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Foreword

Land in the economy is often seen only for its productive uses;
however, land encompasses the basis for the constitution of ter-
ritories, which is the cultural relationship between humans and life
itself to sustain the reproduction of society and nature. The Land
Gap Report 2025 takes this integral perspective, not only to evalu-
ate the reality and potential of land for carbon mitigation purposes,
but to advocate for a restorative, rights-based economic model.

The complexity of land use embodies the political relationships
and power struggles present in each national context and in inter-
national relations. With 40 percent of the world’s land under threat
of desertification and highly degraded, with millions displaced
due to the systemic consequences of extractive fossil fuel-based
capitalism, with emissions from agriculture, forestry and land-use
change accounting for 13 to 21 percent of total global emissions,
land loss can be seen not only as a threat but as an opportunity
to reconceptualize human relationships with the living systems
of the planet.

This report is a welcome contribution to that perspective, since it
looks at the structural political and economic constraints inhib-
iting this transformation. It addresses questions at the heart of
global economic governance, sovereign debt, tax and trade policy
reform, the impact of subsidies, and the role of commodity value
chains vis-a-vis food sovereignty.

This is a welcome step forward, since the report recognizes the
necessity for structural economic transformation and the need for
international cooperation, going beyond the current more narrow
paradigm of Nationally Determined Contributions (NDCs). It builds
upon the first Land Gap Report (2022), which undertook the first
global assessment of the aggregate area of land required to meet
mitigation targets in countries’ NDCs and Long-Term Strategies.
The 2022 report uncovered how, rather than limiting fossil fuel
use and production, mitigation targets were using land-based
carbon removals as a quick fix for carbon offsetting. The total
area of land required to meet those pledges entrenches a linear
and simplistic paradigm of addressing climate change, with the
risk of aggravating the ongoing threats to Indigenous Peoples’ and
Local Communities’ land and following the same market approach
that created the crises.

7 The Land Gap Report

Many of the answers to the climate crisis are already present in
the cultural response that Indigenous Peoples and Local Com-
munities have used to manage their lands and territories. The
Intergovernmental Panel on Climate Change reports already
acknowledge that one of the most cost-effective measures to
achieve 2030 climate targets, besides renewable energy, is stop-
ping deforestation and restoring the land.

Whether this is going to be done through the same lens of exploit-
ative capitalism, ‘innovative market instruments’, or on the contrary,
through inclusive governance structures that strengthen culture,
communities’ rights and nature, depends on the political balance
of power. This report contributes to that reflection by uncovering
the discourse of the so-called ‘finance gap’ of international climate
negotiations as a potential trap to promote private investment in
nature and forests, rather than addressing the economic and politi-
cal structures that materialize the political imbalance of power, de-
nounced widely by the social and environmental justice movement.

Susana Muhamad
Former Minister of Environment and
Sustainable Development, Colombia
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Land gap

Governments’ updated climate pledges
rely heavily on land-based carbon
removal, requiring 1 billion hectares
(ha) of land—an area larger than
China—while delaying serious action
on climate to later in the century.
Over-reliance on future forest carbon
removal from a handful of high-emit-
ting countries instead of phasing

out emissions from fossil fuels and
ecosystem destruction undermines
climate stability.

Forest gap

The scale of the ‘forest gap’—the dif-
ference between global targets to halt
and reverse deforestation and forest
degradation, and the actual plans

that countries are putting forward in
their climate pledges—represents 20
million ha per year of ongoing forest
loss and destruction. This is based on
4 million ha per year of deforestation
by 2030—less than a 50 percent reduc-
tion on current rates; and 16 million ha
of degradation—less than a 10 percent
decline in current rates. Stronger
action is needed, or the world’s grow-
ing ‘forest gap’ will jeopardize both
climate and ecosystem stability.

The Land Gap Report

Global economic
governance reform

Today’s economic structures—the
institutions, rules, and financial mech-
anisms that shape our societies—limit
countries’ abilities to pursue defor-
estation-free development pathways.
Facing short-term pressures to pay
debts, attract international investment,
and comply with international financial
institutions, governments often rely

on maintaining or even expanding
extractive sectors that create emis-
sions and drive forest destruction,
sometimes even against the mandates
of their own citizens. Transforming
these systems is essential to achieving
global climate and biodiversity goals.

Sovereign Debt

Contemporary approaches to resolving
sovereign debt deepen countries’ com-
modity dependence and weaken their
ability to protect marginalized com-
munities and vulnerable ecosystems
from the expansion of agricultural and
extractive sector pressures. Alternative
approaches to sovereign debt crises
could provide governments the fiscal
breathing space to regulate commodity
sectors and protect Indigenous Peo-
ples and Local Communities as well

as the ecosystems that support them.
This means that all creditors—includ-
ing bondholders, multilateral develop-
ment banks and sovereign lenders—
need to offer meaningful debt relief to
low- and middle-income countries.

Tax

Reform of international financial
transparency and tax cooperation rules
has the potential to recover hundreds
of billions of dollars in lost revenue,
while also combating the secrecy and
profitability of environmentally harmful
activities. The democratization of tax
policymaking at both national and
international levels is crucial to provide
revenue for forest and land rights,

and to reshape the global economy
towards restoration.

Trade

Current trade and investment rules
reinforce the political and econom-

ic power of commodity traders in
global value chains. Ignoring corporate
influence has driven policy failures,
unkept promises, and relentless forest
loss. Economic development must be
grounded in food sovereignty, the right
to food, and the protection of resilient
ecosystems. Agricultural trade rules
should reinforce these foundations, not
work against them.
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Land and forests are central to achieving the goals of the cli-
mate and biodiversity agreements agreed to under the Rio Con-
ventions. Natural ecosystems buffer societies from increas-
ingly frequent climate-related disasters and regulate climate
and water systems. Forest ecosystems in particular, store vast
amounts of carbon and have the potential to remove more from
the atmosphere, an increasingly vital contribution as the planet
nears critical tipping points. They are also home to 200 million
Indigenous Peoples and Local Communities, with another 1.7
billion people depending on forest resources for their livelihoods.
Beyond their environmental and social value, land, forests and
biodiversity underpin the global economy, providing the founda-
tion for human wellbeing and shared prosperity.

Many countries have included land-based carbon removals in
their climate mitigation pledges in the lead up to the 30th Con-
ference of the Parties (COP30) in Belém, Brazil in November
2025. These new pledges provide an insight into the level of
ambition in countries’ climate commitments, and how these
commitments will impact land use in the future, including with
regard to biodiversity, food security and land rights.

This report finds that such pledges continue to rely on carbon
removal into land to offset ongoing emissions from fossil fuels
and the clearing and degradation of forests, undermining the
full potential of land to support climate and biodiversity goals.
Over-reliance on land-based climate mitigation risks displacing
food production, weakening ecosystem resilience, and delaying
the necessary phase-out of greenhouse gas (GHG) emissions.

At the same time, countries’ climate pledges are failing to ad-
vance concrete plans to end forest loss and degradation, put-
ting attainment of global objectives on climate and biodiversity
further out of reach.

The Land Gap

The Land Gap Report 2025 provides an updated assessment
of land area required for carbon removal in climate pledges
submitted to the UNFCCC up to November 2025. Pledged land
for carbon removal now exceeds 1 billion ha—far beyond what
is feasible or sustainable. This represents an increase from The
Land Gap Report 2022 and the 2023 update which found that
990 million ha of land are required to meet climate pledges sub-
mitted by the end of 2023. Almost half of this area, 441 million
ha, which is larger than the size of India, requires converting land
to carbon removal activities. Land conversion at this scale would
displace food production, threaten biodiversity, and disrupt liveli-
hoods, leading to severe social and ecological trade-offs that far
outweigh the potential climate benefits. Conversely, ecosystem
restoration (for which 572 million ha is pledged) could achieve
carbon removal in line with sustainable development goals.

This report reassessed all pledges to the UNFCCC, as defined by
the short- term targets included in Nationally Determined Con-
tributions (NDCs), and those outlined in Long-Term Low Emis-
sions Development Strategies (LT-LEDS), which includes 95 new
pledges since January 2024, demonstrating that countries are

Carbon dioxide removal in national climate pledges

Countries climate pledges rely on 1.01 billion ha of land for carbon removal, with the largest
land area pledges from a handful of countries occurring later in the century
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doubling down on reliance on the land sector for carbon removal
to meet their pledged climate targets. A small number of large,
high-emitting countries account for more than 70 percent of
total land included in the pledges, indicating a continuing lack of
ambition in reducing emissions from fossil fuels in the near term,
instead placing reliance on the land sector later in the century.

Land and forests under threat from
extractivism

Land remains under threat from continued extractivism, a form
of economic activity and organization that is based on unsus-
tainable natural resource exploitation often for export, with ben-
efits largely accumulating far from the sites of extraction. Over
half of Earth’s land surface has transgressed critical ecological
thresholds, weakening ecosystem integrity, threatening rights
and undermining food production. The land sector is in urgent
need of transformation. Forests continue to be lost and degrad-
ed at an alarming rate, with 7.2 million ha of deforestation in
2024, releasing 4 gigatons of CO,, further eroding the ability of
forest ecosystems to contribute to climate stabilization goals.
In 2023 and 2024, extreme fires reduced the carbon uptake of
forests to one-quarter of its usual effect. Commodity-driven
agricultural production and industrial logging are the largest driv-
ers of forest loss and degradation, accounting for over half of
global forest loss, even as hunger and food insecurity continue
to plague development aspirations around the world.

The forest gap national climate pledges

Failed approaches and missed
opportunities

Over the past 15 years, many countries and many initiatives have
pledged to protect forests and land, but these commitments and
targets are often neither implemented nor achieved. Following
an initial pledge for ‘deforestation-free’ supply chains by 2020,
almost 40 governments and over 55 of the world's biggest compa-
nies signed the New York Declaration on Forests in 2014, commit-
ting to eliminating deforestation from the production of agricul-
tural commodities, as well as to halving the rate of deforestation
by 2020, and to ending natural forest loss globally by 2030. The
Forest Declaration was relaunched in 2021 ahead of COP26 in
Glasgow, with 145 governments reaffirming the goal to end the
forest loss and degradation of natural forests by 2030. In 2023,
the outcome of the Global Stocktake decision at COP28 formally
incorporated the Forest Declaration’s pledge—to halt and reverse
deforestation and forest degradation by 2030—as part of the UN-
FCCC text itself, expanding the commitment to halt forest loss by
2030 to all parties of the Paris Agreement. Countries reinforced
this goal in 2025 in a decision made at the UN Forum on Forests.

The Forest Gap

Yet forest loss and degradation continue apace. While some sub-
stantive progress has been made since the first pledges to halt
forest loss, this report shows that there remains a substantial gap

By 2030, current climate pledges would still allow nearly 20 million ha of forests to be lost or degraded
each year—a slight decline from the 26 million ha lost annually over the past decade.

257
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between current climate pledges and halting clearing and degra-
dation of natural forest by 2030. While policy commitments from
major traders of all forest-risk commaodities and sourcing regions
have played an important role in sending market signals that drive
reform in producer countries, the last decade has shown that
voluntary action is insufficient on its own to change behavior and
catalyse the scale of transformation needed by 2030.

This report assesses, for the first time, the scale of the ‘forest
gap’'—the difference between commitments made over the past
15 years, culminating in the first Global Stocktake outcome to
halt and reverse deforestation and forest degradation by 2030,
and the actual plans that countries are putting forward in their
NDCs and longer-term strategies. Current pledges result in a
‘forest gap’ of almost 4 million ha of ongoing deforestation by
2030—less than a 50 percent reduction on current rates; and
almost 16 million ha of degradation—less than a 10 percent
decline in current rates. Even with current COP30 pledges, this
results in a remaining ‘forest gap’ of around 20 million ha pro-
jected to be lost or degraded each year by 2030, underscoring
the inadequacy of planned policies and targets. Stronger action
is needed or the world’s growing ‘forest gap’ will jeopardize both
climate and ecosystem stability.

Global economic governance
reform to protect forests

Conventional explanations for the failure to halt deforestation
and forest degradation tend to focus on lack of: political will,
financial resources, commitment from private sector actors
and state capacity to implement decisions. This understanding
has continued to shape policy interventions focused on supply
chains, governance and finance in the land and forest sector
for decades. However, such gaps and deficiencies provide only
partial explanations. What is rarely discussed is how the cur-
rent structure of global economic governance—the political
economic ‘rules of the game’—constrain a country’s policy and
fiscal autonomy to take necessary actions aligned with defor-
estation goals. Those rules push many countries, especially
in the Global South, into reliance on extractive industries as
a means of sustaining financial stability. Yet these industries,
such as mining, forestry, fossil fuels and industrial agriculture,
are also the main drivers of ecological destruction. Global eco-
nomic governance structures form, at least in part, conditions
for the persistent ‘land gap’ and the ‘forest gap’ revealed in this
report: countries face enduring structural constraints that limit
their ability to transition away from fossil fuels and extractive
industries, resulting in a dependence on land-based removals
to meet climate targets (the ‘land gap’). Meanwhile, these same
political and economic pressures restrict tropical forest coun-
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tries’ capacity to halt and reverse forest loss and degradation,
while countries in the Global North take advantage of inequitable
accounting rules to hide their own emissions (‘forest gap’).

Transforming these systems is essential to achieving global
climate and biodiversity goals. This requires structural reforms
in debt, fiscal and tax policy, trade, capital flows, and credit rating
practices. Forest policymaking must move beyond market-based
and voluntary instruments and instead confront the structural
economic barriers that entrench extractive growth, advancing a
reparative, rights-based global economy that serves the many
rather than the few.

Conclusion

While the scale of this challenge remains immense, new op-
portunities to address this entrenched system have begun to
emerge. Developing countries, in particular, have begun to be
far more forceful in asserting the need for reform of the glob-
al financial system to deliver the scale of the transformation
required to address the climate and biodiversity crises, while
also building climate-resilient economies that meet the needs
of their populations.

This report shows that a handful of high-emitting countries’
continue to depend on unrealistic levels of land-based carbon
removal, which cannot be achieved without major impacts on
livelihoods, land rights, food production, and ecosystems. More-
over, all countries are failing to take seriously global targets to
halt and reverse forest loss and degradation by 2030. Most new
climate pledges also overlook obligations on the rights of Indig-
enous Peoples’ and Local Communities’ to lands, territories and
resources, representing a missed opportunity to make progress
on strengthening tenure reform. Instead, countries must reduce
their reliance on land-based removals by accelerating emission
reductions across all sectors and prioritizing ecosystem-based
restoration over plantations or forest expansion.

To deliver on this ambition, a reckoning is needed on the funda-
mental importance of nature for maintaining climate stability.
This requires shifting focus to how nature, land and forests are
treated in our global economic governance. Put simply, without
meaningful transformation of this global economic system, the
Sustainable Development Goals and the attainment of all Rio
Convention goals will remain out of reach. Transformational
change that moves towards a restorative, rights-based econom-
ic model is both necessary and possible. The rules of our econo-
my are not laws of nature: they were made by people, and people
can change them. Together, we can design a new economic
model that protects the environment, strengthens communities
and creates a fairer, more sustainable future for all.
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The Land Gap
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+ Continued reliance on land-based carbon
removal in updated climate pledges
As of November 2025, governments’
climate pledges propose using
approximately 1.01 billion ha of land for
carbon removal—representing a slight
increase from 990 million ha assessed in
pledges submitted by December 2023—if
fully implemented.

+ Tree planting carries trade-offs
Reforestation, plantations and energy
crops account for almost 50 percent of
land pledged for carbon removal. These
activities may compete with other socio-
ecological goals, including Indigenous
Peoples’ and Local Communities’
rights, food security, biodiversity and
ecosystem resilience.

12 The Land Gap Report

Restoration offers low-conflict

carbon benefits

Restoration accounts for nearly half of
all pledged land. Regenerating degraded
ecosystems can enhance carbon storage
while supporting biodiversity, ecosystem
integrity, and the livelihoods that depend
on them.

Land-based mitigation masks limited
climate ambition

A few large emitters account for over
70% of pledged land removals, much of it
deferred to mid-century net-zero goals.
Delaying immediate decarbonization

in favour of future land-based carbon
removal places the burden onto future
generations and undermines the likelihood
of achieving a climate-resilient future.

Forestry Tasmania’s firebombing
of multiple areas of native forests
in Southern Tasmania, April
2024.Firebombing is a deliberate
logging industry practice to
incinerate the remains of forests
after logging, releasing carbon
dioxide, harming wildlife and
causing air pollution.

* Most new climate pledges overlook
rights obligations
Even with explicit recognition in the
Global Stocktake, NDCs have yet to
translate human rights and Indigenous
rights into concrete, actionable
commitments.

BOB BROWN FOUNDATION

Conditional pledges can advance
equitable climate action

Conditional pledges from developing
countries highlight an opportunity to
channel climate finance toward activities
that deliver both climate and wider
ecological and social benefits.



CHAPTER 1: THE LAND GAP

This chapter examines how countries’ climate pledges depend
heavily on land-based carbon dioxide removal (CDR). Consistent
with past assessments (see Dooley et al, 2022 and 2024), this
report shows that countries are continuing to over-rely on the
land sector to meet their climate pledges. The analysis shows
that around 1.01 billion ha of land are designated for CDR ac-
tivities, including large-scale forest plantations, reforestation,
and the restoration of degraded forests, wetlands, and range-
lands—an increase from past assessments. Almost half of this
area—441 million ha—would require conversion from other land
uses to forests or energy crops, an area equivalent to roughly
one-third of the world’s cropland area. Such projections reflect
unrealistic expectations about the capacity of land to deliver
climate mitigation at the scale envisioned. The magnitude of
land-based removals implied in these pledges raises concerns
about the credibility of net-zero targets that rely heavily on CDR,
compared with those focused on rapid emission reductions and
limited removals.

1.1 Assessing land areain
national climate mitigation
targets

The Land Gap considers the scale of land required in the cli-
mate pledges of Parties to the United Nations Framework Con-
vention on Climate Change (UNFCCC), by assessing country
commitments to land-based CDR through reforestation or land
restoration, as well as the total land area needed to achieve
these removals relative to other needs and priorities for land
use, including food production and biodiversity conservation.
The Land Gap Report 2022 showed that existing available land
is already scarce due to these competing needs, and that further
reliance on the land sector for carbon removal risks exacerbating
existing crises of food security, water provision, biodiversity loss
and the rights of Indigenous Peoples and Local Communities
(IPs and LCs).

In 2025, as part of the UNFCCC's pledge and review process,
countries were required to submit updated Nationally Deter-
mined Contributions (NDCs) with more ambitious climate tar-
gets. These new pledges provide an insight into national climate
ambitions and how these commitments will impact the broader
spectrum of land use needs in the future. This report reassessed
all pledges to the UNFCCC, as defined by the short-term targets
included in NDCs, and those outlined in Long-Term Low Emis-

sions Development Strategies (LT-LEDS), to derive the scale of
land required to meet current pledges.

1.1.1 Methods

To assess the reliance on land in national climate pledges,
we identified both land-based CDR (including reforestation,
afforestation and restoration activities) and technological CDR
(bioenergy with carbon capture and storage (BECCS) and di-
rect air capture (DAC)) by reviewing the climate pledges of all
countries. The review focused on mitigation pledges and so
does not include countries’ National Adaptation Plans or land
restoration commitments made outside of climate pledges.
As in previous reports, bioenergy use outside of BECCS has
not been included in the assessment, as this is generally con-
sidered within the energy sector in country climate pledges,
while the Land Gap has assessed land-based mitigation com-
mitments only.

All submissions to the UNFCCC up to November 2025 have been
reviewed, covering 198 Parties. The European Union (EU) and its
27 Member States were assessed using the EU’s combined NDC
submission. Three countries have not yet submitted an NDC;
therefore 168 submissions have been assessed in this report,
covering 194 countries plus the EU." Countries were assessed
primarily based on their long-term targets, with NDCs assessed
for countries without a long-term pledge.?

Since the last published assessment, which included all country
submissions to the end of 2023 (Dooley et al., 2024—hereafter
LGR2023), 95 new submissions have been made to the UNFCCC,
including 79 NDCs and 16 LT-LEDS. Of these, 47 include updated
pledges for CDR in the land sector. For 38 countries, these new
submissions either replaced or extended the area of the previous
analysis of land pledges in LGR2023.

Each pledge was categorized by the description of land manage-
ment approaches, according to land activities as categorised by
the Intergovernmental Panel on Climate Change (IPCC) (see Table
1.1). These land management approaches also encompass
ecosystem condition, from least disturbed to more disturbed
(see Table 1.1). Primary forests have minimal disturbance. ‘Old
secondary forests’ represent regeneration of degraded natural
forests; while ‘Young secondary forests’ refers to reforestation
or afforestation. Agricultural landscapes were classified into
two broad categories—'Agroforestry’, for pledges that referred
to regeneration or integrating trees into agricultural landscapes,
and ‘Silvopasture’, for pledges that referred to restoring degraded

1  Whilst the United States has withdrawn from the Paris Agreement, this withdrawal does not come into effect until January 2026, hence, its climate pledges are included in this assessment.

2 Where countries included a long-term pledge, this took precedence in the overall assessment under the assumption that a long-term pledge incorporates activities within a short-term
pledge. Where countries had separate 2030 and 2035 pledges, but no long-term pledge, it was assessed whether these two pledges were cumulative, or whether the new (2035) pledge

should be considered an update of the 2030 pledge.

13  The Land Gap Report



CHAPTER 1: THE LAND GAP

rangelands. Mangroves tend to be named directly in pledges.
BECCs were classified as energy crops.

Of these categories of activities, the carbon removal achieved
through reforestation and afforestation (including forest expan-
sion and plantations) as well as BECCS are likely to require a
land-use change,® while other activities, such as regeneration
of forest and agricultural lands, or degraded rangelands and
wetlands, remove carbon via the restoration of ecosystems
within existing land uses. The distinction between activities
that are likely to require land-use change and those that restore
ecosystems while maintaining existing land uses is critical to
evaluating the ecological and sociological benefits and risks of
CDR commitments.

Countries’ climate pledges are expressed in a range of different
metrics. To identify the scale of land reliance on CDR, we di-
vided commitments into 3 types: direct land area; indirect land
area; and emissions (ie: tonnes CO,removed).

For less than half (45 percent) of the total land area in pledges,
countries directly stated the area intended for climate mitiga-

tion activities—direct pledges. More than half of the total land
area (52 percent) is pledged as tonnes CO, removed—emis-
sions-based pledges. In these cases a conversion was made
from emissions to land area, based on IPCC removal factors and
the forest biome in which the activity would take place—Boreal,
Temperate, Subtropical or Tropical—using the Food and Agricul-
ture Organization’s (FAO) country-level classifications (FAO-FRA
2025), (see Table 1.1 for global average removal factors). For the
remaining land area found in pledges, activities were expressed
in different ways, such as proportion of existing forest area or
total country area, or a quantity of trees to be planted, which we
called indirect pledges. For these, forest and country area data
from the World Bank was used to calculate total pledge area,
while calculations of the number of trees per hectare made use
of Crowther et al. (2015), which gives tree density values for dif-
ferent forest biomes. Potential uncertainty in quantifications of
indirect pledges arises from assumptions made in interpreting
country statements. For emissions-based pledges uncertainty in
IPCC removal factors was accounted for by applying a formula
using the standard deviation. For full discussion of methodology
including uncertainty treatment see Dooley et al., (2024).

3 FAO defines land-use change as the conversion of one land use, such as agriculture, to another, such as plantations. Or the permanent transformation of forest to agriculture or urban areas,
which is specifically defined as deforestation. This report also includes the conversion of land uses, such as agricultural crops for food to energy crops for BECCS, as a change of land use.

Table 1.1 IPCC land use activity categories and removal factors

Global average removal factors for above-ground carbon are shown.
Biome averages are used for assessing land area in climate pledges.

Removal Factor
Land management approach IPCC activity type (Mg CO; per ha per year)

Protection . Primary forest 1.55
a : i (not included as CDR)
a g Restoration Old secondary forest 3.39
w E (restoring degraded forests, agricultural lands
g and wetlands) Mangroves 15.40
Silvopasture 2.62
Agroforestry 1.49
a Reforestation and afforestation Young secondary forest 8.50
land- h for forest 1 tree-plantil
gé (land-use change for forest expansion or tree-planting) Plantation 14.40
g E . BECCS E Energy crops 17.94
g (land-use change for energy crops)

. DACS

i No land area assumed

14  The Land Gap Report
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1.2 Land Gap threatens climate
and development goals

The assessment of all country pledges up to November 2025
found a total land area of 1 013 (889-1 136) miillion ha. Of this
figure, 441 (415-466) million ha would require a land-use change
to implement (based on pledges for reforestation and afforesta-
tion, plantations and energy crops for BECCS). Another 572
(475-670) million ha of activities are pledged for the restoration
of degraded forests, agricultural lands and other ecosystems.
These figures assume full implementation of country pledges.
The range included in these figures represents the uncertainty
around IPCC removal factors, as explained above. Figure 1.1
shows the global distribution of these pledges.

LGR2023 showed that the total land required to meet biological
carbon removal in national climate pledges equalled 990 (892-
1 087) million ha, if those pledges are met in full. Of this total,
435 (395-475) million ha require the use of reforestation and
afforestation, and a further 555 (466-644) million ha require
the restoration of degraded forests, agricultural lands and other
ecosystems.

Although the increase in pledged land area is small, the results
show that countries continue to rely on land-based carbon re-
moval at unrealistic levels. New commitments since January
2024 add only modestly to the global total of land area for car-

bon removal. Major submissions, such as those from Indonesia
and Ethiopia, appear to restate existing long-term pledges rather
than expand them, while Australia’s new 2050 target maintains
similar land-based carbon removal levels as its previous plan.
Overall, recent pledges reinforce the same strategy of depen-
dence on land for carbon removal.

1.2.1 Impacts of different land-based
removal commitments

When comparing earlier and updated pledges, there is little
change in the types of land-based CDR to which countries have
committed. Figure 1.2 shows how commitments across land-
use activities have evolved between the LGR2023 and 2025
assessments, distinguishing between land-use change and res-
toration activities and indicating the share of conditional pledges
(see also Figure 1.7).

The overall increase in pledged land area comes mainly from
forest-related commitments, including both forest expansion and
restoration. New pledges for reforestation and afforestation—re-
flecting the expansion of young secondary forest area relative to
the previous assessment—have been made by several countries,
with Angola, Burkina Faso, and Madagascar as major contribu-
tors. Additional pledges for the restoration of degraded forests
(old secondary in Figure 1.2) are found in the pledges of Angola,
Australia, Burkina Faso, Indonesia, and Madagascar. Other activity

Figure 1.1 Land area required to deliver country climate pledges submitted to the UNFCCC

Grey denotes countries that have not included land-based CDR in their climate pledges.

Land Required (ha)
<10K [ 10K-1M [ 1M-5M 5M-20M 20M-50M [l = 50M

Source: Authors’ own data {\
A,
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types have remained largely unchanged, except for a small decline
in the area pledged for BECCS.

However, not all land based mitigation actions are created
equal. Some actions pose greater risks to biodiversity, food
production and human rights. Three of the seven activity types—
young secondary forests, plantations, and BECCS—require
land-use change through forest expansion, establishment of
new plantations, or cultivation of energy crops, all of which can
compete with other ecological and social priorities (Braun et al.,
2025). Such changes risk driving biodiversity loss, undermining
food security, and threatening the rights and livelihoods of IPs
and LCs (Dooley and Kartha, 2018). The other four activities—
restoration of degraded forests, mangroves, agroforestry, and
silvopasture—focus on regenerating ecosystems. Prioritizing
these restoration approaches over land conversion can better
align climate, biodiversity, and food security goals (Di Sacco,
2021; Fleischman et al., 2022) With more than half of pledged
land devoted to restoration, these actions could support the
2030 Global Biodiversity Framework—provided they also uphold
human rights and Indigenous peoples’ rights to land, territories
and resources.

Pledges for technological CDR through BECCS have declined
slightly, from 61 million ha in LGR 2023 to 58 million ha in the
updated assessment. This reduction is mainly due to Australia no
longer specifying BECCS in its 2050 target, after previously pledg-
ing 43 million tonnes of carbon removals via BECCS—estimated
to require about 2.6 million ha of land. One new quantifiable BEC-
CS commitment has been added, from Serbia, covering 10,800
ha. The remaining countries with quantifiable BECCS pledges are
Canada, Switzerland, the United Kingdom, and the United States.

Reliance on BECCS, often presented as a key negative emis-
sions technology, risks undermining the ambition of climate
pledges. Large-scale deployment could transgress planetary
and social boundaries through impacts on biodiversity, food se-
curity, and land-use competition (Deprez et al., 2024). Life-cycle
assessments show that net carbon removal is highly uncertain
once indirect land-use change and supply-chain emissions are
considered, while assumed high biomass yields and conversion
efficiencies may not be achievable in practice (Fajardy & Mac
Dowell, 2018; Harper et al., 2018). Heavy dependence on BECCS
therefore risks delaying near-term emissions reductions and
overstating the sustainable potential for CDR.

Quantifying the demand for land from bioenergy remains highly
uncertain, depending on feedstock type, conversion process-
es, and plant efficiencies. None of the national pledges specify
these parameters. Within this uncertainty, land requirements
may be either over- or underestimated, while the availability of
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Figure 1.2 Land area by activity type
in climate pledges
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waste feedstocks to reduce direct land-use pressures remains
very limited. See Dooley et al., (2024) for details on estimation
of land area for BECCS pledges.

1.3 Missed opportunities for
equity, ambition and rights

These results highlight the risks of net-zero targets that rely too
heavily on land-based CDR, where expected future removals may
delay urgent emission reductions. Excessive dependence on
land for mitigation can also displace other land uses and users,
undermining the rights of IPc and LCs. Prioritizing restoration
over new land conversion offers more equitable outcomes for
people, biodiversity, and food security. Examining conditional
pledges reveals how such benefits could be realised, while un-
derscoring the need for greater transparency in countries’ land
and climate commitments.

The next section explores these implications of the Land Gap—
focusing on mitigation delay, equity and ambition in conditional
pledges, and the missed opportunity to strengthen mitigation
through the recognition of rights.

1.3.1 Land pledges reveal mitigation delay

A number of high-emitting industrialized countries are responsi-
ble for an outsized share of the total land area required to meet
pledges for CDR. Together, Canada, Russia, Saudi Arabia and the
United States account for over 70 percent of the global total area
required for land-based carbon removals in pledges. The pledges
of Saudi Arabia and the United States also require large areas
of land-use change (See Figure 1.4), although the pledge of the
United States is not expected to be implemented.

These largest land area pledges also occur later in the century
and are highly influenced by a few countries (see Figure 1.5). The
reliance on land area later in the century is for both restoration
and land conversion (see Figure 1.6). To avoid double-counting
of data, the Land Gap assessment made use of either short-
term or long-term pledges from each country. Of the pledges
assessed, 92 relate to short-term NDC commitments (i.e. 2030
or 2035), while 32 are part of the country’s 2050, or net-zero tar-
gets (found in LT-LEDS). While significantly more countries are
assessed using short-term pledges, the land area required for
2050 pledges is far greater. This reflects minimal change from
the previous LGR2023 assessment where results continue to be
dominated by the large reliance on CDR by a number of wealthy
high-emitting countries out to 2050 and 2060 (see Table 1.2).

Figure 1.3 Land Gap change in new climate pledges by activity type
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Figure 1.4 Land required—largest 10 CDR pledges by area

Brown-shaded columns indicate activities that require land-use change.
Green-shaded areas indicate restoration activities.
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Table 1.2 Countries with the largest pledges by land area and date of target
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Figure 1.5 Distribution of CDR pledges in time and by country

The ten countries with pledges requiring the largest land areas are shown individually.
The remaining countries are grouped under ‘All others’.
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Figure 1.6 Distribution of CDR pledges over time

Light green-shaded area shows pledges based on activities that restore existing land
uses, while dark green-shaded area shows pledges based on activities that are more
likely to require land-use change.
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In order to give the world the best chance of limiting late cen-
tury warming to 1.5°C, mitigation efforts should occur as soon
as possible. Emission reductions made before 2030 are the
critical determinant of our ability to limit average global tem-
perature increase to 1.5°C or 2°C (IPCC, 2022). Based on current
assessments of country NDCs and LT-LEDS, best estimates of
future global temperature rise are 1.9°C (1.8°C—-2.0°C) above
pre-industrial levels—if countries meet their emissions targets
on time and in full and there is no backsliding on current policy
commitments within these NDCs (Climate Resource, 2025). But
the results presented in this chapter suggest that countries are
relying heavily on land-based carbon removals, making achieve-
ment of economy-wide targets more difficult.

Recent studies by land accounting experts (Roman-Cuesta et al.,
2025), including the FAO (Tubiello et al., 2025), have also found
that many countries are already overestimating current remov-
al rates in the land sector. Relying on future carbon removals
as an “escape hatch” for delayed emission cuts is a high-risk
strategy, particularly if anticipated removals fail to materialize.
Such dependence on carbon dioxide removal can also deter or
postpone necessary decarbonization efforts (McLaren & Marku-
sson, 2020). Countries should instead pursue more ambitious
emission reductions across all sectors, including land-based
mitigation, in an integrated, equitable, and rights-based manner.

1.3.2 Conditional pledges as a pathway
to equity and ambition

Achieving equitable and ambitious outcomes from land-based
mitigation hinges on acknowledging the conditional nature of
many developing countries’ pledges and the systemic barriers
that limit their implementation. The Paris Agreement allows
developing country Parties to include targets that depend on
financial resources, technology transfer, and capacity-building
support (UNFCCC, 2015). Such “conditional pledges” (Pauw et
al., 2020) distinguish between actions achievable with national
means and those requiring international cooperation and sup-
port. Conditional pledges provide a concrete example of how
ambition is constrained not by a lack of commitment, but by the
structural financial conditions shaping countries’ capacity to act.

Pledges that are explicitly conditional on climate finance ac-
count for more than 75 million ha of the total land area found in
countries’ climate pledges for this assessment. Unconditional
pledges from those countries that also have conditional pledges
amount to 15 million ha. While this number is small compared
with the total land area (which is dominated by high-emitting
industrialized countries), conditional pledges are almost exclu-
sively from tropical countries in the Global South.

shows that conditional pledges are concentrated in sub-Saharan
Africa, as well as parts of Latin America and Southeast Asia.

Figure 1.7 Distribution of conditional pledges for land-based CDR activities
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These pledges highlight more than project-level dependencies—
they expose the structural inequities in international financial
and economic governance that limit fiscal space for many devel-
oping countries (Althouse and Svartzman, 2024). High debt bur-
dens, lost revenue from cross-border tax abuse and illicit finan-
cial flows, as well as unequal terms of trade constrain the ability
of these countries to mobilize domestic resources for social and
environmental priorities, as outlined in Chapters 3-7. Without
reforms to these underlying systems—alongside predictable,
accessible, and non-debt-creating climate finance—countries
with high mitigation and restoration potential will remain unable
to implement their commitments at scale. Addressing these
conditions is therefore key to unlocking ambition and aligning
land-based mitigation with equity and sustainable development,
themes explored further in later chapters.

Importantly, of the 75 million ha covered by conditional pledg-
es, 51 million ha (68 percent) are pledges for restoration ac-
tivities, while the remaining 24 million ha (32 percent) are for
reforestation. This highlights the opportunity to direct limit-
ed climate finance toward activities that deliver both climate
and broader ecological and social benefits. Table 1.3 lists the
countries with the largest conditional pledges in terms of land
area, and the proportion of these pledges that would require
land-use change.

Within their LT-LEDS, some countries indicate different pledg-
es based on scenarios that may also lead to a higher or lower

estimate of land use required to meet targets. This report’s as-
sessment if all countries’ lowest scenarios are followed (both
in LT-LEDS and unconditional pledges) indicates a total of 834
(731-938) million ha, including 505 (407-603) million ha for res-
toration activities and 330 (324-335) million ha for land-use
change activities.

1.3.3 Weak commitments to rights and
tenure—a missed opportunity

An important outcome of the first Global Stocktake in 2023 was
recognition of the importance of human rights obligations and
the rights of Indigenous Peoples when considering climate ac-
tion (UNFCCC, 2023a). The 2025 NDC Synthesis Report revealed
an increase in the number of countries that acknowledge the
vital role of Indigenous Peoples and Local Communities in their
NDCs. However, the extent to which countries make clear com-
mitments related to strengthening tenure and natural resource
management rights for IPs and LCs, alongside Afro-descendent
Peoples (ADP), in new NDCs, and the extent to which commit-
ments are supported by clearly defined and measurable targets
or actions is not reported.

As noted in The Land Gap Report 2022, the land that is being
pledged for CDR is neither unclaimed nor unused. Indigenous
Peoples manage or have tenure rights over at least 3.8 billion ha,
representing over a quarter of the world’s land surface (Garnett,
2018). Globally, only 1.9 billion ha (18 percent) of land area is

Table 1.3 Countries with the largest conditional pledges by land area

Proportion Target

Conditional pledge | Total pledge Conditional requiring time frame

(Mha) (Mha) proportion pledge | restoration of pledge
Ethiopia 226 282 . 80% . 64% . LT-LEDS
Namibia 142 11538 - 90% 1 99% . NDC
Democratic Republic 1100 110 - 90% - 18% . NDC
of Congo : : : : :
Burkina Faso 59 59 100% 61% LT-LEDS
Madagascar 5.9 5.9 100% 72% NDC
Coéte d'lvoire 3.6 4.0 89% 94% NDC
Angola 2.5 4.6 54% 50% NDC
Guinea 2.1 21 98% 97% NDC
Sudan 1.4 1.7 85% 50% NDC
Malawi 1.4 1.9 72% 58% NDC

21 The Land Gap Report
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formally recognized as either owned by or designated for IPs
and LCs. The Path to Scale initiative, an informal network of
donors, financial mechanisms, and their intermediaries aim-
ing to scale-up funding and other enabling factors, has set a
goal of formal recognition of Indigenous Peoples’ tenure rights
across at least 400 million additional hectares of tropical forest
by 2030, raising the total area of forests owned by or designated
for local peoples in low and middle income countries from the
current 30 percent to over 50 percent (RRI and RFN, 2024). In
the COP26 Forest Tenure Pledge, launched in 2021 to advance
land tenure rights for IPs and LCs in tropical forest countries, a
group of 22 donors committed USD 1.7 billion over five years
(2021-2025) to provide financial and technical support (Forest
Tenure Funders Group, 2024). Quantitative area-based targets
to increase the amount of land under Indigenous tenure are
expected to be announced at COP30.

Recognition of Indigenous Peoples' rights over their lands, territo-
ries and resources is one of the most cost-effective and sustain-
able strategies to deliver carbon mitigation. IPs and LCs manage
at least 17 percent, or 293 061 million tons of the total carbon
stored in the forestlands of the 64 countries studied—equivalent
to 33 times the global energy emissions of during the study year
(RRI, et al., 2018). However, competing uses of land already con-
stitutes a significant threat to IPs’ and LCs’ territories. Significant
increases in demand for land, as envisioned to meet climate
mitigation pledges in the Land Gap, will invariably cause conflicts
with the people already living in and using this land.

Mitigation pathways that
depend on unproven or
unsustainable levels of land
carbon removals represent
a backslide rather than
progress toward net zero.
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Within new NDCs submitted since January 2024, 41 countries
make broad references to human rights obligations. These ref-
erences are most often couched in general terms—such as com-
mitments to uphold “human rights obligations” or “fundamental
rights to life"—without articulating how these principles connect
to binding duties under existing international legal frameworks.
Less than half of these countries go further to include references
to specific international commitments on human rights and the
rights of IPs’ and LCs’, such as the United Nations Declaration
on the Rights of Indigenous Peoples (UNDRIP), the Indigenous
and Tribal Peoples Convention (ILO 169), and, more recently, the
International Court of Justice’s 2025 advisory opinion on states’
obligations in respect of climate change. Such explicit linkag-
es signal an emerging recognition that climate action must be
grounded in international legal norms governing the protection
of Indigenous and local community rights, but they remain the
exception rather than the rule. A further 20 countries reference
Indigenous and traditional knowledge, primarily in the context
of adaptation planning.

When considering the extent to which countries make clear ref-
erence to strengthen or expand IPs’ and LCs’ tenure and natu-
ral resource management rights, only 10 countries make clear
commitments. These commitments need to be evaluated on
the basis of strong national legal frameworks for human rights
and recognition of community tenure rights, which is beyond
the scope of this report. For example, only 8 countries explicitly
refer to the principle of Free, Prior and Informed Consent (FPIC),
which is critical to respect Indigenous Peoples’ autonomy and
decision-making authority.

Despite these encouraging examples, very few NDCs set out
clear, measurable targets or concrete actions to implement and
monitor human rights obligations or the rights of Indigenous
Peoples. In most cases, references to rights, tenure, and Indige-
nous knowledge systems remain aspirational, underscoring the
need for future NDC cycles to move beyond acknowledgment
towards enforceable commitments that embed human rights,
Indigenous governance, and community-based resource man-
agement within the design, implementation, and evaluation of
climate action.

More analysis is required in this space, but this limited study
indicates that NDCs are not adequately considering the rights of
IPs and LCs, missing an opportunity for cost-effective and sus-
tainable climate mitigation action. Moreover, the lack of clear-
ly stated commitment to existing human rights obligations to
which many countries are signatories—and particularly the very
few countries that reference FPIC—suggest a poor understand-
ing of the risks of increased competition for land associated
with the current Land Gap.
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1.4 Conclusion

Countries continue to have an over-reliance on land-based CDR
for their climate commitments

This updated assessment shows that, despite new pledges,
countries’ dependence on land-based carbon removals remains
as large as—or larger than—at the time of the first Land Gap
Report. The overall trajectory since LGR2023 indicates that the
gap is widening: rather than signalling higher ambition, increased
reliance on future CDR can mask delayed or insufficient action to
cease emissions from fossil fuels and land clearing. Mitigation
pathways that depend on unproven or unsustainable levels of
land carbon removals represent a backslide rather than progress
toward net zero.

The findings suggest that the land area pledged for carbon re-
moval—now exceeding 1 billion ha—continues to far outstrip
what is feasible or sustainable. This raises serious concerns
about the realism of many countries’ targets and the likelihood
that CDR will materialise at the scale and pace projected. Over-
estimating the role of land-based removals in national plans may
lead to an underestimation of future global temperature rise,
if fossil fuel and industrial emissions reductions are deferred.
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Implementation of pledges that would entail large-scale land-use
change also risks undermining food security, biodiversity, and
human rights. To avoid these trade-offs, countries should priori-
tise the restoration of degraded ecosystems and the protection
of remaining forests, rather than expanding land-based CDR as
an offset for continued emissions. Land sector targets must
be based on transparent, feasible plans grounded in ecological
limits and rights-based approaches.

The following chapter examines how pledges to halt deforesta-
tion and degradation could begin to close this gap—if imple-
mented effectively and equitably.
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The Forest Gap

Eknt

+ Limited ambition despite high potential
Commitments to halt and reverse
deforestation and forest degradation
remain limited in national climate
commitments, despite their capacity to
deliver rapid emissions reductions and
restore ecosystem integrity.

» The growing ‘forest gap’
A significant gap exists between current
deforestation and degradation rates, the
reductions required to achieve the 2030
global goal of halting and reversing
forest loss and degradation, and existing
national pledges. As of November 2025,
the combined ‘forest gap’ was almost 20
million ha.
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* Forest loss undermines climate and
biodiversity goals
Approximately one-quarter of global
forest cover has been lost. Protecting
and restoring forests remains among
the most cost-effective and immediately
available mitigation options, yet annual
rates of forest loss continue to rise,
undermining progress on both climate
and biodiversity targets.

Forest degradation: the hidden crisis
Forest degradation occurs at rates even
higher than deforestation, although
estimates vary depending on the types
of impact assessed. Strengthened
commitment and capacity to monitor,
report and address degradation is
essential to quantify emissions and
safeguard ecosystem integrity.

+ Accountability and equity in forest
protection
Improved accounting to track different
states of ecosystem condition and
monitor a range of forest degradation
characteristics is critical to guide fair and
effective action. A global accountability
framework is needed to ensure
transparent, consistent and equitable
standards for defining, monitoring and
reporting forest protection.

KEY MESSAGES

RIVER JORDAN FOR NRDC
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Introduction

Protecting and restoring forests are critical for slowing global
warming and contributing to achieving the 1.5 °C temperature
goal of the Paris Agreement. This goal can only be achieved
by halting emissions from both fossil fuels and from the loss
and degradation of forests, which means protecting the carbon
stocks in standing forests (Pan et al., 2024). The contribution
of protecting and restoring forest carbon stocks to climate mit-
igation has often been overlooked or underestimated. However,
these actions present the most effective land-based strategies
for maintaining and increasing a stable and resilient biosphere
carbon reservoir. Protection and restoration of existing forests
provide near-term, low-cost and feasible mitigation strategies,
while also achieving climate adaptation and development ben-
efits (Roe et al., 2021). Protecting forests has synergistic roles,
supporting inter-related goals for the climate, biodiversity and

Figure 2.1 Role of forests in the global carbon cycle

Fluxes are annual rates (Gt CO, per year) as a decadal average
(2014—2023). Gross fluxes of emissions and removals are shown
as hatched bars and net fluxes as solid bars. Net land use has been
separated into deforestation and degradation components resulting
from human activities. The emissions and removals included in net

deforestation include equivalent losses and gains due to shifting cul-

tivation. Other transitions are included in the net deforestation flux.
Degradation is separated into the gross fluxes of harvest emissions

ecosystem functioning that maintain the life-sustaining system
of the planet (Barber et al., 2020).

Despite several decades of high-level political effort to tackle
deforestation, particularly in the tropics, forest loss continues
apace, with 7.2 million ha of deforestation in 2024. The area
of tropical moist forests degraded annually is estimated to
be 30 percent higher than the area deforested in 2024 (FDAP,
2025). Deforestation and forest degradation are large sources
of GHG emissions, with deforestation (permanent forest loss)
contributing 3.7 Gt CO- per year globally and degradation by
wood harvesting an additional 1.1 Gt CO, per year (Friedlingstein
et al., 2025). Under current reporting standards, wood harvest
emissions are reported as a net figure, which obscures their true
impact (see Figure 2.1). Land-use change emissions rose by 0.5
Gt CO, in 2024, driven by fire linked to deforestation and degra-
dation (Friedlingstein et al., 2025). These emissions estimates

from decomposition and combustion of debris and wood products,

and regrowth post-harvest. The difference is the net emissions
from forest management including wood harvest. Emissions from
peat drainage and fires are included in degradation. Net Land Use
refers to the net flux from deforestation and degradation. The
terrestrial passive sink refers to removals attributed to increased
forest growth in response mainly to the CO, fertilization effect and
increased nitrogen deposition.
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do not fully capture the impacts of forest degradation inclusive
of logging, fire, edge effects and fragmentation, with regional
studies in boreal, temperate and tropical forests showing forest
degradation contributing more to carbon loss than deforesta-
tion (Ceccherini et al., 2020; Qin et al., 2021; Yu et al., 2024). If
emissions from deforestation and degradation were reduced
or eliminated, the net land sink would be significantly greater in
contributing to removals of CO, from the atmosphere.

Human activities create feedbacks where deforestation increas-
es forest degradation; degraded forests become more vulnerable
to disturbance, and this cycle drives further deforestation, land-
use change and emissions that exacerbate climate change. The
2024 edition of The State of the World’s Forests Report found
that nearly 75 percent of the global forest area had been degrad-
ed and transformed (FAO, 2024), with thresholds for functional
biospheric integrity crossed on 60 percent of global land area
(Stenzel et al., 2025).

2.1 Assessing the ‘forest gap’

Countries have set a target of halting and reversing both de-
forestation and forest degradation by 2030 in the first Global
Stocktake of the Paris Agreement (UNFCCC, 2023a) and the
2030 Agenda for Sustainable Development (UNFF, 2024), which
are extensions of multiple previous political declarations and
commitments. Yet assessments of rates of deforestation and
degradation show the current rate of deforestation is 63 percent

higher than required for the timeline of halting deforestation by
2030 (FDAP, 2025).

The ‘forest gap’ assessed here represents the difference be-
tween the current rates of deforestation and degradation, the
rate of reduction required to meet the 2030 target of halting
deforestation and degradation globally, and the pledges made
by countries to reduce deforestation and degradation. Rather
than assuming a linear continuation of the rate of reduction in
degradation without an indication of how this would be achieved,
this report assesses the gap between commitments in countries’
climate pledges and the zero target by 2030. This gives an es-
timate of whether and how the target may be achieved and the
relative differences between countries’ ambition.

Our analysis of countries’ climate pledges (NDCs and LT-LEDS)
submitted to the UNFCCC up to November 2025, shows that 38
countries have made explicit commitments to tackle deforesta-
tion. Eighteen countries have commitments that specifically
mention efforts to reduce degradation. Of these, only 13 coun-
tries have made commitments related to both deforestation and
forest degradation. This compares poorly with commitments on
forest restoration (77 countries) and reforestation (97 countries),
as reported in Chapter 1 (see Figure 2.2).

The review also indicates that climate pledges provide limited
information of the areal extent and location of land that may be
protected under plans to reduce deforestation and degradation.
Our review of NDCs and LT-LEDS calculates that they contain
pledges related to protecting 3.9 million ha from deforestation

Figure 2.2 Country pledges for carbon removal (land-use change and restoration)

vs forest protection (reduced deforestation and degradation)

.ly
Z
)
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and 2.5 million ha from degradation. If implemented, these
pledges would see deforestation rates reduced from the decadal
average of 7.8 million ha per year to 3.9 million ha per year for
deforestation, and 15.7 million ha per year for degradation. When
compared with current rates of deforestation and forest degra-
dation, this results in a gap of 19.8 million ha compared with
halting forest loss and degradation by 2030. This analysis in-
cludes the United States, whose 2 million ha degradation pledge
will raise the forest gap to 21.8 million ha upon its withdrawal
from the Paris Agreement in January 2026.

Figure 2.3 The global deforestation gap

As of 2024, countries that have deforestation pledges in NDCs
were responsible for over 5 million ha of forest loss, representing
almost 65 percent of the global total. Of this, more than one-third
occurred in Brazil, and almost 20 percent in Indonesia. In 2030,
this will be reduced to 1.4 million ha if all these countries meet
their pledges to halt or reduce deforestation (see Figure 2.3a).
Countries contributing over 2.5 million ha per year to current
global deforestation rates do not have deforestation pledges
included in their submissions to the UNFCCC (see Figure 2.3b).

The historical deforestation trend (green line) and projection (orange line) for a) countries with pledges to reduce or halt
deforestation, b) countries without pledges, and c) all countries (dark green represents countries with pledges, light green is
countries without). For countries without pledges, the 10-year trend is assumed to continue to 2030. The global deforestation
gap is 3.9 million ha per year, representing the rate that exceeds the target of zero deforestation by 2030.
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When considering the global degradation gap, in 2030 there is
expected to be only a slight decrease from the decadal average
rates of forest degradation (at 18.2 million ha per year according

2.1.1 Deforestation and degradation both
matter for climate impacts

to GFW), to an expected annual rate of 15.7 million ha per year in Climate policy to date has focused largely on deforestation be-
2030 based on current pledges (see Figure 2.4c). This reflects cause it is easier to identify and detect. The lack of recognition
the very limited number of countries that have offered quantita- of the importance of forest degradation and its under-reporting
tive pledges to reduce degradation in their NDCs and LT-LEDS. derives from the definition of forests (see Box 1 and glossary)

Figure 2.4 The global forest degradation gap

The historical degradation trend (green line) and projection (orange line) based on submissions to the UNFCCC for a) countries
that have degradation pledges b) countries without degradation pledges and c) all countries. For countries without pledges,
the 10-year trend is assumed to continue to 2030. In c), the degradation rate as monitored by the FLII is also shown in yellow.
Using the country-by-country analysis from Global Forest Watch (GFW) and submissions to the UNFCCC, the same rates of
change are applied to the FLII's degradation estimates out to 2030.
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that is based on the extent of tree cover, but does not include
an assessment of condition that would identify the effects of
degradation (Keith et al., 2021). Forests that have been exposed
to industrial-scale human activities, ranging from clearing then
regrowth to removal and damage of trees, are in a degraded
condition. The structure, composition and function of the forest
ecosystem have been impacted by these activities such that
the ecosystem integrity and the carbon stocks have been re-
duced. However, land with tree cover in all forms—primary forest,
regrowth secondary forest, degraded forest and temporarily
destocked areas awaiting regrowth—are all classified as forest
land for the purposes of country reporting to the UNFCCC.

Exacerbating this problem is the fact that many countries do
not fully acknowledge or monitor the state of forest degrada-
tion. Country reporting on the state of forests to the FAO varies
greatly in the distinction between deforestation and degrada-
tion. Only one-quarter, or 59 countries, representing 37 percent
of the global forest area have official national definitions of
forest degradation and 17 countries have operational defini-
tions, where two-thirds of these countries are in Africa and
Asia (FAO-FRA 2025). Of these countries with definitions, only
three-quarters indicated that they had attempted to monitor
the extent of degradation and reported to FAO. These num-
bers have changed little since the previous reporting for the
Global Forest Resource Assessment 5 years ago (FAO-FRA,
2020). Such a low rate of monitoring and reporting hinders
the assessment of progress towards NDC commitments. Re-
porting of degradation is also needed for other targets, such
as the Global Biodiversity Framework Target 2 on effective
restoration of more than 30 percent of degraded forest eco-
systems, which requires identifying and assessing the extent
of forest degradation before effective restoration strategies
can be implemented.

2.2 Spotlight on forest
degradation

The reduction in ecosystem integrity that occurs with forest deg-
radation is a core concern of the three Rio Conventions (UNFC-
CC, Convention on Biological Diversity (CBD) and United Nations
Convention to Combat Desertification (UNCCD)) due to the loss
in benefits from the ecosystems in terms of climate, biodiversi-
ty, water and land. Addressing the extent, drivers and impacts
of forest degradation is essential to assess human pressures
and unlock forests’ potential for climate mitigation and other
benefits. Degradation of forest ecosystems creates four key
categories of impacts by reducing the benefits of forests. First,
reducing the climate change benefit of forests in the global car-
bon cycle by decreasing carbon storage and sequestration in
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ecosystems. Second, reducing the climate stability benefit of
forests at local to global scales through their influence on en-
ergy and water balances that control temperature and rainfall
patterns (Seymour et al., 2022). Third, reducing the provision
of ecosystems services, such as water supply and filtration,
clean air and erosion control. Fourth, reducing the resilience and
adaptive capacity of ecosystems to the impacts of disturbances
and climate change.

A key limitation for incorporating forest degradation into policies
and targets is the lack of a universally agreed definition of the
term and common methods for monitoring. The definition in
Box 1 provides a theoretical basis for identifying and quantify-
ing forest degradation by focusing on the differences between
categories of forest condition.

The emissions from degradation are not reported transpar-
ently in national GHG inventories (other than direct biomass
removal)—and hence will not be reflected in national Biennial
Transparency Reports to the UNFCCC, nor incorporated into
regional and global carbon budgets. Degradation also occurs
where net deforestation is reported, because gains and loss-
es in forest area often differ in characteristics of ecosystem
condition, including age structure. Hence, the contribution of
land-use and land-cover changes to the total atmospheric CO,
concentration is not fully estimated (Silva Junior et al., 2020)
and the total impact of sectors such as industrial logging is not
recognized (Arneth et al., 2017). The impact of logging by re-
ducing carbon storage of regrowth forests at landscape scales
is 30 to 70 percent across tropical, temperate and boreal forest
biomes, representing a significant loss of biosphere carbon
stocks (Keith et al., 2022; Mackey et al., 2020; Noormets et al.,
2015). Conversely, the potential to restore lost carbon stocks
from past degradation has not been fully realized. Improved
carbon accounting is required by governments to report on the
full extent of changes in tree cover and ecosystem condition,
so as to give a clearer picture of the area and impact of forest
loss and degradation (Keith et al., 2021).

Degradation adjacent to deforested areas occurs through edge
effects and fragmentation, which alter microclimates and water
cycles by increasing temperatures, and generating drier air, more
intense winds and more solar radiation. The changes in forest
structure and microclimate caused by degradation make the
remaining forest more vulnerable to disturbances. The vulner-
abilities associated with edge effects include increased occur-
rence of fire, windthrow, potential for increased landslides and
flooding. In addition, the increased access to forest margins
promotes illegal logging (Banbury Morgan and Jucker, 2025;
Briant et al., 2010). The changes in microclimate are detrimental
to many forest-dwelling species (Willmer et al., 2022), leading to
changes in diversity (Esquivel-Muelbert et al., 2019).
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Box 1 Forest definitions

Forests

Commonly accepted definitions of
forests, which are based on structural
characteristics of woody vegetation,
such as tree height, canopy cover, and
intended land use, do not allow for
differentiation due to the condition

of the ecosystem, status of degrada-
tion, or differences between biomes,
making comparisons across biomes

or countries difficult. Tree height and
canopy cover of forests in each biome
differ significantly, so that thresholds
for identifying primary forest, as distinct
from disturbed forest, in one forest type
will not be appropriate in another type.
For example, thresholds need to differ
between coniferous boreal forests and
broadleaf tropical forests. Differing
thresholds need to be ecologically
based and consistent for a forest type
or biome, rather than the current situa-
tion where countries can select specific
thresholds within the stated ranges

for UNFCCC reporting that suit their
circumstances. This highlights the case
that consistent definitions and reporting
standards are needed.

Deforestation

Deforestation is the conversion of
forest to other land uses, such as
agriculture or settlements, and involves
a permanent reduction in tree cover
below the canopy cover threshold de-
fined as a forest. The loss of trees may
result from human activities, impacts of
disturbance, overutilization, or changing
environmental conditions such that
tree cover cannot be sustained (FAOQ,
2025a). Tree cover loss where there is
the potential or intention for regrowth,
such as temporarily destocked areas
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post-harvest, are not counted as
deforestation but remain classified as
forest land. The amount or condition

of regrowth is not assessed, and hence
the time frame and degree of tree cover
loss in unknown, allowing potentially
severe losses of carbon and biodiversity
in areas still classified as ‘forest’.

Forest degradation

Forest degradation is a change in
ecosystem condition that reduces the
ecosystem integrity of the forest. Deg-
radation is the result of changes in both
land cover and land use and includes
impacts from human activities (includ-
ing forest management for commodity
production), as well as severe climate
events, fire, pests, diseases and other
disturbances. The composition, struc-
ture, function and productivity of the
ecosystem is impacted by these land
uses. The impacts are long-term and
persistent (CBD, 2006; FAO and UNEP,
2020; IPCC, 2019). Detecting degrada-
tion involves monitoring the magnitude
and scale of changes in ecosystem
characteristics and ecological process-
es. These changes include species
loss, introduction of invasive species,
reduced structural complexity, reduced
age distribution, particularly in the case
of old trees, decreased carbon stocks,
increased forest fragmentation, as well
as reductions in many other characteris-
tics of ecosystem condition. Assessing
changes in condition encompasses
both state variables and ecological
processes that drive forest dynamics,
determine ecosystem resilience and tra-
jectories of recovery from disturbance
(Ghazoul et al., 2015). Degradation of
forest ecosystems reduces the provi-
sion of goods and services (FAO, 2011),

as well as biodiversity values, productiv-
ity and health, and may negatively affect
other land uses and cause emissions

of GHG.

A range of on-ground and remotely
sensed techniques are used to detect
degradation (see Annex A1), but none is
comprehensive of all potential changes
in ecosystem characteristics. The defi-
nition of degradation and techniques are
not standardized and there is no general
commitment to monitoring and report-
ing of degradation. Hence, many areas
and types of forest degradation remain
undetected, and their impacts are not
included in decision-making processes.

Ecosystem integrity

Ecosystem integrity refers to the sys-
tem’s capacity to maintain composition,
structure, autonomous functioning and
self-organization over time using pro-
cesses and elements characteristic of
the ecoregion and within a natural range
of variability. The system has the capac-
ity for self-regeneration and adaptation
by maintaining a diversity of organisms
and their inter-relationships to allow
evolutionary processes for the ecosys-
tem to persist over time at the landscape
scale. Ecosystem integrity encompasses
the continuity and full character of a
complex system required to maintain
resistance and resilience to the threats
of disturbances (Keith et al., 2020).
Maintaining ecosystem integrity is
the reference point for assessing degra-
dation. Challenges exist in quantifying
integrity and the natural state of eco-
systems, but it is critical that ecosystem
integrity is the conceptual reference lev-
el to provide an understanding of what
has been lost through degradation and
the potential gains through restoration.
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The extent of degradation ranges from 400 m to 7 km from the
disturbance, depending on the variables. Areas subject to edge
effects constitute a significant portion of forest landscapes,
affecting 18 percent of the remaining forest area globally (Bour-
goin et al.,, 2024; Chen et al., 1999). Globally, an estimated 70
percent of forest areas are within 1 km of forest edges (2000
data) (Haddad et al.,, 2015; Hansen et al., 2020). Fragmentation
of forest areas, particularly due to roads, has resulted in more
than half of forest areas being less than 100 ha, and only 7 per-
cent greater than 10 000 ha (Ibisch et al., 2016). This fragmenta-
tion means that the degraded area can far exceed the area that
has been deforested, and the smaller the remaining patches, the
greater the proportion of degradation.

2.2.1 Drivers of forest degradation

Forest degradation results from industrial-scale human activi-
ties, with a range of direct and indirect factors, with the most
prevalent driver being commercial logging (Curtis et al., 2018),
while extreme fires play an increasing role as an indirect driver
(Huang et al., 2025) (see Figures 2.5 and 2.6 for an overview
of deforestation and degradation drivers by area of tree cov-
er loss). The feedback between human activities and climate

change impacts exacerbates disturbance regimes, leading to
reduced ecosystem integrity and increased vulnerability of their
carbon stocks and biodiversity. These changes often increase
tree mortality, both immediate and long-term, and alter regen-
eration patterns (Silva et al. 2018). Often, the multiple drivers
interacting cannot be attributed individually, but are shifting
ecosystem dynamics to new states.

Drivers of tree cover loss differ by biomes and regions, with
tropical regions experiencing more permanent tree cover loss
due to land-use change to permanent agriculture, and boreal
and temperate regions in the northern hemisphere experiencing
more temporary tree cover loss as degradation from logging and
wildfires (Curtis et al., 2018; Sims et al., 2025).

Forests managed for wood commodity production comprise one-
third of the world’s forests (Puettmann et al., 2015). This type of
land use invariably results in removing trees, damaging remaining
trees and other vegetation, soils and waterways (Mayer et al.,
2020) and creates younger even-aged stands dominated by com-
mercially valuable tree species (Pearson et al., 2017; Puettmann et
al., 2015). Industrial logging in northern hemisphere forests is one
of the largest drivers of tree cover loss globally (Banbury Morgan
and Jucker, 2025; Sims et al., 2025). The effect of degradation

Figure 2.5 Drivers of degradation in categories related to direct or indirect human activities
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caused by logging is evident in Europe, where forest ecosystem
condition is approximately 50 percent lower than for natural for-
ests (Maes et al., 2023), and in temperate forests of Australia and
Europe, where carbon stocks are halved (Keith et al., 2024, 2022).

Fire is part of natural processes of disturbance in many ecosys-
tems, but the severity and frequency of fires are increasing due
to climate change and human activities. Fires are also occurring
as a result of human activities in ecosystems where they are not
part of the natural state, such as in tropical forests where emis-
sions from fires have increased greatly (Gatti et al., 2023). Fire
as a natural process is not a driver of degradation, but increased
intensity and frequency of fires is likely to reduce the characteris-
tics of ecosystem integrity, for example the capacity for regener-
ation, changes in tree age distribution, and soil erosion. Changes
in fire occurrence are the result of direct human activities such
as increased ignition sources; indirect activities causing drying
and fragmentation that increase the flammability of the forest;

Figure 2.6 Global tree cover loss categorized by drivers!

and climate change effects such as increased temperatures,
reduced humidity and increased wind. The loss of ecosystem
integrity reduces the resilience of forests to threats such as fire
and drought. Logging and maintaining younger-aged forests are
activities that increase the severity and extent of fires in tropical
forests (Barni et al., 2021), temperate broadleaf forests (Taylor et
al., 2014; Zylstra, 2018) and conifer forests (Bradley et al., 2016).

Globally, fire-induced forest loss increased twofold from 2001
to 2024, with this growing trend related to both the frequency
and severity of fires (Huang et al., 2025; Potapov et al., 2025).
In 2023 and 2024, the area of forest loss from wildfires esca-
lated (see Figure 2.6), resulting in an increase in emissions of
7.0 Gt CO, in 2024 (11-32 percent above the decadal average)
(Friedlingstein et al., 2025) and a 75 percent decline in the forest
carbon sink compared with an average year, the lowest level
in at least two decades due to extreme fires (Harris and Rose,
2025). In ecosystems where fire does not occur naturally, such

Permanent tree cover loss is considered deforestation a), Temporary human-induced tree cover loss when it reduces ecosys-
tem integrity is considered degradation b). The drivers of wildfires and natural disturbances result in temporary tree cover loss
and are considered contributors to forest degradation if the disturbance regime (such as droughts, storms, pests, diseases)
has been altered due to human-induced climate change or other factors (e.qg. ignition sources).
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1 Tree cover loss is a stand-replacement disturbance or the complete removal of tree canopy cover at the pixel scale. Tree cover is defined as woody vegetation taller than 5 m and canopy
density of at least 30 percent at 30 m resolution (Hansen et al., 2013; GFW 2025). Tree cover loss can be permanent or temporary.
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as tropical forests, extensive fires are now prevalent due to de-
forestation and the consequent widespread degradation of the
remaining forest (Mataveli et al., 2022).

2.2.2 Monitoring forest degradation

Forest degradation is heterogeneous in space, time and inten-
sity, creating difficulties for detection. Degradation involves a
wide range of forms and degrees of ecosystem modification
and hence is more challenging to capture in remotely sensed
indicators than permanent tree cover loss. Detecting degrada-
tion involves identifying changes in canopy cover; structural
characteristics such as tree height, density and canopy layers;
species composition; and spatial distribution such as fragmen-

tation or patch size. Changes to forest structure are more readily
detected remotely but can be small-scale, diffuse and unevenly
distributed, and require thresholds for detection that differ by
forest type. Many changes occur beneath the forest canopy and
are difficult to detect—invasive species are a prominent example.
Since degradation varies, many indices exist using different
data and scales, but no single metric captures all ecosystem
changes. It is critical that degradation is assessed in terms of
overall losses in characteristics of ecosystem integrity. A range
of indices in current use for monitoring forest degradation are
summarized in Table 2.1 and details are provided in Annex A1.
The comparison shows that quantifying the area of degradation
is reliant on the specific remotely sensed characteristics applied
in deriving the indices.

Table 2.1 Summary of indices for monitoring forest degradation

Index Data description

FAO Forest Resource
Assessment :
; of degradation based on national definition

many countries ;
¢ butnot complete | 2020

Country reporting differentiating primary and
i secondary forest and preliminary monitoring

Scale Time period Source

© 5-yearly from . FAO, 2025a, 2020b

| GFW, 2025; Sims et al.,

Global Forest Watch Annual tree cover loss by driver global 2001 - 2024 ;

: : : ;2025
Forest Management Frequency of tree cover losses and gains global 2000 - 2020 Betts et al. 2024
Intensity : : :
Intact Forest Map of large areas with little human impact global 2000 - 2013 Potapov et al. 2017
Landscape : : : :
MapBiomas Spatial data for land cover, land use, fire scars regional 1985 - 2024 MapBiomas, n.d.

¢ used to map fragmentation, fires, age of ‘ ‘ ‘

i secondary forest
Canopy Stability Remotely sensed time series of canopy regional 2003 -2018 Shestakova et al. 2022
Index i photosynthetic and water stress function : : :
Light Detection and Airborne and satellite sensing of canopy regional / global 2016 -2018 Csillik et al., 2024
Ranging i structure, particularly tree height : : :
Light Detection and Change in canopy cover, height and biomass pan tropical 1990-2022 Bourgoin et al., 2024
Ranging, Landsat i related to edge effects : : :
Moderate Change in biomass carbon stock pan tropical 2003-2014 Baccini et al., 2017
Resolution Imaging ; ; ;
Spectroradiometer,
Light Detection and
Ranging (MODIS)
Forest Landscape Human pressures as edge effects and global 2019, FLII, 2025;
Integrity Index ; fragmentation from tree cover loss : i potentially annual : Grantham et al., 2020
Relative forest Spatial data for canopy height, aboveground regional potentially annual © Norman and Mackey,

maturity index living biomass and canopy cover

- 2023
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Analysis of fire in monitoring degradation is especially prob-
lematic because distinguishing natural fire regimes from those
influenced by human activities or climate change is difficult, but
this distinction is important as the outcomes in terms of ecolog-
ical processes are different. For example, forests experiencing
natural fire regimes would be expected to restore canopy cover,
whereas changes that increase fire severity and or frequency
may reduce canopy recovery.

Monitoring forest degradation at global, national and region-
al scales would ideally involve an approach derived from data
at multiple scales and resolutions and from multiple sensors.
These data need to capture the impacts in terms of the area of
forest affected by different human activities, and the resulting
changes in characteristics of ecosystem integrity, such as loss
of carbon stocks, big old trees and required habitat for species.
A multi-layered approach to estimating forest degradation would
involve global remote sensing of forest structural character-
istics, empirical case studies quantifying impacts on various
characteristics of ecosystem integrity, and quantifying the area
and characteristics of edge effects from deforestation.

Two data sources are used in this report to provide estimates
of forest degradation at a global scale. Global Forest Watch
provides data on annual rate of tree cover loss distinguished by
permanent or temporary change and drivers (GFW, 2025; Sims et
al., 2025). Temporary forest loss due to logging, wildfire, shifting
cultivation and other natural disturbances are indicative of deg-

Addressing the extent,
drivers and impacts of
forest degradationis
essential to assess human
pressures and unlock
forests’ potential for
climate mitigation and
other benefits.
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radation, but this does not include the impacts of edge effects
adjacent to deforestation. The Forest Landscape Integrity Index
(FLI) provides annual data from 2018 on the status of forests in
terms of total areas impacted by tree cover loss with associated
edge effects based on proximity to the area of loss (FLII, 2025;
Grantham et al., 2020). The FLII is more comprehensive of types
of impacts of degradation and their spatial extent, but does not
include broadscale impacts not related to tree cover loss, such
as selective logging and fire not causing tree mortality. Neither
index incorporates all the characteristics and distributions of the
impacts on forest ecosystems.

2.2.3 Current extent of deforestation
and degradation

The total area of deforestation (permanent tree cover loss) is
estimated at 1.4 billion ha, equivalent to the loss of 25 percent
of the historical forest area of 5.7 billion ha (Grantham et al.,
2020). The total area of degraded forest estimated by the FLII in
2019 was 2.6 billion ha (two-thirds of this in the medium integrity
category and one-third in the low integrity category)—almost
twice the area that has been deforested (Grantham et al., 2020).

Annual rates of deforestation, as indicated by permanent tree
cover loss, averaged 7.8 million ha per year from 2015 to 2024,
with the highest rate in 2017, due mainly to clearing for agricul-
ture and logging (see Figure 2.6). Annual rates of temporary tree
cover loss, indicative of a subset of the impacts of degradation,
averaged 18.2 million ha per year from 2015 to 2024, with the
highest rate in 2024, of 22 million ha, when large areas were
impacted by wildfire. Hence, the rate of degradation was approx-
imately twice that of deforestation when measured as temporary
tree cover loss (GFW, 2025).

The annual rate of forest degradation estimated from the FLII
uses a more expansive definition of degradation than temporary
tree cover loss. The annual rate of degradation is estimated as
areas moving to a lower integrity category. The calculation is the
net change in categories but does not reveal the gross reduc-
tions in integrity categories (Grantham et al., 2020). The larger
area of annual rate of degradation estimated by the FLII com-
pared with GFW is indicative of the broader scope of impacts
included in the calculation. Within critical regions, such as the
Brazilian Amazon, the area of forest degradation (33.7 million
ha) surpassed the area of deforestation (30.8 million ha) during
1992-2014 (Matricardi et al., 2020).

Based on the current extent of forest cover (see Figure 2.7),
the proportion of loss in forest cover is shown by country (see
Figure 2.8). The distribution of forest degradation (see Figure
2.9) shows the proportion of degraded forest area by country
based on the FLII (Grantham et al., 2020).
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Figure 2.7 Global map of forest cover for year 2025

Source: FAO-FRA, 2025
W Boreal forest (28%) M Temperate forest (17%) M Subtropical forest (11%) M Tropical forest (45%) ¥ No forest

Figure 2.8 Global tree cover loss

Mha per year loss of forest cover

0

Source: GFW, 2025
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Most deforestation occurs in the tropics and only 4.6 percent of
recorded net deforestation occurs in temperate and boreal forest
biomes. However, gross deforestation and degradation contin-
ue in these biomes and at rates that will not meet zero 2030
targets, including in wealthy and industrialized regions such as
Australia, Europe and North America (FDAPR, 2025). For example,
in Europe, harvested forest area increased by 49 percent over
the period 2016-2018 relative to 2011-2015 (Ceccherini et al.,
2021, 2020). Even this figure may be conservative as this study
used Global Forest Change data (Hansen et al., 2013) to monitor
harvested forest area and would not therefore have detected the
partial removal of trees and hence some forms of degradation.

Degradation has a greater areal extent than deforestation and
hence the total emissions are often greater. The proportion of
emissions derived from degradation compared with deforesta-
tion within a region, which are reported in the literature, vary
depending on the drivers of disturbance that are included in the

Figure 2.9 Distribution of global degradation by country

analysis (see Table 2.2). Emissions occur from loss of vegeta-
tion and soil organic matter, and from reductions in biomass
productivity due to sensitivity to microclimate changes and dis-
turbances (Sullivan et al., 2020).

2.3 Quantifying the
deforestation and forest
degradation gap

Even under current COP30 pledges, around 20 million ha of
forest are projected to be lost or degraded each year by 2030,
revealing the inadequacy of planned actions to halt and reverse
deforestation and forest degradation. Key countries contributing
to this gap include countries with some of the highest rates of
primary forest loss, such as Russia, Canada, and Indonesia.
Pledges to take action against deforestation and degradation are

Data are sourced from the Forest Landscape Integrity Index 2019, which assesses global forests as having ‘low’, ‘medium’
or ‘high’ integrity. In the figure forests considered ‘low’ or ‘medium’ integrity are considered degraded.

Countries by % of degraded forest area

|
0 50 100
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dominated by tropical developing countries, but achieving these
pledges is conditional on the availability of climate finance.

2.3.1The Forest Gap

Countries’ climate pledges provide limited information on the
area of land that may be protected under plans to reduce defor-
estation and degradation. The data available indicate specific
pledges related to protecting 3.9 million ha from deforestation
and 2.5 million ha from degradation. These results are based
on 95 new NDCs and LT-LEDs submitted up to November 2025,
which saw less than 40 percent of countries submitting new
NDCs. In addition, many commitments were vague or incom-
plete, and as such these figures may not represent the full in-
tended commitment of countries.

As of 2025, countries with pledges to halt or reduce deforesta-
tion contributed to 5.2 million ha of yearly deforestation (aver-
age 2015-2024), representing almost two-thirds of the global
total. Of these countries, Brazil accounts for over 40 percent of
current deforestation (2.2 million ha), while Indonesia accounts
for almost 20 percent (0.9 million ha). In 2030, pledges indicate
that this group of countries’ deforestation levels will be reduced
to 1.4 million ha. Brazil's zero deforestation pledge by far con-
tributes the most to this reduction, while reduction pledges by
Indonesia (to 175 000 ha per year), Colombia (to 50 000 ha per
year), and Australia and Mexico (halting deforestation) are also
significant. As of 2025, countries without deforestation pledg-
es were responsible for 2.5 million ha of annual deforestation.
These countries deforestation rates are assumed to continue at
the 10-year average (2015-2024) rates of deforestation.

Table 2.2 Global and regional examples of areas and emissions from degradation

expressed as a multiple of deforestation

Areas and emissions are estimated on an annual basis but

over varying time periods in different studies.

Degradation as a multiple of

deforestation
Activities Area Emissions Source

Global Logging, fire, shifting cultivation, other 1.9 1.4 GFW (2025)

. disturbances ‘ ‘
Pan tropical All disturbances 2.3 Baccini et al. 2017
Tropical and Logging, wood fuel, fire 0.33 Pearson et al. 2017
subtropical : :
Southern Brazilian Logging, fire 5 1.6 Csillik et al. 2024
Amazon ; :

. Logging, fire, windthrow, edge effects 4.6
Brazilian Amazon Logging, fire, edge effects, isolation, drought 3.0 Qin et al. 2021
Amazon Edge effects 0.33 Silva Junior et al. 2020
Brazilian Amazon Logging, fire, edge effects, isolation 1.1 Matricardi et al. 2020
Brazilian Amazon Logging 0.6-1.2 1.25 Asner et al. 2005
Brazilian Amazon Logging . 1.15-1.19 Huang & Asner 2010
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When considering all countries (those with and those without
pledges to reduce deforestation), by 2030 global deforestation
rates (current decadal average 7.8 million ha per year (2015-
2024)) will decrease by 50 percent, to a rate of 3.9 million ha
per year, based on country submissions to the UNFCCC (see
Figure 2.10).

In terms of degradation, as of 2025, countries with pledges to
tackle forest degradation were responsible for 2.7 million ha of
degradation annually (average 2015-2024), around 15 percent
of the global total of 18.2 million ha per year (average 2015-
2024). These areas are based on GFW temporary tree cover loss
data, which do not include edge effects, etc. As explained above,
the true extent of degradation is much greater if considering all
characteristics of forest ecosystem condition.

Based on their submissions to the UNFCCC, the degradation
rates of countries that have made pledges will be reduced from

Figure 2.10 The deforestation gap

2.7 million ha to 0.3 million ha in 2030. The majority of this re-
duction is due to pledges by Australia and the United States,
with both countries including targets to halt and reverse forest
degradation by 2030. The remaining countries with pledges to
tackle forest degradation all resulted in reductions of less than
100 000 ha per year each. As of 2025, countries without deg-
radation pledges are responsible for 15.4 million ha of forest
degradation annually. These countries’ degradation rates are
assumed to continue at the 10-year average (2015-2024) to 2030
(see Figure 2.11).

Throughout these results, the United States stands out as a
country which had pledged to halt what are significant areas
of deforestation and forest degradation, in an NDC submitted
under the Biden administration. The United States’ zero defor-
estation pledge would see its rate dropping from 134 000 ha of
deforestation each year to zero in 2030. Correspondingly, the

Historical deforestation rates shown to 2024, followed by projected rates to 2030 based on pledges submitted to
the UNFCCC to halt or reduce deforestation. The countries with the highest rates of historical deforestation and
degradation are shown individually. All other countries are combined in the group ‘all others’.
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zero-degradation pledge would see its rate dropping from 1.9
million ha of forest degradation each year to zero in 2030. How-
ever, when the Trump administration’s withdrawal from the Paris
Agreement comes into effect in January 2026, the United States’
NDC will no longer be valid. Subtracting the United States’ zero
deforestation and forest degradation pledge from the results
increases the forest gap by 2 million ha, to almost 22 million ha
per year in 2030.

Figure 2.11 The forest degradation gap

2.3.2 Uneven Ambition: Disparities in
Land Commitments and Support

These results are based on all current NDC and LT-LEDS sub-
missions to the UNFCCC, with less than 40 percent of countries
having submitted a new NDC since January 2024, and 8 percent
of countries having submitted a long-term strategy for 2050.
Hence, while the results should be interpreted with some cau-
tion, there are distinct trends that can be drawn.

Historical degradation rates shown to 2024, followed by projected rates to 2030 based on pledges submitted to
the UNFCCC to halt or reduce forest degradation. The countries with the highest rates of historical deforestation
and degradation are shown individually. All other countries are combined in the group ‘all others’.
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The first is that the majority of pledges come from tropical and
sub-tropical countries, with only 3 countries in temperate forest
biomes submitting pledges related to deforestation and forest deg-
radation, and no country with boreal forests submitting a pledge
(see Figure 2.12, Table 2.3). This is despite Russia, Canada, China,
countries with extensive temperate and boreal forests, being in the
top 10 countries that are losing primary forests, suggesting urgent
action is needed in these countries. These results accord with
other recent findings, such as 75 percent of countries reporting on
forest degradation to FAO being tropical and subtropical countries
in Africa, Asia, Oceania and South America (FAO-FRA, 2025)

Analysis of the pledges to reduce deforestation and forest deg-
radation also showed that most pledges are conditional on for-
est finance. This is to be expected, given the majority of pledg-
es come from Global South countries located in tropical and
sub-tropical regions (see Figure 2.12). These results show that
an area of at least of 23 million ha of forest could be protected
if climate finance was made available, based on the conditional
pledges made that are quantifiable (see Figure 2.13). Condition-
al pledges are spread throughout Africa, Latin America and Asia.
The largest conditional pledges are from Indonesia (14 million
ha), Cambodia (2 million ha), Burkina Faso (1.9 million ha) and
Bolivia (1.1 million ha).

Figure 212 Number of countries that include
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Figure 2.13 Deforestation pledges as number of countries by target conditionality
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2.3.3 Defining the gap between
pledges and targets for top 10 forest
loss countries

Despite national and international policies to halt and reverse de-
forestation and forest degradation, our review of pledges shows
a lack of plans and programmes, quantification and monitoring,
and targets to implement forest-related mitigation activities that
would achieve those targets. For pledges to effectively contrib-

ute to mitigation, the actions need to be described explicitly and
be quantifiable to support implementation.

For the top 10 countries that account for over 80 percent of
tree cover loss (both permanent and temporary), commitments
submitted to the UNFCCC were compared with other sources
to understand these pledges in the context of national policies.
For deforestation pledges, the analysis considered the average
annual rate of change in gross deforestation required to achieve

Table 2.3 Countries with pledges related to deforestation and degradation

in NDCs and LT-LEDs up to November 2025

43 countries have quantified pledges related to reducing or halting deforestation and forest degradation in
new NDCs or LT-LEDs submitted to the UNFCCC since January 2024 (indicates degradation pledge is a Land
Degradation Neutrality pledge, which may or may not cover forest lands).

Degradation  Deforestation

Country

Pledge Pledge
Angola YES
Australia YES
Belize YES
Benin i YES
Bolivia YES
Brazil YES
Burkina Faso YES
Cambodia YES
Chad YES
Chile YES
Colombia YES
Congo i YES
Costa Rica YES
Cote d'lvoire _ i YES
*Dominica YES
Equatorial Guinea YES
Ethiopia i YES
Fiji YES
Guatemala YES
Guinea i YES
Guyana YES
Haiti YES
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Degradation  Deforestation

Pledge Pledge

Indonesia YES

Jamaica YES

*Lebanon

Liberia

Mexico

Mongolia

Morocco

Myanmar

Nepal

Nicaragua

Nigeria

Papua New Guinea

Peru

Senegal

*Sierra Leone

Somalia

South Sudan

Sri Lanka

United States

Uzbekistan

Zimbabwe

Source: Authors’ own analysis
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zero-deforestation by 2030 and how this compared to both the
rate of change in deforestation over the last 10 years and the
change to deforestation pledged in submissions to the UNFCCC
and national policies and plans.

To better contextualize commitments towards reducing degra-
dation, the data were compared with the share of total forests
affected by degradation by drawing on existing datasets. These
included those of FAO (2025b) and the work underpinning the
FLII (Grantham et al., 2020). The countries included in this more
detailed analysis are shown in Figure 2.14. Additional analysis
on the deforestation and degradation commitments of these
countries can be found at landgap.org.

In terms of commitments to halt and reverse deforestation,
all of the top 10 countries contributing to tree-cover loss have
made reference to this in their NDCs, although only 3 have made
zero-deforestation commitments. Based on additional country
level analysis, as described above:

+ 2 countries—Australia and Brazil—have commitments
that may lead to zero further deforestation by 2030. The
United States previously had this commitment, but will
leave the Paris Agreement in January 2026.

Figure 2.14 Top 10 countries based on tree-cover loss

+ 3 countries—Bolivia , the Democratic Republic of Congo
and Indonesia—will not reach a zero-deforestation target
based on NDC commitments.

+ 4 countries—Canada, China, Malaysia and Russia—lack
clarity in their commitments to be able to assess their
alignment with a zero-deforestation target in 2030.

While Indonesia has imposed moratoriums on new harvesting
licenses in primary forests and experienced a period of declin-
ing deforestation, Indonesia has not made a pledge to halt de-
forestation or forest degradation. While targets have been set,
these are for restoring degraded lands and reforesting cleared
areas to achieve a net land sink, but the pathway falls short of
achieving zero deforestation or degradation by 2030.

In terms of commitments to halt and reverse forest degrada-
tion, while 18 countries have made reference to this in their
NDCs (see Table 2.3), only 2 countries out of the top 10 coun-
tries for tree-cover loss have made zero degradation commit-
ments—Australia and the United States. However, the United
States will leave the Paris Agreement in January 2026. The
remaining 8 countries do not include specific pledges to reduce
degradation. In addition, the lack of harmonised definitions and

Based on annual average rates of tree-cover loss (permanent and temporary) between 2015 to 2024.

Area of tree cover loss (Mha)
N

3
O H B B =
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indicators make comparability of pledges and actions difficult.
For example, Canada has the largest intact boreal forest and
ranks third globally in total forest area, after Russia and Brazil,
making it a critical country for global forest conservation. Can-
ada has not included targets to reduce degradation in either its
NDC or LT-LEDS, and does not comprehensively monitor loss
(including degradation) of primary forests.

2.4 Conclusion

Our analysis shows that the ‘Forest Gap’ revealed in country cli-
mate pledges means that up to 20 million ha of forests will still
be being deforested and degraded by 2030. Countries are not
serious about meeting global commitments to halt and reverse
deforestation and forest degradation by 2030.

Changes to forest management strategies are a priority for
climate change mitigation actions. Ceasing deforestation and
forest degradation result in immediate reductions in emissions
and require no additional land or human inputs. These actions
avoid emissions, which is the top of the mitigation hierarchy
referenced by the IPCC (Riahi et al., 2022). Restoration of
previously degraded forest is also a critical pathway for mit-
igation, resulting in slow but consistent increases in carbon
stock over decades; it does not require a change in land use.
In all cases forest protection and forest ecological restoration
require human and financial resources, to remove existing
pressures on forests, and, where needed, for replanting, re-
moving weeds, etc that hinder forest restoration. IPs and LCs
are often at the front-line of large-scale forest conservation
efforts (Garcia et al., 2024)
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Mechanisms to incentivize reducing
degradation and enhancing restoration

An enabling environment that incentivizes change in forest man-
agement involves the following key actions:

*+ recognizing that human activities are causing degradation
in all countries; it is not just a problem in tropical forests
and developing countries;

demonstrating the synergistic benefits of forest protec-
tion and restoration for climate, biodiversity and sustain-
ability goals;

« monitoring and reporting the area affected, the resulting
reduction of ecosystem integrity and carbon stock loss
to promote transparency about the impacts of human
activities on forests;

improving the rules and guidelines for national and corpo-
rate GHG inventory reporting that include gross areas of
forest change and their associated changes in ecosystem
condition and carbon stocks;

+ demonstrating economic development trajectories not
premised on deforestation and forest degradation;

« providing examples of activities to reduce degradation
and the magnitude of their impact that could be incorpo-
rated into country NDCs;

incorporating specific and quantitative targets for
forest-related mitigation activities in NDCs, including
deforestation, degradation, restoration, primary forest
loss and biodiversity.
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From extraction to restoration:
Transforming global
economic governance
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+ Current global economic
governance frameworks
significantly constrain
national policy and fiscal
autonomy, limiting countries’
ability to implement actions
aligned with deforestation
goals. These global rules
incentivize and can even
directly mandate ongoing
extraction of natural
resources.
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* The current structure
of global economic
governance—the institutions,
rules, decision-making
processes and mechanisms
that coordinate, regulate
and manage international
economic interactions—is
an important and under-
recognized underlying driver
of deforestation and forest
degradation.

+ Transforming global
economic governance
arrangements that lock
countries into extractive
sector growth models is
critical for realizing global
climate and biodiversity
goals. Structural policy
reforms in critical areas of
debt, fiscal policy, tax, trade,
capital flows and credit rating
agencies are needed to
create the conditions for that
transformation.

* Forest policymaking has

too narrowly focused on
creating market or financial
instruments that promote
private investment in nature
and forests, instead of
reckoning with the structural
global political-economic
barriers that many, if not
all, countries face. A new
economic order is needed
that privileges a reparative,
rights-based economy over
financialized capital for the
benefit of the few at the
expense of the many.
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Governments around the world have repeatedly committed to
protecting forests to meet both climate and biodiversity goals,
yet these ecosystems remain under threat from continued ex-
tractivism, as pledges and targets are often neither implemented
nor achieved.” An ever-proliferating body of evidence shows the
rapid decline in forest and biodiversity health, and the existential
threats that this loss poses to societal well-being (O'Brien et al.,
2025; Watson et al., 2019). However, this abundance of data has
failed to translate into meaningful action. While the direct drivers
of forest loss and degradation are clear—commodity driven de-
forestation and commercial logging, along with urbanization and
wildfires—forest policymaking at the national and international
level has thus far failed to meaningfully transform the conditions
that keep forest loss and biodiversity decline implacably in place,
as evidenced by the scale of the Forest Gap.

As Chapter 1 and 2 of this report show, NDCs are failing to ar-
ticulate the needed transitions, both by over-relying on land to
remove carbon—thereby delaying the required energy transition,
and failing to commit states to urgent action to halt emissions
from forest loss and degradation. Conventional explanations for
the failure to halt deforestation and forest degradation tend to
focus on, for example, lack of: political will, financial resources,
commitment from private sector actors, and state capacity to
implement decisions (Moreira-Dantas and Soder, 2022; Seymour
and Forwand, 2010; Taylor and Streck, 2018) and this under-
standing has continued to shape policy interventions focused
on supply chains, governance, and finance in the land and for-
est sector for decades. These gaps and deficiencies provide
only partial explanations. What is rarely discussed is how the
current structure of global economic governance—the political
economic “rules of the game”—significantly limits a country’s
policy and fiscal autonomy to take necessary actions aligned
with deforestation goals. These rules constrain what govern-
ments can or cannot do to address both economic develop-
ment and ecological crises (Almeida et al., 2024; Althouse and
Svartzman, 2022; Dempsey et al., 2024), at times incentivizing
and directly mandating ongoing extraction of natural resources.
As such, genuine progress toward deforestation goals demands
critical and meaningful policy engagement with global economic
governance structures that influence the boundaries of national
policy action.

This chapter has three core aims. First, it outlines on a broad
scale how the current political economic rules, norms and insti-
tutions—the rules of the game—constrain national governments
from pursuing alternative development pathways that prioritize
forests and rights. The second goal is to introduce the specific
economic structures that hinder greater ambition for forests

and land, discussed in more detail in subsequent chapters.
This chapter highlights that far from being implacable features
of global policy, approaches to transforming the rules of the
game have begun to take hold. Finally, it makes suggestions for
how the forest community can harness this ambition to better
achieve climate and biodiversity goals.

3.1 Unlocking ambitionin
NDCs: The economic barriers
to progress

Decisions related to land use, and thus deforestation and forest
degradation, fall under national authority, making national com-
mitments such as those assessed in this report via NDCs (along
with National Biodiversity Strategies and Action Plans (NBSAPs)
and other national strategies), vital policy and planning instru-
ments in the fight against the twin crises of climate change and
biodiversity loss. While market pressures such as consumer de-
mand clearly play a role in the expansion of extractive sectors, it
is governments that continue to approve, subsidize, and provide
preferential tax treatment for resource sectors and projects that
cause emissions and biodiversity loss from deforestation and
forest degradation.

Political and economic dynamics at the national and sub-na-
tional levels are part of the explanation, for example, govern-
ment legitimacy linked to economic growth (Hausknost 2020)
and regulatory capture (Li, 2023; OECD, 2017a), but they are not
the full story. Global economic governance rules, norms, and
institutions also constrain what policy pathways are available
to governments to respond to both economic and ecological
crises. As one recent report states, deforestation trends are
“exacerbated by the international financial architecture, which
requires forest-rich developing countries to prioritize policies
favored by international investors, often to the detriment of the
objectives of forest conservation” (Almeida et al., 2024). Facing
short-term pressures to pay debts, balance imports, maintain
‘investability’ (think credit ratings), and sometimes comply with
international financial institutions (think the International Mon-
etary Fund (IMF)), states often rely on maintaining or even ex-
panding sectors that cause deforestation and forest degradation
(Almeida et al., 2024; Althouse and Svartzman, 2022; Dempsey
et al,, 2024). These pressures are built into the global economic
system: failing to respond to these pressures would be risking
financial instability, stability that affects both people’s daily lives
and state’s ability to secure vital imports (such as technology
and medicine) and maintain public spending. In other words,

1 Extractivism, a concept born of anti-colonial struggle and thought in the Americas, is a mode of accumulation based on hyper-extraction with lopsided benefits and costs: concentrated
mass-scale removal of resources primarily for export, with benefits largely accumulating far from the sites of extraction.
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there are significant conflicts between the short-term, urgent
pressures states face to secure financial and economic stabil-
ity and the equally urgent need to maintain ecological stability
(Dempsey et al., 2024). All states face these pressures, but those
with the least political-economic power are most subject to
them. These states are often described as subordinated states
(Alami, 2024; Althouse and Svartzman, 2022).

Even when there is domestic political will for alternative develop-
ment pathways less focused on resource extraction, governments
experience challenges realizing their goals. If states introduce
new environmental laws or policies, or signal strong transition
plans that devalue certain industries, capital flight can ensue, and
financial markets can react with their own discipline—with credit
ratings downgrades or rising bond market yields. In 2024, when
Colombia publicly declared its commitment to a fossil fuel phase-
out, the production of which is affecting vast swaths of pristine
rainforests (Gonzalez-Gonzélez et al., 2021), the Colombian peso
was devalued and credit ratings agencies responded by down-
grading the country’s standing (TWN, 2024). The potential implica-
tions are manifold: higher borrowing costs cause fiscal strain on
government budgets, capital outflows weaken the currency while
depreciation raises the cost of imports (especially food, fuel, and
medicine), fueling inflation and governments then face pressure
to impose austerity measures to reassure investors. These con-
sequences have real impacts on people’s lives, and have sparked
public backlashes, protests, and unrest the world over, even top-
pling governments. Without focusing attention on and addressing
these underlying drivers of forest loss, the inherent contradictions

While there are
significant resource
imbalances to be
corrected and ecological
debts to be paid, the
finance gap narrative
does not reckon with the
structural political
economic constraints
that many, if not all
countries face advancing
alternative pathways.
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between tackling the drivers to climate change and biodiversity
loss on the one hand and maintaining economic stability on the
other means that national climate plans are set up to fail.

The drivers of deforestation and forest degradation, which in
turn contribute to climate change and biodiversity loss, vary
widely across countries and regions. Different tropical forest
countries, each with their own capacities and stages of develop-
ment, will experience these systemic constraints differently. The
challenges faced by Brazil and Indonesia, both middle income
countries with access to capital markets and significant trading
relationships, are not the same as those experienced by Congo
Basin countries, nearly all of which are in debt distress. Never-
theless, all countries exist within and are subject to the rules of
the global economic order. Tropical forest countries exist within
this larger system in which developing countries are subordinat-
ed in the global economy and therefore experience the structural
constraints of the international financial order more acutely than
those in Global North.

The realities of the current polycrisis (Tooze, 2022), a clus-
ter of connected and potentially amplifying crises, including
the COVID-19 pandemic, biodiversity loss, the climate crisis,
geopolitical shakedowns, a sovereign debt crisis, and the rise
of authoritarianism, invite and demand new ways of thinking
about how to support, enable, and incentivize forest protection
globally. Many have begun calling attention to the inadequacies
and frailties of the current international economic system, but
these pressures have not yet begun to shape decisions over
forest policy. Progress across these arenas stands to generate
much needed fiscal space for climate action and tackle the core
drivers of ecological destruction. More importantly, rebuilding
global economic governance is necessary to remove the impedi-
ments to and create the conditions for sustainable and inclusive
prosperity, including thriving forests and the communities that
depend on them.

3.2 Economic structures that
lock in extractivism

Unwinding the rules, policies and institutions that hinder coun-
tries’ ability to extricate their economies from a reliance on nat-
ural resource extraction is necessary to deliver on our shared
climate and biodiversity goals. Structural policy reforms in criti-
cal areas of debt, fiscal policy, tax, trade, capital flows and credit
rating agencies are needed to create the conditions to move to
more equitable and sustainable forms of development.

The sovereign debt crisis (see Chapter 4), reaching acute levels
in recent years, has increasingly attracted the attention of na-
ture-focused policymakers. Global public debt reached a record
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high of USD 102 trillion in 2024 and public debt in developing
countries has grown twice as fast as in developed economies
since 2010 (UNCTAD, 2025a). Developing countries face a high
and growing cost of external public debt, with debt service pay-
ments reaching USD 487 billion in 2023 (UNCTAD, 2025a). Many
climate-vulnerable countries are now spending twice as much
on interest payments to foreign creditors than they are on ad-
dressing the climate crisis (IIED, 2024)). Many forest countries
are often unable to borrow in their domestic currency and are
forced to offer higher interest rates to attract investors. Weak
currencies and high borrowing costs lead to persistent external
indebtedness, limiting fiscal space to invest in climate action,
forest protection, and land restoration.

Sovereign debt not only limits the ability to invest in climate ac-
tion; it creates the conditions for ongoing extraction, forest loss
and degradation of forests and other lands. Under current rules
of global economic governance sovereign debt acts as a struc-
tural driver of ecosystem loss, pushing governments to expand
commodity exports to secure foreign exchange, meet external
debt payments, and maintain credit ratings (see Chapter 4 and
Dempsey et al., 2024). Key institutions of the global economic
order that manage economic crises, particularly the IMF, incen-
tivize, and sometimes mandate, quickly expanding extraction at
the expense of ecological integrity, forest health or long-term
economic development, in order to generate resources to pay
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external creditors. A recent study found that participation in an
IMF programme leads to an average additional 9.2 percent of
annual deforestation on average because IMF austerity require-
ments drive countries to invest in extractive sectors to increase
revenue (Forster et al., 2024).

These debt dynamics also reveal a deeper imbalance in the
global economic order. Instead of receiving net inflows of capital
to meet their sustainable development needs, the most climate
vulnerable low- and middle-income countries are net exporters
of capital to the Global North. In 2023, nearly USD 200 billion left
developing economies in bond and loan repayments to private
creditors, far more than the new financing they received from
international institutions (Summers and Singh, 2024). More-
over, since 2004, these countries have also accumulated more
than USD 15.5 trillion in foreign assets and reserves, channeling
domestic savings into low-yield ‘safe’ assets in advanced econ-
omies instead of investing at home (Volz et al., 2024). These
combined outflows from debt service and precautionary reserve
accumulation are not accidental but are built into the ‘rules of
the game’ as defined above, which protect creditor security and
dollar liquidity at the expense of development needs. The result
is a global order in which countries most vulnerable to envi-
ronmental degradation (biodiversity decline, forest loss, etc.)
and most in need of structural transformation are financially
constrained from preserving their own environments.
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However, the role of sovereign debt has not yet penetrated forest
policymaking. The Expert Review on Debt, Nature & Climate,
launched by Colombia, France, Germany, and Kenya provided an
independent assessment of the relationship between sovereign
debt, nature conservation and climate action in low and middle
income countries but only mentioned deforestation obliquely
as an example of depleting natural capital (Songwe and Krae-
mer, 2025). In September 2025, the Forest and Climate Leaders’
Partnership (FCLP), a coalition of 34 governments, released the
Forest Finance Roadmap for Action, a six-point plan to close
the world'’s forest finance gap and accelerate progress toward
halting and reversing forest loss by 2030. It included specific
mention of the need to “reduce and manage sovereign debt in
ways that reward investment in resilience” (FCLP, 2025). This is
the first time that a major coalition of forest policymakers has
recognized the critical importance of addressing the sovereign
debt crisis as a tool to address deforestation, and represents
an important step forward, though much remains to be done to
embed this recommendation in policymaking. At the sixteenth
meeting of the Conference of the Parties to the CBD, held in
Caliin October 2024, a decision was adopted directing the CBD
Secretariat to study the relationship between debt sustainability
and the implementation of the Convention (CBD 2024), with the
results due to be delivered to COP17 in 2026. None of the for-
est-focused decisions of the UNFCCC specifically mention debt.
Certainly, the sovereign debt crisis affects more than just forests
and land, but debt burdens and austerity measures both drive
deforestation and restrict investment in climate and biodiversity
action, making sovereign debt an essential locus for forest poli-
cymaking. Without deeper consideration of these policy forces,
forest policymaking is failing to address a core underlying driver
of ongoing deforestation.

Taxation (see Chapter 5) is a key strategy for domestic resource
mobilization to generate fiscal space, but the international rules,
which have been tightly controlled by the Organisation for Eco-
nomic Co-operation and Development (OECD) for more than sixty
years, disadvantage developing countries and harm forests. The
current global tax regime limits the ability of states to capture
revenue from the very industries that are causing forest loss and
degradation. As a result, soaring levels of tax abuse by multina-
tional enterprises have flourished. According to the Tax Justice
Network, “$492 billion is lost to tax havens every year’—stagger-
ing losses that could be captured and used to protect forests and
other lands (among a great many other development possibili-
ties) (2024a). Tax avoidance and evasion functions as a form of
resource drain from the Global South to the Global North, where
the vast majority of multinational corporations benefiting from
this system are based. The roots of this unequal system can be
traced back to the period following independence, when formerly
colonial states sought to impose increased taxation to support
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newly established statehood (Dean, 2023). The OECD, which
signed its charter on precisely the same day that the UN General
Assembly adopted its Declaration on Decolonization, offered
an alternative and exclusive locus of tax governance to tame
the perceived threat of African independence, and would go on
to dominate global tax policymaking for decades (Dean, 2023).

Forest and biodiversity rich countries in the Global South suffer
the impacts of these systems acutely, as many lose massive
sources of revenue associated with logging and agricultural
production to tax avoidance and illicit activities, some of which
directly contribute to deforestation and forest degradation. Tax
evasion is particularly damaging for developing countries, which
rely on corporate and wealth income tax as sources of domestic
revenue to a much greater degree than developed countries do
(Muchhala, 2022). Moreover, given the structural challenges
associated with weak currencies and high borrowing costs in
many developing countries, Global South governments are incen-
tivized to offer tax breaks to extractive industries to compete for
limited shares of investment (Althouse and Svartzman, 2024).
The lack of coherent international tax and transparency rules
are enabling illegal logging activities and related illicit financial
flows, as secrecy regimes obscure its origins and beneficiaries
(see Chapter 5). According to the United Nations Office on Drugs
and Crime (UNODC) and the United Nations Conference on Trade
and Development (UNCTAD), illicit financial flows refer to “Finan-
cial flows that are illicit in origin, transfer or use, that reflect an
exchange of value and that cross country borders; The flow can
be legally generated, transferred or used, but it must be illicit in
at least one of these aspects.” (UNODC and UNCTAD, 2020, p.
12). Indeed, illicit financial outflows are shown to be major driver
of forest loss in tropical countries because the macro-financial
instability that they create—through currency depreciation, tax
revenue losses, and tighter credit markets—increases reliance
on resource extraction (Kassouri, 2024).

Another dimension of these inequities is the persistence of trade
misinvoicing, a form of trade-based money laundering and tax
evasion where importers or exporters deliberately falsify the
price, quantity, or quality of goods and services in international
transactions. Misreporting on trade invoices allows companies
to evade tariffs, taxes, or capital controls, contributing to capital
flight, the erosion of domestic resources, and the loss of critical
government funds. Trade misinvoicing drains hundreds of bil-
lions of dollars annually from developing economies (Ndikuma-
na, 2025), depriving governments of vital public revenues that
could otherwise be invested in climate adaptation, biodiversity
protection, and social development. Since it is often facilitated
by major multinational firms and financial institutions, misin-
voicing compounds the structural disadvantage of producer
countries: wealth is extracted from the Global South under the
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guise of trade, while accountability mechanisms remain weak
or non-existent. Unlike the stringent rules enforcing intellectual
property or investor protections, international trade rules pro-
vide little recourse for countries suffering from misinvoicing,
entrenching a system in which the rules serve capital rather than
people or ecosystems.

Trade rules (see Chapter 6) operate alongside these financial
mechanisms of debt and tax in global economic governance.
While trade liberalization has increased overall trade volumes,
the benefits of trade remain unevenly distributed, dispropor-
tionately favoring wealthier countries (Yu, 2025). Patterns of
trade today are still shaped by the legacies of colonialism, in
which countries in the Global South provide raw material for the
benefit of colonial, and neo-colonial, powers (Dorninger et al.,
2021; Infante-Amate et al., 2022). Unequal exchange, or resource
drain from the South remains a significant feature of the world
economy in the post-colonial era; rich countries continue to rely
on imperial forms of appropriation to sustain their high levels
of income and consumption (Hickel et al., 2021). A recent study
found that the drain of resources resulting from this unequal ex-
change from 1960 to 2018 totaled USD 62 trillion (constant 2011
dollars), or USD 152 trillion when accounting for lost growth, or 7
percent of Northern gross domestic product (GDP) and 9 percent
of Southern GDP (Hickel et al., 2021). The continuous outflow of
inexpensive raw materials and energy feeds the productive and
financial power of wealthy countries, privileging unsustainable
growth. Current global economic governance perpetuates a sys-
tem where a select group of powerful countries gain short-term

Many countries continue

to face considerable
development challenges and
are forced to operate within
an economic system that
relies upon the extraction

of natural resources,
degrading the very land that
is necessary for our shared
prosperity. The current
rules do not meet the needs
of the present day.
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benefit from the continued financial and ecological dominance
of other countries (Althouse and Svartzman, 2022).

Industrial agricultural production, the single largest driver of
deforestation over the past two decades (Curtis et al., 2018),
provides a useful lens through which to understand these dy-
namics. Many countries in the Global South, such as Argentina,
Brazil, Céte D’lvoire, Ecuador and Kenya are deeply dependent
on the income from agricultural commodity exports (UNCTAD,
2025) Moreover, a handful of powerful firms dominate most
agricultural trade, and they have been the biggest winners from
trade liberalization (Clapp, 2023; Goyal et al., 2025). Yet current
trade rules do nothing to address this concentration of power or
the restrictive practices (actions that limit or distort competition)
these firms use. As a result, international trade arrangements
give multinational firms in commodity value chains a consistent
edge over local food producers and domestic food markets (see
Chapter 6). Like taxation, trade rules also have their roots in the
post-Independence period. As noted in Chapter 6, many Global
South countries were already deeply dependent on the export
of primary commodities when the current trade rules were for-
malized in the 1990s. The integration of developing countries
into global markets after World War Il was highly unequal, as the
capital, processing capacity and final consumption were located
in richer countries, while countries in the Global South were often
not paid fairly for their production.

While trade policy, writ large, has long been embraced in for-
est policymaking as a lever for reform, these efforts have been
largely limited to preventing the import of illegally sourced ma-
terials or conditioning market access on a series of governance
reforms to demonstrate legal provenance. The European Union
Deforestation Regulation (EUDR) is a notable exception to this
trend. Aiming to prevent import of agricultural commodities
grown on recently deforested land, the regulation places binding
legal obligations on entities importing agricultural commodities
into the European Union. However, as discussed in Chapter 6, the
EUDR does not address the hyper concentration of agricultural
value chains, nor does it address the significant power asym-
metries experienced by producers in the Global South within the
current trade rules.

Trade and foreign investment policies have also created new
rules that allow foreign investors to sue governments for mone-
tary compensation for any laws and regulations that might affect
future anticipated profit. Originally intended to shield foreign
investors against nationalization of key industries or assets,
particularly following independence from colonial rule, invest-
ment rules have become a sword to pierce national capacity to
implement regulatory reform in line with climate, public health
or biodiversity goals. National climate and biodiversity policies
have been regularly challenged in opaque, private tribunals cre-
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ated by bilateral and multilateral investment treaties (UNCTAD,
2022). Even if some governments have defended these chal-
lenges, companies’ ability to bring them creates a resounding
regulatory chill. While there are thousands of distinct bilateral
investment treaties, the overwhelming majority include provi-
sions that allow corporations to sue governments over such
disputes. The rules governing investment protections, including
investor-state dispute settlement, across all such treaties require
significant reform to be aligned with global climate, biodiversity
and development goals.

3.3 Dominant approaches
to forest policymaking:

A decade of missed
opportunities

These rules of the game—the policies, norms and institutions of
global economic governance—shape and determine the possi-
bilities for robust and effective national climate and biodiversity
action. Over the past 15 years, many countries and numerous
initiatives have pledged to protect forests and other ecosys-
tems, but these pledges and targets are often neither imple-
mented nor achieved. Many of these initiatives have relied on
transforming the production practices of the commodity supply
chains responsible for driving deforestation, and on mobilizing
private finance for forest protection, including through the use of
carbon offset finance mechanisms (Delabre et al., 2020). Glob-
al economic governance, including the international financial
architecture, has received comparably less attention.

To the extent that forest policy making has considered eco-
nomic policies, it has largely been limited to creating innovative
market instruments that promote private investment in nature
and forests to fill a so-called ‘finance gap.’ While there are sig-
nificant resource imbalances to be corrected and ecological
debts to be paid, the finance gap narrative does not reckon with
the structural political economic constraints that many, if not
all, countries face in advancing alternative pathways. This reli-
ance on private capital mobilization to meet development and
environmental objectives has arisen in the context of declining
international aid budgets and rising prominence of financialized
capital within this deeply flawed and unequal system, which has
in turn narrowed the possibilities for international cooperation
on forests. Daniela Gabor, in her seminal paper coining the term
“Wall Street Consensus,” argues that the emphasis on private
sector mobilization requires creating a safety net for investors at
the expense of policies that would yield meaningful development
benefits for governments and communities (Gabor 2021). The
“policy commandments” of the de-risking approach attempt to
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protect investor profits from a range of policy approaches that
are beneficial for development but threaten potential profits,
including nationalization, higher minimum wages and, critically,
climate and environmental regulation, which limits the policy
space available to design a just transition (Gabor, 2021).

Forest policy has been besieged by this same logic for the last
fifteen years. The dominant ‘development as derisking’ paradigm
has largely failed, even garnering criticism from within the World
Bank itself, a key proponent of this model (Indermit, 2024). The
lack of predictable finance to support the implementation of
policies and measures that address forest protection has driven
reliance on carbon offset funding for nearly two decades. Efforts
to mobilize private finance have produced a range of ‘fit-for-
purpose’ mechanisms for forests, yet these remain marginal
compared with the scale of fiscal space lost under current global
economic rules. In practice, carbon markets have delivered only
a small fraction of the funding needed to protect and restore
forests (Blanchard et al., 2024). The underlying logic—that for-
ests can be made ‘more valuable standing than cut down'—while
perhaps economically rational in models and theory, is flawed,
as it attempts to assign a per-hectare value to standing forests
that is neither reflected nor rewarded in contemporary economic
systems. Meanwhile, activities that drive deforestation, such as
soy or cattle production, are heavily subsidized and incentivized
by state actors, reinforcing their dominance in national econo-
mies, driving ecological degradation.

3.4 Shifting the arc from
collapse to transformation

Long ignored in climate and environment policymaking, global
economic governance, with its interrelated network of institu-
tions and rules, has been thrust into the spotlight as countries
experience increasingly severe and overlapping crises of ex-
treme climate events and economic shocks. Many countries
continue to face considerable development challenges and are
forced to operate within an economic system that relies upon
the extraction of natural resources, degrading the very land that
is necessary for our shared prosperity. The current rules do not
meet the needs of the present day.

Developing countries continue to press for meaningful trans-
formation of the system that has kept their economies sub-
ordinated, and their aspirations for sustainable development
out of reach. Particularly following the COVID-19 crisis, when
developing countries faced significant macro-financial conse-
quences of both the pandemic and developed country policy
responses, a greater and clearer consensus emerged that the
status quo was insufficient to catalyze the scale of transfor-
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mation needed. Governments, alongside social movements,
civil society organizations, and rightsholders, supported by an
increasingly robust body of academic scholarship, have contin-
ued to draw attention to the need for reform of global economic
governance and put forward transformative policies proposals.
These include mechanisms to more quickly and fairly restructure
or refinance sovereign debt, reform taxation and trade rules,
while also challenging dollar hegemony through local currency
arrangements and allocations of Special Drawing Rights (SDRs),
an international reserve asset issued by the IMF.

The COVID-19 pandemic drew into sharp relief the nature of the
challenge, but these are not new demands or concerns. Calls
to reform global economic governance to enable sustainable
development were central to developing country positions in
the original Rio Conventions (Chee, 2011). Indeed, since the
creation of Bretton Woods Institutions and the period following
the independence of newly created states, developing countries
have highlighted their unequal and subordinate position in the
global economy. The United Nations Conference on Trade and
Development was formed in 1964 to address growing concerns
about the role of developing countries in international trade and
to find ways to integrate them more equitably into the global
economy (see discussion in Chapter 6).

L MONETARY fyp ﬁ

More recently, the Intergovernmental Science-Policy Platform on
Biodiversity and Ecosystem Services (IPBES) has recommended
the need for transformative change to tackle biodiversity loss
by addressing systemic and underlying drivers, rather than just
direct drivers (O’'Brien et al., 2025). This requires moving beyond
incremental reforms toward fundamental shifts in institutions,
economies, governance, and societal values. The assessment
calls for transforming the sectors that drive forest loss and deg-
radation—such as agriculture, forestry, fisheries, mining, and
energy—and reorienting economic and financial systems to pri-
oritize nature, equity, and collective well-being over short-term
private gain. Central to this transformation is upholding rights,
including secure land tenure, gender-inclusive governance, and
Indigenous-led approaches, which are shown to deliver lasting
benefits for both people and nature.

The Bridgetown Initiative, a high-level forum convened by Prime
Minister Mia Motley of Barbados, has helped catalyze a para-
digm shift in the discourse surrounding the necessity of inter-
national financial architecture? reform. The agenda set forth in
the third iteration of the Bridgetown Initiative in 2024 provides a
comprehensive view of the policy reforms needed, from tax and
trade policy to debt sustainability and capital market access. The
Vulnerable Twenty (V20) Group of Finance Ministers, a dedicated

2 The international financial architecture (IFA) refers to the framework of institutions, policies, rules, and practices that govern the global financial system. The IFA is a subset of global

economic governance, which includes trade policy.
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initiative of 55 climate vulnerable economies has made a clar-
ion call for debt reform as a necessary part of climate finance
architecture. Borrower countries have renewed collaborative ef-
forts to address their specific needs in the context of the current
sovereign debt crisis. Several African Ministers have called for a
review of how SDRs are allocated. The UN's High-Level Advisory
Board on Effective Multilateralism (2023) called for the “im-
mediate, and thereafter regular” annual issuance of additional
SDRs to aid countries facing foreign-exchange shortages. Some
developing countries have begun to implement new approaches
that avoid the ‘original sin’ of borrowing in dollars by setting
up local currency lending and regional payment agreements.
This allows governments to avoid reliance on USD and instead
use local currencies to reduce financial costs and save foreign
reserves, while at the same time strengthening economic inte-
gration among the region’s countries.

Developing countries, through sustained and courageous advo-
cacy, have now placed the global rules of international taxation
prominently on the global agenda. Brazil, in its leadership of the
Group of 20 (G20), has advanced proposals for a new ‘wealth
tax’ which stands to raise USD 200-USD 250 billion per year glob-
ally, if taken up and implemented (Zucman, 2024). The Africa
Group, standing up to the powerful OECD, which has controlled
negotiation of international tax cooperation policy for decades,
has now shifted tax policymaking to the more democratic aus-
pices of the United Nations. The UN Framework Convention
on Tax Cooperation is presently under negotiation and set to
conclude in 2027. Reform of international financial transparency
and tax cooperation rules has the potential to recover hundreds
of billions of dollars in lost revenue while also combatting the
opacity and profitability of environmentally-harmful activities.
The effective democratization of tax policymaking at both na-
tional and international levels is essential to provide revenue for
forest and land rights, and also to reorient the global economy
away from destruction and degradation of the same.

The world economy is experiencing a profound shift in trade and
investment policy. The long-held assumption that global policies
would continue toward greater liberalization no longer holds true,
as the concept of deglobalization has gained traction (El-Erian,
2023). Raghuram Rajam, an influential Economist and former
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Governor of the Reserve Bank of India, notes “deglobalization
is well underway” (Rajan, 2022). Felicia Wong and Todd Tucker
of the Roosevelt Institute point out that: “Politicians around the
world have learned the hard way that globalization didn’t work.
Over the last 30 years, living standards rose for many people, but
inequalities have widened within countries. Neoliberals imagined
that democratic reforms would spread on the coattails of free
trade and that the likes of China, Russia, and other autocratic
countries would become more democratic and better integrated
into the liberal international order. Instead, the opposite happened:
autocrats have grown stronger in recent years and now seek to
revise the order to their benefit” (Wong and Tucker, 2023). This
realization is profoundly shaping national policies and in particular
domestic policy approaches to climate action as countries. While
the current circumstances can be fairly described as chaotic and
generating significant uncertainty, the scope and extent of its
fracturing present an unprecedented opportunity to begin to re-
imagine the system that has been held as doctrine for decades.

While driven by increasingly severe and overlapping crises, the
current moment presents important new opportunities to trans-
form the conditions that have allowed environmental degrada-
tion to persist. Today's economic model, the rules and financial
flows that shape our societies, push many countries into ex-
tractive sectors to power their development. To repay foreign
debt, attract international investment, and to maintain financial
stability, governments approve, support, and even subsidize
extraction driving deforestation, sometimes even at odds with
mandates given by their own citizens. This system has further
concentrated wealth and power in the hands of a few, while
driving widespread biodiversity loss and deepening inequality.

The structures of global economic governance have evolved
through centuries of geopolitical power struggles. Current un-
certainty and shifting power dynamics offer an important mo-
ment of opportunity that must be seized; undoing its harms to
reimagine a better future for all is a difficult but necessary and
urgent task. Increased fiscal space alone will not guarantee the
transition to a less extractive economy. A new economic order
that privileges development and a reparative, rights-based econ-
omy over financialized capital for the benefit of the few at the
expense of the many is needed.
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Virtuous or vicious? Choosing
the relationship between debt,
communities and nature
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KEY MESSAGES

+ Tropical forests—and the communities
who depend on them—need protection
during sovereign debt crises. The
current business-as-usual model of
resolving debt crises deepens nations’
dependence on short-term commodity
revenue, pushing plantations, mines
and oil wells into previously intact
ecosystems—and pushing out traditional
communities. This model exacerbates
climate change vulnerability and
exposes entire national economies to
more risk from extreme droughts, floods,
fires and tropical storms—making future
debt crises more likely.
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+ A better approach to sovereign debt
crises must allow governments the fiscal
breathing space to regulate commodity
sectors and protect traditional
communities and the ecosystems
that support them. This means that
all creditors—including bondholders,
multilateral development banks (MDBs)
and sovereign lenders—need to offer
meaningful debt relief to low- and
middle-income countries.

* New and innovative sources of
finance are less likely to lead to cycles
of instability and unsustainability.
Commodity price-linked bonds decrease
pressure on governments to increase
commodity production to make up the
shortfall and service their debts during
commodity price declines. Including
natural disaster clauses in bond
issuances enables reduced or paused
repayments during climate change-
linked extreme weather events. Local
currency lending and regional payment
agreements present a promising
approach, allowing governments to avoid
reliance on US dollars and instead use
local currencies to reduce financial costs
and save foreign reserves.
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In 2025, parties to the CBD adopted the Kunming-Montreal Glob-
al Biodiversity Framework, which pledged to mobilize USD 200
billion per year for biodiversity, including USD 30 billion from
developed to developing countries (CBD, 2025). However, the
countries most in need of biodiversity support are also those
with the least access to international sources of finance, as they
face the highest costs of capital and the highest risk of sover-
eign debt crises (Ray and Simmons, 2024). This correlation is no
coincidence. An increasing number of countries find themselves
trapped in a cycle of debt distress and biodiversity loss. Current
dominant approaches to resolving sovereign debt deepen coun-
tries’ commodity dependence and weaken their ability to protect
marginalized communities and vulnerable ecosystems from
the expansion of agricultural and extractive sector pressures.
This approach leads to biodiversity loss, greater vulnerability to
climate change, economic fragility, higher borrowing costs and
ultimately, a greater chance of additional debt crises.

These trends are particularly notable in global centres of bio-
diversity, including the Amazon and Congo basins, as well as
in Southeast Asia. As research by GFW (2025) and UNCTAD
(2025b) show, these regions stand out for an unfortunate con-
fluence of high commodity export dependence and tree cover
loss. Here, forests and forest communities are under threat from
commodity extraction for exports, which is expanding without
adequate regulation or protections due to the austerity footing
of countries facing debt stress and the need to expand exports
quickly. This report traces the steps of this vicious cycle, with
a particular focus on Cameroon, which has experienced dra-

Itis key to ensure that all
creditors—including creditors’
groups such as the Paris Club
and the G20, but also
commercial creditors and
bondholders—are included in
restructuring, and that the
intra-creditor competition
does not lead to arace to the
bottom, where debtors end up
with very thin debt relief.
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matic growth in deforestation and forest degradation, including
encroachment on traditional sacred forests, to fuel export com-
modity growth amid a growing debt burden. It then reviews sev-
eral emerging options for more sustainable approaches to debt
resolution, new debt issuances, commodity sector regulations
and community-centred forest protection.

4.1 Business-as-usual:
the vicious cycle

Since the onset of the COVID-19 pandemic, currency market vol-
atility and advanced economies’ interest rate hikes have raised
borrowing costs for developing countries and made existing and
new debts more expensive to repay. In 2024, sovereign debt ser-
vice payments rose to an all-time high, reducing the fiscal space
and leaving the majority of economically vulnerable emerging
market and developing economies (EMDEs) unable to invest
in climate and development goals without facing insolvency
(Zucker-Marques et al., 2024). According to the latest IMF debt
sustainability analysis, 9 low-income countries are in debt dis-
tress, unable to repay existing debt without restructuring, while
26 are at high risk of external debt distress (IMF Independent
Evaluation Office, 2025).

How that distressed debt is restructured can have significant
impacts on EMDESs’ sustainability prospects. The Independent
Expert Group on Debt, Nature and Climate, established by the
Governments of Colombia, France, Germany and Kenya, has con-
cluded that this relationship amounts to a ‘vicious cycle’ that can
trap countries in financially, environmentally and socially unsus-
tainable patterns of commodity dependence, biodiversity loss
and financial instability (Songwe and Kraemer, 2024). Academic
and civil society researchers have likewise called attention to
this relationship, particularly in the Amazon Basin (Red Latino-
americana por Justicia Econdémica y Social—Latindadd, 2024).
Figure 4.1 traces this ‘vicious cycle’, in which an austerity- and
commodity-export-focused debt resolution process deepens
an EMDE’s dependence on unregulated and under-regulated
commodity production, threatening community land rights, dam-
aging biodiversity, worsening climate vulnerability and economic
fragility, and ultimately positioning them to need more borrowing
in cases of extreme weather events.

As Figure 4.7 illustrates, sovereign debt restructuring processes
are typically accompanied by IMF agreements, which come with
policy conditionalities aimed at enabling debt repayments, but
which may cause other negative impacts (see for example For-
ster et al. 2024; Kentikelenis and Stubbs 2023). These typically
include fiscal austerity measures—reducing government deficits
or requiring government surpluses—often carried out by reduc-
ing government payrolls and eliminating public sector jobs and
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investments (Kentikelenis and Stubbs, 2023; Ray et al., 2022).
While austerity may lead to balanced budgets in the short term,
in the long term it is linked to disinvestment from human and
natural capital and efforts to diversify away from commodity
dependence (Kharas and Rivard, 2022). During these periods
of debt resolution, governments face strong incentives—some-
times including direct conditions in IMF agreements—to boost
exports so as to build up international currency reserves to en-
sure their ability to repay debts.

While exports are key to economic recovery prospects, devel-
oping countries’ traditional dependence on commodity produc-
tion—paired with the high cost of capital during debt restructur-
ing—makes it likely that these export booms will be concentrated
in natural resource-intensive agriculture and extraction sectors
rather than industrial production. The combination of govern-
ment austerity and a commodity export drive can prove a dan-

gerous mix, resulting in reduced institutional capacity for regu-
lating the natural resource sectors that traditionally comprise the
majority of developing country exports. For example, recent re-
search by UNCTAD estimates that 85 percent of least developed
countries are commodity-dependent, meaning that raw materials
in the agriculture, mineral or energy sector comprise 60 percent
or more of their exports (UNCTAD, 2025a). Thus, during a rapid
export expansion, growth is likely to be concentrated in natural
resource-intensive sectors rather than manufacturing sectors
with greater value-added. This represents a lost opportunity for
economic diversification, and also has direct costs, as com-
modity production encroaches on ecosystems, threatens the
traditional communities that depend on those ecosystems for
their livelihoods, and deepens climate vulnerability by eroding
ecosystem services. Not surprisingly, UNCTAD (2025a) finds
that 19 of the 20 most climate-vulnerable countries in the world
are also the heavily commodity-dependent.

Figure 4.1 A vicious cycle of debt, extraction, biodiversity loss and climate vulnerability

Unsustainable

Fiscal Crunch
Amid Rising
Cost Of Capital

Economic

Instability

Climate
Change
Vulnerability

Debt

Austerity
With
Export Drive

Unregulated
Agricultural
And Extractive
Expansion

Ecosystem
Destruction,
Environmental
Conflict

Biodiversity
& Ecosystem
Services Loss

55 The Land Gap Report

Source: Authors’ compilation



CHAPTER 4: VIRTUOUS OR VICIOUS? CHOOSING THE RELATIONSHIP BETWEEN DEBT, COMMUNITIES AND NATURE

Reducing government oversight during an expansion push of
natural resource sectors can create unregulated or under-reg-
ulated agricultural and extractive expansion into previously in-
tact ecosystems, damaging forests and threatening Indigenous
Peoples and other forest-dwelling communities (Forster et al.,
2024). Ultimately, such expansions risk ecosystem destruction
and environmental conflict, as formal sector productive frontiers
move into lands traditionally owned, managed or set aside for In-
digenous Peoples and other community use. In the first attempt
to measure this relationship, Forster et al. (2024) find that IMF
programme participation is associated with 9.2 percent addition-
al average annual deforestation in the borrowing country. This
association is striking but unsurprising, as IMF agreements tend
to recommend an austerity footing for governments, while also
promoting export growth, without measures to protect vulnera-
ble ecosystems and local communities.

Another important aspect of austerity’s impact on natural re-
source sectors is its ability to exacerbate corruption, which is
already a common aspect of the ‘resource curse’ in commod-
ity-dependent countries (see for example Bulte and Damania,
2008; Sharma and Mishra, 2022). Under commodity dependence,
incoming revenues from exports are typically concentrated
among a relatively small and well-connected economic interest
group such as large landowners or mining firms, giving them
outsized influence over policy. Under conditions of austerity,
questions of which parts of national budgets are cut and how
severely can depend on which sectors are best connected to
decision-makers. Thus, Reinsberg et al. (2021) find that IMF

The IMF’s own research suggests
that austerity provisions do not
enhance growth prospects during
times of crisis, and that therefore
both the IMF and its member
countries would be better served
by a new approach, one less
dependent on austerity and the
danger it poses to traditional
communities and the ecosystems
that support them.
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lending is associated with increased corruption, making it more
likely that economically powerful sectors will be able to use mo-
ments of austerity to further their own economic interests and
reduce government oversight of their activities. These pathways
exacerbate the relationship between austerity and deforestation.

The loss of intact ecosystems intensifies climate change by
destroying carbon sinks and can be devastating for Indigenous
Peoples and other forest-dwelling or ecosystem-dependent
communities. Less well-known are the commercial impacts of
biodiversity and ecosystem services loss, often affecting the
same commodity-based industries that took the place of intact
ecosystems. Tropical forests serve as important regulators of
local temperature and rainfall patterns, meaning that agro-in-
dustrial activities in associated areas are likely to suffer from
reduced and less predictable rainfall patterns in the future (Duku
and Hein, 2021; Gou et al., 2022; Lovejoy and Nobre, 2018; Nasi,
2025; Qin et al., 2025; Spracklen et al., 2018).

In essence, the loss of ecosystem services—such as rainfall regu-
lation, hydropower and transportation—is the opposite of climate
change adaptation investment. As the Asian Infrastructure In-
vestment Bank noted in its 2023 report Nature as Infrastructure,
ecosystems are a form of natural infrastructure, creating public
goods that provide the basis for and protection of economic
activity (Asian Infrastructure Investment Bank, 2023). Without
these services, productive sectors face greater risks from climate
change-linked extreme weather events such as droughts, floods
and tropical storms. These increased levels of climate change
vulnerability can undermine investors’ confidence and result in
downgrades in countries’ credit ratings, raising the cost of capital,
making financial crises more likely, and even cutting off access
to international capital markets. For example, the Task Force
on Climate, Development and the IMF (2023) finds that highly
climate-vulnerable countries are more likely to go to the IMF for
agreements to support economic stability, which has been un-
dermined by increasing climate variability.

In the ever more frequent cases of extreme weather events,
countries face an immediate reduction in fiscal space from in-
creased demands for reconstruction and social supports, as well
as a reduced tax base from a damaged productive base. Fur-
thermore, these risks are priced into bond ratings, so countries
in this situation face a higher cost of capital to support these
new fiscal demands (Serhan and Jalles, 2021). This combination
makes debt stress more likely, as higher fiscal demands meet
higher capital costs, leading to a return to the beginning of the
cycle with unsustainable debt.

Amidst this vicious cycle, coordinating debt relief among credi-
tors is becoming a more complex task, because the number of
creditors has broadened. Figure 4.2 shows the importance of
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different sovereign creditor categories over the past 20 years
to low-income, lower-middle-income and upper-middle-income
countries. Twenty years ago, most of low-income and lower-mid-
dle-income countries’ debt was made up of two categories: Paris
Club creditors and multilateral lenders, whose boards were dom-
inated by Paris Club countries. Thus, debt relief initiatives could
be fairly easily coordinated among a handful of high-income
governments and their representatives to multilateral lenders .
More recently, all these levels of developing countries have relied
less on credit from Paris Club creditors, and more on multilateral
and commercial creditors (for low-income countries); China (for
low-income and lower-middle-income countries); and sovereign
bonds (for middle-income countries).

The following section shows how this vicious cycle—and the
complicated task of coordinating debt relief and building a more
constructive approach to resolving unsustainable sovereign
debt—has emerged in the case of Cameroon. This country has re-
solved debt with the assistance of the IMF, involving a commaodity
export boom amidst fiscal austerity, resulting in soaring levels of

deforestation, exacerbating climate vulnerability and economic
instability and raising the likelihood of future debt crises.

4.2 Case study: Cameroon

At first glance, Cameroon’s external public and publicly guaran-
teed (PPG) debt levels do not appear historically high. As Figure
4.3 shows, they rose to a COVID-19 era peak of approximately
30 percent of GDP in 2020. This pales in comparison with the
level of 86 percent of GDP in 2000, the year Cameroon entered
into the Heavily Indebted Poor Countries (HIPC) programme,
through which the IMF and the World Bank oversaw debt relief.
As Figure 4.3 shows, during the years of Cameroon’s HIPC par-
ticipation—2000-2006—approximately USD 1.27 billion in debt
was cancelled and the country’s external PPG debt fell by over
three-quarters (African Development Bank, 2006).

Nonetheless, Cameroon'’s challenge in repaying its debt has risen
beyond the historic levels of the 1990s. As Figure 4.3 shows,

Figure 4.2 Low- and middle-income country debt, by creditor category, 2000-2020
Multilateral creditors include use of IMF credit. PPG = public and publicly guaranteed
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Figure 4.3 Cameroon’s external PPG debt burden, 1998-2023
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Figure 4.4 Cameroon’s external PPG debt service payments, relative to
government health and education spending
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Cameroon’s debt service payments have doubled as a share of
exports, rising to 40 percent of the dollars flowing into the coun-
try from exported goods and services. Thus, even as Cameroon'’s
debt levels may seem sustainable, the country must dedicate
more than one-third of its incoming dollars to repaying this debt.

This debt repayment burden has also grown recently in com-
parison with other government priorities such as health and
education spending, as shown in Figure 4.4. While Cameroon’s
debt repayment has always been high relative to social spend-
ing—during the lower debt burden years of the late 2000s it fell
to just under twice the healthcare budget and one-third of the
education budget —it has rebounded dramatically in the past
decade. From 2017 to 2021, external PPG debt service payments
amounted to more than half of domestic education spending
and over four times domestic health spending.

Part of the reason for this increasing burden of debt service
payments as a share of export revenue and as a government
spending priority is that export revenue itself has fallen, due to
declining petroleum production, which has declined by nearly
half, from the equivalent of 245 511 terajoules in 2000 to just
148 102 terajoules in 2022 (Hyacinthe and Nagar, 2000; Inter-
national Energy Agency, n.d.). In line with this falling oil produc-
tion, Cameroon'’s exports of goods and services fell by the same
amount: from 17 percent to 9 percent of GDP (IMF, 2025).

Since 2017, Cameroon has had two active agreements with
the IMF, signed in 2017 (extended through 2021) and 2021 (ex-
tended through 2025). Each of these agreements had the stat-
ed aims of achieving economic stability in both the fiscal and
external (trade and debt) sectors amid declining exports and
increasing debt service payments (IMF, 2021, 2017).

These agreements’ quantitative performance criteria (binding
targets) aim to tighten government fiscal balances, to ensure
that the Government has an adequate supply of dollars to pay
debts and address other obligations. To meet this binding target,
the IMF advised that Cameroon reduce tax exemptions and fuel
subsidies, including ‘fuel at the pump’ subsidies that directly
benefit consumers (IMF 2017; 2021).

Figure 4.5 shows the size of the fiscal tightening (positive num-
bers) or loosening (negative numbers) prescribed each year in
Cameroon’s IMF agreements, as a share of GDP. Cameroon did
not have an IMF agreement in 2020; in 2021, its IMF agreement
allowed the country’s budget balance to fall by 0.2 percent of
GDP as it continued to face challenges related to the COVID-19
pandemic, but thereafter the agreements returned to requiring sig-
nificant fiscal tightening, of 0.6 percent of GDP in 2023 and 2024.

While these targets do not specifically require the Government
of Cameroon to cut personnel or government services, they ef-
fectively pass on the austerity footing to households and firms

Figure 4.5 Budget tightening (positive) or loosening (negative) prescribed

in Cameroon’s IMF agreements, 2017-2024
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through higher taxes and reduced fuel subsidies. Facing these
higher costs, households and firms must cut their own expenses
or increase their own revenues to compensate. As a result, this
fiscal consolidation, combined with the scarcity of US dollars
needed to pay for debts and imports, has increased macroeco-
nomic pressure on firms to expand export-oriented production
in order to generate hard currency.

This raises pressure to increase production of Cameroon’s top
non-petroleum export commodities: cocoa, cotton and hard-
wood. These three products, together with petroleum, accounted
for 75 percent of Cameroon'’s exports in 2021, the last year for
which complete data are available (United Nations, 2025). Com-
modity price growth for the three non-petroleum commodities
has compounded the incentive to expand production into more
distant areas that had not previously been financially attractive.
In particular, cocoa has seen its price grow more than tenfold
since 2000 (IMF, 2025). Unsurprisingly, Cameroon’s exports of
cocoa have more than tripled in the past 20 years, and hardwood
exports have doubled in the same period (United Nations 2025).

These shifting uses of land pose a major threat to Cameroon’s
forests. Prior to 2016, the major driver of deforestation and for-

est degradation was small-scale farming, but thereafter the main
driver has shifted to commodity production, particularly cocoa
and logging (Defo, 2023; Epule et al., 2014; Ngouhouo-Poufoun
et al., 2024; Tegegne et al., 2016; World Bank, 2022). Overall, by
2023 more than 98 percent of tree cover loss was attributable to
these shifts in agricultural commodity production (GFW, 2025).
This trend falls within a long-documented history of commodity
price increases driving commodity-linked deforestation (Berman
et al,, 2023; Gaveau et al., 2009; Grogan et al., 2019; Larson and
Bromely, 1991; Richards et al., 2012; Verburg et al., 2014).

The country’s tree cover loss has accelerated dramatically in
recent years. Figure 4.6 shows Cameroon’s annual tree cover
loss, both within and outside primary forests, and the share of
tree cover loss that has occurred within primary forests. Annual
tree cover loss has grown more than eightfold during this 20-
year period, and annual rates of tree cover loss within primary
forests have soared more than tenfold. The share of tree cover
loss occurring within primary forests was below 40 percent in the
early 2000s, but has risen above 50 percent in the past few years.

As commodity production has threatened Cameroon’s biodiver-
sity, it has also encroached on Indigenous lands. In particular,

Figure 4.6 Cameroon’s tree cover loss by type, 2003-2023
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Cameroon’s sacred forests have customarily been reserved for
tribal ritual and livelihood purposes, and are protected by custom
and religious tradition, but not by law. Cameroon'’s legal system
for land tenure recognizes two categories of land: public and pri-
vate. Private land is owned individually rather than communally,
and is distinguished by showing ‘visible development’, which
excludes the possibility of formally recognized communal land
rights or privately held forests (Ngono and Olinga, 2023; Wily,
2011). This land tenure system leaves chiefdoms vulnerable. Ac-
cording to civil society reports, as much as 60 percent of sacred
forests have been lost over the past 30 years (Robinson, 2024).

A growing body of scientific literature shows that tropical forests
provide crucial support and regulation for rainfall in downwind
areas. As upwind tropical forests are disturbed, downwind rain-
fall patterns become more volatile and less plentiful. Recent
empirical research has demonstrated this pattern in Western and
Central Africa and specifically within the Congo Basin (Duku and
Hein, 2021; Gou et al., 2022). Modeling suggests that a tipping
point may exist, and that a Congo Basin forest reduction of 26
percent may interrupt the hydrological cycle, which is in line with
previous research into such a tipping point in the Amazon Basin
(Ewane, 2022; Lovejoy and Nobre, 2018).

A lack of dependabile rainfall brings risk to agriculture anywhere.
This pattern is particularly strong in Cameroon, which hosts
one of the world’s most climate-vulnerable agricultural sectors,

Cameroon’s increasing
climate vulnerability is
putting downward
pressure on bond ratings
and thus exerting upward
pressure on the interest
rates that it faces when
itissues sovereign bonds.
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due in part to extremely low irrigation rates of just 0.1 percent
of farmland (FAQ, 2025c; Notre Dame Environmental Change
Initiative, 2025). Thus, any interruption in rainfall is likely to bring
significant interruptions to the very agricultural commodity pro-
duction that is threatening the forests.

Cameroon’s increased dependence on commodity agriculture,
which in turn is dependent on increasingly volatile rainfall, raises
the country’s cost of borrowing. In its March 2025 bond rat-
ing announcement for Cameroon, S&P Global specified that “...
volatile commodity prices, security issues, and climate-related
events add risks” to Cameroon’s growth outlook (S&P Global,
2022). Cameroon’s increasing climate vulnerability is putting
downward pressure on bond ratings and thus exerting upward
pressure on the interest rates that it faces when it issues sover-
eign bonds. These higher interest rates reflect expectations that
Cameroon’s economic prospects have become more fragile, and
that any future extreme weather event will raise the likelihood
that it will need to borrow more, or encounter difficulty in paying
existing debts, as it faces the need to finance rescue and recon-
struction operations, as well as to compensate for lost revenue
from damaged crops.

The Government of Cameroon has shown significant political
will to curb deforestation and build sustainable agricultural prac-
tices. Cameroon is a signatory to the 2021 Glasgow Leaders’
Declaration on Forests and Land Use, and a participant in the
Central African Forest Initiative (CAFI) in partnership with donor
governments from Europe, the Republic of Korea and the United
States of America (Glasgow Leaders’ Declaration on Forests
and Land Use, 2021; CAFI-Cameroon, 2024). With CAFI sup-
port, Cameroon has developed the Fonds de Développement des
Filiéres Café et Cacao (FODECC), a fund to support smallholder
coffee and cacao growers in sustainable intensification of pro-
duction methods (FODECC 2020). CAFI has pledged to provide
approximately one-third of FODECC's budget over a three-year
period, with the remaining funds expected to come from levies
on coffee and cocoa exports (CAFI-Cameroon 2024). Further-
more, in 2025 Cameroon instituted a reduction of 20 percent
of export levies for cocoa, rubber and logs that have ‘zero de-
forestation’ certification, to incentivize producers to meet the
standards of the European Union’s 2023 Regulation on Defor-
estation-free Products (Business Cameroon, 2025; Regulation on
Deforestation-free Products, 2023). These are important steps,
which will need to be complemented by structural changes to
the relationship between Cameroon and its creditors in order to
fully curb the encroachment of export agriculture on forests and
community lands.

Since the outbreak of the COVID-19 pandemic, Cameroon’s cred-
itors have extended some measure of debt relief. As Figure 4.7
shows, bilateral debt to G20 countries—particularly China and
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Paris Club creditors—accounts for a large share of Cameroon’s
external PPG debt, making Cameroon eligible to use the G20’s
COVID-era Debt Service Suspension Initiative (DSSI). Cameroon’s
participation in the DSSI allowed it to reschedule USD 879 million
in payments on bilateral debt to G20 member countries in 2020
and 2021 (Johns Hopkins University China-Africa Research Ini-
tiative, 2021; Paris Club, 2021; World Bank, 2025a). In addition,
USD 99.4 million of Cameroon’s debts were forgiven by China,
France and the United States.

However, other creditors (multilateral banks, the IMF and bond-
holders) made up over half of Cameroon’s PPG debt stock and
almost half of its debt service payments, but did not extend this
type of debt forgiveness or suspension (World Bank, 2025a).
This disparity is not unusual, as multilateral development banks
do not typically engage in debt restructuring and bondholders
typically do so after official creditors, benefiting from a de facto
seniority in their treatment (Schlegl et al., 2019; Zucker-Marques
et al.,, 2023). Without significant structural reforms to the way
that sovereign debt is issued and restructured, Cameroon will

continue to find itself trapped in a vicious cycle of debt, com-
modity dependence, biodiversity loss, climate vulnerability and
economic fragility.

4.3 Business-as-possible:
positive alternatives

In Cameroon and more broadly, it is possible to work towards
an alternative virtuous cycle around the world, one built on in-
creased institutional capacity, well-regulated agricultural and
extractive sectors, forest-dwelling and ecosystem-dependent
community participation, climate change resilience, and eco-
nomic and fiscal stability. Figure 4.8 represents an alternative
virtuous cycle.

Interrupting vicious cycles requires changing a key, early policy
response. Indeed, the moment in the cycle most closely as-
sociated with triggering a vicious cycle is how debt is treated:
whether to resolve unsustainable debt through a combination

Figure 4.7 Distribution of Cameroon’s external PPG debt and debt relief, by creditor category

Commercial banks are listed according to their county of registration. IMF debt is defined as use of IMF
credit and Special Drawing Rights; IMF service payments are defined as repurchases and charges.
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of fiscal austerity and commodity-led export growth, or perhaps
through a positive alternative.

The Independent Expert Group on Debt, Nature and Climate—
convened by the Governments of Colombia, France, Germany
and Kenya—has released a blueprint for reform, complemented
by a host of academic and civil society research (Songwe and
Kraemer, 2025). This section summarizes these calls for reform
and how they can contribute to a more financially, environmen-
tally and socially sustainable path forward.

First, meaningful debt restructuring depends on a shared under-
standing of countries’ climate risks and Sustainable Develop-
ment Goal (SDG) investment needs. Modest restructuring that
merely aims for short-term fiscal balances but ignores these
longer-term needs will result in rising climate change vulnerabil-
ity, greater economic fragility and repeated debt crises. The IMF
and the World Bank have begun to incorporate climate change

risks into their Debt Sustainability Analyses (DSAs). But they do
not yet account for how lost biodiversity feeds climate risks. By
incorporating the role of nature in preserving economic stabil-
ity—as reflected in the Asian Infrastructure Investment Bank’s
framework of “nature as infrastructure”—in enhanced DSAs, the
IMF can ensure that debt relief provides for a more resilient fu-
ture (Songwe and Kraemer, 2025; Zucker-Marques, et al., 2024).

Second, the IMF can play an important role in overseeing periods
of debt restructuring. The IMF’s own research suggests that
austerity provisions do not enhance growth prospects during
times of crisis, and that therefore both the IMF and its member
countries would be better served by a new approach, one less
dependent on austerity and the danger it poses to traditional
communities and the ecosystems that support them (Blanchard
and Leigh, 2013). Furthermore, during IMF agreements, equipped
with the knowledge that austerity during a commodity export

Figure 4.8 Virtuous cycle of conservation, participation and effective regulation
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boom is likely to bring environmental and social risks, the IMF
can safeguard vulnerable communities and the ecosystems
that provide their livelihoods by targeting these policy areas for
protection, particularly given the frequency with which borrow-
ing countries—like Cameroon—Ilack comprehensive legal land
rights recognition for Indigenous Peoples and other traditional
communities. For example, from 2000 to 2020, fewer than one
in 1,000 IMF conditions targeted forest policy (Forster et al.,
2024). Moreover, these instances were not universally supportive
of conservation, but also included instances of targeting reduc-
tions in regulatory requirements for exports of agricultural and
forestry products. For example, Albania’s 1995 IMF agreement
and Indonesia’s 1998 agreement both recommended reducing or
eliminating export taxes or licence requirements for wood or tim-
ber. Protecting, rather than encouraging the destruction of intact
ecosystemes, is key for long-term economic growth with stability.

Third, the international community needs a more constructive
debt resolution mechanism. It is key to ensure that all creditors—
including creditors’ groups such as the Paris Club and the G20,
but also commercial creditors and bondholders—are included

in restructuring, and that the intra-creditor competition does
not lead to a race to the bottom, where debtors end up with very
thin debt relief. As the Cameroon case study shows, multilateral
creditors and bondholders have frequently benefited from other
creditors’ debt restructuring. After those official creditors have
accepted reductions in expected payments, debtor countries
are in a better position to be able to repay multilateral credi-
tors and bondholders, which benefit from their own inaction. In
repayment renegotiations, China has frequently balked at this
inequality of treatment across classes of creditors (Acker et al.,
2020; Brautigam and Huang, 2023).

To resolve this tension, creditors should consider adopting a
‘fair’ comparability of treatment (CoT) rule, which would ad-
just debt relief to the ex-ante interest rate provided by creditors
(Zucker-Marques et al., 2024). For banks that issue loans on
concessional terms—including MDBs, Paris Club governments
and the Export-Import Bank of China—haircut levels would be
quite modest, while commercial lenders and bondholders would
be expected to make larger sacrifices, reflecting the fact that the
risk of default was priced into the interest rates they originally

Table 4.1 Areas for reform in the G20 Common Framework for Debt Treatment

Brady-type bonds refer to the Brady Plan of 1989, in which unsustainable debts were exchanged for longer-term,
lower-interest, sovereign-guaranteed bonds. For more, see Qian, 2021; Shenai and Bolhuis, 2023.

Challenge Proposed reform

Slow, unclear process: CF negotiations are case-by-case, + Create incentives to participate: automatic two-year debt standstill with no

with unclear steps and timeline

interest accumulation

+ Streamline negotiations: Apply common solutions to all countries in a given
systemic crisis

Insufficient debt relief: CF negotiations rely on IMF Debt

Sustainability Analyses (DSAs), with overly optimistic ‘
growth projections and failure to incorporate climate risk
and SDG financing needs. i

+ Ensure IMF agreements do not worsen the risk of extreme weather events by
using an enhanced DSA that incorporates the climate vulnerability impacts of
IMF agreement conditions.

Weak enforcement of comparability of treatment (CoT)
among creditors: CF has no clear rules or enforcement
tools

+ Create a simple “fair” CoT rule accounting for ex-ante risk pricing of private
creditors and ex-ante concessionality of multilateral creditors

Lack of creditor participation: CF has no mechanism to .+ Create modalities of debt relief for different lenders’ preferences while

ensure that all creditors participate fairly

respecting CoT rules, including options such as re-profiling official debt
with reduced interest rates, bond buybacks at deep discounts, swapping
non-performing bank debt for Brady-type bonds, and backstopping potential
multilateral creditors’ losses with a replenished Debt Relief Trust Fund and
selling a fraction of IMF gold.

Limited country coverage: CF excludes many middle-
income countries (MICs) in need of debt relief.

+ Expand CF eligibility to include MICs.
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charged. To deal specifically with commercial creditors’ claims,
the Debt Relief for a Green and Inclusive Recovery (DRGR) pro-
posal suggests a ‘carrots and sticks’ approach, where creditors
providing deep relief would swap old debt for newer sustainabil-
ity-linked bonds that would come with a guarantee that shields
creditors from a subsequent default episode (Zucker-Marques
et al., 2024; Zucker-Marques et al., 2023). At the same time, it is
important that legislation in countries with large bond markets,
such as the United States and the United Kingdom, are suited to
enforcing the participation of private creditors in debt restruc-
turing. Beyond specific initiatives such as the DRGR proposal,
calls have risen for platforms to resolve debt in a structured and
multilateral way, providing predictability and fairness across all
creditors and borrowers (Guzman et al., 2016).

These and other related reform proposals are being developed
and presented for consideration by the G20 at its December
2025 meeting, convened by South Africa. Table 4.1 summarizes
areas for urgent reform in the current Common Framework for
Debt Treatment.

4.4 Other proposals:
debt swaps and commodity
price-linked bonds

Since the spread of the COVID-19 pandemic, scholars have
turned their focus to debt swaps as a way to discharge unsus-
tainable debt and simultaneously raise capital for conservation,
climate change adaptation or other development goals (Essers
et al., 2021; Nedopil Wang and Yue, 2021). However, these swaps
frequently present a mismatch between the institutional require-
ments for conservation planning (which requires significant time
for community-based planning but only modest financial bud-
gets) and debt restructuring (which requires rapid movement of
large financial sums). For example, recent marine conservation
debt swaps in Belize and Seychelles have widely been regarded
as successful due to extensive stakeholder engagement to en-
sure that community ocean use could continue, while curtailing
large-scale commercial fishing—a threat to traditional commu-
nities as well as to ocean biodiversity (Booth and Brooks, 2023;
Jiang and Cao, 2024; TNC, 2022). These consultation processes
took multiple years and required high levels of transparency, but
a relatively modest level of debt was restructured in each case.

However, when debt stress emerges, debtor countries rarely have
the time or institutional resources necessary to undertake multi-
year processes. In a more recent example, Gabon sought a sim-
ilar deal during debt stress, but was unable to muster sufficient
institutional resources to guarantee transparency and appropriate
use of funds, and The Nature Conservancy removed the label
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Developing countries’ traditional
dependence on commodity
production—paired with the high
cost of capital during debt
restructuring—makes it likely that
these export booms will be
concentrated in natural resource-
intensive agriculture and
extraction sectors rather than
industrial production.

‘blue bonds’, as it could not guarantee that all proceeds would
go towards marine conservation (Bryan, 2023). Given these chal-
lenges, a growing consensus is emerging that, while debt swaps
may be useful tools for raising capital for communities-first
conservation efforts that aim to dismantle systemic drivers of
biodiversity loss, they are not the most appropriate approach
for restructuring unsustainable debt levels during a crisis, when
time and transparency are in short supply (Chamon et al., 2022).

In addition to resolving current debt in a just, sustainable and
equitable way, creditors have important roles to play in shaping
how new debt is issued. Given the immense investment needs
for countries to meet the 2030 SDGs, it is crucial for develop-
ment finance institutions—and particularly multilateral develop-
ment banks that can draw on resources of high-income member
countries—to grow with this new challenge. Large, rapid MDB
capital increases, expanded options for MDB concessional fi-
nance and the use of credit enhancements such as guarantees
and political risk insurance can ensure that MDBs play a con-
structive role in building a virtuous cycle between environmental
and financial sustainability (Gallagher et al., 2024; Mariotti et al.,
2025; Ray and Simmons, 2024).

Beyond MDBs, new types of credit have emerged, which are
less likely to lead to cycles of instability and unsustainability.
For example, commodity price-linked bonds are structured to
rise and fall in their repayment burden in conjunction with the
price of the borrower's export commodities, so that during a
price decline, borrowers do not find themselves pressured to
increase commodity production to make up the shortfall and
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service their debts (Qian and Wang, 2022). Borrowers may also
issue bonds with natural disaster clauses, which allow reduced
or paused repayments during climate change-linked extreme
weather events (Ho and Fontana, 2021).

Once sustainable fiscal and policy space has been maintained,
other parts of the cycle can also be changed. Robust, consul-
tation-based strategies for natural resource sectors and the
regulations to oversee their production methods take time and
resources to develop. For example, several years of civil society
consultations formed an integral part of the creation of Chile’s
‘Energia 2050’ energy transition strategy, including the strategy
for developing the country’s lithium reserves (Ministerio de En-
ergia, Chile, 2021). Processes such as this are capacity-building
for policymakers, the ministries tasked with regulating the en-
ergy and minerals sectors and the civil society groups that will
eventually help to provide accountability for performance, and
can result in well-regulated commodity sectors.

As regulatory and strategic capacity expands, ecosystems man-
aged with community participation can be planned and imple-
mented. Community-based biodiversity management has also
shown to be an effective tool for biodiversity conservation, with
case study evidence emerging particularly in Asian and Latin
American experiences (Muttaqin et al., 2019; Norris et al., 2018;
Tafoya et al., 2020). Other research shows that this approach
benefits from additional time in planning stages to better miti-
gate specific local risks (Oestreicher et al., 2009; Rasolofoson
et al., 2015; Ribot et al., 2010).

Such efforts take time, but by establishing successful biodiversity
and ecosystem services maintenance, developing countries can
prevent further vulnerability and build climate change resilience,
reinforcing the foundation necessary for growth with economic
stability, and preventing extreme weather events from eroding
their fiscal space and cost of capital (Ziegler et al., 2012).

4.5 Conclusion

Given the interconnectedness of community land rights, climate
resilience and biodiversity conservation with financial stability
and robust, inclusive economic development, the world must act
now to interrupt the vicious cycle that currently places each of
these goals further out of reach. Only with meaningful reform to
the way that current debts are resolved and new sovereign credit
is issued can this cycle be replaced with a virtuous one that sup-
ports long-term economic, environmental and social well-being.
Debt relief must be meaningful, rapid and involve all creditors.
Furthermore, the relationship between countries and creditors
must adapt to allow for the increasing climate change-related
risks of extreme weather events and their impacts on borrowers’
access to dollars. This is particularly crucial given how little
responsibility the world’s developing countries bear for these
increasingly common catastrophic events. Once countries have
the necessary breathing space, they can begin to plan and reg-
ulate a sustainable and inclusive path to economic production
that safeguards their most marginalized communities and the
ecosystems that support them.

Current dominant approaches to resolving sovereign debt deepen
countries’ commodity dependence and weaken their ability to
protect marginalized communities and vulnerable ecosystems from
the expansion of agricultural and extractive sector pressures.
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Tax reform and capturing illicit
financial flows for forests
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A huge log stacker unloads
an entire logging truck

in one lift, at the Squamish
log sorting yard in British
Colombia, Canada.
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+ Cross-border tax abuse and illicit
financial flows undermine forest and
biodiversity protection by depriving
Global South countries, in particular, of
essential revenue. International financial
secrecy also shields multinational
corporations and economic elites
from accountability and facilitates
environmental criminality and corruption.

+ The current international tax system is
neocolonial in character. It was created by
wealthy nations and adheres to outdated
principles, enabling massive corporate
tax abuse and the degradation of natural
resources without accountability.
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+ The UN Framework Convention on
International Tax Cooperation represents
a historic opportunity to reorganize
the global distribution of taxing rights,
to deliver a step change in financial
transparency, democratize tax policy-
making, confront abusive tax practices
and align fiscal justice with environmen-
tal sustainability, ultimately creating an
international tax system for sustainable
development.

Dysfunctional tax incentives afforded

to extractive and fossil fuel industries
perpetuate environmental destruction.
They contradict the Polluter Pays
Principle and deepen socioeconomic and
ecological inequalities.

SHUTTERSTOCK

Conversely, progressive taxation and
financial transparency reforms can mo-
bilize domestic resources and advance
climate, land and human rights goals.
Clear policy priorities should include
wealth taxes, progressive environmental
surtaxes on environmentally harmful cap-
ital and its income, and public beneficial
ownership registries.
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Extractive industries, which are among the most environmentally
destructive industries as leading drivers of biodiversity and for-
est loss, are also the lowest taxpayers of the global economy
(Beer and Devlin, 2021; TINA, 2024; Watson et al., 2019). Rather
than being held accountable for the immense costs of their
ecological damage, these sectors benefit from fiscal regimes
that simultaneously subsidize harm and syphon vast sums of
revenue away from public coffers (Mager et al., 2024). This
chapter examines how tax incentives, illicit financial flows and
exemption from a key international tax cooperation deal serve
to perpetuate this injustice while also depriving Global South
states, in particular, of vital resources. Moreover, the current in-
ternational financial architecture not only enables massive levels
of cross-border tax abuse in the sector, but also facilitates and
incentivizes both legal and illegal activities that are devastating
forests and biodiversity across the globe.

Conversely, a radical and progressive overhaul of international
financial transparency and tax cooperation rules, as is possible
through nascent negotiations for a UN Framework Convention
on International Tax Cooperation, has the potential to recover
hundreds of billions of dollars in lost revenue while also com-
bating the opacity and profitability of environmentally-harmful
activities. The effective democratization of tax policymaking at
both national and international levels is necessary both to pro-
vide revenue for forest and land rights and to reorient the global
economy away from destruction and degradation of the same.
A transparent financial system is critical both for the collection
of taxes and for tackling illicit financial flows linked to environ-
mental crimes and rights abuses. Indeed, illegal deforestation
was recognized as one of the key sources of illicit financial flows
by the High-Level Panel on lllicit Financial Flows from Africa,
known also as the Mbeki Panel (African Union, 2023). The same
body defined illicit financial flows as money that is “illegally
earned, transferred or utilised”, including for purposes of tax
abuse, criminal activities or corruption.

The report highlighted how, for instance, Mozambican records
for 2012 showed a total export of 260 385 cubic metres of logs
and sawn timber, while records from China alone showed that
450 000 cubic metres of the same products were imported from
Mozambique. This discrepancy suggests a major illicit outflow
of capital, undermining revenue collection. Similarly, research
has highlighted an important value gap in Peruvian timber ex-
ports, showing a discrepancy of USD 15.3 million per year in
the period 2009-2018 (Pardo-Herrera, 2021). These examples
are red flags for non-declaration of exports, whether to evade
taxes, environmental or other regulations, or currency controls
(Pardo-Herrera, 2021). The Financial Transparency Coalition
also found a significant gap between exports and imports in
Cameroon’s and Brazil's timber trade, worth USD 3.2 billion and
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USD 2.1 billion respectively in the years 2013-2023. Overall,
illicit financial flows emanating from the global timber trade
are estimated at between USD 51 billion and USD 152 billion
(INTERPOL, 2021).

The following sections first examine how such abuse, along with
financial secrecy and dysfunctional tax incentives, underpin and
drive ecological harm and deforestation through both legal and
illegal modalities, before providing an analysis of current efforts
to address international tax abuse and illicit capital outflows.
The chapter then examines the fundamental injustices embed-
ded in an outdated international tax system. before elucidating
how negotiations for a UN tax convention, together with national
tax policies and progressive environmental taxes, might serve to
align fiscal justice with forest and land rights protection.

5.1 How the current system
lays waste to forest and
land rights

Taxation is a key strategy for domestic resource mobilization
to provide for societal development priorities, strengthen public
services, enable climate mitigation and adaptation and support
biodiversity protection. However, the current rules undermine
the ability of developing countries, in particular, to capture a
fair portion of the revenue of industrial and extractive activity
through taxation. The international tax regime incentivizes forest
loss and deprives tropical forest countries of critical sources of
revenue to fund forest protection.

5.1.2 The big steal: corporate tax abuse

The most obvious manifestation of the way in which cross-bor-
der tax abuse erodes land and forest rights is the fact that
governments lose billions of dollars in revenue every year—re-
sources that might otherwise be deployed to protect forests and
realize rights through, for example, the enforcement of forest
policies, funding of Indigenous land titling or monitoring of de-
forestation. In the absence of such investment, land governance
systems remain weak, creating conditions in which land grab-
bing and large-scale dispossession of IPs and LCs become more
feasible for bad actors.

As things currently stand, cross-border tax abuse remains rel-
atively straightforward for both multinational corporations and
high net-worth individuals. A global ecosystem of financial secre-
cy and low- or zero-tax jurisdictions makes it easy for econom-
ic elites, including multinational corporations, to conceal their
wealth and profits, and thereby avoid paying their fair share of
taxation. As a result, some USD 492 billion is lost to cross-border
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tax abuse every year (TUN, 2024a). Of this, about two-thirds (USD
347.6 billion) results from multinational corporations shifting
profits offshore to avoid paying tax in the countries where they
actually operate, and the remaining one-third (USD 144.8 billion)
is due to wealthy individuals hiding assets offshore (TUN, 2024b).

Profit shifting and trade misinvoicing—the chief methods
through which multinationals avoid paying the appropriate
amount of tax on their profits—has been allowed to flourish due
to inadequacies in the current international tax system. Through
these techniques, companies manipulate the prices of goods
and services supplied within their multinational group so as to
‘shift’ their profits from the country of actual economic activity
into low- or zero-tax jurisdictions. Often, they have little or no
real economic activity in the jurisdictions where they claim their
profits were made.

Moreover, the current international financial architecture enables
multinational companies to exploit tax incentives in countries
other than those where they are actually extracting resources
(Mager and Schultz, 2024). For example, Singapore offers gener-
ous tax exemptions to companies incorporated there for profits
generated by selling resources not found within its borders. The
mining giant Glencore is alleged to have avoided paying many
millions of dollars in taxes from its operations in Africa and Latin
America by channelling its profits through tax havens, including
the British Virgin Islands, Singapore and Switzerland (Centre
for International Corporate Tax Accountability and Research
2024). The company has even accrued massive tax credits in
some countries, which can offset future tax payments. For in-
stance, it booked tax credits of nearly USD 38 million in Colom-
bia in 2020, thanks in part to its ownership of the Cerrejon, the

Profit shifting and trade
misinvoicing—the chief methods
through which multinationals
avoid paying the appropriate
amount of tax on their profits—
has been allowed to flourish due
to inadequacies in the current
international tax system.
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world’s second largest open pit coal mine. An environmental
crisis attributed to the mine’s operations has meanwhile been
held responsible for the deaths of over 5 000 Indigenous Wayuu
children (Avilés, 2018; Deutsche Welle, 2022; Inter-American
Commission on Human Rights, 2017).

The relative ease with which corporations can shift profits off-
shore also piles pressure on governments, which are incentivized
to prioritize corporate interests over the protection of forests or
the rights of local land users. As illustrated by the above exam-
ples, the perceived imperative of attracting foreign investment
leads to overly generous tax policies and lax oversight, which in
turn impedes the protection of fundamental human rights. This
can in turn create a vicious cycle of dispossession and exclusion
from political decision-making around, inter alia, land and tenure
issues (FAQ, 2019).

5.1.3 Financial secrecy: a shield for illegality

Financial secrecy policies simultaneously enable tax abuse
and facilitate environmental criminality and corruption. Interna-
tional financial secrecy enables tax abuse by allowing corpora-
tions and wealthy individuals to hide profits and evade taxation
through offshore accounts. It also facilitates environmental
crimes and corruption by concealing the identities and finances
of those involved in illegal logging, mining and land grabbing,
thereby shielding perpetrators from accountability.

Environmental crimes, such as illegal logging and mining, along
with the transport and sale of illegally sourced materials, can
be extremely lucrative; environmental crime has been valued
at up to USD 281 billion a year, of which approximately USD 51
billion to USD 152 billion a year is attributable to illegal forestry
alone (FATF, 2021). The role of financial secrecy as a key driver
of deforestation and environmental destruction should not be
underestimated; without the opacity of the existing financial
system, much of the harmful activity that is currently so lucrative
would be either impossible or unprofitable.

Meaningful enforcement of the forthcoming European Union De-
forestation Rule, which also prohibits key agricultural products
from being imported into the EU from recently (post-December
31 2020) deforested land, is likely to prove exceedingly difficult
without new measures to ensure transparency throughout the
supply chain, including on who benefits from the trade of agricul-
tural products. As things currently stand, while deforestation can
be mapped in terms of satellite data, it is difficult to link defor-
estation (legal or illegal) to land ownership data unless the latter
is made public. This is the case in Brazil, where environmental
records of land are available, but land titles are not. A report by
the Financial Transparency Coalition estimates that 48 percent
of all soy and 15 percent of all beef pasture land in the Brazilian
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State of Mato Grosso lacks a deforestation permit, rendering it
potentially illicit in terms of exports and worth billions of dollars
in annual exports (Daniels et al., 2025). The UN Office on Drugs
and Crime, meanwhile, reports that virtually all the deforestation
and environmental degradation being experienced in the Ama-
zon Basin is linked to illegal activities (UNODC, 2024).

5.1.4 ‘Greenlaundering’ of
‘legitimate’ finance

It is not only criminal enterprises that are responsible for the
fiscal and environmental harm that is playing out. The banks
and financial institutions that provide capital and other financial
resources to the extractive sector also appear to be complicit in
fostering the continued destruction of ecosystems through the
use of tax havens and secrecy jurisdictions. Research by Tax
Justice Network shows that 68 percent of the fossil fuel financ-
ing provided by the world’s 60 largest banks—approximately USD
7 trillion—is channelled through secrecy jurisdictions (Mager and
Schultz, 2024).

The widespread use of shell companies enables banks to con-
ceal the extent of their financial support to fossil fuel companies,
which are often linked to tropical forest degradation (Mager and
Schultz, 2024). Despite signing up to sectoral commitments to
phase out support to environmentally destructive activities, such
as the Glasgow Financial Alliance for Net Zero and the Net Zero
Banking Alliance, many of the world’s largest banks continue to
channel funds to precisely these harmful extractive sectors by
routing disbursements through financial secrecy jurisdictions
(Mager and Schultz, 2024). Worse still, many banks have now
pulled out of even these commitments amidst the current global
regression in environmental commitments (Gayle, 2025).

It is well-known that multinational companies use ‘internal cap-
ital markets’ to distribute resources through complex webs of
subsidiaries and, ultimately, to various activities including explo-
ration, extraction and production (Ochialli, 2023). This means
that loans or other forms of financial support provided to one
company within the group are routinely redirected to and used
by another.

Opaque financial structures also enable companies to secure
more favourable terms of credit by obfuscating the fact the money
will be used to extract fossil fuels, cause deforestation, or other-
wise harm biodiversity, in violation of stated commitments by
companies and financiers. By failing to establish clear and com-
prehensive exclusion policies, which take into account the wide-
spread use of secrecy jurisdictions, the banks involved can mean-
while rely on ‘planned ignorance’ to under-report their exposure
to environmentally harmful activities (Mager and Schultz, 2024).
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Box 2:
In the line of fire: Land rights defenders

Those who seek to defend the land often find themselves
targeted for persecution, with financial secrecy again
playing a key role in enabling impunity. By structuring
their investments through secrecy jurisdictions, corpo-
rations can obscure the identity of ultimate beneficial
owners (Zucman, 2016), in turn making it difficult for civil
society to hold corporate actors accountable for defor-
estation or forced displacement (Global Witness, 2024).

Following the 2016 murder of Honduran environmental
activist Berta Caceres, investigations revealed a com-
plex money trail that appeared to link the chief executive
and chief financial officer of Desarrollos Energéticos
Sociedad Anénima—the company behind the dam project
against which Caceres was protesting—to the hit squad
that killed her (Olson, 2022).

The murder of Berta Caceres became one of the most
high-profile of recent years, but hers is an exception to
the rule in that at least some of those involved were held
to account (family members believe the most powerful
individuals involved remain at large) (Olson, 2022). Impu-
nity has remained the norm for those behind most of the
2 253 land and environmental defenders killed between
2012 and 2024 (Global Witness, 2024).

5.1.5 Dysfunctional tax incentives
drive forest loss

One of the most potent and pernicious, but ‘legitimate’, modal-
ities through which fiscal policies drive the destruction of eco-
systems is the provision of dysfunctional tax incentives and
subsidies to extractive industries that cause forest and biodiver-
sity loss. Many developing countries, in a bid to attract foreign
investment, offer tax incentives to extractive industries (Althouse
and Svartzman, 2022; UNDESA, 2024). Tax incentives granted by
governments represent a preferential tax treatment in the form
of either ‘income-based’ incentives, which change the way a
specific income is taxed, for example via reduced tax rates or tax
exemptions, or ‘expenditure-based’ incentives, which reduce the
tax liability by allowing the deduction of some particular costs
(Padilla, 2020). While it is frequently argued that such tax incen-
tives are necessary to attract foreign investment, it is well doc-
umented that the importance of such tax breaks is overstated.
The presence of adequate infrastructure, human capital, market
access and political stability is at least as important to invest-
ment decisions (Masiya and et al, 2024; Meinzer et al., 2019).

Itis hardly controversial to state that fossil fuel subsidies, which
include but are not limited to tax incentives, represent one of
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the most significant threats to a just transition. Explicit tax in-
centives afforded to the sector still run to many hundreds of
billions of dollars, with the International Institute for Sustainable
Development estimating that government support to fossil fuels
reached USD 1.5 trillion in 2023 (Gerasimchuk et al., 2024).

Whereas fossil fuel subsidies, including tax incentives, are
widespread and partially documented, global data on tax in-
centives granted to other sectors hazardous to people’s and
the planet’s health, like agribusiness and mining, are often not
available (Beghin, 2024). These tax incentives are nonetheless
exacerbating the ecological crises, increasing food insecurity
and inequality (Beghin, 2024).

Importantly, the provision of such fiscal support artificially de-
presses the supply costs of these industries, thereby ensuring
that the environmental damage they cause continues. These
facts manifestly fly in the face of the Polluter Pays Principle,
which states that environmental harms should be internalized
by polluters and that such costs should not be passed on to the
public (United Nations, 1992).
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Critical habitat for the critically endangered Swift
Parrot. Esperance forest, southern Tasmania,
was primary forest with a few large trees logged
selectively more than 80 years ago. In 2021, this
forest was industrial clearfelled.
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A case study by Christian Aid, the Financial Transparency Coa-
lition and Latindad (2022) highlights how Brazil’s state tax pol-
icies contribute to the disastrous exploitation of the Amazon
by the industrial bauxite mining sector, using Mineragao Rio do
Norte (MRN) as the case example. The company’s operations
in Oriximina have caused deforestation and harmed the envi-
ronment and human rights of the local Quilombola and riverine
communities, polluting water sources, reducing access to food
and traditional resources and eroding Indigenous knowledge.
This is enabled by Brazil’s tax policies, which provide generous
exemptions to mining and aluminium companies, significantly
benefiting corporations like MRN. At the same time, this is de-
priving local municipalities of critical public revenue. Indeed,
MRN gained more from one tax exemption than Oriximind’s total
local public revenue over a decade (Christian Aid, 2022).

Dysfunctional tax incentives are also offered through ‘special
economic zones'—designated areas within countries that offer
exemptions from certain regulations. The paucity of regulation
and provision of opacity in these zones makes them extremely
attractive to those involved in crimes such as illegal mining, log-
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ging and waste trafficking (FATF, 2021). The Suifenhe free trade
zone in China has allegedly been used to facilitate illegal logging
in Russia, for example, while Spain’s Las Palmas-Gran Canaria
free trade zone has been linked to illegal fishing (FATF, 2021).
The creation of special economic zones is proliferating, with
up to 5 000 now in existence around the world (OECD, 2019),
despite the fact their purported value in boosting economies
has been convincingly refuted (Hall et al., 2023; Holden, 2017).

5.2 Aninternational regime
100 years out of date

This quagmire has its roots in an international system that is
a century out of date. For nearly 100 years, international tax
rules have been set by a small group of powerful countries—first
through the League of Nations and later via the Organisation
for Economic Cooperation and Development. In the period be-
tween World Wars | and Il, countries gathered at the League of
Nations agreed that the ‘arms-length principle’ should underpin
international tax cooperation. By presuming that entities within
a single multinational group could be trusted to trade with each
other just as separate independent companies might, and that
the appropriate manner to tax their profits would therefore be
to treat them as discreet and separate entities, this principle set
the stage for the massive levels of corporate tax abuse that the
world sees today (Picciotto, 2016).

For the past 60 years, the international institution tasked with
designing policies to confront such abuse has been the OECD—
an intergovernmental think tank whose membership is limited
to the 38 most advanced economies.

The OECD'’s stewardship of cooperation on international taxation
has been characterized by exclusion and failure (TJN, 2024a). In
2013, amid increasing global concern over soaring levels of tax
abuse by multinational companies, the OECD launched the Base
Erosion and Profit Shifting (BEPS) initiative. The BEPS initiative
consists of two pillars: Pillar One, which focuses on reallocating
taxing rights among countries, and Pillar Two, which seeks to
establish a global minimum corporate tax rate to end the ‘race
to the bottom’ in corporate taxation. Although the resulting BEPS
Action Plan included a limited version of country-by-country
reporting, it fell short of delivering meaningful reform. Lower-in-
come countries were then invited to join the process through a
so-called Inclusive Framework, but only on the condition that
they adopted a previously agreed agenda.

Having been invited to set the workplan through the Inclusive
Framework, a group of developing countries led by the Inter-
governmental Group of Twenty-Four on International Monetary
Affairs and Development (G24) proposed a fundamental shift to
unitary taxation—a model that takes each multinational group as
a single entity and applies a formula to apportion taxing rights
according to actual economic presence and activity in each
jurisdiction. If carried forward, this would have spelled the end

Table 5.1 Protocols to the Framework Convention on Tax Cooperation

Protocols to the Framework Convention on Tax Cooperation

Thematic issue Completion
Protocol 1 Taxation of income derived from the provision of cross-border services in an End 2027
increasingly digitalised and globalised economy.
Protocol 2 Prevention and resolution of tax disputes. End 2027
Future Protocols Measures against tax-related illicit financial flows. Post-2027
Addressing tax evasion and avoidance by high-net-worth individuals and Post-2027
ensuring their effective taxation.
Tax cooperation on environmental challenges. Post-2027
Exchange of information for tax purposes. Post-2027
Mutual administrative assistance on tax matters. Post-2027
Harmful tax practices. Post-2027
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of the arms-length principle, but the proposal was sidelined by
the Group of Seven (G7) nations, and an alternative agreement
was presented in its place (Giles, 2022). This ‘unified proposal’
maintained the arms-length principle for all but a fraction of the
profits of a handful of the largest multinationals (TUN, 2019). As
aresult, the status quo of massive levels of corporate tax abuse,
and with it the syphoning of resources that might fund better
forest and land outcomes, would remain largely unchanged.

The continuance of the arms-length principle is not the only
shortcoming of the BEPS agreement. Extractive industries are
excluded from the proposal, something disadvantageous to
many countries in the Global South which heavily rely on the
extractive sector. It was argued that this ‘carveout’ was neces-
sary to protect resource-rich countries’ taxing rights, given their
reliance on extractive revenues. It was also affirmed that the
large sunk costs of extractive sector operations, along with the
complexity of extractive companies’ fiscal relationships with
governments, would make a formulaic reallocation of profits
problematic (Lassourd and Scurfield, 2019). The exemption
effectively leaves the door open for this sector to continue to
engage in abusive tax practices. In so doing, it also ensures that
they remain highly profitable.

Provisions to implement a global minimum corporate tax rate—a
crucial measure for halting a ‘race to the bottom’ in corporate
taxation—are also wholly inadequate. At 15 percent, the rate is
set so low that it may be counterproductive—most developing
countries currently have much higher rates—and its implementa-
tion requirements are prohibitively complex for most low-income
countries (G24, 2022). Meanwhile, various carveouts reduce
the ‘effective’ or real tax rate to as low as 10 percent and some
jurisdictions have even considered reimbursing the tax through
corporate subsidies, thereby nullifying its impact (Gross, 2023).

5.3 The way forward:
arevolution in transparency
at national and global levels

Debates and consideration within various international fora to
address the inefficiencies of the international tax system ac-
celerated in the aftermath of the 2008- 2009 financial crisis."
And while the latest international tax reform attempts by the
OECD (2021) have created some improvements in developed
countries, the design of the new rules has created obstacles
that prevent developing countries from reaping the same bene-
fits. Indeed, the proposed deal does little to benefit developing

countries because it limits their taxing rights, favours richer na-
tions where multinationals are headquartered, and bans digital
services taxes that could raise more revenue locally (Eurodad,
2024). Moreover, with the United States having withdrawn from
the OECD process, it now appears unlikely that the BEPS deal will
be implemented (Chaparro-Hernandez, 2025; Cobham, 2020).

Developing countries’ dissatisfaction with the OECD process
led the Africa Group at the United Nations to bring forward a
resolution calling for the development of international tax rules
under the auspices of the UN (African Union, 2023)—a more
inclusive forum with greater democratic legitimacy (Ryding and
Voorhoeve, 2022). As a result, the UN General Assembly adopted
several watershed resolutions, which mandated the negotiation
of a new UN Framework Convention on International Tax Coop-
eration (UNFCTIC) by the end of 2027. The subsequent Terms
of Reference elaborated to shape the future tax convention were
adopted at the end of 2024. These Terms of Reference specify
the objective of establishing “an inclusive, fair, transparent, effi-
cient, equitable and effective international tax system for sustain-
able development” (UNGA, 2025a). In particular, the references
to issues such as human rights and the environment establish
the links between tax policies and key global sustainable devel-
opment commitments.

The Terms of Reference also commit governments to address
questions of a “fair allocation of taxing rights including the equi-
table taxation of multinational enterprises” (UNGA, 2025a). Other
commitments aim to address tax evasion and avoidance by
high net-worth individuals, to improve financial transparency, to
address “tax-related illicit financial flows, tax avoidance, tax eva-
sion and harmful tax practices”, and to pursue “[Jnternational tax
cooperation approaches that will contribute to the achievement
of sustainable development in its three dimensions, economic,
social and environmental, in a balanced and integrated manner”
(UNGA, 2025a).

A menu of potential protocols will flank the framework con-
vention, enabling the elaboration of particular provisions. Two
early protocols will be negotiated in parallel to the convention
and have to be concluded by the end of 2027, together with the
convention itself, while a menu of possible future protocols has
been drawn up for negotiation after that date (TUN, 2025).

Negotiations on the substance of the framework convention and
the early protocols will be conducted via the newly established
Intergovernmental Negotiating Committee on the United Na-
tions Framework Convention on International Tax Cooperation
(UNGA, 2025b). It will hold three substantive sessions per year
during 2025-2027, alternating between New York and Nairobi.

1 See, for example, efforts from the Group of Twenty (G20); the Group of Twenty-four (G24); and the High Level Panel on International Financial Accountability, Transparency and Integrity

for Achieving the 2030 Agenda: (FACTI Panel, 2021; G20, 2013; G24, 2022).
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The final text should then be submitted for approval to the UN
General Assembly in 2027 (TJN, 2025). The level of cooperation
and financial transparency achieved through this process will
have profound implications for states’ capacity to protect land
rights and mobilize domestic resources for the preservation and
restoration of forests.

US President Donald Trump has pulled the United Staes of
America out of the UN negotiations. While the withdrawal of the
world’s largest economy from the convention is unfortunate,
its absence may enable the delivery of a more progressive and
meaningful final text (Chaparro-Hernandez, 2025).

The allocation of taxing rights, in particular the right to tax mul-
tinational companies with commercial activities in multiple
jurisdictions, has historically been biased towards ‘residence’
countries—that is, where they are headquartered—mostly in the
Global North (Picciotto, 2025). This is underpinned by a system
of bilateral tax treaties restricting ‘source country’ (other coun-
tries where those same companies operate) taxation. Togeth-
er with the pervasive problem of transfer pricing, this enables
massive levels of cross-border tax abuse (Picciotto, 2025). The
UNFCITC offers the opportunity to introduce a new system of
unitary taxation with formulary apportionment (BEPS Monitoring
Group, 2023; Picciotto, 2012). This would mean that multination-
al corporations are treated as single and coherent entities, and
taxed on the basis of their global profit, instead of the current

Introducing profit surtaxes on
industries involved in causing the
destruction of ecosystems
increases the cost of polluting
capital while decreasing asset
value. The deployment of such
taxes should lead to industrial
extraction business models
becoming less profitable and thus
the continuation of business-as-
usual being discouraged.
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system which treats each entity within the multinational as sepa-
rate and independent. The taxing rights would be allocated fairly
between countries through a balanced and broad-based formula
that reflects where business activity takes place.

The UN tax convention also offers another cardinal opportuni-
ty to tackle the root causes of tax avoidance, tax evasion and
illicit financial flows—namely to anchor and institutionalize tax
transparency at the global level. Robust transparency measures
will hinder wealthy individuals and corporations from exploiting
financial secrecy regimes to evade taxes. Such transparency is
needed to close loopholes, strengthen tax enforcement and up-
hold fairness in the tax system (Knobel et al., 2025). It is equally
important to confront both the explicitly illegal activities that un-
dermine land and forest rights, such as illegal logging, and ‘bad
faith’ factors such as greenlaundering and ‘planned ignorance’
in financial institutions.

The convention should further promote the ‘ABC of tax and finan-
cial transparency’, automatic exchange of information, beneficial
ownership transparency, and public country-by-country reporting:

Automatic exchange of information is a system that allows au-
thorities to access information on the financial accounts that
individuals and companies within their jurisdiction hold in other
countries (TJN, 2020a). It prevents corporations and individuals
from abusing accounts held abroad in order to hide the scale of
their wealth and thereby avoid paying their fair share of taxation.

Beneficial ownership transparency means establishing registries
of who is really in control of and benefiting from companies,
trusts, foundations and other legal vehicles (TJN, 2020b). This
should ultimately be complemented by a Global Asset Registry,
providing data on asset ownership for all countries, as proposed
in the Seville Commitment emanating from the 2025 Financing
for Development conference (UNDESA, 2025).

Country-by-country reporting is an accounting standard that
obliges corporations to disclose their economic activity—includ-
ing sales, profits, taxes paid, employees, assets etc.—in every
jurisdiction where they are present (TJN, 2020c). This informa-
tion makes it possible for tax authorities, civil society, the media
and other stakeholders to ascertain if the company is paying the
right amount of tax in each country.

While a variety of such systems already exist in some form to-
day, the convention should ensure one coherent global system
designed to work for all countries, including Global South na-
tions. This would enable the convention to demand transparency
around tax incentives and exemptions granted by governments.
This is critical to assess the benefits of tax incentives and ex-
emptions, and to review and eventually expunge those that have
socially inequitable and environmentally-harmful impacts.
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The above measures would mark a step change for efforts to
tackle the international financial system'’s facilitation and incen-
tivization of land and forest destruction, along with its impact on
human rights. Beyond this, the convention should also address
the tax issues and challenges stemming from the extractive in-
dustries sector, and their impact on climate justice, sustainable
land management and human rights, explicitly and directly.

5.3.1 Innovative environmental taxes:
a polluter pays profits surtax

Environmental taxes can put the Polluter Pays Principle into
practice. This concept is mainly associated with so-called Pigou-
vian taxes, named after the 1920s British economist Arthur
Pigou. Carbon taxes, in particular, have gained a great deal of
attention. Pigouvian taxes are levied on goods or activities that
cause environmental harm. In theory, the tax rate is determined
by the ‘costs to society’ caused by the consumption of environ-
mentally-harmful goods or services. These ‘external costs’ are
then added to the price of a good. The price increase—via the
tax—reduces the quantity of the goods’ consumption, the com-
pany changes to less environmentally-harmful products and in
consequence the environmental impact decreases. Or at least,
so the neoclassical economic theory goes.

However, such Pigouvian taxes are largely seen as structurally
regressive as they generally target consumers, directly or indi-
rectly, with lower-income households carrying a relatively higher
share of the tax burden. The bias against consumers raises
concerns about the risk of negative social impacts of such taxes
in general, and about conventional carbon taxes in particular.?
Regressive environmental taxes cause concern not only about
increasing inequalities, but also about undermining public sup-
port for specific climate policies. They can even provoke large-
scale public protests by actors who might otherwise be in favour
of climate action, but who worry about social justice (see, for
example, Driscoll, 2023). Moreover, there “is growing consensus
that carbon pricing will not generate the necessary momentum
for a green transition” (WedI and Fricke, 2025).

Recognition of the limits of conventional environmental taxes
has given rise to consideration of alternative and more progres-
sive ways of using taxes to combat the ecological crisis. For
example, policies aiming to catalyse the socioecological trans-
formation of global economies by directly targeting polluting
industries have gained prominence (Lazarus and van Asselt,
2018; Paul and Moe, 2023).

Unlike Pigouvian taxes, which generally target the consumer and
thus take a ‘demand-side approach’, taxing corporate income
which is based on deriving profit from exploiting nature unsus-
tainably would take a 'supply-side approach’. Such a ‘polluting
profits surtax’ should target corporations that are profiting from
deforestation and land-use change such as industrial agriculture,
forestry and related global commodity trading.

Taxing profits directly impacts the allocation of capital (OECD,
2023b). Introducing profit surtaxes on industries involved in
causing the destruction of ecosystems increases the cost of
polluting capital while decreasing asset value (see, for exam-
ple, Abdul-Salam, 2024). The deployment of such taxes should
lead to industrial extraction business models becoming less
profitable and thus the continuation of business-as-usual be-
ing discouraged.

The proceeds from a surtax on environmentally-harmful profits
could be used to offset alternative tax incentives, for example for
sustainable agricultural production and forestry. Such incentives
could contribute to the promotion of traditional forestry practic-
es and of local agricultural production, while ensuring environ-
mental integrity and protecting Indigenous Peoples and Local
Communities. They should be complemented by other measures
to reduce and phase out environmentally-harmful subsidies.

5.3.2 National (tax) pathways to land
and forest justice

While it represents a once-in-a-lifetime opportunity for meaning-
ful structural change, the UN convention process is by no means
a silver bullet capable of righting all the wrongs embedded in
existing tax regimes. A robust and holistic commitment to fi-
nancial and tax transparency is equally necessary at the level
of domestic tax policymaking. This requires a rigorous national
implementation of the ‘ABC’ of tax and financial transparency
noted above.

Climate and environmental considerations, along with human
rights protections, should be incorporated into domestic taxation
regimes, with an emphasis on the democratization of tax policy-
making. At the most basic level, this requires that governments
pursue progressive tax policies, including progressive environ-
mental taxation. This in turn means that taxes must serve to
disincentivize activities that harm the environment, while also
ensuring that the financial burden falls on higher-income indi-
viduals, large corporations and major polluters rather than the
poor and marginalized.

2 See, for example, the 6th Assessment Report of the Intergovernmental Panel on Climate Change (IPCC AR6): “The most commonly studied distributional impact is the direct impact of a
carbon tax on household income. Typically it is regressive; the tax induced increase in energy expenditures represents a larger share of household income for lower income house-
holds....[..] ‘[iln countries with a limited capacity to collect taxes and distribute revenues to low-income households, such as some developing countries, carbon taxes may have greater

distributional consequences” (Dubash et al., 2022).
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Participatory budgeting processes can serve to strengthen un-
derstanding of taxation issues while also ensuring that public
funds are appropriately raised and allocated to satisfy local
needs. Financial disclosures on public record create a society
where we know who owns what, and who benefits from which
asset or company.

The democratization of tax policymaking would also require the
implementation of meaningful wealth taxes, a measure for which
there is overwhelming public support (Earth4All, 2024; Oxfam In-
ternational, 2024). In an era of unprecedented inequality, itself a
major driver of climate change, a modest tax on extreme wealth
has the potential to raise some USD 2 trillion a year (Palansky
and Schultz, 2025; Saez and Zucman, 2019). This is nearly dou-
ble the estimated annual climate finance needs of developing
countries (Oxfam International, 2023; UNFCCC, 2021). Model-
ling based on Spain’s wealth tax and extrapolated to cover 172
countries around the world show that a featherlight wealth tax of
1.7 percent to 3.5 percent imposed on the richest 0.5 percent of
households would enable governments to increase their annual
budgets by 7 percent (Palansky and Schultz, 2025). It would
also help to ensure that those who have contributed most to
ecological destruction pay their fair share to remedy it. Such
a measure would go a long way towards addressing ecologi-
cal crises, while also reducing overlapping socioeconomic and
ecological inequalities (Piketty, 2014; Saez and Zucman, 2019).

In order to achieve this democratization of global taxation sys-
tems while simultaneously ensuring sufficient revenue for a just
transition, climate change commitments such as Nationally
Determined Contributions should be explicitly linked to inclusive,
equitable fiscal policies. To this end, both tax and spending pol-
icies should be designed and implemented with robust public
participation, and they should serve to redress rather than ex-
acerbate inequalities. Similarly, those areas of fiscal policy that
incentivize environmental harms, such as dysfunctional fossil
fuel subsidies or other environmentally-harmful tax incentives,
should be reviewed in line with environmental and human rights
standards. The implementation of fair and environmentally pro-
portionate taxes on extractive sectors, for example, could serve
to raise revenue for the protection and realization of Indigenous
Peoples'’ rights.
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Such measures need to be part of a coherent and comprehen-
sive matrix of policies in which just, progressive taxation and
financial transparency are consistently linked to climate, en-
vironmental protection, human rights and social goals. Frag-
mented and piecemeal approaches—such as sectoral levies
on frequent flying—cannot on their own provide the necessary
framework for economic transformation needed to meet shared
goals. While such measures may provide important signals and
even deliver welcome behavioural changes, they must be part
of a coherent and comprehensive policy package to catalyse
transformational change.

Furthermore, governments committed to leveraging the power
of tax policy to protect and advance land and forest rights, along
with all other human rights, would also need to regulate the fi-
nancial services providers who cater to those seeking to avail
financial secrecy and tax abuse structures. All such structures
should be proactively disclosed to authorities.

5.4 Conclusion

There is a critical nexus between the international tax regime
and environmental degradation, which has a determinative
impact on the loss of forests and biodiversity. Cross-border
tax abuse, illicit financial flows and pervasive financial secrecy
undermine states’ fiscal capacity to safeguard ecological and
human rights. The existing system—structured around the arms-
length principle and dominated by the OECD—is neocolonial in
character, perpetuating inequalities and facilitating extractive
activities that externalize environmental costs. In this context,
the United Nations Framework Convention on International Tax
Cooperation offers a transformative opportunity to democratize
global tax governance, enhance transparency, redistribute taxing
rights and realign financial systems around the Polluter Pays
Principle and economic progressivity. Complementary national
reforms, including progressive wealth and environmental taxa-
tion, are equally essential to advance socioecological justice.
Indeed, a coherent, transparent and inclusive international finan-
cial architecture is a fundamental precondition to sustainable
development, including with regard to the protection of land
and forest rights.



CASE STUDY

Public subsidies in Europe:
A blessing or curse for forest
biodiversity and climate resilience?

The role of public funding as
a policy instrument

Given the many acknowledged limitations and shortcomings of
private finance in tackling environmental crises in general and
forest destruction in particular (see Chapter 1), public funding
can play an important role as a policy instrument in environ-
mental forest policy (Gliick, 1998). By granting subsidies or
levying taxes in line with positive or negative external effects,
public support can provide economic incentives for forest
protection and sustainable management of forests within a
market economy (Krott, 2005). Public funding can incentivize
forest owners, land users and enterprises in the marketplace to
supply environmental goods and services such as biodiversity
conservation, climate protection and recreation. Being either
public goods or common resources, these cannot easily be
sold on the market (Ostrom, 1990). Hence, public intervention
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Summer forest
in Finland

in the market economy through public funding aims to improve
the cost-benefit calculations of economic operators (Krott,
2005). However, this chapter shows that public funding may
undermine, rather than support the provision of environmen-
tal goods and services from forests. The chapter provides an
overview of both environmentally-harmful and environmental-
ly-friendly EU and national subsidies and draws conclusions for
an effective policy reform.

Environmentally-harmful subsidies
for forests in Europe

Public funding is seen as an important tool for promoting biodi-
versity-friendly and climate-resilient change in land use, includ-
ing forestry (IPBES, 2019). However, a recent study (Sotirov,
2025) shows that more than EUR 5.3 billion of European public
money each year—mainly through subsidies for forest biomass



CASE STUDY: PUBLIC SUBSIDIES IN EUROPE: A BLESSING OR CURSE FOR FOREST BIODIVERSITY AND CLIMATE RESILIENCE?

under the EU Renewable Energy Directive (RED)—continues to
support intensive forestry practices that harm biodiversity and
climate resilience. Similarly, many EU countries run public sub-
sidy programmes—mainly under State Aid rules—that channel
more than EUR 0.5 billion a year into forestry practices harmful
to biodiversity and climate resilience (Sotirov, 2025).

The most harmful schemes include national biomass subsi-
dies, which the RED paradoxically treats as legal and sustain-
able. These subsidies are applied in both export-oriented for-
est-rich countries (France, Finland, Germany, Poland, Sweden)
and import-oriented forest-poor countries (Belgium, Denmark,
the Netherlands, the United Kingdom). Even though they are
officially presented as measures to improve climate resilience
and sustainable forest management, further national schemes
under State Aid rules in the Czech Republic (State Forestry Aid
2023-2028), France (France Relance 2021-2022; State Forestry
Aid 2023-2029) and Finland (Kemera and forestry tax breaks)
incentivize intensive forestry (Sotirov, 2025).

These harmful funding schemes score low on environmental
effectiveness, conditionality and additionality, because they
continue to support business-as-usual intensive forestry. In par-
ticular, intensive practices include forest biomass harvesting for
bioenergy, clearcutting with monoculture plantations, salvage
logging with removal of deadwood, and artificial reforestation
with non-native or not-site adapted tree species. Intensive prac-
tices are often supported by longstanding national forest laws
and forestry traditions that run counter to the new forest-related
EU and national environmental policies and scientific knowledge
about the need to restore the biodiversity and climate resilience
of Europe’s forests. At the same time, these schemes score high
on external durability and budget, since they are politically stable
and receive large, long-term funding that is often renewed. Their
internal durability is usually medium, as subsidies are paid for
five to ten years (see Table 6.1).

Mixed impact subsidies for forests
in Europe

According to the aforementioned study (Sotirov, 2025), another
substantial funding of about EUR 1 billion a year is provided by
a group of mixed impact schemes. They include national sub-
sidies in many EU countries (including France, Germany, Italy,
Poland, Portugal, Spain) largely paid for forestry measures from
the European Agricultural Fund for Rural Development (EAFRD)
of the Common Agricultural Policy (CAP) (2014-2022) and
for productive investments and non-productive forestry inter-
ventions from the new EU CAP/EAFRD (2023-2027). Further
examples are Finland's State Forestry Aid programme Metka
(2023-2029) and Sweden’s Rural Development Programme
(RDP) (2011-2013; 2013-2020).
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These programmes are designed with mixed outcomes, as they
partly fund environmentally-harmful and partly environmental-
ly-friendly forestry practices. However, there is a clear imbal-
ance in actual spending: relatively little public funding goes to
biodiversity and climate objectives (about 10 to 20 percent),
while far larger sums support conventional forestry (80 to 90
percent)—often justified under the banner of climate mitigation
and adaptation. In practice, these mixed impact schemes help
to sustain business-as-usual intensive forestry or even increase
woody biomass production through clearcutting, salvage logging
with deadwood removal, plantation of monocultures with com-
mercial fast-growing tree species, extraction of forest biomass
for bioenergy (whole trees, stumps), development of forest road
infrastructure and timber harvesting machinery (such as har-
vesters, forwarders) and support for the marketing capacities
of producer organizations and advisory services for timber mo-
bilization. Some support is provided for biodiversity and climate
measures, including compensation for income forgone due to
conservation management in forest protected areas (Natura,
2000), ecosystem management of forests (close-to-nature for-
est management), storing carbon in standing forests and other
environmental commitments.

The real impact still depends on implementation. For example,
RDP subsidies for Natura 2000 areas in France, Finland, Ger-
many and Spain have been used in both biodiversity-friendly
ways (such as ecological forest management) and biodiver-
sity-harmful ways (such as plantation forestry). In Sweden'’s
RDP, funding has mostly gone to active management such as
thinning, planting and prescribed burning, with far less support
for passive management such as conservation of old-growth
forests, setting aside strictly protected forest reserves, and in-
creased deadwood retention.

Reflecting this challenging balance, these mixed impact
schemes usually score medium on environmental policy effec-
tiveness, additionality and internal durability. They score low
on conditionality, as their design is often flexible, especially in
setting environmental conditions. They score high on external
durability and budget, thanks to continued political support and
substantial funding over time.

Environmentally-friendly subsidies
for forests in Europe

In contrast, the same study (Sotirov, 2025) identifies encourag-
ing policy shifts: several EU Member States now allocate more
than EUR 0.5 billion annually to subsidies that promote biodi-
versity and ecosystem resilience, for example through forest
conservation, climate-resilient mixed forests, and close-to-nature
management. These initiatives reflect the policy momentum set
out in the European Green Deal, which incentivizes nature-pos-
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itive investment, the EU Biodiversity Strategy for 2030 and the
EU Forest Strategy for 2030 (Roux et al., 2025).

Particular examples of environmentally-friendly funding include
Forét.Nature in Wallonia, Belgium, SylvACCTES in France, METSO
in Finland, and KAWM+ in Germany (see Table 6.2). Unlike harm-
ful schemes, these programmes foster biodiversity and climate
resilience by rewarding conservation management of forests
through protected forest areas and biodiversity commitments,
integrative nature protection through increased deadwood in

managed forests, close-to-nature forest management based
on natural regeneration and avoidance of clearcutting, and the
active transformation of coniferous plantations into climate-re-
silient mixed or deciduous forests.

These environmentally-friendly schemes score high on policy
effectiveness, additionality and conditionality, since their goals
and funding design go beyond minimum legal standards and
encourage a transition away from business-as-usual intensive
forestry. They also score high on internal durability, offering long-

Table 6.1 EU and national public subsidy schemes for forests

Policy

effectiveness

External
Internal Durability
Additionality  Conditionality Durability and Budget

Environmentally Harmful

EU-28 (multiple countries): National biomass Low Low Low Medium High
subsidies under RED 2009-to date

Czech Republic: State Forestry Aid 2023-2028 Low Low Low Medium High
France: France Relance 2021-2022, State Forestry Low Low Medium Low High
Aid 2023-2029

Finland: KEMERA State Forestry Aid and tax Low Low Low Medium High
breaks for forestry, 1997-to date

Mixed Impact

EU-28 (multiple countries): CAP/EAFRD forestry Medium Medium Low Medium High
measures 2014-2022

EU-27 (multiple countries): CAP/EAFRD forestry Medium Medium Low Medium High
interventions 2023-2027

Finland: METKA State Aid for forestry 2023-2029 Medium Medium Low Medium High
Sweden: RDP forestry measures 2011-2020 Medium Medium Medium Medium Low

Environmentally friendly

Belgium, Wallonia: Forét.Nature knowledge-based High High High High Low
support to continuous cover forestry

France: Sylv'ACCTES collaborative model for High High High High Low
climate adapted forests

Finland: METSO forest biodiversity programme High High High High Low
Germany: KAWM+ climate adapted forest High High High High Low

management and forest biodiversity
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Source: adapted from Sotirov, 2025
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term commitments of 10 to 20 years. However, they perform
low on external durability and budget, as their funding is not
secured over the long term and remains small compared with
the far larger budgets of environmentally-harmful and mixed
impact schemes.

The challenges and paradoxes of public
funding for forests in Europe

Beyond these patterns and examples, available knowledge high-
lights further funding challenges and contradictions in Europe.
While some subsidies are clearly harmful and others clearly
supportive of biodiversity, many countries struggle to align their
funding with their stated environmental goals.

A key paradox is that large sums of money—especially under the
CAP—are available for ecological forestry, yet these funds are of-
ten underused. Many forest owners and EU Member States cite
complex application procedures, high administrative costs and
unclear funding rules as barriers (Geitzenauer et al., 2017; Weiss
et al., 2017; Sarvasova et al., 2019). Due to structural inequities,
small-scale forest owners (<20 ha) receive only a small fraction
of subsidies, while medium-scale (20-200 ha) and large-scale
owners (>200 ha) benefit disproportionately (Haeler et al., 2023;
Quiroga et al., 2019).

The EU and national funding challenges and paradoxes can be
explained by cross-sectoral policy incoherence and political
struggles over decision-making authority (Sotirov et al., 2021).
Ambitious environmental regulations under EU biodiversity and
climate policy often lack sufficient financial backing, while agri-
cultural, rural development and bioenergy policies provide sub-
stantial funding but impose weaker environmental requirements.
This policy incoherence is caused by contradicting policy values,
conflicts of interest and power struggles among the forestry,
agriculture, bioenergy and conservation sectors across the EU
and at national levels (Winkel and Sotirov, 2016; Weiss et al.,
2017; Sotirov, 2025).

Indirect environmentally-harmful
subsidies through regulatory competition
in Europe

In addition to direct EU and national public funding, indirect envi-
ronmentally-harmful subsidies arise from regulatory competition
and uneven national legal frameworks—a ‘race to the bottom’
versus a ‘race to the top’ (Winkel and Sotirov, 2016; Sotirov et
al., 2025; Roux et al., 2025). Countries that allow widespread
clearcutting with few restrictions (such as Denmark, France,
parts of Germany, Finland, Ireland, Portugal, Spain, Sweden),
or allow it with varying thresholds (such as Czech Republic, Es-
tonia, Latvia, Lithuania, Poland) create market advantages for
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intensive forestry. National forest laws in most of these coun-
tries also oblige owners to quickly reforest after clearcutting or
climate-related disturbances, typically through artificial planting
of even-aged monocultures, often with non-adapted coniferous
species (Sotirov et al., 2025).

This matters because harvesting costs strongly depend on ef-
ficiency. Large clearcuts reduce costs: machines can operate
continuously without damaging standing trees, operations are
simpler (delimbing, stacking), and transport distances are short-
er (Hartley and Han, 2007, Laitila et al., 2016). By contrast, small-
scale or selective harvesting is more complex and costly (Renzie
et al., 2008; Mizuniwa et al., 2016; Pukkala, 2016).

As a result, lax clearcutting regulations effectively act as indirect
subsidies, lowering harvesting costs for conventional rotational
forestry by 20 to 50 percent compared with selective logging
under close-to-nature forest management, and in some cases by
more than 100 percent (Damon and Han, 2007). Expert assess-
ments estimate clearcutting costs at EUR 8—10/m? in Sweden,
EUR 11-18/m? in France and EUR 7-8/m? in Poland—up to half
the cost of selective harvesting systems (Sotirov et al., 2022). As
long as clearcutting remains legal, these regulatory advantages
function as a substantial hidden subsidy for intensive forestry
(Sotirov, 2025).

The forest degradation gap in Europe

The forest area of the European Union (EU-27) has remained
stable or even grown slightly in recent decades (FAO-FRA, 2020).
This outcome is partly supported by the abovementioned na-
tional legal requirements for reforestation after clearfelling for
timber production and salvage logging after disturbance events.
At the same time, Europe’s stable forest cover has been offset
by high imports of forest-risk commodities such as palm oil, soy,
beef and wood, which shift deforestation and forest degrada-
tion pressures to the Global South (Sotirov et al., 2021; see also
Chapter 3, Chapter 6).

Nevertheless, forest degradation within Europe is a persistent
concern, particularly regarding biodiversity loss and reduced cli-
mate mitigation potential. Most European forests (70 to 80 per-
cent) are managed intensively for timber and bioenergy with the
support of direct and indirect subsidies. These practices involve
clearcutting, shelterwood harvesting, removal of deadwood and
old-growth forests, as well as planting monocultures that are
vulnerable to pests, disease and climate change. Nature-based
or biodiversity-friendly approaches, including close-to-nature
forestry and effective nature conservation in Natura 2000 forest
sites, remain limited (Sotirov, 2025).

The resulting negative impacts include a reduction of EU forests’
carbon sequestration capacity by over 20 percent (Searchinger
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et al., 2018), an increase in tree cover openings on 70 percent
of all EU forests (Ceccherrini et al., 2020, 2021; Seidl and Senf,
2023) and conservation status decline of 80 percent of forest
ecosystems, habitats and species legally protected under the
EU Nature Directives (EEA, 2020; Maes et al., 2020; EEA, 2023;
Patacca et al., 2023).

The forest gap in the EU’s climate policy
commitments

Despite the abovementioned forest degradation gap, the EU’s
climate target commitments under its updated Nationally Deter-
mined Contribution include, paradoxically, a significant role for
forests as regards land-use-related emissions and removals (EC,
2023). The EU's climate pledge is based on ambitious emissions
reduction targets, such as (i) a net domestic reduction of at least
55 percent in GHG emissions by 2030 compared with 1990;
and (ii) net-zero by 2050. However, the EU’s Land Use, Land
Use Change and Forestry (LULUCF) Regulation and Renewable
Energy Directive (RED) send out contradicting policy signals:
increased forest sinks in standing and old-growth forests vs. in-
creased forest biomass use for carbon pools in harvested wood
products and substitution of fossil energy through renewable
wood energy (EC, 2023).

Although the LULUCF Regulation treats timber harvesting inten-
sity as a key element of sustainable management, most Member
States plan to increase their harvest levels for 2021-2025 by
about 16 percent compared with the 2000-2009 reference peri-
od. As aresult, the EU's forest carbon sink is expected to shrink
by 18 percent compared with the 2000-2009 baseline (Korosuo
etal., 2021; EEA 2019).

By 2021, the EU’s net forest carbon sink was about one-third
smaller than in 2005. This decline is mostly due to slower forest
growth, more damage from climate change-related events such
as storms, pests and fires, and rising demand for wood and
biomass. On average, forests absorbed 6 million tonnes less
carbon each year between 2005 and 2022. To meet the EU’s
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legally binding climate target for 2030—removing 310 million
tonnes of carbon each year—this trend must be reversed. That
means forests will need to capture about 8 million tonnes more
carbon annually between 2023 and 2030 to stay on track for the
EU’s 2050 climate neutrality goal (ESABCC, 2024).

Conclusion

Public subsidies are a powerful policy instrument shaping Eu-
rope’s forests, but their impacts are highly uneven. On the one
hand, billions of euros each year still support intensive forestry
practices such as clearcutting, monoculture plantations and bio-
mass for energy—activities that harm biodiversity and weaken
climate resilience. These schemes often score poorly on effec-
tiveness and conditionality, but persist due to political stability
and long-term budgets. On the other hand, several innovative
subsidy programmes in countries such as Belgium, France, Fin-
land and Germany demonstrate how public funding can actively
promote conservation, close-to-nature forestry and long-term
ecological commitments. However, these positive schemes
remain underfunded compared with the scale of harmful sub-
sidies.

Mixed subsidy programmes add to the complexity, funding both
conventional and biodiversity-oriented practices but often tip-
ping the balance towards business-as-usual forestry. Cross-sec-
toral policy incoherence further undermines progress: agricul-
tural, bioenergy and forestry interests continue to outweigh
environmental goals. Indirect subsidies through permissive
regulations, particularly for clearcutting, further lower costs for
intensive forestry.

As aresult, forest degradation persists in Europe, with declining
carbon sinks, increased biodiversity loss and reduced climate
mitigation capacity. Meeting EU climate and biodiversity goals
will require a fundamental shift: phasing out harmful subsidies,
scaling up ecosystem-based investments and aligning all fund-
ing streams with long-term sustainability.
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Trade policy reform for forest
protection and food sovereignty

Climate-smart village,
Isabela, Philippines

+ Effective policy interventions
to slow or halt deforestation
and forest degradation must
be based on a clear, nuanced,
context-specific and current
understanding of the
characteristics and drivers
of commodity trade. Food
sovereignty and ecosystem
protection are mutually
supportive goals; support
and commitment to both
will point to better pathways
forward.
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The deregulation of trade
and investment law have
contributed to the creation
of highly concentrated
agricultural commodity
value chains. This pattern
sees the greater share of
the benefits of commodity
production accruing to
private, mostly foreign firms
while governments have to
find the resources to pay for
the fallout from a sector that
externalizes environmental
costs and exploits farmers
and food system workers.
These costs include
deforestation and, ironically,
producers living in poor and,

too often, hungry households.

* International trade
relationships reinforce
the policy advantage that
commodity value chains
have over food producers
and food markets, despite
the fundamental importance
of food security to a state’s
well-being. Trade agreements
attract investors and redirect
public attention and public
spending away from local
markets and local food
production. The failure to
see corporate interests
and behaviour clearly has
resulted in many unkept
promises, thwarted policies
and continued forest
devastation.

« International commodity
markets are rooted in
a colonial history of
exploitation of Global
South countries for Global
North consumption that
still shapes assumptions
about where and how the
Global South should obtain
capital and what their
development pathway looks
like. These assumptions
undermine efforts to build
economic development
along alternative pathways
that focus on Indigenous
knowledge, domestic needs
and preferences, and use
ecological principles to
guide land use and forest
management.

KEY MESSAGES

INTERNATIONAL CENTER FOR TROPICAL AGRICULTURE
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Agricultural commodity production is the leading driver of forest
loss globally (Donald, 2004; Maeda et al., 2021; Pendrill et al.,
2022). While it took climate scientists a long time (and most
governments even longer) to focus on agriculture in their climate
assessments, the size and importance of agriculture’s contribu-
tions to global greenhouse gases is now well established (Smith
et al., 2007). Agriculture’s contribution to global GHG emissions
is especially important as a source of methane and nitrous ox-
ide. Large parts of agriculture are also fossil-fuel intensive, and
agriculture is also the biggest driver of climate polluting land-use
change, including deforestation. Twenty-six percent of global
tree cover loss in the period 2001-2015 is attributed to an ex-
pansion in the production of seven agricultural commodities
(cattle, oil palm, soy, cocoa, rubber, coffee and plantation wood
fibre (Dow Goldman et al., 2020). At the same time, agriculture
is one of the economic activities most hurt by climate change
and biodiversity loss (Dudley and Alexander, 2017).

Today, international trade is a central force driving deforestation.
To change this, governments cannot focus only on commodity
trade; they must also disentangle their food sovereignty from
agricultural commodity production and rebuild trade policies
on a foundation that protects food sovereignty, the right to food
and the environment. Trade is fundamentally about relation-
ships—both between buyers and sellers and among the coun-
tries that decide the rules of those exchanges. Effective trade
relationships need clear rules, legitimacy and mutual respect.
At the same time, if governments are to achieve effective and
lasting protection for forests, their policies need to be aligned
on all levels of governance: from local to multilateral, including
trade rules. This concertation of governance norms would ideally
rest on food sovereignty as a moral and political imperative and
would protect the multiple roles of agriculture and of forests
in protecting ecological objectives, including biodiversity and
limiting GHG emissions, as well as honouring the fundamental
human imperative to survive and thrive economically.

This chapter addresses one dimension of the complex challenge
of forest governance: agricultural commodity trade. Presenting
an analysis of the history and core principles of international
trade rules, the chapter considers the role that agricultural trade
rules play in deforestation, and how those rules have encouraged
and shaped the relentless expansion of commodity production
and exchange in global value chains over the past 30 years.
This analysis demonstrates that effective policy interventions
to slow or halt deforestation must be based on a clear, nuanced,
context-specific and current understanding of the characteris-
tics and drivers of commodity trade. To effect better policies,

advocates need to look more widely at the problems agricul-
ture presents for land use and deforestation, and to distinguish
between food security and commodity export systems.” Geo-
graphical differences among those who grow commodities on
deforested land and their different motivations and constraints
are important. Concentrated international commodity markets
have changed in the context of trade deregulation. This recent
history, layered on top of colonial-era commodity trade, shapes
contemporary assumptions about where and how the Glob-
al South should obtain capital, and devalues ecosystems and
natural resources, with far-reaching implications for land use
and forest management. The chapter explains that focusing on
international trade, which is dominated by highly concentrated
traders, as the principal lever to realize system-level change in
agricultural commodity systems is too narrow, before concluding
with proposed pathways to better outcomes.

7.1 Agricultural
commodity trade

Industrial agricultural production relies on specialized systems
and globalized value chains. Global value chains have emerged
alongside the trade and investment agreements of the last three
decades. Those agreements greatly reduced legal and policy
barriers to foreign investment and pushed trade law premised on
non-discrimination between foreign and domestic firms (Plant,
2010). A crucial pillar of this neoliberal economic model was the
establishment of the World Trade Organization (WTO) in 1995,
at the conclusion of the Uruguay Round of trade negotiations.
One of the agreements from that round was the Agreement on
Agriculture (AoA). The trade agreements of this era both codi-
fied changes already evident in the production and distribution
systems operated by multinational corporations (FAO, 2006)
and served as an impetus to deepen deregulation and economic
liberalization (Hawkes and Plahe, 2013). The WTO Agreements
resulted in the lowering of market access barriers, including tar-
iffs and import quotas, and a tightening of the rules that governed
standard-setting to reduce non-tariff barriers to trade. The dereg-
ulation of trade and investment law, combined with technical in-
novations in communications and transport logistics, contributed
to conditions for the proliferation of global value chains (OECD,
2017b). This proliferation has been both extensive and rapid,
with agricultural commodities being traded in agrifood value
chains that have evolved to be both concentrated in ownership
and diversified in terms of trade pathways (including re-export
of semi-processed goods) and products (food, fibre, finance and

1 The term ‘food security’ is used throughout this chapter to refer to the specific global governance discourse around trade and agriculture that is focused on ensuring the universal
availability of sufficient, nutritious and culturally appropriate food. This is a narrower idea than the concept of food sovereignty, which, crucially, includes a political dimension of deci-
sion-making and choice that cannot be assumed to be part of the food security discussion (though it can be included).
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services) (Isakson, 2014; OECD, 2020). The extent of agrifood
value chain growth and expansion is such that it is referred to as
a revolution’ that has fundamentally transformed food systems
and cultures on multiple dimensions, albeit unequally across
different geographies (Barrett et al., 2019; FAOQ, 2024).

Global value chains erase points of origin. Inherent in the idea
of a commodity is the quality of being undifferentiated by place;
a commodity is something that is sufficiently homogenous that
the source does not matter. For example, a commodity retains
no physical evidence of whether it was produced on recently
deforested land. There has been an effort to counteract this
erasure of origin through transparency and various commodity
tracing and provenance initiatives. However, it is an uphill strug-
gle to make place and processing methods count in a trade
world still governed by WTO rules and principles. Commodities
can be traded on futures markets anywhere in the world, bought
and sold by contract without taking physical possession of the
goods. (Indeed, they can be traded on futures markets before
they are even produced.) The invisibility of agricultural com-
modity systems makes it easier for companies to erase their
environmental and social effects, and to deny their responsibility
to clean up their value chains. This erasure of place has also
contributed to the conditions that enable deeper concentration
of economic power in food systems (Howard, 2021).

International trade relationships
reinforce the policy advantage
that commodity value chains have
over food producers and food
markets, despite the fundamental
importance of food security to

a state’s well-being.
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The power of global commodity traders in global value chains
is neither new nor unnoticed, yet it remains an underexplored
topic in forest policy (Dallas et al., 2019; Ponte et al., 2019). For
30 years, leading environmental organizations and philanthro-
pists have invested in attempts to make traders use their power
for good through voluntary efforts, such as sustainable com-
modity roundtables. Over time, recognizing the overall failure to
halt or even slow deforestation trends through voluntary efforts,
initiatives to reduce GHG emissions and other pollution have
increasingly looked to binding regulation, such as requirements
on companies to certify that the commodities they process and
trade are not grown on deforested land. However, the implica-
tions of trading companies’ power go beyond their (as yet largely
unrealized) potential to be better global citizens by using their
buying power to conform to higher labour and environmental
standards. Their power also determines whether and how nation-
al economies benefit from the presence of transnational traders
within their borders. The exploitative conditions in which many
commodity growers work reflects their relative powerlessness
in the market. Value chain economics undermine local efforts
to improve sustainability by creating distance between affected
communities and corporate decision-makers. They erode food
security by generating competition for land and water, creating
incentives that undermine ambitious forest protection. The power
of commodity traders also reaches into the sphere of gover-
nance, with political outcomes reflecting corporations’ financial
interests (Clapp, 2025; Murphy, 2008; UNEP, 2025).

7.2 Trade theory and
globalization—implications
for forests and food

Trade agreements establish rules for trade. They set tariffs
(border taxes), typically setting a maximum, called a tariff ceil-
ing, and sometimes agreeing a band that sets a tariff floor as
well. Trade agreements govern administrative protocols at the
border (for example, how a quota should be allocated among
importers), determine how standards for product quality and
safety should be set, and they often also put in place adjudica-
tion mechanisms to be called on if there are conflicts between
trading partners. Trade agreements may also set rules on how
foreign companies will be treated in domestic markets. Trade
rules matter. Although not all trade happens under their aegis,
they shape investment decisions, domestic legislation and de-
cisions about what to produce, how to produce, and where and
how to add value to commodities.

The WTO agreements launched a period of rapid deepening of
economic globalization, facilitated by the technological devel-
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Farmers showing
their indigenous
seeds, Ghana

opments linked to communications, information and transport.
World Trade Organization agreements shape the economy of
almost every country of the world. The WTO today has 164
members, covering an estimated 98 percent of global trade
(WTO, 2025).

The WTO trade agreements incorporate the neoliberal econom-
ic assumptions that had already been adopted by the Bretton
Woods Institutions in structural adjustment programmes (Plant,
2010). The agreements reflect a belief in the economic idea
that increased trade, governed by predictable and transparent
rules, is universally welfare-enhancing. Structural adjustment
programmes dictated that countries should move away from
using international trade as a residual market for their agricultur-
al commodities. Under that approach, governments used trade
at the margin: stabilizing domestic food prices by exporting if
there was a surplus and importing only if harvests were poor.
Instead, the economics of structural adjustment dictated re-
ducing the role of the state in markets, leaving markets—open
to international competition—to set prices according to supply
and demand.

Many Global South countries were already integrated into inter-
national markets by the early 1990s and were active negotiators

GLOBAL JUSTICE NOW

in the Agreement on Agriculture, as well as founding members
of the WTO (Cornia and Stewart, 2014). Financial dependence
on the export of primary commodities was part of their colonial
legacy. The post-World War Il integration into global markets
was highly unequal; the operating capital, commodity-process-
ing capacity and much of the final consumption was located
in richer countries, and Global South countries struggled to be
paid fairly for their production. The UN Conference on Trade and
Development was first convened with an agenda to address
this inequality. Initiatives to reform trade relationships, such as
the New International Economic Order, were also developed at
this time.2 However, the NIEO failed to take hold (Kozul-Wright,
2025). Sixty years later, UNCTAD still has much to say concern-
ing North-South inequality in commodity markets; inequality
persists, and has even deepened.

The free trade theory has many critics, including Dani Rodrik and
Ha Joon Chang (Chang, 2011; Rodrik, 2001). Free trade has also
been challenged by the proponents of ‘complexity economics,
who instead of assuming a single point of equilibrium between
supply and demand use models that assume economies are in
constant flux, generating a wide range of potential equilibrium
points at any given time. This approach likens economies to

2 NIEO sought to restructure global trade rules and achieve economic equality for the Global South through interdependence and post-colonial trade relationships

(Hudson, 2005; McFarland, 2015).
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‘ecologies’ that are continuously adapting and evolving (Arthur,
2013; Gunderson and Holling, 2002). Complexity models offer
the possibility of different indicators than GDP to assess how
well a system works, including long-term sustainability (such as
biodiversity and forest protection), providing promising avenues
on which to build economies that respect planetary boundaries.

The range and extent of disagreements among theoretical
economists is seldom evident in the trade policy advice given
to Global South governments through the capacity building ini-
tiatives funded by donor governments and the advice given by
the International Financial Institutions. The advice given to (and
conditionalities imposed on) Global South decision-makers did
not reflect the values or assumptions of ecological or feminist
economics, or even those of critical classical economists, such
as Dani Rodrik. Had the advice been more pragmatic, and un-
derstood the ecological necessity of natural resources for any
economic activity to thrive, we could expect the pace and extent
of the Global South’s integration into late 20th century global
value chains would have been far more modest.

Another dimension of this long history of unequal commodity
trade is the concentrated market power among input suppliers,
traders, commodity processors and retailers that suppresses
commodity prices at the farmgate (and farm worker wages).
After independence, many Global South governments inherited
or created state-led commodity corporations. Most were divest-
ed under structural adjustment programmes. However, private
transnational firms were quick to replace the state entities, leav-
ing commodity sectors largely uncompetitive (with one or a few
firms controlling important dimensions of the market). These
transnational firms evade taxes, lobby to shape domestic policy
to their advantage, are active in price-destabilizing speculation
on commodity futures markets and continue to consolidate both
horizontally and vertically (Clapp, 2025; IPES Food, 2023).

This pattern sees the greater share of the benefits of commod-
ity production accruing to private, mostly foreign firms, while
governments have to find the resources to pay for the fallout
from a sector that externalizes environmental costs and ex-
ploits farmers and food system workers. The costs include
deforestation and, ironically, producers living in poor and, too
often, hungry households.

7.3 Global trade rules

The General Agreement on Tariffs and Trade (GATT), precur-
sor to the WTO, subsumed agriculture in the larger category of
goods. In the 1950s, first the United States and then the Euro-
pean Economic Community (precursor to the European Union)
demanded an exemption for their agriculture sectors, arguing
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that agriculture was too sensitive to be treated like other goods.
Both the US government and the European Commission intro-
duced agricultural programmes that were contrary to GATT prin-
ciples. These programmes set floor prices, restricted imports
and eventually came to rely heavily on export subsidies as well.
The programmes worked to the detriment of exporters that did
not subsidize their farmers (including Australia, Argentina, Brazil
and Canada) and the domestic producers of many developing
countries, whose domestic markets came to be heavily distorted
by the dumping of imported commodities such as wheat from
the United States or Europe. The GATT exemptions excluded
agriculture from international trade regulation for decades.

The WTO AoA ended this exemption by giving the sector its
own particular trade rules. The fact that agriculture has its own
agreement at the WTO is a tacit acknowledgement at the heart
of the international trade system that agriculture is not like other
goods. In other words, agriculture is special. This implicit recog-
nition matters in the politics of agriculture and trade because it
is an acknowledgement that governments face distinct econom-
ic and political pressures with regard to agriculture (not least,
their obligation to protect and promote the universal human
right to food).

The WTO AoA is also unique as the only trade agreement that
regulates domestic spending on agriculture. Domestic support
includes subsidies but also other forms of government inter-
vention in markets that are assessed as trade-distorting. The
creation of trade disciplines on domestic agricultural spending
was fiercely opposed by farmers around the world, from Japan
to India and from Europe to the United States. Farmers felt aban-
doned by their governments in the negotiated outcome, which
outlawed price floors and other mechanisms that had offered
farmers some protection in their already highly concentrated
markets. The AoA is structured around three issues: market
access (perhaps the most common subject of trade rules), do-
mestic support and export subsidies. State trading is explicitly
disciplined, but there is no mention of the need to constrain
restrictive business practices exercised by the private sector
(Dommen et al., 2025). The use of agricultural export subsidies
was supposed to be phased out by 2000, but in the end this
objective took until the WTO’s 10th Ministerial Conference, in
2015, to achieve.

The AoA included a list of provisions for further amendment,
including deeper cuts to tariffs and domestic spending. But
those negotiations have failed, with the exception of the im-
position of a firm end date on the use of export subsidies. The
agreement also mentions food security, but only as a ‘non-trade’
issue. Interpretation of WTO rules by dispute panel lawyers has
confirmed that environmental and social concerns, such as food
security and deforestation, are secondary to the requirement
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that agricultural policies be “least trade restrictive” (Musselli,
2024). Accusations of disguised trade protectionism are readily
invoked by trade partners, chilling attempts by governments to
limit their dependence on imports or to deal with market distor-
tions and social objectives not covered by the AoA rules. For
example, proposals intended to protect domestic producers in
developing countries from import dumping through a Special
Safeguard Mechanism and a list of Special Products that could
be protected with higher tariffs have both failed to pass. The
narrow reading of the WTO rules combined with the failure of
new negotiations has made the WTO a rigid rather than adaptive
institution.

One of the biggest disappointments of the Agreement on Agri-
culture, especially for the Global South, was its failure to rein in
spending on domestic support, particularly commodity-specific
subsidies in the European Union and the United States. Over
time, instead of seeing a fall in domestic support to maintain
or increase production, new big-spenders have joined the EU
and the United States—most notably, China, India and Indo-
nesia. This perverse outcome of attempts to limit domestic
spending on agricultural support through trade rules has fu-
elled decades of mistrust and failed negotiations (Greenville,
2017). Efforts focused on subsidy reform as the pathway to
leveraging change in commaodity production and markets (and
to curb the resulting environmental damage) should thorough-
ly understand this history. A confused mix of truth and myth
generates a narrative of rich developed country farmers who
compete solely on the basis of deep funding from national
treasuries. This narrative hides the active role of transnational
agribusiness in shaping public spending on agriculture. These
companies are important beneficiaries of public subsidies,
both as purveyors of seeds, farm equipment, fertilizer and pes-
ticides, and as buyers of commodities for processing whose
prices hover below the cost of production (Murphy and Han-
sen-Kuhn, 2020).

The AoA also failed to address food security adequately. Even
within the narrow definition of food security common in trade
circles (see footnote 2), the agreement defines food security
as a “non-trade concern” for governments to address without
using trade measures. This ignores the important role that trade
plays in the food supply of most low-income countries, and the
vulnerability of those countries to the whims of global grain trad-
ers and the few countries that dominate exports. It also ignores
the central importance of protecting a resilient domestic food
system to protect people’s well-being and sovereignty.

The history, structure and characteristics of the international ag-
ricultural trade systems described above created the conditions
for the high levels of value chain concentration that characterize
global food systems.
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7.4 Value chain concentration

Agricultural commodity trade is dominated by a few firms. The
concentration of power in commodity trading is a trend across
most commodities, with firms speculating in physical commod-
ity trading as well as engaging in financial trading based on agri-
cultural commodities (Isakson, 2014). For example, three firms
dominate global cocoa purchase and processing: Barry Calle-
baut, Cargill and Olam (Brack, 2019). Four control soy: Archer
Daniels Midland, Bunge, Cargill and Luis Dreyfus (Murphy et al.,
2012). Meanwhile, JBS, a Brazilian-owned cattle business that
operates in 17 countries, is said to control 25 percent of global
beef and beef by-product sales (Winders and Ransom, 2019).
These commodities are all in value chains that are responsible
for a significant percentage of global deforestation (Pendrill et
al., 2019). High levels of concentration in the agriculture sector
undermine the assumptions of market functioning on which
development economics rests, enabling both the exploitation of
producers and an unfair distribution of costs and benefits from
commodity production and trade.

Early in the 2000s, several international environmental organiza-
tions began to promote the idea that pressure on the (relatively
few) corporations that dominated any given commodity value
chain was the critical lever that could shift agricultural produc-
tion systems to be less polluting. Jason Clay, a Vice President at
World Wildlife Fund, set out the premise by demonstrating that
a handful of commodities, each in a value chain dominated by
a handful of firms (each often sourced from just a handful of
countries), were responsible for an overwhelmingly share of the
(significant) environmental harms associated with agricultural
production (Clay, 2013). Clay’s argument was that governments
(and civil society organizations) should focus their policy ef-
forts on persuading the corporations responsible to clean up
their businesses.

The resulting 15 years of initiatives have included the Consumer
Goods Forum, an industry association of supply-chain compa-
nies (traders and consumer-facing brands and retailers), who
agreed to work with its members toward ‘deforestation-free’
supply chains by 2020. In 2014, almost 40 governments and
more than 55 of the world’s biggest companies signed the New
York Declaration on Forests, committing to eliminate deforesta-
tion from the production of agricultural commodities by no later
than 2020. A series of commodity roundtables was established,
bringing together value chain stakeholders to discuss voluntary
standards to reduce pollution. They involved banks, processing
firms, traders and civil society organizations. The Roundtable
for Responsible Palm Qil and the Roundtable for Responsible
Soy were two prominent instances of these efforts, focused on
two agricultural commodities whose production has had huge
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Agricultural market,
Nicaragua

negative effects on forest ecosystems. Yet these initiatives and
roundtables have not produced the outcomes needed to effec-
tively protect forests. They depend on the goodwill of the very
actors responsible for driving deforestation and on mobilizing
their money for forest protection. They relegate governments to
the same level as the companies, or arguably even to a position
of lesser power, presuming that it is the might of capital rath-
er than the will of the people in a political process that should
drive change. Not surprisingly, assessments suggest that the
initiatives lack effective standards, enforceability mechanisms,
credibility (especially with producers) and leadership (Cramb and
McCarthy, 2016; Schouten et al., 2012).

Political economist Jennifer Clapp proposes a three-part frame-
work to understand the spheres where concentrated firms ex-
ercise their power: shaping markets; shaping technology and
innovation agendas; and shaping policy and governance frame-
works (Clapp, 2025). The concentration of power in commodity
markets is evident in multiple dimensions of agricultural value
chains, from shaping domestic production, to influencing trade
policy, to creating vertical and horizontal corporate integration
throughout the value chain (Clapp, 2025). This system has
far-reaching implications, with path dependencies in political,
cultural and economic spheres.
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There have been efforts to establish trade governance frame-
works that address some of the social and environmental im-
pacts of agricultural production directly. The European Union
Deforestation Regulation is one of the most recent and most
prominent, although its implementation remains in question.
The regulation proposes to make production conditions a deter-
minant of whether trade is permitted. The idea of some kind of
floor on what can be traded is longstanding: for example, govern-
ment bans on products produced under slavery and indentured
labour date back to the early days of the International Labour
Organization. Nevertheless, it has been frustratingly difficult to
obtain agreement on bolder measures to raise the bar on trade
standards, not least because of the deep inequalities and mis-
trust that exist between the Global North and the Global South
on trade (Murphy, 2015). The EUDR represents a shift away from
trying to get governments in producer countries to implement
laws to focus instead on requiring importing companies to effect
change. Rather than the voluntary approach of the sustainability
roundtables, the EUDR proposes to impose new restrictions on
what companies can sell in Europe. This puts the onus where it
belongs, and with some enforcement power: if the regulation can
be finally brought into effect, it would signal an end to 20 years
of failed voluntary dialogues with a decisive move towards hard
law. (It should be noted that EUDR implementation received a
further setback in September 2025 with the announcement of
another year of delay.)

Even were it to be implemented, the EUDR remains problematic
in having no mechanism to hear from producers. Additional
measures could help to ensure that forest communities and
commodity farmers have a mechanism for their concerns to be
heard. Making the companies the central focus of the legislation
need not come at the expense of also protecting accountability
in its implementation.

There are many challenges to linking trade and forest strategies
effectively and fairly. They include the undifferentiated nature
of commodities, making it expensive to establish a ‘chain of
command’ in terms of origin. No one in the value chain wants to
bear this cost. Second, both companies and governments need
to cooperate for the regulation to work, yet their interests and
capacities diverge. Third, existing trade rules, in particular the
WTO Agreement on Agriculture, constrain the possible range of
instruments that might be used. The WTO rules favour reducing
government interventions to increase trade, effectively limiting
the scope for protection. Yet healthy forests, food security and
sustainable farming systems all need protection to thrive; they
are not ‘natural’ outcomes of free markets. Fourth, the misman-
agement of food security in the AoA is a major challenge, creat-
ing significant divides across the membership on an issue that
ostensibly should be a chance to unite with common purpose
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in the protection of the right to food. Fifth, multinational com-
modity corporations have remained singularly unwilling to take
responsibility for the ‘externalities’ of their businesses, beyond
voluntarily raising (some) standards with regard to food safety.
This confirms the limited impact of consumer-facing attempts to
shame companies into stronger compliance with environmental
laws (IPES Food, 2024).

7.5 Food, commodities
and the forest

Agriculture has two distinct faces. The first is turned towards
provisioning and food. People have cultivated landscapes for
food as a subsistence and a livelihood strategy for millennia, ac-
cumulating deep cultural, biological and geographical knowledge
in the process. The second face is a product of modernity and
the emergence of mechanized agriculture several centuries ago,
which spurred an industrial revolution and, coupled with colonial-
ism, eventually resulted in significant quantities of internationally
traded commodities, including wheat, coffee, cocoa, rubber, etc.
The commaodification of agriculture contributed to the creation
of a class of commodity traders and economies built on the
wealth to be had not just from the sale of small amounts of
expensive goods from faraway places, such as spices and pre-
cious gemstones, but on bulk sales of low-cost commodities,
such as wheat and sugar to provide large numbers of people
with the calories they need to survive, and industry with inputs
such as rubber and cotton (Cooper, 2002; Cronon, 1991).

The two dimensions of agriculture are not equal. International
trade relationships reinforce the policy advantage that commod-
ity value chains have over food producers and food markets,
despite the fundamental importance of food security to a state’s
well-being. Trade agreements attract investors and redirect pub-
lic attention and public spending away from local markets and
local food production. It is not uncommon to find domestic in-
dustries spun off from the export sector—for example, serving
domestic demand for the product grown for export that never
makes it out of the country for some reason (for example, failing
to meet quality standards). But the focus of the investment and
supporting policies build soft and hard infrastructure that moves
the product from where it is grown to the ports, often bypassing
local population centres.

There are no international markets for many foods; among food
staples, wheat and maize are heavily traded, but the international
rice market is less than 10 percent of production, while for other
staples, such as millets and cassava, there is no international
market to speak of (though some production does cross interna-
tional borders). A large share of international trade in grains and
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oilseeds is for animal feed. Markets distribute goods according
to relative purchasing power. This limits access to food for those
who live in poverty, a problem exacerbated by high and rising lev-
els of economic inequality (Fuentes-Nieva and Galasso, 2014).

Not only does the production of agricultural commodities for
industry contribute to deforestation, but forests are especially
important for food security. Forests sustain the lives and live-
lihoods of an estimated 1 billion to 1.7 billion people, who are
considered ‘forest-dependent’ (HLPE, 2017). In addition, there
are vast economic networks rooted in these forest-dependent
livelihoods. The 2017 Report of the High Level Panel of Experts
of the Committee on World Food Security Sustainable Forestry
for Food Security and Nutrition states that, while data inade-
quately reflect the complex and essential value of forests “In
2011, the formal forest sector employed an estimated 13.2 mil-
lion people worldwide and represented 0.9 percent of the world
gross domestic product” (HLPE, 2017).

The crucial role of forests in climate stabilization makes them
important to all economic activity, including the stability of other
systems on which food production depends (such as the hydro-
logic cycle). While at first glance, the contribution of forests to
total global calorie consumption is relatively modest, experts
consider that the published data are an undercount, given the
challenges in accounting for informal food exchange and wild
foods within Indigenous communities and subsidence econo-
mies (HLPE, 2017).

At UNFCCC COP28, held in 2023 in Dubai, governments adopted
a declaration on sustainable agriculture, resilient food systems
and climate change (UNFCCC, 2023b). The previous year, at
COP27 in Egypt, governments adopted the Sharm el-Sheikh
joint work on implementation of climate action on agriculture
and food security (UNFCCC, 2025). These declarations and pro-
grammes include some language on food systems and even
small-scale producers, but they are silent on the ways that indus-
trial agriculture contributes to total GHG emissions and the ur-
gency of regulating the most destructive aspects of commodity
production. The problem is especially acute with regard to con-
centrated animal agriculture and the associated feed industry.
Instead, agro-industries often seek to exempt the agriculture
sector from climate commitments, and to invoke food security
as the reason (GRAIN and IATP, 2018). Yet fundamentally, as a
sector dependent on freshwater and favourable weather, agricul-
ture is one of the sectors most vulnerable to climate change and
most urgently in need of much faster and much more effective
climate action from governments and companies alike.

The problems with food systems are well documented. Food
insecurity has been rising since 2014 and deteriorated signifi-
cantly during the COVID-19 pandemic (Ickowitz et al., 2022; SOFI,
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2025). A disturbing amount of agricultural production continues
to be lost due to waste (especially in more affluent countries, as
well as inadequate storage and distribution systems). (HLPE,
2014). Markets do a poor job of pricing environmental and so-
cial costs and benefits. The two faces of agriculture—local food
provisioning and global commodity markets—compete for the
same agricultural lands and resources, and on very unequal
terms. Commodity markets have the support of the global trade
systems, leaving local food systems unprotected and vulnerable.

7.6 Pathways—possibilities
and considerations

Given the destructive impact of agricultural commodities on
forests, it matters that trade rules have failed to create or protect
competition to do better. The attempt to use voluntary stan-
dards to change the behaviour of commodity corporations has
largely failed; not only have these initiatives not slowed defor-
estation, they have also deepened public scepticism that com-
panies are sincere in their promises to improve. It is undeniable
that the challenges of seeking to align forest protection with
Indigenous Peoples' rights, food security and national economic
development ambitions are formidable. Right at the heart of
these challenges is the unfitness of commonly used measures
of success: indicators such as GDP, for example, which counts
labour as a cost and environmental harms as an externality. In
fact, the protection of natural capital, the imperative of GHG mit-
igation and the protection of social goods and services all count
as costs in our economies. Trade restrictions that could raise
quality standards in domestic markets are too often forbidden
because they undermine principles such as ‘national treatment’
and ‘least-trade restrictive’. Meanwhile, development economists
continue to view agriculture, in particular peasant agriculture, as
a backward, low-value sector that is labour-intensive and insuffi-
ciently productive. The contributions of small-scale producers to
a range of ecological and social system services are not valued
and remain invisible as a result.

Where does that leave us? The problems outlined in this chapter
will not be resolved by small tweaks to the WTO Agreement on
Agriculture. The world needs trade rules that centre food sov-
ereignty, and high integrity ecosystems. Several initiatives are
underway to rewrite global trade rules for agriculture. One comes
from La Via Campesina, a global movement of peasant organi-
zations that has campaigned since 1999 under the slogan: WTO
out of agriculture. Today its members have developed a new
framework proposal for agricultural trade that reclaims their right
to be heard on this dominant dimension of agricultural markets
(La Via Campesina, 2025). A summary of their proposals includes
new foundational principles to prioritize the rights of people,
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communities and ecosystems over profit; human rights law; the
Nyéléni definition of food sovereignty; the clear protection of
each country’s right to define its own food and agricultural pol-
icies; a priority for regional trade and shorter value chains; fair
markets for small-scale producers, including price supports,
labour protections and transparent pricing mechanisms; a ban
on dumping (sales abroad at less than the domestic cost of
production prices), subsidies to corporate agribusiness, and on
speculative trading; currency reform to limit developing countries’
exposure to exchange value risks; protection of the commons,
including land, water and biodiversity; and support for collective,
Indigenous and agroecological farm management.

Another initiative, the Agreement on Agriculture Re-Imagined
(Dommen, 2025), shares many of these concerns, principles and
recommendations. This is a three-year project, led by the Cen-
tre for Development and Environment at the University of Bern,
together with the Institute for Agriculture and Trade Policy and
the International Institute for Sustainable Development. It brings
together a dozen trade lawyers, civil society trade advocates and
food system experts from around the world. This project, too,
has published a series of new principles for trade (Dommen et
al., 2025) and the expert group is now drafting a new treaty that
firmly situates trade policy in the context of sustainable food
systems—systems that ensure food sovereignty and the right to
food, respect environmental and other multilateral obligations,
and that also respect the need for sovereignty definitions to
encompass rights and responsibilities beyond national borders.
Among the new proposals are rules that would require signato-
ries to curb restrictive business practices and ensure that com-
petition rules protect both producer and consumer interests in
diversified, decentralized and resilient food systems.

The power of global
commodity traders in global
value chains is neither new
nor unnoticed, yet it remains
an underexplored topic in
forest policy.
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The AoA Re-Imagined project emphasizes the existing body of
intergovernmental agreements into which trade rules should fit;
the isolation of trade from other dimensions of international gov-
ernance is considered a problem, not a feature, of trade. There
is clearly potential for a more ambitious role for agriculture in
countries’ NDCs and NBSAPs. If countries were to make chang-
es to agricultural practices to lower their environmental footprint,
that in turn would require trade rules to support discrimination
among goods according to production and processing methods,
something that is expressly forbidden at the WTO today. Both
projects also emphasize the need for a clearer articulation and
protection of distinct local, regional and global markets, and an
understanding of how each level of trade can be more supportive
of other levels, where today international trade overshadows
regional and local markets.

These initiatives include proposals for rules that would not elimi-
nate subsidies altogether, but which would reorient public spend-
ing and investment in food and agriculture with the objective of
supporting food sovereignty and ending the subsidization of
social and environmental harms. Reoriented subsidies would
complement efforts to limit corporate power, including initiatives
to increase price transparency, challenges to agri-industry con-
solidation, stronger agricultural labour laws, and tighter condi-
tions on finance and credit to commodity-focused corporations.
A shift away from funding specific commodities, and towards
supporting investment in landscapes that provide a diversity of
services, foods and other benefits would also reduce the profit-
ability of extractive commodity production.

Trade initiatives find support not just in national governments,
but from local authorities and the broader public. Corporations
have been successful in mobilizing politicians and the general
public to see efforts aimed at changing food production and
distribution to address climate change as a threat (for example,
attempts to propose reduced meat consumption in countries
where the average intake exceeds public health guidelines).
Trade-based measures such as the EUDR risk being character-
ized as foreign meddling in producer countries. Efforts are need-
ed to understand and work with local constraints (as well as with
potential allies). One recent study recommended the inclusion
in forest legislation of provisions for local market allocation, to
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protect local food production and distribution (Biirgi Bonanomi
et al., 2025). There are numerous pathways forward, and trade
reform is an important one. But it will only work if the vision for
trade is integrated into a larger vision of the role of agriculture
to meet people’s right to food, first, and distinct from the foreign
exchange earning potential of commodity exports.

Finally, it is worth challenging the food security myths that rein-
force a commaodity export-based model of agricultural develop-
ment. Thinking about food security as a support for forest pro-
tection, in contrast to commodity production, makes more sense.
Where forests have been degraded, mixed use and agroforestry
practices may have more to offer than tree plantations, both for
nature and for communities. These measures could single out
food sources (such as tree nuts) that create additional incentives
for forest preservation and protection by addressing people’s
economic needs. Similarly, government policy can require that a
certain percentage of farmed land be dedicated to tree cover. For
example, this is stipulated by the Brazilian forest code. Additional
rewards and support could be offered when these trees are also
a source of food (Hohl et al., 2020; Ickowitz et al., 2022).

Trade rules have a long history from colonial times that has
evolved but never properly shed the unequal Global North-
South dynamics of that time, despite the emergence of a hand-
ful of Global South countries as major agricultural exporters.
The combination of trade, investment and taxation laws of the
past three decades have entrenched patterns of commodity
trade that are extractive, destroying the natural resource base
where the commodities are grown, impoverishing and displac-
ing the communities that lived on the land that gets converted
to production, and generating contradictions between short-
term gains and the long-term economic viability of the sector.
Yet few governments seem able or willing to acknowledge this
reality. A radically different approach to food security, premised
on decentralized, diverse and locally controlled food systems
instead of imported grains—while tightening standards on
commodity exports and rebalancing the distribution of costs
and gains from commodity trade—would help to reset climate
and forest politics. Such an approach would distinguish food
sovereignty from the activities of the firms involved in global
commodity chains.



CHAPTER 8
Recommendations

Today’s economic model, the rules and financial flows that
shape our societies, lock many countries, especially in the Glob-
al South, into a reliance on extractive industries to power their
development. But it does not have to stay this way. The rules of
our economy are not laws of nature: they were made by people,
and people can change them. We must enable a transformation
in the forest and land sectors away from systems of extraction,
by identifying and disrupting the inter-related structural mech-
anisms and policies that keep extraction in place. Climate and
biodiversity policies must consider and take an active role in
shaping the reform of the global financial architecture to enable
a transformative shift in forest governance towards biodiversity
restoration and climate resilience.

The Intergovernmental Science-Policy Platform on Biodiversity
and Ecosystem Services (IPBES) has recommended the need for
transformative change to tackle biodiversity loss by addressing
its systemic, rather than just its direct drivers (O’'Brien et al.,
2025). This requires moving beyond incremental reforms to-
wards fundamental shifts in institutions, economies, governance
and societal values. The assessment calls for transforming the
sectors that drive forest loss and degradation—such as agri-
culture, forestry, fisheries, mining and energy—and reorienting
economic and financial systems to prioritize nature, equity and
collective well-being over short-term private gain. Central to this
transformation is upholding rights and equity, including secure
land tenure, gender-inclusive governance and Indigenous-led
approaches, which are shown to deliver lasting benefits for both
people and nature.

Countries must be able to create new forms of economic sov- An old growth
ereignty, whereby they have the necessary fiscal and monetary forest in Oregon
space to advance meaningful transformation plans and policies
that prioritize ecological health and bring an end to harmful
extraction. Building a new vision of transformational develop-
ment, rooted in communities’ rights and ecological stability,
countries must align incentives and financial flows with climate
goals. This requires more democratic institutions that value and
recognize the voice and agency of the Global South. The narra-
tives that dominate policymaking must shift to recognize the
current failings, while also building a new narrative of possibility
in transformation.
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Limit over-reliance on land-based carbon removal
by prioritizing the phase-out of emissions from fos-
sil fuels and ecosystem destruction. Governments
should prioritize immediate reductions in greenhouse
gas emissions over long-term land-based carbon
removal. Land-based strategies must supplement,
not substitute, near-term decarbonization.

Ensure equitable and sustainable land-use pol-
icies. Land-based carbon removal policies must
safeguard biodiversity, food security and the rights
of Indigenous Peoples and Local Communities.
Responsible governance frameworks integrate
social, biodiversity and climate mitigation goals into
planning, including participatory governance and
spatial management to prevent adverse social or
ecological impacts.

Increase transparency and specificity in climate
pledges. National climate pledges should provide
detailed, consistent reporting on the type, scale,
timing and location of land-based carbon removal
activities. Disaggregating afforestation, reforesta-
tion, restoration and other land uses will enable

a robust assessment of feasibility, trade-offs and
cumulative land demand.

Integrate land-use planning with climate and
biodiversity goals. Develop frameworks that align
carbon removal, ecosystem restoration and conser-
vation objectives. Incentives and monitoring should
prioritize the restoration of degraded ecosystems
and maintenance of ecosystem services, avoiding
the large-scale conversion of existing productive or

natural lands.
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Forest gap

« Establish a global forest accountability framework.
Develop comparable monitoring and reporting
standards across the Rio Conventions to ensure
equitable and transparent forest protection, recog-
nising differing national and ecological contexts.
Draw on the UN System of Environmental-Economic
Accounting—Ecosystem Accounts for consistent
frameworks, definitions, classifications, indicators,
and capacity-building to produce standardized for-
est reporting for the Global Stocktake and national
GHG inventories. These accounts should capture
gross forest area change linked to ecosystem type
and condition; carbon stock losses from deforesta-
tion and degradation; and gains from restoration.

Elevate forest degradation in policy and moni-
toring. Recognize that degradation also occurs in
northern hemisphere temperate and boreal forests
and should be included in comprehensive forest
policies, in addition to the current focus on tropi-
cal deforestation. Degradation is less visible than
deforestation and must be systematically captured
in national monitoring and reporting, including for
FAO Forest Resource Assessment. Monitoring
should cover the multiple characteristics, drivers
and impacts of degradation for a comprehensive
assessment of forest condition.

Integrate forest action into NDCs. Highlight oppor-
tunities to reduce emissions and increase removals
through halting deforestation and forest degra-
dation and expanding restoration. All countries
should ensure that domestic forest policies and
actions are clearly reflected in their NDCs and other
relevant reporting, including under the Enhanced
Transparency Framework.

Expand transparency in results-based financing
beyond tropical forests. Current reporting and
financing largely focus on the tropics, leaving
boreal and temperate forests under-represented.
Incentives should be tied to measurable biodiver-
sity and climate-resilience outcomes, with targets
defined in terms of gross anthropogenic changes
in areas, ecosystem condition and carbon stocks in
all forests supported by strengthened monitoring
and transparency that includes forest degradation.
Finance required is in addition to existing and future
public finance.
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Reduce or eliminate austerity conditionalities.
When countries are seeking debt relief with the
assistance of the IMF, austerity is counterproductive
and likely to deepen commodity dependence and as-
sociated environmental degradation. The IMF should
reduce or eliminate these requirements, or at the
very least, include protections for the most vulnera-
ble communities and the ecosystems that support
them by targeting reductions in deforestation.

Equitable debt relief. The G20 Common Framework
for Debt Treatments currently excludes many mid-
dle-income countries, does not require all creditors
to participate, and lacks enforcement tools to elicit
accountability among bondholders and private cred-
itors, as well as multilateral and bilateral ones. It
should be expanded to create a fair and universally
accessible debt relief mechanism.

Incentivize creditor participation. Similarly, the Com-
mon Framework currently suffers from a slow and
unclear process, yielding insufficient debt relief. It
should embrace the urgency of the present moment
and enact an expanded and streamlined process to
create incentives for creditors to participate fully.

Limit debt-for-nature swaps. While debt-for-nature
swaps may have some value for raising funds for
existing, community-centred conservation plans,
they should not be the primary tool for discharging
debt during a crisis or when developing new conser
vation plans. Debt crises require large movements
of funds in a short period of time, whereas commu-
nity-centred conservation plans require compara-
tively little funding, but long periods of participatory
planning to succeed.

New forms of finance and financial instruments.
Countries and their creditors should continue to
experiment with new forms of finance that are less
likely to create debt crises or exacerbate commod-
ity dependence. For example, commodity price-
linked bonds are structured to ease their repay-
ments during price declines, reducing the pressure
to expand commodity production during crises.
Bonds with natural disaster clauses similarly allow
capital mobilization without deepening long-term
commodity dependence during short-term crises.
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Develop in good faith a new global tax treaty.
Governments should cooperate in good faith with
negotiation of the UN Tax Convention on Inter-
national Tax Cooperation, to deliver an inclusive,
democratic and transparent system of international
tax cooperation for sustainable development that is
aligned with environmental and human rights goals
and which takes into account the specific needs

of and historic injustices faced by countries of the
Global South.

Develop comprehensive, equitable and progres-
sive rules. The UN Tax Convention should include
robust commitments to the automatic exchange of
information, beneficial ownership transparency and
public country-by-country reporting at both national
and international levels, so as to decisively confront
financial secrecy, illicit financial flows and corporate
tax abuse. Furthermore, the UN Tax Convention
should enable the redistribution of the rights to tax
multinationals, based on the actual economic pres-
ence and activity of the company in that country.

A ‘polluting profits surtax’ should be imposed on
corporations profiting from deforestation to disin-
centivize harmful business activities and redirect
business conduct towards sustainable livelihoods
and forest protection. More broadly, progressive
environmental taxes should be designed and
implemented to simultaneously deter environmen-
tally-harmful activities and redress socioeconomic
inequalities at national and international levels.
Furthermore, fiscal policies should be fully in line
with environmental objectives, including the Paris
Agreement, and human rights obligations, to guar-
antee equitable, climate-compatible development.

Enact new wealth taxes. Robust wealth taxes
should be designed and implemented to redress
socioeconomic inequality—itself a major driver of
the climate crisis—at both national and international
levels. This will in turn require that effective and
transformative international financial transparency
and tax measures are delivered through the UN Tax
Convention process.
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Trade

« Align food and forest policymaking. To effect better
policies, advocates need to look more widely at the
problems agriculture and forestry present for land
use, deforestation and forest degradation, and to
distinguish between food security and commodity
export systems, while ensuring food sovereignty in
national processes.

Vision for trade rooted in the right to food. The vi-
sion for trade must be integrated into a larger vision
of the role of agriculture in meeting people’s right
to food, first and distinct from the foreign exchange
earning potential of commodity exports. It is import-
ant to separate food from agricultural commodity
production to limit the potential for governments or
industry to use food security as an excuse to block
or weaken forest protection. A commitment to food
sovereignty and the right to food is a precondition
for economic development, as is the protection of
resilient ecosystems, including forests. Agricultural
trade rules need to build on, rather than compete
with, those objectives. Trade rules must also ad-
dress restrictive business practices that dominate
agricultural markets.

Advance food sovereignty. A radically different ap-
proach to food security, premised on decentralized,
diverse and locally controlled food systems instead
of imported grains—while tightening standards on
commodity exports and rebalancing the distribution
of costs and gains from commodity trade—would
also help to reset climate and forest politics. Such
an approach would distinguish food sovereignty
from the activities of the firms involved in global
commodity chains.

Challenge food security myths that undermine
ambition. The food security myths that reinforce a
commodity export-based model of agricultural devel-
opment must be challenged at national and interna-
tional level. Prioritizing food security as a support for
forest protection, in contrast to commodity produc-
tion, offers practical policy pathways to combat the
leading drivers of forest destruction. Where forests
have been degraded, mixed use and agroforestry
practices have more to offer than tree plantations,
both for nature and for communities.
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Subsidies

* Phase out environmentally-harmful subsidies and
tax incentives. Industrial agriculture and logging
practices continue to receive billions of dollars in
public monies to subsidize their destructive prac-
tices. For example, funding schemes in Europe that
promote intensive forestry and biomass under the
Renewable Energy Directive and some productive or
intensive forestry models under the CAPI and State
Aid rules should be reformed to eliminate finan-
cial support for monoculture plantations, salvage
logging with deadwood removal, and unsustainable
biomass extraction.

Redirect funding from environmentally-harmful
sources. Reorienting subsidies with the objective of
supporting food sovereignty and biodiversity-posi-
tive and climate-resilient forest management prac-
tices via public spending and investment in food
and agriculture would complement efforts to limit
corporate power, including initiatives to increase
price transparency, challenges to agri-industry
consolidation, stronger agricultural labour laws, and
tighter conditions on finance and credit to commod-
ity-focused corporations. A shift away from funding
specific commodities, and towards supporting
investment in landscapes that provide a diversity of
services, foods and other benefits would reduce the
profitability of extractive commodity production.

Increase support for smallholders and commu-
nities without losing sight of biodiversity and
climate resilience objectives. Considering small-
holders and agroecology as a strategy for forest
protection, it is important to simplify access to
(beneficial) forest subsidies, reduce transaction
costs and improve fairness in funding allocation for
the benefit of private and communal forest owners
and interested stakeholders.



Glossary

Agroecology

An approach that recognizes the
interdependence of living systems
and honours the principles of balance,
diversity, harmony and respect. Agro-
ecology creatively enables those in-
volved in the food systems to connect
with each other and solve problems
specific to their unique situations.

Advanced economies
Countries with high income, devel-
oped industries and strong financial
systems.

Arm’s length principle

The standard used in international
taxation to determine how transac-
tions between related parties (such

as subsidiaries of a multinational cor-
poration) should be priced. It requires
that these transactions be conducted
‘as if’ the parties were independent
and unrelated, each acting in their own
best interest.

Austerity

Policies aimed at reducing govern-
ment deficits through spending cuts or
tax increases.

Balance of payments

A record of all financial transactions
between a country and the rest of the
world. The balance of payments con-
sists of three primary components: the
current account, the financial account
and the capital account. The cur-

rent account reflects a country’s net
income, while the financial account
reflects the net change in ownership
of national assets.

Beneficial ownership

The natural person(s) who ultimately
owns, controls or benefits from a
company or asset, even if it is held in
another name.
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Blue bonds

Bonds issued to finance marine and
ocean-based projects that support
sustainability.

Bond

A debt security issued by governments
or companies to raise funds, promis-
ing repayment with interest.

Bond rating
An assessment of the creditworthi-
ness of a bond issuer or bond by a
rating agency.

Commodity dependence

Heavy reliance on exports of raw
materials or primary goods for national
income.

Commodity-linked bond

A bond whose payments are tied to the
price of a specific commodity (such as
oil, gold or agricultural products), so
returns vary with market prices.

Commodity

A basic good or raw material that is
interchangeable (fungible) with other
goods of the same type. Commaodities
are usually used as inputs in the pro-
duction of other goods or services.

Credit rating agency

An independent organization that
evaluates the creditworthiness of
governments, companies or financial
instruments by assigning ratings that
indicate risk of default.

Debt distress

A situation where a country struggles
to meet its debt obligations and risks
default.

Deforestation

The conversion of forest to other land
uses, such as agriculture or settle-
ments, and involves a permanent
reduction in tree cover below the cano-
py cover threshold defined as a forest.
The loss of trees may result from hu-
man activities, impacts of disturbance,
overutilization, or changing environ-
mental conditions such that tree cover
cannot be sustained (FAO-FRA, 2020).

Ecosystem integrity

The system'’s capacity to maintain
composition, structure, autonomous
functioning and self-organization over
time using processes and elements
characteristic of the ecoregion and
within a natural range of variability. The
system has the capacity for self-regen-
eration and adaptation by maintaining
a diversity of organisms and their
inter-relationships to allow evolution-
ary processes for the ecosystem to
persist over time at the landscape
scale. Ecosystem integrity encompass-
es the continuity and full character of a
complex system (Keith et al., 2020).

Extractive industries

The extraction or removal of natu-

ral resources as raw materials for
commodity production. Types of
industries include mining for minerals
and metals, oil and gas extraction for
energy, agricultural products, forestry
for timber, fishing and aquaculture.
The processes of extraction often
negatively impact the environment.

Extractivism

A concept articulated by anti-colonial
struggle in the Americas, which refers
to a form of economic activity and or-
ganization that is based on unsustain-
able natural resource exploitation for
export, with benefits largely accumu-
lating far from the sites of extraction.

Fiscal balance
The difference between government
revenue and spending in a given period.
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Fiscal loosening
Increasing government spending or
cutting taxes to stimulate the economy.

Fiscal policy

The use of government spending

and taxation to influence a country’s
economic activity, growth and stability.
Fiscal policy tools are often used to
support broad social, environmental or
development policy outcomes.

Fiscal tightening
Reducing budget deficits by cutting
spending or raising taxes.

Food sovereignty

The right of people to define their own
food, agriculture, livestock and fisher-
ies systems and policies.

Food security

A term defined by FAO to describe
when all people, at all times, have
physical, social and economic access
to sufficient, safe and nutritious food
which meets their dietary needs and
food preferences for an active and
healthy life.

Forests

Forests are defined by structural char-
acteristics of woody vegetation. FAO-
FRA (2025) definition of forest is trees
higher than 5 m and a canopy cover of
more than 10 percent, or trees able to
reach these thresholds in situ and in
an area of more than 0.5 ha and where
the land use is for growing trees. The
UNFCCC definition of a ‘forest’ is an
area of land of at least 0.05-1 ha and
a minimum tree-crown cover of 10-30
percent, with trees that reach, or could
reach, a minimum height of 2-5 m at
maturity (UNFCCC, 2002).
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Forest degradation

The reduction in the ecosystem integ-
rity of the forest, attributable to the
impacts of human land-use activities,
including forest management for com-
modity production. The composition,
structure, function and productivity of
the ecosystem is impacted by these
land uses, resulting in reduced capaci-
ty to deliver the full suite of ecosystem
goods and services. The impacts are
long-term and persistent. Degradation
includes impacts from human activi-
ties, severe climate events, fire, pests,
diseases and other disturbances. De-
scription of degradation involves the
ecosystem characteristics, magnitude
and scale of impacts. Degradation in-
volves species loss, reduced structural
complexity, reduced age distribution,
particularly in the case of old trees,
decreased carbon stocks, as well as
reductions in many other characteris-
tics of ecosystem condition. Degrada-
tion of forest ecosystems reduces the
provision of goods and services, as
well as biodiversity values, productivity
and health, and may negatively affect
other land uses and cause emissions
of greenhouse gases.

Formulary apportionment

For the purpose of determining the tax
base in a specific country, a method of
allocating the total profits of a multina-
tional corporation across different tax
jurisdictions using a predetermined
formula, rather than relying on the
company’s reported intra-group trans-
actions. The formula can consider
factors such as: sales (where products
are sold), assets (where physical cap-
ital is located), payroll or employment
(where workers are located).

Global North

A term used to describe the wealthier,
industrialized countries, mainly in
North America, Europe and parts of
East Asia.

Global South

A term for lower- and middle-income
countries, often in Latin America,
Africa, Asia and Oceania, typically with
less wealth and political influence than
the Global North.

Ilicit financial flows

Financial flows that are illicit in

origin, transfer or use, that reflect

an exchange of value and that cross
country borders; the flow can be legal-
ly generated, transferred or used, but it
must be illicit in at least one of these
aspects.

Industrial agricultural
production

A large-scale, high-input and highly
capitalized farming system character-
ized by mechanization, monocultures,
heavy use of synthetic fertilizers and
pesticides, intensive livestock opera-
tions and concentrated markets.

Intact ecosystem

A natural system that remains largely
undisturbed and continues to func-
tion with a high degree of integrity of
ecological processes.

Land-use change

Refers to the transformation in how
land is used over time, involving the
conversion of one land use to anoth-
er—for example, from forest to agricul-
ture, pasture, or urban areas. Tempo-
rary changes, such as logging where
the forest is expected to regenerate,
are excluded from this definition.

Monetary policy

The process by which a country’s
central bank manages the supply of
money and interest rates to influence
inflation, employment and overall
economic growth.
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Paris Club

An informal group of creditor coun-
tries that coordinates solutions

for debtor nations facing payment
difficulties.

Primary forests

Naturally regenerating forests of
native species, whose composition,
structure and function are dominated
by natural ecological and evolutionary
processes, including natural distur-
bance regimes (FAO-FRA, 2020; IUCN,
2020; Mackey et al., 2020). These
forests are not subject to modern in-
dustrial land use, but most are the cus-
tomary lands and territories of IPs and
LCs. Primary forests have irreplace-
able value for their biodiversity, carbon
storage, other ecosystem functions,
including cultural and heritage values,
and for sustaining the livelihoods and
culture of IPs and LCs (FAQ, 2020).
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Profit shifting

A practice used by multinational com-
panies to reduce their tax payments by
artificially moving profits from high-tax
jurisdictions to effectively low-tax (or
no-tax) jurisdictions, with the objective
of minimizing the overall amount of
corporate tax paid globally.

Secondary forests

Woody vegetation that has regrown
on land that was cleared, mainly or
partially, of its original tree cover and
commonly regenerates naturally
(FAQ, 2011).

Sovereign debt

Money borrowed by a national govern-
ment, usually through issuing bonds,
that must be repaid with interest.

Special Drawing Right

An international reserve asset created
by the IMF to supplement member
countries’ official reserves. Its value is
based on a basket of major currencies
(currently the US dollar, the euro,
Chinese renminbi, Japanese yen

and British pound) and it can be
exchanged among governments for
freely usable currencies.

Subsidies

Financial assistance or support pro-
vided by governments to individuals,
businesses or sectors to promote
certain activities or reduce costs.

Sustainability-linked bond

A bond with financial terms tied to
the issuer’s achievement of specific
environmental or social goals.

Unitary taxation

A method of taxing multinational
corporations in which the company is
treated as a single global entity, rather
than a collection of separate subsid-
iaries. Profits are then apportioned to
different jurisdictions based on factors
such as sales, assets and employment.
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