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EXECUTIVE SUMMARY

Exported Deforestation

Every year, around 6 million hectares of forests vanish due to
deforestation. 95% of this deforestation happens in tropical
regions, with Latin America and Southeast Asia accounting
for 59% and 28% respectively. Beef is the primary forest-
risk commodity causing deforestation in Latin America, while
palm oil, pulp, and paper are the major culprits in Southeast
Asia. As demand for these commodities has grown globally,
aggressive deforestation is taking place to secure land to
produce these commodities. Identifying where our food and
consumer products are produced and the processes involved
remains one of our strongest means to address deforestation.

Of the deforestation in tropical regions, 71% is the result of
production for domestic markets and the remaining 29%
is for foreign trade. High-income countries are the largest
importers of forest-risk commodities, accounting for 40%
of the deforestation linked to foreign trade, or 12% of global
deforestation.

Forest-risk Commodities:
Wood Chips and Wood Pellets

South Korea imports the largest amount of wood chips (for
pulp production) and wood pellets from Vietnam, while
importing a notable amount of wood pellets from Canada and
Indonesia. In the case of wood chip imports to Korea from
Vietnam, there are five to six large companies involved in an
effective oligopoly market. While some of these companies
operate their own plantations, most source raw materials
from local timber traders for primary or secondary processing.

In the case of wood pellets, Vietnamese pellets account for
about two-thirds of total Korean imports, with about 2 million
tons imported from Vietnam in 2021. Conversely, Korea is
also Vietnam’s largest consumer country for wood pellets,
accounting for about 60% of Vietnam’s total production
of 3.5 million tons. Many businesses of assorted sizes are
involved in the wood pellet supply chain, dealing with raw
materials ranging from timber to forestry by-products. In the
case of the Indonesian wood pellet industry, total exports to
Korea remain low at 300,000 tons per year, but this has been
steadily increasing. The trade of wood pellets between Korea
and Indonesia is dominated by three large import-exporters,
with most local companies being primary or secondary
producers.

Research on the supply chain of timber producers in
Indonesia and Vietnam showed the following generalized
risks. Plantation smallholders are responsible for the majority

of Vietnamese wood chip and pellet supply, but most are
unaware of the requirements for legal logging. Fraud is
also prevalent among timber traders in their reporting of
the origin and volume of supplies. Poor workplace safety
conditions and frequent fires caused by dust from wood
chips and pellets were also identified as serious problems.
Some companies blocked labor unionization efforts,
and others purchased large areas of land, sanctioned by
local governments, resulting in land disputes with local
communities and farmers.

During the production, processing, and distribution of
timber products, a wide spectrum of environmental issues
arises, including air pollution from dust, alongside noise
and water pollution. It was found that wastewater was
often discharged without treatment or that waste was
disposed without due notice. There were many cases in
Indonesia where businesses operated without carrying out
environmental impact assessments.

lllegal wood pellets and wood chips are frequently imported
due to the limitations of domestic and international
positive law. Determining the legality of products requires
specific information on stakeholders involved in the supply
chain. However, most companies do not disclose the
information as it is considered confidential. Legality can be
determined by obtaining third party certification (e.g., the
Forest Stewardship Council (FSC) and the Programme for
the Endorsement of Forest Certification (PEFC)), but even
these involve instances of false reporting. In the case of
wood pellets, the actual amount of pellets exported with
FSC 100% labels was ten times greater than the possible
maximum production at FSC-certified plantations.

Forest-risk Commodities:
Palm 0il and Its By-products

Korea imports all its palm oil and its by-products, which are
used as a major raw material in various industries such as
food, cosmetics, biofuels, and animal feed production. The
import volume of palm oil increased almost tenfold between
2012 and 2021, particularly from Indonesia. In the last two
years, four Korean importers have accounted for over 81%
of the total imports of Indonesian palm oil, namely, JC
Chemical, Dansuk Industrial, GS Holdings, and Aekyung
Chemical. All are involved, either directly or through an
affiliate, in the production of biofuels.

Since palm oil and its by-products are processed in a variety
of forms in different industries, and have complex supply
chains, it is hard to trace back to the farm of origin where
environmental and human rights risks exist. In Indonesia,
it is even more difficult to trace the exact place of origin
because the Fresh Fruit Bunches (FFB) supplied by several
farms can be mixed at the oil mills. Global palm oil plantation
expansion has gone hand in hand with the destruction of
natural ecosystems, increased greenhouse gas emissions
and biodiversity loss. Alongside this, land disputes between
plantation owners, local communities, and indigenous
people have grown, as the right to food and water has been
challenged. Violation of plantation workers' rights also
remains rampant.

However, such serious environmental and human rights
risks are hidden in the supply chain, and they persist due
to corporate immunity. Korean importers are supplied
with palm oil and its by-products through opaque supply
chains, contributing to the formation of leakage markets
where unsustainable palm oil is traded. Biodiversity loss,
land grabbing, and the violation of indigenous peoples' and
workers' rights have been continuously occurring across the
supply chains of Korean palm oil importers.

Due Diligence Legislation in Response to the
Supply Chains of Forest-Risk Commaodities

In response to environmental and human rights risks
prevailing in the supply chains of forest-risk commodities,
such as wood chips, wood pellets, and palm oil, other
countries are revising their laws. Governments have been
responding to deforestation in supply chains through
import bans on illegally logged timber, alongside voluntary
commitments and certification systems. However, many
governments have realized that forest-risk issues are difficult
to resolve due to the low credibility of origin countries’
verifications, as well as limitations in industry-led voluntary
commitments and certification systems.

The EU, the UK, the US, and others are developing due
diligence legislation to expand the scope of forest-risk
commodities to include timber and agricultural products.
These measures require active review and mitigation of
risks arising from supply chains, rather than substituting

these obligations with basic certifications. In particular, the
EU’s legislation requires not only reviews on the legality of
production in the country of origin, but also due diligence on
legal activities in that country if they lead to deforestation.
In addition to the issue of illegal deforestation, the US
legislation requires a wide range of human rights to be
considered, including Free, Prior, and Informed Consent (FPIC)
from indigenous peoples and local communities.

In addition to due diligence on supply chains for forest-risk
commodities in Europe, laws have been enacted to require
mandatory due diligence on the supply chain throughout
corporate activities. France and Germany have adopted
legislation requiring companies larger than a certain size to
conduct environmental and human rights due diligence on the
entire supply chain. The EU requires companies larger than a
certain size to carry out due diligence on actual and potential
adverse impacts on environmental and human rights across
the company value chain.

Korea does not have a framework that requires companies to
identify risks in the supply chains of forest-risk commaodities,
let alone requirements to take mitigating actions. Although
the ‘regulation to promote legal timber trade’ was introduced
in 2018, the regulation is limited to timber and unreliable as
it solely depends on the legality determined by the country
of origin. Rather, the Korean government is contributing
to increasing the risk in the supply chain of forest-risk
commodities by providing support to companies for the
development of overseas agricultural and forest resources
even when they are violating human rights and clearing
forests. There is no discussion on due diligence legislation on
supply chains, which can be a crucial means for companies
to fulfill their responsibility to respect human rights. Victims
of extraterritorial environmental and human rights violations
also find it difficult to access judicial and non-judicial
remedies in Korea

Suggestions

* Revise legislation on the trade of forest products:

The limitations of the current regulation to promote legal
timber trade should be recognized and it should be reformed
extensively, as it is not effective in determining the legality,
traceability, and sustainability of timber products. Customs
clearance and monitoring processes should be significantly
strengthened in this regard. It is necessary to recognize the
precedents of neighboring countries, such as Japan, which



are now discovering the consequences of a false assumption
that voluntary certifications, such as the Forest Stewardship
Council (FSC) and Programme for the Endorsement of Forest
Certification (PEFC), would solve supply chain risks.

« Introduce a supply chain due diligence law:

Make due diligence an obligation for the trade of forest-
risk commodities to allow their trade only when there are
no associated risks of environmental and human rights
violations. Such legislation should mandate corporate due
diligence on environmental and human rights violations in all
business operations along the entire supply chain.

« Enhance access to recourse for victims:

Due diligence should not simply be a box for companies
to tick, but should serve as grounds to hold companies
accountable for environmental and human rights violations.
Victims in extraterritorial jurisdictions should have a means
of recourse in Korea. The Korean National Contact Point of
the Organisation for Economic Co-operation and Development
(OECD) should serve as a non-judicial remedy system by
improving transparency and fairness.

* Revise energy legislation:

Support for bioenergy should be reduced and the incentive
program should be reformed. Renewable energy certificate
weightings for large-scale biomass and palm oil-based bio-
heavy oil should be gradually reduced, as they rely heavily on
forest-risk commodities. Discussions should begin on when
to phase out these fuels. In particular, the timing of an early
phase-out of crop-based fuels should be set, and stringent
sustainability criteria should be established for all fuels prior
to the phase-out. All phase-outs must include consideration
of a just transition.

* Revise finance and funding legislation:

Companies linked to forest-risk commodities that receive
support under the Overseas Agriculture and Forest Resources
Development and Cooperation Act should be required to
carry out due diligence on environmental and human rights
risks. The “reduction” category in the Korea Green Taxonomy
(K-Taxonomy), which makes it easier to issue green bonds
to bioenergy businesses, should be withdrawn, and all large-
scale bioenergy should be excluded from the K-Taxonomy.
Screening and exclusion criteria that are not included in the
current system should be prepared to minimize the risk of
deforestation even if some bioenergy businesses are allowed
to a limited degree.
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 Implement international conventions:

The Glasgow Leaders’ Declaration on Forests and Land Use
of the United Nations Climate Change Conference (UNFCCC)
COP 26, and domestic Korean policy, must become
aligned. Mechanisms and intergovernmental cooperation
are also required to effectively implement the Post-2020
Global Biodiversity Framework, which is to be adopted by
the Convention of Biological Diversity (CBD) in 2022. In
addition, it is necessary to reduce dependence on overseas
emission reductions in Korea’'s 2030 Nationally Determined
Contribution (NDC) and 2050 Carbon Neutral Scenarios,
while reducing the share of bioenergy that uses forest-risk
commodities.

CHAPTER 1. EXPORTED FOREST-RISK

1. Drivers of Forest Loss and Exported Forest-Risk

Every year, 15 billion trees are cut down." According to Global
Forest Watch (GFW), which surveys global deforestation
through satellite images, 2019 saw nearly 24 million ha of
trees lost.” This is as much as the land size of the United
Kingdom. Forest loss poses numerous negative effects on the
environment and the ecosystem, including carbon emissions,
and loss of species and biodiversity.

Forest loss entails two characteristics, namely deforestation
and forest degradation. Deforestation entails completely
removing trees in order to change the forest into land for a
different land use, such as a farmland, mines, or residential
use. Forest degradation means that the quality of the forest
declines, although the purpose of the land itself remains as
a forest. For instance, a natural forest may be destroyed to
build a tree plantation. In this case, the land use of the area
is still a forest, but the quality of the forest declines due to
issues such as carbon emissions and damaged biodiversity.

According to a study done by Philip Curtis et al. (2018),
published in Science, there are five main drivers of forest loss.
The first driver is commodity-driven deforestation, which is
permanently changing the land use for a different purpose,
such as for agriculture (including palm oil and livestock
farming), mining and operating energy infrastructure. The
second driver is urbanization, in which a forest is permanently
changed into urban infrastructure, such as a village, town
or roads. The third driver is shifting agriculture. This means
shifting from small-sized to medium-sized forest and
scrubland for cultivating crops for a few years and then
shifting to a different area when the current land loses
fertility. The abandoned farmland is then restored through
forest restoration. This can be commonly seen in regional
subsistence farming systems, in which local farmers clear a
forest to use for cultivating crops and then shift to a different
area. The fourth driver is forestry production, which means
cutting down trees in tree plantations that are managed and
established to produce products such as timber, papers, and
pulp. Lastly, wildfires temporarily destroy forests. Unless the
lands destroyed by wildfires are used for a different purpose,
the forests can be regrown again the next year.

Among these drivers, commodity-driven deforestation and
urbanization are categorized as deforestation, because the
forest is completely cleared, the purpose of the land changes,
and the change is permanent. On the other hand, shifting
agriculture, forestry production and wildfires are categorized as
forest degradation, because although forests are temporarily
destroyed, there is a high possibility that the forest will
flourish again if left alone without changing the purpose of
land use, and because the change is temporary. However,
some forestry produced in tropical regions could be categorized
as deforestation if trees are cut down from a primary rainforest
to establish a tree plantation.

After categorizing the drivers of forest loss into five categories,
Curtis et al. used satellite images to study the regions and
the reasons for forest loss in the world from 2001 to 2015.
They found that 27% of forest loss in the world came from
commodity-driven deforestation, and the other 73% came
from three drivers of forest degradation: forestry (26%),
shifting agriculture (24%), and wildfires (23%).

Every year, approximately 6 million ha of forests disappear
due to deforestation.’ This means a forest as big as the size
of Portugal is destroyed every two years. 95% of deforestation
occurs in tropics, 59% in Latin America and 28% in
Southeast Asia. As shown by Curtis et al., commodity-driven
deforestation makes up one quarter of the world’s forest loss
(deforestation by urbanization only takes up 0.6%). Among the
commodities, the demand for certain products, such as palm
oil, soybeans, and beef, has increased rapidly throughout the
world, and more forests are lost to secure land for producing
these products. Therefore, understanding where and how
the products we buy and the foods we eat are produced, and
addressing the issues that arise from that process, are seen as
the most powerful method for eradicating deforestation.

As mentioned earlier, most of today’s deforestation occurs in
tropical regions. In the case of deforestation, 71% is caused
by the production of domestically-consumed products,
and the other 29% is to produce products for foreign trade.
High-income countries are the largest importers of products
produced from deforestation, responsible for 40% of the
deforestation for producing products for trade. This means
that wealthy countries are accountable for 12% of the world’s
deforestation.”
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We should pay attention to those products produced by
destroying tropical rainforests, which are exported to wealthy
countries. From 1990 to 2008, 27 EU member states imported
10% of the world’s products linked to deforestation, and one
third of the imported products were crops and livestock from
heavily forested countries in the global south® 7.9 million ha
of land are needed just for a years-worth of imported palm
oil, beef, and beans for the UK. This land is often located in
regions known for serious deforestation, land conflict, and
human rights violations® This means that wealthy countries
are contributing to the deforestation of the world, especially
in poor countries, to satisfy their own citizens’ consumer
needs.

Gas station selling diesel that includes biodiesel ©5F0C

The Economics of Biodiversity: The Dasgupta Review, which
was published at the request of the UK government in
February 2021, pointed out that nature should be considered
as an asset of economic activity and that the degree of
damage in nature should be considered when determining
economic accomplishments.” The Review points out that
we can overcome the current ecosystem crisis if we can
quantitatively show the degree of damage in nature, such
as the reduction in biodiversity and carbon sinks, when
measuring the wealth of nations. To engage in economic
activities that consider nature as an asset, the cost of
damage to the environment should also be included in the
product price, instead of only including labor and material
costs. This means that the environmental and social issues
that arise from forest product trade are not confined to the
producing countries only. It means that it is an international
issue in which all countries that are trading parties are
deeply involved.

2. Deforestation and Human Rights Violations

Large-scale deforestation negatively affects the environment
and the climate as it damages biodiversity and emits carbon.
In addition, deforestation threatens the lives of numerous
indigenous peoples and local communities that depend on
forests for their livelihood and causes serious human rights
violations. Local communities that resist land seizures
and forest clearing caused by deforestation are subject to
forced evictions, harassment by the police, threats, murder,
physical abuse, arbitrary arrest, retributive lawsuits against
community leaders, human rights defenders and activists,
and criminalization.

As such, community leaders and activists face all kinds of
oppression in their attempts to protect their communities
and forests. According to Global Witness, an international
environment and human rights organization, more than
1,000 people from 25 countries were murdered, harassed,
imprisoned, or threatened while fighting for the rights of
their local communities in 2016. Half of the 281 people
murdered were protecting their land and homes. About 40%
of the civil rights activists who were killed were indigenous
people who were fighting to protect their rights to their land
and the environment.®

According to the report “Closing the Gap: Rights-Based
Solutions for Tackling Deforestation” published in 2018
by Forest Peoples Program, an international environment
and human rights organization that advocates the rights
of forest communities and alternative forest management,
it is indigenous peoples who are on the frontlines in the
battle to protect forests. The rights of indigenous peoples to
their lands, and to Free, Prior, and Informed Consent (FPIC)
are violated every day by state authorities that designate
forest areas and protected areas and issue land rights to
companies and investors. Even when indigenous peoples
are properly informed by state authorities, the information
is often incomplete, biased, or sometimes even false. Local
communities sometimes rent out land or even completely
give up their right to the land, because they are pressured by
or deceived by the government or companies.”’

The livelihoods of local communities that have lost their
forests are not only hard hit, but their traditions and cultures
are also at stake. Local communities that have had their
lands taken due to industrial agriculture and the expansion of
monoculture farming face restrictions in access to important
forest resources, which supply them with both food and
medicines. Their right to water is violated, their everyday
security is made vulnerable and sometimes they even face
poverty and health issues, such as malnutrition. Changes
in land use damage areas that were considered sacred
and contribute to the loss of traditional knowledge and
lifestyles.”

Indigenous people of Auuyu seeking firewood ©Albertus Vembrianto for The Gecko Project/Mongabay




In this report, we aim to illustrate that South Korea is also
closely involved in global deforestation and human rights
violations in the process of producing and importing forest-
risk commodities. Given that most deforestation in Southeast
Asia occurs to produce palm oil and wood pulp, this report will
focus primarily on palm oil, wood pellets, and wood chips.”

[Figure 1] Share of Tropical Deforestation from Agricultural Products

Palm oil is a typical forest-risk commodity. Palm oil
and soybeans are categorized as oilseeds alongside
sunflower seeds and rapeseeds. Oilseeds make up 18%
of the deforestation in tropical rainforests. Among the
deforestation of tropical rainforests due to oilseeds,
Indonesian palm oil makes up a large share at 6.4%.
Forestry, which mainly produces paper and timber, is the
third largest driver of deforestation in tropical regions at
13% (Figure 1).

SHARE OF TROPICAL DEFORESTATION FROM AGRICULTURAL PRODUCTS

This is measured as the average over the period from 2010 to 2014.
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Through research and on-site surveys, we have found that
Korean companies are involved in deforestation and human
rights violations in the process of producing and importing
palm oil, wood pellets, and wood chips. In this report, we
will analyze the trade details of the products above and the
environmental and societal risks that occur in the supply
chain. In addition, we will investigate the systems in place in
other countries to address the global issue of exported forest-
risk and discuss the need for Korea to revamp and modify
relevant schemes as well.
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CHAPTER 2.

DUE DILIGENCE RISK ANALYSIS OF THE SUPPLY
CHAIN OF FOREST-RISK COMMODITIES:
WOOD CHIPS AND WOOD PELLETS

1. Trade of Wood Chips

Wood chips are square and rectangular wood pieces made of
shredded timber and by-products of logging. Wood chips can
be divided between wood chips for pulps used to make paper,
wood chips used for boards and wood chips used to produce
heat or electric power. This chapter focuses on wood chips for

pulps.

Timber Mill ©aleksandarlittlewolf/Freepik
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