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Impact assessment (SWD (2021) 326, SWD (2021) 327 (summary)) accompanying a Commission proposal for a 

Regulation of the European Parliament and of the Council on the making available on the Union market as well as 
export from the Union of certain commodities and products associated with deforestation and forest degradation and 

repealing Regulation (EU) No 995/2010 

This briefing provides an initial analysis of the strengths and weaknesses of the European Commission's 
impact assessment (IA) accompanying the above-mentioned proposal, submitted on 17 November 2021 and 
referred to the European Parliament's Committee on Environment, Public Health and Food Safety (ENVI). The 
proposal was first announced in the 2019 Commission communication on Stepping up EU action to protect 
and restore the world's forests, and then confirmed in the European Green Deal, the 2030 EU biodiversity 
strategy and the 'farm to fork' strategy. On 22 October 2020, on the basis of an own-initiative report, the 
European Parliament adopted a resolution, which was accompanied by a European added value assessment. 
The resolution calls on the Commission to submit a proposal for an EU legal framework to halt and reverse 
EU-driven global deforestation. Following up on this request, the Commission included the present proposal 
in its 2021 work programme and the 2021 joint declaration on legislative priorities. 

Problem definition 
According to the IA, the main problems relating to the topic of the proposal are deforestation and forest 
degradation (IA, pp. 10-15). Deforestation occurs when forest land is cleared to make space for other 
activities such as agriculture, urban development or other land uses. Drawing on data published by the Food 
and Agricultural Organization of the United Nations (FAO), the IA highlights that deforestation and forest 
degradation are occurring at an alarming rate: between 1990 and 2020, 420 million hectares or about 10 % 
of the world's forest – an area larger than the European Union – were lost through conversion to other land 
uses. In terms of net area loss (the difference between area of forest cleared and new surface of forests planted 
or regenerated), the world lost around 178 million hectares of forest cover – an area triple the size of France 
– over the same period. Sources such as Global Forest Watch, quoted in the IA (p. 12), point to the since 
recently increasing loss of primary tropical forests, which cannot be reforested in a human lifetime. Forest 
degradation is a more gradual process through which a forest's biomass declines, its species composition 
changes, or its soil quality declines, but the land still meets the definition of a forest regarding surface, crown 
cover and tree height. According to the IA, forest degradation often leads to deforestation. Systematic data 
and statistics on forest degradation are scarce, as it is more difficult to measure and monitor, but citing a 
recent academic source the IA explains that forest degradation accounts for 33 % of the observed changes in 
forest cover, and that without a reduction of the present deforestation and forest degradation rates, 
undisturbed forests in tropical humid regions will disappear entirely by 2050 (IA, p. 13). 

According to the IA, agriculture alone causes 73 % of all deforestation in tropical and subtropical countries, 
while illegal or otherwise unsustainable logging, which is often the first step of conversion from forest to 
other land uses, is a main driver of forest degradation. Agricultural expansion is driven by global demand for 
specific products and commodities, market pressures, dietary preferences, and lack of efficiency in 
agricultural practices and waste (IA, p. 16). Citing a 2020 research paper, the IA explains that EU consumption 
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of six commodities – cattle, wood, palm oil, soy, cocoa and coffee – over the 2008-2017 period was 
responsible for 19 % of the tropical deforestation embedded in international imports. Wood is already 
covered by the EU Timber Regulation (EU) No 995/2010 (EUTR), which the present proposal aims to repeal, 
expanding its scope with five additional commodities.1 

The IA elaborates on the consequences of deforestation and forest degradation, such as biodiversity loss, 
GHG emissions and increased risk of zoonotic diseases (pp. 14-15). The problem definition in the IA is 
underpinned by recent academic, EU and intergovernmental sources. Furthermore, it draws on the fitness 
check of the EUTR and the EU Forest law enforcement, governance and trade (FLEGT) Regulation (EC) 
No 2173/2005. Overall, the problem definition is well substantiated with data: it discusses the scale and scope 
of the problem, describes how the problem would evolve and identifies the stakeholders affected by 
deforestation and forest degradation. 

Subsidiarity / proportionality 
In addition to explaining the legal basis (Articles 21(2.f), 191(2) and 192(1) of the Treaty on the Functioning of 
the European Union (TFEU), the IA briefly discusses the need for EU action and the EU added value. The IA 
does not compare the options in regard to their proportionality, contrary to the requirements of the Better 
Regulation Guidelines (BRG). No reasoned opinions were issued by national parliaments before the 
subsidiarity deadline of 14 March 2022. The IA provides a dedicated subsidiarity grid following the 
recommendations of the Task Force on subsidiarity, proportionality and 'doing less more efficiently'. 

Objectives of the initiative 
The general objective, as outlined in the IA, is to minimise the EU's contribution to deforestation and forest 
degradation worldwide, thus reducing its contribution to GHG emissions and global biodiversity loss (p. 24). 
To achieve this general objective, the following specific objectives have been set (IA, p. 24): 

1 Minimise consumption of products coming from supply chains associated with deforestation or 
forest degradation; 

2 Increase EU demand for and trade in legal and 'deforestation-free' commodities and products. 

According to the IA, the proposed options will continue to require the compliance of products with the rules 
of the country of production (legality), as was the case under the EUTR and the FLEGT Regulations. The 
options will also assess whether products are free from deforestation and forest degradation. To this end, 
drawing on the evidence used in the problem definition and the outcome of the stakeholder consultation, 
the IA elaborates the relevant operational definitions. It defines forest as 'land spanning more than 
0.5 hectares with trees higher than 5 m and a canopy cover of more than 10 % (land-cover criteria), or trees 
able to reach these thresholds in situ. It does not include land that is predominantly under agricultural or 
urban land use'. This is the same definition as the one used by FAO, the difference being that the latter 
explicitly recognises certain tree plantations – namely rubber-wood, cork oak and Christmas tree plantations 
– as forests. Conversely, the IA suggests that 'all plantations are excluded from the definition of forest or 
otherwise converting pristine forest into some kinds of plantation would not be considered deforestation' 
(IA, pp. 27-28). The IA defines deforestation as: 'the conversion of forest to other land use, including 
conversion to plantations, independently whether human-induced or not'. This is also the FAO definition, 
only slightly modified to cover conversion to all plantations (p. 28). The IA defines forest degradation as: 
'changes within a forest which negatively affect its species composition, structure, and/or function and 
reduce the capacity to supply products, support biodiversity, and/or deliver services' (p. 28). The IA defines a 
'deforestation-free' product/commodity as one 'that has neither caused nor contributed towards 
deforestation or forest degradation' (p. 28). The IA considers 2020 as the preferable cut-off date, from which 
the products produced on newly deforested or degraded land will fall under the proposed initiative (p. 30).2 
The reasons for this choice are presented briefly and are six-fold: 1) it aligns with the UN SDGs on 
deforestation, 2) it will mitigate potentially negative social and economic impacts in partner countries, 3) it 
would moderate the immediate costs for operators, reducing the administrative and financial burden related 
to compliance, 4) it would reduce the likelihood of supply difficulties, commodity shortages or sudden price 
changes, 5) it ensures widespread availability of modern monitoring tools, and 6) it will match the main 
objective of this initiative (IA, p. 30). The cut-off date proposed in the IA is later than that recommended by 
Parliament, which wanted to set the date no later than 2015. 
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The IA provides a set of indicators and the corresponding data sources to monitor the achievement of the 
general and specific objectives. However, it does not set operational objectives defining concrete 
deliverables of policy actions, despite the recommendations of the BRG. The objectives of the IA only partially 
comply with the definition of SMART (specific, measurable, achievable, relevant and time-bound), as 
recommended by the BRG. 

Range of options considered 
Before proceeding to the options, the IA defines the product scope of the initiative. Following a literature 
review and an efficiency analysis based on a 2020 research paper, six commodities responsible for the bulk 
of the deforestation attributable to EU consumption ('embodied deforestation') are selected: palm oil, soy, 
wood, beef (cattle), cocoa and coffee (pp. 31-33). Contrary to Parliament's request in its resolution of 
22 October 2020, maize and rubber were discarded due to their relatively low impact on deforestation, while 
livestock other than cattle was not considered. In defining the range of products derived from those 
commodities to be covered by the instrument, the IA prefers a 'progressive scope', including the six 
commodities and certain derived products (e.g. leather, chocolate and furniture), as the scenario that 
optimally balances efficacy and implementability. The list, according to the IA, should be updated regularly 
by means of implementing legislation to reflect the latest insights (pp. 33-35). According to the IA, before the 
in-depth analysis of policy options, 11 out of 17 options were discarded after an initial viability screening 
(p. 44). The IA points out that many soft measures had been ruled out, as similar instruments had previously 
proven ineffective, and it recalls Parliament's preference for binding measures (pp. 46, 49). 

• Baseline 

The baseline scenario adopted in the IA models the deforestation and forest degradation impacts of EU 
consumption likely to occur if the current legislative framework were to persist. To do so, the evolution of EU 
imports of the identified commodities and derived products is projected, based on literature estimates and 
historical trends, up until 2030. Assuming the impact of those goods on deforestation to remain the same 
within that timeframe, the IA estimates the embodied deforestation between 2020 and 2030 to grow to 
2 516 800 ha (compared with 2 302 600 ha in 2009-2019), and annual emissions to grow to 1 103 000 MtCO2 
(1 021 8 MtCO2) under the baseline scenario (p. 36). 

Beyond the baseline ('do-nothing option'), five policy options are considered (pp. 38-43). All five options 
include a prohibition on placing on the EU market products that have not been produced and/or 
harvested in accordance with the 'deforestation-free' definition and with the laws of the country of 
origin (IA, p. 38). 

1 Policy option 1: improved mandatory due diligence system  

Policy options 1-4 are based on the due diligence system set up under the EUTR. Due diligence implies that 
all operators are required to gather, analyse and evaluate information regarding the risk of placing non-
'deforestation-free' products on the EU market, and to take adequate measures to mitigate this risk. Drawing 
on the result of the EUTR and FLEGT fitness check, the due diligence regime envisaged for policy options 1-4 
is improved with six added features (pp. 39-40): 

1.1 Relying on a 'deforestation-free' definition that allows for remote monitoring of uniformly 
applicable indicators is meant to increase the measures' effectiveness; 

1.2 Goods placed on the EU market are subject to stricter traceability obligations, requiring 
operators to ascertain relevant information on the country and area of production; 

1.3 Operators placing goods on the EU market must present a self-declaration of conformity to 
the competent customs authority; 

1.4 Customs authorities need to share information with other relevant enforcing authorities 
throughout the EU; 

1.5 Competent authorities must take specific 'necessary steps to detect possible breaches' if a 
natural or legal person submits substantiated concerns, or must justify any decision not to 
take action; 

1.6 Member States are expected to conduct inspections at minimum levels, i.e., covering a 
relevant share of imports. 

https://zenodo.org/record/4250532#.Yk7gqaZBxPZ
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2 Policy option 2: a benchmarking system and a list of contravening operators as a basis for 
a tiered and improved mandatory due diligence system (preferred option) 

Policy option 2 envisages two further additions to the improved mandatory due diligence system: 1) a 
country benchmarking system established by the Commission would assign originator countries to three 
groups according to the level of non-compliance risk: low, standard and high risk. Goods from lower-risk 
countries would be subject to simplified diligence duties. The list of countries would be made public and 
reviewed regularly; 2) a public 'shame list' of companies infringing the regulation. Companies could be 
removed from the list after a certain period without any proceedings regarding contravening behaviour 
being reported by the Member States (IA, pp. 41-42). 

3 Policy option 3: mandatory public certification combined with an improved due diligence 
requirement 

Under policy option 3, the EU would, in addition to the improved mandatory due diligence system, review 
mandatory public certification systems issued at country level (including by third countries). Only those 
systems found to be reliable in ensuring compliance with 'the requirements of the EU policy intervention' 
would be recognised. These systems would certify that certain goods are compliant with EU requirements, 
while operators sourcing these goods would be under 'simplified' due diligence obligations and could still be 
held liable in case of non-compliance (IA, p. 42). Although the IA here states that 'liability in case of non-
compliance' would be upheld 'as in option one', it does not explain what categories of damages such a liability 
regime would cover (e.g. social and environmental damages, as requested in Parliament's resolution of 
22 October 2020). Nor is it clear from the IA whether a regime of operators' liability is inherent in the due 
diligence system underlying options 1-4, or it is specific to options 1 and 3. 

4 Policy option 4: mandatory labelling combined with an improved due diligence requirement  

Under policy option 4, companies would be required, in addition to complying with the improved due 
diligence system, to signal such compliance to consumers by means of labels attached to the products, 
thereby increasing awareness about deforestation among the consumers (IA, p. 43). 

5 Policy option 5: deforestation-free requirement for placing on the EU market supported by 
benchmarking and country card systems 

This option does not rely on the due diligence system but on adapting the current EU rules on illegal, 
unreported and unregulated fishing (IUU). Several features are envisaged: a) public certification systems in 
producing countries, b) a benchmarking system, c) a country carding system, and d) penalties for EU 
operators not adhering to the laws and a list of contravening operators. Member States would inspect the 
imports and certificates, while the EU would monitor the national certification systems and develop 
benchmarks. 'Yellow cards' triggering a dialogue would be issued to countries experiencing serious 
deforestation and lacking adequate prevention measures. If no corrective measures were implemented 
subsequently, a 'red card' would then be issued banning all relevant products from those countries from 
being placed on the EU market (IA, p. 43). 

Although the number of options considered appears satisfactory, option 5 based on the IUU framework 
represents the only alternative to the improved due diligence system that forms the basis of options 1-4. The 
options' description could be more detailed to improve their clarity and accessibility to a non-specialised 
reader. Notably, it remains unclear to what extent producers within the EU, exports from the EU, and 
operators' liability are covered by the options considered. 

Assessment of impacts 
The IA assesses the options for their economic, environmental and social impacts. The estimated 
environmental benefits of the preferred option 2 amount to a reduction of EU-driven deforestation and forest 
degradation by more than 29 %, which means saving at least 71 920 hectares of forest annually as from 2030 
and an annual decrease in the emissions of carbon into the atmosphere by at least 31.9 million metric tons, 
which equates to at least €3.2 billion annually (IA, p. 73). Under the economic impacts, the IA mainly assesses 
costs to EU operators and public authorities. Thus, one-off costs of setting up a due diligence system are 
estimated to be between €5 000 and €90 000 per EU operator, while total recurrent costs for all operators 
between €158 million and €2.354 million per year. The EU administration would incur €337 000 in one-off 
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costs for establishing the benchmarking system. Total recurrent implementation and enforcement costs 
would amount to €15 million for the Member States' authorities and €168 000 for the EU administration per 
year (IA, pp. 74-75 and Annex 3). 

While policy options are expected to have positive social impacts in the long term (e.g. on governance and 
capacity building, participation of local communities and civil society, income distribution, social protection 
and social inclusion, workers' health and safety, among others), the IA admits that short-term impacts caused 
by EU operators shortening or simplifying supply chains may particularly impact smallholder farmers in third 
countries (the IA does not assess this impact, pp. 62-63). Furthermore, it argues that the cut-off date of 2020 
would significantly mitigate potentially negative social impacts and commodity shortages, although it does 
not substantiate these assertions with data. 

The IA addresses the territorial dimension to a certain extent by discussing a number of EU Member States 
(Belgium, Germany, Italy, Netherlands, Spain, Sweden), which are key importers of the focal commodities into 
the EU (IA, pp. 53-56). The IA admits that 'it is possible that changes brought about by the new initiative may 
impact some Member States more than others' (p. 55), but does not elaborate on the extent of these impacts 
in detail. Additionally, the IA argues that EU forests are considerably less exposed to deforestation and 
degradation than forests elsewhere, and that therefore the proposed initiative would have a lesser impact in 
the EU in terms of costs for operators sourcing relevant commodities domestically (IA, p. 14). Similarly, the IA 
states that the additional burden for these operators would be limited, as they are already under the 
obligation to apply national and EU laws (IA, p. 67). However, the IA report does not contain further details 
on this additional burden. 

Although the creation (as envisaged under the preferred option) of a public 'shame list' of companies 
infringing the regulation would warrant a fundamental rights assessment, the IA does not provide one. The 
IA acknowledges that the initiative 'may have an impact on the price of some commodities' (p. 52) and 
consumer prices (Annex, p. 90), but it does not assess these impacts or their implications for consumer 
behaviour more generally. The IA scores the options and compares them based on the mandatory criteria of 
efficiency, effectiveness and coherence, but not in regard to their proportionality as recommended by the 
BRG (IA, p. 83). The effectiveness of the preferred option to 'minimise placing of unsustainable products' is 
not scored, so the choice of the preferred option is not entirely evident from the comparison of options. 

SMEs / Competitiveness 

The IA states that the EU market for coffee, cocoa and palm oil is dominated by a relatively small number of 
large companies and does not provide information on the share of small and medium-sized enterprises 
(SMEs) among the EU operators (IA, pp. 54-55). Although the IA acknowledges that SMEs might be 
disproportionally affected, it only briefly touches upon potential challenges implied and argues that SMEs 
would benefit from lower costs of the simplified tiered due diligence system envisaged under the preferred 
option (IA Annex, pp. 105, 185). The basis for this argument is unclear in the absence of information about 
the share of SMEs or an SME test as detailed in Tool #22 of the BRG. More detailed consideration of impacts 
on SMEs would have been desirable, considering that the European Parliament also explicitly called for it in 
its above-mentioned resolution. Furthermore, the IA considers that operators sourcing commodities from 
low risk countries are likely to see increased competitiveness compared to operators sourcing from high risk 
countries, due to a reduced administrative burden to meet the due diligence requirements under the 
preferred option (IA, p. 73). However, the IA does not provide an estimate of this reduced administrative 
burden. The possible shift of non-deforestation-free exports to other markets outside the EU with less strict 
regulation is addressed under the risks of leakage, but the IA does not link it to the competitiveness of EU 
operators (p. 65-66). 

Simplification and other regulatory implications 

The IA briefly touches upon aspects related to coherence with other EU policy objectives (such as those 
embedded in the EU biodiversity strategy, the 'farm to fork' strategy and sustainable corporate governance), 
or to partnerships with producer countries and international cooperation with major consumer countries 
(p. 63-64). Coherence with EU trade policy or sustainable financing is not addressed. 

https://ec.europa.eu/info/sites/default/files/better-regulation-toolbox.pdf
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52020DC0380
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Impact on third countries 

The IA covers impacts on third countries in the section on trade implications (pp. 56-61). A potential shift in 
EU trade from high-risk to low-risk producer countries is expected under the preferred option, but it is not 
quantified. Economic and social impacts on third countries are discussed qualitatively (IA, pp. 73-76). The 
assessment is not very detailed and consists of snapshots of potential impacts on selected third countries, 
mainly due to reported significant uncertainties in measuring the impacts of the EU intervention on third 
countries (IA, p. 56, pp. 59-60). Annex 6 of the IA contains an overview of countries potentially impacted by 
the initiative based on Eurostat and World Bank data. This overview includes, among other countries, a list of 
the top 10 least developed countries by importance of EU imports for the exporting country's GDP (IA, p. 144). 
Additionally, Annex 6 of the IA contains four descriptive case studies: West Africa (cocoa), Brazil (beef), Asia 
(palm oil) and South America (soy), which provide background information on the production and import 
patterns, as well as sector information both for the EU and the producer countries. It is unclear why coffee is 
missing from the case selection, considering that its share in the contribution of EU-27 imported consumption 
to the risk of deforestation is the highest compared to other commodities (44 % vs. 36 % for cocoa, 25 % for 
soy, 19 % for palm oil, 13 % for wood and 5 % for cattle, according to the IA, pp. 17-18). 

Monitoring and evaluation 
The IA points out the need for establishing a reporting mechanism involving Member State authorities 'similar 
to that in place for the EUTR', but does not go into detail. The Commission expects the actual impact of the 
EU intervention to be relatively straightforward to monitor through satellite imagery (IA, pp. 85-86). Annex 6 
provides an overview of the satellite imagery tools that the IA deems apt, when linked to country-level 
production and trade data, to monitor deforestation and, to a lesser extent, forest degradation. A review of 
the system is envisaged to take place after five years of full operation. In addition, the Commission vows to 
consider an extension of the product scope one year after the regulation's entry into force (IA, p. 85). 

The IA defines two progress indicators. First, by measuring the hectares of deforestation and forest 
degradation 'provoked by EU consumption and production', the IA intends to monitor progress in attaining 
the objective of reducing EU-driven deforestation and forest degradation. Second, by monitoring trends in 
EU consumption of the goods within the intervention's scope, the IA intends to measure progress against the 
initiative's two objectives: a) minimising consumption of products from supply chains associated with 
deforestation or forest degradation, and b) increasing EU demand for and trade in legal and 'deforestation-
free' commodities and products. This second indicator, however, cannot as such be viewed as a suitable 
measurement of progress in attaining the objectives under a) and b). The IA does not explain how the 
consumption of goods within the regulation's scope – supposedly 'deforestation-free', once the regulation is 
fully implemented – would serve to gauge how the consumption of goods associated with deforestation is 
developing. Moreover, the IA fails to set concrete benchmarks or targets. 

Stakeholder consultation 
Stakeholders were first consulted on the inception IA between 5 February and 4 March 2020. An overview 
of the main issues to be addressed according to the 99 respondents is provided in Annex 2 of the IA (pp. 94-
102). Second, an online public consultation (OPC), targeting the general public and expert stakeholders, 
was held between 3 September and 10 December 2020, a period exceeding the 12-week requirement. With 
1 194 761 public responses, the OPC was the second most popular consultation in the history of the EU. As 
1 193 611 of the responses had been submitted through automatically-filled questionnaires as part of a 
campaign, these were filtered and analysed separately from the remaining 1 150 responses. Third, a detailed 
account is given in Annex 2 of the interviews, focus groups and the two targeted stakeholder meetings 
held on 2 October 2020 and 25 February 2021 as part of the Commission Expert Group/Multi-Stakeholder 
Platform on Protecting and Restoring the World's Forests (Annex, pp. 99-102). A synopsis report covering all 
stakeholder consultation activities undertaken as part of the IA is publicly available. 

In the IA text itself, stakeholder input is notably given weight in the consideration of the different policy 
options, in the discussion of the 'deforestation-free' definition, and regarding the cut-off date. Feedback from 
stakeholders is explicitly listed as a criterion used in the viability screening in which the final five policy 
options had been selected (IA, p. 45). Stakeholder feedback is also reported where it does not directly support 
the preferences adopted in the IA: on pp. 46-49, the IA explains in detail the Commission's reasoning in 

https://ec.europa.eu/info/law/better-regulation/have-your-say/initiatives/12137-Deforestation-and-forest-degradation-reducing-the-impact-of-products-placed-on-the-EU-market_en
https://ec.europa.eu/info/law/better-regulation/have-your-say/initiatives/12137-Deforestation-and-forest-degradation-reducing-the-impact-of-products-placed-on-the-EU-market/public-consultation_en
https://ec.europa.eu/environment/forests/pdf/Synopsis%20Report%20on%20Stakeholder%20Consultation.pdf
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discarding the voluntary partnership agreements and private certification systems that had been popular 
with some stakeholders. The individual responses to the questionnaires are presented in aggregated form 
only in Annex 2 (pp. 97-102), but in the main document the IA occasionally differentiates between positions 
taken by NGOs and businesses respectively (e.g. IA, p. 40). 

Supporting data and analytical methods used 
The IA is informed, among other sources, by the EUTR and FLEGT fitness check, the European added value 
assessment accompanying the European Parliament's resolution of 22 October 2022, a support study carried 
out by an external consortium of consultants, the results of the stakeholder consultation and recent 
academic, EU and intergovernmental sources. Overall, the evidence used in the IA is recent, relevant, 
systematically referenced and publicly accessible online, but there are several limitations to the analysis, 
which are nevertheless clearly stated throughout the report. For example, the IA admits the challenges 
involved in determining the degree to which trade, environmental, economic and social impacts related to 
deforestation and forest degradation in third countries could be a consequence of the EU intervention or 
rather the individual initiative of those countries to live up to commitments already made (IA, pp. 56-57). 
Similarly, the IA transparently reports on the assumptions of the analysis. Thus, the IA assumes a carbon price 
of €100 in 2030 (IA p. 50) and a higher effectiveness than for the EUTR (pp. 50-51).3 It furthermore applies the 
same EUTR ratio across the board to all commodities on the basis of import value when estimating the costs 
of due diligence for operators (p. 70) and assumes that benchmarking could include up to 134 countries 
(p. 75). Overall, the IA makes an effort to triangulate the data sources and to highlight the differences in the 
methodological approaches of the different sources used (e.g. on the baseline estimates, p. 37). Annex 4 
provides an explanation of the analytical tools used in the IA (pp. 106-108). The IA identifies the costs and 
benefits of all options and quantifies the costs, but only partially quantifies the benefits. 

Follow-up to the opinion of the Commission Regulatory Scrutiny Board 
The Regulatory Scrutiny Board (RSB) adopted a negative opinion on a draft version of the IA report on 7 May 
2021, noting that the report contained significant shortcomings. Firstly, the board mentions that the IA did 
not sufficiently take into account the lessons learned from the EUTR and FLEGT fitness check, especially 
regarding the effectiveness of due diligence. Secondly, the RSB observed that the report lacked clarity on the 
content of the options, how they were selected, how they relate to existing measures and how they were 
expected to address the problems. Thirdly, the report did not sufficiently assess the expected impacts of the 
policy options, especially on consumer prices, trade flows, third countries and SMEs. Finally, the RSB noted 
that the report was not clear on how effective this initiative could be in reducing deforestation and forest 
degradation globally. On 22 July 2021, the RSB adopted its second, positive opinion with reservations on the 
improved draft IA report, highlighting a number of shortcomings that still needed to be addressed. The RSB 
found that the report lacked clarity on the precise content of the preferred option. Moreover, the RSB 
observed that the report was not sufficiently transparent on how the options compared against the 
assessment criteria. Finally, the RSB noted that the IA did not sufficiently present the methodologies used for 
estimating environmental benefits and enforcement costs. The IA explains how it addressed the 
recommendations of both RSB opinions (Annex 1, pp. 89-92). Overall, the IA appears to have made an effort 
to incorporate most of these recommendations, but it does not assess the impacts on SMEs, consumer prices 
and third countries in sufficient detail. 

Coherence between the Commission's legislative proposal and IA 
While the preferred policy option envisages a public 'shame' list for contravening operators, there is no 
mention of such an instrument in the final legislative proposal. The ban on non-deforestation-free products, 
the improved due diligence system and the country benchmarking system are retained in the proposal. If a 
regime of operators' liability had in fact been implied in the preferred option 2 (as discussed in the description 
of the options above), it was not included in the proposal. Moreover, the policy options set out in the IA do 
not appear to cover exports from the EU, whereas these are explicitly covered by the proposal's provisions. 
Next, while the IA argues in favour of the 2020 cut-off date, implying that goods produced in 2020 would be 
included in the prohibition scope (see IA, pp. 30-31), the final proposal sets 31 December 2020 as the cut-off 
date, thus effectively excluding goods produced in 2020. As regards the legal definitions adopted in the 
proposal, these somewhat differ from the ones proposed in the IA. Notably, the proposal defines 

https://www.europarl.europa.eu/RegData/etudes/STUD/2020/654174/EPRS_STU(2020)654174_EN.pdf
https://ec.europa.eu/environment/forests/pdf/IA%20Deforestation%20-%20Final%20report.pdf
https://eur-lex.europa.eu/legal-content/EL/ALL/?uri=PI_COM:SEC(2021)395
https://eur-lex.europa.eu/legal-content/EL/ALL/?uri=PI_COM:SEC(2021)395
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'deforestation-free' more narrowly. Lastly, as regards the review procedure, the proposal envisages an 
additional 'first review process' to take place two years after the regulation's entry into force (p. 20), which is 
not considered in the IA. 

The present IA supports the Commission's proposal responding to Parliament's call for an EU legal framework 
to halt and reverse EU-driven global deforestation. Its problem definition is well substantiated and the 
number of options considered appears satisfactory, although four of them are based on an improved due 
diligence system and only the fifth is an alternative. Moreover, the IA transparently reports on the results of 
the stakeholder consultations. Overall, the data used throughout the IA is recent and reliable, its sources are 
systematically referenced and publicly accessible online. However, there are several limitations to the analysis 
that are transparently reported on in the IA, in particular with regard to impacts on third countries, which are 
analysed to a rather brief and general degree. Despite these limitations, the IA makes an effort to triangulate 
the data sources and highlight the methodological differences of the different sources used. Similarly, the IA 
is open about the assumptions of the analysis. Despite the effort that has been invested in writing it, the IA 
contains a number of shortcomings. Firstly, it remains largely unclear to what extent producers within the EU 
and exports from the EU are covered by the options considered, and what the impacts for operators sourcing 
relevant commodities domestically would be. Likewise, it is unclear whether the operators' liability – on which 
the European Parliament lays emphasis in its resolution – is covered by the options considered, as the 
description of the options considered is not detailed enough. Although the IA acknowledges that SMEs might 
be disproportionally affected, it only briefly touches upon the potential challenges expected. Similarly, the IA 
does not assess the impacts on consumer prices or competitiveness. Finally, the proposal seems to deviate 
from the IA with regard to the cut-off date and the additional review procedure. 

ENDNOTES 
1 See V. Halleux, Towards deforestation-free commodities and products in the EU, EPRS, European Parliament, February 2022. 
2 While the IA speaks of a cut-off date of 2020, the final proposal opted for 31 December 2020. 
3 The IA takes the higher end of the fitness check findings with regard to efficiency and assumes 29 % as a minimum, arguing that 

the improved due diligence justifies it. 

 

 

This briefing, prepared for the ENVI committee, analyses whether the principal criteria laid down in the Commission's Better 
Regulation Guidelines, as well as additional factors identified by the Parliament in its Impact Assessment Handbook, appear to be 
met by the IA. It does not attempt to deal with the substance of the proposal. 
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