BRIEFING

Why the EU Deforestation Regulation must cover leather

Summary

e Asthe Commission enters the rollout phase of the EU Deforestation Regulation (EUDR), it is
crucial that decisions on product scope are guided by scientific evidence and environmental
impact, rather than influenced by carve-outs in apparent response to industry pressure.

e In particular, the Regulation must continue to apply to hides and prepared leather from
cattle (HS Codes 4101, 4104 and 4107), in order to tackle the impact of EU consumption in
driving deforestation.

e Excluding cowhides from the EUDR would introduce a clear inconsistency in the policy: beef
originating from cattle raised on deforested land would be restricted, yet the hide of that
very same animal could still circulate without limitation within the single market.

e Brazil alone is responsible for a quarter of the world’s commodity-driven deforestation and
cattle is responsible for 81% of this.! The EU is a major destination market for Brazilian
bovine hides used by the leather industry. Multiple investigations have identified links
between leather supply chains serving European fashion and automotive sectors and
deforestation, illegal practices and human rights violations.

e Far from being a waste or secondary by-product, leather functions as a powerful economic
driver in its own right, actively incentivising cattle production and thereby directly
contributing to environmental and social harm.

e The challenge of traceability is no greater for the leather sector than other commaodities.
The majority of the EU’'s cowhides are sourced from countries with cattle traceability, some
of the world’s biggest meatpackers already have traceability systems, and other
improvements are underway in key markets. The leather sector is therefore well positioned
to ensure a traceable hide supply to meet the EUDR’s requirements.

e Including leather alongside beef within the EUDR is essential to avoid a significant
regulatory gap that would weaken the effectiveness of the EU’s deforestation policy
framework, and to incentivise greater transparency and sustainability across cattle and
leather supply chains.

Cattle ranching is a leading driver of deforestation - particularly in
Brazil

A recent study in Nature Food found that cattle production for meat and leather was the largest driver of
commodity-driven deforestation in the world between 2001 and 2022, accounting for 42% of the
deforestation — an area roughly the size of Spain (~51 million ha) — and 52% of associated carbon
emissions.?

Cattle-driven deforestation in Brazil accounted for 26% of all commodity-driven deforestation globally, an
area of forest loss roughly the size of Poland.® The deforestation associated with cattle pasture
expansion in Brazil was four times larger than the commodity with the next largest deforestation footprint
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globally — palm oil from Indonesia. Therefore excluding such a major deforestation-driving commodity
from the EUDR could significantly undermine the law’s credibility and impact.

Europe is a major market for Brazilian leather

In 2024, leather (cowhides) represented one quarter of the value of cattle products in the EUDR scope
imported by the EU, and one third of EU imports of cattle products from Brazil, worth roughly €240
million.# Brazil is by far the largest non-EU supplier to the EU market of leather products covered by the
EUDR, with 60% going to Italy.®

Brazil exports around 80% of the hides it processes, and the EU is Brazil's second largest export market
for these hides, giving the EU significant market leverage.®

Investigations have connected European leather to deforestation

Recent NGO investigations have documented the exposure of EU-linked leather supply chains to
deforestation, crime and human rights violations in Brazil and Paraguay, including cattle raised on
illegally deforested land inside Indigenous territories and protected areas.’

Several of these investigations demonstrate that leather entering the EU market would not have complied
with the EUDR had it been in effect at the time. Often, this leather is not just produced on deforested land,
but also linked to illegal practices, including land-grabbing and forcible evictions, breaching both the law’s
deforestation and legality requirements.

Brazilian leather supply chains are higher deforestation-risk than beef

Part of the reason why leather is linked to such high deforestation and human rights violations risks is
that Brazilian supply chains of beef destined for the EU are subject to inspections and sanitation
requirements, while non-food products, including leather, are not. These looser standards allow tanneries
supplying the EU to source hides from clandestine slaughterhouses or major slaughterhouses that do
not have policies for monitoring their cattle supply chains for legality or deforestation.® This also
generates higher risks that cattle may originate on ranches that encroach upon Indigenous lands and
protected areas or are otherwise engaged in deforestation or illegal activity. The EUDR will provide a
regulatory framework to ensure that companies exporting to the EU source hides from suppliers with
traceability measures in place.

The demand for leather influences the supply of cattle hides

Claiming that leather demand does not influence cattle hide supply, and therefore deforestation, ignores
the economic realities of the sector. The Brazilian leather industry is economically important and
politically influential, generating over USS$ 1.1 billion in exports® and employing around 32,000 people in
2025.1°

In Brazil, slaughterhouse profitability is dependent on the margin between prices for live cattle and sale
prices for beef, hides and other cattle products. This margin has, at points in the past, been extremely
tight and fluctuates based on changes in the price of live cattle and various pressures on the price of
beef." For slaughterhouses on low profit margins, exports of hides to the EU and their added revenue
could make the difference between a profitable and an unprofitable operation. A 2023 study modelled
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the potential impact of changes in EU leather demand on slaughterhouses of varying profitability and
found that existing slaughterhouses operating with profit margins of 2% or less would cease to be viable
businesses if they can no longer supply to the European market. Selling hides also ensures that
slaughterhouses do not need to pay the costs of their disposal.’

Several of the world's largest meatpackers also operate vertically, processing hides in their own tanneries
and exporting these products to their own leather manufacturers abroad, directly profiting from the added
value of the manufacturing and sales of leather.™

The sale of hides to Europe clearly benefits slaughter operations in Brazil, including in the Amazon region,
reducing the cost of their operations and providing an important additional revenue stream.

Leather is not a waste product of meat production

Leather production is a major global economic activity, representing a distinct and highly valuable sector
rather than a minor by-product of meat production. Annually, global cattle hide production reaches
approximately 13.8 million tonnes, with bovine hides accounting for roughly 68% of the total, reflecting a
dedicated supply chain independent of meat revenues.' Based on industry data, life-cycle assessment
literature reports that roughly 70% of bovine hides are converted into leather, demonstrating their intrinsic
market value rather than incidental utilization.™

The raw hides and skins market is substantial, valued at around US $100 billion (€86 billion) globally in
2025 and projected to nearly double by 2035."® Downstream, the leather goods industry - including
footwear, automotive upholstery, and fashion accessories - represents a multi-billion dollar global
market, adding further value and highlighting hides as critical inputs for high-value products. According
to COTANCE, the EU tanning industry association, European leather processing generates €125 billion in
turnover for companies downstream."”

Several European leather companies are large operations with hundreds - or even thousands - of
employees and hundreds of millions of euro in revenues, giving them the buying power to influence
upstream market dynamics.®

Framing leather as a minor by-product misrepresents the industry’s economic role and environmental
responsibilities. The financial significance of leather indicates that the industry has both the capacity and
the incentive to ensure that raw materials are sourced sustainably. Together, production statistics,
market valuations, and lifecycle analyses confirm that leather functions as a co-product with distinct
demand and economic relevance, rather than merely as a secondary output of the meat industry.

Traceability in cattle supply chains is possible and is already underway

The hardest part of the leather supply chain to trace is what happens before the slaughterhouse. This
part of the supply chain is shared with beef, so initiatives that aim to improve traceability in the beef
sector will equally benefit leather. Although the EU accounts for only a small share of Brazilian beef
exports, these exports were still worth around €490 million in 2024, which is a significant market to lose
and justifies traceability investments.'® This importance is further amplified when considering that hides
represent a substantial additional source of value within the cattle supply chain, often rivaling or
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exceeding margins from meat, reinforcing the case for robust traceability systems to maintain access to
this high-value market.

Indeed, the EUDR is incentivising producers to make these investments, suggesting that regulation of
leather and beef is sufficient to drive traceability in key countries that supply the Italian tanning sector.2°
JBS, the world’s largest beef and leather producer, already has a system in place allowing its customers
to trace their hides back to the direct supplying ranches.?’ Other major Brazilian leather producers,
including Durlicouros have also stated that their traceability systems are ready for EUDR compliance.?
The Brazilian government has committed to a national cattle traceability system for individual animals,?
and one major cattle-producing state has already implemented such a system.?* Other states have also
committed to them, complemented by a wealth of private sector traceability initiatives already underway.

Tracing cowhides from slaughterhouse onwards is much simpler, and a number of companies have this
traceability in place. Companies such as these have the leverage and expertise to incentivise and support
upstream providers in achieving full traceability.

Outside Brazil, many of the European leather sector's key hide markets already have cattle traceability
systems in place.? In particular, EU member states currently supply the majority of hides to the European
tanning sector by volume.?¢ The industry is therefore well placed to secure an ongoing supply of traceable
hides.

Leather’s inclusion in the EUDR improves competitiveness for ethical
and sustainable suppliers

Keeping leather in the EUDR will reward cowhide suppliers that have already invested in traceability and
in ensuring their supply chains are deforestation-free, increasing their competitiveness in the market. It
will incentivise others to follow suit. As the European beef industry will already be EUDR compliant,
European cattle producers will benefit from the competitive advantage of having traceable and
deforestation-free hide supply chains.

Policy recommendation

EU policymakers should keep leather within the scope of the EUDR to prevent a regulatory loophole
that could undermine efforts to eliminate cattle-driven deforestation and related social harms from
EU supply chains.
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