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The chairman, Mr. Esko Aho, former Prime Minister of Finland, welcomed all members1 at this 2nd  
meeting. He reminded them of our role: these independent tripartite High Level Groups on EU Policy 
Innovation need to ‘think outside-the-box’, according to their original mandate from the 
Competitiveness Council.2  

 
 
Executive Summary 
 
The EU has amplified its efforts to combat deforestation through the Commission’s Deforestation 
Proposal, which aims to minimise the consumption of products coming from supply chains associated 
with deforestation and forest degradation. At the same time, the EU is also consolidating a European 
supply chain law, also known as the Due Diligence Proposal, that will require all companies above a 
certain size to exercise human rights and environmental due diligence along their supply chains 
regardless of their sector. 
 
The HLG addressed these issues by examining the challenges to the implementation of these policy 
proposals arising from the difficulty of conducting due diligence in non-EU areas, the lack of 
standardisation, and the difference between Europe and other areas of the globe in terms of 
deforestation, forest degradation, and their imports. In this context, the HLG also explored 
considerations for the innovation ecosystem approach with the view of creating an ecosystem where 
positive outcomes are created simultaneously with economically profitable businesses that can 
guarantee that everything is produced according to high standards. The discussion outlined guideline 
elements for the innovation ecosystem approach, which include identifying the practical steps to 
provide standardization and ensuring the Commission’s alignment on this.  
 
 
 
 

 

1 Members participate in their personal capacity. All recommendations for action and all ideas for further consideration have not always 
been agreed on by all members, but advice is based on a very wide consensus. The final version is written under responsibility of the 
chairman and the secretary general - https://www.highlevelgroup.eu/  
2 Council of the EU, 5-6 December 2011, Presidency Note.  

http://www.centrecondorcet.eu/
mailto:secretariat@highlevelgroup.eu
http://www.highlevelgroup.eu/
https://www.highlevelgroup.eu/


 

 

High Level Groups on EU Policy Innovation 
Centre Condorcet asbl | rue van Campenhout 22, BE-1000 Brussels  

EU Transparency Register 104824945116-03| www.centrecondorcet.eu 
+32 2 505 60 11 | secretariat@highlevelgroup.eu | www.highlevelgroup.eu 

HIGH LEVEL GROUPS 

on EU Policy Innovation 

Independent-Tripartite 

2 

Forestry & Biomaterials 

 
Practical solutions for wood product traceability were also addressed in a presentation by a leading 
EU forestry tech start-up, Xylene, who presented their model of operation and shared insights and 
information on a transparency and traceability solution for all producers and importers of products  
 
such as regulated raw materials. HLG considerations for functional traceability solutions included the 
need for a system where existing information can be fully utilized, as well as tools for industry and 
operators, and last but not least, the need to create an industry standard. 
 
 

I. Deforestation and the role of European Forestry in Global Supply Chains 
 
Around 178 million hectares of forest were lost over the last three decades, with the deforestation 
issue predominantly affecting tropical and sub-tropical regions in South America, Central Africa, and 
south-east Asia. Several studies showed that the main driver for global deforestation is agricultural 
expansion, which was found to cause 80% of global deforestation. In particular, soya, beef, and palm 
oil account for 80% of the global tropical deforestation.  
 
The EU consumption is central to the deforestation linked to international trade, as the EU is the 
world’s second-largest importer of commodities associated with deforestation and forest 
degradation. 
  
In this context, the EU efforts against deforestation have advanced through last year’s Commission 
proposal aimed at minimizing the consumption of products coming from supply chains associated with 
deforestation and forest degradation. 
 
The scope of the Deforestation Proposal is based on a product-focused approach by introducing a 
requirement that all products entering the EU must be free from deforestation and forest degradation 
and be deemed legal by the standards of the producing country. 
 
Among the commodities subject to the regulation are certain commodities and products (cattle, 
cocoa, coffee, palm oil, soy, wood, and products containing, fed with, or made using those 
commodities such as beef, pulp, and paper (except if bamboo-based or recycled). Operators and 
traders will need to demonstrate that the commodities were not grown or raised on land that was 
deforested or degraded after a specific date (currently 31 December 2020) before placing them on 
the EU market. Companies, including SMEs, will be required to collect information about the products 
they sell on the EU market to confirm they are not linked to deforestation. Member States will have 
access to product information and can conduct inspections of imports, respond to concerns, and will 
be able to suspend products if they pose serious deforestation risks.  
 
Several concerns were raised regarding the exclusion of rubber and rubber-related products from the 
initial list of commodities, as well as regarding the singular focus on forests, without the inclusion of 
other ecosystems such as savannahs, wetlands, and high biodiversity grasslands that are threatened 
by soy and cattle production.  
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Other reactions to the regulation signalled the need to clarify and improve the definitions of key 
concepts (i.e., forest, deforestation, forest degradation), the need to include requirements to respect 
human rights, the need to include equivalent due diligence requirements for EU-based financial 
institutions, recommendations to broaden the product scope and to set an earlier cut-off date before 
2020, as well as the importance of a robust enforcement framework. 
 
The EC legislative proposal on deforestation comes in the context of the parallel effort of the EU to 
consolidate a European supply chain law that will require all companies above a certain size to exercise 
human rights and environmental due diligence along their supply chains regardless of their sector. 

Indeed, EU Due Diligence Directive proposal requires businesses to set up regulations that detect, 
prevent, and mitigate human rights violations, such as child labour and environmental hazards in their 
supply chains. Further, it would apply to companies with more than 500 employees and annual 
revenues greater than 150 million euros (about $170 million), a group that includes approximately 
10,000 European businesses (1% of the total). The plan would also cover around 2,000 companies 
located outside the bloc but doing business in the European Union, with revenue exceeding €150 
million. The scope of the program is expected to be expanded in two years to more small businesses 
in sectors such as textiles, food products, and mining. 
 
 
Considerations for future policy measures on deforestation and due diligence  
 
Similar legislation is also happening in countries outside the EU, e.g., the UK. The practicality of doing 
this outside EU is however a challenge as it is difficult to do due diligence in non-EU areas and there is 
a complete lack of standardisation and these overall increases bureaucracy for the businesses.  
 
Further, the practical approach including specification of provisions towards the implementation of 
the future regulation could be facilitated by taking some elements from the Commission taxonomy 
proposal and using them as guidelines for the due diligence requirements. 
 
Further, the contextual conditions in Europe and globally are different and this needs to be 
considered. Also, the reasons of deforestation globally are unlike those of European forest 
degradation. In Europe, it is in fact important to find a way to fight against forest abandonment. 
Europe should also recognize the value of planted forests which provide a role to protect natural 
forests and their role should be valued across Europe. 
 
On imports, there are different types of imports and Europe needs imports to produce products. 
Competing against regions of the world with completely different forest practices would render no 
chance for a level playing field.  
 
The priority is therefore to focus on how Europe can take a leading position in bioeconomy. For 
example, the way biomaterials are currently incentivized should play a prominent role because these 
materials will compete with precious metals from outside of the EU, whereas Europe has a very solid 
and protected forest area with availability of wood as this key alternative material. 
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For this, the EU’s vision needs to fully incorporate the circular bioeconomy is and what role it can play 
in the future.  

 

 
Recommendations for workable deforestation traceable supply chain approach 

 
• Given the impact of EU regulations on third countries, such measures would require 

a period of collaboration with them in order to facilitate adaptation. Therefore joint 
working groups should be set up to elaborate a feasible pathway towards 
deforestation free value chains and to avoid upsetting the local social and economic 
conditions. 
 

• Companies in the value chain, in particular those higher up, should be involved in 
these joint working groups in order to develop a coherent transformation process 
and effective public-private partnerships to end deforestation and to offer 
alternative pathways for local populations. EU financial aid should be channelled to 
these transformation projects.   

 
• Preference must be given to digital solutions to control supply chains over 

bureaucratic ones because of higher efficacy and cost saving.  

 
• In order to avoid distortion of fair competition and product substitution, the 

deforestation proposal should apply generally, not restricted to certain sectors. 

 
• The EU should also consider if and how it can stimulate consumer awareness and 

behavioural change (as done over the past decade with product recycling).       

 

 
 

II. Wood product traceability solutions in practice  
 
Linking the current policy debate in the EU to practical solutions, a leading EU forestry tech start-up, 
Xylene, has been invited to share information on a transparency and traceability solution for all 
producers and importers of products like regulated raw materials, by enabling them to take control 
over their supply chain and comply with legislation and certifications. 
  
Their approach works hand in hand with European legal frameworks, such as the EUTR (European 
Union Timber Regulation), and allows for the tracking of the wood supply chain, at the same time 
validating the origin of the wood as certified or not. The company combines space technology, 
blockchain, and supply chain mapping to create a single source of truth for all parties, thus 
contributing to sustainable forestry. Technology allows for the sharing of the timber journey with the 
final consumer of forest products. 
 

http://www.centrecondorcet.eu/
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Indeed, traceability in the value chain is an important issue and it risks being dealt with in a 
bureaucratic way which will put the cost of all companies in the forest value chain. 
 
Considering the current supply chain disruptions, in today’s state of crisis, having visibility is the first 
step towards success. There are three problem areas to address through better visibility: 

• Covid-19 put supply chains into the spotlight, with only 2% of companies having visibility 
beyond T2. 

• Conscious consumers require companies to act and integrate sustainable practices, with 73% 
seeing sustainability and responsibility regarding products as a major concern. 

• There is a significant rise in new strict legislation targeted at more responsible operations. 
 
 

A Digital Toolkit contains two modules that help facilitate the visibility: 

• Mapping (visualisation of the value chain and risk analysis) ESG goals, Sustainability, 
Compliance. The mapping approach allows the customers to build a collaborative platform 
to exchange relevant documentation and certification, be on top of the actuality of this 
certification, and have another view of certain risk indicators. 

• Traceability (product flow transparency and customer engagement) 
  

A collaborative approach to achieving compliance with the legal frameworks is critical. The end-to-
end traceability module builds on a very simple approach that companies can take in collecting 
relevant information on raw materials. The tool helps identify the product in the first step, and tracing 
the raw materials gives an additional level of analysis which can give a clearer idea of the carbon print. 
For this, innovative technologies, including satellite navigation, IoT devices, blockchain, and ERP 
integration are used. The benefits for the EU companies stem from a cross-disciplinary approach to 
accelerate ROI and support the company’s sustainability, procurement, and marketing. 
 
Key focus areas for the future include taking action (as responsibility is pushed to other parties to take 
action), openness to innovate (as companies do not realise that they are in the driver’s seat), and legal 
consequences impacts (as there is weak legislation). 
  
A clearer definition of the Commission action plan could help increase the predictability for the 
industry and understand/comply better with the potential regulatory requirements.  
 
 
Considerations for functional traceability solutions in Europe 
 
The Commission considers that at the EU and global levels there is a problem of transparency and has 
introduced this corporate due diligence directive which puts potentially significant administrative 
requirements on companies. These will introduce more costs on companies, therefore the 
technologically innovative tools are useful to mitigate any adverse outcome of increased regulation. 
Software and tech solutions bring the possibility to pull all this information and increase visibility for 
the entire supply chain. 
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Transparency as well as independent assessment of environmental impacts of the supply chain is key. 
Towards this, tools should be created by industry and operators. Ideally, these efforts should be 
streamlined as to create an application that would assess the impact of the operations and supply 
chain on the Green Deal and the carbon neutrality assessment. There would be a good opportunity 
for the application to be implemented on a large scale when these impacts are factored in.  
 
Most companies have or can have transparency tools available, so the key question is to create an 
industry standard. If it combines information collected by harvesters, the created system will identify 
and track the product. But there are concerns about the complexity of such a system. 
 
The interoperability of systems is a challenge in achieving transparency and aggregating that data into 
a unique solution. To solve this challenge, standardization is needed. The EC is moving toward this 
direction through projects like Gaia-X which is creating a common layer for the industry to share data. 
Data from different partners should be shared while maintaining the confidentiality by creating a 
protected layer between the public and the private layers. 
 
In the end, the consumers will decide if this system works or not which can create added value for 
companies providing the information. Indeed, standardisation and consumers are two critical 
elements of ecosystem thinking.  
 
 

 
Recommendations for solutions for traceability in supply chain 

 
• OECD guidelines are not the same as in the EU regulation. Therefore,  a standard 

should be elaborated the sooner the better because it will serve all parties in the 
supply chain. A system is needed where the existing information can be fully 
utilized. There is no reason to necessarily use a new tool for collecting information, 
because all the data are there. 
 

• EU-funded acceleration programs and these activities have opened a lot of doors 
for all participating organisations. One difficult aspect is identifying suitable 
programs. Having some more transparency on the availability of programs and 
better relating support with emerging research opportunities would help EU 
competitiveness and innovation. 
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III. Achieving a strategic target for Europe – innovative ecosystem approach 
 
A starting point underlined the importance of making a distinction between the innovation ecosystem 
and the general bioeconomy ecosystem. There is a need for good infrastructure, education 
investments, standardisation, and funding systems and then one should identify the specific tools and 
how to create new innovative companies or get existing companies to invest in more developed 
products in the future. 
 
Failing in one area would result in general failure. There is a need to create an ecosystem where 
positive outcomes are created simultaneously with economically profitable businesses that can 
guarantee that everything is produced according to high standards. 
 
A guide on the innovation ecosystem approach 
 
For the start, it is key to present a list of dimensions of an ecosystem and then asking the opinion of 
the businesses. The list is an outcome of the previous HLG discussions.  
 
In this context, it was noted that the latest IPCC report marked forestry as a massive way of mitigating 
the effects of CO2 but also talked about the benefits of the ecological use of wood in products. The 
need to identify the practical roots was underlined, i.e., what needs to be done to get to the points 
set. These practical steps revolve around who is going to do the work, provide this standardization 
and make sure that the various forces within the Commission are aligned on this. 
A specific issue to include in the EU discussion is the urgency element and the debate around scarce 
minerals - the call that needs to go out is that there is a certain urgency that can be used so that the 
green revolution is taken forward. 
 

 
Recommendations for innovative ecosystem approach 

 
• In a strong innovation ecosystem, skilled people are needed. Brussels should 

stimulate the mobility of people, including between academia and business by 
ensuring that all members states fully implement the ERA and that all practical 
issues for scientist mobility are solved.3  

• The idea of the role of the sector and the potential of this sector to simultaneously 
save the world and create real new business opportunities for Europe requires 
understanding its potential correctly. This should be followed by the practice, i.e., 

what kind of efforts companies must do to achieve all these targets simultaneously. 
 

 
7 June 2022 

 

3 HLG on Innovation Policy, report February 2020 
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