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Filling in the gaps of sustainable palm oil sourcing for the
global food manufacturers
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Starting 2019, global palm oil
production cannot match global
consumption. This is reflected in
the declining opening stocks

Growth in global demand for
food, non-food and energy has
increased tremendously, only
halted by the current pandemic

Demand for palm oil will
continue to grow in the future
especially as the population is
expected to reach around 9.5
billion in 2050
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The worldwide Food market is expected to reach
US$8,023 billion in 2020

Worldwide Food revenue in billion US$

e
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* Food market, especially packaged food reached tremendous growth
post-pandemic due to the importance of food and ease of distribution
for food

 Expected to reach US$9,109 billion by 2025. That's how much food?
Where to get source of oils & fats?
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» Confectionary products
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* Global population will reach 9.7 billion by 2050, putting strain on food

production

« Based on current production - consumption gap trends, growth in

production could not match the growth in consumption

« The need for sustainable production of food is crucial
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MSPO Principles Matches the 23
UN Sustainable Development i ﬁ

G o a l s AFF DECENT WORK AND INDUSTRY, INNOVATION ]0 REDUCED

ECONOMIC GROWTH INEQUALITIES

M

Creates jobs which eliminates poverty and hunger,
provide dgcent work apd economic growth, prpmotes 13 ‘e B5eE,
responsible production, actively addresses climate INSTTUTIONS

change, and more z @

The Sustainable Development Goals (SDGs), also known as the Global Goals, were adopted by the
United Nations in 2015 as a universal call to action to end poverty, protect the planet, and ensure that
by 2030 all people enjoy peace and prosperity.
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The 17 SDGs are integrated—they recognize that action in one area will affect outcomes in others, and
that development must balance social, economic and environmental sustainability. , ,
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Certijication Cowneil (MNPOCC) SOZ %
* Incorporated in December 2014 and

starts operation on January 2016 \ /

. Governed by 13 Board of Trustees MPOCC

represente.d by the govemmel?t,- NGOs, MALAYSIAN PALM OIL CERTIFICATION COUNCIL
supply chain actors & academicians

« MSPO Scheme owner - governing body
of the MSPO certification scheme

 Council under the Ministry of Plantation
Industries and Commodities




About MNSPO

Malaysian Sustainable
Palm Oil Certification

v Introduced in 2013, made mandatory inplementation by 1¢
January 2020

v’ Developed based on domestic laws and regulations and
international sustainability requirements

v Takesinto consideration the welfare and ability of smellholders
to obtain sustainable palmail certification

v" Owned by the Malaysian PalmGil Certification Council, governed
by Board of Trustees represented by the government, supply
chain actors, N3Os and academicians

\‘1,, CERTIFYING MALAYSIAN
i« PALM OIL FOR THE WORLD

Principle 1

Management
commitment

respt':;dlbimy 'J >

4 mspo
. Principles
Principle 7

Development of
new plantings

mpocc.org.my

Principle 4
Social responsibility,
health,
safety and
employment




About the NSPO Certification Scheme Nl e

“MSPO is not merely a
national certification scheme,
but is a catalyst for
transforming the industry for
its sustainability, including
smallholders’

The MSPO scheme offers balance
between the ideals of sustainability
criteria and the needs of all involved
the industry especially smallholders
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Impact
Strengthen measures, mechanism &
impact monitoring

Governance
Institutional arrangement, Impartiality,
separation of power and segregation of
duties, accreditation & competency

! Credible & Robust
2 System 4
Sustainability Requirements \ o | Technology
Robust standards requirement, multi- < IT system, traceability, data security,
stakeholders’ input, practicality, , / \\ efficiency and effectiveness
continuous improvement. / . \
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SEGREGATION SUPPLY CHAIN MODEL MASS BALANCE SUPPLY CHAIN MODEL

Mills Transporter Processing facilities End User Mills Transporter Processing facilities End User

MSPO Certified Palm Qil MSPO Certified Palm Oil
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Uncertified Palm Qil
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Sustainable Palm 0if Production e

Erwironument Social

- Adoption of all 6 High Conservation Value (HCV) * Prohibits any form of discrimination and
areas harassment. The organisation shall provide

equal opportunity and treatment regardless of
race, colour, gender, religion, political opinion,
nationality, social origin or any other

« Environmental Impact Assessment (EIA) must be
done for new development depending on the

size distinguishing characteristics

 No conversions of natural forests, protected + Strictly adopt that “No forms of forced or
areas trafficked labour as well as child labour are

« Zero burning policy used”

- Tighten policies on planting on slopes, pit and * Employers to provide decent living conditions
high elevated areas to employees and their families in accordance

to Workers’ Minimum Standards of Housing and
Amenities Act 1990 (Act 446)



N3P0 Achieverments

*Source: as of May 2021, MPOB and MPOCC

88.11-

MSPO Certified
Land Area

5.19 mil ha of
5.87 mil ha oil
palm planted areas

98.4)5.

MSPO Certified
Mills

445 of 452
palm oil mills

A #

MPOCC

Started in 2016, and made
mandatory by Jan 2020, the
nation achieved a total of
88.11% of certified land area
from the total 5.87 mil ha

Shows that despite it being a
national scheme, it goes
through a stringent auditing
system to be certified

Fully supported by the big
companies and large-scale
plantations however the
challenge is trying to convince
the smallholders

Efforts are made to engage
those that have not certified
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“World Resources Institute found, as aforementioned, that over the last three years Malaysia’s rate of deforestation has
decreased annually. This gain is attributed to forest conservation practices, including “recent moratoriums” and “tougher
law enforcement.” Malaysia’s aspiration is now for its entire palm oil industry to achieve MSPO certification by the end of
this 2021, with expected attendant benefits for tropical ecosystems.”

Sustainability First: The Role of Sustainable Palm Qil In Global Food Security and Deforestation Efforts, April
12, 2021

“In Malaysia, for instance, the rate of deforestation has fallen year on year for the last 5 years largely due to the impact
of its own national certification scheme, MSPO—which is the world's first mandatory sustainable palm oil scheme.
According to Glen Hurowitz, CEO of Mighty Earth, although far from perfect such schemes have been so successful
In dropping deforestation from over a million to less than 250,000 acres per year, that they could be used as a “blueprint”
for how to achieve the same in the Amazon.”

COVID-19 Is a Symptom of a Planet That's Been Pushed Past a Tipping Point, November 23, 2020

From 2002 to 2020, Malaysia lost 2.70M ha of humid primary forest, making up 347% of its total tree cover loss in the
same time period. Total area of humid primary forest in Malaysia decreased by 17% in this time period.
Global Forest Watch


https://theecologist.org/2020/jul/30/towards-great-forest-transition-part-2
https://e360.yale.edu/features/how-pressuring-corporations-can-save-the-amazon-from-destruction
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Source: https://www.globalforestwatch.org/



NSPO Achieverents N\

MPOCC

Based on these findings, it is apparent that MSPO certification had increased FFB yield from 17.88 t/ha/yr before
certification to 2124 t/ha/yr after certification the resulting improved FFB yield led to a net additional income of
RM489/ha. This was based on the average FFB price of RM443/t in 2018,

A Comparative Analysis of Agricultural Practices, Costs and Yields of Preand Post-Malaysian Sustainable

Palm Oil (MSPQ) Certification for Independent Smallholders in Malaysia, Oil Palm Industry Economic
Journal, March 2020

The implementation of MSPO through the setup of Sustainable Palm Oil Clusters and the training by TUNAS officers
(extension officers) demonstrated a positive impact on smallholder transformation towards becoming a more
sustainable community [52]. Organizational structure also plays an important role as a conduit to Sustainability 202], 13
3263 6 of 10 facilitate the adoption of certification

Sustainable Palm Qil Certification Scheme Frameworks and Impacts: A Systematic Literature Review, MDP|,

March 2021
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N$PO Voluntary Scheme

* Realistic criteria suited to current national * Criteria and requirements are difficult to be
framework ensuring all who are involved in the adopted by the small plantation/smallholders.
industry have fair market access Only adopted and agreed by big companies.

* Inclusive of smallholders as sustainability  Expensive to implement hence need to be
drivers in the industry for global market compensated with higher premium
acceptance. * Intentions are focused on achieving idealistic

* Greater opportunity of G2G engagement and sustainability requirements while ignoring
adoption of sustainability criteria and practicality

requirements « Governed by business entities with business

« Holistic enforcement to the industry (not focus focused agenda
only on profit gaining)






* Tightening environmental
requirement

« High Conservation Value Area, Environmental
Impact, Social Impact Assessments

* Introduction of GHG calculator
StmwM * Development of MSPO Biomass CoC
| Y Certification
Ravrion |
* Focus on workers' welfare

Done every 5-years to ensure that the . Adopt the ILO definition of forced labour
scheme will always be relevant and adhere

to the sustainability needs by the global

Nl

MPOCC

* Clear definition and guidelines for child, young
person to avoid child labour and exploitation

community

MS2530-20xx will be completed by the end * Improve complaints and grievances mechanism

of 2021 with full rollout in 2023 and make it easier for whistle blowers to
report

* Social impact

« Adoption of free, informed, prior consent (FPIC)



* E-Audit System

» Consistent audit reports, covering vital data
i.e. manhours, GPS, version controls

Nl

MPOCC

* Eliminate human errors as data communicate

Adﬂp"'i/o.,‘/ ol{ between applications through server
automation
TP/CW(’,O? Yy * Blockchain

« Offers decentralised, permanent records for
IT systems involving big data, incorporate MSPO Trace

blockchain in ensuring data integrity and
transparency for a complete traceability
module

* Improve transparency and data integrity

« Consumers / Retail Ready

« All MSPO certified palm oil can be traced from
products to the plantations

* Gain consumers’ trust as supply chain is
transparent
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{@} Hov, EIA SIA Assessments ol
@ Management of Assessors t. b~ E-Assessment System

&l
@ GHG calculator

@ Assessment reports for CBs audit

- @ Real time GPS coordinate » y
L# '-:. L"‘ E-Audit System @ Real time report submission I“II“”

Elle
@ MPOB Data @ Integrity of audit reports

@ GPS Coordinate i.e. man hours, accurate report
Introductlon of
CoC Biomass

Complete traceability
Comprehensive logo module

ORCORC)

Data integrity

2021 2022 2025



» Market Acceptance

 To seek like-minded companies that believes in
the importance of sustainable production
without burdening the company and consumers

’ through unnecessary costs from idealistic,
Sta/k@‘\,o Cd/ﬂ/rA impractical requirements

 Share a common value in value-sharing among

)
CO cea,‘ﬂora/twm partners - especially the less fortunate like

Nl

MPOCC

smallholders
Most important component in ensuring a « Adoption by government / authorities that
complete supply chain for the MSPO seeks Malaysia as a friendly and reliable
certification trading partner

Who gets to decide what is the right
sustainable certificate? If it's adopted by a ¢ Support

group of like-minded people, it will be the

accepted standards « MPOCC is willing to work with companies by

helping out on initial certification processes
and in terms of costs and potentially other
means
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Balance behween dustainabilily requirements

Growing at a slower pace, world population is expected to reach
9.7 billion in 2050 and could peak at nearly 11 billion around 2100
- Department of Economic and Social Affairs (DESA), UN , ,

Palm oil as the most productive source of edible oil will continue
to meet the global demand, especially food. Will not go away.

Adopting sustainable development in all industries is key to
ensure that there will be enough for everyone now, and in the

future

Hard work
NOW s the time to look for the right partner on your Time consur_ning
organization’s sustainability journey - without putting too much Lots of moving parts _
burden on the business and still adhere to sustainability No one-way approach to it

requirements
Worth it - in the end



Y MsPo?

 Fair - offers affordable certification, market
access to ALL involved in the industry especially
the small farmers

* Traceable - can be traced to its source
through MSPO-Trace. Prioritizes transparency,
data integrity and retail ready to provide
credibility

* Government initiative - covers the needs of its
people and partner countries vs corporation
initiative (image / profit focused)

* Practical - balancing sustainable
requirements and realistic implementations




Cwrvent
Collaborations

Accepted by the Olympics 2020, Winter
Olympics 2020 and the Paralympics 2020
sustainable sourcing. Shipment to Japan on
May 2021

Collaborations with International Labour
Organisation (ILO), US ILAB in addressing
labour issues in the oil palm plantations

China Green Food Development Center and
food companies in getting MSPO accepted
through mutual acknowledgement and
promotion

NEXT: Black sea region food companies /
government agencies?
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