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Member companies of the Consumer
Goods Forum should accelerate

SU M M ARY their commitments and actions if
sustainability is to become the norm.

Introduction 1nthis report, WWF reviews the policies and performance of member companies of the
Consumer Goods Forum (CGF) regarding the sustainability of their sourcing of key soft

commodities — and finds much more needs to be done.

For sustainability to become the norm, the CGF member companies urgently need to map
their supply chains, engage with their supply chains and industry sectors, commit publicly
and unambiguously to credibly certified sourcing of their key commodities, and improve
transparency by disclosing progress against their timebound sustainable sourcing plans.

Soft commodities — derived from forestry, farming and fisheries — are vital for feeding,
clothing, and helping to fuel the world. However, their inefficient and unsustainable
production can significantly harm communities and key ecosystems. Common impacts
include biodiversity loss, deforestation, environmental degradation, watershed disruption,
climate change and social conflict.

Demand for soft commodities is booming, driven by the world’s increasing population,
growing purchasing power (especially in emerging economies), urbanization, changing
dietary preferences and demand for biofuels, among other factors. We’ll need to grow
more food in the next 40 years than we have in the past 8,000 combined to feed the
global population — in other words, 70 per cent more food by 2050, according to UN
estimates.’ To meet this demand — and avoid devastating levels of deforestation and
forest degradation, overfishing, overexploitation of other natural resources, water
scarcity and hazardous climate change® — we must find a more sustainable way to

extract and produce soft commodities.

T0 SOURCE KEY

[UMMUDITIES WWEF has prioritized making 14 soft commodities more sustainable (see figure 1). They

play key roles in meeting humanity’s growing demands for food, fibre and fuel — but
WHIEH HAVE at the same time can have ruinous impacts on communities and are major drivers of
BEEN [ERTIFIED biodiversity and vital ecosystem loss around the world. To achieve sustainability on Earth,
A[[ORD'NE it’s critical that all stakeholders — including companies, governments, communities, non-
governmental organizations (NGOs) and consumers — align in recognizing the impacts of
TU CREDIBLE commodity production and find ways to balance production with maintaining essential

STANDARDS forests, land, water and ecosystem services.

=

. FAO. 2009. 2050: A Third More Mouths to Feed. Food and Agriculture Organization of the United Nations.
http://www.fao.org/news/story/en/item/35571/icode/. Last accessed 16 May 2016.

2. FAO. 2009. How to Feed the World in 2050. Rome: Food and Agriculture Organization of the United

Nations. http://www.fao.org/fileadmin/templates/wsfs/docs/expert_paper/How_to_Feed_the_World_
in_2050.pdf. Last accessed 16 May 2016.
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This comes with many challenges. These include a lack of awareness of the issues

among some stakeholders; trade flows shifting toward markets that are less sensitive to
sustainability; governments failing to prioritize sustainable production in policy-making —
and even in some cases exerting pressure against sustainable production; and a scarcity of
research quantifying the compelling business case.

Major producers and buyers of commodities have a vital role to play in shifting
production to be more sustainable, together with other stakeholders.

Figure 1
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About this report

The CGF’s
efforts on soft
commodities

The CGF’s work
focuses on four
pillars, one of which

For this pillar,

the priorities are
for companies

to act together

to position the
industry as a leader
in sustainability,
including protecting
against climate
change, reducing
food waste,
improving food

compliance with
good working and
environmental
practices.

Regarding soft
commodities, the

prioritized working
on those associated
with deforestation,
especially palm
oil, soy and pulp
and paper. These
commodities
collectively are
material for the
largest number of
CGF members.

is Environmental and
Social Sustainability.

safety and promoting

CGF has up until now

We all depend on soft
commodities for food,
fibre and fuel.

In this report, WWTF has reviewed the policies and performance to date of member

companies of the CGF to gain an overview of major brand manufacturers and retailers’

status when it comes to the sustainability of their sourcing of priority commodities. The

CGF is an influential business platform with more than 400 member companies from

70 countries, including 256 brand manufacturers and retailers with annual revenues in

excess of US$3.5 trillion. Collectively, they represent a meaningful sample ideal for in-

depth analysis because of their number, size and diversity.

The CGF member companies could have a significant impact on the transformation to

more sustainable global supply chains of soft commodities due to their leverage. WWF

estimates that CGF member companies purchase on average 17 per cent of the global

production of the priority soft commodities, ranging from 7 per cent of global pulp

production to 35 per cent of global dairy production (see figure 2). Many of the CGF

member companies are also considered leaders in their industry and have the ability to

influence their peers.

4MM/FSNOHINOLS AYVHIOIY ®
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Figure 2

Estimated percentage of global production of priority
commodities purchased by CGF member companies
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CGF member The CGF Board has been addressing the sustainability of the soft commodities
com panies associated with deforestation for several years. For example, in 2010 the Board passed
should do more aresolution pledging to mobilize resources within their members’ businesses to help
achieve zero net deforestation by 2020.

There is a widespread perception that most CGF companies have already taken steps
to source commodities sustainably. This is partly a result of the high profile zero
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deforestation resolution, and partly to do with highly publicized individual actions of
several leading CGF member companies. Indeed, some CGF member companies — notably
those that are members of the CGF Sustainability Committee — have demonstrated strong
leadership, endorsing the resolution of the CGF Board and making individual commitments
and action plans, for example to take deforestation out of their supply chains, to contribute
to responsible water stewardship or to source 100 per cent sustainable seafood. Some of
these actions are highlighted as best practices later in the report.

However, comprehensive analysis undertaken between 1 March and 15 April 2016 of

the most recent annual reports, sustainability reports and websites of the 256 brand

manufacturer and retailer members of the CGF highlights that progress so far is too
SU ST AIN ABI_E slow and the majority of CGF members haven’t yet committed to sustainable

SOURCING IN
THEIR SUPPI_Y [:H AIN Disappointingly, WWF’s analysis found that:

NUR TAKEN ANY e Only 42 per cent of CGF brand manufacturer and retailer members
RELATED A[TIUNS publish a sustainability report or include this information in their
annual report. A further 28 per cent do not include information about

sourcing in their supply chain nor taken any related actions.

their sustainability practices in a formal report, but do communicate it
on their website (where the information is rarely independently verified).

e Just 46 per cent report specifically on their soft commodity sourcing
policy or strategy.

e Only 36 per cent of the CGF member brand manufacturers and retailers
have made their own “deforestation-free” commitments. Just 20 per
cent have quantified and timebound actions plans for achieving these

deforestation-free commitments.

e A weighted average of just 22 per cent of relevant companies endorse
credible certification standards recommended by WWF for the
commodities which are material for their businesses. By commodity,
this figure varies from 3 per cent to 71 per cent.

e A weighted average of just 14 per cent of relevant companies have made
quantified and timebound commitments to source according to the
credible standards recommended by WWF. By commodity this varies
from o per cent to 28 per cent.

e Just 22 frontrunner companies (9 per cent of those analysed) have
made quantified and timebound commitments to source all or the
majority of the commodities that are material for their business
according to credible certification standards recommended by WWF.
They are detailed in figure 3.
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Figure 3

The 22 frontrunner companies

Grupo Bimbo General Mills Marks & Spencer SCA
The Coca-Cola Migros- .
Company Johnson & Johnson Genossenschafts-Bund Sofidel
CoIgaFe S.C. Johnson Nike Stores Unilever
Palmolive
CcooP . . .
(Switzerland) Kao Corporation PepsiCo Waitrose
Danone Kimberly-Clark Procter & Gamble
Ferrero L’'Oréal Royal Ahold

e However, the sourcing policies of some of these companies are
imprecise, for example they include commitments to a range of
standards with varying degrees of credibility for some commodities.
Thus they may lack the degree of transparency that stakeholders require.

e Of the 22 frontrunner companies, 12 are members of the CGF

FOR AI-I- UR Sustainability Committee.
THE MAJORITY

UF THE e Out of this group, only 14 companies report that their progress is on

COMMODITIES ~ track versus carlier commitments.

THAT ARE e The percentage of the total estimated volume CGF companies have

M ATERI AI_ purchased that is currently certified, and the volume committed by

FUR THEIR 2020, is summarized in figure 4 below. 2020 volume certification
commitments range from an average of less than 4 per cent for soy to 53

BUSINESSES per cent for palm oil.

Major producers and buyers
of commodities have a

vital role to play in shifting
commodity production to be
more sustainable, together
with other stakeholders.
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Figure 4
CGF members’ commodity commitments as a
percentage of total volumes purchased

ONLY AHANDFUL .
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e Only a handful of CGF member companies communicate their involvement in
activities which are complementary to certification, such as:

— Mapping their supply chains to gain transparency of part or all of
their suppliers;

— Engaging their supply chains, for example by supporting smallholders to
improve production practices;
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— Mobilizing their industry sectors to address systemic issues in production, for
example child labour and gender equality, via platforms or support programmes;

— Advocating for higher production standards and working with governments
in the jurisdictions where they source commodities to influence policies that
incentivize the production of sustainable commodities and eliminate undesirable
practices. Jurisdictional approaches are gaining traction and have the potential to
address underlying issues of governance, legality and livelihoods at larger spatial
scales, but do require direct engagement from leading companies.

Recommendations
for CGF Board
and member
companies

SIGNIFICANT
STEPS FORWARD
IN THE SOURCING
OF SUSTAINABLE

COMMODITIES

As a group, CGF member companies have the power to contribute to and encourage

significant steps forward in the sourcing of sustainable commodities. WWF calls on the

organization to take action now.

WWF recommends the CGF Board to urgently:

Pass a resolution to encourage its member companies to publish annual
sustainability information covering all material inputs and impacts, using the
Global Reporting Initiative (GRI) standards as guidance.

Strive to broaden company participation in the activities of its Sustainability
Pillar, which are at the moment driven by relatively few leading CGF companies,
particularly members of the Sustainability Committee.

WWF recommends all brand manufacturers and retailers, including those which are

members of the CGF, to urgently:

Map their supply chains to understand the sources of their inputs, ultimately
tracing back to point of origin. Knowing the source of soft commodities is
fundamental to driving subsequent strategies and actions.

Commit publicly to source by 2020 at the latest only credibly certified commodities
for 100 per cent of their volume requirements, prioritizing those commodities
which are material for their businesses. For some commodities, supply in the right
volumes may not be available at present in all geographies. In these situations,
companies should highlight the challenges and collaborate with other stakeholders
so that supply issues are resolved as soon as possible. Companies’ commitments
and action plans should be specific in order to be transparent and not leave the door
open to less credible options by the use of vague language.

Publish quantified, timebound action plans detailing how they will achieve the
actions they have committed to.

@ SLOW ROAD TO SUSTAINABILITY — EXECUTIVE SUMMARY



e Report to all stakeholders at least annually on performance against the plans,

verified externally.

e Engage with their supply chains and industry sectors in a collaborative and pre-
competitive way to drive change faster and on a bigger scale. Companies that have
not yet joined industry platforms such as the CGF are urged to do so to amplify
their impact.

e Engage with policy-makers in cross-commodity policy initiatives to advocate for
the elimination of unsustainable practices and explore partnerships to advance land

use planning and sustainable production at landscape and jurisdictional scales.

See the full report at panda.org/cgfreport

Palin oil 1§'one of the 14 'soft
commeodities;tWW Fisprioritizing
making more sustainable.
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THE IMPORTANCE OF SUSTAINABILITY

Biodiversity, ecosystems and
ecosystem services — our
BIU[APA[ITY natural capital — must be
preserved as the foundation
It takes 1.5 years for the of well-being for all.
Earth to regenerate the
renewable resources that
people use, and absorb the
CO, waste they produce
in that same year.
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4 EQUITABLE SHARING
BETTER CHOICES Equitable resource governance

is essential to shrink and share
our resource use.

Living within ecological
boundaries requires a global
consumption and production
pattern in balance with the
Earth’s biocapacity.

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.
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