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Ground rules…
1. All participants are muted

Given high attendance in this webinar, all lines will remain muted

2. Exchange thoughts and pose questions

Introduce yourself and share your own insights and questions in the chat window
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Case Study On Illicit Harvesting Of
Pterocarpus Tinctorius In Mozambique
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•

In Tete province, illicit timber exploitation thriving in context
of corruption, weak governance, and poverty in a postconflict state, enabling a range of activities that underpin
both labor rights abuses and deforestation.

•

Tete has the third largest forested area (3,827,883 ha) in
Mozambique, ranks fourth in productive forest area
(2,175,199 ha), fifth in total volume of commercial species.

•

Next location in series of countries that have experienced a
boom and bust cycle of “rosewood” species exploitation.
Preceded by Zambia, Malawi.

•

Illegally harvested Nkula (a rosewood lookalike species)
travels to China through complex / disparate supply chains.
Hongmu furniture

Environmental Consequences Of Illicit Logging In Tete
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Business Actors and Structures- Sources of Corruption
Type
 Self-dealing
 Patronage
 Misuse of information
 Nepotism, clientelism, and
favoritism
Activities
 Controlling
licensing/regulation/issuing of
simple licenses
 Administrative (legal
compliance, inspection, export)
 CORRUPTION IN LABOR
10

Sectors
 Forest
 Financial- IFF’s/ Misinvoicing
 Transport
 Customs and Export
Places
 Logging Sites, Workplaces
 Tete
 Beira, Pemba Ports
 Regional Actors in Zambia,
Malawi
 China

Labor Findings
Across various supply chain models, workers engaged in illicit logging are vulnerable to a
number of labor rights abuses, including forced labor.Abuses present among illicit logging
workers include:
•

Deception about nature and conditions of work (including wages, hours, and sometimes
the legality of the work)

•

Work for low wages (temporal dimension to species exhaustion)

•

Abusive overtime without consent

•

Withholding of wages

•

Abuse and harassment

•

Work in hazardous conditions without previous consent;

•

Threats of denunciation to authorities.

•

Children also reportedly participate in some illicit logging activities, including hazardous
activities
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“The Police protected
Chinese, not us workers.
We stopped complaining
to the police since it was
known that they were on
their side....”

–Log Peeler, Marávia
District (Male, Age 43)

COVID- 19
 Emphasis on corruption in public procurement related to PPE and donor assistance
 The door of criminal opportunity is ajar because social distancing restrictions mean fewer patrols are

policing the forests of the world preventing logging crime
 Abandoned wood phenomena. Pitsaw and collect Mozambican environmental authorities on Monday

announced the seizure between 6 and 10 July of some 1,200 illegally logged trees
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Companies should:

High Level
Recommendation:
Supply Chain
Accountability

 Prioritize traceability and risk assessment for supply chains (timber/wood

products as well as other “forest adjacent” supply chains such as palm oil,
soy, cattle, rubber, cocoa, and other forms of plantation-based agriculture);

 Risk assessments include social and environmental risks related to the unique

combination of sector and geography or production; and

 Continue to uphold and strengthen commitments to purchase only legally

logged timber.
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Illegal Logging,
Corruption and
Covid-19
Julia M. Urrunaga

Environmental Investigation Agency – EIA

Illegal logging and corruption
• Illegal timber must be LAUNDERED – doesn’t fit in a suitcase
• Required: private corruption + active public corruption
• Harvest permit (forest inventories)
– Private: produce fake forest inventories
– Public: validate fake forest inventories

• Corruption continues through the Chain of Custody, buying
“in good faith” – when over 80% of the production is illegal
(National forest authority, financial intelligence unit, NGO’s)
• Key: TRANSPARENCY & TRACEABILITY

2012
* Illegal timber laundering for
CITES exports to the US
* Laundering mechanism
applies to all species and
destinations

2015
* Illegal deforestation of
Amazon natural forests for
oil palm expansion
* +500,000 m3 illegally
logged timber laundered

2018
* Illegal timber exports to all
destinations
* Success by some govt offices
* Pushbacks by the industry

bla
• bla

MOT. Table 10, p. 57 – Callao Data 2015 (total: 2,427 GTF: 400 R / 391 G)

bla
• bla

MOT. Table 11, p. 58 - Callao Data 2015 (total: 2,427 GTF: 400 R / 391 G)

The Yacu Kallpa

bla
• bla

MOT. Table 5, p. 36 – Yacu Kallpa Data 2015

Successful Peruvian Govt actions
• Operation Amazonas:

– SUNAT (Peruvian taxes and customs national authority) reviewed EIA’s
The Laundering Machine and noticed that they were paying cash
incentives for illegal timber exports
– SUNAT takes the lead, replicating / improving TLM methodology
– Coordinating with OSINFOR + FEMA (prosecutors) + INTERPOL + WCO +
authorities in country of destination
– Millions of dollars of illegal timber were identified and stopped / + 70
containers of illegal timber stopped by US authorities in Houston and
destroyed

• Pushback from Industry:
–
–
–
–

To eliminate requirements and data collected in forms
To try to blur traceability and transparency
Effective enforcement brings lobbies to push for weaker standards
Authorities who effectively do their job get fired (Osinfor 2015, Serfor
2020)

•

Covid-19

Regional authorities are trying to “re/activate” the timber sector with special
incentives and regulatory exemptions, increasing the risk of spreading the
virus in indigenous communities and uncontacted tribes, as well as of illegal
logging
– ”Re/activation” launch ceremony hosted at Inversiones La Oroza, under legal
investigation for +10,000 m3 of illegal timber and banned by the US government.
– Exacerbated vulnerability of Amazon indigenous communities & forests
• No efficient govt strategy to deal with the sanitary emergency in indigenous communities
• Attacks on environmental defenders (at least 4 leaders killed / many more under threat)

– Concessions illegally granted over territory of indigenous tribes in voluntary
isolation (PIACI)
– Industry demanding incentives and relaxation of standards (draft law proposal)
– Arbitrary removal of director of National Forest Sector, who was pushing for
reinforcing transparency and traceability

• In parallel

– Peru’s timber exports grew 25% in July (Lima Chamber of Commerce). But:

• Peru had a mandatory national lock down for almost 3 months (exceptions: food & medicine)

Urgent actions

• Support Environmental Defenders
• Shut down the laundering machine / strong sanctions

– For the private actors producing fake forest inventories and
– For the public officers validating them.
– For the traders and exporters profiting from it (directly or indirectly)

• Eliminate the no-questions-asked markets, national and
international
–
–
–
–

Enforce and/or Expand Demand side laws
Legal consequences for not conducting due diligence / due care
Supporting efforts / training / alliances with local stakeholders
Educating / involving consumers

• Transparency and traceability

Antamiki (EIA - 2018)
Indigenous Community Boca Pariamanu
(Madre de Dios)
Indigenous leaders from
ORDEPIAA (Loreto) and Saweto (Ucayali)

James Valentine (Maroon 5)
Stefan Lessard (Dave Matthews Band)
Adam Gardner (Guster)
KT Tunstall
Nico Saba (Kanaku y El Tigre)
REVERB

More information:
www.eia-global.org
Julia M. Urrunaga
julia@eia-global.org
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About Igarapé Institute

The Igarapé Institute is an award-winning think and do
tank founded in 2011 and committed to delivering
data-driven and evidence-based solutions for security,
climate and development challenges. The Institute
achieves impact through applied research, the design
and testing of new technologies, shaping debate,
public policies, and empowerment through partnership
networks.

Climate & Security
Over the past few years, the Igarape Institute has increased its capacities in analysing data relating to
climate threats and environmental crime.

Climate & Security
Over the past few years, the Igarape Institute has increased its capacities in analysing data related to
climate threats and environmental crime.

Negative externalities go beyond the protection of the forests...

85%

+251

increase in deforestation
in the Amazon from 2018
to 2019

global investors issued a demand for
companies to meet their supply chain
deforestation commitments

+US$17.7 trillion
Brazilian GDP

14.6%

soy represents c.a. half of this (~7%)

8.5%

of the GDP is cattle products

Brazilian Export Revenue

US$26.1 billion

of export revenue for soy in 2019

US$7.4 billion

billion of export revenue for beef

US$2.9 billion
of export revenue for timber

Sources: MapBiomas 2019; PRODES, News pieces

in assets under management
(AUM) called for more action on
supply chain commitments

Brazilian USD
denominated public debt

US$47 billion

in sovereign bonds

US$2 billion

in municipal bonds

US$218 billion
in corporate bonds

How are these three products related?

Sources: Trase, 2020; Azavedo et al., 2015; Febraban, 2017; Gibbs et al., 2015; Trase 2020, PRODES

How are these three products related?
Illegal
Deforest
ation

Slave
Labour

Corruption

Property
Theft

Illegal
Deforest
ation

Violence/
Homocide

Fraud
Corruption

Sources: Trase, 2020; Azavedo et al., 2015; Febraban, 2017; Gibbs et al., 2015; Trase 2020, PRODES

Money
Laundering

Igarapé’s Typology of Environmental Crime

Corruption is one of many environmental crimes when we
talk about deforestation in the Amazon.
Understanding the links between these different types of
environmental crime are key solving the issue.
Sources: Trase, 2020; Azavedo et al., 2015; Febraban, 2017; Gibbs et al., 2015; Trase 2020, PRODES

Igarapé’s Typology of Environmental Crime

Environmental task forces are few and far between, and when they do exist,
they tend to focus narrowly on one or two types of environmental crime,
such as illegal logging and wildlife trafficking, at the expense of other
activities. When cases are prosecuted -- which is rare -- convicted offenders
are let off with small fines. This impunity helps to fuel the cycle of land
invasions, forest clearing, and the establishment of activities that further
pollute and contaminate the biome (Human Rights Watch 2019)

Sources: Trase, 2020; Azavedo et al., 2015; Febraban, 2017; Gibbs et al., 2015; Trase 2020, PRODES

Financial Institutions have taken action on
Climate, but not on Forests/Deforestation…
An example set of Financial Institutions demonstrates the varied levels of adoption of deforestation metrics as
well as climate frameworks. Equally, exposure to industries like Soy and Beef are relevant.
Forest500
Score

ClimateAction
100+ Member

TCFD
Supporter?

Signatory of
Principles of
Responsible
Investment?

Soy
Exposure

Beef
Exposure

BNP Paribas

62%

Yes

Yes

Yes

Yes

Yes

Rabobank

59%

Yes

Yes

Yes

Yes

Yes

Credit Suisse

50%

No

Yes

Yes

Yes

Yes

UBS

49%

Yes

Yes

Yes

Yes

Yes

Citigroup

48%

No

Yes

No

Yes

Yes

J.P.Morgan Chase

47%

Yes

Yes

Yes

Yes

Yes

Santander

46%

No

Yes

Yes

Yes

Yes

Morgan Stanley

44%

No

Yes

Yes

Yes

Yes

Barclays

37%

No

Yes

Yes

Yes

Yes

BlackRock

4%

Yes

Yes

Yes

Yes

Yes

BNDES

39%

No

Yes

No

Yes

Yes

Banco do Brasil

29%

No

Yes

Yes

Yes

Yes

Itaú Unibanco

19%

No

Yes

Yes

Yes

Yes

BTG Pactual

12%

No

Yes

Yes

Yes

Yes

Bradesco

4%

No

Yes

Yes

Yes

Yes

Sources: Publicly available information from Forest500 (2019), ClimateAction 100+, TCFD, PRI, Greenpeace research, Forest & Finance

Sector Considerations (Timber)

• The Brazilian tropical timber sector today is
responsible for the extraction of more than 13
million cubic meters of hardwood logs from
Amazonian forests (a little less than 10% of
the global hardwood market)
• The sector generates at least US$3 billion in
annual revenue and employs over 200,000
people.
• Findings identified three companies exporting
timber to fourteen companies in Belgium, the
Netherlands, Denmark, France, the United
Kingdom, and the United States.

Sources: BVRio (2016)

• These, in turn, are funded by international
banks.

Sector Considerations (Timber)

70%
of timber products from the
Amazon come from illegal
operations

Sources: BVRio (2016)

• 70% of timber products from the Amazon come from illegal
operations, which may involve theft of wood from conservation areas
and indigenous reserves, use of slave labor, and laundering of stolen
timber.
• A 2016 analysis by BVRio found that more than 40 percent of the
forest management operations in the Brazilian states of Pará and Mato
Grosso between 2007 and 2015 were at medium to high risk of having
involved severe legal violations.
• Negligible progress in terms of the adoption of sustainability
standards; Forest Stewardship Council (FSC) certified operations
account for less than 3% of the total log production in the Brazilian
Amazon
• Operations certified by the Programme for the Endorsement of Forest
Certification (PEFC) such as the Brazilian Forest Certification Program
(CERFLOR) account for even less
• The ability to conduct due diligence, however, is hindered by the fact
that the state timber control systems (e.g., Mato Grosso and Pará)
restrict the public availability of their data, making it difficult for third
parties to conduct their own independent due diligence

Existing registries force us to look at potential
technology solutions in the Timber Sector...
• Challenges with Timber Registries (DOFs, Invoicing..etc)
• Challenges with Land Registries (CAR)
• Challenges with Movement of Product

solution… (I)
• Rainforest Connection: RFCx installs devices high in the

tree canopy where they are hidden. Each device
continuously captures all ambient sound, and can detect the
sounds of destructive activities—such as
logging/chainsaws—up to 1 kilometer in the distance.

• BVRio’s Timber Due Diligence System: BVRio Due

Diligence and Risk Assessment system assists you to
evaluate the supply chain of each timber consignment
traded, facilitating compliance with the EU Timber Regulation
and the US Lacey Act.

• Picterras: provides a geospatial cloud-based-platform

specially designed for training deep learning based
detectors.It automates the analysis of satellite and aerial
imagery, enabling users to identify objects and patterns
(cattle, road cracks, damaged roofs etc.) at scale, anywhere
on Earth.

Sources: Company Websites

Technology is increasingly part of the
solution… (I)
Coalitions and ESG reporting metrics can be greatly
improved through the use of technologies
• Mapbiomas: Rabobank, the largest bank in the food

and agribusiness sector and 2nd highest-ranked
Forest 500 financial institution, has integrated the use
of MapBiomas (cross-validating the CAR, embargo,
and satellite data) into its credit approval process that
is monitored on an annual basis

• Agrosatelite: Agrosatélite has swiftly built an

extensive portfolio of solutions across four main
product lines — SIMFaz (for monitoring of farms),
MapS (for mapping territories through satellite
images), GISDev (for developing custom-made
geographic information software for clients) and
Safras (for monitoring the development of crop
harvests using geotechnologies). These products are
tools that use technology and innovation to promote
sustainable growth in agribusiness.

• IBM Food Trust traceability system: Built on IBM
Blockchain, this solution connects participants
through a permissioned, immutable and shared
record of food provenance, transaction data,
processing details, and more.

Sources: Company Websites; Proforest, 2020; Leong et al., 2018

Sector can become an important ally:

1
2
3

advocating for greater market transparency through a public and audited
registries;
conditioning credit approval on robust registry information (including DOF, CAR,
SISBOV, and GTA information triangulated and verified by satellite data; and
integrating deforestation and land-use indicators into existing ESG metrics to
more accurately measure physical and transitional risks throughout companies’
supply chains.
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