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Do you know where is the origin of your leather shoes
or bags?
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Exporter Importer
BRAZIL X, 5 omay

Commodity Year
X, SKINS, HIDES, AND LEATHER X, 2015

Units

© Value (US $)
Weight

0.3%

Share of
global other
agricultural
products trade

Brazil

Scale

e $90M
—— $180m

—< $360m

Source: Chatham House, 2017, Resource Trade
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Setting the RQ1.

background: Deforestation as a
business risk

Methodology

and RQs

RQ 2. Checking
awareness among
Italian tanneries
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* Brazil loses more forests than any
other country in the world = 984
000 ha.yr! (FAO 2016);

¢ After significant gain in reducing
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numbers are back on the rise;

e Agriculture is responsible for x91%
of deforestation in Brazil
(Hosonuma et al. 2012):

— 58% Commercial
— 33% Subsistence
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deforestation in the Amazon region,

Desmatamento na Amazonia Legal (km?/ano)

Brazil — cattle ranching and deforestation '....
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Efetivo de bovinos
[ Até 1 milhgo
[ Mais de 1 a 7 milhdes

Bl Mais de 19 a 25 milhdes
B Mais de 25 a 31 milhdes

Bovinos abatidos
Até 0,4 milhao
Mais de 0,4 a 1 milhao

Mais de 1 a 2 milhdes

Mais de 2 a 3 milhdes
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Mais de 3 a 4 milhoes

Mais de 4 a 5 milhoes
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Source: IBGE 2016

Brazil — cattle ranching and deforestation '....
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{@ Italy - Leather industry -.--.

Lombardy . %/}, ll..
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Z \ Veneto 53%
v 4 "«,/////¢ ° Leather products per destination
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5%

Tuscany
¥ Footwear

B | eather goods

B Furniture
K > B Car interior
il
H B Garments and
§§ The year of 2015 gloves
%  Value of production: 5.2 billion EUR
w * Exports: 4 billion EUR
w Source: UNIC, 2016

)

Research Questions and methods '..-.

Does the issue of deforestation present a business risk for Italian
leather industry? (RQ1)

* Literature review
* Trade data

Land Environment Resources and Health (L.E.R.

DOCTORAL COURSE

Content analysis of
the website content
Preliminary
interviews

What is the level of awareness about upstream processes among

Italian tanneries? Is it being publicly communicated? (RQ 2)

What are the potential marketing opportunities for the industry in
investing in full traceability and deforestation free supply chains? Are
zero deforestation commitments suitable tool? (RQ 3)

Preliminary interviews

Literature review
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RQ 1. Deforestation as a business risk
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§ Trade data
g
Businesses directly linked to
agricultural activities
WV,
N\
Increasing global concern and

involvement over deforestation
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« REDD+ schemes e Paris Climate }I;gfel;::
& related policy Agreement Alliance (TFA)
instruments
¢ The New York
* UNFCC e EUFLEGT Declaration on

Forests

* Failure of national  «  Rise of international ~ °  Rise of third party initiatives » Awareness and responsibilities
govemments’ to governance and public-private of businesses & financial
address the issue

partnerships institutions

FSC, RSPO, RTSB
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RQ 1. Deforestation as a business risk ....

Businesses directly linked to
agricultural activities
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g i.e.

g * CDP reports, 41% recognize operational, *NGO Greenpeace,
47% reputational and 37% regulatory risks rr:plc:tr:tsigrr::l FERN,
related to cattle production and s s

deforestation.

eIncreasing
consumer
awareness i.e. IKEA
: tainability
: : Increasin, S
i.e. “Deforestation cucsti?;erg programme
” .
gg free” labels; awareness and
8 Consumer Goods demand for
g% Forum information
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RQ 1. Deforestation as a business risk .....

Indonesia
Taipei, Chinese

Germany

Land Environment Resources and Health (L.E.RH.

DOCTORAL COURSE

Korea, Republic of
Thailand

Mexico

Hong Kong, China
Hungary

Viet Nam

United States of America

Italy
%g 0 500000 1000000 1500000 2000000 2500000 3000000 3500000
%g B Exported value in 2012 m Exported value in 2013 m Exported value in 2014  m Exported value in 2015  m Exported value in 2016
22
L& Figure 1 List of importing markets for a product exported by Brazil. Product: 41 Raw hides and skins (other than furskins) and leather
Eﬁ Source: ITC, 2017; UN COMTRADE 2016
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Businesses directly linked to
agricultural activities

sing global concern and
nt over deforestation

RQ 1. Deforestation as a business risk

=250 -
Tanneries IBGE database 33 certified (LWG)
17 Gold certificates
Sources: CICB and ApexBrasil 2017
Leather
producers
‘et-blue
Sgr_m-ﬁmshed Hong Kong Italia
o Finished .
Intermediaries Domestic
Market
(=33%)

Brazil \/\/\/
ltaly

In 2016:

* =67% Brazilian leather

production is exported
(value) paises
s 32,6%
» USS$ 2,033 Billions
Source: CICB 2016a
Sources: IBGE 2017, Walker, Patel and Kalif 2013, CICB and ApexBrasil 2017, IBGE 2002, CICB 2016a * Graph does not include manufactured leather products exported
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RQ 2. What is the level of awareness among Italian tanneries?

Tannearies public communication

forest . 4

treaceability I 0

Key-words

origin - 17

Frequency of keyword use by value

environment N -2

Number of Companies

70

0 20 40 60 80 100 60

Relative value (%) g s

40

Figure 2. Overall scoring of keywords 30
20

10

0

forest treaceability origin environment

H0 - No mention 1 - Brief mention 2 - Mention with additional information

Key words:

", ” i~in? 1y HH ” o, H ”
fOI’ESt , origin’, raceablllty , ‘environment”. Figure 3. Number of companies scoring at each category
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RQ 2. What is the level of awareness among Italian tanneries?
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The Italian tanning industry (UNIC 2017) perceives itself as
the “the precursor of the circular economy” (p.24) for
making use of a by-product of the meat industry and
understands its “raw material [as] inelastic and strictly
related to meat market dynamics” (p.26).
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RQ 3. Way forward

Zero deforestation
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Zero deforestation
commitment as a
tool?

Zero gross deforestation Zero net deforestation

§§ No loss of forest cover over a given Some forest loss could be offset by
§§ time period caused by conversion forest restoration & is not synonymous
i § of forest to nonforested land... with a total prohibition on

LL" forest clearing...

<
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RQ 3. Way forward

v Xi) 380,000 480,000 2,710,000
500

00 Zero deforestation
[ . 2
Companies without commitment:
300 Commodity Commitment
[
200 Companies with
Commodity Commitment
100 ]
Annual Tropical Forest
- Loss (hectares)*
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# of Companies Tracked
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Conclusion

» Deforestation is becoming an increasing business risk due to rise in global transparency and surveillance
tools

DOCTORAL COURSE

» Although deforestation was revealed as an important concern during personal communication and
interviews with tannery managers 2016-2017), there is a significant lack of consistent public
communication of the issue.

» Communicating contentious issues, such as deforestation, appears to be more closely related to lack of
transparency than with awareness per se.

» Businesses might find it difficult to communicate negative aspects of their supply chain, fearing reprisal for
their “not enough” evolution towards established goals.

» The landscape of zero deforestation commitments, i.e. baseline years, typology, terminology, indicators,
etc. makes it difficult for businesses to commit

* The very nature of the leather supply chain makes it challenging to put forward commitments
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Thank you!
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For any inquires please contact:

Davide Pettenella davide.pettenella@unipd.it

Mauro Masiero mauro.masiero@unipd.it

Aynur Mammadova Aynur.mammadova@student.unipd.it
Caroline Sartorato carol.srto@gmail.com
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