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 This e-book explores the drivers behind deforestation regulations, the evolving global
policy landscape, and common compliance challenges. It also outlines how Source

Intelligence’s EUDR solution helps companies simplify due diligence, manage supplier data,
and align with deforestation-free requirements at scale.

Deforestation is an urgent global issue impacting biodiversity, climate stability, and
human rights. The devastating effects of forest loss—including reduced carbon storage,
habitat destruction, and biodiversity collapse—have led governments around the world to
adopt legislation requiring deforestation-free supply chains. These laws mandate that
companies ensure the products they source and sell are both legally sourced and do not
contribute to the destruction of the world’s forests. 

To remain compliant, companies must assess how their supply chains intersect with
deforestation risks and meet the requirements of emerging regulations such as the
European Union Deforestation Regulation (EUDR), the United States Lacey Act, and
others. This typically involves working closely with suppliers, conducting thorough due
diligence, and meeting documentation and reporting standards. Through compliance,
businesses can play a critical role in preserving global forests and promoting responsible
sourcing practices. 
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Deforestation is defined as the intentional clearing of forested land for a particular non-
forest use, such as agriculture, cattle ranching, logging, mining, and the extraction of oil
and gas. [1] While deforestation has occurred around the world for centuries, current-day
deforestation is primarily driven by agricultural expansion, which is responsible for about 90
percent of global forest loss. [2] This expansion is fueled by worldwide consumption and
the demand for food and agricultural products. Under a growing global population, this
demand continues to increase, and the felling of forests continues at alarming rates. [3]

Why deforestation matters
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What’s driving modern deforestation

While several commodities and related products are linked to deforestation, beef cattle,
soy, palm oil, and wood products are the primary drivers. These commodities alone
account for nearly three-quarters of global deforestation. [4]

The top commodities behind forest loss
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Pasture expansion for raising cattle is responsible for about 41 percent of deforestation,
which is 10 percent more than the three remaining primary commodities combined. Most
deforestation attributed to cattle production occurs in the tropical forests of Latin
America and Africa. 

Beef is raised to produce meat, dairy, and byproducts (internal organs, hides, hooves,
horns, etc.). Beef byproducts are used in the manufacturing of numerous consumer
products, such as leather, instrument strings, adhesives, lotion, paint, and fireworks. [4] 

Beef cattle
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Wood products are responsible for about 13 percent of deforestation. In Europe and North
America, trees are primarily grown on previously unforested land or managed plantation
forests. However, in most tropical countries, trees are sourced from the logging of primary
rainforests, destroying them in the process. The rainforests of Indonesia and elsewhere in
Asia have been impacted significantly by logging and forest degradation. [4] 

Wood products fall under two categories: pulp and timber. Pulp, made from tree fibers, is
used in producing paper and related products, such as paper towels, books, and packaging.
Timber is used for construction, furniture manufacturing, and fuel. 

Other types of agricultural production driving deforestation at a lower rate include cereals,
vegetables, fruit, nuts, rice, sugar, and plant-based fibers. [4] Other deforestation drivers
beyond agricultural production include settlement expansion, infrastructure expansion,
and mineral mining. 

Wood products

Palm oil is the most widely used vegetable oil in the world and is found in countless
everyday products, including lipstick, instant noodles, detergent, and soap. Soybeans, on
the other hand, are primarily grown for livestock feed, biofuel, and oil—about 93 percent of
global production goes to these uses.  

Soybean oil appears in many common food items like margarine, mayonnaise, salad
dressings, and frozen meals. While soy-based foods such as tofu and soy milk are
sometimes blamed for driving deforestation, they actually account for just 7 percent of
global soybean use. Growing soy for human consumption has a much smaller deforestation
footprint than growing it to feed livestock. [4]
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Farmland expansion for oilseed production accounts for about 18 percent of
deforestation. Soybean and palm oil dominate the oilseed industry, but several other
smaller commodities like sesame, rapeseed, and sunflower oil are included in this
category. Palm oil is primarily sourced in Indonesia, while soybean oil is the most common
oilseed in Latin America. [4] 

Soy & palm oil
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Habitat loss

Deforestation is a major contributor to climate change. Trees play a vital role in absorbing
carbon dioxide, a greenhouse gas that contributes to atmospheric warming. As forests
disappear, the carbon stored in both the trees and the soil is released into the atmosphere,
exacerbating the problem. Furthermore, clearing forested land requires heavy machinery
which usually consumes fossil fuels, also emitting greenhouse gases.  

Climate change

One of the most immediate consequences of deforestation is the loss of habitat for
countless species of plants and animals, leading to a decline in biodiversity. Forests are
home to about 300 million people and over 80% of the world's terrestrial biodiversity.
However, due to the destruction of ecosystems caused by deforestation, the world is losing
species at an alarming rate. Some estimates suggest that deforestation of tropical forests
could lead to the loss of as many as 100 species a day. This includes critically endangered
species such as orangutans, pygmy elephants, and the Sumatran tiger. [5]

Deforestation leads to soil erosion, as the protective cover of trees is removed, leaving the
soil vulnerable to erosion by wind and rain. This, in turn, hampers agricultural productivity
and threatens food security for communities that rely on land for sustenance. Flood risk
also increases due to reduced interception. 

Soil erosion
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The world loses 10 million hectares of forest each year due to deforestation; one hectare
equals about 2.47 acres (or two American football fields). The continents most affected by
deforestation are Africa, South America, and Asia (specifically in the southeast regions).
[5] Despite deforestation rates slowly declining in recent years, it continues to cause far-
reaching negative impacts on our planet. Three of the most significant impacts include
habitat loss, climate change, and soil erosion. 

The global impact of deforestation 



As the devastating effects of deforestation continue to intensify, governments from several
nations have put forth laws to combat these issues and slow the rates of deforestation and
forest degradation. These laws are essential tools in the battle against deforestation, as
they hold companies accountable for their sourcing practices and encourage the use of
legal and sustainable commodities. Through compliance, businesses can play a significant
role in preserving the world’s forests. 

Three examples of such laws are the European Union Deforestation Regulation (EUDR), the
United Kingdom Timber and Timber Products Placing on the Market Regulations (UKTR), and
the United States Lacey Act. 
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The European Union Deforestation Regulation (EUDR)

The EUDR, otherwise known as Regulation (EU) 2023/1115, entered into force in June of 2023
and repealed the EU Timber Regulation. With strict criteria and requirements for certain
commodities and their derivatives, the regulation ensures that a broader range of products
(beyond timber) placed on the EU market are deforestation-free and compliant with relevant
domestic legislation (from human rights to environmental impact). It also promotes
transparency and traceability in supply chains, making it easier for consumers to make
informed choices about the products they purchase.  

As outlined by the European Commission, the EU Deforestation Regulation has three
primary objectives:  

Prevent products that contribute to global deforestation and forest degradation from
entering/leaving the EU market  
Retain forests that store CO2 and shrink the EU’s carbon footprint by reducing carbon
emissions generated from the production and consumption of certain commodities  
Address deforestation and forest degradation caused by agricultural expansion to
produce certain commodities [7] 

Overview
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Global regulations addressing
deforestation



Although the EUDR is already in force, companies have until December 30, 2025 to fully
implement the required due diligence process. Micro and small enterprises have been
granted an extended deadline of June 30, 2026. While the one-year delay from the original
deadlines provides additional time to prepare, the timeline is already tightened. Companies
must act quickly to establish the necessary data collection, risk assessment, and supply
chain traceability processes before enforcement begins. 
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The EUDR applies to operators and traders, excluding Small and Medium-sized Enterprises
(SMEs), that import products into the EU market. The regulation has expanded commodity
criteria beyond the scope of the original EU Timber Regulation, focusing on additional
commodities known to contribute the most to global deforestation and forest degradation
due to their demand for space and required agricultural expansion. Currently, the EUDR has
seven commodities within its scope:  

Timber  
Beef  
Palm oil  
Soy  
Coffee  
Cocoa  
Rubber 

Certain derivatives of these commodities, such as leather, chocolate, and furniture are also
in scope. [7]

Scope
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Compliance requirements
EUDR compliance requires operators and traders who are not SMEs to implement a due
diligence system to prevent products linked to deforestation from entering the EU market.
This process includes collecting detailed commodity and production data, assessing
deforestation and legal sourcing risks, and implementing appropriate risk mitigation
measures. 

To demonstrate compliance, companies must submit a due diligence statement through EU
TRACES, the EU’s centralized information system. They must also retain all due diligence
documentation for five years to ensure traceability and allow for regulatory oversight. [7]
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The UK Timber and Timber Products Placing on the
Market Regulations (UKTR)

UKTR & UK FLEGT compliance is mandatory for companies that: 

Buy and sell timber or timber products already on the Great Britain market (traders) 
Place timber or timber products on the Great Britain market (operators) 

Imported and domestic timber, along with a wide range of timber products (pulp, paper,
furniture, etc.), are within the scope of the regulations. The products specifically covered
by FLEGT are outlined in the UK’s Voluntary Partnership Agreement with Indonesia. [8]  

Overview
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Companies are expected to work closely with their first-tier suppliers, as both parties are
responsible for collecting and providing the data needed to fulfill due diligence
requirements. 

To support enforcement, the EU has introduced a benchmarking framework that assigns
deforestation risk levels to countries. While only a few countries have been designated high
risk so far, companies are still required to conduct full due diligence regardless of a
country’s classification. 

After completing these compliance obligations, companies must submit a statement to an
Information System confirming that they have successfully conducted due diligence and
that the products they place on the market comply with the regulation’s rules. [7]  

The UKTR, implemented in 2021, ensures that timber and timber products placed on the
UK market are legally harvested. The UKTR is accompanied by the UK Forest Law
Enforcement, Governance and Trade Regulations (UK FLEGT). While both were
implemented in 2021, they are separate regulatory regimes with their own respective
regulations. [8] 

Scope

https://www.gov.uk/government/publications/cs-indonesia-no12019-ukindonesia-voluntary-partnership-agreement-on-forest-law-enforcement-governance-and-trade-in-timber-products
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All timber species in composites must be considered for compliance separately unless
composites are a mix of virgin and recycled timber, in which case only the virgin timber
must undergo assessment. Traders and operators have separate compliance requirements
under the UKTR and UK FLEGT: 

Traders must document who they buy timber/timber products from and who they sell
them to 
Operators must exercise due diligence to ensure that they are not placing illegally
harvested timber on the Great Britain market  

Operators must follow this three-step due diligence system: 

Gather information about the timber (species, quantity, country of origin, etc.) 
Assess the risk of the timber's legality using the criteria outlined in the regulations 

If risk is identified, respond appropriately to mitigate this risk by gathering more
information or making additional attempts to verify legality. [8] 

A due diligence guide is available to help companies navigate the compliance process. 

Compliance requirements
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The U.S. Lacey Act 

The U.S. Lacey Act is the country’s oldest wildlife protection law. Passed in 1900 as the first
federal law of its kind, the Act originally prohibited the trafficking of illegally sourced game
animals, mainly birds and mammals. Protections have since been extended to a broader
range of animals, plants, and plant products with various amendments, such as those of
1981 and 2008. Today, the Lacey Act protects: 

All plants, including trees and shrubs 
Wild animals, fish, and birds 
Any product derived from these plants or animals [6] 

Overview
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https://blog.sourceintelligence.com/lacey-act-compliance-and-your-business?utm_campaign=10236459-2025%20EUDR&utm_source=e-book&utm_medium=Achieving%20a%20Deforestation%20Free%20Supply%20Chain&utm_term=blog
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Scope

Compliance with the Lacey Act revolves around due diligence, meaning companies must
be certain about the origins of their products and materials. To comply with the Lacey Act,
companies must first assess if any imported goods or products contain plant material,
including wood. When certain other conditions are met and legality is confirmed, filing a
Lacey Act Declaration is required.  

A Lacey Act Declaration can be filed both electronically and on paper. The declaration
must contain extensive information, including (but not limited to): 

Scientific plant names 
Country of harvest 
Product value (USD) 
Quantity of plant material in the shipment 
Supplier information 
HTS Code 
Percentage of recycled content 

The United States Department of Agriculture offers a free declaration template to simplify
the process. [6] 

Compliance requirements
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Companies that import, source, manufacture, or trade plant products, such as paper,
must comply with the Lacey Act. Industries associated with wildlife (dead or alive),
including body parts and any products derived from them, are also in the scope of
compliance obligations. Due to the wide range of products covered under the Lacey Act,
awareness of material composition is crucial. [6] 

In addition to global regulations, trade agreements are also used as legal instruments for
promoting sustainable forest management. Trade agreements are crucial to improving
forest regulation, including forest restoration, habitat preservation, and sustainable use.
Two examples of trade agreements related to deforestation are the EU FLEGT Action Plan
and CITES. 

Trade agreements

https://www.aphis.usda.gov/sites/default/files/ppq505.pdf
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The EU’s Forest Law Enforcement, Governance, and Trade (FLEGT) Action Plan,
introduced in 2003, aims to reduce illegal logging by promoting sustainable forest
management, strengthening forest governance, and encouraging trade in legally
harvested timber. One key mechanism of FLEGT is the establishment of Voluntary
Partnership Agreements (VPAs) between the EU and timber-producing countries outside
the EU. 

Countries that enter a VPA can issue FLEGT licenses, which verify that timber has been
harvested legally and meets the requirements of the EU Timber Regulation (EUTR).
However, under the EU Deforestation Regulation (EUDR), timber must also be shown to be
deforestation-free. As a result, while FLEGT-licensed timber guarantees compliance with
the EUTR, it does not automatically meet EUDR requirements. 

Timber from countries without a VPA may still be placed on the EU market, but importers
must demonstrate legal sourcing through other forms of due diligence, as FLEGT licenses
are not available from those countries. [9] 

The Convention on International Trade in Endangered Species of Wild Fauna and Flora
(CITES) is a multilateral environmental agreement that ensures the international trade of
plants and animals does not threaten their survival in the wild. CITES is made up of over
180 member countries and the European Union. Under CITES, over 40,000 species of
plants and animals are protected at varying levels. The CITES permit and certificate
system verifies that trade of the protected species is legal, sustainable and traceable in
accordance with the standards set by convention. [10] 

Companies should note that timber products accompanied by a valid CITES permit or
FLEGT license are considered legal under the UK Timber Regulation (UKTR). 

CITES
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EU FLEGT Action Plan
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A few examples of sustainability certifications and standards in mitigating deforestation
include: 

Forest Stewardship Council (FSC) Certification 
Sustainable Forestry Initiative (SFI) Certification 
Program for the Endorsement of Forest Certification (PEFC) 
Reducing Emissions from Deforestation and Forest Degradation in Developing
Countries (REDD+) and Carbon Offset Verification 
Roundtable for Sustainable Biomaterials (RSB) 
Rainforest Alliance Certification 
Scientific Certification Systems (SCS) Global Services’ Sustainably Grown Program 
Round Table on Responsible Soy Association (RTRS) 
Roundtable on Sustainable Palm Oil (RSPO) 
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While these certifications are important and helpful in promoting deforestation-free
supply chains, companies should note that these certifications do not serve as
replacements for due diligence and reporting requirements mandated under regulations
such as the EUDR and the Lacey Act. 

Beyond regulations and trade agreements, sustainability certifications and standards are
another solution for tackling deforestation. Several third-party certification and
verification standards are available to confirm legal and deforestation-free practices in
tree plantations, agricultural production, cattle raising, and other land usage. Third-party
certification assessments typically examine the entire supply chain, starting with where
the commodity was sourced, such as a forest, tree plantation, or farm. 

Sustainability certifications
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Barriers to building
deforestation-free supply chains 

Complying with global deforestation regulations is essential—but not simple. Companies
face major challenges in eliminating deforestation from their supply chains.

Regulatory complexity
Determining which laws apply—and which commodities and products fall within scope—can
be difficult. Regulations differ by region and may change over time, requiring companies to
monitor evolving requirements and ensure continued alignment. 

Limited supply chain visibility
Tracing materials beyond direct suppliers is one of the biggest obstacles. Many companies
lack transparency into sub-tier supply chains, which makes it difficult to identify sourcing
regions, confirm legality, or assess deforestation risk. 

Inconsistent supplier data
Collecting accurate and complete data from suppliers is a persistent challenge. Suppliers
may be unfamiliar with reporting expectations or unable to share traceability information,
particularly in high-risk sourcing regions. 

Risk assessment and mitigation
Deforestation and legal sourcing risks vary widely by commodity, origin, and regulation.
Assessing these risks—and implementing appropriate mitigation strategies—requires both
in-depth knowledge and substantial resources.

Reporting and recordkeeping 
Each regulation has its own requirements for documenting due diligence efforts and
submitting compliance statements. Companies must manage detailed documentation and
maintain records—often for multiple years—to demonstrate ongoing compliance. 

Enforcement exposure
Failure to comply with deforestation regulations can lead to serious consequences,
including blocked shipments, product withdrawals, reputational damage, and financial
penalties. Proactive preparation is essential to avoid disruptions and protect brand
integrity. 
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Manage deforestation risk with
purpose-built software

Staying compliant with global deforestation regulations—such as the EUDR, Lacey Act,
and UKTR—requires more than basic supply chain transparency. Companies must collect
detailed supplier and product data, assess risk across tiers, and provide documentation to
support compliance across multiple regions. That’s a heavy lift for teams without the
resources or systems in place to manage complex due diligence workflows. 

Source Intelligence’s EUDR solution
Source Intelligence’s EUDR solution is built to simplify the due diligence process. While
each regulation has its own requirements, our platform helps companies fulfill specific due
diligence obligations under the EUDR with greater efficiency. It supports the full process
outlined by the European Commission—automating data collection, surfacing risk through
integrated analysis, and connecting directly to EU TRACES for seamless submission of due
diligence statements. 

Using our EUDR solution, businesses can identify deforestation risks earlier, validate
supplier data in real time, and ensure that sourced materials meet deforestation-free and
legal sourcing standards. The platform enables companies to:

Enhance supply chain visibility
Track sourcing activity in real time to spot gaps, confirm traceability, and confidently
demonstrate compliance. 

Boost efficiency
Save time and reduce manual work with automation and a direct connection to EU TRACES for
due diligence submissions. 

Identify risks faster
Improve data quality and surface deforestation and sourcing risks earlier—enabling quicker,
more informed decisions. 

Minimize compliance risks
Proactively flag high-risk suppliers and sourcing areas using satellite monitoring, certifications,
and harvest location data. 
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Schedule a demo

We’re here to help you source responsibly and meet evolving deforestation regulations.
Schedule a demo to explore our EUDR solution and learn how we can help your business
simplify due diligence and reduce risk at scale. 

Schedule a demo
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https://www.sourceintelligence.com/schedule-a-demo?utm_campaign=2023+Deforestation&utm_source=PDF&utm_content=Deforestation_E-book
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