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Big business, small farms

and “no deforestation” commitments

Hundreds of the world’s largest companies have publicly committed to remove deforestation from
their commodity production and supply chains, but until recently, they only disclosed progress on one
out of three pledges. New findings from Supply Change, a Forest Trends initiative, shows a dramatic
increase in disclosure and clear recognition on their part for the need to work with small farmers.

Food giants, like Danone and Mars,
buy raw materials from tens of thou-
sands of farmers around the world,
and those two are also among a doz-
en companies investing 160 million
US dollars in a programme called the
Livelihoods Fund, which is designed
to help 200,000 small farms across
Africa, Asia, and Latin America de-
velop sustainable land-use practices.
They’re hardly alone, according to
NGO Forest Trends’ Supply Change
initiative, which has identified at least
100 companies that have committed
to helping small farmers improve their
practices in an effort to slow defor-
estation — a clear recognition of the
linkages among big businesses, small
farms, and deforestation.

Until recently, those linkages were
hidden in traditionally complex and
opaque supply chains that were only
in the past handful of years exposed
piecemeal by a growing trove of stud-
ies, such as the 2014 Forest Trends pa-
per “Consumer Goods and Deforesta-
tion”. This study in particular found
that commercial agriculture account-
ed for 71 per cent of all tropical defor-
estation, and that the production of
four commodities — palm, soy, cattle,
and timber & pulp - caused most of
the destruction. What's more, the
study revealed that more than half of
the forests were cleared illegally, and
that at least 30 per cent of those ille-
gally-harvested products ended up in
North America or Europe - a finding
that highlighted the need to purge
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More and more companies are pledging
to reduce their impacts on forests.
Photos: J6rg Béthling

deforestation from corporate supply
chains, preferably by promoting sus-
tainable agriculture in rural areas.

More and more companies have
since acknowledged this need, and
Supply Change has so far identified
447 companies that have pledged
to reduce their impact on forests by
changing the way they produce or
procure soy, palm, cattle, and timber
& pulp. These 447 companies, which
span across the globe and through-
out all levels of the supply chain, have
made a total of 764 individual pledg-
es, and they are expected to publicly
disclose frequent, standardised and
relevant information to their stake-
holders. Encouragingly, they’re in-
creasingly disclosing progress, as now
companies are publishing progress
on just over half of the pledges. How-
ever, roughly 20 per cent of the 764
commitments have gone “dormant”
— meaning the target date has passed
without any progress being reported.
Nevertheless, the trend is towards
more disclosure as companies imple-

ment their strategies, and indeed, the
current figure represents a sharp in-
crease from years past.

B A brief history of deforestation
disclosure and corporate
commitments

The Intergovernmental Panel on Cli-
mate Change says that deforestation
accounts for roughly twelve per cent of
all greenhouse-gas emissions, and that
the land-use sector — which includes
farming, forestry and other activities —
contributes about 30 per cent. At the
same time, the land-use sector is ex-
tremely vulnerable to climate change.
The global rural economy is, there-
fore, both a leading driver of climate
change and one of its most vulnerable
victims — yet its own drivers are thou-
sands of miles away, in supermarkets
and retail stores across the developed
world — and increasingly in emerging
economies with a rising demand for
the same products and goods. NGOs
began highlighting these linkages in
the 1990s, leading to the creation of
certification standards for palm and
timber & pulp in the 2000s and the
launch of the Consumer Goods Fo-
rum in 2009 to promote action among
consumer-facing companies.

2014 remains the seminal year in
deforestation disclosure. That’s when
52 companies endorsed the New York
Declaration on Forests, which is a
pledge to eliminate deforestation from
the production of agricultural com-
modities such as palm oil, soy, paper,
and beef products by no later than
2020. Soon, hundreds of companies
were making similar promises, and in
early 2015, Forest Trends launched the
Supply Change initiative to track both
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the full spectrum of commitments tied
to the “big four” and — more impor-
tantly — the progress they’re report-
ing towards achieving those commit-
ments.

In March 2015, we conducted our
first analysis of 246 companies that
had made a total of 307 commitments
related to the big four commodities.
One third of those commitments had
been made in 2014, and therefore it
was understandable that progress re-
ports were only available on a small
percentage of them. However, more
generally, many of the commitments
were vague and overly ambitious.

B Leaders and laggards and the
nature of commitments

From the beginning, we found that
more companies active in palm and
timber & pulp were making and re-
porting on their commitments — large-
ly because of the longer history and
prevalence of commodity certification
programmes like the Forest Steward-
ship Council (FSC), the Programme
for the Endorsement of Forest Cer-
tification Schemes (PEFC), and the
Roundtable on Sustainable Palm Oil
(RSPO). Much fewer companies active
in soy and cattle were making and re-
porting on commitments — which il-
luminates the inverse of science-based
expectations, since cattle production
causes ten times more deforestation
than palm. Also, cattle supply chains
lack globally or even nationally stand-
ardised certification schemes for beef
and leather.

So, hundreds of companies have
one or more commitments. That's a
good thing, right? Problem solved,
right? Ideally, but not exactly. Com-
mitments fall into a variety of cat-
egories (see box above), from those
promising a complete elimination of
deforestation to net zero deforesta-
tion, to those promising to implement
specific activities — such as protecting
peatlands or High Conservation Value
areas, or ensuring that commodities
are sourced or produced sustainably
(which tends to mean conformity to a
certification programme).
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Some elements of a typical
commitment

Targets:

e Zero deforestation

Zero net deforestation

Zero gross deforestation

Peatland protection

High conservation value (HCV)

area protection

e High carbon stock (HCS) manage-
ment/protection

e Sustainable/Responsible

* Human rights protection

Procurement policies / Activities:
e Certification

¢ Transparency

e Traceability

e Legality

e Reduce use

* No burning

® Free, prior and informed consent
(FPIC)

Zero deforestation
Biodiversity/wildlife protection
Support smallholders

Reduce GHG emissions from
operations

Improve water management
Improve waste management
Improve soil management
Improve fertiliser management
Reduce pesticides or toxins
Respect animal welfare
Improve yields

The “zero deforestation” pledges
are difficult to quantify, because there
is not yet an agreed-upon set of met-
rics by which to measure progress.
Some companies, for example, are
clearly engaged in activities that will
reduce deforestation, such as work-
ing with smallholder farms to promote
agroforestry, but progress doesn’t lend
itself to numerical quantification and
verification in the same way that certi-
fication does. That may be one reason
why annual publishing of quantita-
tive progress is lower than one would
hope. Instead, we find that companies
may often use important milestones
like being able to trace supplies to a
specific ranch or slaughterhouse as a
proxy — and in many cases, they report
on those milestones if not on overall
commitment. Such traceability is, as it
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turns out, extremely widespread in cat-
tle, thanks to health requirements and
major meatpackers like Brazil's Marfrig
that are beginning to tap this to track
the deforestation impacts of suppliers.

B Refined criteria and small
farmers

As our understanding of deforesta-
tion management plans grows, so do
the criteria that Supply Change tracks,
and this year we began tracking 10
new policies including those that ex-
plicitly include a complementary plan
to engage with smallholders. At press
time, 101 companies have made such
pledges. Much of this engagement
involves support for co-operatives,
which is already having an impact
on the number of farmers who can
produce certified products. This can
have a tremendous impact, because
independent smallholders supply 40
per cent of the world’s palm but ac-
count for less than 15 per cent of the
oil certified under the RSPO - largely
because the cost of getting certified is
higher than smallholders can afford.
That's changing as groups like Indo-
nesia’s 2,700-strong Sapta Tunggal
Madiri pool their resources to certify
thousands of small farmers at a time.

In addition, RSPO has also created a
smallholder fund that supports rough-
ly 11,000 smallholders controlling
55,031 hectares across six different
countries. In total, RSPO has already
certified 113,833 individual indepen-
dent and associated smallholders with
a combined land area of 264,887
hectares. This is promising because
demand for sustainable commodi-
ties should translate into support for
sustainable livelihoods, yet expensive
certification programmes have been
more feasible for larger producers
than smaller ones. Only by engaging
with suppliers in ways that help them
can corporates across the supply chain
help themselves.

On March 15, 2017, the 2017 Supply Change report is to be published via webinar,
co-hosted with the Tropical Forest Alliance 2020 and Innovation Forum. The webinar

contents will be archived.

For more information and download of the report, see » www.supply-change.org
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