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| write to respond to the World Bank’s Framework for Engagement in the Palm Oil
Sector.

The World Bank Group clearly outlines that its objective is to fight poverty and
help people help themselves and their environment. They are worthy goals and
should be central to the development of the Framework, supported by evidence.

For a number of years palm oil has been attacked by green groups and increasingly
political interests who are using allegations against palm oil’s impact on the
environment for political gain.

The clear objective of the World Bank’s Framework should be to promote reforms
and/or investment in palm oil with the objective of promoting sustainable
economic development to cut poverty.

As outlined in the draft Framework the palm oil sector is a major economic
contributor to economic growth in developing countries, particularly Malaysia and
Indonesia.

And that is why palm oil matters.

One of the core reasons that palm oil is grown in Indonesia is because the
government is seen as “aware of the need to alleviate poverty and to provide food
and employment on an economically sound and sustainable basis to an already
large and rapidly increasing population”, and holds the belief that “labor and land
remain plentiful”.

Small holder palm oil farmers include some of the world’s poorest producers. In
Malaysia small holders account for up to 40 per cent of the total area of planted

oil palm. In Indonesia it is 45 per cent. And the industries in both countries support
hundreds of thousands of workers.

Supporting poor farmers is not the only contribution of palm oil. Is also a dietary
staple for millions of Indonesians and Malaysians, as well as the poor in other
developing countries.
Palm oil also has a high Vitamin A content, an essential dietary vitamin to boost
the immune system. According to UNICEF an estimated one million young children
die each year as a consequence of complications from Vitamin A deficiency.
Yet despite its importance, palm oil has come under attack.
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The principle claim by anti-palm oil activists against the industry is that it causes
deforestation in Malaysia and Indonesia, and especially the loss of habitat for
orang-utans. Table 2 outlines some of the absurd claims now being made in
developed countries, like Australia.

But what activists miss is the core driver for the demand for increased agriculture
land; it isn’t palm oil specifically, but the development of primary industries to
help lift rural communities out of poverty.

Without palm oil deforestation would still occur, it would just be for a different
crop. But farmers have used palm oil because it is a high yield oil seed that delivers
between three and four tonnes per hectare. By comparison competitor seeds such
as rapeseed, sunflower and soybean oils yield less than 0.7 tonnes per hectare.
Table 1 outlines the yield potential of palm oil against other oils.

Table 1 | Comparison of oil yield (tonne / hectare)

(o]} Tonnage per hectare
Soybean oil 0.37
Sunflower oil 0.5
Rapeseed oil 0.75
Oil palm 4.09

Source: Oil World, 2010, “Oil World Annual 2020”, Hamburg, Germany

Behind the claims that expanding plantations for palm oil is driving increased
deforestation, and increased output from the industry, the reality is that recent
growth in industry output has been a direct result of increased yields driven by
industry improvements.

Despite historically producing more palm oil than Indonesia, the Malaysian
industry has a higher yield output than Indonesia because of “improved tree
varieties, improved cultural practices, and perhaps the biological yield cycle” for
production — not expanding land use.

While deforestation is legitimately concerning, like in developed countries, not all
land can be kept as forest. The European average is only 25 per cent, which is
roughly the same as allocated in Indonesia, and less than half of Malaysia’s
allocation at more than 55 per cent.

As the Stern Review found less than 20 per cent of forest land cleared in Indonesia
was to support the palm oil industry, and it is only 30 per cent in Malaysia.

Measures should reasonably be taken to protect wildlife like orang-utans, such as

the Malaysian government’s plan to ban planting palm oil near rivers to maintain
wildlife habitats.
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Table 2 | ‘Facts’ versus Facts

‘Facts”
Over 85% of the world's palm oil comes from Malaysia and

‘Facts’ status

The Facts
Based on United States Department of Agriculture Data approximately 86 per cent of the world’s palm oil is

Indonesia TRUE sourced from Malaysian and Indonesian major and small holder palm oil plantations.2

Today, the most common cause of deforestation and And the Stern Review in the economics of climate change found less a fifth of cleared forest in Indonesia was to

fragmentation in Indonesia is related to palm oil FALSE support the palm oil industry, and less than a third in Malaysia.>

development

An estimated 40% of food on our supermarket shelves The percentage of products including palm oil vary, but it is accepted that a large percentage of consumer

. . UNKNOWN . . . .

contains palm oil products do contain palm oil as an ingredient.

In SE Asia alone, the equivalent of 300 football fields are The claim that 300 football fields are deforested first appeared in a Greenpeace short paper — INDONESIA, a

deforested every hour for palm oil production FALSE great country?4 But as the title suggests the paper wasn’t about South East Asia, it was only about Indonesia.
And the data sourced from an FAO report didn’t discuss palm oil and deforestation; it was about illegal logging
in general. And since the release of the paper the FAO has downgraded the volume of logging by a quarter.5

Palm oil typically costs the lives of up to 50 Orang-utans There is no supportable evidence for this claim. The potential loss of orang-utan populations varies from

each week UNKNOWN  campaign to campaign. For example Perth Zoos claim that up to 6,000 orang-utans are dying each year, or
around 116 a week, and allude that the palm oil industry is responsible.6

Australians unknowingly consume on average 10 kilograms It is impossible to know whether Australians unknowingly consume a product. Consumers can exercise

of palm oil each year because we do not currently have the FALSE consumer choice by buying products that carry the Roundtable for Sustainable Palm Qil logo.

ability to exercise consumer choice

Sustainable Palm Qil Plantations are a possibility Sustainable Palm Qil Plantations are already a reality and are certified by the Roundtable for Sustainable Palm

however you need you to tell FSANZ you want palm oil FALSE oil.”

labelling if they are to become a reality

Once palm oil is labelled, consumers can actually drive a Both Fair Trade and Rain Forest Alliance products are not legally required to be labelled. Their markets are

market for proper certified sustainable palm oil because LSE driven by voluntary labelling. Legally requiring certified sustainable palm oil will create a non-voluntary artificial

they can demand it of manufacturers (as we've seen with FA market operating nothing like Fair Trade and Rainforest Alliance products.8

Fair Trade and Rainforest Alliance products)

Palm oil from certified sustainable RSPO sources only FALSE According to the Roundtable on Sustainable Palm oil its membership represents 35 per cent of the world’s palm

accounts for 8 percent of the global supply of palm oil oil production.9

90% of Orang-utan habitat has been lost already. If all of it UNKNOWN / The reality is that data on the world’s orang-utans is unknown and at best there are only estimations available.

is lost then so are the livelihoods of many people FALSE But it is false to suggest that people will lose their livelihoods from the loss of orang-utan populations.

The industry needs to increase yields on land that has The primary incentive for producers to increase yields is to make profits using less resources to produce more

already been cleared but right now there is very little FALSE palm oil. The United States Department of Agriculture considers yield growth one of the more important

incentive for them to do this contributing factors to the growth of production.10

We share 97% of our DNA with Orang-utans. You could say TRUE A recent paper published in the Journal of Biogeography supports the conclusion that humans share a

they are our wild cousins

percentage of DNA with different types of orang-utan.11
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But rather than heavy-handed regulation, more appropriate solutions are
voluntary ones to increase consumer confidence about the sustainability of
consumed palm oil.

Enforcing regulatory standards through financing on developing world projects is
an imposition of developed world standards and undermines sovereignty.

Voluntary certification schemes do have a place in the marketplace, like the
Roundtable for Sustainable Palm Oil certification for consumers who wish to send
market signals through their consumption preferences.

Certification marks that have consumer awareness, understanding and trust are a
much stronger alternative to extensive government regulation that seeks to
impose a one-size fits-all-model on food production.

Private certification marks already exist to assist consumers in making informed
decisions. And they are regularly innovated much earlier than government
regulations because the marketplace is more responsive to consumer concerns.

These certification marks secure credibility by providing an overall concept of
value to consumers that they understand, generally to achieve political objectives.

The value held in these certification marks is also a result of the significant
resources dedicated to their promotion and the voluntarily nature into which they

are entered.

And as a consequence significant value is afforded to their reliability and the trust
that standards are enforced.
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But it is not acceptable to force these standards and they should not be a
requirement for financing through the World Bank. Doing so limits the choice of
consumers, and of developing world producers and adds costs to economic
development.

The World Bank’s Framework can be timely, to help assist in clearing deliberately
muddy waters about palm oil and its environmental impact.

But it will only do so if it respects the rights of the world’s poor to economically
develop and not impose heavy-handed, compulsory regulations on the industry
when seeking finance to impose developed world values onto developing
countries.

If there is a recognised expectation for developed world standards to apply to
palm oil growers these can be achieved through voluntary certification for palm oil
and products that use palm oil. But not through their forced application as a
requirement for financing.

Tim Wilson
Director, Sustainable Development Project
Institute of Public Affairs

Level 2, 410 Collins Street
Melbourne VIC 3000

Phone: +61 (0) 417 356 165
Email: twilson@sustainabledev.org
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