Burning down the house

How Unilever and other global brands continue to fuel
Indonesia’s fires

GARMIN

12 September 2019, PT Globalindo Agung Lestari, 2°29'21.79" S 114°34'39.54" E: Greenpeace
Southeast Asia team documents burning peatland at a sanctuary reserve area inside an oil palm
concession owned by the Malaysian company Genting Plantations Berhad that has been sealed by
the KLHK for investigation. All of the consumer companies and traders reviewed for this report are
supplied by Genting. ©Sukarno/Greenpeace



(Our dependency on nature is critical, and the urgency to preserve it is
an imperative. Better forest protection and land management will be
fundamental to delivering the Paris Agreement. For this to happen, we
need to transform how we produce and consume T and businesses that
donit step up wonit have a future.f*

Alan Jope, Unilever CEO, UN Climate Action Summit on 23 September
2019

21 September 2019, PT Kaswari Unggul, 1°17'50.699" S 103°45'41.92" E: An excavator at work in
the haze from peatland fires in the PT Bukit Barisan Indah Prima concession in Jambi. The
plantation company is currently facing civil court action. PT Kaswari Unggul is named as a supplier
to Unilever, Mondeléz, Nestlé and Procter & Gamble as well as Wilmar, GAR and Cargill.
©Adimaja/Greenpeace

" Jope A (2019)



Key findings

Leading consumer goods companies Unilever, Mondeléz, Nestlé and Procter & Gamble
(P&G), as well as top palm oil traders including Cargill, GAR, Musim Mas and Wilmar, are
purchasing palm oil originating with producers linked to scores of fires in Indonesia this year,
as research by Greenpeace International® shows. The findings also connect these traders
and consumer companies — widely considered ‘sustainability leaders’ on palm oil — directly to
palm oil operations that have been subject to court action, administrative sanctions or other
government intervention as a result of fires.

Findings include:

e Up to 10,000 fire hotspots have already been detected across the operations of palm
oil producer groups supplying Unilever, Mondeléz, Nestlé and P&G in 2019.

e Unilever is supplied by palm oil groups responsible for nearly 180,000 hectares (ha)
of burned land between 2015 and 2018, and its named suppliers include eight
plantation companies with court actions or sanctions against them and 20 companies
whose operations have been sealed for investigation as a result of the 2019 fires.

e Wilmar — the world’s largest palm oil trader — is supplied by palm oil groups
responsible for more than 140,000 ha of burned land between 2015 and 2018 and
nearly 8,000 fire hotspots to date in 2019.

e All of the 30 palm oil producer groups most closely linked with Indonesia’s ongoing
fires crisis trade in the global market.

e Of the fire hotspots detected during the first nine months of 2019 in these 30
producer groups’ concessions, three-quarters were in operations controlled by
producer groups that are members of the Roundtable on Sustainable Palm QOil
(RSPO).?

The present analysis almost certainly underestimates both the extent of producer group
responsibility for fires and the exposure of traders and consumer goods companies to palm
oil linked to environmental destruction. Overall, the accuracy and comprehensiveness of
publicly available data on the boundaries and corporate ownership of palm oil concessions
are variable. This is a result of corporate and government foot-dragging and failure to
systematically address the need for transparency. The official fire hotspot and burn scar data
used may also contain inaccuracies. Furthermore, traders’ and consumer goods companies’
supply chain disclosures are expressed in terms of the mills that supply their palm oil, rather
than the concessions that supply the raw material (fresh fruit bunches) to those mills,
meaning that not all links to concessions, and the producer groups that control them, can be
established. See ‘The issue of transparency’ and Annex 1 below for further discussion.

2 In this report, mentions of ‘Greenpeace’ should be read as references to Greenpeace International
unless otherwise indicated.
3 For details about the RSPO and its role in the industry, see RSPO website ‘About’.



Table 1: Supply chain links to palm oil producer groups most implicated in the fires crisis

X =link revealed in latest trader or brand supply chain disclosures
O = link revealed in latest trader or brand supply chain disclosures but more recent evidence
(eg grievance list) suggests purchases may have been suspended*

Traders Consumer goods companies
Cargill |GAR [Musim Mas |Wilmar [Mondeléz [Nestlé |P&G Unilever
Producer group
Agro Inti Semesta X X X X X
Astra Agro Lestari X X X X X X X X
Austindo Nusantara
Jaya (ANJ) X X O O
Bakrie X X X X X X X X
Best Agro Plantation X
Bumitama X X X X X X X X
Citra Borneo Indah xX*
Fangiono family X X X X X X X
Gagah Putera Satria X X X X X
Gama X* X X* X X X X* X
Genting X X X X X X X X
10l X X X X X X X X
Jaya Agra Wattie X X X X X*
Korindo X* X*
Kuala Lumpur Kepong
(KLK) X X X X X X X
Matahari Kahuripan
Indonesia (Makin) X X X X X X X X
Musim Mas X X X X X X
NPC Resources X X X X X X
Pasifik Agro Sentosa X X X X X X X
Perkebunan
Nusantara X X X X X X X X
Rachmat X X X X X X X X
Rajawali/Eagle High X X X X X X X X
Salim X* 0] X X* (O X*
Sime Darby X X X X X X X

4 It remains to be seen whether suspension or ‘no purchasing’ commitments extend to all levels of the
supply chain, given that there are known failures in accurate identification of producer groups.



Sinar Mas/GAR X X X X X X X
SIPEF X Y X X X X X X
Sungai Budi/Tunas

Baru Lampung (0] (0] X X X o
Tianjin Julong X X X X X X
TSH Resources X X X X X X
Wilmar X X X X X X

* See Annex 3 for further details.

Table 2: Summary of supply chain links to fires: numbers represent the total number of
hotspots recorded, area of fires, number of concessions with court actions or sanctions
against them and number of sealed concessions relating to the producer groups in Table 1
and associated with each palm oil trader’s or consumer goods company’s supply chain

Links via Actioned/
producer group |[sanctioned Sealed
Fire Total area of |to actioned/ plantation concessions
hotspots in [fires sanctioned companies named [in direct
2019 (to 30 (201572018 |plantation as suppliersin supply chain
September) [(ha) companies mill lists in 2019
Traders:
Cargill 8,800 161,300 19 8 17
GAR 6,300 106,600 14 4 12
Musim Mas 6,600 116,400 11 2 9
Wilmar 7,900 141,200 12 4 13
Consumer goods companies:
Mondeléz 9,900 186,200 19 5 19
Nestlé 9,700 190,500 20 10 21
P&G 8,400 152,000 14 6 15
Unilever 8,900 179,500 20 8 20




Introduction

9 August 2019, Palangkaraya, Central Kalimantan. ©Ifansasti/Greenpeace




From Brazil to the Boreal to Borneo, the world’s forests are on fire, fanned by unrelenting
growth in the food, energy and other industrial sectors’ demand for natural resources and
agricultural commodities. These fires, often set deliberately to clear land for plantation or
agriculture, are a massive wake-up call that shows just how deeply these sectors are
implicated in climate and ecological breakdown. Thanks largely to them, our global economy
is burning down the house that we all live in.

Over the past decade there have been numerous commitments from industry to ‘responsibly’
source high-risk commodities (commodities whose production presents an elevated risk to
forests and other ecosystems). Ten years ago, the Board of the Consumer Goods Forum
(CGF), which represents over 400 leading retailers and manufacturing companies, made a
commitment to achieve zero deforestation in its members’ supply chains by 2020.° Five
years ago, more than 150 companies came together with governments, indigenous peoples
and civil society organisations to sign the New York Declaration on Forests (NYDF),
promising to eliminate deforestation for commaodities including soya, cattle, palm oil and
wood products (including timber, pulp, and paper) by the same date.®

In September 2019, the NYDF'’s official assessment concluded that achieving this goal is
now ‘likely impossible’ because ‘efforts to date have been inadequate to achieve systemic
change’.” This finding comes as no surprise. As reports by Greenpeace® and other
non-governmental organisations (NGOs) have repeatedly shown, private-sector initiatives
and ‘step-wise’ efforts to clean up supply chains have singularly failed to deliver adequate
results for forests, the climate or human rights.

The palm oil sector — one of the very few industry sectors to make serious-sounding public
commitments to reform — has dithered for a decade, despite the efforts and hand-holding of
numerous NGOs and money spent on sustainability consultants and flashy initiatives.

In January 2019, Greenpeace agreed to engage with the sector’s so-called ‘sustainability
leaders’ — Wilmar, Unilever and Mondeléz — to deliver what should have been a
ground-breaking leap forward for the sector and for commodities trade generally: a credible,
transparent and independent supply chain monitoring platform. Done properly, such a
platform would enable consumer companies and traders to demonstrate publicly the extent
to which their supply chains are free from palm oil originating with producer groups® linked to
deforestation, fires, human rights abuses or illegality. Greenpeace saw this initiative as the
last chance for the palm oil industry and these leaders to demonstrate their willingness to
eliminate deforestation before the 2020 deadline that companies agreed to back in 2010.

5 Consumer Goods Forum website ‘Towards zero net deforestation’

% New York Declaration on Forests website ‘Home’

" NYDF Assessment Partners (2019) p14

8 Se eg Greenpeace (2018a,b,c,d) and Greenpeace (2019).

® The compositions of many of these groups, and the rationale behind Greenpeace’s interpretation of
them (in general terms and individually), are set out in Greenpeace (2018b). The concept of a group
goes beyond formal parent—subsidiary company relationships, taking into account not only common
ownership but also shared financial, managerial and/or operational control. See Annex 2 for details on
the producer groups discussed in this report.



In August, however — just before fires again engulfed large swathes of Indonesia, Singapore,
Malaysia and the Philippines in haze,' putting nearly 10 million children at risk from air
pollution" — Greenpeace took the difficult decision to step back from the process. Nearly
eight months of discussions had failed to deliver agreement on even the most basic
elements of a credible, transparent and independent monitoring platform, due in large part to
the lack of serious commitment by the companies.

Consumer companies such as Unilever and traders such as Wilmar are telling the world that
they have made great progress towards cleaning up their supply chains and supporting
transparency. The reality — as Greenpeace analysis shows — is that they are failing.
Companies linked to Indonesia’s devastating forest and peatland fires still pervade the
supply chains of all the major traders and consumer goods companies, including these
so-called ‘sustainability champions’. The producer groups responsible include companies
convicted by the Indonesian courts or sanctioned by the government, many of which have
failed to pay the compensation ordered to restore the burned areas (see below).

The conclusion is stark: the palm oil sector — like the other high-risk commodity sectors — has
been unwilling to reform. It is part of a broken global food and agriculture system.

The proposition that step-wise voluntary market-driven initiatives will lead to change has
simply proven to be wrong. Failure to end both deforestation and the setting of disastrous
forest and peatland fires — which together are wrecking our chances of preventing climate
breakdown — must have serious consequences. Time is up for the trade in commodities
produced by groups still engaged in environmental devastation.

Companies need to fundamentally change their business models to prevent a climate and
biodiversity catastrophe and support human rights. The onus is on consumer companies that
use high-risk commodities such as, but not limited to, beef, palm oil, paper/pulp and soya to
demonstrate that their supply chains are free from deforestation. Companies like Unilever
that use palm oil in their products thus face a stark choice: either they must force Cargill,
Golden Agri-Resources (GAR), Musim Mas, Wilmar and other traders to limit their sourcing
to what they can publicly demonstrate does not come groups responsible for forest or other
environmental destruction, or — if they are unwilling or unable to do what is needed to fix the
global commodities trade — they must avoid such high-risk commodities entirely. Additionally,
to transition to a new ‘commodities that protect forests’ business paradigm, they need to
provide financing and support for forest and natural ecosystem conservation and restoration.

® See eg Reuters (2019) and Gomez J & Armini N (2019).
" Agence France-Presse (2019)






