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Summary

Humane Society International (HSI) welcomes the opportunity to make a submission
to the Senate Community Affairs Legislation Committee Inquiry into the Food
Standards Amendment (Truth in Labelling Laws) Bill 2009.

Specifically, we propose that the Bill be amended to:

1) Include the mandatory labelling of palm oil in the ingredients list of
products
HSI proposes an amendment to the Food Standards Amendment (Truth in
Labelling Laws) Bill 2009 such that FSANZ is required to develop a standard
mandating the use of the words “palm oil” in the ingredients list of all
packaged foods which contain any quantity of palm oil or palm oil derivatives.
The mandatory labelling of palm oil is essential to allow consumers to make
informed purchasing decisions on the basis of health and environmental
impacts.

2) Include the mandatory labelling of the method of production on all meat,
eggs and dairy products
HSI proposes that the current proposed Bill should go further to enhance
national truth in labelling laws.

HSI supports and chooses to make it's submission under the principal issues raised
for consideration by the Committee:

1.

The rights of consumers to be provided with accurate and truthful information to
enable them to make an informed choice about the food products they are eating
and purchasing

HSI proposes that the current proposed Bill should go further to enhance national
truth in labelling laws by means of mandatory labelling of the method of
production on all meat, eggs and dairy products.

That allowing palm oil to be listed as "vegetable oil* on food packaging is
misleading to consumers

HSI proposes a FSANZ standard mandating the use of the words “palm oil” in the
ingredients list of all packaged foods which contain palm oil or palm oil
derivatives.

That palm oil is considered high in saturated fats and consumers should be made
aware if it is used in foods they are eating for health reasons

HSI proposes that the Bill is amended to include the mandatory labelling of palm
oil in the ingredients list of products. The labelling of ‘palm oil’ on products
containing palm oil or palm oil derivatives will give consumers their right to
effectively consider the health affects of products containing palm oil.

That the impact of palm oil production on wildlife, specifically Orang-utan's in
South East Asia is significant unless it is done sustainably

HSI proposes that the Bill is amended to include the mandatory labelling of palm oil
in the ingredients list of products. By labelling products containing palm oil,



consumers interested in the environmental impacts of palm oil can utilise their right to
consumer choice and support more sustainable palm oil production methods.

5.

6.

That sustainable palm oil can be produced with low impact on the environment
and wildlife and with better labour laws on plantations

That manufacturers should be encouraged to use sustainable palm oil in their
production process and can subsequently use the status of "Certified Sustainable
Palm Qil" as a business benefit.

HSI proposes that the Bill is amended to include the mandatory labelling of palm
oil products. Specifically, that labelling distinguishes between certified and non-
certified sources of palm oil.



1) The rights of consumers to be provided with accurate and truthful
information to enable them to make an informed choice about the food
products they are eating and purchasing

Method of production of meat, eggs and dairy products

Consumer awareness of the ethical, environmental and health considerations
involved with factory farming production methods is growing, and consumers are
increasingly wanting to make informed choices on the animal-derived food products
they purchase. Within Australia, HSI has been demonstrated by the doubling of the
free-range egg market in the last six years alone, with the result that it now
comprises over 30% of the total retail egg market value, representing an increase of
more than 200% since 2000. Similar growth has occurred in the free-range chicken
market, with one of Australia’s major chicken-producers, Inglewood Farms, reporting
a tripling in sales over a 6 month period in 2005.?

The growth of these industries is supported by shifting consumer attitudes to the
purchasing of animal-derived products. Recent surveys have revealed that 63% of
participants would be more inclined to buy free-range pig products after becoming
aware of factory farming conditions. In the ACT, a 2005 survey revealed that 84% of
participants felt that keeping chickens in battery cages was cruel, and 73% supported
a prohibition on these cages. Moreover, a survey in Queensland in 2001 showed that
many consumers rank the humane treatment of animals ahead of price.?

Despite HSI growth in awareness and demand, animal-derived food products are still
labelled with a confusing and incoherent abundance of poorly defined and
unregulated labelling terms. These include: caged / battery eggs; barn laid eggs;
free-range, open-range or range eggs; grain fed; bred free-range; organic and bio-
dynamic. None of these terms have a nationally consistent legal definition, or
enforceable standards. Currently, only product labels in the ACT and Tasmania
expressly require the identification of production systems, and HSI only extends to
egg production.

Instead, a suite of voluntary standards and third party certification schemes of
varying regulation have resulted in the big producers redefining the terms to suit
themselves, and consumers left with a spectrum of products produced under a range
of conditions.

As such, we propose an amendment to the Food Standards Amendment (Truth in
Labelling Laws) Bill 2009 such that meat, eggs and dairy products are labelled with a
limited number of nationally consistent and legally defined terms that refer to their
method of production. These terms would relate to criteria on the source of the
product, the type of housing provided and the specific standards of husbandry,
transport and slaughter. These labelling terms would also be linked to consistent
national standards that include those for animal welfare.

A standard of HSI nature would enable consumers to make informed purchasing
decisions on the basis of health, environmental and ethical considerations.

Health considerations




Clear and mandatory labelling of the method of production of meat, eggs and dairy
products is necessary to allow consumers to make informed decisions based on
health considerations.

Food safety is inextricably linked to animal health and therefore animal welfare in
food production systems. The European Commission has related poor animal welfare
and reduced animal health to lower food safety, and for HSI reason has maintained
animal welfare standards within the EU’s food safety policy.® Improved animal
welfare conditions in farming operations reduce the risks to food safety through
reduced stress-induced immuno-suppression, reduced incidence of infectious
disease on farms, reduced shedding of human pathogens by farm animals, and
reduced antibiotic use and antibiotic resistance.®> Specifically, chronic stress in farm
animals has been found to inhibit their immune response to infection,®’ and can
affect food safety through an increased risk of bacterial contamination of food, and a
greater risk of antibiotic residues in food.

Antibiotic resistance and use in food-producing animals

A suite of drugs and medicines are used during animal production in intensive
farming practices. Australia imports around 700 tonnes of antibiotics each year, two-
thirds of which are for veterinary use, and the majority used in the meat and livestock
industry for therapy, disease prevention (prophylaxis), growth promotion (to increase
feed conversion, growth rate and / or yield), and protozoal disease control.® When
used for therapy and individual animal prophylaxis, antibiotics are administered by
injection or orally. For disease prevention of groups, and as growth promoters, they
are given in the animals’ feed. In Australia, the pig industry alone utilises over 200
different varieties.®

A number of these antibiotics belong to the same classes and select for cross-
resistance to human antibiotics. These include avoparcin (a glycopeptide used in pig,
cattle and meat poultry farming operations in Australia), and virginiamycin (a
streptogramin used in pig and meat poultry farms in Australia),’® The EU has
suspended the use of Virginiamycin as an in-feed antibiotic following concern that it
selects for resistance to drugs that are reserved for infections caused by bacteria
resistant to multiple other antibiotics (so called “last-line” drugs).**

Nonetheless, there have been recent reports that the heavy use of such antibiotics
on factory farms is creating a range of antimicrobial-resistant superbugs, including
resistant versions of salmonella, campylobacter and E. coli, that may be transferred
to humans through meat consumption.’®> HSI issue has been recognised by the
World Health Organisation and there have been calls for a reduction in the use of
antibiotics on farms as a result.*®

In 1998, the Commonwealth Department of Health and Aged Care, and the
Commonwealth Department of Agriculture, Fisheries and Forestry established the
Joint Expert Technical Advisory Committee on Antibiotic Resistance (JETACAR).
Following an examination of the scientific literature and consultation with key
stakeholders, the JETACAR released a report of recommendations.** They found
there was evidence for:

» The emergence of resistant bacteria in humans and animals following
antibiotic use
= The spread of resistant animal bacteria to humans



» The transfer of antibiotic-resistance genes from animal bacteria to human
pathogens
» Resistant strains of animal bacteria causing human disease

Although not conclusive, evidence is building that antibiotic-resistant infections may
be linked with the use of antibiotics in food-producing animals. Examples include:

»  MRSA (methicillin-resistant Staphylococcus aureus).

Although mostly found in hospitals, MRSA is a strain that has shown up in
people working in pig farms. It has spread rapidly in the Netherlands,
especially in swine-producing areas, and a Dutch study found pig farmers
were 760 times more likely to carry MRSA than the general population.™ In
June 2008, the Daily Mail (UK) revealed the strain had been transmitted to
humans in the UK, and in August 2008 reported that limited surveys in
Europe and UK had found the bug in raw pork and chicken.*®

= Antibiotic-resistant strains of salmonella, campylobacter and E. coli.
HSI has been recognised by the World Health Organisation who has called
for a reduction in the use of antibiotics on farms and in human medicine. The
UK Food Commission has estimated that 30,000 people every year in the UK
are affected by E. coli infections that are resistant to almost all antibiotics.*’

The European Food Safety Authority has called for a Europe-wide review of safety
regimes to tackle the increasing numbers of bacteria-resistant superbugs and has
stated, “Antimicrobial resistance of bacteria is a growing concern as antimicrobials
become less effective in fighting human infections.”*®

Ractopaymine (Paylean)

Ractopamine hydrochloride (Paylean) is a drug that is commonly used as a feed
additive in Australian intensive piggeries. Ractopamine is a beta-adrenoceptor
agonist, a phenethanolamine salt, and promotes leanness in pigs, resulting in
dramatic muscle growth. Paylean works by directing nutrients away from the
production of fat deposits towards the production of lean meat. It increases the rate
of weight gain in hogs by 10%, feed efficiency by 13%, and carcass leanness by 25%
— 37%. It also reduces the average daily feed intake by 6%. The end result is that,
with 1tgle use of ractopamine, the average producer can earn an extra $5 to $10 per
hog.

The use of ractopamine has been banned in food-producing animals in China,
Taiwan and Malaysia. The use of beta agonists has been banned in the European
Union since 1996.

Bans on the use of ractopamine have been implemented because of concerns of
exacerbation of cardiovascular disease and poisoning in humans eating pork from
pigs given the drug prior to slaughter. The manufacturer’'s product description for
paylean carries the following warning:°

WARNING: Individuals with cardiovascular disease should exercise special caution
to avoid exposure.

Furthermore, people mixing and handling paylean are advised to use protective
clothing, impervious gloves, protective eyewear, and approved dust masks, as well
as wash themselves immediately after handling.



The International Programme on Chemical Safety (IPCS) has produced an
internationally peer reviewed chemical analysis of ractopamine® which includes an
assessment of observations in humans. HSI document notes a range of
cardiovascular effects resulting from the use of ractopamine in humans. These
include tachycardia, vasodilation, skeletal muscle tremor, nervousness, and
metabolic disturbances, in addition to airway hyper-responsiveness and increased
airway inflammation. The analysis notes that people with underlying coronary artery
disease or pre-existing arrhythmias are at an increased risk of tachycardia,
decreased blood pressure and cardiac palpitations. These results were later
corroborated by a FEEDAP clinical trial.?* Furthermore, clinical trials on human
subjects revealed behavioural side-effects including restlessness, apprehension and
anxiety.

Importantly, no long term studies have determined the safety of ractopamine in
humans, and there is no data on the effects of long-term exposure of humans to the
chemical.

While most other drugs used by producers require a clearance time of two weeks
before an animal can be slaughtered for food, there is no such clearance period
required for ractopamine. Pigs can continue to be administered the drug in their feed
right up until the time of slaughter. HSI is despite industry research showing that it
takes a full seven days for 97% of ractopamine to be excreted following a one-time
typical dose.®

Smithfield Foods in the US have reportedly agreed to sell 60-million pounds of
paylean-free pork to China. In order to do so, they stop feeding their pigs paylean for
three weeks prior to slaughter. Evidently it takes three full weeks for paylean to clear
from the body of pigs so that it cannot be detected during inspections. It follows that
pigs fed paylean right up until the time of slaughter have significant amounts of
paylean within their bodies.

In China, pork containing paylean is considered toxic and harmful. There is a
“categorical” ban on pork produced with ractopamine and cases where it has been
detected in pork have resulted in multiple arrests.?* In 2007, China blocked pork
shipments from the US because traces of ractopamine were found. A Chinese
representative has stated, “China does not share the US view that the substance is a
safe product.”®® In Malaysia, where the use of paylean has been banned since 2002,
the government monitors the food given to pigs, and farms found to use paylean are
fined and / or sentenced to two years in prison.”® Ractopamine is also banned in
Taiwan, where pork products are often screened.?’

Environmental considerations

Consumers increasingly want to make environmentally conscious purchasing
decisions, and clear and adequate method of production labelling will allow them to
do so.

It is now commonly acknowledged that rural industries and meat farming contribute
greatly to atmospheric carbon dioxide concentrations, and are subsequently one of
the leading causes of global warming. However, it has recently been purported that a
shift to free range production methods would not only reduce emissions associated
with livestock industries, but would concurrently reduce the effects of global warming
by sequestering carbon out of the atmosphere. As there is more carbon stored in soll



in comparison with the atmosphere, free range farming methods can contribute to the
better management of that bank of carbon. By moving animals frequently, it allows
the grass to accumulate the carbon. The animals then trample the soil, enabling it to
absorb the carbon. When the animals are moved, the grass is allowed to re-sprout
and the process is repeated.”® Such free range farming effectively mitigates the
methane emissions associated with raising cattle.?® Studies are also showing that
cattle grazing on healthier grass that is allowed to regenerate produce up to 20% less
methane during digestion,®® thereby directly contributing to a reduction in
greenhouse gas emissions.

Furthermore, water usage on intensive farms is far greater than that used with free

range production methods. For example, a free range pork producer would use

seven times less water than an intensive farm with the same number of breeding
31

SOWS.

Both the United Kingdom® and Sweden® are considering food labelling schemes
that will provide information on greenhouse gases involved in food production, that
will be linked to environmental standards relating to, among other things, energy
inputs, fertiliser use, soil management, waste management and water pollution.

Ethical considerations

Consumers must have the right to make informed purchasing decisions that align
with their ethics and belief systems.

The conditions in which the 500 million animals currently in factory farming
environments are housed and treated are widely documented. As education
campaigns inform consumers of the common practices in these environments,
including cramped and often inhumane living conditions and cruel husbandry
practices,? there is an increased need for a nationally consistent labelling scheme to
assist consumers to identify those products that are produced according to humane
production methods and standards.

Deceptive and misleading conduct

The Senate Standing Committee on Rural and Regional Affairs and Transport
recently concluded their inquiry into meat marketing, and in the final report® stated,

“...it is currently too easy for food producers to make dubious claims about their
animal welfare practices on the labels seen at retail level. HSI is because it is too
difficult for the ACCC to prosecute misleading and deceptive conduct in HSI area
when the meaning of these descriptors are broadly understood but not clearly
defined. Any misuse of animal welfare descriptors such as ‘'free range' threatens the
competitiveness of genuine producers bearing the increased costs associated with
meeting high animal welfare standards. Animal welfare-related labelling should be
subject to tighter controls to protect both consumers and genuine producers” (p. 33).

Accordingly, HSI is aware of cases of misleading and false labelling resulting from
the current lack of regulation, specifically involving the mislabelling of “bred free-
range” pork products as “free-range”.

In 2007, the Free Range Pork Farmers Association complained to the ACCC about
“Gooralie Free Range Pork” and “Bundawarrah Free Range Pork” marketing their



pork as free-range when it is bred free-range. In 2008, HSI made a complaint about
David Jones marketing “Bangalow Sweet Pork” as free-range when it is actually bred
free-range. More recently, we made a complaint to the ACCC earlier HSI year when
Woolworths told one of our supporters that they stock free range-pork in 50 stores in
Victoria and 20 in NSW — the pork they were referring to was KR Castlemaine and
again it is bred free-range, not free-range.

In all instances the ACCC did not take any further action, claiming that there are no
fixed standards against which to define the terms, and that they cannot be certain of
the average consumer’s understanding of the labelling terms.

Most recently, an analysis of egg industry data from 2006 — 2007 confirmed that
producers are substituting cage eggs for eggs labelled as free-range.*® In order to
produce the quantity of eggs sold as free-range according to Australian Egg
Corporation data, the overall flock of laying hens would have needed to increase by
over 200,000. In actual fact, they decreased by 6% during that time period, indicating
that 36.8 million eggs, or just over 16% of eggs produced, were incorrectly labelled.
Largely to blame is the voluntary accreditation scheme of the Australian Egg
Corporation, who have a vastly different definition of free-range than the definition
endorsed by the Free Range Egg and Poultry Association of Australia.

According to the Australian Egg Corporation, free-range indicates:
= Hens are housed in sheds with access to an outdoor range
= Stocking capacity within sheds can’t exceed 14 birds / m?
=  Maximum of 1500 birds / hectare
= Beak trimming is permitted

The Free Range Egg and Poultry Association of Australia definition indicates:
= Unrestricted access to free-range during daylight hours
= Stocking capacity within sheds can’t exceed 7 birds / m?
= Maximum of 750 birds / hectare
= Beak trimming is not permitted

It is therefore clear that the use of the term free-range is being used to describe
vastly different welfare standards for egg-laying poultry.

International precedents

Australia is lagging behind the European Union when it comes to the labelling of
animal-derived food products. The EU has required the mandatory labelling of egg
production systems since 2004,%” and has simplified labelling on egg cartons by only
allowing the use of the terms “free range eggs”, “barn laid” and “eggs from caged
hens”.*® These are stipulated in Commission Regulation (EC) No 2295/2003 and
amended in Commission Regulation (EC) No 1515/2004, which also defines these
terms according to legislated criteria according to animal welfare conditions.

The European Union has also proposed a mandatory labelling scheme for chicken
meat and meat products based on compliance with animal welfare standards.*

FSANZ Act
While we understand that the primary objective of the FSANZ Act is the protection of

public health and safety, the provision of adequate information relating to food to
enable consumers to make informed choices, and the prevention of misleading or



deceptive conduct are also objectives of the Act. Country of Origin labelling has
demonstrated the application of a national mandatory labelling scheme, facilitated by
the FSANZ Act and incorporated into state and territory legislation, for the express
purpose of “providing adequate information relating to food to enable consumers to
make informed choices”.

Given HSI precedent, and the health aspects described above involved with the
consumption of palm oil and intensively produced meat products, we feel our
suggested amendments are not limited by the FSANZ Act. Furthermore, the
introduction of mandatory labelling of palm oil and the production method of meat,
eggs and dairy products would be complimentary to existing mandatory labelling
schemes.

2) That allowing palm oil to be listed as "vegetable oil" on food packaging is
misleading to consumers

As there are no regulations governing the labelling of palm oil or its derivatives on
product labels, there are a staggering humber of guises under which it is labelled on
ingredient lists.

In addition to the generic “vegetable oil” label that commonly conceals the presence
of palm oil as an ingredient in packaged products, palm oil and palm oil derivatives
can currently be labelled as:

arachamide mea

caprylic triglyceride

capric triglyceride

caprylyl glycol

cetyl palmitate

elaeis guineensis

ethtlene glycol monostearate
ethylhexyl palmitate
hydrated palm glycerides
isopropyl palmitate

myristoyl

octyl palmitate

oleyl betaine

palm oil

palm kernel oil

palm olein

palmolein

palmitoyl oxostearamide
peg-100 stearate

peptide complex

palmitoyl tetrapeptide-3
saponified elaeis guineensis
sodium dodecyl sulfate (or sulphate) (SDS or NaDS)
sodium isostearoyl lactylaye (derived from vegetable stearic acid)
sodium lauroyl lactylate
sodium lauryl sulfate

sodium lauryl sulphate




sodium lauryl sulfoacetate
sodium laureth sulphate

sodium laureth sulfate

sodium palm kernelate

sls

stearamidopropyl dimethylamine
steareth-2

steareth-20

steareth-21

With HSI many possible labelling terms for palm oil on product labels, it is extremely
difficult for consumers to confidently identify products containing HSI ingredient.

HSI Recommends:

A FSANZzZ standard mandating the use of the words “palm oil” in the
ingredients list of all packaged foods which contain palm oil or palm oil
derivatives.

3) That palm oil is considered high in saturated fats and consumers should be
made aware if it is used in foods they are eating for health reasons

Palm oil is used as an ingredient in processed foods worldwide. While the palm oil
industry and some scientists contend that studies show palm oil is safe and good for
human health,***' most health authorities, including the World Health Organisation,
agree that palm oil promotes heart disease. HSI research dates back to 1970.%

Two meta-analyses (a statistical technique that combines the results of several
similar studies) on palmitic acid, a saturated fatty acid that is the major component of
palm oil, have both demonstrated that HSI acid raises blood cholesterol levels. The
first meta-analysis, based on 134 experiments, was conducted in 1997 by prominent
British researchers,*® while the second, conducted in 2003 by scientists in the
Netherlands, was based on 35 medical studies.** In terms of blood cholesterol, the
latter study showed that palm oil is significantly more harmful than other liquid oils
such as canola, olive and soy.

An increasingly large body of scientific evidence prompted the World Health
Organisation to state that there is “convincing evidence” that palmitic acid increases
the risk of cardiovascular disease. It advised that, “...intake of foods rich in myristic
and palmitic acids should be replaced by fats with a lower content of these particular

fatty acids”.*

Moreover, several United States health authorities have warned against the
consumption of saturated fat, a major constituent of palm oil. The US National Heatrt,
Lung, and Blood Institute warned, “Saturated fat raises blood cholesterol the most.
Over time, HSI extra cholesterol can clog your arteries. You are then at risk for
having a heart attack or stroke...A high content of saturated fat can be found in some
foods t?eat come from plants such as: palm kernel oil, palm oil, coconut oil, cocoa
butter”.

More recently, the US National Institute of Diabetes and Digestive and Kidney
Diseases promoted cutting back on, “...foods high in saturated fat or cholesterol,




such as meats, butter, dairy products with fat, eggs, shortening, lard, and foods with

palm oil or coconut oil”.*’

Furthermore, high rates of heart disease in Mauritius in the 1980s have been found
to be linked with palm oil consumption. In assessing whether HSI high incidence was
linked with palm oil, the government switched their subsidy of the cost of oil from one
made mostly of palm oil, to one made mostly of soy.”® HSI change resulted in a
decrease in the consumption of palm oil among the population. Consequently, the
World Health Organisation noted a 15% decrease in serum cholesterol in the
population,*® a finding that was supported by the All India Institute of Medical
Sciences in New Delhi.*

The aforementioned research provides evidence of possible adverse health effects of
palm oil consumption, and consumers should therefore be able to discern products
containing palm oil when making purchasing decisions.

HSI Recommends:

The Bill is amended to include the mandatory labelling of palm oil in the
ingredients list of products.

The labelling of ‘palm oil’ on products containing palm oil or palm oil derivatives will
give consumers their right to effectively consider the health affects of products
containing palm oil.

4) That the impact of palm oil production on wildlife, specifically Orang-utan's
in South East Asiais significant unless it is done sustainably

Palm oil production has boomed in south-east Asia since the 1970s. Areas planted
with oil palm have expanded radically in Malaysia and Indonesia, the world’s largest
producers of palm oil, and its production increased from 151,000 metric tonnes in
1964 to 16.5 million metric tonnes in 2006.>' It is widely recognised that the
expansion of oil palm plantations occurs at the expense of biodiverse rainforests and
carbon-rich peatlands that store billions of tonnes of greenhouse gases.

The cultivation of such large tracts of palm oil plantations is made possible by the
clearing of massive expanses of native forest. HSI conversion reduces biodiversity,
increases the vulnerability of the habitat to catastrophic fires and affects the local
communities that depend on the services and products provided by the forest
ecosystems. In Malaysia, the area covered by oil palm plantations increased from
fewer than 2,849 km? in 1973 to almost 39,965 km? in 2005, while during the same
period in Indonesia the area increased from fewer than 1,036 km? to almost 31,080
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The conversion of land for oil palm plantations by the clearing of tropical forests and
peat swamps has massive ecological consequences, on both a global and local
scale. In terms of carbon storage, deforestation releases large amounts of carbon
that is stored in the vegetation. Oil palm plantations are estimated to hold even less
carbon than a logged forest, made worse by the fact that these plantations are only
viable for 25 years.>*

Furthermore, more and more plantations are being cultivated on vulnerable peat
soils, one of the largest naturally-occurring carbon depots worldwide. To prepare the
soil for cultivation, these swamps are drained and logged, exposing the soil, and




releasing the carbon into the atmosphere by the process of oxidation. Drained peat
soils are also particularly susceptible to fires, which are often deliberately lit as a
means of land clearing, and which result in the release of large amounts of carbon
dioxide to the atmosphere. These fires are most common in Indonesia, but are also
known to occur in Malaysia.>* It is estimated that peat swamps throughout south-east
Asia contain around 50 billion tonnes of carbon,®®® and its release into the
atmosphere from habitat conversion in Malaysia alone has resulted in a 64.7%
increase in carbon dioxide emissions between 1990 and 2003.°” HSI has far-
reaching implications for global climate change.

The process of palm oil production is also very damaging to the local environment. In
2001, Malaysia alone produced 7 million tonnes of crude palm oil, which generated
9.9 million tonnes of solid oil wastes, palm fibre, and shells, and 10 million tonnes of
palm oil effluent, a polluted mix of crushed shells, water, and fat residues that has
been shown to have a negative impact on aquatic ecosystems.*® Furthermore, the
liberal use of petroleum-based pesticides, herbicides and fertilisers involved in palm
oil cultivation contributes to the exacerbation of pollution in local ecosystems.>®

Oil palm plantations are essentially monocultures that have replaced forests with an
immense diversity of shrubs, trees, vines, mosses and other plants, and which lack
the food resources most animals require to survive. Most of Indonesia and Malaysia’s
terrestrial species can only survive in rainforest habitat, not in plantations. In 2004, 47
of Malaysia’s nearly 300 land mammal species (16%) were listed as threatened on
the IUCN Red List of Threatened Species, and 6 were listed as critically endangered.
HSI is in addition to 41 threatened terrestrial bird species.®® The list of threatened
animal species in Malaysia continues to grow with expanding oil palm plantations,
and currently includes species such as the Asian elephant, orangutan, gibbon and
clouded leopard. It is estimated that the plantations provide habitat for only 20% or
less of the previously resident mammals, reptile and birds.®*

In addition, increasing forest fragmentation has increased the incidence of wildlife-
human interactions. Shrinking habitats are forcing orangutans closer to human
settlements, where they raid fruit orchids and oil palm plantations,®® and it is not
uncommon for orangutans to be killed in such confrontations.®® The Sumatran
orangutan is classified as critically endangered on the IUCN Red List of Threatened
Species, while the Bornean orangutan is considered endangered.®* Populations of
both species are decreasing rapidly and given the current rates of decline, it is likely
that they could become extinct in the wild within as little as 10 years.

The tremendous impact of palm oil production on deforestation and global climate
change prompted the Dutch Government to ban the use of palm oil as a green form
of energy from December 2006. The Netherlands was previously the largest importer
of palm oil in Europe, and the fourth largest in the world®®, however, a realisation of
the environmental impacts of its production led to HSI national policy change.

HSI Recommends:

The Bill is amended to include the mandatory labelling of palm oil in the
ingredients list of products.

By labelling products containing palm oil, consumers interested in the environmental
impacts of palm oil can utilise their right to consumer choice and support more
sustainable palm oil production methods.



5) That sustainable palm oil can be produced with low impact on the
environment and wildlife and with better labour laws on plantations

6) That manufacturers should be encouraged to use sustainable palm oil in
their production process and can subsequently use the status of "Certified
Sustainable Palm Oil" as a business benefit.

Sustainable palm oil has entered the market as a result of market demand and
support for producers through the major global certification body, the Roundtable on
Sustainable Palm Oil (RSPO).

Following intensifying social and environmental concern for impacts of palm oil
production, the RSPO was created to establish a multi-stakeholder body that could
develop and regulate more sustainable palm oil production. In 2005, the RSPO
released a set of voluntary standards which included principles on commitment to
transparency on environmental, social and legal issues; environmental responsibility
with regard to waste, resource use, and climate; and responsible consideration for
workers, individuals, and communities affected by palm oil productionee.

The RSPO is a non-profit, industry-led trade organisation who has strategically
established itself within the palm-oil industry aiming to:

[Aldvance the production, procurement and use of sustainable oil palm
products through:

o the development, implementation and verification of credible global
standards and,
« the engagement of stakeholders along the supply chain®’

Despite attempts to develop global sustainable palm oil market, the RSPO has been
criticised heavily on its system. More should be done within, and outside of, the
RSPO framework.

In a recent paper in Conservation Biology outlining RSPQO’s performance, the
following limitations were identified®®:

e The RSPO is dominated by industry who strengthen oil-palm interests at a
executive board level — Out of 312 ordinary-member organisations (October,
2009), 206 are oil-palm growers, producers and traders; only twelve are
conservation groups and eight social development groups; and the remainder are
corporate groups, banks and investors. Such an imbalance surely steers
decision-making towards profit driven, rather than environmentally or socially
driven, frameworks.

e The RSPO has no blanket ban on the deconstruction of peat forests and fails to
recognise the impact oil-palm plantation development has on them.

e Noncompliance by RSPO members leads to continued destruction of primary
rainforests and peat forests — Reports from Greenpeace have shown that RSPO
certified groups involved in sustainable palm oil production have been in breach
of the principles and criteria of the RSPO®®. The most recent being Sinar Mas,
who has been involved in land clearance without environmental impact
assessments, land clearance timber cutting permits and land clearance on deep
peat’® — all highly unsustainable practices.




e The RSPO lacks a budget for proper monitoring and accountability systems — To
add, the RSPO does not use remote sensing tools, which are the most
transparent method for monitoring member practices.

e The RSPO accreditation is too easy to obtain and therefore establishes a broader
framework for what is actually sustainable — The RSPO currently allows
membership without certification of operations so long as they adhere to a lax set
of code of conduct and lowers the bar in terms of RSPO sustainability standards.

e The expansion of oil-palm plantations has a higher impact on climatic change
than the RSPO acknowledges — With the expansion of oil-palm concentrating in
the lowland tropics, and often at the expense of old-growth forests, such tropical
rainforests are, hectare for hectare, probably far more important for mitigating
harmful climate change than other types of forests’*.

e The RSPO is faced with weak market demand — The world’s largest consumers
of palm oil, China and India, have shown little interest in purchasing RSPO
certified palm oil. To add, demand for certified palm oil is weak among
consumers.

Additionally, the RSPO system has been criticised for its limitations in developing real
sustainable outcomes that reduce the impact on affected natural and social
environments. Some of the issues include:

¢ New plantations are allowed to remove forests as long as the land is not deemed
‘high value conservation forest’, which is a term whose definition is decided by
individual countries.”

e RSPO criteria exempt oil palm trees planted before 2005. The fact that oil palm
requires on average 7 years to bear fruit gives organisations the opportunity to
join RSPO and certify their products without actually having to adhere to the
sustainability criteria.”

With the RSPO being founded in 2004, and the first batches of certified palm oil
(CPO) coming onto the market in late 2008, supply and demand for sustainable palm
oil has had a slow start. A report in March 2010 stated that January 2010 was the
first month where demand for CPO matched supply’. RSPO accounts for 35% of
global production of palm oil. However, less than 4% of annual global production of
palm oil is actually currently certified sustainable”.

There are increasing concerns that without sufficient demand for sustainable palm
oil, efforts to develop a strong CPO market and support sustainable practices, and
even strengthening the RSPQO’s system, any attempts to make palm oil production
more sustainable will not develop.

A supply exists, but its credibility is questionable and demand is still low because
consumers are confused on which products contain real sustainable palm oil.

Locally and internationally, palm oil buyers are demonstrating commitment to
sustainable palm oil. However RSPO members still lack the regulatory frameworks
and incentive to trade sustainable palm oil. In Australia, Woolworths has committed
to moving to CPO by 2015°. Internationally, Nestle and Cadbury’’ have committed
to switch to CPO yet these remains to be proven78. Moreover, Unilever, the world’s
largest buyer of palm oil who suspended their $32.6 million contract with Sinar Mas



after a Greenpeace audit found them to be unsustainable in their oil palm production
methods, may be returning to Sinar Mas despite their recent PR campaign which
shows their support for sustainable palm oil”®. To add, amidst the serious allegations
that Sinar Mas is unsustainable they still remain members of the RSPO.

With obvious faults in the RSPO certification scheme, and poor commitment from
buyers and manufacturers, the costs of developing a sustainable palm oil market
needs to be driven by consumer demand. If consumers are more prepared to buy
CPO products then producers, suppliers, and the RSPO will be encouraged to
develop a more sustainable palm oil market. Furthermore, if consumers are to
encourage more accountable sustainable palm oil production then they need
labelling which offers informed choice.

HSI Recommends:

The Bill is amended to include the mandatory labelling of palm oil products.
Specifically, that labelling distinguishes between certified (predominantly
RSPO certified) and non-certified sources of palm oil.
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