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The graph also shows that several companies that were just short of being the best The 2011 Scorecard also shows that several companies that scored very poorly in
performers in 2009 have used the intervening two years to consolidate their earlier 2009 (including many that got no points) have started to act responsibly. Cases in
efforts toward palm oil sustainability. They have continued to be active members point include Brioche Pasquier Cerqueux and Casino in France. Also, Associated
of the RSPO, started to use RSPO-certified palm oil, and are disclosing the volumes British Foods in the UK, which has built on early good performance among its
they use—a signal that they are taking seriously their responsibility within the market subsidiaries like Allied Bakeries and the Jordans and Ryvita Company, has gone on to
for transparency. These include companies such as Carrefour, Devineau Bougies la make group-wide commitments to the responsible sourcing of palm oil.
Francaise, Henkel, Premier Foods, Royal Ahold, Tesco and United Biscuits.
Overall, the two consecutive Scorecards show progress in the marketplace for
Notably, a group of companies, including IGLO Group (Bird’s Eye), Nestlé, the Boots sustainable palm oil. It is clear that taking action on sustainable palm oil has become
Group, Waitrose, and Warburtons, generally under-performed in the 2009 Scorecard, more mainstream in the last few years, and it is easier to take action now than it was
even though some were taking early action (including, in some cases, commitments to in 2009.

RSPO-certified palm oil that came too close to the publication of the 2009 Scorecard to
be reflected in the scores). These companies have made a substantial turn-around and

have earned relatively better scores in the 2011 Scorecard.
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SUPPLY AND DEM AND 2008 saw the first successful audit of an oil
palm plantation against the RSPO principles

UF [ERTIFIED and criteria and since then the volume of

SU ST AI N ABLE RSPO-certified palm oil has grown to now

stand at over 5 million tonnes coming from
PALM 0"_ more than 1 million hectares of certified

plantations.
MURE TH AN This substantial growth rate has resulted in the certification of more than 10 per cent of
the world’s palm oil.
10%
UF THE Even more welcome are the estimates of how quickly the supply of RSPO-certified
1
WURLD S palm oil is set to grow. All producer members of the RSPO are required to submit a
PALM 0"_ |S time-bound plan for when all their plantations will be certified. Among the 92 grower
CERTIFIED members of the RSPO there have been public commitments to produce up to 15 million

tonnes of RSPO-certified palm oil by 2020—more than enough to meet the demand for
palm oil in Europe and to start supplying demand in China and India.
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Unfortunately, the users of palm oil in the RSPO have not yet matched these

commitments.

Since the first batch of RSPO-certified palm oil was delivered to the market in 2008,
less than half of what was available has been bought. WWF’s 2011 Scorecard shows
that, although many retailers and manufacturers using palm oil have made public
commitments to use only RSPO-certified palm oil, fewer have made public what
volumes of palm oil they use or have started to actually use it.

This situation makes it very difficult for responsible growers, who have made
commitments to produce RSPO-certified palm oil, to judge whether they have
made the right decisions. It also hinders efforts to persuade other growers to start
certifying. In the longer run, it makes it difficult to persuade certified growers that
the RSPO standards need to be improved. All this needs to happen and palm oil
users need to play their part in making sure it does.

One of the reasons WWF is publishing a second Scorecard is to help growers
ascertain what the likely demand for RSPO-certified palm oil is going to be in the
coming years. That is why we have not only recorded the commitments made but
also asked the retailers and manufacturers to disclose what volume of palm oil those

commitments represent.
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Palm oil and its derivatives that are
certified by the RSPO can be purchased
through three main supply chain systems:
Segregated, Mass Balance and

Book and Claim.

All three supply chains have the same starting point—a plantation is successfully
audited against the RSPO principles and criteria and the total volume of Certified
Sustainable Palm Oil (CSPO) that it can produce a year is established.

Segregated CSPO — As the name suggests, this is certified palm oil that is physically
separated from non-certified palm oil all the way from the certified mill to the end
user. This option guarantees that the end product contains CSPO. However, this
approach can be expensive because the two streams of certified and non-certified oil or
derivatives need to be kept apart throughout the entire supply chain.

Mass Balance CSPO — This option allows companies along the supply chain, such as
traders or refiners, to mix the certified palm oil with non-certified to avoid all the costs
of keeping the two entirely separate (as in Segregated). Each company handling Mass
Balance CSPO is only allowed to sell the same amount of certified palm oil drawn from
the “mixed” oils that they originally bought as certified.

Book and Claim CSPO - This option is also known as GreenPalm after the name

V___ of the company managing the system for the RSPO. It is a certificate trading system
if_} separate from the physical trade in palm oil. The retailer or manufacturer purchases
| palm oil from an established supplier, along with a certificate for each tonne of palm oil

being used. A payment from each certificate goes directly to the producer of CSPO.

The benefit of the Book and Claim system is that no paper trail or physical separation
of oil along the supply chain is needed, and therefore it is a much cheaper option.

It also means that companies that are using derivatives of palm oil that are not yet
available as CSPO can still buy certificates to support the production of CSPO. The
drawback is that a company using Book and Claim may still be using oil that comes
from unacceptable sources, and may therefore still be supporting producers that are
not acting responsibly.

Until global volumes of CSPO grow to a much higher level, and until entire supply
chains from refiners through to end users can switch to only using CSPO, there will
remain a need to offer Book and Claim CSPO, especially for products that use complex
derivatives of palm oil.

But this should not stop buyers from pushing their suppliers to begin sourcing
traceable palm oil.
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P ALM UI China was the second largest importer of

palm oil in 2010, using 6 million tonnes—

IN [HIN A 12 per cent of the world’s total.

It is estimated that some 70 per cent is used as edible oil, much of it in the instant
noodle industry. China exports very little palm oil and is therefore the end consumer
of the palm oil which it imports. Imports will increase dramatically as living standards
increase. Demand is expected to grow at about 10 per cent a year, to reach about 8.6

million tonnes in 2015 and 12 million tonnes in 2020.

More than 5,000 companies in China are known to be end users of palm oil. Many of

the large companies are vertically integrated and are involved in many parts of the

palm oil supply chain, from importing, processing, and manufacturing to retailing.
P ALM UIL Some are state-owned enterprises such as COFCO, privately-owned Chinese companies
such as Kerry Oils & Grains, Longwit and Master Kong, and multinational companies
DEMAND such as Bunge China, Cargill China, Nestlé China and Wilmar China. Some of the
IN (H I N A IS vertically integrated companies trading palm oil command an extremely large share of
the market, and will play a pivotal role in shifting the market toward sustainability.
EXPECTED

TO GRUW Sustainable palm oil is a new concept for most Chinese companies. They operate in an

extremely price sensitive market and are unlikely to move toward more sustainable
AT ABUUT practices without a strong business case and a strong signal from the government.
1 0% PER Consumer demand for sustainability is still low. These are some of the reasons

why WWF feels that scoring the performance of Chinese companies would not be

YEAR informative or helpful at this time.

China is not just a consumer of palm oil. In order to reduce its dependence on foreign
importers, China has recently invested in production, through government banking
arms and bilateral agreements, in Indonesia and Malaysia, as well as in Africa. WWF
would like to see the government, financial institutions and private companies align
their overseas plantations with RSPO guidelines in order to ensure a more responsible

global agricultural footprint for China.

In 2008, the China Chamber of Commerce for Import and Exports of Foodstuffs,
Native Produce and Animal By-Products (CFNA), with WWF’s support, began to
participate at RSPO roundtables and to hold seminars on sustainable palm oil for its

members.
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In 2009, WWF-China and CFNA launched the China Sustainable Palm Oil Network, to
support sustainable palm oil in China as well as the production of sustainable palm oil
in China’s overseas investments. The network includes Kuala Lumpur Kepong Berhad,
Solidaridad China, Unilever and Wilmar International, and now seeks to expand the
group to include more multinational as well as Chinese-owned companies and to

collaborate more closely with the RSPO.

These initiatives recognize that multinational companies that have made global
commitments to sustainable palm oil should lead the way by operationalizing their
commitments in China. By showing that it is possible to use certified sustainable palm
oil in the Chinese market, they will set a powerful example for other companies in

China as well as for Chinese authorities.
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PALM UI Despite being a global oil seed producer

itself, India is still the world’s largest

IN INDI A single importer of palm oil.

In 2010-2011, India imported approximately 7 million tonnes of palm oil amounting

to 14 per cent of the world’s palm oil. Palm oil comprises around 48 per cent of the
total edible oils imported into the country.

Approximately 95 per cent of the palm oil in India is used as edible oil for domestic
and commercial consumption. Oils and fats in India are mostly sold by independent
small grocers. A small quantity is also used as a raw material for consumer goods
such as soap bars, cosmetics, detergents and shampoos.

As in China, government policies play a key part in the palm oil market. For all
vegetable oils, domestic import tariff policies drive consumption patterns. In 2008,

most duties on crude vegetable oil (including palm oil) were abolished, in response to
growing domestic food inflation, opening the Indian market to palm oil imports.

IN 201 0_201 1' INDI A f:;z ;ﬁl;:p;ir:es.in Indief }.1a.ve started to .take action on f:ertiﬁed palm oil. The main
price sensitivity of the Indian market, which makes companies reluctant
IMPURTED 14% UF to pay even a small premium for sustainable commodities. Furthermore, palm oil
THE WURLD’S is mainly used as edible oil in India, most of it sold loosely and for blending. This
P ALM UIL makes it difficult to identify the end user who can be influenced to use sustainable
palm oil and palm oil products.

As with China, WWF believes that it is still too early to score Indian companies on
their commitments and actions on sustainable palm oil.

Nevertheless, they are making some progress. As of 2011, four companies in India are
registered as members of the RSPO—Adani Wilmar, Godrej, Kamani Oil Industries
and VVF. Meanwhile, some Indian stakeholders have formed the “Sustainable Palm
Oil Coalition”, a domestic palm oil coalition which has so far focused on lobbying the
government to support sustainable palm oil purchases.

Led by Godrej, Greenpeace, Hindustan Unilever, Ruchi, VVF and WWF-India,

the group aims to kick-start the uptake of certified sustainable palm oil through a
proposal that the government extend a customs duty rebate for all palm oil products,
including palm by-products and palm derivatives, which are backed by RSPO
certificates. Alternatively, the government may extend a subsidy to the importers, up
to 50-75 per cent of the cost of RSPO certificates.

In addition to incentives that the Indian government might provide, WWF sees a role
for large companies operating in India to lead the way on procuring sustainable palm
oil, particularly those affiliated with multinational companies that have already made
time-bound global commitments to certified sustainable palm oil.

@ WWF PALM OIL BUYERS' SCORECARD 2011



P ALM 0"- Total US domestic consumption of palm

oil is currently only 1 million tonnes,
IN THE US which represents only 2 per cent of global
use and only about 8 per cent of total

domestic vegetable oil consumption.

Most edible oils in the US are domestically produced, with soybean and corn oil as the
principle ones. Ninety per cent of the palm oil imported into the US is from Malaysia.
Indonesia supplies roughly seven per cent and the remaining three per cent comes

from various other sources.

At such a low relative level of domestic consumption, palm oil and its impacts has not

historically been a high priority for US companies. More recently, however, companies
are starting to take action.
TOTALUS
DUMESTIC WWF sees the importance of US corporations coming not from their domestic use
[:UNSUMPTIUN of palm oil but from their global role in the food and personal care sectors—both
[]F PALM 0"_ IS as manufacturers and retailers. WWF-US has directly engaged major companies
[URRENTLY UNLY that use palm oil in their global supply chains, including General Mills, Johnson &
‘I MILLION Johnson, Kellogg’s, Kraft Foods, Mars, Proctor & Gamble and Walmart. Because of this
TUNNES engagement, many of these US food companies and retailers have joined the RSPO and

committed to source 100 per cent certified sustainable palm oil by 2015.

Some of them have achieved this goal through the Book and Claim mechanism. US

companies account for almost 20 per cent of the Book and Claim certificates sold.

Achieving 100 per cent certified palm oil by 2015 is feasible for US companies, but
there are challenges that need to be overcome. One of the current key challenges

has been limited availability of Segregated palm oil imported into the US—hence the
reliance on Book and Claim. There is also a relatively low level of awareness about palm
oil among US consumers and a lack of understanding among companies about what

needs to be done with regard to sustainable palm oil.

Further collaboration is needed to overcome these and other challenges, and WWF is
taking an active role in networking. WWF has hosted a workshop bringing together all
relevant players in the supply chain and has actively participated in various workshops
hosted by other trade organizations, such as the American Palm Oil Council, along with
key food brands.
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WWE in numbers

1961

WWEF is in over 100 countries,
on 5 continents
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WWF has over 5 million
supporters WWF has over 5,000

staff worldwide

Why we are here.
To stop the degradation of the planet’s natural environment and
to build a future in which humans live in harmony with nature.

wwf.panda.org/reducingimpacts/palmoil

© 1986 panda symbol and ® “WWF” Registered Trademark of
WWEF-World Wide Fund For Nature (formerly World Wildlife Fund)
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