
We recommend you read all of Part IV if you are charged with developing or 
reviewing your fi nancial institution’s responsible palm oil policy. Other readers 
need only read the key points summary at the end of Part IV. 

PART IV: MAKING THE 
POLICY MORE 
EFFECTIVE

This part of the handbook gives some pointers on what your fi nancial institution can do to 
help ensure that its responsible palm oil policy is a success. Suggestions are given on how to: 

integrate the palm oil policy with your fi nancial institution’s operational procedures; • 
enable clients to comply with the policy; • 
make implementation of the policy transparent; and • 
deal with complaints and grievances. • 

First though, a few general recommendations on making the policy operational and effective: 

Clearly assign responsibility for implementation of the policy to one of the directors or • 
senior management within the bank; 
Make sure that the policy’s operating procedures are understandable for relevant staff, • 
clients and other stakeholders; 
Involve the human resources division in ensuring that required competencies are • 
developed and training provided;
Adjust your fi nancial institution’s internal incentives as needed to reward deal-making • 
teams not just for speed and volume of transaction, but also for addressing sustainability;
Try to be as transparent as possible, within the legal boundaries of client confi dentiality, • 
on the implementation of your policy. Your fi nancial institution could publish the number 
of deals screened (approved without conditions, approved conditional, declined) in its 
annual report, and could stimulate its clients to disclose their environmental and social 
due diligence documents; 
Be proactive in fi nancing companies and community initiatives that exhibit strong and • 
innovative commitments to sustainable development; and
Participate in the Roundtable for Sustainable Palm Oil (RSPO) to learn more about • 
sustainability issues in the sector and to network with companies that are committed to 
addressing environmental and social concerns in the industry. 
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Integrating the policy into your fi nancial institution’s 
operational procedures
Each fi nancial institution will need to fi nd the best way to implement its responsible palm oil policy 
alongside its standard operating procedures. Below are some general pointers on integrating the policy. 

Parallel processes. Your fi nancial institution will need to ensure that the review and screening pro-
cesses involved in implementing its responsible palm oil policy are conducted in parallel to the fi nancial 
due diligence procedures. This should be the case whether the policy is being applied to the approval of 
applications for commercial loans or investment banking services, or to the inclusion of a company in 
the investment universe of your fi nancial institution. These parallel processes will need to converge at 
key points to ensure sustainability screening is fully factored into fi nancing decisions in a timely manner. 
Due diligence on some aspects of palm oil transactions can be lengthy and time consuming – with 
attendant knock-on impacts in terms of the timing of transaction decisions and disbursements/investments.

Close collaboration. Review and screening for compliance with the social and environmental criteria 
will require specialist input, most likely from outside consultants. It is important therefore that these 
consultants work closely with you, the credit offi cer or asset manager, and your legal department, to 
keep you informed of the progress and results of their work and to feed these results directly into your 
assessment procedures and, in turn, your report to your fi nancial institution’s approval committee. 

Building capacity and confi dence within deal teams. It is important to provide relevant and clear mate-
rials for relationship managers and transaction staff so that they can engage with clients. Some fi nancial 
institutions have developed business case material that outlines costs and benefi ts of adopting more 
sustainable practices. Their staff can use these in discussions with clients.

Clarity for clients. Your fi nancial institution will need to provide clear information to its clients and 
prospects to show exactly how it is integrating the policy into its procedures and how the policy ties in 
with other policies and priorities of the fi nancial institution. For example, when it comes to setting out 
the conditions for fi nancing, the sustainability-related covenants attached to the loan agreements need 
to be presented alongside the fi nance-related covenants. These procedures will need to adapted where 
necessary to deal with the dynamics of syndicated lending and late entrants to deals.

Helping clients to comply with your fi nancial 
institution’s policy
This section outlines some ways in which your fi nancial institution can work with its clients and prospects 
to help them comply with its responsible palm oil policy. Your fi nancial institution can explore ways of 
presenting its sustainability procedures as advisory or relationship management services, that if imple-
mented effectively should help it attract higher quality clients over time. 

For both upstream and downstream companies, achieving compliance with your fi nancial institution’s 
responsible palm oil policy can be a lengthy process. That is why the model policy presented in this 
handbook includes a ‘stepwise’ approach to working with companies that have uncertifi ed production 
units. Such an approach will allow your fi nancial institution to help its clients to meet all the criteria of 
its policy within a reasonable timeframe. You may also want to encourage clients to participate in the 
RSPO to benefi t from the guidance provided to its members and to share their experiences and strengthen 
the industry commitment towards sustainability. 
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A similar approach can be taken for asset management. As a shareholder of these companies your 
fi nancial institution can engage with them and advise them to address the issues highlighted during the 
review process. Such an engagement strategy is most effective when undertaken together with other 
shareholders. Your fi nancial institution can, in collaboration with other shareholders, hire a specialized 
consultant or asset managers to undertake and manage your engagement activities in the palm oil sector. 

Assisting upstream clients
Assisting clients with upstream operations will entail your fi nancial institution providing them with 
practical guidance, and in some cases fi nancial assistance, to help them fulfi ll the commitments they 
make under the sustainability covenants and agreements. As already mentioned, your fi nancial institution 
may decide to fi nance a company’s efforts to achieve compliance with RSPO criteria for an existing 
mill or plantation, or provide pre-project fi nance for a new mill or plantation to ensure that the 
environmental and social impact assessment (ESIA) covers the RSPO-relevant issues and that the 
RSPO-required safeguard assessments are undertaken (see pages 29-33). In addition, for new mills 
or plantations, your fi nancial institution could help the client combine the various safeguard-related 
assessments it is obligated to conduct and to integrate them with its own planning procedures, to help 
cut down on the costs involved. 

Your fi nancial institution can help its clients comply with its palm oil policy 
by providing them with guidance – and in some cases fi nancial support – 
to enable them to fulfi ll their various sustainability commitments in a 
cost-effective manner. 

Your fi nancial institution may also need to direct its clients to literature, expert consultants, resource 
networks and sources of funding to help them undertake the necessary safeguard procedures such as the 
environmental and social impact assessment and the occupational health and safety plan. 

Assisting downstream clients
Your fi nancial institution should also encourage and assist clients with downstream operations to 
achieve compliance with its palm oil policy and help them reduce the risks of having unsustainably 
produced palm oil in their supply chains. In this case, your fi nancial institution can point them to 
information sources, best practice examples and guidance on how to responsibly source palm oil and 
palm oil products and encourage suppliers to adopt sustainable production and processing practices. 
Expectations should be adjusted to take into account the size of the company and existing practices 
that can be built upon.

A few best practice examples
The following are examples of frontrunner downstream companies which your fi nancial institution can 
present as examples of leadership. Clients can visit the websites and contact the companies for further 
details. 

Unilever (www.unilever.com): One of the largest consumer goods businesses in the world, Unilever is 
a founding member of the RSPO. Since 1998 the company has been using a set of ten sustainable agriculture 
indicators to measure improvements by a pilot set of its suppliers. These indicators measure, for example, 
changes in soil health, pest control methods and biodiversity levels. Unilever has also formed a taskforce 
to develop a more transparent sourcing system and standards for palm oil, including contracts, specifi -
cations, tracking and tracing, and best practice criteria for plantations. In May 2008, Unilever pledged 
to have all of the palm oil in its supply chains certifi ed as sustainable by 2015.
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Migros (www.migros.ch): Switzerland’s leading retailer, Migros is also a founding member of the 
RSPO. In 1999 the company worked with WWF to develop a set of 31 sustainability criteria for palm 
oil (available at: www.rspo.org/PDF/Resources/Migros%20Criteria.pdf). The criteria cover transparency 
and verifi cation, legal compliance, and technical, environmental and social requirements. Migros has 
also drawn up a set of guidelines for using these criteria to assess the practices of oil palm suppliers and 
has committed to change over to palm oil that meets these criteria, in three stages. The company’s entire 
range of fats and margarines is manufactured using palm oil produced according to the criteria. The 
next step will be to switch all of Migros’ internal production (bakery products, soups, sauces, confec-
tionery, cosmetics, washing products) to using sustainable palm oil. Then the company will encourage 
its external suppliers to use palm oil that complies with its criteria. 

Encouraging downstream clients to join the RSPO
Your fi nancial institution should also encourage its downstream clients to join the RSPO – following 
the example of an insurance company in the UK, CIS, sister company to the Co-operative Bank. In 
2005 CIS wrote to over fi fty of the companies it invests in, including consumer product manufacturers, 
retailers, chemicals and oil companies, urging them to consider membership of the RSPO. Nine companies 
(Boots, BP, Marks & Spencer, Morrisons, Northern Foods, Reckitt Benckiser, Sainsbury’s, Tesco, and 
Uniqema (ICI)) responded positively and joined the RSPO, while a further eight companies stated either 
that their suppliers are RSPO members or that they are encouraging their suppliers to join the RSPO. 

Dealing with bioenergy clients
There is growing interest worldwide in the use of palm oil as a bioenergy feedstock. Some palm oil is 
already used for biofuel in the transport sector. Palm oil bionergy is also sometimes used for electricity 
or heat generation. 

Your fi nancial institution’s involvement with palm oil bionergy companies should be based on the same 
principles as those mentioned above for downstream companies – i.e. encouraging them to source their 
palm oil from sustainably managed plantations, and encouraging them to work with their palm oil 
suppliers to shift to sustainable production and processing practices. 

However, prudent screening of these clients will require your fi nancial institution to address not only 
the issues currently covered by the RSPO criteria, but also two additional issues: 

greenhouse gas emissions: this relates to the positive or negative impact that the production, pro-• 
cessing and use of palm oil for bioenergy has on greenhouse gas (GHG) emissions. Biofuels have 
been promoted as a renewable energy source that can reduce the use of fossil fuels and the associ-
ated GHG emissions. However, land-use changes associated with the cultivation of biofuel feedstocks, 
and energy used in their production, processing and use, can produce more GHG emissions than the 
use of fossil fuel counterparts. For example, where palm oil is produced on cleared forest land or 
drained and burned peatland. 

displacement of food crops: this relates to the concern that the planned major expansions of palm • 
oil plantations for biofuel may lead to the loss of prime agricultural land for food production. 

42



Financial institutions need to exert particular caution when considering 
investing in energy companies planning to source palm oil for biofuel. 
The potential sustainability problems associated with using palm oil for 
biofuel include not only the issues covered in this handbook but also 
others related to greenhouse gas emissions and the possible loss 
of agricultural land for food production. 

The need for such caution is likely to increase as more governments establish bionergy targets and 
incentives that are contingent on compliance with sustainability safeguards. In addition to climate 
change mitigation objectives, policies promoting the use of renewable energy for transport and power 
are motivated by concerns over energy security and rural economic development. Currently more than 
50 countries have set specifi c targets on the share of renewable sources in the energy sector and/or in 
the transport sector. Collectively, these targets are likely to create steady and growing demand for biofu-
els. 

The European Union has recently adopted a binding target of 20% for the share of renewables in total 
energy generation, with a specifi c 10% target for the transport sector. The US Congress mandated a 4 
billion gallon annual target for biofuel blending (at the moment nearly exclusively based on corn based 
ethanol). Developing countries are also promoting biofuel production. India, for example, has adopted 
a 5% blending target while China is planning to increase its biofuel production and consumption by 
nearly ten times by 2010 reaching 12 million tonnes per year.

Bionergy policies contain different social and environmental safeguards. China, for example, prohibits 
the use of food crops for biofuels and biofuel crop cultivation on arable land, while promoting the use 
of degraded, idle lands. Several European countries have sustainability requirements at national level, 
while the EU plans to introduce a directive covering liquid biofuels by the end of 2008. The directive 
is expected to set environmental, social and GHG reduction benchmarks, and biofuels that do not meet 
these will not count towards the EU mandatory targets for renewables.

These issues suggest a need for fi nancial institutions to take additional caution when considering 
fi nancing, or investing in, energy companies planning to source palm oil for biofuel. These issues go 
beyond the scope of this handbook. For instance, in evaluating an energy company’s overall response to 
climate change issues, your fi nancial institution may want to review the company’s overall commitments 
to energy effi ciency and fuel effi ciency. This could include a review of its efforts to explore the use of 
a range of renewable energies (such as wind, solar, wave and geothermic heating) rather than a narrow 
focus of its activity in the bioenergy fi eld. 
 
A useful document on which to base your fi nancial institution’s approach to biofuel companies is the 
standard developed by the Roundtable on Sustainable Biofuels (http://www.bioenergywiki.net/index.
php/Roundtable_on_Sustainable_Biofuels). Additional information can be obtained from the 
‘Sustainable Production of Biomass’ project group set up by the Dutch government. The report, 
‘Criteria for Sustainable Biomass Production’ , is available at www.forum-ue.de/bioenergy/txtpdf/
project_group_Netherlands_criteria_for_biomass_production_102006bonn.pdf. The document sets out 
criteria and indicators grouped under six themes: greenhouse gas balance; competition with food, local 
energy supply, medicine and building materials; biodiversity; economic prosperity; social well-being; 
and environment. 
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A very good review by the UK government on the indirect impacts of biofuel development can be 
downloaded from http://www.dft.gov.uk/rfa/reportsandpublications/reviewoftheindirecteffectsofbiofu-
els.cfm . 

You may also want to refer to a recent WWF position paper on biofuels which sets out a similar set of 
principles for sustainable biofuel production, processing and use. This paper, ‘WWF Position on 
Biofuels’ , is available at: www.assets.panda.org/downloads/wwf_position_ biofuels.pdf. 

Another useful report, by CIS, examines the importance of sustainable biofuels from an investor’s 
perspective. This report, ‘Sustainability of Biofuels – Risks and Opportunities’ is available at: www.cis.
co.uk/images/pdf/Biofuels_full.pdf.

Making the policy transparent
Being transparent about its responsible palm oil policy will enable your fi nancial institution to build 
confi dence with other stakeholders, such as clients, institutional investors, prospects, NGOs and 
community organizations. In the past and even today, many oil palm plantations which harm local 
communities and the environment have not had any diffi culty in obtaining investment capital. Some 
stakeholders therefore are sceptical about the role that fi nancial institutions play in this industry. These 
stakeholders will not only want information about the objectives and criteria of your responsible palm 
oil policy, but also about its implementation and results. Publicizing the policy and the standard 
procedures associated with its implementation is the fi rst step to supporting transparency. 

Within the legal boundaries of client confi dentiality, your fi nancial institution should try to provide 
meaningful information on the implementation of its policy – for example, in its annual sustainability 
report or in its member report to the RSPO. This might include information on the number of deals 
screened (approved without conditions, approved conditional, and declined). When clients do not 
object, your fi nancial institution could also publish key data on the fi nancing – just as many fi nancial 
institutions are doing already with regard to syndicated loans and underwriting syndicates. Your 
fi nancial institution can also encourage its clients to disclose their environmental and social due 
diligence documents.

One of the fi rst practical things your fi nancial institution can do is to begin to report annually on the 
progress it is making in implementing its responsible palm oil policy, within an annual sustainability 
report on its economic, environmental and social performance. The Sustainability Reporting Guidelines 
of the Global Reporting Initiative (GRI) are a good source of information and guidance on how to 
compile and present this report. For more details, visit www.globalreporting.org. Rabobank is a 
recognized frontrunner in this fi eld and its recent Annual Sustainability Reports have been ranked 
highly among international companies worldwide. For more details visit www.rabobank.com/content/
about_us/corporate_social_responsibility. 

Financial institutions that are members of the RSPO are required to report annually on their progress 
towards meeting the RSPO Code of Conduct, as are other members of the RSPO. 
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Key points from Part IV
Integrating your fi nancial institution’s responsible palm oil policy into its standard palm oil • 
investment procedures will entail: 

implementing the policy in parallel with the fi nancial due diligence procedures; • 
close collaboration between the social and environmental screening and the fi nancial • 
assessment procedures; and 
informing client companies about how the palm oil policy ties in with other policies and • 
priorities of your fi nancial institution. 

Your fi nancial institution can help its upstream clients to comply with its palm oil policy by • 
providing them with practical guidance, and in some cases fi nancial assistance, to help them 
fulfi ll the commitments they make under the sustainability covenants and agreements. 

Helping downstream clients comply could entail pointing them to information sources, best • 
practice examples and guidance on how to responsibly source palm oil and palm oil products 
and encourage suppliers to adopt sustainable production and processing practices. Your 
fi nancial institution can also encourage downstream clients to join the RSPO. 

Financial institutions need to exert particular caution when considering investments in • 
downstream companies that source palm oil for biofuel. The issues here relate not only to 
those covered in this handbook, but also to potential problems with greenhouse gas emissions 
and competition for food. 

Your fi nancial institution can show that it takes its responsibilities in the palm oil sector• 
seriously, by being transparent about its responsible palm oil policy and by publicly reporting 
on the implementation of the policy. 

Your fi nancial institution needs to be prepared for the possibility that external stakeholders • 
may have complaints and grievances about the implementation of its responsible palm oil 
policy. RSPO members will also need to commit to the complaints and grievances procedures 
of this body. 
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Making the policy open to complaints and 
grievances 
External parties may have grievances or complaints on how your fi nancial institution’s responsible palm 
oil policy is applied. For instance, a local community in which one of your clients is operating could 
feel aggrieved by unfair practices of the client that contravene the law or the terms of its covenants with 
your fi nancial institution. To address these kinds of issues in a fair and transparent manner, your fi nancial 
institution could specify who is responsible for the responsible palm oil policy and to whom external 
stakeholders should address complaints about a client’s possible non-compliance with the policy. 

It should also be noted that the RSPO has developed its own procedures for complaints and grievances 
by external stakeholders, which apply to all its members. If your fi nancial institution is, or becomes, 
a member of the RSPO, it will therefore need to commit to these procedures. 




