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EXECUTIVE SUMMARY

Forests and grasslafmomes are the source of numerous environmental and secianomic benefits:

they host a diverse range of plants and animals; they are carbon sinks; they provide a wide range of
ecosystem serviceand, they support millions of women and men who dependforest resources for

their livelihoods and sustenance. Some of the most highly dense forest cover in theisywedent in
Indonesia andgrassland biomes including the Cerrado in Brazil and Chaco in Paraguay represent areas
of biodiversity andenvironmental, social and economimportance.

Despite their importance, forests and grassland biomes are increasingly threaf@eewnd for

agricultural commodities such as oil palm, soy, and basfesultedin large scale conversion of tropical
forests andgrasslandsCommercial agriculture alone represents two thirds of tropical deforestation.
Conversion of grassland biomes for agricultural production is becoming increasingly common, along with
the accompanying negative impacts on the range of environmeamlsocieeconomic benefits these
ecosystems provide. Biodiversity loss, carbon emissions, reduction in ecosystem services, loss of
livelihoods, and increased poverty for local communities and indigenous groups are all consequences of
agricultural expansin and unsustainable practices

Many countries and companies have come together to express concern for trends in global
deforestation. The 2014 New York Declaration on Forests succeeded in uniting governments,
companies, and other stakeholders in a deafn to decrease by half the rate of global deforestation
by 2020, and eliminate it by 2030. The three Rio Conventions (1992% Conventioron Biological
Diversity (CBDgnd the United Nations Framework Convention on Climate Change (UNFFCCC)
demonstiated broad government support for action to combat negative environmental treindiiding
deforestation

In addition to support for global conventiossich as the New York Declaration on Fordstalers,
brands,andretailers have increasingly committed teduced deforestation purchases, demonstrating

their demand forreduced deforestatiomommodities (detailed in Section 1.8uch commitments have

been scaled into industry platform level pledges, such as the pledgke part of 57 companies of the
Consumer Goods Forum (CGF) to take deforestation out of commaodity supply chains for palm, soy, beef
and pulp and paperActions to curb demand for commodities from deforestation have taken place
globally, and present areng foundation on which an integrated initiative on reduced deforestation
demand can be successfully built.

While initiatives such as the New York Declaration of Forestsa@BDNFCC@s well as corporate
commitments haveaddressedand continue tcaddress major threats and barriers for global forest and
grassland conservatiorespecially in the scope of the critical biomegpacted by deforestation for oil
palm, soy, and beef productioncritical issues and gaps hinder further success: (1)finmurft

awareness and/or capacity for companies and investors; (2) lack of commitment to screen investments
to ensure reduced deforestation practices, and lack of disclosure on all investments; (3) limited
collective action among companies and other stakdhbrs; (4) weak enabling environments or

conflicting policies inhibit capacity to meet demand feduced deforestatiocommaodities; (5) lack of
consumer awareness on the benefits of sustainably produced commodities; (6) limited transparency
tools that hdp actors understand expected demand, and where/how commaodities are being produced,
traded and consumed; and7) limited market intelligence and projections to inform public and private
decision making.



To address these gaps, tDRGEF6 Integrated Appach Pilot Program (GEF PMIS 9073king
Deforestation out of Commodity Supply Chajmell build on a history and baseline of work by WWF
Market Transformation Initiative (MTI, now WWF Markets), UNDP, IFC, UNEP, CI, asfel. UNEP
Commodities IAP Pgoam will: support the uptake okduced deforestatiomproduction practices

through the UNDRGERProduction Child Projecstrengthen the enabling environmefar reduced
deforestation commaodities through th&/WFGEF Responsibl@emand Child Projecenharce

investment inreduced deforestatiomommodities through the WB/IFGEF ransactions Child Project

and strengthen global capacity to leverage demand, transactions, and production in an integrated and
synergistic way to deliveeduced deforestatiomommodities (UNDRGEF Adaptive Managemesautd
LearningChildProject).

TheWWFRGERResponsibl®emand Child Projecimore specifically, will strengthen reduced
deforestation supply chairfer oil palm soy, and beeby focusing on demand actorthe Demand Child
Project aims tsstrengthendemand forreduced deforestatiomommodities amongst consumers, policy
makers, companies, and investors. These actions will build towards the project objective, which is to
strengthen the enabling environment and digdband private sector demand foeduced deforestation
commodities in priority markets.

TheDemand ChildProject hasifre interrelated components designed to scale up existing baseline
programsandaddress key threats and barriers to demand for redudefbrestationoil palm, soy, and
beef. The components will includé€tl) mainstreaming demand for reduced deforestation commodities
with major buyers and traders; (2) strengthening the enabling environment for reduced deforestation
commodities in demand nrkets; (3) promoting reduced deforestation commodities in major markets;
(4) advancing supply chain transparency, traceability & decision support &owls(5) Monitoring and
Evaluation.

The target commaodities of thBemand ChildProjectt oil palm, soyand beet are those driving
deforestation in high biodiversity tropical regiorkhis translates to Project action in key geographies
affected by these commoditiesil palmin Indonesiaand2 Sa i ! FNAOIFIT FyR &a2@& AY
beefint | NJ 3ICzhcé. Dhee Project is designed to allow otfemandcountries to participate as
appropriate. The Project will leverage existing global market demanefiurced deforestation
commodities to drive change among actors in these target regions, while buildinglementary
consumer demand, government policies and needed tools. Coordinated actwitiethe other
Commodities IAP NP2 2Wlihélfeisure that increased demand translates into reduced biodiversity
loss and deforestation. The expected delivdestof the project are increased, enabled, and mobilized
demand for reduced deforestation commitids in target regions, witsubsequent global uptake. In
conjunction with the 1AP as a whole, expected benefits include reduced deforestation for agricultural
commodities that will extend throughout the life of the program and beyond.
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SECTION 1PROJECT BACKGROUND

1.1 Program background

CKA& LINRP2SO0G aDSYSNIraGAy3a wSalLkRyaiofS 5SYIYR F2NJ w
project under the UNDISEF 6 Integrated Approach Pilot (IAP) progiBaking Deforestation out of
Commodity Supply ChailsK S L!t LINRINIY Aad FRGFIYOAY3I Iy AyidSIaN
tackling the underlying root causes of deforestation from agriculture commodities, specifically beef, oil

palm, and soythat togethe account for nearly 70% of deforestation glob@ppendix 1) To vastly

reduce or take deforestation out of these commaodity supply chains, production has to come from areas

that do not contribute to further clearance of natural forests.

The Theory of iange for theoverallprogram builds on the premise that the increased adoption of
agricultural commodity production practices that are less destructive of forests is contingent on several
factors. Firstly, enabling conditions including policies and laedspatial plans must be in place to

make the right lands available for production and to make high biodiversity value and high carbon stock
forests less accessible. Secondly, producers need enhanced capacity to adopt good agricultural practices
and improwe yields. Thirdly, increased financial flows and economic incentives are necessary to support
these good production practices in the right locations &ader incentivesnust be provided in

inappropriate locations. Fourthly, market awareness and demancefiuiced deforestation supply are
critical to promote more sustainable production. If these factors are addressed, agricultural production
can be increased and growth achieved with sharp reductions in deforestation compared to buasiness
usual scenarios.

The IAP program has been developed through a ragkincy consortium that builds on the strong

baseline of work by UNDP, WWF, IFC, UNE&hd CI. The overall IAP program is designed through the
supply chain lens for each of the three commaodities, andase consultation with four countries

associated with their production: Brafilr soyand Paraguay fdveef;and, Indonesia and Liberia for oil
palm(see Appendix 2 for map of target countrieBy applying the supply chain lens to the overall

design, the IAP program engages all major actors to harness best practices and sustainability principles
for production, generating responsible demand and enabling financial transactions. The Progiaen will
carried out in an integrated, coordinated and synergistic fashion in order to foster sustainability and
achieve transformational impact. The ultimate goal of the program is to make the drive for sustainable
products associated with significantly reduageforestation become standard industry practice.

The entire Program is organized into four major components that will be delivered through separate
child projects as follows:

1 Support to Production (led by UNDRhe focus is on promoting good practand
sustainability principles at the production end of the commodity supply chain. This component
will enable supply and production in the right areas and location while conserving the forest and
reducing deforestation in the targeted landscapes. Keyggguhies have been targeted for
demonstration of best practices for sustainable production of oil palm (largest driver
deforestationin Indonesia and SoutEast Asia), and soy and beef (largest drivars
deforestationin Latin America).

9 Generating respnsible demand (led by WWFThis component seeks to strengthen the
enabling environment for increased demand of reduckdorestation commodities in priority
markets. The focus in on targeted engagement with key buyers and key markets that have




representd the majority of recent demand, domestic demand for these commodities within the
production countries, and emerging economies where demand is increasing.

1 Enabling Transactions (led by World Bank/IF@)s component seeks to improve the resilience
and ompetitiveness of financial institutions, enabling them to develop in a sustainable manner
with improved risk management practices and innovative products to accelerate the production
and supply of forest friendly commodities. The aim is to support theldgment of investment
transactions either via banks, investors or companies that reduce deforestation in key
commodity supply chains on a commercial or blended finance basis.

1 Adaptive Management and Learning (led by UNDPaddition to overall coordirieon of the
Program to ensure coherence and consistency, as well as communications and partnership
building, this component will foster substantial knowledge management at the global level to
advance the supply chain approach for beef, soy, and oil pais will include a Global
Community of Practice to share best practices and promote learning, and a Global Research
Impacts platform to develop robust and polissievant evidence base on the effectiveness of
different voluntary sustainability standardsrfdeforestatiorfree commodities.

Following Council approval of the PFD, the government of Brazil requested an explicit focus on the soy
supply chain, bringing together substantive aspects on Enabling Transactions, Responsible Demand and
Support to Prodation into a single child project for Brazil, with UNDP as the implementing agency and
Conservation International as executing partner. The government of Brazil proposed that the child
project be formulated on a baseline targeted on the MATOPIBA regitmeg@htion for the States of
Maranhdo, Tocantins, Piaui and Bahia), for which a proposal had been developed with the Brazilian
government and approved by the Grupo Técnico de Avaliacédo de Projetos (GTAP).

The IAP Program is expected to generate mulipllestantial global environmental benefits to the GEF
replenishment targets, including reduced deforestation from agricultural commaodity production,
biodiversity conservation and sustainable forest management. This is shown in the table below.

Tablel IAP replenishment targets

GEF Replenishment Targets IAP Indicative Targets
Improved management of landscapes and seascapes covering 300
million hectares
120 million hectares under sustainable land management 1 millionha
750 million tons of Cfmitigated (include both direct and indirect) 117.5million tons CQe

23 million ha

1.2 Background and Context

Global demand for agricultural commodities is driving deforestation. Land is cleared to produce
commodities including palm oil, soy and beef that are the foundation of millions of products traded
globally(CDP, November 2014j is estimated that commercial agriculture for these three commodities,
plus timber and pulp, drives apprioxately 70% of tropical deforestatidhawson, September 2014)

Deforestation has lasting negative environmental impacts fggeendixl for details).The clearing of
tropical forests is the biggest threat to priority terrestrial species, and an estimated 4,000 plants and
animals are threatened by agricultural expansf{iellemann, MacDevette, Manders, & Eickhout, 2009)
In addition to biodiversity loss, ecosystem services such as fresh water and other forest resources are
degraded. The loss of forest resources equates to the loss in livelihoods for local whophave
traditionally gathered forest based prodiscfor consumgion and incomeMoreover deforestation



contributes significantly to increased GHG emissiBesween 2002005, three gigatons of carbon
were emitted per year due to global tropical deforestati@vans, 2012)n total, agriculre and land
use change are responsible for 24% of global GHG emisSithesNew Climate Economy, 2014)

The target commodities of this project are oil palm, soy, and d2eé to its high efficiency and low cost
per hectare palm oil now accounts for 39% of global vegetable oil production glol§@iypta, 2016)Qil
palm is used in products across a number of industries, including food, animal feed, cosmetics,
pharmaceuticals, chemicals, and biofué palmproduction is concentrated in South East Asia
(namely Indonesia and Malaysiajhile West Africéds emerging as a new frontier of oil palonoduction.
Demandfor oil palmmore than doubled between 2088010 and continues to graweaching 60nillion
tons in 2014Prokurat, 2013}1JSDA016). Majordemandcountriesincludelndia the EU and China
(USDA016). The impacts dffom oil palm productionare detailed imMAppendixl and in the UNDISEF
Production Child Project

Accelerating demand faoy (for animal feed and other uses) hiesl to greater conversion and
expansion of soy production areakis trendis expected ta@ontinue, with one study suggesting that
demand will drive an estimated 155% increase in production required by 2056 gpeadix1)
(Prokurat, 2013)Major exporting countries of soy include the U.S., Brazil, Argentina, Canada, and
ParaguayPotts, et al., 2014Primary demand markets for soycludethe EU and ChingySDA2016).

Beefproduction in Latin America is highly extensinesulting in significant environmental impacts
(further detailed inAppendixl). Top exporting countries include BrazilBighest exporting country)
and Paraguay [§. Major importingcountries include Russia, Japan, China, and the EU (EBA

Driven by rising populations and a growing middle cliass estimated that demand for food products
will increase 70% by 20%R&issinger, Herold, & De Sy, Auge12) Thisgrowing demandwill continue
to fuel expansion in biodiversity rich areas such as the CeiraBoazilandtropical forests inndonesia.

Increasing global recognition of these environmental impactsshared companies, investors,

govenments and consumers to strengthen demand for commodities do not lead to further

deforestation Companies and investors have been making public commitments to source

d RS ¥ 2 NF aANdsdroditigs, with some frontrunners making progress in implerimenthese
commitments.Consumers are increasingly demanding and purchasing sustainable products, which is
especially evident in markets such as the EU. This consumer ddmarsgnt a strong market signal to
companies to source and make available sustainable products, showing the value of consumer demand
in drivingenvironmentally friendly practices. Governments have been advancing policies to incentivize
reduced deforestatin practices and to influence market demand (e.g. Brazil Forest Code, EU import
requirements)

Governmentghat have signed onto a number of international conventions are beginning to move
forward on their commitmentsThe Convention on Biological Divigrseeks to conserve biodiversity
and ensure its sustainable use. The Framework Convention on Climate Chasgesabilize
concentrationsof GHG$n the atmosphere. The Sustainable Development Goals (SD@jreeré at
endingall forms of poverty whé addressing a range of social and environmental neBusse United
Nationgxonventions represent an importastepfor future policies and practices.

The above mentioned factorscompany commitments;onsumer demand, and country poés¢ have
resuted in sustainable products entering the marketplace at various rates: 20%pafimils now



certified sustainabléthrough Roundtable for Sustainable Palm ,@Ner 26 ofsoytraded meets
credible certificationthrough ProTerra and Roundtable for Resgible Soy)and while there is no
globally certified sustainable besfandardin the mainstream markeds yet,it is in development and
relatedprinciples anctriteria have been drafte VWFMTI, How WWF Market Transformation Weyk
2015)

Tostrengthendemand for sustainable commaoditissngadng four key market actors is required:
corporations (e.g. buyers, processors, traders, retailers), investors (e.g. pension funds, insurance
companies, investment funds), consumers (e.g. individual retail byyemd)governments (e.g. local,
federal, multilaeral agencies) (see Figute Additionally,there is a need fotransparency in the supply
chain so that production can be attributed to end users.

tittiteeeeee 4
Ly o

Demand
project
Retailers

Processors & brands

Traders

Government policy

Banks and financial
institutions

1.5 billion Producers

Figurel Global market structure and levers

1.3 Environmental Problem, RddCauses, Barriers

1.3.1 Environmental Problem and Root Causes

CNRBLAOIE F2NBada FyR al ghyyrKa OoOGNBLAOFE F2NBad N
surface and yet host the majority of all terrestrial biodiversity. Tropical forests alone harbor at least half

2F (KS ¢2NI RQa (SRRBEUNRY &0 i2 R 2 FRaNderNzgg®@a& ¥ Ry R & dz
Davis, 2013)Savannas also represent critical sources of biodiversity. Not only do savannahs and forests
provide habitat for diverse animal species, they also prowidtershed protection, prevent soil erosion

and contribute to the maintenance of water cycl€®arests also play a key ras carbon sinks,

mitigating the increase of global warming through the absorption of carbon dio&idlesequently,

deforestation reslts in a decline in wildlifd y R &Ay OS F LIWINREAYI St& ym: 27
species are in tropical rainforests, deforestation threatens biodiversity on a global Befdeestation is

the largest source of GHG emissigWéVF, 2016)

Along with timber and pulp, the production of the three commaodities targeted by this prqjeittpalm
soy and beet hasdriven approximately 70% of tropical deforestation. A root cause of this
deforestation by agricultural produicin of key commaodities is demanahichwill continue to rise as



populations grow to an estimated nine billion by 2050. In additibamiddle class is expected to triple
by 2030, creating a larger per capita demand for palm oil, soy and beef produstsvill likely double
food consumption by 203(Lawson, September 2014ome estimate a 70% increase in demand for
food products by 2050driven bya global population more urban and prosperous in natiigessinger,
Herold, & De Sy, August 2012)

Millions of people rely on tropical forests and savannas for their livelihoods through cultivation, hunting
and gathering, harvesting nemood forest productsand artisanal activities such as woodcarving.

Farests are also a source of subsistence for local communities providing medicine, sources of protein,
and fuel wood for energy and cooking. Forests are of particular significance to women. Studies have
aK2gy GKIFG 62YSyQa Ay @2 addsividymber forgstryiproductdtiolyS Ol A 2 v
increases income levels but also increases thtrasehold equitf UNEP, 2009 herefore, forests
contribute to poverty alleviation as well as having a notable impact on gendeioreaForests also
function as crisis or emergency safety nets in cases where, for example, crops fail or heads of
households are unable to work from illness or accidents, providing additional sources of income and
employment through the sale of surplusags and service@NEP, 2009 Consequently, deforestation
leads to the disruption of countless livelihoods ar@hdisplace men, women and children leading to
increased levels of poverty.

1.3.2 Barriers

Deforestation driven by a demand for commodities exists because key actoospanies, investors,
consumers angbolicy makerg have not fully integratedhe impacts of deforestation, and the benefits
of reduced deforestatiomgriculture into their decigon making Moreover, there is lack of
transparerty insupply chainsrendering them essentially invisible to mastany companies have not
committed to reduced deforestation policies, or do not disclose their sourcing practicdsnvestors
do not disclose whether their investments are linked to deforestation practibtsy governments
have notadvancedooliciesto support demand foreduced deforestatiomcommaodities. Consumer
demand forreduced deforestatiomproducts is lacking in key markets, padiiarly in developing
countries. Finally, lack of access to informatan transparencyn commodity production, trade and
consumptionis a barrier to all actors.

The barriers to sustainable demaimddrivingreduced deforestation commaodity supptan be
attributed to sevenkey categoriesSe the Conceptual Model in Appendix 3 for more detail.

COMPANIES AND INVESTORS

1. Insufficient awareness and capacity some cases, there is limited awareness within companies of
the value of sourcingeduced @&forestationcommodities, andhe risks of deforestation in their
supply chainln other cases, companies may not have sufficeamacity or toolso verify the source
of acommodityor whether itwasgrown sustainablyTheymay not have the capacity tmplement
reduced deforestatiomommitments through development of, for exampiesponsiblesourcing
policies CDP, November 201€DP, December 201Bregmaret al., 2015) The result is continued
demand for commoditiethat may belinked to deforestatiorpractices.

2. Lack ofinvestment disclosures and lackerfvironmental social and governance (Efa@&)sting
policies While increasingiransparency and discdoire requirements for investomend for their
investeegemains limited investors play an imptant role in corporate behavior in that they can
require disclosures frorthe companies in which they invest, with this disclosure bolsteend



informing public actionlnvestors have limited requirements themselves in the extent to which they
have to dsclose their investments, as regulators have not demanded such. By definition, this means
that there may be risks that companies or investors are taking that are not disclosed to the public.
Moreover, investors may be responsible for, and in fact be dyjwieforestation practices without

public knowledge. This lack of transparency in the relationship between investors and companies in
their portfolios is a barrieto reduced deforestation practices both by companies and investors.

3. Limited collectivaction among companies and other stakehold@&scause markets are the result
of decisiongnade bynumerous individuals and institutions, the impaofdandividual corporate or
investor action is limited. \ihout collective action and preompetitive indusry standards,
individual action is seen as costly, complex, and misaligned with current market incentives (at least
in the short term). As it currently stands, existing individual corporate actions are disparate and not
extensive enough to change the buakthe supply chain towards reduced deforestation practices.

POLICY MAKERS

4. 2SI 1 SylLofAy3a SYy@ANBYYSyYy(d 2NJ O2nygefFthek d@mangsTor L2 f A OA ¢
reduceddeforestation commoditiegolicies that do notccount for the longerm benefits of
forests and biodiversitgan lead tgoolicies that allow for, or even incentivizigforestation on the
ground. Such policies canise due tacompeing definitions of what reducedeforestation means
and what geograpia areas it applies tdrhis confusion can make it difficult for companies to verify
reduced deforestation commodities, and deters companies from making commitments because
they cannot give their customers confidence that their products are in fact sast@irStandards
and certification schemes offer one solution, but have seen limited uptake, partly due to the costs of
meeting certifications and limited demand or awareness of such options.

CONSUMERS

5. Weak awarenessf the benefits of sustainably producedmmoditiesConsumers are often
unaware of the extent of deforestation and how it is linked to the products they purchase. Similarly,
consumers may not know the environmental and social benefits of sustainable products. For
example, consumers often do nkhow that oilpalmand soymay be embedde in theproducts
they consume such dmeef, chocolate, or cosmeticAdditionally, in some markets these products
are sold in bulk, negating opportunities for brandifiis lack of awarenessaansconsumes may
continue to buyproductsassociated with deforestatiotinked practicesDemandfor reduced
deforestation products is currently greaterdevelopged markets thanin developng markets (The
Regeneration Roadmap, 2012, Chkanikova & Mont, 2015, The ConsueherF3om Marketing to
Mattering). Greater consumer awareness and demfordeduced deforesatioproductswould
encourage companies to offer sustainable products where they currently do not(Kxistar, 2016;
Huston, 1986; Dattaro, 2015)

TOOLS

1C2NJ SEFYLX S5 | adN©BSe I ONraa &aAE YIFEN]SGa GKIG F&a1SR 6K
LIJdzZNOKF &S LINRPRdzOGa GKIFG FNB JI22R F2NJ GKS SYGANRBYYSYd |yl
more positively (82%) than respondensdeveloping markets (49%) (The Regeneration Roadmap, 2012).
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6. Limited transparency toots help actors understand where commodities are produced, traded and
consumedSupply chains for soy, beef and oil palonrently face limited transparencyfhis iartly
due to the stucture of the supply chain, witbtommodities being cemingled consolidated or
processedat multiple locations athey move through the supply chain. Lack of transparency means
that it is difficult totrace acommodity (including whether the commoditylisked to deforestation)
to a specifidrader, processor, or port of entry. This lack of transparency hinders corporate efforts to
source sustainably, obscures accountabilitytfmseactors sourcing commodities linked to
deforestation practices, and litsiinformed decision makingy corporations, governmens, and
consumers

7. Limited market intelligence to inform public and private decision maklifigle there is available
data on commodities and trade, it is often fragmented, not regularly updatednahdnalyzed
through a market intelligence lens. Limited market intelligence means a lack of information on how
overall commodity demand trends are impacting forests well as areas pbtential leakage; how
sustainabd demand is impacted by reducddforestation initiatives and, how actorscan accelerate
the growth of reducedieforestation commodities. For public and private actors, limited market
intelligence means less informed decision making iaability to measure the impadaif those
decisionsThis represents a barrier tieduceddeforestation commodity demand.

These barriers (summarized in TaB]dy projectcomponent) manifest themselves differentlyaach
commoditymarket. Understanding the gapsd how to addresthem requiresan understandingof
SIOK YINJ SiéQa dzyA ljhdebcordpaner hniedtdsy gb\ErnmeyitOdnadlizBRrisymars
incorporate sustainability into their decision making. Moreowar,understanding of the role of
transparency in driving responsible demand ne¢adl be understood.

Table2 Barriers to sustainable demand

Category / type | Element Barrier
1.1Key buyers and traders 1.1Limited awareness of the risks of unsustainable sourcing
make commitments and have | and the benefits of sustainable sourcing means companies
increased capacity to continue to source reduced deforestation commodities.
1.Buyers, implement commitments to Companies that have madeeduced deforesttion
traders, and source reduced deforestation | commitments may not have the capacity or connection up the
Investors commodities. supply chain to source sustainable commodities, or have only

partially implemented these commitments, allowing
deforestation production practices to continue

1.2 Investors incentivize 1.2 Limited awareness of risks, or lack of capacity to engage
(through ESG and disclosure | portfolio companies means a lack of ESG investments and
policies) FMCG reduced disclosure requirements, allowing portfolio companies to
deforestation sourcing engagein sourcing associated with highrisk deforestation
. 2.1 Policy dialogue around 2.1 Policies related to demand for commodities do not account
2.Enabling reduced deforestation in for sustainability considerationsand are allowing high levels of
poll_cy project demand markets deforestation. Standards for commodities such as beef have
environment seen limited uptake, partly due to the costs of certification and
limited demand or awareness of such options
3.1 Consumer demand for 3.1.Weak awareness of the benefits of sustainably produced
3. Consumer reduced deforestation in key commodities leads to lack of consumer demand, allowing
demand demand markets companies to source and sell productattributed to

deforestation

4.1 Increased supply chain 4.1 Complex structure of the supply chain and disparate data
transparency to facilitate means lack of transpareny. Thisprevents companies,
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4. Supply chain | verification of sustainably consumers, andgovernments from informed decision making
transparency produced commodities and from verifying sustainable supply chains

and decision
support tools

4.2. Global demand projections| 4.2. Unanticipated trends on demand for commodities leads to
uninformed decision making and lack of awareness around
issues ofleakage

1.4Baseline Analysis

Numerous global and regional initiatives, NGOs, and partnerships are operating to increase the demand
for reduced deforestatiomommodities and related products. This is evidenced by rising corporate
commitments representinincreasedmarket shares of oppalm, soy and beef; investor capacity to

reduce portfolio riskand, the quality of government policiesustainability standards and consumer
purchasing decision&urthermore, there are ongoing efforts to increase supplgichransparencyand

hold companiesiccountablefor their sourcing decisions, thurscentivizing lower 8 practices.

However these efforts are globally dispersed and dispardtere are few players that work to increase
demand acrossommodity type, rgion and marketand,anyadvances in tools and data tend to be
companyspecific and are not shared wideRinally there are no known initiatives thaire

comprehensively linking demand, transactions, and production.

1.4.1. Companies and investors

Recognizing the risks associated with sourcing unsustainable commodities, some companiEghave
to changetheir policies At presentnumerouscommitments have been made to source sustainable
commodities gee figure2). Activities include stakeholderrdams, making commitments and building
capacity to source sustainable commodities.

COMPANIES
The existing commitments among companies to source sustainable commaodities provide opportunities
to further drive sustainale demand through key markets.

Figue 2 Zero deforestation commitments
Source: Streck and Lee 2016
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To date, the majority of commitments to source sustainable commodities have been méaigby
firms with the higlestrisk exposure. Commitments by ADM, Bunge and Cargill are related to their global
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operational supply risk but also the reputational risk these firms feitey are scrutinizedr exposed
These traders have high exposure to Western markets where consuaneicomparatively more aware
of the linkages between commodity production and deforestati@maller firms often do not face the
same public attention, but need to be engaged for sustainable agriculture to grow.

The Consumer Goods Forum with 400 menshemd total combined saled $US 2.86 trillion has been a

leader in this space (httpWww.theconsumergoodsforum.com® LYy Hnamn (GKS C2NHzYQa 6
a resolution to achieve zero net deforestation by 2020 and have mobilized resources to achiev this

The Forum:

W Developed corporate sourcing standards and guidelines (e.g. Sustainable Soy Sourcing
Guidelines, the Soy Ladder)

W Helped launch the Tropical Forest Alliance 2020 (TFA 2020)

W Supported creation of the Banking Environment Initiative (BiNing investors and banks
towards sustainable lending

While an important step forward, @ecent report found that the majority of CGF members have yet to
commit to sustainable sourcing polici@&WF, 2016)For companies (& members and otherwise) that
have committed, ommitments in and of themselves do not ensure that sourcing policies will become
more sustainable. One survey found that of the 171 companies that made commitments across a range
of commodities, only 26% haxtrtified palm oil and only 50% had certified soy in their supply chains
(CDP, December 2015)

This report, coupled with a recent report the New York Declaration on Forests (e.g. Union of Concerned
{ OA S \pribdreldiags@ssmeah the New York Declaration on Forests), suggest that action is so far

too limited, slow, and dispersed to achieve the change needdlde scale and speed required to

reduce commoditydriven deforestation.

In short, while commitments are an important first stepypanies also need the capacityimplement
their commitments.

CKSAaS OUAGAGASA T2N)¥Y gKKHE T2d RAAS I ANGBEB 1020F¥RR
supporting activities (e.g. awareness and capacity building activities for local traders@ededo

ensure that this demand from these global markets translates into changkeoground Therefore,

understandimg the conditions in eacimarketis critical to designing supporting activities that build

demand for sustainable commodities, and this is detalletbw.

Oil palm

SouthEastAsia Df 20t YINJSGa KIFI@S 0SSy AyTFf dzgtionaly 3 { 2 dzi
O2YLI yASa adzOK a aO52ylfRQa d6mcp 2dzif SGa Ay LYyR?2
company in Indonesia with, @00 KFC and Pizza Hut outlets) that have reduced deforestation

commitments for commodities such as oil palm have not ygiiégmented their commitments in

Indonesia. Indonesian companies, in addition, are not retailing branded sustainable palm oil

domestically. The Indonesian domestic market for reduced deforestation commodities is currently

facing limited demand, but a firstonwer advantage exists to link retailers to domestigpplied

sustainable product.

Beef and Soy
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http://forestdeclaration.org/wp-content/uploads/2015/11/2016-Goal-2-Assessment-Report.pdf

Brazil and Paraguay.atin American target regions have seen efforts by companies to integradteed
deforestationagriculture into their supply chains. IngtCerrado and Chaco, major firms that have
international reputational risk exposure are actively seeking sustanadhmodities. Global
companies,including! 5a% / FNABAff FyR .dzy3Ss GKI Gt l@agey G NP §
committed to reducedleforestation purchasing. These firms have even started mapping their supply
chairsto help ensure they are not sourcing from high risk areas.

However, thereare still a number of traders and companies that have not made commitmergsuoce
reduceddeforestationcommaodities and an even smaller percentage of companies hauty
implemented these commitmest Effective implementation at the sectdgvel requires collective
action towards a shared vision and a stgjze plan for implementing these awities.

During the project period, the following efforts are planned by project partners, and form the baseline
for project activitiedor soy and beef

f 9dzNRBLISIY CSSR al ydzFl Ol dzZNBNN& C HRbetheirA 2y 6C9C! /

sustainablesourcing needs through engagement of Latin American tradesiagexisting
sourcing and verification guidelines.

1 The Soy Moratoriuma voluntary agreement between the Brazilian companies and major
companies involved in the soy trade in Bramlsrecently been made permanenCompanies
that have signed ontohe Moratoriumpledge to not trade or bugoy linked to deforestation in
the AmazonWhile currently the Soy Moratorium only appliessoy fromthe Amazon, taders
active in the Amazon are also soing in the Cerrado and Chaco, allowing best practices to be
easily transferred

9 Forest Conservation Agriculture Alliance (FG&A)JSAID funded effort in Paraguay that will
build relationships among local producers, traders and international buydrsedf Specifically
(and as baseline to thBemand Child Projektit will foster international trade and demand for
more sustainably produced beef by facilitatimgrketconnectionsconnectingoroducersusing
better management practiceBKIP9 to exporters, and producing a plan to recognize good
actors that brings producers and traders together.

. NJ tedlute@ deforestatiomommitmentsare beingmappedwith support fromthe TFA 2020
and the NGOProforestand WWFQver 70 initiatives have been idengifito date.

91 Proforest is playing a key role, witleRartment for International Development (DFIDhding,
to develop an analysisn how companies are achieving zero deforestation commitmerités

KFda AyOtdzZRSR RS@GSt2LIAY3 | alGoAy GNFOl1é¢ | LILNERIO

compliance and zero deforestation commodities.

1 Proforest and Imaflora also have been developing a strategy paper for the TFA identifying
opportunities for grategic focusTFA has determined they will collaborate in an official capacity
with the Brazil Coalition, an organizatitmat launched in 2015 to influence the Brazilian agenda
at the COP in Paris, 20XSeehttp://www.coalizaobr.com.br/en/index.php/aout-us).

1 The Conservation and Forest Alliance (Qiith funding fromthe Gordon ad Betty Moore
Foundationand incollaborationwith The Nature Conservancy, National Wildlife Federation and
WWE isfocusedon increasng corporate commitmentsawarenesscapacity, transparency and
monitoring among companiesith soy and beef in their supply chaifswill also launch an
effort to build domestic awareness of the linkages between deforestation and soy and beef
production, in Bral and Paraguaylhis forns a key part of the project baseline.
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1 WWE through CFAfunded by the Moore Foundatiomwill supportawarenessaising effortan
the EUon the links between unsustainable soy production defbrestation in critical biomes
includingthe Cerrado and Chac

This baseline of activities will buibdrporateawareness as well as their capacity to address
deforestation risks in their supply chairtdowever, collective movement, increased market
commitment, and corporate engagement in emergent markatsstill needed to accelerate demand for
reduced deforestation commaodities.

INVESTORS

There is @rowingtrend in the globalnvestment communityoward screening portfolios for risk
associated withharmful environmental practices such assustainabte commodity production

An estimated $21 trillion in 2014 was invested in sustainable products (Global Sustainable Investment
Review 2014) in the Fast Moving Consumer Goods@gvkector.

This engagement stems from the urgency of sustainability issube sector at largeNearly 1,400
assetmanagement firms, representing $60 trillion in assets under management, have signed the U.N.
Principles for Responsible Investment (Morningstar, 20E@ancial regulations, resolutions, and
voluntary collaborabn alsodrive change. For examplé, C 2@4andonesian Roadmap for Sustainable
Finance is aall forcommitmensto ESG risktegration This movementvas advanced bWk
IndonesiaWWFRSingaporethe Indonesian Financial Services Authority (Qit€)signed by 8 of

L Y R 2 y atiohatb&hlis The Association of Banks in Singapore issued responsible lending guidelines
in 2015, with the implementation by Singaporean banks supported by WWF.

Sustainable investments are also growinghi@ agriculture sear. On the demand side A y ASei (1 2 NA Q

of reduced deforestation screenirdgis successfully pressured a limited number of companies to commit

to reduced deforestation practicgdcCarthy, 2018 LYy @dSa (2 NBQ NR &A1& Ay GKS | 3
further reduced byaccelerating this trend, anidicluding traders, processers, consumer goods

companies and retailers in their environmental screening processes and customer engagement

activities.

Qil palm

South East AsiaVhile investments have grown in thgvironmental, Social and GovernanE& ¢

realm, the majority (64 percent) of the identified global sustainable investment assets are from Europe.
Together, Europe, the United States and Canada account for 99 percent of global sustainable investing
(Global Sustainable Insenent Alliance, 2014Dnly a small number of investors and regional banks are
analyzing sustainable agriculture related risks in South East Asia. One study found that only 1 out of the
12 major regional investors analyzed environmental sustaingliilitheir portfolios(WWF, 2015)The
samestudy showed that some regional banks have up to 12% of their portfolio in fosést

commodities but only 22% of them analyze ESG risks with appropriate (@d/8F, 2015)In addition,

these regional investors have not engagixvnstreamsupply chain companiem ESG issueRather,

they continue to focus their sustainability screening primarily on thmiited investments in agriculture
production which is important but ignores an important leverage point of FMCG companies

WWESingaporéhas been a leader in this space, with the following completed over the past few years

1 Palm Oil Investor Review published to assess the capability of largejpatwestors to
properly assess their palm oil companies for environmental and social issues
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1 Palm oil investors and palm oil companies convened with HSBC equity research team to discuss
environmental and social issuedthin the palm oil supply chain.
1 One to one engagement with investors, equity research analgstikey regional investors

Ongoing, WWiSingapore plans to continue-laiteral meetings with key investots promote
environmental sustainability and screening within their portfolid&thout GEF funding, WWF
Singapore work will be limited tinesebilateral meetings, without the capacity to build on broader
engagement methods or mobilize collaborative action.

West Africa The majority of the oil palm consumption in West Africa is ddinesherefore, there is
not a significantevel of internationafunding coming in to the region.

Beef

Paraguay TheTransactions Child Projeaill be working with banks and financial institutions active in
the beef sector in Paraguagtind the baselingor the sector in Paraguay is discussed in the Transactions
Child Project documents

1.4.2. Policy Makers
Governmentsareimproving their policy frameworks so that they increase demand for reduce
deforestation commodities and driveduced deforestatin practices.

Globally the most sustainably oriented public policies are in countries where consumers are aware of
the impacts their purchasing has on deforestation: EU, Canada, Australia, for example, have been
advancing policies that help deter defastation. As the main baseline to this project, high global and
domestic demand has driven growth in commodity production in Africa, but policy framewarian
limited. In Paraguay, the beef sector is growing rapidly, but currently no standard set afralslity
principles guide the sector.

Qil palm
Indonesia.lndonesia has a fairly mature market for oil palm, and government has been active in

developing plicies to promote its exporiThere are emergent initiatives that ban the use of peatlands
for oil palm, and that promote the Indonesian Sustainable Palm QOil (ISPO) pr&wempolicy
initiatives are further discussed ihé Sustainable Production Child Projdotuments

Policyin WestAfrica. In Africa, palm oil for export is a far more emergent industry. As such, an
opportunity exists to develop palm oil principles with policy makers to guide the West Africa oil palm
sector from an early stagén West Africa, governments are eaging companies and NGOs to advance
policies that can help ensure thail palm expansion does not lead to large scale deforestdtee

below). However, there has been limited work around developing demand for sustainable products as a
way to drivereduaed deforestationcommodity production.

West Africasunique in thatoil palmproduction is dominated by small holders. Production, process and
tradingare domestic in nature andot at the scale of productiofoundin South East Asi8ecause of

the limited number of large muknationalcompaniesactive in these African supply chaigeyernments
are in the best position to influence demand feduced deforestatiomommodities.

The¢ NELIAOF f C2NBAG !'ftAlFyOSQa B tnplémented byPioforesE NA OF vt |
worksin Westand CentralAfrican countries A y Of dzZRAyYy 3 / I YSNRB2y > /0SS RQL@2
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Democratic Republic of Congo, Republic of Cohifperia and Nigeria to develop aset of regional
principles and accord to guidel palm development in the regioiihe initiative already has a number of
actors moving into its development phagdere nationabprinciples andactions will be agreed upon
through a multistakeholder proces@Figure3). Ghana/ & ('S Rddd Ldb2riayWhish is a program
target country,havedrafted national principles and actions to govern oil palm developriEmese
countries are in thémplementation phase (see Figure 3)

Figure3 Phases of the TFA 2020 Palm Oil Initiative

Phase |: Engagement Government engaged
| » Form engagement team {TFA 2020 Partners)
+ Engage with governments Civil society engaged
* Engage with local civil society
+ Engage with local private sector Private sector engaged
Phase 2: Development Input to regional principles

| * Form country team

* Organise country level workshops on principles MNational action plan
and national action plans
+ Participate in regional process Gaps identified

* |mplement action plans

+ TFA 2020 Partner activities to address gaps
+ Exchange information with other countries

Principles guide

| Phase 3: Implementation .
| oil palm sector

TFA Partners working
to address gaps

However, while there is clear progress on advancing policy and strategies for sustainable demand, there
is a need for additionalvestAfrican countries to buyn if there is to be a successful stratgggventing
leakagefrom one country to anotherSierra Leone has begun the process, with Phase 1 expected to be
completed by October 201&\dditional funding is needed to move forward in this country.

Beef

Paraguay Sustainability standardare typically voluntary, global, mulstakeholder initiative that

define principles and criteria to guide and verify sustainaiblemoditymarkets.In Paraguay, currently
no international standards have been adapted to the national context or to the context in the Chaco
region.While mplementation of any type ofegtification forreduceddeforestationbeefhas notbeen
achieved there are several initiatives that are promoting this type of differentiatiogtween
sustainable and unsustainable be#fluding the "Paraguayan Natural Beef Progytatime "Grassland
Mel G b OSNIAFTAOF(GA2YSE (GKS dabl GdzNF £ / KtHOReveardhed / S NI A
have madesignificant progressAs baseline to this projecthé Global Roundtable on Sustainable Beef
(GRSBis relatively nascent, but has recently released its principles and cri@R&B is expected to
drive market uptake of sustainable beef over the length of the prof@&SB contains globally
recognized principles ardtiteriaand have had broad buy inoim corporations and producers, ensuring
that its uptake will be well received in global markets that will be of intere§tamguayamxporters.
Therefore m Paraguay, the government is committed to developimgp#onalinterpretation of the
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Global Roudtable for Sustainable Beef.dzy RAy 3 A& ySSRSR (2 Y2@0S FT2N¥I NR
this process.

1.4.3. Consumers

Globally, onsumer awareness about the benefits of sustainable products has been growing. A study of
30,000 consumers in 60 countridsund that consumers are increasingly willing to pay a price premium
for sustainable products (Nielsen, 2015). Another found that 66% of global consuraevilsg to pay
these premiumsn areas where this awareneaaddemand for sustainable commoditiesgenerally the
highest such as the E[lLernord, et al., 2015While there is a gap between what consumers state they
will do and what they actually do, the trend is important to note.

Oil palm

Indonesia Consumer awareness South East Asiansarkedlydifferent from that in the EUIn

Indonesia, only 10% of consumers in major urban centers recognize the RSPO logo and just 27% of
O2yadzySNBE INB aKAIKEe& O2YYAUdSRE |an®payingzpkephidm LINE R dzO
(Aurora & Suhirman, 2015 his despite being the highest consumers of palrimdiie world In

addition, consumption is expected to increase substantially due to population and income growth.
Simulaty 8 &dz338adGx FT2NJ SEFYLX ST (KFG LYyR2ySaAl Qa
between 2010 and 20385askell, 2015Pue tothis relatively lonawareness level and perceived limited
uptake, companies do not offer stainable palm oil products in Indonesian markets. Increased demand

is required to prompt supply dirandedreduced deforestatiomproducts.

[amN
No
i

Efforts planned during the project period to improve Indonesian consumer awareness include:

1 RSPO development afcommunications resource for stakeholders to effectively engage
consumers on sustainable palm.oil

22 C LY R #hel§angbhikXaA Good Buy) campaign to educate Indonesian consumers about
the benefitsof sustainable productsThe bulk of the campaign mdrom JuneDecember 2015.
Over the next 4 years, #beliyangbaik will continue targeting consumers in seven Indonesian
cities with WWF partners. The campaign has used social media (e.g. Facebook, Twitter,
Instagram), Youtube.com, www.beliyangbaik.org, attteo e-publications (e.g. mema>
poster, infographics). Traditional media has also been used, includiadgy @ffents, engage
prominent figures as spokesmen and women, host media trips, festivals and events, and mass
media engagement. 6,500 have signegegition supporting #beliyangbaikthe Demand Child
Project will be more targeted in its communicat®messaging message anitl twild on this
momentum to link the impacts of deforestation from commaodities to the products consumers
demand?

21t should be recognized that communications campaigns can take time, especially as awareness raising does not
automatically lead to change in purchasing behavior. Nonetheless, there is @dtentl opportunity in campaign
strategies, and success has been seen in other markets. For exampl@aeeness campaign in China linking shark

fin soup to several endangered shark species, as well as a government campaign against extravagance that banned
shark fin soup from official government banquets, saw shark fin consumption in China dv@3&h two years

(Denyer, 2013)
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These efforts provide a foundation to further develop consumer demancefituced deforestation
products inindonesiavhere domestic production and domestic demand of palm oil greatly overlap.

West Africa A number of factors in West Africa, includihg O 2 dzy § NE Qa4 Ay 02YS f S@St
emergentoil palm industryresults in a lowbaseline of consumer engagement around demand for
reduceddeforestationoil palm.

Beef and soy

Latin America There have been efforts to raise awareness on the impaEcsyin Latin AmericaFor
instance WWF has issued reportéghlighting the connection between critical habitats in Latin America
and sy use in animal feed in Europefforts being funded through efinance will continue this workin
addition, domestt awareness campaigns on soy and beef in Brazjentina, and Paragawyll take

place from2017-2018 through Moore Foundatiefunded Conservation and Alliance initiative (see
above)

1.4.4. Tools and transparency

Thereare myriad efforts to improve supply chain transparency through mapping, reporting, and
implementing traceability systems. &$einclude reporting tools that help identify the locatioof
commodities driving deforestation (e.g. Global Forest Watch); da&lyais and standards for
measuring and reporting on environmentabciakand financial impacts for various supply chain actors
(e.g. Carbon Disclosure Program, Global Reporting Initiative, Global Canopy Pragchdgtabases of
investor commitments (g. Forest 500 While these efforts provide effective insights into components
of the supply chains, data capture is inconsistent, and data quality uneven depending on funding for
particular components of the tools.

Within companies such as ADM, Cdy@ilnge, Musim Mas, Sime Darby and Wilmar, traceability
systems have beeor are in the process of beirtpveloped. Thewre effective in identifying risks for
these companies, but are also costly. Furthere, the informationderivedis generallykept internal
and isnot available to actorsutside of the individual companyFhis limits capacity to drive major
changeor broad awarenesacross the commodities sector.

Over the past two years, methods have been developed to efficiestylarge availabldatasets to

trace commodities from a specifstib-national production region (e.gnunicipality, province)to end
user(Godar, Suavet, Gardner, Dawkins, & Meyfroidt, 20T6f Transformative Transparency initiative,

a partnership between the Stockholm Environment Institute (SEI) and the Global Canopy Programme
(GCP), has produced a tool to synthesize and make accessible online an unprecedented amount of
information on glolal supply chain flows and risk exposure in the commodity value chains. The core
innovation of the tool is its integration of datasets that include production da¢a shipmentustoms
data,logistics informatiorand bilateral trade matricesetween exporer and importer countries

Because it accounts for entire supply chains and not only a handful of large actors, itstkigose

impacts and leakage that policies in one landscape have on adjacent landscapes, as well ashighlight
roles that downstream supplchain actors have in sourcing and investment that fundamentally shape
the sustainability of production. The model was first published in 2015, and current versions include
improved accuracy of supply chain flows by triangulation using national taxalatership of silos and
ownership of processing faciliti¢Godaret al., 2016).To date the data has been shown only as a
demonstrationbeta version that is not available to the publitere is a neetb accelerate the potential
and usability of the Traf@rmative Transparency tool over the next 4 years.
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Finally, new methods such as Horizon Scanning have emerged to allow for more effective information on
overall market demand for oil palm, soy and béMiis includegdentifying emerging trends, hotspots
for action and strategic recommendatio(Gordon & Glenn, 2009; Lavoix, 2010)

Qil Palm

Indonesia Global Forest Watch performed some of the more detailed mapping of oil palm plantations in
Indonesia. There stib a paucity of information tracking oil palm with traders and exporters, which will

0S I FT20dza 2F (G(KS RSYIFIYR LINR2SO0® ¢tKS a2yS YI LX
land use, land tenure and other spatial data into a single databadaedonesia. Presently the different

levels of government (National, Provincial and District) often have maps showing conflicting data

Beef and soy

Brazil and Paraguayforts underway in the Cerrado and Chaeill provide supporting datéo be

integrated into the platform. In Paraguay and Brazil, there are efforts to track land use change over
time. Several NGOs, including WWF, has mapped land use change for soy andPhesduray

Mapping efforts in Brazil have been more detailed for select biostesying habitat conversion over

time. MapBiomas, launched in 2015 in collaboration with Google, aims to generate annual maps of land
use, landuse change and forestry in Brazil in the last 30 years and keep it up to date.

SECTION 2:GEF INTERVENTIONSTRATEGY

2.1 Project Scope and Vision (GEF Project Objective)

The DemandChild Projects one of four interconnected projects aiming to reduce deforestation from

key commodity supply chains. The Integrated Approach Pilot is #® @Ef§ram that aims to wrk on all
levers of the supply chain in an integrated fashion to connect responsible lenders with responsible
purchasers with responsible producers, ensuring sustainability along the supply chain. The objective of
the Responsibl®emand Child Projeds to strengthen the enabling environment and public and

private sector demand foreduced deforestatiorcommaodities in priority marketsThe goal is to drive
demandof reduced deforestatiomommodities, in addition to promoting transparency of the supply

chah, ultimately reducing deforestation and its associated negative environmental and social impacts.

The program overalandthe DemandChildProject specificallywill focus on the commoditiethat are

the biggest drivers of tropical deforestation: sojl,malm and beef. Recent studies suggest that half of

all deforestation is driven by commercial agriculture to meet growing global demand for food, fiber and
fuel. The impact is even greater for tropical deforestation, of which 70% is estimated to derive f
commercial agriculture.

The geographic project scope includes a global element to capture the natglebafidemand and
trade, as well as aegionalelementto capture specifiareas of high biodiversityat are threatened by
deforestation due tacommodities demand. These regions include South EastrApiaal foreststhe
Matopiba region in Brazivhich includes the Cerrado biome, the Chaco in PargguaiMWest Africa.

2.2 Conservation Targets

The conservation targets of tH@emand ChildProjectare tropical forestssavannahs and grasslands,
and the biodiversity they harbor. Tropical forests are strongholds of biodiversity and natural capital
values, and major providers of ecosystem services, from carbon storage to the free flow ofdfieshw
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The project will be working in some of theghestdensity forest cover globally in Indonesia addition

to critically threatened grasslands of the Cerrado in Brazil and Chaco in Paragimyesia\West Africa
(including Liberig Brazil and Paguayhousegrassland biomeand tropical forestsvith some ofthe

highest concentrations of forest carbon. These regions are also home to globally significant biodiversity,
from flora to mega faunal'o see how these conservation targets relate to the étseand barriers, see

the Conceptual Model in Appendix 3. To see how they benefit from project strategieResatis Chain

in Appendix 4.

2.3 Project Strategies (GEF Project Components) and Expected Results

2.3.1. Theory of Change

If sufficient demand fosustainablereduced deforestatiomommodities exists, commodity production

will shift toreduced deforestatiomractices, resulting in environmental and social benefits.
Strengthening demand for sustainabteduced deforestatiomommaodities can be aafwved by

advancing awareness, capacity and collective actions of four key actors. The actors are: corporations
(e.g. buyers, processors, traders, and retailers), investors (e.g. pension funds, insurance companies,
investment funds, and regional banks), comers (e.g. individual retail buyers) and policy makers (e.qg.
local, federal, multilateral agencie§ee results chains in Appendito see how the project will achieve

its objective.

The most efficient engagement of all the key actors in the supplyndbavith the companies that can

drive major change in oil palm, soy, and beef markets. Only a few hundred companies control a majority
of the global market for palm oil, soy and beef (Figure 1). There are even fewer traders, which buy and
sell the majoty of produced palm, soy and beef to companies; engaging traders towards reduced
deforestation sourcing policies means an opportunity to exert influence on thousands of producers. If
companies and traders such as these are made aware of the risks isupely chain, the

environmental impacts their activities could be causing, and are incentivized by governments or the
finance sector, they will reduce their risk and impact by sourcing from producers with better production
practices. If 25% of the demandrfcommodities is for reduced deforestation commodities, this could
leverage 4660% of production based on other examples of market tipping pdim&/F, Transforming
Business, 2016%hifting 25% of the demand market damachieved by influencing just a few major
companies for each commodity.

In some markets, corporate demand alone is insufficient to drive change30%0of the production
practices; or, the major companies in these markets might be hesitant to chtailiieg to reach the

25% threshold without further intervention. In these cases, engaging other levers such as financial
investment, government regulation, and consumer awareness can be critical supporting strategies for
directly and indirectlympactingdemand therebyshifting producers to better practices.

Financial institutions play an important role in the demand for commaodities as they invest in supply
chain actors. The application of environmental risk screening tools to investments can shifnenes

to more sustainable opportunities. It also provides a means for investors to engage their clients to
reduce the risks shared by all actors. Hence, investor awareness and capacity building, coupled with
direct engagement of their corporate clients ggly chain actors) can drive corporations to more public
commitments on sourcing sustainable commaodities. If financial actors are aware of their risks in
investing in practices that lead to deforestation, they will implement practices and policies toe¢ae
money flow associated with deforestation and increase the level of active engagement with supply chain
players on these issues. If investors enact policies and engage with corporate investees on issues of
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funding.

Government intervention can be effective in shifting production practices both directly and also
indirectly by influencing demand and supply chain acgttrereby creating an enabling enenment for
reduced deforestation commoditieBy aligningg dza G Ay 6 Af A& YSI adaNBa (2 (K¢
of increasing production and meeting domestic demand, greater government support can be garnered
to bring about regulatory and policy levelatges. These policies can remove barriers or disincentives to
source or produce more sustainably, and create an enabling environment for better practices to occur
(e.g. by mandating certain better management practices, providing protection for high catiearv

value and/or forested areas, or setting financial incentives for better management practices). If
governments understand the costs of negative externalities associated with domestic commodity
production, and see how sustainability aligns with theialg, they will be incentivized to develop

policies supporting better practices and facilitating trade of sustainable products.

In cases where businesses remain unconvinced of the need to shift their sourcing practices, consumers
can place pressure ondmnds to do so. If consumers are more aware of the correlation betwlesin
consumption of products and the potential impacts to deforestatithis increased awareness can drive
responsible purchasing choices and encourage demand actors such as conpahgsge their

policies on reduced deforestation sourcing.

Finally transparency tools careinforce the actions of the above actors (companies, investors, policy
makers, and consumers). Transparency tools allow companies to source verified reducedtdé&tor
commodities, investors to ensure companies meet reduced deforestation lending requirements,
consumers to track whether companies are following redudetbrestation practices, and policy
makers to make informed decisions basedmore transparentata.

Componentsfi O RA&0dzaaSR 0Sft2¢60 OlyYy 0SS Ydzidza fte& NBAYF2N
influence government decisiemaking which can in turn place restrictions on companies,

support/enable sustainable sourcing, and encourage/fatdisamarter investment by financial

institutions. @nsumer pressure can affect companies and financial institutions to commit to reduced
deforestation sourcing and lending policiesd sustainable investment practices by financial

institutions can dictatehat any expansion or intensification of production is done responsibly, and with

reduced deforestation impacts, which also helps governments meet their sustainable growth goals.

Every commodity marketglobal to local has unique market conditions, drconsumers, investors,
governments and consumer are all at different stages in their movement to sustainable sourcing. These
variances call for a custom application of the theory of change (Ffuoeeach situation, thus enabling

the framework to addres specific needs.
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Figure4 Responsible Demand Project theory of change

Policy frameworks

incentivize reduced

deforestation markets
Consumers demand Reduced
reduced deforestation deforestation and
products better agricultural
¢ / practices
Companies commit to Increased Increased producer *
reduced deforestation corporate/trader response to demand for Reduced
sourcing for palm, soy, purchasing of verified — reduced deforestation Conversion of
and/or beef reduced deforestation commodities and shift in Natural Habitats;
palm, soy, and/or beef practices Conversion to
Lower Carbon
T \ Land Use
Investors implement Supply chain
ESG lending policies for transparency helps
companies companies verify

reduced
deforestation palm,
soy, and/or beef

2.3.2 Rationale for activities in target regions

TheDemand Child Projeatill focus on soy, palm oil, and beak key commodities related to

deforestation in tropical ecoegions. Thecoregions of theParaguayaiChacothe Cerrado within
Matopiba,and tropical forests and grasslandsSufuth East As@ndWest Africa were chosen as project
targets based on threfactors: (1) commodity production has potential overlap with important areas of
biodiversity, (2) palm, soy and/or beef are driving conversion of forests in these regions, and (3) a high
impact intervention opportunity exists.

As discussed in the TheasyyChange, higimpact intervention opportunities, in terms of developing
demand forreduced deforestatiomproducts, relies on engagement with four key actors: companies,
investors, policy makers, and consumers. Analysis of these potential agents fgecHantarget
geographies, and the selected commodities led to the selection of key project strategies3)Table

Implementation of these strategies is elaborated in the section to followd, is summarized in Tale
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Table3 Baseline situation and customized project interventions for targeted regions

Southeast Asia West Africa Latin America
Beef Baseline:

1 Insufficient awarenesand understanding
among buyers and traders of sustainable
purchasingoptions in Paraguay

1 Nonational principles guiding the sector

1 Lack of supply chain transparency from
origin to destination

1 Increased conversion due to continued
expansion of cattle

Project Interventions:

1  Advance national principles for reduced
deforestation policy frameworks

1 Increase transparency of theeefsupply
chain

1  Further uptake of reduced deforestation
beef due to corporate engagement and
awareness.

Palm | Baseline: Baseline:
oil f  Highdomestic consumption 1 Largely domestic consumptio
f  Low consumer awareness/demand fo| 1 Low uptake and
reduced deforestation palm oil implementation of
1 Large international and Indonesian sustainability requirements
companies supply brandeeduced 1 Limitedlarge market players
deforestationproduct to international demandingreduced
market (not domestic) deforestationoil palm,
1 Limited ESG screening and disclosurg 1  Low policy foundatiomnd
by investors enabling environmentno
Project Interventions: guidingregional principles
1 Increase company commitmenssid Project Interventions:
government awarenessa Learningk I Develop enabling
Exchange program environment to demand
f  Encourage Indonesian companies to reduced deforestatiopalm
supplyreduced deforestatiompalm oil oil
domestically 1 Advance principles for
1  Domestic consumer campaign for reduced deforestation policy
reduced deforestatiopalm oil frameworks
9 Increase investor capacity to
incentivize reduced deforestation
sourcing amog FMCG companies
Soy Baseline

1 Global base of buyers
1 Lack of trader engagement
1 Limitedsector collaboration and
movement towards reduced
deforestation soy in certain geographies
1 Lack of supply chain transparency from
origin to destination
Project Interventions:
1 Increase company commitments
1 Qeate roadmap through Soy Traders
Platform
1 Increasdransparency of the soy supply
chain
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2.3.3. Project Components

TheDemand Child Projeatill help move companies, investors, governments and consumeesieced
deforestationcommodity sourcing. This work will be done globally, creating greater engagement among
0d22SNBE YR GNIRSNB AYUSNYylFraGAzyrfttes FyR 6AGKAY Yl
directly addressed with specific interventions that build on agliae of activitiesDirect and indirect

links with thelAPProduction Child Projeend TransactiosChildProjectwill ensure alignment between

the producers from the IAP production landscapes buyergincluding consumers, traders, and
companies); alignment between IAP production landscapes (including knowledge learned) and policy
work through theDemand Child Projecalignmenton investor workbetween the IARransactions Child
Project(which isworking at a national levgland the Demand Child Project which is working at a

regional level; and finally alignment between the Transactions Child Project and the Demand Child
Project on financing trends through market intelligence under Componentdse diect and indirect

links amongst IAP projects wikklp ensure that producers, invesgbuyers and policy makerare

working together to transform markets.

Over the fouryear period, theDemand Child Projegtill advance four project componengsther in or
linked to IARarget countriest Indonesia, Paraguay, Brazil, and Libésee Tabld).

The logic behind the strategies of these components, and their interdependgrenie illustrated in
Figure Sand elaborated in the results chains in Appendix 4

Figure5 Interrelation of components
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Table4 Project description summary

Objective To strengthen the enabling environment and public and private sector commitment to and demand for reldfoesstation

commodities in priority markets

COMPONENT OUTCOMES OUTPUTS

1. Mainstreaming| 1.1 Key buyers and traders| 1.1.1. Learning exchanges and workshops with key palm oil traders and buyers to dr
demand for make commitments and reduced deforestation commitments [SEA]

reduced have increased capacity to| 1.1.2 Workshops, guidance notes, and learning trips to mobilizeeagdge buyers in the
deforestation implementcommitments beef sector to generate demand for reduced deforestation beef produced in the Cha

commodities with
major buyers and
traders

to source reduced

[PY]

deforestation commaodities.

1.1.3. Soy Traders Platform convened [LATAM]

1.1.4. Meetings to engage Indonesian companies including brands, retailers and trag
to facilitate reduced deforestation palm oil sourcing and sales within domestic marke|
[ID]

1.2 Increased investor
capacity to incentivize fast

1.2.1. Workshops and trainings ¢dlucate investors on best practice for sustainable
investing criteria for their portfolio companies and internal practices [SEA]

moving consumer goods
(FMCG) companies toward
reduced deforestation

1.2.2.1:1 meetings with investor® mobilizecollectiveengagement by investors toward
Asian Fast Moving Consumer Goedspany investees on issues of performance and
transparency in Asian palm oil supply chains [SEA]

sourcing

1.2.3. Annual scorecard of investors exposed to palm oil supply chains, to assess hg
investors address deforestation risks through their ESG intiegraind policies [SEA]

2. Strengthening
the enabling
environment for
reduced
deforestation
commodities in
demand markets

2.1 Capacity strengthened
to inform policy dialogue
around reduced

2.1.1. Learningxchanges, workshops, and technical support for project demand cout
governments to increase their capacity to meet SDG 12.7 on reduced deforestation
demand [SEA]

deforestation in project
demand markets

2.1.2. Recommendations and technical support to increase government capacity wit
the policy process to remove barriers to demand for sustainable, reduced deforestati
palm oil [WA]

2.1.3. National principles to incentivize demand [PY]

3. Promoting
reduced
deforestation
commodities in
major markets

3.1 Increased consumer
awareness talrive demand

3.1.1. Press events, media briefings, workshops and field visits to inform Indonesian
media on impacts of oil palm [ID]

for reduced deforestation
products in key demand
markets

3.1.2. Media campaigns in three major cities in Indonesia to expose consumers to lir
between unsustainable palm oil production and the products they purchase [ID]

4. Advancing
supply chain
transparency,
traceability &
decision support
tools

4.1. Incrased supply chain
transparency to facilitate

4.1.1. Supply chain actors identified for pilot regions to link commaodity purchases fro
geographical origin to destination [GL, ID]

verification of sustainably
produced commodities.

4.1.2. Publicallpvailable commaodity portal developed to increase transparency along
supply chain and raise awareness of supply chain actors' risk exposure in different
production geographies [LATAM, BZ, PY]

4.1.3. Four case studies on Brazilian soy and Paraguagdrcdmpleted to validate and
test the usefulness of the datafferedin the commodity portal[LATAM, BZ, PY]

4.1.4. Transformative Transparency Year Book to present aggregate measures of rig
performance for both key territories and commoditaders [LATAM, BZ, PY]

4.2. Global demand and
finance projections for
palm, soy, and beef suppof
project and program
knowledge management.

4.2.1. R&D products developed through market intelligence to provide strategic insig
on market demand, tradéows, consumption trends, and finance trends [GL]

5. Monitoring and

5.1. Project M&E informs

5.1.1. Project M&E implemented [GL]

evaluation project management
Key:
ID Indonesia SEA South East Asia
WA West Africa LATAM Latin America
PY Paraguay GL Global
BZ Brazil
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The project components are as follows:

Project Component Mainstream demand foreduced deforestatiorcommodities with major buyers
and tradersthrough engagement and educational efforts that build awareness and capacity among
buyers, traders and their investors related to souraieduced deforestatiorpalm oil, soy and beef. This
will be implementedegionally in Lati America (LAAM andSouthEast Asia (SEAR at the country
level inindonesia (ID)

Project Component 2Strengthen the enabling environment faeduced deforestatiorcommodities in
demand marketghrough engagement and learning activities that build awareness, capacity and
opportunities for collective action to advance policies towards expanding demand for sustainably
sourced palm oil. Component 2 will be implemented\iast Africa\VA), including Liberiaand

regionally in South East Asia (SEXmponent 2 on policy makeislinked to Component 1 on

companies, as the enabling environment determines the investment environment by sending signals,
such as zero deforestation regulations or enforcement, to incentivize corporations (buyers, traders, and
investors).

Project Compeent 3 Promotereduced deforestatiorcommodities in major marketsby implementing

a campaign to increase consumer awareness and purchase of products with retifossstation
commodities. This component will be implemented in Indonesia @Bmponent Jurther fosters the

work in Component 1, as consumers can demonstrate to corporations and financiers preferences for
reduced deforestation markets through behavior such as purchasing power and petitions; and
corporations are then informed, and potentiatigsponsive, to public perception, and may change their
practices in a more positive way. Component 3 on consumers links to Component 2 on policy makers in
a similar way: policy makers are informed by citizen perceptions and trends, and thegasblic

consumers and as citizegscan demand changes in policies toward reduced deforestation.

Project Component. Advance supply chain transparency, traceability and decision support témls
reduced deforestatiomommaodities. This component will be implemented at the global s¢EAM

BZ, P), helping link components-3. Products from this component will provide project and
Commodities IAP program partners, countries in target regions and champions of shigtaina
commodities trade intelligence and analysis on market demand strategic opportunities to advance
reduced deforestatiomommaodities.This links to Component 1, as such tools can assist companies to
verify reduced deforestation commaodities. It links tongmnent 2, as policy makers can use knowledge
and tools to assist decision making and transparency, and to Component 3, as consumers can use
publically available tools and knowledge to be able to make informed purchases and decisions.

2.3.3.1. Project Component 1: Mainstreaming demand foreduced deforestatiomommaodities with
major buyers and traders

ProjectComponentl builds awareness, capacity and opportunities for collective action among buyers,
traders and investorfor oil palm inSouth East Asiand soy and beef iatin AmericaComponent 1
focuses on promoting further commitments to reduced deforestation commodities from buyers and
traders, and building the capacity of buyers and traders to implement existing or new commitments to
source reduced deforestation commaodities. Addiiadly, underComponentl, there is a focus on
increasing the capacity of investors on best practice for investment in reduced deforestation financing.
Having investordemandreduced deforestatiompolicies from their portfolio companies will incentivize
the fastmoving consumer goods companies to comply, and thereby shift to reduced deforestation
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with investors, and bilateral meetings among project partnerslacompanies.

For oil palm, his component will be undertaken regiavide in South East Asia with a focus on key
demand countries and on investors Indonesia there will be a focus on engaging key palm oil traders
and buyers through workshops, learniegchanges, and meetings provide reduced deforestation

palm oil in the domestic markefFor soyn Latin America, this component will be implemented through
support to beef sustainability platforms in Paraguay (through UNDP), and to convene a Sog Trader
Platform regionally, with the goal of influencing demand for reduced deforestation commodities from
the Matopibaregion Across all regions and countries included in the IAP, activities under this
component will work to connect key buyers to the UNGERProduction Child Projesites’ and enable
verified sourcing of reduced deforestation palm oil, soy and beef.

Two outcomes are anticipated for Componerthat will lead to increased corporate commitments and
investor support of reduced deforestation coroglity sourcing.

Outcome 1.1Keybuyers and traderdiave increased capacity to make and implement commitments
to source reduced deforestation commodities

The project will strengthen buyer and trader capgit ensure collaborative efforts and effective
implementation across target commodities. This outcome will include engagement with key buyers and
traders through workshops and platforms, building capacity to implement commitments that reduce
impact on forests and other key ecosystems. Activities to achieve Outcome 1.1 will be undeftalah
palmin South Bst Asia at the regional level and in Indone&ia;soy and beef, the outcome will be
undertakenin Latin Americawith a focus on soy in Matopiliaee Brazil Child Project for details and
budget)and beef in Paraguay.

Output 1.1.1 earning exchanges and workshops with key palm oil traders and buyers to drive reduced
deforestation commitmentéSouth East AsjaAsia)

Oil palm GEF funds willb€2 6 A £ AT SR MshlLe&ting &ntl Bxtharige Rrogram2 N1.J2 NJ § S ¢
(Corporate Exchange Prograi)Y L)t SYSY (i SR 0@ b Dwititxle gbayoRncransihgde NE A G A S :
commitment of South East Asian companies to seueduced deforestation opalm. The training

program will operate on a demaruhsed system for tailored awareness raising and capacity building

oFraSR 2y O2YLI yASaQ ySSRae® YSe ySSRa | yR NXBIjdza NBR
Committee.

The training program will be overseey WWFUS with small grants administered by the PMU to a

variety of NGOs and universities in the region, who will implement proposed training activities.
Proponents are eligible to apply for funds under the training program to host workshops, awareness
raising trips, seminars, or research partnerships for participants from key companies who are key buyers

31n Indonesia, Production Child Project sites include Sintang District (West Kalimantan Province), South Tapanuli
(North SumatréProvince), and Pelalawan District (Riau Province). In Paraguay Production Child Project sites
include Central Boqueron (Department of Boqueron), Northern Boqueron (Department of Boqueron), Agua Dulce
(Alto Paraguay). In Brazil the Brazil Child Projetfadilis on Matopiba.
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of oil palm in their supply chain in GEF recipient countries. Participants could include supply chain
managers, buyers, traders, ofSLite executives waimg to understand potential risks. Applications will

be assessed based on the following criteria: demonstrable ability to impact the awareness and capacity
of companies or their collective action to increase demandéduced deforestatiomil palm; staff and
resource capacity; viability of proposal. They will be vetted by the IAP steering committee.

application form will be developed to ensure programmatic consistency. Proponents will be eligible to
apply for up to $100,000, and wilelrequired to deliver an end report with main results and lessons
learned. Applications will be accepted on a rolling basis through the life @¢hgand Child Project

and the local WWF offices will be a focal point for receiving applicat®ugsport wil not be granted to
Fdzy R AYRAQGARdAzZ t O2YLI yASaQ | GiGdSyRIyOS.Rhattier, BBEFN] a K 2 LJ
funds will finance learning exchanges, workshops, trainings, or similar proposed activities; private sector
attendees will be respaible for their own travel and accommodation costs.

Eligible ativitiesand themeaunder the Program include:

1 Learning tours for companies to production areas, coordinated with thé>raBuction Child
Project to demonstratethe negative environmentampacts of deforestation, best practices,
and challenges in verification

1 Workshops highlighting risks and risk mitigation in the supply chain, including the latest on
traceability.

1 Workshops on best practices tools, sourcing guidelines, commodity risksassetsand social
benefits associated with reduced deforestation practices with an emphasis on gender relations.

Thisis aflexible program that will enable engagement of countries thia not formally project target
countries at the time of ProDoc delpment.

Visitsto Production Child Projetarget geographiegincluding West Kalimantan, North Sumatra and
Riau provinces)ill be solicitedthe UNDRProduction Child Projeetill be involved irthe application
selection process to ensure target geaphies are included when synergies or potential overlap is
present.

Should there be interest in engaging financial institutioegevant learning exchanges and workshops
will be coordinated witlthe IAP Transactio@hildProjectManagement Unit (PMUJ-inally, efforts will
be made to coordinate these activities with tAsiaLearning and Exchange Progra@overnments,
described ilComponent2 below.

Depending on the size and extent of individual application, it is expected that five to ten letouiag

or workshops will take plac®rganizations like RSPO, the Paulson Institute, Solidaridad and others with
capacity in countries like Indiand China wilbe encouraged tapply for grantsCGF will be invited to
participate in all of the learning ewnés, and wilbe invited toplay a role as panelist or ¢wsting tours

or meetings. They will review the opportunities oeaseby-casebasis.

Output 1.1.2 Workshops, guidance notes, and learning trips to mobilize and engage buyers in the beef
sector b generate demand for reduced deforestation beef produced in the QRacaguay)

Beef ThroughQutput 1.1.2, the Project will engage current buyers of beef produced in the Chaco, and,

as this beef begins to meetduced deforestatiorstandards, the Projd will support activities to raise

the awareness of global buyers on sustainable beef options in Paraguay. Such engagement will mobilize
demand for reduced deforestation beef produced in the Chaco, and expand the industry towards
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sustainable practices. ®work will link to a national interpretation for beef to be developed under
Component (Output 2.1.3).

The Project will identify existing major corporate buyers of beef produced in the Cinataling

traders and cooperativesSEF funds will be uséal mobilize these buyers to increase their interest and
ability to ensure that their purchases of beef from Paraguay are from reduced deforestation producers.
As such, the project will support workshops that facilitate two types of dialogue:

1 First, theProject will support dialogue between representatives of the Ministry of Agriculture,
Ministry of Environment and Ministry of Trade and major buyers. Guidance will be produced
and distributed to ministry representatives, and will lay out environmental sowilal issues
related to beef purchases, advances the government is making to guarantee legal and
sustainable beef in certain purchasing areas, and the role this can play in helping companies
fulfill their reduced deforestation commitments. This will eregbvernment representatives to
meet with major buyers in order to focus their purchasing on areas and producers determined
to be producing legally and sustainably.

1 Second, the Project will inform policy makers and producers on the responsible purchasing
requirements expected to be put in place by buyers, thereby encouraging these actors to shift
away from beef associated with deforestation. Workshops will be organized to support this
dialogue.

For major global buyers who are interested in sustainable bae&re not currently purchasing from
Paraguay, the project will raise their awareness of sustainable beef options and production systems in
Paraguay and enable them to make more informed purchasing choices. The project will identify major
markets of sustinable beef through research, building on existing data sets. By organizing industry
workshops in which buyers will be present, this will facilitate discussion on the advances being made in
country, and on the various global standards buyers are intedeistée.g., GRSB, SAN, etc.).

TheDemand Child Projeatill link to the Production Child Project by inviting global buyers engaged
through the above activities to the Chaco Beef Platform, and through this platform communicate buyer
sustainability needsot producers. In addition, the Demand Child Project will link toNB&onal
Commodities Platform (national soy and beef platfdreid by the UNDP/GEF Greleandscapérojec),

to further communicatebuyer needs to producer

UNDP will oversee implementan of all activities listed under this output.
Output 1.1.3. Soy Traders Platform convened (Regional Latin America)

Soy In order to bolster commitment and action among Latin American tradensefiuced

deforestationsoy, the Project will buildona&aOSy & a{ 2@ ¢NJI RSNAR tf I G§F2N¥VE L.
phase of theDemand Child Proje@evelopment. The goal of the Platform is to create collective trader

action tovard sourcingreduced deforestatiorsoy in Latin Americ@ncluding the Matopiba region in

Brazil) with additionalcommitments to sourcing reduced deforestatieay expected as a result.

GEF funds will support meetiagf the Soy Traders Platforr(iL) one annualplatform meeting will

Sy3ar3as adrFF FNRBY GKS (NIFhie§NiDasechnd plEfoaf ndetngwill £ KSR
engage staff working at regionally located offices in Latin America (with a focus on Brazil and Paraguay)

year one of the projectlt is important to engage staff at all levels in order to have increased capacity

30



YR gl NSySaa (KNP dz3 K andeiingsiviNbe Rr§aNiked ang HaSaedbyiPiorgsh @ ¢ K S
to discuss ongoing and next steps to achieve reduced deforestation soy, with the precise objectives

adjusted as needed based on the current dynamics ofitheket The meeting will present key

information relevant to traders, and seek to promote consensus and dialogue on the following:

w Key trends from regional and international policies, land conversion, trade trends, among
others, and the risks or implidans these trends create for traders. Come to consensus on
policy improvements needed to promote reduced deforestation agricultural practices
w Review of recent trade developments (e.g. increased trade with Asia, growing demand in Europe
for reduced deforesttion soy)
9 Potential areas for soy expansion (e.g. degraded lands) versus areas of high conservation value
9 Evaluate reduced deforestation verification mechanisms currently used in Latin America
Participants to the biannual meeting include traders thave agreed to participate during the PPG
phase of the projeét- ADM, Bunge, Louis Dreyfus, Amaggi, Nidera, C@g@@nd Wilmar (with more
participants able to join throughout the length of the projecgnd a steering committee of key
partners. The gtering committee of key partners, all of which provide expertise in the space, are trusted
by companies, and/or have mobilized resources for the work streams discussed brtbsonsists of
Proforest, WWF, IFC, Cl and TNC. The steering committee wik exxdlaborative and informed steps
are taken by traders, and will touch base over quarterly conference calls coordinated by the Project.
These calls will be used to monitor progress, raise concerns, and continue overall collaboration. In
addition to quarerly conference calls, the steering committee will be responsible for the organization
and presentation of information at the biannual meeting, and will oversee the implementation of
independent but parallel work streams:

1 Proforest¢ Roadmap to reduced derestation soy sourcing
1 TNCq Latin AmericaAsia trade policies
1 IFC and €lExpansion/degraded lands and producer support.

While the latter two work streams will be developed throughfomncing, GEF funds will be used to
RS@PSt 2L) I ( No red8aeduaforésitiorRsWylin Uatin America. Proforest will implement the
process to developing the roadmap, with activities including: meetings or calls, circulation to traders and
steering committee for review, and final roadmap development and pulitinafhe roadmap will be
presented to participating traders to (a) present a common vision and goal to achieving reduced
deforestation soy in Latin America; (b) develop a realistic plan and timeline to achieve reduced
deforestation soy in Latin America,&r(c) establish principles for sustainable soy trading, including
verification plans and strategies. The roadmap will be presented to soy traders at each biannual
meeting, and adjusted based on trader and steering committee feedback. The deliverabieludé a

final roadmap to be approved by the Soy Traders Platform and made lyubli@ilable by 2020.

The platform will include focuson key geographiesiBrazE | YR gAft 02yy SO0 6A0GK |
Landscap®latformand the Poduction Child Projedh Paraguayo inform them of the process, invite
them to meetings, and participate in the development of the wsileams as they are interested.

4 See section 4 on stakeholder participation
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Output 1.1.4. Meetings to engage Indonesian companies including brands, retailers and traders to
facilitate reduced deforestation palm oil sourcingdasales within domestic marketsidonesia)

Oil palm UnderQutput 1.14, the Demand Child Projegtill engage Indonesian companies to (a)
generate increased corporate demand for reduced deforestation palm oil domestically, and (b) put
reduced deforestationpalm oil into retail establishments in Indonesia. The work will link to a consumer
awareness caprign supported under Component 3.

TheDemand Child Projeatill engage the following three corporate groups through one on one
meetings with Indonesibased executives and managers responsible for internal strategy, retail
operations and procurement:

w International companieghat have committed to 100% sustainable palm oil, yet do not include
or advertise sustainable palm oil in their Indonesian operations. This includes fast food chains
adzOK |a alO52yIlfRQa | ydlforddeyfryingll yRa GKIF G dza$S LI €
w Indonesian retailerghat sell bulk branded and unbranded palm oil to consumers. Forty
companies have been identified within this group.
w International traderssuch as Wilmar and Musim Mas that have committed to supply reduced
deforestation palm oil to intenational markets but do not sell it domestically. These traders can
be engaged and linked to Indonesian retaileretier domestic supply.

Meetings with Indonesian retailers will hacilitated by WWFIndonesia; meetings with international
companies andraders will beheldby WWFUS when relevant. Meetings will raise awareness on the
reputational and financial risks of deforestation and the business casedaced deforestatiompalm

oil into all operations. Meetings will also raise capacity in terfqocurement, verification, and
branding options, drawing on proven best practice.

Working with the IARProduction Child Projecthe Demand Child Projegtill help link the above buyers

to target production sitegWest Kalimantan, North Sumatra and iR@ovinces) Additioral

coordination with theProduction Child Projeetill be ensured when there is potential overlap with

corporations engaged; theroduction Child Projeetill be working withsimilar companies (e.g. Wilmar)

on strengthening smallholdesupport TKS t NP RdzOG A2y [/ KAf R t N22SOGQa bl i
provides a mechanism for coordination, as the Platform will work with companies and civil society on

the development of more sustainable palm oil supply chains (see also Apperfdixlibks with other

child projects).

Output 1.1.4 will deliver increased awareness and capacity in the short term, with expected

commitments to providing reduced deforestation palm oil and demonstrated sales within the domestic
Indonesian markettowadl G KS SyR 2F (KS t Nea2aSOiQa tAFS I yRk2NJ
be highlighted in press release

Outcomel.2Increased investor capacity to incentiviZzast-moving consumer goods (FMCG)
companies towards reduced deforestation sourcing

To achievelutcome 1.2, the project will build the awareness and capacityafth EasAsian investors

to identify and assess risk in their FMCG portfolios. Investors that demand Environmental, Social and
Governance (ESG) screening or reduced deforestatorcing can kerage portfolio companies

towards reduced deforestation sourcing. This outcome will include an integrated series of investor
workshops1:1 meetings to drive collective actioand an investor scorecard. Activities will be
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implemented atthe regional scaléor oil palmin South East Asia to develop Outcome In2estor work
implemented under thdemand Child Projecemains distinct from work implemented under the
Transactions Project. Tizemand Child Projegtill target investors to infience demand companies,
and will remain at a largely regional level. The Transactions Project will work with banks at national
levels, largely to target producers.

Output 1.2.1. Workshops and trainings to educate investors on best practice for sustaivaisting
criteria for their portfolio companies and internal practicesifth East Asja

Qil palm UnderQutput 1.2.1, theDemand Child Projegtill host a series of workshops and trainings to
encouraging sustainable investingSouth Easfsia. These workshops and trainings will help investors
adopt best practice and Environmental, Social and Governance (ESG) screening for investments in
portfolio companies; irsouth Easfsia, the project will invite FMCG companies to workshops and
trainings to present the risks of deforestation in corporate supply chains, and provide recommendations
for meeting investor screening requirements.

Workshops and trainings will be organized and implemented by ¥8igapore several times a year
and will be cordinated closely with thdransactions Child ProjedBEF funds will be mobilized to
support workshop costs, training materials, and trainers. Invitees will include key members from
companies (e.g. board members, senior executives, strategy officergyneraent officers, risk officers,
sustainability managers) and regional investors (e.g. board members, chief investment officers, risk
officers, portfolio managers, palm oil sector analysts, ESG analysts). Workshops and trainings are
expected to have 2000 participants based on interest and the level of technical complexity covered.

The workshops will provide participants the opportunity to learn from each other and from global
experts on the growing risk of deforestation links to the palm oil sectoric§opill be organized under
the following themes:

w Why switch to ESGighlight the risks of deforestation in the palm oil sector and the benefits of
sustainable investing/sourcing
w What should be included in ESG investment poligessent best ESG axgsclosure policies;
SOLFftda GS 1S8 ySSRa o0NBaz2daNOSas>xs R2Qa FyR R2 y2i
w How to implement ESG policiesethods to assess the performance of portfolio companies in
meeting disclosure and other environmental requirents; model for continuous improvement

Output 1.2.21:1 meetings with investots mobilizecollectiveengagement by investors towards Asian
Fast Moving Consumer Goomtsmpany investees on issues of performance and transparency in Asian
palm oil supplehains outh East Asja

Oil palm Under Output 1.2.1, workshops and trainings will help South East Asian investors understand
the practicalities of integrating ESG into their investing and lending practices and build capacity to
understand the environmental and social issues in Asian pdlsupply chains. Under Output 1.2.2,
WWEFESingapore will leverage this raised awareness and capacity and mobilize investors to engage on a
set of issues so that they become active owners of their portfolios. Ultimately, the goal is to prompt
investors toengage with Fast Moving Consumer Goods (FMCG) companies on ESG issues including
commodity sourcing (e.g. palm oil).
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To achieve this output, GEF funds will be used to facilitate regular discussions (backed by analysis of the
companies along the palm oiligply chain) with South East Asian and European invesf@suth East

Asian palm oisupply chainsEuropean investors will be convened in order to draw into action increased
numbers of South East Asian investors who are new to ESG engagement, and gregtier collective

action towards ESG integration across the palm oil supply chain.

WWEFESingapore will convene investors on a single engagement issue or call to action each year and will
undertake and share the necessary research and analysis (atoinidermation package or set of

briefing notes including an overview of the specific issue and analysis of the level of disclosure and
performance by specific companies) to back the call to action. The engagement issue will be determined
by WWFSingaporejuarter 1 of each year based on what is viable and impactful. The goal is to create a
collective issue around which investors can demand change within their portfolio companies; this way,
portfolio companies hear the same call to action from multiple gtoes. Sample engagement issues
include: (1) FMCG companies disclose oil palm sourcing policies, (2) advocate to subset of the
procurement market (by geography, etc.) for sustainable palm oil.

Engagement with investors will start with 1:1 discussiong pb@ne, email, and inperson visits in

order to determine the investors with the most influence, depending on the engagement issue. At the
end of the year, WWASingapore will take one of two courses of action depending on what engaged
investors have aged to: (1) WWFSingapore will draft a joint letter to portfolio companies on behalf of
engaged investors who wish to sign, or (2) investors will reach out to portfolio companies on a bilateral
basis to discuss and push for the determined engagement iggtlelfriefing notes, technical assistance
and coordination from WWASingapore).

WWEFESingapore will implement this output, and will ensure close coordination with the Transactions
Child Project.

Output 1.2.3Annual scorecard of investors exposedatnpoil supply chains, to assess how well
investors address deforestation risks through their ESG integration and p@witks East Asja

Qil palm Developed by WWSingapore, in collaboration with the IAP Transaction Project, a scorecard
will be prodiced annually to assess how well investors are dealing with deforestation risks through their
ESG integration and policies.

5141 O2ftfSOGA2Yy F2NJ GKS &a02NBOFNR gAff o06S Liz f SR
ESG/CSR sustainability ogfs, websites, public statements, press releases, and other available data.

The ESG indicators will draw from available data and indicators used by leading financial sustainability
organizations (e.g. Sustainability Accounting Standards Board, Equaitiples, Global Reporting

Initiative). As public documents, these scorecards are designed to provide investors a benchmark they

can use to compare their performance with peers and drive internal and sector improvement.

The scorecard will reinforc®utputMm ®H ®m | YR MPH dH o0& FaaSaaiy3da GKS L

attended workshops, trainings, and the Platform; in this way, the scorezardelpto assess whether
the trainings are impactful and result in actual implementation of policies or E&énguy.
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2.3.3.2. Project Component 2: Strengthen the enabling environment faeduced deforestation
commodities in demand markets

ProjectComponent 2 builds awareness and capacity for policy makers in key countries. The component
focuses on promoting policy frameworks that support the demanddduced deforestation
agriculture.

ThroughGComponent 2, the project will support learning exchanges, workshops, and technical support
for key government participants.

Foroil palm Component 2 will be applied in West Afritaincentivize reduced deforestation demand

for oil palmand remove relatd barriers At the regional scale i®outh East Asihere will be afocus on
learning exchanges and workshops to encourage demand country governments to commit to and adopt
policies that incentivizeeduced deforestatiorsourcing For beefm Paraguaydxecuted byUNDP)

efforts will build national capacityo develop national principles for sustainable beef. Component 2 will

be supported by research and tools produced un@emponent4. The expected outcome for

Component 2 is:

Outcome 2.1: Capacity afovernments strengthened to inform policy dialogue around reduced
deforestation in project demand markets

Output 2.1.1 Learning exchanges, workshops, and technical support for plejeahd country
governments to increase their capacity to meet SDGdr2réduced deforestation deman8duth East
Asig

OilpamD9C FdzyRa ¢gAff 0SS dzaSR (2 RSOBFASNFYSYBaNYyAy3
(Government Exchange Program) to increase the awareness and cap&itytbfEast Asia

governments to improve g@icies that incentivize demand foeduced deforestatiorommodities.The

Government Exchange Program will be implemented in the same way as the Corporate Exchange

Program described und€&omponentl.

In addition, the Government Exchange Program will support research that builds government capacity

for policy improvements. Key issues and opportunities for the program will be discussed amongst the

IAP Steering Committee, and tours, exchanges, reseaiRhaNBS LI2 Nia gAff 06S RSGOSt 2 LJ
universities based in the region. Proponents can apply for funds through the same application process
described for the learning and exchange program ur@emponentl.

Depending on the size and extent of indivilapplications, it is expected that up to 5 learning tours and
or workshops and 3 research activities will take place. Organizations such as RSPO, the Paulson
Institute, Solidaridad and others with capacity in countries like India and China will be ageduo

apply for grants. CGF will be invited to participate in all of the learning events, and will perhaps play a
role as panelist or cbosting tours or meetings. They will review the opportunities on a case by case
basis.

Output 2.1.2Recommendationand technical support to increase government capacity within the policy

process to remove barriers to demand for sustainable, reduced deforestation p@hesilAfrica,
includingSierra Leonand Liberia)
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Oil palm Under Output 2.1.2, th®emand ChildProjectwill engage policy makers to begin the

development of principles and national action plans that support demand for reduced deforestation

LI fY 2Atd Ly GKS alyYS greée GKFd GKS 5SYIFYyR / KAfR t
and commiments to reduced deforestation practices will send a signal to producers, work with

governments to develop their policies will send similar signals for reduced deforestation practices on the
ground. Policies of government, like policies of companies, sigmdls regarding what is permissible,

and what the market demands. The goal is to create an enabling environment that will attract buyers

with reduced deforestation commitments, and thereby preempt moves toward deforestation.

Building on a TFA 2020 nmeddhat was proven to be successful in Liberia (see baseline), the Demand
Child Project will remove remaining barriers that inhibit demand for reduced deforestation oil palm in
Sierra Leone through a thrgghase approach: (phase 1) engagement, (phaset®raglan

development, and (phase 3) implementation (see figure 3 in the baseline).

Sierra Leone, which is in the process of completing phd&&agghgementhas expressed willingness to
further engage in the process. Proforest Africa Initiative will eceting this work and will use GEF
funds to progress in Sierra Leone by implementing the following activities:
1 Phase 2, Action Plan Developme@BEF funds will be used to implement 2 national workshops in
Sierra Leone:

o National workshop 1n Sierra Leone will produce: draft country position on responsible
palm oil in the region; gap analysis of major barriers to meet proposed principles; and
draft principles and action plan for implementation of responsible palm oil.

o National workshop & Sierra Leone will encourage presentation of a final country
position and action plan; Sierra Leone will validate the principles and actions drafted in
the first national workshop.

1 Phase 3: ImplementatiorPrinciples and action plans that were developedemPhase 2 for
Sierra Leone will be implemented under Phase 3. Keeping with the TFA model, a national
implementation steering committee will be formed in Sierra Ledre steering committee will
consist of representatives from government, civil sociatg the private sector. GEF funds will
be used to host two workshops for the steering committee, wherein the steering committee will
oversee and evaluate the implementation of the principles and action plans. In addition, and
modeled off of a successful irdng in Liberia, a workshop on High Conservation Value (HCV)
and High Carbon Stock (HCS) will take place in Sierra Leone to strengtherateeess and
capacityof TFA principles in the country.

In addition to the above activitiea Sierra LeoneGEFunds will be used to host 2 workshops in Liberia

to bring together government and partnepuntries currently engaged in the TFA 2020 procddse

goal of this workshop is for knowledge sharing and to reach consensus amongst attending countries on
high level principles for responsible palm oil.

Proforest will implement the above work. Output 2.1.2 will align with the Production Child Project
through their National Commodity Platform in Liberia, with progress and linkages established when
possible. The Denma Child Project will also align with the Transactions Child Project when possible.

STAOSNRAI T {ASNNY [S2yS: DKFEYlIZ bAISNRIZ /2GS RQLO2ANBZ
and Gabon
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Output 2.1.3National principles incentize demand in project countri@@araguay

Beeft UNDP Paraguay will impleme@utput2.1.3 in Paraguay. Using GEF funds, thgeptavill

strengthen national capacity and understanding of sustainable beef standards by supporting the
incorporation and participation of key sectoral representatives from Paraguay in the Global Roundtable
for Sustainable Beef. These representativekheilmainly public sector, including the Deputy Ministry

of Livestock, the Ministry of Industry and Commerce, the Environment Secretary (SEAM), and the
National Forest Institute (INFONA), but will also include the private sector, namely the Rural Associati
of Paraguay (ARP) and the Paraguay Beef Chamber. This will increase stakeholder awareness of
sustainability issues to take into consideration when developing voluntary national sustainable beef
production standards for the country and will generallyr@ase understanding of the discussions on
sustainability that are taking place internationally.

The project will provide support for the adaptation of international standards of sustainable beef
production to the national context in order to develepluntary national interpretations, which are
currently lacking. This exercise will be led by government (the Vice Ministry of Livestock of the Ministry
of Agriculture and Livestock) and coordinated with all stakeholders of the beef supply chain. Tlee proje
will support workshops that will take place through the National Commodities Platform (a national
platform on soy and beef, which includes representatives of the Chaco beef platform). Specifically, the
project will support the National Platform workiggoup dealing with the issue of markets and
sustainability through the hiring of an expert who will help prepare a draft national interpretation of
sustainability criteria. The project will also support workshops to ensure that this draft is validated by
the key stakeholders. The national interpretation or standard will form an important element of the
Chaco Regional Action Plan on Sustainable Beef, by incorporating sustainability as a differentiating
element and positioning Paraguayan beef to access iat@nal markets for sustainable beef.

2.3.3.3. Project Component 3: Promotingreduced deforestatiomommaodities in major markets

ProjectComponenB will focus onoil palm only. The work willuild awareness for Indonesian

consumers and media on the beitsefof reduced deforestation palm oil and the impact of unsustainable
palm oil and oi#palm based products. Componentl focus on engaging the Indonesian media
through media events, and targeting Indonesian consumers through a consumer campaign. This
component will be undertaken in Indonesia, with a target on three major cities.

While activities under Component 1 in Indonesia and South East Asia will build corporate and financial
commitment to reduced deforestation sourcing, Component 3 will focutherindonesian consumer.
The expected outcome for Component 1 is:

Outcome 3.1lincreased consumer awareness to drive demand for reduced deforestation products in
key demand markets

To achieve Outcome 3.1, the project will raise media and consamarenesof issues regarding the
connection betweemil palm production, defrestation, and consumer choicghis includes events
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targeting the Indonesian media, andyandersensitivé campaign targeting Indonesian consumessth
the aim to drive demandbr reduced deforestation products.

Output 3.1.1 Press events, media briefings, workshops and field visits to inform Indonesian media on
impacts of oil palm (Indonesia)

Oilpalm! YRSNJ G KA& O02YLRYySyiliz GKS t NB 2 Séyativeimpdcs of NI A &S |
palm oil on the environment (e.g. Indonesian forests) to encourage increased coverage of this issue in
domestic media. The GEF funds will support the following media events:

1 Press eventThe project will invite key national media (40 members of the press) to press
events that present the consumer campaign (see 3.1.2), progress of the campaign, and recent
findings related to the palm oil sector in Indonesia to create media coverage and awareness.

1 Reqular media briefingrhe project wi complete media outreach efforts to target media&7
members of the press) to foster positive media relationships and keep the media informed on
ongoing activities related to the campaign.

1 Media visit The project will conduct a series of visits to naediifices (23) to establish good
relations and present information among influential media decision makers.

9 Press release disseminatiofihe project will highlight progress on the consumer campaign and
relevant uglates to sustain media coverage.

1 Media familiarization trip The project will organize trips to palm oil plantations to generate in
depth articles on the development of sustainable palm oil. ThePi®Buction Child Proje¢ted
by UNDP) will be consulted as needed as a key source of produaesed imformation.

This output will be overseen by WWidonesia and implemented by a hired communication firm based
in Indonesia. Activities through this output will be coordinated with theRAgtduction Child Projed¢d
facilitate media site visitso Production Child Projedites in West Kalimantan, North Sumatra and Riau
provinces This output will complement the consumer campaign presented in 3.1.2 below.

Output 3.1.2 Media campaigns in three major cities in Indonesia to expose consumers ta\elenbe
oil palm production, deforestation, artkdle products they purchase (Indonesia)

Qil palm TheDemand Child Projegtill mobilize GEF funds to pilot a consumer campaign in Indonesia,
with the goal of building awareness and demand for reduced defatiestpalm oil among urban
consumersOutput 3.1.2 will link taDutput 1.1.4, as corporate engagement with Indonesian companies
will bemore impactful if tied to Indonesian consumer awareness and demand.

This output will be implemented by a professionainmunications firm based in Indonesia. Specific
activities of the campaign include messaging on social media, television, newspapers, internet and radio;
the campaign will also advertise at major events such as festivals, parades, and exhibitions. Key
information that will be presented to consumers include:

6¢KS '!'b w955b LINRINIY RSaGHemiintegraich piRéhdEr tiardidrindtiver 09S¢ | a
interventions to reduce gender gapsdinequalitesandii 2 I R@F yO0S 3ISYRSNJI Sljdzr ¢t Adé 3 67
The campaign aims to influence gender relations by highlighting the importance of women in forestry as wel

their significance as consumers.
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9 Raising awareness on reduced deforestatiompaiin. A simple message that describes the
benefits of reduced deforestation or sustainablepalm (in terms of community, environment,
and cost), and th@roducts that contain palm oil as an ingredient.

1 Raising awareness on impact of unsustainablpaiih. Provide quick facts on the links between
oil palmproducts and negative environmental impacts related to deforestation in Indonesia

1 Mobilizing demanddr reduced deforestation palm oiet consumers to ask for reduced
deforestationoil palm, andnform consumer purchasing decisions.

In addition to the campaign, the project will deliveg@ndersensitiveconsumer guide for responsible
demandtoinformO2 y & dzZY SNR A& LIZNOKI aAy 3 RSOAEAAZ2Y D

The campaign will be focus@d Jakarta, Pekanbaru and Pontian@these cities were chosen by the IAP
andDemand Child Projecuring the PPG phase of the Project based on population size, linkage

between producer and consumer area, and human development indextarget audience imiddle-
incomeconsumers in these thregties;the campaign will focus on an ethical rather trmmassmarket
messageThese three cities are large (Jakarta), medium sized (Pekanbaru) and small (Pontianak), and
were strategically chosen to allow the project to generate information on different Indonesian
demographics, and to use this information tate messaging nationally, to create a transformational

shift at the national level. While three cities will be targeted for the communications campaign, the

t N22SO0 oAttt KIFE@S | LI NIYtfSt F20dza 2y Nlmoiichy 3 GKS
the environment (e.g. Indonesian forests) to scale messaging and encourage increased national
coverage of this issue in domestic media. Social media will be employed as well, and as media no longer
has national borders, messaging is expected éoldvoader than Indonesidhere will be a robust

monitoring and evaluation component built into the external communications work to continuously test
effectiveness.Gender considerations wifeature prominentlythroughout the campaign, with social
messaging adjusted to ensure women are taken into account. As women tend to make the majority of
family purchasing decisions, they are a natural audience for this component.

2.3.3.4. Component 4: Advancing transpareng, traceability, and decision support tools
UnderComponent 4, the project will strengthen transparency and decision support tools for companies,
investors, policy makers, and consumers targeteGimponents 13.

Foroil palm this component will be ndertaken in Indonesiwith a focus on mapping supply chain
actors attributed to the Production Child Project sitésor soy and beef, this component will be
undertaken inLatin America (Brazil and Paraguay) with a focus on increasing transparencyegfitime
through a public platform, mapping, and aggregate measures oanidkperformance for the regiotfor
palm, soy, and beef globally, market intelligence data and analysis will be produced that informs
commodity sourcing trends and the impacts oftairsable demand interventions.

”In Indonesia, Production Child Project sites include Sintang District (West Kalimantan Province), South Tapanuli
(North Sumatra Province), and Pelalawan District (Riau Province). In Paraguay Production ChilsitBsoject

include Central Boqueron (Department of Boqueron), Northern Boqueron (Department of Boqueron), Agua Dulce
(Alto Paraguay)n Brazil the Brazil Child Project will focus on Matopiba.
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This component will support the development and distribution of transparency tdalsoutcomes are
anticipated forGomponent 4 to lead to increased transparency and decision support tools in target
regions and countries

Outcome 4.1increased supply chain transparency to facilitate verification of sustainably produced
commodities

The Project will develop and strengthen transparency tools to enable informed decision making for
corporations, consumers, and policy makers. This outcome will include mapping analysis, identifying
supply chain actors, and a commoditgnsparencyplatform. Activities to achieve Outcome 4.1 will be
undertaken at the regional level in Latin Americetarget landscapetm Paraguay and Brazind at the
national level in Indonesia.

4.11 Supply chain actors identified for pilot regions to link commguitghases from geographical
origin to destination (Regional Latin America and Indonesia)

ThroughQutput 4.11, the project will identify supply chain actors and map their commodity purchases
from geographic origin to destination, with the goal of incragdransparency of specific companies
buying fromfocusgeograples This output will be carried odior oil palmin Indonesia, in West
Kalimantan, North Sumatra and Riau provinces, fantbeef inthe Chaco in Paraguay asdy in

Matopiba in Brazito create a link to Production target landscapes

The project will map the flows of soy, beef, and oil palm from the production originrtoapth a
particular emphasis on the corporatiotigat handle the commodities throughout the supply chain
Productionareas to be mapped were determined based on their inclusion in the overallifdimation
will be updated as needed, and a report will be produced listing the corporate actors, what and how
much they are sourcing, and from where.

Soy, beefin Latin Ameéca, soy will be mappeit the Matopiba regioncoordinating closely with Cl, and
beef in Paraguay working closely with UNBEI will implement the above activities in Latin America in
close collaboration with Cl, W\AB¥aziland UNDP.

Qil palm In Indoresia, oil palm will be mapped from the provinces of North Sumatra, West Kalimantan,
and Riau. In Indonesia, WWF will implement the wibrbugh a consultanin close collaboration with ClI
and UNDP.

4.12 Publically available commodity portal developednicreaseransparency along the supply chain
and raise awareness of supply chain actors' risk exposure in different production geographies (Regional
Latin America)

Soy, beefUnderOutput 4.12, the project will build out an opeaccess public platforrttentatively

OFfft SR a¢ NI yaT2 NI Indieasd Supply Niaiy ahdpaxeBdyadsioémative
Transparency will be implemented by a coordinated partnership between the Stockholm Environment
Institute (SEI) and the Global Canopy Programme (GCP).

GEF funds will support the development of the Transformative Transpapéatbgrm, whichincludes

data purchasing and consolidation of large datasets by SEI, as wellesndrdrts on platform and web
development. The subcontracted party will be anezril technical and web development agency with
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expertise in complex interactive visualizations and large data management to incorporate these datasets
into an openaccess public platform.

Key activities for the development and enhancement of the Transdtive Transparency platform
include:®

9 Trace material flows for key forestk commodities between regional jurisdictions of
production and key supply chain actpiiscluding traders, exporters and importers, and
consumer countries for each year betwegince 2010, encompassing: (1) soy production across
Latin Americdincluding Brazil and Paraguaghd (2) beef production in Paraguay. To achieve
this activity, the project will combine consistent countwde data on commodity production at
the subnational (e.g. municipal) level; per shipment customs data; and bilateral trade matrices.
I Assess deforestation risk, and associated daased carbon emissiorfiiiom supply chain actors
involved in the production and trade of Brazilismyand Paraguayan be€efo achieve this
activity, the project will use a range of approaches to profile and attribute risk to different
supply chain actors (e.g. depending on varying availability ofienies, lanelse and property
level data), and develop an approach to cétel aggregate risk exposure for downstream
actors that are connected to multiple suppliers and production sites. In addition, the work will
link regions of production for target commodities with relevant environmental and social
indicators (e.g. biodiveity conservation priorities, water scarcity, human development, and
governance) to demonstrate sustainability risks for downstream actors.

4.1 3 Fourcase studies on Brazilian soy and Paraguayan beef completed to validate and test the
usefulness of theala offered in the commodity portéRegional Latin America)

Soy, beefin order to engage with activesers, including IAP partners, to enhance the Transformative
Transparency platform”©(tput 4.12) potential to support behavior change of both international
trading companies and governments of regional jurisdictions in producer nations, the SEI will conduct
four comprehensive casstudies on Brazilian soy and Paragualyaafproduction.

Comprehenive analyses will be conductémlalignwith the geographies where theroduction Child
Projectis workingasidentified with incountry partners, including UNDP in Paraguay and ClI in Brazil
through the IAP production child project. This work will inelglde following activities:

9 Pilot the process described ®utput 4.12 in Brazil and Paraguay to validate the Transformative
Transparency model, produce recommendations for improvement as needed.

1 Identify opportunities to downscale to finer levelsdstail (e.g. using the CAR instrument in
Brazil).

1 Identify the most decisiomelevant indicators of risk and performance, and most effective ways
of quantifying risk exposure for specific commodities and actors.

8 This work will not develop maps on environmental dimensions ¢efprestation) , but will render existing maps
that will be crossed with the mapping of supply chain actors and commodity material flows to assess exposure to
risk and opportunities to increase supply chain sustainakilityrhis will assist companies acohsumers with
enhanced decisiogupport tools. See the Project Theory of Change.
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1 Identify the most effective and usdriendly ways of making the data and analyses accessible
and decisiorrelevant for traders and regional governments.

9 Identify the incentives, constraints and wider enabling conditions that shape the delivery (and
relative success and failure) of zedeforestdion commitments, and the role that transparency
information plays alongside other enabling factors and constraints.

These activitiewill be implemented by the Stockholm Environment Institute (SEI) and the Global
Canopy Programme (GCPhis output will be aligned with the Production Child Project and the Enabling
Transactions Child Project when possib#h support from WWF Brazil

4.14 Transformative Transparency Year Book to present aggregate measures of risk and performance
for both key territories and commodity traders (Regional Latin America)

Soy, beefThroughQutput 4.14, the Project wildevelopa Transformative Transparency Y&apok. The
goal of the Yearbook is to presemsummary ohggregate measures of risk apdrformance for both
key territories of production and commodity tradedlsiring an entire yearThe Stockholm Environment
Institute (SEI) and the Global Canopy Programme (GCP) will implement this, exithstupportfrom
WWEF Brazil.

This work will builebn the Transformative Transparency platfor®ufput 4.12) and the pilot work on
Brazilian soy and Paraguaylaeef (Output 4.13). GEF funds will be useddevelop and communicate
actor-specific measures of risk and performance based on the territoresetiactors are connected to,
allowing a preliminary assessment of both the realized performance of these actors, and the net effect
of voluntary zero deforestation commitments on environmental condition of production territories.

The deliverable of thisutput is the production of a Transformative Transparency Year Book presenting
aggregate measures of risk and performance for both key territories of production and commodity
traders, as well as other downstream actors, including retailers, consumer gsiatrd investors for

key Latin American territorie#\ pilot of theYear Book will be published and made available onylase

two of the Project The pilot Year Book will serve as a templatad will inform the next iteration to be
published year 3 oflie Project. The two Year Books willlaelt upon in subsequent years,

encompassing an increasing number of countra@snmodities, and focal issues.

Outcome 4.2Global demand and finance projections for palm, soy, and beef support project and
programknowledge management

4.2.1 R&D products developed through market intelligence to provide strategic insights on market
demand, trade flows, consumption trendsd finance trend@Global)

Oil palm, soy, beefn order to provide statef-the-art informaton on market demand, its impact on
deforestation, and key consumption trends, tBemand Child Projeetill build out market intelligence
products.

GEF funds will be used towards research and development products related to target commodity trends.
Resarch will be conducted on the following topics, and will include the following types of information:

1 Trade patternsimport/export levels of commodities associated with deforestation; trade flows
linked to major buyers, producers, traders, processord)@lmarket impact on deforestation.
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1 Areas of expansiondentification oféh2 (G & LI2 (i ¢ O2dzy i NAS&d 6KSNB SEGSya
production is occurring or emergent; areas where production is expanding (e.g. leakage);
1 Corporate trackingprogress on sustaale sourcing commitments (e.g. Tropical Forest Alliance,
The New York Declaration, The Indonesian Palm Qil Pledge); market structure of target sectors
(e.g. market shares per company, consolidation trends)
1 Consumption trendstrends for target commoditie used in retail products (e.g. food,
cosmetics); consumption patterns by geography.
9 FEinance trendstracking financial institutions, including ESG policy adoption and trends on
investments. This will be done in alignment with the Transactions ChilddRroje

Key research methods utilized by the Project include Horganning® The key deliverable of this

output will bebiannual memos andn annual report consolidating and analyzing the above topics.

Initially, the report will be distributed for interndAP use, and will include a section on adaptive
management to provide key recommendations to ensure the effectiveness and relevance of the
strategies above throughout the life of the project and program. At midterm and close of the project,

the reports am information above will be repackaged for external uBke Adaptive Management and
Learning Child Project plans to disseminate information gathered in this output through the IAP Program
website, the Guardian Sustainable Business content partnershipthed relevant means.

WWFRUS will implement this work, and will feed into the UNB&Adaptive Management and Learning
Childproject.

2.3.3.5. Component 5: Monitoring and Evaluation

Outcome5.1: Project M&E informs project management.
5.1.1Proje¢ M&E implemented (Global)

Through this outcome and output, M&E will be implemented throughout the length of the Project. See
Section 7 (Monitoring and Evaluation Plan) alyghendix 5 (Project Results Framework) for details.

2.4 Global EnvironmentaBenefits

TheDemand Child Projeatill link with the Enablingransactions Child Projeahdthe Support to
Productionthild Project, with the Program as a whole contributing to the following Global Environment
Benefits: sustainable forest management, @i change mitigation, biodiversity, and global knowledge
(Tableb). The forests of Latin America, West Africa, and South East Asia are recognized internationally as
key biodiversity hotspots. They are important centers for endemism for plants, birds, raksyend

reptiles, among other tax&pecifically, the Demand Project will contributeotae existing incentive
mechanism (GRSB) and devetoye additionalincentive mechanism (Transformative Transparency

Platform) for sustainable forest management (seacking Tool).

The objective and rationale for pursuing demand for reduced deforestation commaodities is to maintain
forests, the biologial diversity these forests hoahd mitigate carbon emissions. TBemand Child

9Horizon scanning is a method that systematically examines threats, opportunities, and changes. The result can
include an analysis that anticipates or assesses trends.
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Projectstrategies will help reduce fest lost by shifting demand from one that is met through
deforestation, to onavhere demand actoractively promote andncentivizeproducers tousereduced
deforestation practices in the production ofl palm soy, and beeBeneficiaries from intact fessts and
ecosystems includiecal benefitsand global benefits as global forest ecosystems are maintained and
threats reduced.

No direct accounting towards the GEB targets is noted in the below table below for the project level.
Targets will be reportedt the program level through the Adaptive Management and Learning Child
Project.

Table5 Global Environmental Benefits

Corporate Results Replenishment Targets Indicative Program

Targets
1. Maintain globally significant Improved management of landscapes and | The Demand project
biodiversityand the ecosystem seascapes covering 300 million hectares contributes to the
goods and services that it provide| program target of23
to society million hectares

2. Sustainable land management in | 120 million hectares under sustainable land | The Demand project
production systems (agriculture, | management contributes to the
rangelands, and forest landscapes program target ofl

million hectares

3. Support to transformational shifts | 750 million tons of Cg¢mitigated (include both| The Demand project

towards a lowemisson and direct and indirect) contributes to the

resilient development path program target of
117.5million tons
CO2e

2.5Incremental Cost Reasoning

As an integral component of the Supply Chain Approach under the Commaodities IAP program, the
DemandChildProject adds significant incremental value to the ongoing global efforts that seek to

improve demand for reduced deforestation pélm, soy and beefThe incremental costs are based on

GKS t Nep2SOGQa O2yiNROdziAZ2Y (2 GKS BEefCaninoditiesSAPGA NRY Y
Fd | K2t S0® ¢KS reprékBnéa§réaiedikelindod tha deléhy forketlufetl

deforestation commodies(oil palm, beef, and sowill be generated at scale, and increased likelihood

of an enabling environment that incorporates reduced deforestation demand principles.

While the baseline brings a degree of corporate commitments, policy efforts, congienend, and

nascent transparency tools, baseline efforts have generally been targeted to individual players in the
supply chain, focus on a single commodity, or are limited in geographic scope. The baseline scenario is
insufficient to tackle the threat adleforestation from agricultural commodities. As the demand that

drives deforestation is multinational, an integrated approach is needed that builds on: efforts across
various supply chain actors for beef, soy and oil palm including companies, policysnaaicer

consumers as well as a global and regional approach that recognizes the importance of wider strategies
tailored to national distinctions.
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Under a businesasusual scenario, without GEF support, the move towards reduleddrestation

supply chainsvould be slower and less integrated. Undleis baselinescenario, it can be expected that
commitments to address deforestation in commodity supply chains will be limited to a select set of
market leaders, and that many of the commitments made will noinjglemented.As described in the
baseline section, recent efforts to track corporate progress against commitments reveal limited
progress, compared to the size and scale of the probkekey segment of the market has not been
integrated into the reducedieforestation conversations namely the Traders. Moreover, while there

has been momentum from consumer goods companies particularly in the EU and US to command
deforestation free commodities, there is a disconnect between the willingness and interestsafroer
good companies to meet these commitments and the ability and interest of the producers to meet this
demand. Finally, consumer demand for reduakdforestation products is predicted to remain low in
emerging markets such as Indonesia, and untilegitonsumer demand for reducedeforestation
commodities can be realized, or traders who sell the product locally are pressured to comply with
commitments they may have made, reduedeforestation products will not be supplied ey Asian
domestic marketslf corporate commitments, government policy, and consumer demand continue with
this slow pace, irrecoverable deforestation, biodiversity loss, and carbon emissions will continue.

With the proposed project GEF Alternative, the GEF will bring key missimigrces to accelerate
market transformation and address the primary gaps for redugefibrestation demand. The project
will build off the baseline and address some critical barriers, to generate transformative impabts (

6).

Table6 Demand Child Project Incremental Benefits

Project
Component

Baseline

GEF Alternative

Regional and Global
Incremental Benefits

Component 1:
Mainstreaming
demand for
reduced
deforestation
commodities
with major
buyers and
traders

High domestic consumption of
palm oil in Indonesia

Large international and
Indonesian companies supply
branded reduced deforestation
product to international market
(not to the domestic market)
but progress lags behind
commitments

Increase company commitmés
and government awareness via
Asian Learning & Exchange
program

Work with Indonesian
companies to supply reduced
deforestation palm oil
domestically

Increased awareness of impact
of unsustainable oil palm in
Asian demand countries

Increased demand faeduced
deforestation palm oil in
Indonesian market

Limited ESG screening and
disclosure by investorsf FMCG
companiegmeaning
investments may indirectly fund
deforestation)

Increase investor capacity to
incentivize reduced
deforestation sourcingmong
FMCG companies.

Companies have more stringen
policies regarding sourcing
products associated with
deforestation.

Lack of soy trader engagement
in reduced deforestation
dialogue.

Limited sector collaboration and
movement towards reduced
deforestatbn soy and beef in

Latin America

Increase company commitment
for reduced deforestation beef
and soy

Create reduced deforestation
roadmap through Traders
Platform

Further uptake of reduced
deforestation beef and soy due
to corporate engagement and
awareness.
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Component 2:
Strengthening
the enabling
environment for
reduced
deforestation
commodities in
demand markets

Largely domesc consumption
of oil palm in Vst Africa

Low uptike and implementation
of sustainability requirements in
West Africa

Limitedlarge market players
demanding reduced
deforestation oil palm regionally

Low policy foundation and
enabling environment, no
guiding regional principles

Develop enabling environment
to demand reduced
deforestation palm oifrom
West Africa

Advance princigs for reduced
deforestation policy frameworks
in West Africa

Policies in place establishing
reduced deforestation practices
in Liberia and Sierra Leone

Component 3:
Promoting
reduced
deforestation
commodities in
major markets

Low consumer
awareness/demad for reduced
deforestation palm oil in key
producer countries, such as
Indonesia

Domestic consumer campaign
and media outreach and
education for reduced
deforestation palm oil in
Indonesia

Increased consumer awarenesg
of deforestation associated with
unsustainable oil palm leading t
increased demand for reduced
deforestation palm oiin
Indonesia

Component 4:
Advancing
supply chain
transparency,
traceability &
decision support
tools

Trade and Mapping Data are ng
readily available in the
marketplace Data on trade
flows and on mapping to the
landscape level exist but are
difficult and expensive to find
and obtain. There are many
great mapping tools, but they
are fragmented and
uncoordinated, providing very
different levels and types of
information.

Buid out the Transformative
Transparency portal to provide
the data needed for the supply
chain flow, and enable powerful
linkages with mapping on the
ground, enabling the ability to
see realtime deforestation
trends and inform corporate
decisiorrmaking.

Informed Corporate Decision
Making

Increased transparency of the
soy and beef supply chain and
connection to practices on the
ground e.g. deforestation

The Incremental Cost Reasoning for the Demand Child Project follows the same reasoning as for the
overal Taking Deforestation out of Commodity Supply Chatiogrant that under the baseline, efforts

to address sustainability concerns and to reduce deforestation from agricultural commodity supply
chains will continue to focus largely on individual links efshpply chain, whereas with GEF funding to
support an integrated approach, the coordinated use of multiple levers to promote sustainability will
maximize impacts.

Alternatives Design Scenarios

Two alternatives to the proposddemand Child Projegtere mnsidered:

(A1)A focus on leading global companies spurring them to drive the entire market forward. This
scenario could create greater aggregate global market demand and take advantages of market
efficiencies as these large companies touch a major peacee of total trade. However, this scenario

fails to recognize other supply chain leverage points. An approach that engages actors throughout the
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demand side of the supply chaimd includesonsumers, policy makers, antllizestransparency tools,
will be far more impactful and have greater success and longevity.

(A2) A national approach that focuses on the activities of markets within countries (e.g. Brazil,
Indonesia). This scenario would allow nationally based companies to take greater ownergupaed
deforestation demand agenda. However, this scenario would not take advantage of the existing global
demand for reduced deforestation commodities produced in priority regions (e.g. Cerrado, Chaco,
Indonesia). Nor would this approach allow for fléli¥p in the Demand Child Projeshould there be

rapid changes in demand anexpected challenges such as a political crisis in a target country.

Proposed Project Approach

(A3)An approach that leverages demand supply chain actors and works at a global, regional and
national level provides the best opportunity to generate demand for reduced deforestation palm oil, soy
and beef, and thereby contribute to global environmental betsefThis scenario takes advantage of
existing consumer and company demand and their related public policies.

Consumers, companies and public policies have been driving demand for reduced deforestation oil
palm,soy and beef in target regions (which ultiin® t @ Ay Ff dzZSy O0S&a LINB RdzOGA2Y
focal production countries). However, many global buyers have been unable to meet demand from their
consumers. The proposdaemand Child Projeetill work with traders and companias an important

leverage point in the supply chain to build their commitments and practical strategies to advance
reduced deforestation sourcing. In addition, it will use other supply chain actors such as investors, policy
makers, and consumers, to create greater momentomvadrds reduced deforestation demand, and
effectively send a joint demand signal to the market for sustainable commaodities.

Only through an approach that connects these actors at a gl@gabnatnational scale can thBemand
Child Projeceffectively manstream the trend towards reduced deforestation demand.

Finally, theDemand Child Projetinks to other child projects, including the Adaptive Managensard
LearningProject. The Adaptive Managemeamd Learning Chilroject will coordinate the effortsf all

the child projects to ensure program impact, and it ensures that learning frorbéimeand Child Project
(e.g. content developed in the market intelligence reports) is combined with information from the other
projects to adjust interventions as needl.

The proposed approach (A3) for tbemand Child Projeatill increase the efficacy of the baseline
activities and remove key barriers to responsible demand, driving an alternative market demand
structure that provides greater support to sustainable landscape management.

47

LJN



2.6 Risk Analysis and Risk Magement Measures (Project Risks)
A number of project risks, and associated mitigation measures have been identified{Jlable

Table7 Risk analysis and risk management measures

NS Risk Management

External Risks

Buyers/traderghat make commitments are
not able to implement these commitments

1

Project invests in partnering with committed buyers on
development and roll out of responsible purchasing
policies

Srategy development foreduced deforestatiorsourcing
and connectiongo producers committed toeduced
deforestation production

High level commitments that have been
brokered (e.g. TFA, large scale corporate
commitments) fail to make progress or follow
through on commitments due to a lack of
visibility into and controbver their supply
chain

Risk will be mitigated through the following:

f

f

f

Monitor progress of commitments and highlight any
failings

Produce roadmaps and provide technical assistance to
ensure commitmentsire realized

Use multiple levers (including invess@nd consumersto
promote public disclosure and transparent reporting

Lack of transparency in supply chains remair
a major issue.

Develop innovative transparency tools that can be scaled u
and are sustainable over time

Demand for reduced deforestati
commodities grows in advanced economies
but remains low in emerging economies, dug
to concerns on the impact of sustainability or
price in pricesensitive markets. This will hav
the effect that more sustainable production ig
reserved for export to acdnced markets whilg
emerging economies continue to have a high
risk supply base.

Risk will be mitigated through the following:

1

f
f
f

Raise awareness and establish an enabling environmen
emerging economies

Engage buyers in emerging economy markets
Engagdraders that serve these markets

Engage FMCG companies that already have made glob

commitments to deforestation free palm oil

Consumer awareness campaigns do not lea
to increased consumer purchases of reduceq
deforestation products.

Risk will be migated through the following:

1

1

1

Consumer awareness campaigns are gender sensitive ¢
therefore reach the main users of palm oil (women)
Monitor impact of consumer awareness and consumer
pressure on supply chain

Mitigate risk by directly driving commitmenéd corporate
and finance level, in addition to consumer campaigns

Governments do not make lorgrm
commitments to reduced deforestation
policies, undermining project goals.

Risk will be mitigated through the following:

f
f

Bring willing governments on boatldroughout the project
Develop success stories and lessons learned from learn
exchanges and engagement with policy makers for
continued improvement throughout project
implementation

Increased corporate commitments do not lea
to an overall decrease iteforestation due to
leakage or other actors/markets continuing
deforestation practices.

Work at a global and regional scale to ensure the supply chg
as a whole moves towards reduced deforestation sourcing

Climate change meargemand for certain
agriculturalcommodities and productsiay

shift depending on what is available (by price

Risks will be mitigated through the following:

1

Encourage companies and investors to commit to reduc
deforestation commitments that apply to all commodities
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and by quantity)This means the companies | § Work at a regional level to mitigate the risk of leakage

and commodities targeted by the Demand (leakage is more likely to occwthen working in a single

Child Project may shift as well, leading to country, as deforestation can move to neighbouring

deforestation from other actors and countries that have not been engaged)

commadities. 1 Adjust the theory of change as needamlaccount for
climate change, as identified through market intelligence
data

1 Activities will be flexile enough to account for a changing
environment

1 Monitor effectiveness of prograrwide activities and their
impact on deforestation, adjusting strategies as needed

Resilienceldentifying risks and risk management strategies is one way to ensure that potential
disruptionst arising from constraints to delivery, market shocks, regulations, and other threat®
accounted for and mitigated. Taking these considerations into atdoas enhanced the resilience of
the project.

During the project desigithe Demand Child Projectterviewed multiple stakeholders inside and
outside of the WWF Network, idengihgproject strategies that could adapt over the life of the project,
fit within the theory of change, and be executed by organizations willing to continually evaluate their
performance.

The project design itself accounts for and has the flexibility tbsténd major shocks, ensuring
resilience during the length of the project and beyond implementation. This is evident in several key
project design elements:

 TheoryofChange ¢ KS ¢KS2NEB 2F [/ KIFIy3dS SyadaNBa GKS LINR2S«
as the Theory of Change relies on a series of feedback loops, allows for adaptive measures to be
added throughout the length of the project. TBemand Child Projectd G KS2NE 2F OKIF y3S
encourages transformational, rather than incremental, change in the etark

1 Stakeholder engagemenEarly and continuous stakeholder engagement is important for ensuring a
resilient project. Thdemand Child Projetias identified relevant stakeholders, ensured those
stakeholders had an understanding of the project, and aefithe roles of these stakeholders
throughout project design. A constant feedback process means the Project has learned from a
variety of perspectives and has the approval and-ibbugf important stakeholders. During
implementation, the project will contime to engage stakeholders in project design and adaptive
management to ensure the strategy is up to date and relevant.

9 Asia Learning and Exchang&WF has designed a flexible instrument enabling key demand
countries in Asia to engage in the Demand Chitijelet at their will. The Responsible Demand
projectwill engage key governments and companies which are large consumers of oil palm and soy
to encourage participation which could mean learning tours, workshops, etc. The flexibility of the
instrument allovs for shifting focal countries as supply chains shift.

1 Market Intelligence.2.1 on market intelligence will produce key Research and Development
products that can be used to make adaptive management recommendations f@dhmand Child
Projectand IAP Rygram. This service will conduct research on key trends in the marketplace,
anticipating potential disruptions or shifts in supply chains.

1 M&E M&E result§analyzed by the M&E Officer, with input from the Project Steering Committee)
will inform adaptve management and testing of the Theory of Change throughout the life of the

49



project. Incorporating adaptive management measures throughout the logic of the project allows an
informed, resilient system to be developed.

To ensure not just project but agprogram resilience, thBemand Child Projeetill link to the

Adaptation Management and Learni(@M&L)ChildProject. Supported through the AM&Lhild

Project, the IAP design supports an integrated and sustainable system to ensure resilience throughout
the program and after program implementation. As such, shocks throughout the supply chain (from
production to demand) will be anticipated, and relevant pathways developed to ensure the supply chain
systems supported by the IAP are resilient.

2.7 Consisency with International and National Priorities or Plans

International conventions Multiple international conventions align with the objectives of hemand

Child Projectaind the program: broadly, to prevent GHG emissions, deforestation, and threats to

biodiversity. The three Rio Conventions (1992bhe Conventioron Biological Diversity (CB&)d the

United Nations Framework Convention on Climate Change (UNEC&€)mportant international
O2y@SyiArzya GKFIG tAYyS dzZlJ ¢AGK GKS tNep2SOoiQa ¥F20I ¢

1 CBDcontains 130 specific actions to ensure the conservation and sustainable use of forest
biodiversity at the national levéDiversity, 2012)The Aichi Biodiversity Targets are
encompassed in CBD and will be addressed and 2@it-2020; a target ensuring sustainably
managed agriculture to conserve biodiversity (Goal B, tarpet included.

1 UNFCCC is the parent of the Kyoto Protocol (1997), which has been adopted by 192 parties and
binds developed countries to report and stéde their emissions.

1 The New York Declaration on Forests is upheld as one of the most impeolantary
agreementRSAAIY SR G2 LINRPGSOG F2NBadGaz FyR KFra 0SSy
private sector actors.

Conserving forests and mitigagrfGHG emissions is not only an international priority, and consistent
with the priorities of theDemand Child Projecbut is also incorporated into the priorities and plans of
GKS t Ne2SOoiQa LIAf20G O2dzyiNRSAY

Indonesia The Government of Indonesia enactegesident Decree No. 2/2015 on the National Medium

Term Development Plan (RPIJMN 2@039). The RPIJMN 202819 emphasizes the importance of
IAINBSYyAy3a LYyR2ySail Qa SO2y2Ye o &dinduddddégtadatioh, ol G KS Sy
enhancing human reswces through capacity building and the dissemination of science and technology.

The Government of Indonesia has also committed to reducing emisstguesr@ent by 230, and this

FfA3dya gA0GK LYR2YSaAl Qa {dzaidl Ay(hé 10Fear RayhavaeK adii A 2 y |
National Program on Sustainable Consumption and Productioapdition, the Government of

Indonesia ratified the U.N. Framework Convention on Climate Change (UNFCCC). The Indonesian
Government has established and delivered theidla! Action Plan on GHG Emissions Reduction

(President Regulation No. 61/2011) and National Inventory of GHG Emissions (President Regulation No.
71/2011). Finally, the Government Indonesia has submitted a document on Intended Nationally

Determined Contribition (INDC), wherein Indonesia commits to reducing emissié#s® 230. The

Government olndonesiadeveloped and revised their National Biodiversity Strategies and Action Plans

in 2003.

Paraguay The Government of Paraguay, which ratified both the. Bidmework Convention on Climate

Change in 1993 and the Kyoto Protocol in 1999, reaffirmed last year its commitment toward achieving
Zero Net Deforestation by 2020. It is in the process of developing a national REDD+ strategy to reduce
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emissions from def@station and forest degradation, including from the soy and livestock sectors, and

is both a National Program of UNREDD and a REDD+ Country Participant at the Forest Carbon

t I NOYSNBRBKALI CFOAfAGEe oC/tCO® ! a FnménticBRaradugyislinR @l y OA
the process of conducting a forest inventory and developing a National Forest Monitoring System

(NFMS). WWF Paraguay currently has an MOU with the Government of Paraguay under which WWF has
committed to help build its capacity onrfest governance with an emphasis on REDD+DEmeand

Child Projectwill continue to advance this collaborative relationship with the government by taking

steps to measure and monitor the impacts of the project activities on forest loss while supporting an
maintaining consistency with the developing NFMS (National Forest Monitoring System). In addition, the
Demand Child Projegtill explore opportunities to build forest monitoring capacity and data collection

in the project areas that contribute to the riahal system, as well as to use this data in M&E and
FRIFELIGAGS YIFyF3aSYSyd G2 T2 NielGolEnmen & Parayiecbnipletod Ay G S
and adopted their National Biodiversity Strategies and Action Plans in 2003.

Sierra LeoneThe Governmenof Sierra Leone signed the Convention on Biodiversity in 1994 and

ratified it in 1996. Additionally, Sierra Leone ratified the UN Framework Convention on Climate Change
on 22 April 1995 and the Kyoto Protocol in June 2005. Subsequently, establisheditmaNa

Secretariat for Climate Change (NSCC) with the mandate to improve forest governance to maintain the
proportion of land area covered by forests to at least 3.4 million ha. Sierra Leone has also set up growth
and development objective of establishindow-carbon and prepoor development, whilst enhancing

the degree of environmental protection and maximizing the benefits offered by environmental services.
In order to deliver on this, the government established the REDD+ secretariat. Additionally, the
government has developed and is implementing a number of policiepeogtamsaimed at mitigating

the effect of climate change and reducing deforestation. The main thrust of sustainable development in
{ASNN} [S2yS Aa (GKS I20SNIFSEKEQE2KNI BRFRLISHR N& ¢ K ¥
make agriculture the engine for soeé@onomic growth and development towards the achievement of

food security for all, employment opportunities, income generation and poverty reduction in Sierra
Leone with thesmallholder farmers being the focus. The government intends to achieve this within the
frame of its commitment to conserve and maintain a forest cover of at least 3.4 million ha and has thus
been mobilizing national resources and seeking support for Bolvan agriculture development in

Sierra Leone. THeemand Child Projethus presents opportunity for Sierra Leone stakeholders to

agree and implement a set of national principles and actions that will guide sustainable oil palm
development that provides @alth and jobs to local communities but which is environmentally

sustainable and protects the rich tropical forests and the associated biological resources of Sierra Leone.
The Government of Sierra Leone completed and adopted their National Biodiveraigg&is and

Action Plans in 2003.

Liberia The Government of Liberia (GoL) is committed to meeting its obligations timelarternational

conventions and protocols the country has signed up to. Liberia is a party to the Kyoto Protocol and the

three Rio Conventions; the UNCBD, UNFCCC and the UNCCD. The forests afd diperigortant part

of West Africa’'s remaining rainforegurrently accounting for about 43% of the Upper Guinean forest.

As part ofthe commitment to addressing deforestation, the Government of Liberia has pledged to place

o> 2NJ Y2NB 2F (GKS O2dzy iNERQa NBYlIAYyAghsmedBad Said
constraints innstitutional capacityand human resourcg the establishment of the Environmental

Protection Agency in 2002, the launching of the National Climate Change Secretariat in 2010 and the
establishment of the Land and Governanc&COA A & A2y a3 Ay Hnamn akKz2ga 32 JSNJ
establish and build appropriate institutions and capacity to ensure delivery of its commitment. The

REDD+ Technical Working Group (RTWG), ahofit of the Carbon Consultative Group established in
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2007, is one of such recent multitakeholder structures set up to provide technical support to the FDA

2y w955b NBIRAYS&da yR | FdzZNIKSNI RSY2YyaidNI GAZ2Yy 27F
deforestation and to improve forest governance. A more recentroément to addressing
RSF2NBadlrdA2y Ay [AOSNAI Aa [AO0SNAIFQa [SOGGSNI27F L
million in developmental aid tied to assurances that deforestation will be stopped in Liberia by 2020

The Responsible Demand Rydj presents an opportunity for Lébian stakeholders to move towards

their above commitments and reduce deforestation.

2.8 Consistency with GEF Focal Area/Fund Strategies

TheDemand Child Projeds funded under the $45 million Integrated Approach Pragiiaking
Deforestation out of Commaodity Sup@fains. The IAP draws $35 million from the Biodiversity focal
area and, $10 milliofrom the sustainable forestry management (SFM) focal area-63&Bgramming
Directions, 2014). The IAP aims to reduce tlodall impacts of palm oil, soy and beef on GHG emission
and biodiversity by making reduced deforestation supply chains of these commodities th€ @&
2013)

TheDemand Child Projeata 2 6 2 S O A @ §e |IAPRy\&réngthenidgih® anaklirgy entrironment
and public and private sector demand feduced deforestatiocommodities in priority commodity
markets. Bydrivingreduced deforestation demand, the Project contributes to GEF strategies for
biodiversity, climate change and sustainable forestry managenvemch are also aligned to the Global
Environment Benefits produced through the Project.

Biodiversity. TheDemard Child Projectesponds to GEE Biodiversity Objective 4 (BD,

mainstreaming biodiversity conservation and sustainable use into production landscapes and seascape
AaSOG2NE® ¢KS t NRr2SOlQa O2 Y LR-4Piogrand Mahkging tie Sluma®? 06 2 G K
Biodiversity InterfaceThe Project will build demand for commodities from production landscapes that
integrate conservation and sustainable use of biodiversity (Outcome 9.1). The Project also aims to
strengthen the capacity of public policy makérsnform policy dialogues related to reduced

deforestation commadities. This includes developing national interpretations of relevantghitgl

credible sustainability standards (Outcome 9QQEF, 2014)

Climate changeThe Project supports the efforts of GBFEClimate Change Mitigation Focal Area

{GNI 0§S3IAO0 CNI YS @pthilains th Ge@danstraty thersystermaticimpacts of climate
change mitigation options. Specifically, Program 4 exists to promote consenraatitbenhancement of

carbon stocks in forests, and other land use, and support climate smart agriculture. Within this Program,
Outcome A calls for accelerating the adoption of management practices that reduce GHG emission from
land use change and deforetittn. Outcome B aims to aid planning and regulatory frameworks that

foster low GHG development from agriculture commodi(é&F, 2016)

Sustainable forestry management. KS t N2 2SOl adzlJLJl2 NI a DO9Cenpta {dzadl Ayl
Strategy 1 (SFM), which seeks to reduce pressure on high conservation value forest by addressing the

drivers of deforestation. SFM Q& h dzi O2YSa wmdm | -yeBor potiey and plavhing 2 RNA @S
approaches to avoid the loss of high conservatialue forests, respectively. In addition to the Project

generating reduced deforestation demand and creating an enabling policy environment, the public

private-NGO collaborative nature of the Project supports SFK} & -s@¢tcd golicy and planning

outc2 YS® a2NB2OSNE GKS tNB2SO0Qa ¢2N)] (2 | ROFIyOAy3d
Brazil and Paraguay) address Programs 1.1, 1.2 and 1.3 on integrated land use planning, identification
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and maintenance of high conservation value forests, idedtification and monitoring of forest loss
(GEF, 2015)

In addition to GEF strategies, the Project directly addresses all Aichi Biodiversity Targets except Target 3
related to the elimination of subsidies that are harmfuldiodiversity and 1720 related to funding of

the Targets and policies of Parties to the CBD (GEF 2014). The Project aims to shift demand towards
reduced deforestation palm oil, soy and beef in biodiversity hotspots, directly supporting the following
goalsof the Targets:

1 Addressing the underlying causes of biodiversity loss by mainstreaming biodiversity.

1 Reduce the direct pressure of biodiversity and promote sustainable use

1 Improve the status of biodiversity by safeguarding ecosystems, species anccgéivetsity

1 Enhance the benefits to all biodiversity and ecosystems setvices

2.9WWF Comparative Advantage and Consistency with WWF Programs

The comparative advantage of WWF rests on its 50 years of experience working in 100 countries, with
supportfrom2 3SNJ p YAttt A2y YSYOSNBR 3If206lffed 22CQa YAaaa
priority places is consistent with the goals of themand Child Projeeind the Commodities program as

a whole.

WWHFRUS centers its work on fivaore pillars with rdlevant ones including Climate, Food, Forests, and
Markets. Throughout these goals WWIS has successfully built pulpigvate partnerships, convened
stakeholders, bridged policy gaps, and transformed markets at a local to global scaldJ®/kéB
recentlyfocused on building up capacity and experience in offices that include Brazil, India, Indonesia,
and China to support its market transformation initiative. At the same time, the WWF network has built
credibility and trust by working with global market act along the supply chain, with much of this work
centering on increased demand for sustainable commaodities.

TheWWFMarkets team specifically has experience shifting markets towards sustainable production
through activities that include corporate engagement, supporting the continuous improvement of
standards and certification, leveraging sustainable finance, workirgublic policy, and increasing
transparency in supply chains. Building on lessons learned and the expertise developed in this space,
alongside strong support from WWF offices in Indonesia, Paraguay, Brazil, and Africa, WWF US is well
situated to undertakea crosscuttingproject that transforms markets at a local to global scale.

WWEF is widely recognized as a civil society thought leader for advisory and engagement with the
financial sector on environmental risks and opportunities in soft commodities. tBegrastl2years,

WWF has worked with regulators, platforms, and leading banks, and produced numerous publications
and tools, increasing awareness, commitments, and actions by investors on deforestation and
commodities.

2.10Innovativeness, Sustainality & CostEffectiveness

Innovativeness There are numerous efforts to increase demand for reduced deforestation
commodities. However, these efforts often focus on a single commodity, geography, or limit themselves
to one part of the supply chain.

Through the Commodities IAP, tizemand Child Proje@ directly linked to interventions around
LINE RAzOGA2Y YR Ay@SaldyYSyd UGNl yalkrOlGAzya Ay &aLISOATA
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approach allows priority regions to receive coordinatedmupthat (1) engages producers, (2) finances

reduced deforestation production and (8rengthens the enabling conditions to drive global demand

for reduced deforestation commodities produced in those regions. For example, throudrethand
ChidProjed®2a f Ay ]l 6AGK GKS /2YY2RAGASA L!'tz GKS Ayy20l
improved transparency into their supply chains and will be able to target their purchases from

geographies where responsible production occurs (ensured bf?tbdudion Child Projeqgt

For theDemand Child Projespecifically, the focus on corporate engagement innovations has been
tailored to the most strategic and impactful strategies to drive change in the focal commaodities.
Domestically in Indonesia, a strategily important country as one of the top two produceryd

consumers of palm oil, the Project will focus on corporate engagement to provide branded reduced
deforestation palm oil to the domestic market. While all stakeholders have agreed that domestiéspal

a gap, it hamot yet been addressed. The second strategy to drive reduced deforestation palm is a focus
on the investors in the market. This has not been recognized as a priority amongst NGOs, but provides
an innovative approach, with the potentiadrfinvestors to drive significantly more corporate demand

for responsible commodities.

Finally, in Latin America, and Brazil and Paraguay specifically, the focus will be on working with traders
regardingsoy¢ KS { 2@ ¢ NJ RS NI dinterestdd frad@d\aleverdgé doint $ryha supply
chain that haghusfar been umapped. Focus will be goartnerships consensusand collective actiom
implementinga realistic roadmap for reduced deforestation soy in Latin America.

The SouttlEastAsian learning exchandgender Componentl and 3 is another example of innovation.
TheDemand Child Projeetill engage palm oil traders, buyers and governments. Through links with the
Production Child Projeetind the TransactianChildProject, these actors will have expanded

opportunities for engagement with investors, the finance industry and producers. These regional
instruments will be developed in Asia and Latin America and are designed to be flexible and open. This
enablesa set d stakeholders to quickly respond to changing situations. A company or government may
face unexpected pressure and they can turn to the Project for support. This kind of instrument has not
been developed at scale with the private sector.

Finally, theDemand Child Projeaill continue to develop and implement a powerful commodity

tracking method i KS ¢ NI YaF2NXI GADBS ¢NIF yaLl NByoe LIXFIiF2N)Y o
have been demonstrated effective at small scales, but have not been appliedite Ergionsor

globally. The methods combine (a) consistent coumtige data on commaodity production at the sub

national level (e.g. municipal); (b) per shipment customs data and (c) bilateral trade matrices describing

trade flows by commodity, company dmproductionat the sub-national level. The combination and use

of these datasets is at the core of the innovation of tihanBformativeTransparencylatform. The

public nature of thebemand Child Projetielps ensure that commodity markets will soon have

improved transparency by scaling up the Transformative Transparency platform.

Sustainability The sustainability of thBemand Child Projecests on the ability of companies and

L2t A08 YIF1SNB (2 O6mM0O dzy RSNAI( | yeRtationK(@)kdlectwelyB I vy AT | (A 2
address those risks and ({@nder their supply chains transparent to dritree knowledge of risks and

help organizations address them. The Project directly builds this understanding, transparency and the
ability of organizatioa G2 RANBOGf & I RRNBXaa NrAalaoe 9FFSOUGADSTE &,
d2dzNOAYy3IE 0S02YS &l yREFENR LINF OGAOS Ay O2YY2RA0E& Y
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Standard practice, once established, will include: investor standards around ESG screening policies that

will be applied to portfolio companies; a shared roadmap and sourcing policy for traders (as developed
0KNRdAK (GKS {28 ¢NIRSNDRa tfFiF2N¥Yoe ¢KS&S LIRtAOAS
time, or even be adopted by other interested int@s or traders/companies.

l'a | NB&adzZ G Ylye 2F (GKS 5SYIYR / KAfR tNr2asSoiqQa S
components, the Project is addressing sustainability as follows:

1 Learning, exchanges and platfornieforestation is just onesk companies and governments
share across commodity supply chains. Once engaged, these actors are likely to maintain the
dialogues and relationships made through the project to address related evolving needs.

1 Government engagement in West Afriead Parguay The skills and practices associated with
principles for sustainable palm oil will be maintained, and, once established through project
activities, these policy frameworks will guide the secidre strengthened national capacity and
voluntary nation&sustainability standard in Paraguay will continue to support integration of
sustainability issues in the beef supply chain after the project ends.

1 Consumer campaign¥he media materials and technigues from the Indonesia consumer
campaign will be sharelaroadly for repurposing for other commodities and countries.

Consumer awareness, once raised, will lead to strengthened demand for reduced deforestation
palm oil past the length of the Projec€ompanies will increasingly recognize this demand and
shift buying and labeling towards reduced deforestation products as a result.

9 Transparency toolsThe global demand for information on commodity tracing is growing in all
sectors. The methods that will be advanced by this project are likely to be used by various
sectors and therefore become strengthened, more informative, and a shared reliable source on
commodity transparency. The Transformative Transparency platform itself is being designed to
become increasingly efficient at incorporating updated data and rdlatarket information.

Once established, the platform can more easily include new jurisdictions and therefore become
of more global relevance past the length of the project.

a2NB2@0SNE (GKS tNRr2SOGQa RSaA3dy A dagedmeryiadisinyi Sy G oA (K
Sectors are seeing ever closer collaboration among actors, and are collectively identifying efforts to

address social and environmental issues. Because the Project uses this momentum to advance reduced
deforestation components, the colléee understanding of and the capacity to address deforestation

related risks will be sustained.

Costeffectiveness By forming strategic partnerships, the project will be able to influence a large base
of supply chain actors with limited resources. For instance, alignment wittp@&énts a great
opportunity to use an integrated platform to shift corporate demand tangs sustainable sourcing, and

to ensure this sourcing follows through on consistent requirements. Furthermore, by relying on pilots
and regional approaches, ti@zemand Child Projec$ able to use a combination of approaches
depending on how advanced tlm®mmodity supply chain is in that area. Pilots and regional approaches
can be scaled up and linked as needed, allowing activities to be tested and made global through an
adaptive management system.

TheDemand Child Projeatill implement a standard setfaneasuredo minimize costs. They include:

55



Implementing Activities, Project Monitoring and Evaluati®he Project monitoring and evaluation
framework was developed to utilize available public resources (suShigigly Change arfebrest 500)
to ensure reliable but affordable data.

Hiring Third Party ConsultantBroject outputs such as developing a communication campaign for
sustainable palm oil in Indonesia, requires a third party consultant. The project management team will
follow apublic procuremenprocess to have at least three competitors for a consultant position.
Selection of a consultant will be based on human resources, technicalities, experience and financial
proposal. This measure will help to hire the best consulfartividual or organization) for optimal price.

Travel Travels by management team are necessary for effective project monitoring and

implementation. Economic fares will be applied for air and road travel and appropriate lodging facilities
will be provded to the project staff that ensures staff safety. Expenses will be accounted for according

to WWEF rules and in line with the GEF policy. The regional WWF offices will apply their official process to
select the travehgent, whichgives cost competitiveates where appropriate.

Equipment Purchase/ Printing and PublishiAl of the member organizations will follow a tendering
process for equipment purchase and printing/publishing that accounts for more than USD $20,000 and
compare at least three vendsrIn case there is a single vendor only for any activity, appropriate official
norms will be followed to get an approval from the highest authority of the organizations with clear
justifications.

Providing opportunitiesTheDemand Child Projeetill provide opportunities that ensure a broad
stakeholder engagement process where appropriate. This will follow a bottom up process if necessary,
and will ensure engagement of local communities, indigenous people, women, youth, students,
marginalized communit& and will be gender and socially inclusive.

Involving WWF StafffheDemand Child Projeetill utilize WWF network expertise as needed. This will
help to reduce the overall management cost of hiring new staff for the project.

2.11Knowledge Managemenand Communications Strategy

TheDemand Child i@ject will build on important lessons from a number of relevant projects and
initiatives, including:
1 Lessons fronthe Phase XCompletion Report anBhases 1 and 2 Annuk¢chnical Repaostof the
WWFgrant fran SIDA include the need to not only focus on @meone corporateengagement,
but also with consolidated supply chains, meltimpany platforms (e.g. Consumer Goods Forum),
governments, and other key actors in order to make sustained difference across the supply chain.
Platformbasedcommitmentsneed to be combined witherification of compliance andssurance
that platform commitments are rigorousn addition, thesereportsfound that campaigns and
demand mechanisms must be adopted fréffestern countries where is has been historically used,
to fit local demand in Asiacountries.
1 Lessons fronMarket Transformation Initiative,lganed from the BrminalProgramReview,
included lessons on adaptive management. The TPR recommended that a robEsh&&
measures companies on a scorecard system should be bolstered with additional data and impact
analysis to assist adaptive management measures.
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1 Lessongearned fromthe Forest Law Enforcement, Governance and T(Rd&G)TAction Plan,
produced throudp Thinkforestjnclude a need to better analyze shifts in trade and the impacts of
these trade diversions and market sukistions.

T [ Saazya fSINYySR 7TNEYREDDLESSHS] eafn2ddASR O dzFEIRISIBEE ¢ | b
point that awareness and capagcbuilding take time to strengthen. THgemand Child Project
designtherefore incorporated a range of solutions to ensure short and long term sustainability of
the project.

The Project wiltoordinate andink to the IAP Adaptive Management and Learr#ngject (AM&L
Project)which has thebjective to strengthen the global capacity and integrated nature of the
Commodities IAP to effectively leverage demand, transactions and support to production to implement
the program in a synergistic manner for gremitmpacts and replicatiorLinking with the AM&IChild
Project,as well as the IAP as a whalll ensure program and projedevel learnings are synthesized
and shared. The AM&ChildProject is responsible for sharing relevant learnings from other gmed

IAP programs can be captured and leveraged effectively; development of a Global Community of
Practice to share bestracticesand lessons learned faromote replication and scaling up of effective
projects; and a communications strateiggplementedat the Prograrrlevel to raise awareness of the
impacts of project and program results and facilitate dissemination of knowledgeddinand Child
Projectwill be responsible for capring lessons learned from each component, and will communicate
regularly with the AM&LChildProject to ensure these lessons are shared to the correct stakeholders.
Along with capturing lessons and best practice, Breenand Child Projeetill be responsible for
producing areport at midterm and close of the projecn research dveloped through market
intelligence This report, developed through ti@emand Child Projecwill be published and shared by
the AM&L Project through the mechanisms listed abtvensure consistency in the IAP communication
strategy

In addition to information shared through the AM&hildProject, theDemand Child Projedtill
communicate the progress of project activities and key outcomes through publically disclosed
monitoring and evaluation reporting.esson®n best practicevill be compilecbased on M&E reports,
shared througtthe AM&L ChildProject, and ranform the project cycla an important feedback loop
to using and sharing knowledge managemdritisfeedback loowill include, prior to each technical
progress report, a PMénd Steering Committee review of the theory of changhich will be revised as
needed.The Demand Project Manager will lead the knowledge management cadiahinand
connection to the AM& Child Project.

SECTION 3: INSTITUTIONAL FRAMEWORK AND IMPLEMENTION
ARRANGEMENTS

3.1 Project Execution Arrangements and Partners

The Responsible Demafahild Poject will beexecutedby WWFUSIn partnership witha number of
organizationsnamely, Stockholm Environment Institute (SEI), Proforest Initiative (Afffcae and Latin
America Office), WWF Singapore, WWF Indonegia work in Paraguawill beled by UNDP The
Responsibl®emandChildProject organization structure ishown below in Figure, Gvith the various
entitiesQ NBf I (A 2 y & KA LddiscissedRin dedaiBbeligvy A A0 A f A GA S
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Figure6 Demand Child Projeatoordination

Demand Project Coordination

Project Steering Committee Program Steering

Chair: Demand Child Project Lead | pEpEpEppEppp pSEp SR > Committee
Members include a representative
from:

« WWF-Singapore

* WWF-Indonesia

= SEI l
« Proforest Initiative (Africa Office) |/

GEF Secretariat representative
Project Management: WWF-US (with STAP representative

UNDP in Paraguay)
(M&E, operations and financial
management, reporting, coordination)

¥ ! \

South East Asia West Africa Latin America
(oil palm) (oil palm) (soy and beef)
Proforest Initiative

« Proforest Initiative (Latin America
Office)

« UNDP

+ Conservation International (Brazil)

WW#F-indonesia C1, €3, Proforest Initiative

e 1At s BN CD {Latin America Office)
ca {Africa Office) C2 &

SEIC4
WWF-Singapore C1 =

UNDP C1, C2

In terms of project execution arthy-to-daymanagement and oversightie Project Management Unit
(PMU)will coordinate projecexecutionwith projectexecuting partners (listed above)

The PMUwill play a central coordinating roEmongproject partnerssupport implementation of

project activities through coordinated actions with the country offices and representatives from each
region,and will coordnate with and report to théProject Steering Committee and the Program Steering
Committeevia the Demand Child Project Lead. To ensure clear lines between the WWF GEF Agency and
the Executing role/PMU, and for checks and balance, the FhHhce andOperationsManageris

under a different reporting line than the WWF GigencyFinance Office. The PMU Finaecel

Operations Manageis responsible for sugranting and financial reporting; whereas the WWF GEF

Agency financial officprovides theprimarygrant, compliance, and oversight role, ensurithgit proper

checks and balances remain in place.

Proforest Initiativewill be responsible for the Component 1 Outcome 1.1 (Output 1.1.3) concerning

convening and facilitation of the Soy Traders Platform, and Ceo@ 2.1 (Output 2.1.2) concerning

policy processes. Proforest brings to the project the legitimacy of being a respected agency with good
NBfFGA2ya Ay GKS [ GAYy ! Y Srogloddtaff hayeRtrohglydldridrent &8 I A 2 v &
stakeholderrelations. They also bring a successful engagement model (C2) to the project. Proforest will
receive a sufgrant from the Executing Agency and be responsible for financial reporting of their grant

to the PMU, and for technical reporting to the PMU on theputs listed aboveRepresentatives from

t NEF2NBadGQa [FGAY !TYSNAROF hFFAOST tSIRAYy3I GKS Ay
Office, leading the work in countries including Sierra Leone and Liberia, will sit on the Responsible
DemandProject Steering Committee.
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WWEF Singaporés leading the work in South East Asia
for Outcome 1.2Increased investor capacity to
incentivize fasmoving consumer goods (FMCG)
companies towards reduced deforestation sourcing.
This work will be closely coordinated with UNEP FI ang
the IFC, as they have been involved with developing
the strategy to comm@ment their work in the
Responsible Transactions Child Project. WWF
Singapore will be responsible for providing regular
inputs to the PMU for the technical reporting related
to this outcome. WWF Singapore will sit on the
Responsible Demand project Stegri@ommittee.

UNDPas ceimplementing agencwill be responsible
forthe executionofi KS wSalLl2yairof s
work in Paraguay, includir@utput 1.1.2: workshops,
guidance notes, and learning trips to mobilize and
engage buyers in the beef sectorgenerate demand
for reduced deforestation beef produced in the Chaco,
andOutput 2.1.3: national principkeof sustainability
standards to incentivize demand in project countries.
AsUNDP wilblsolead the execution of the Production
project in Paragay,thus ensuesa coordinated
approachbetween efforts to work with suppliers and
buyers of sustainable beef from the ChatdiNDP has
longstanding ties with the Government of Paraguay
and is therefore welbuited to jointly implementhe
production and demand project3he IAP Chaco
Goordinator will be responsible for both projects, will
serve on the Responsible DemaPject Seering
Committee, and will provide inputto the Responsible
Demand Project PMEbr regularmonitoring,
evaluaton, andtechnical reportingpn the above
outputs.

WWF Indonesias responsible foOutput 1.1.4.
Meetings to engage Indonesian companies including
brands, retailers and traders to facilitate reduced
deforestation palm oil sourcing and saleshin
domedic markets; and, foOutcome 3.1: Increased
consumer awareness to drive demand for reduced
deforestation products in key demand markets. The
Indonesia work will be closely coordindtthrough an
IAPProgramcommittee in Indonesia which already
has been perational during the PPG phase of the IAP
Program. WWF Indonesia will serve on the

Responsible Demarfétoject Seering Committee,

RESPONSIBLE DEMANDHGRATION

WITH BRAZIL CHILDOZECT

WWEF and its executing partners are responsil
for several Demand Project initiatives that
involve collaboration with the Brazil Child
Project, including the work to convene a soy
traders platform (Output 1.1.3), update the
Transformative Transparency Palrincluding
links to Production Project sites and supply
chain actors (Outputs 4.1.1 and 4.1.2), develo
case studies for Brazilian soy using data in the
platform (4.1.3) and produce a Transformative
Transparency yearbook (4.1.4). These outputs
and theirhigher level outcomes are funded
through the Demand Project, but support the
NI TAE / KAEfR
market demand for responsibly sourced soy,
and Outputs 4.1.1 and 4.1.2, which reflect the
strategy and activities described in this
Responsible Demand Project Document. These
outputs are included in both project documents
to reflect implementation funded by the
Responsible Demand Project in Brazil in close
coordination among organizations.

[®]

There will be a chilgiroject kickoff worksbp in
Brazil with all relevant stakeholders from the
Matopiba region to develop the methodology
for incorporating Matopibaelevant supply
chain information, maps, and risk analysis into
the tool SEI is developing under the Responsi
Demand Project. M&2 @SNE G KS {
Platform, led by Proforest under the
Responsible Demand Project, will integrate
traders from the Matopiba region; Cl is already
Ay@2t SR 6A0GK GKS LI I
continue this role.
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Finally, WWF will sitonthe Brazi / KA f R| t
board with UNDP, IFC and CI, all of whom are
Ffa2 YSYoOSNR 2F (KS 3Hf20
Committee.
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with WWF Singapore, ensuring alignment across the region.

SEMill be responsible for implementation of the C4 Outcome @utputs 4.1.4.1.4) as well as
representation on the Project SC. They will oversee the Transformative Transparency work and help
market the resultsSEl, in partnership with GCP, bring a proven model for transpat€ddthat has

been validated wittother actors working on supply chain transparency initiatigee stakeholder
participation in section 4.3B5EI will receive a stdrant from the PMU and be responsible for financial
reporting to the PMU on their sufgrant. SEI will be responsible foopiding the PMU with supply chain
transparencyrelated inputs to the projectevel technical reporting.

Other partnerswill be engaged throughout the project. This includes potential collaboration with CGF
under Component, and partnersvith winning appikations tothe competitivecorporate learning
exchange prograrand governmentlearning exchange prograrfihe Responsible Demand Project will
coordinate with theTFAIn Indonesia, Africa, and Brazil

3.2 Project Steering Committee

The overall coordinatio of the project is tasked to the Project Steering Committee (PSC) formed by
representatives from th@roject partners with consideration of representation acrosstimee project
regions (SE Asia, Africa, and Latin Amgridae PSC will be chaired by themand Child Projettead

and will includea senior research fellolvom SEIAfrica Regional Director and Brazil Country Director
from Proforest Asia Finance & Commodities Specialist fMWF SingaporeDeputy Director
Agriculture & Fisheries, Mark@&ransformation fromWWWFIndonesia IAP Chaco Coordinator from
UNDP Paraguagind Senior Manager Sustainable Agriculture fr@inBrazil. The PSC will facilitate a
successful project execution and be responsible for providing input to project work plapipigpving
annual work plans and budgets, review and approval of key project outputs with OFPs when relevant,
and make informed decisions regarding planning and development of actions during the progct.
PSC wilave virtuaimeetingsquarterly, in adlition to monthly virtual meetings held between the
Project Manager and the partners involved in each outcoRt@r to Project Progress Report (PPR)
reporting and the creation of a new annual work plan, the PSC will annually reflect on the theory of
chang and results chains (see Appendixand will assess whether or not changes are needed to the
DemandChildt N2 2S OlG Q& a (i NIThe &SCAwd! alsoznsiird tiiiitte Prajecthic@riplies with
operational minimum standards and safeguard requiremexstsietermined by and in coordination with
the WWFGEF Project Agency.

3.3 Project Management Unit

The PMU wilplay a coordinating role tensure alignment and coherent implementation of the outputs

and outcomes with all executing partnefithe PMU wilinclude aMonitoring, Evaluation, and Reporting
Officer, aProject Manager anda Fnance and Operationglanager. The PMU will be responsible for
coordination of implementation, as described above; technical and operational monitoring and
evaluation througpout the project, including consolidation of information from executing partners for

the results framework and the {asinnual PPR in addition to other M&E deliverables; as well as direct
correspondence with the WWGEF Project Agency on behalf of the wipkerject members. The PMU

will have biweekly management meetings and will be led byPiwect ManagerThe PMU is a distinct

entity within WWF, with separate reporting lines and responsibilities from the WWF GEF Project Agency.

TheProject Managewill ensure that all project partners maintain a high level of transparency,
responsibility and accountability throughout the length of the project. The Project Manager will inform
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the Project Steering Committee of any delays or risks as they arise duringnentégion so that
appropriate support or mitigation measures can be adopted. The progress of project partners will be
tracked via an annually developed work plan. The work plaraisdlensure alignment between the
deliverables of each executing partnér.addition, the PMU will track partner progress against targets
determined in the M&E plan. The M&E Officer will ensure that the standard WWF and GEF M&E
requirements ardulfilled to the highest quality on a regular basis.

3.4 WWFGEF Project Agency Magement Unit

The WWFGEF Project Agency Management Unit suipportproject implementation by maintaining

oversight of all technical and financial management aspects, and providing other assistance upon

request of the Executing Agency. The WBEF Pro@i ! 3Sy O0e gAff [ faz2 Y2yAd2NJ
implementation and achievememtgainst the Results Framewodnsure the proper use of GEF funds,

and review and approve any changes in budgets or ytaks. The WWHSEF Project Agency will

arbitrate and ensure rgolution of any conflicts during implementation that cannot be resolved in first

instance by the EA.

3.5Integration with Other Child Projects

The Responsible Demand Project has several linkages to the Production, Transactions, Brazil, and
Adaptive Managemen& Learning Child Projects. A summary of the links to the Brazil Child Project is
provided in the text box on page835See Appendix 1for a table of other linkages and points of
collaboration.

3.6 Program Steering Committee

The Program Steering Committedll be managed by UNDP through the Adaptive Management child

project to provide coordination, a governance structure, and act as a decision making mechanism

throughout Program implementation. It will be formed by representatives from each Implementing

Agencyt UNDP, IFC, WWF, CI, BPNAEt along witha GEF Secretariagépresentative and a STAP
representative UNDP has the role as Steering Committee Chg.Project Steering Committee will

coordinate withthe Program Steering Committee for the lengtrtiué project.2 2 CQa wSall2yaArot S
Demand Projectead will represent WWF on the Program Steering Committee.

An Advisory Committee will be established to adviseRhegramSteering Committee on a periodic

basis. This will consist of selective experts ftomprivate sector, NGOs, platforms, donors, who are
recognized in their respective fields. The Advisory Committee will provide technical and strategic advice
to strengthen Program implementation and impact; support the building of partnerships to increase
Program impact and visibility, and provide feedback on changes in the Program context to support
adaptive management and resilient®.

SECTION 4: STAKEHOLDER PARTICIPATION

TheDemand Child Projet¢am consulted broadly across the globe to solicit fesarkoin the design of
the ProDoc in order to determine the most impactful interventions, arabt appropriate organizations
to executethe work(see Appendix 9)

10f S @daptive Management and Learning t N2 520 F2NJ FdzZNIKSNJ RSGIF AT ao

61



The identification of stakeholders was based on a stakeholder analysis conducted durgzglyhstages
of the PPG phase and resulted in a stakeholder matrix with activities, gaps, and potential role or
involvement in the project. This was used to guide the consultation process and the identification of
executing partners. Throughout the projgmteparation phase, drafts of the Project Document were
circulated to project executing partnergcluding the Consumer Goods Forum,rariew, input, and
approval.

4.1. Country and regional engagement

Indonesia.An IAP program inception meeting waadhin Jakarta, Indonesia in November 2015, with the
GEFsecretariabnd Government representatives in attendance, as well as representatives of key
potential partners. In advance of the meeting with government,Bteenand Child Projegtorked with
membesrs of theProduction Child Projeend Transactions Child Projesh preliminary design of the
overall IAP in addition to demand project interventions.

A multi stakeholder (including government) project design workshop was held in Jakarta, Indonesia on
January 2527th, followed by field visit to West Kalimantan for consultations with provincial authorities,
and companies. During this workshaopore than 40 participants from government agencies, civil

society, development partners, and the private sectoidated demand strategies of focusing on
domestic oil palm consumption and consumer awareness.

ParaguayA total of four project design workshops were carried out in Filadelfia, Chaco with local
stakeholders between January and June 2016, with the participation of UNDP technicians, technicians
from the main cooperatives (Fernheim, Neuland and Chortitzeryesgmtatives of the Government of
Boquerdn and Alto Paraguay, representatives of the MunicipaliBladefia, and representatives of

the production cooperatives federation (FECOPROD). The workshop objectives were to conduct the
necessary consultationsithr key stakeholders in the design of tBemand Child Projeébr Paraguay as

well as the sustainable production work in Paraguay, and to discuss and revise the project outcomes and
outputs. In addition, maps of the pilot sites for landscédges! work inthe Chaco were presented.

Two workshops were held to introduce the objectives of both projects and review the expected outcomes:
one with the Minister of Environment and the Deputy Minister of Livestock, and the other with the
participation of the Techial and Legal team of the Secretary of the Environment (SEAM) and the National
Forest Institute (INFONA).

Finally, additional interviews were organized to discuss the main proposed elements etiend

Child Projectaind alignment with national priorite These were carried out with various stakeholders,
including the Deputy Minister of Livestock of the Ministry of Agriculture and Livestock, staff of the

existing UNDP/GEF Green Landscape Project and of the UNDP Country Office and representatives of the
private sector, including the Rural Producer Association (ARP) and the Paraguayan Beef Chamber.

Brazil.In midDecember, the Brazilian Government confirmed their Expression of Interest to join the

IAP. On 22 January, the IAP convened adaifmeeting with Government officials, led by the Secretary

of Environment and Forests in the Ministry of Environment. The meeting was focused on the Matopiba
region, which the government has highlighted as a priority targeted for the IAP program to engage in the
soy suply chain. It was agreed that the target landscape will emphasize engagement with stakeholders
on the production end, while at the same time harnessing priorities for demand and financial
transactions components.

62



There was an additional workshop in Ma@nvened by CI anabsted by WWF whereby the project
design was reviewed

Regional:

Oil PalmAsia.An RSPO meeting in November 2015 was maximized to undertake consultation and
validation of theDemand Child Projegtith key stakeholdersA global sessh at the RSPO meeting was
dedicated to introducing the project and to identify globally the key issues and strategies that need to
be addressed to furthepromote sustainable oil palnThere were over 100 participants globally,
including private sector,il society and government. The following were recommendations/findings
that have informed development of thBemand Child Project

1 4-6 players play a significant role in oil palm (COFCO, Master Kong, Wilmar, Julong, Sinograin,
Chinatex)

1 Intergovernmentadialogue in the region is needed

1 Consumer awareness regarding impacts of oil palm is low

9 Financial Institutions and Banks should be leveraged.

Oil PalmAfrica. Proforest, as project executing partners for thbemand Child Projeat Africa, held

workshgos nationally and with multiple West African countrissmove forward the work of the

Tropical Forest Alliance. Representatives from government, private sector and civil society from nine
countries came together on 2 and 3 March 2016 forthe TFA 1@ttt a FANRE G NBIA 2y L g2
Ghana. Of the nine countries, six countrigs F YSN2 2y > [/ GS RQL@2ANBIY Dl oz2yzX
Nigeriag¢ have been involved from the beginning, amake country¢Sierra Leone noted that they

would like to pursuegining the Initiative. At the workshop, participants from all nine countries launched

the development of a regional set of hidgvel principles to guide responsible oil palm development in

West Africa. The workshop provided apportunity to present the pposedDemand Child Project

strategies.

SoyLatin AmericaWWEF, Cl and IFC held a meeting with key traders involved with the majority of soy
production in Latin America in January 2016. Over the course of the workshop, several areas of
opportunity wereidentified to pursue as part of reduced deforestation work going forweastich have
been incorporated into the project design.

Participants included eight global traders, the Consumer Goods Forum, as well as key mapping
organizations and NGOs. Profdrems identified as being the best organization to carry the work
forward given their current convening role with the TFAl @xperience with the content.

4.2 Private sector engagement

Private Sector Companie®utreach and presentations to, or meetingih, companies included Cargill,
Musim Mas, Sine Darby and Mondelez. In addition,Deenand Child Projetiosted a workshop in

Miami on January 14th with soy trading companies from Latin America, including ADM, Bunge, Louis
Dreyfus, Noble/COFC®@/ilmar,Amaggi and Marubenthe Consumer Goods Forum also participated in
this meeting (described above). During these meetings, the theory of change and high level strategies of
the Demand Child Projegtere presented, anteedback andyeneral support to the mject was

received A followup meeting to the aforementioned soy traders meeting was held in early June

yielding additional input. The Project also benefited from the feedback of an external advisors group.
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The Consumer Goods Forum presentedBremandChild Projecbverview at two steering committee
meetings in 2015 and 2016 for their sustainability committees. Attendees at the meeting included 40
consumer goods companies including Marks and Spenser, Unilever, Mondelez, Johnson and Johnson,
Y St t 2efim®dakn Group, Barilla, and Pepsi@@ain, this resulted in awareness of the project

goals by these companidgedback on desigrand general support to the project.

Feedback from External Advisors on Demand Strategwn. external advisors groupas established by

the Program Steering Committee. The advisors reviewed project strategies and agreed that increasing
domestic demand for sustainable products in developing country markets is part of the solution to
increasing global demand foeduced @forestationcommodities. It was recognized that developing
domestic demand in developing countries is an exciting concept and relatively new.

4.3 Input on transparency of supply chain strategy

The Stockholm Environment Institute, which witecutethe transparency and mapping work for the

Supply Chain Transparency under Component 4, held a workshop in Stockholm with attendance from 42
people from 30 organization®iscussions were held on methods and strategies to monitor foigst

supply chains andnk disparate producers and consumers. Key questions generated in the workshop
include:

1 What are the key data gaps and how can they be best overcome?

1 How to best communicate supply chain transparency to users, and how to allow users to
contribute?

1 How toconnect supply chain actors to territorial information on environmental and social risks
and opportunities associated with the production process?

1 How to reduce uncertainty in linking supply chain actors with specific production localities,
helping move fom risk exposure to attribution of responsibilities

1 How to best integrate territorial and actdrased performance information?

1 How to deal effectively with both quantitative (e.g. deforestation) and qualitative (e.g.
certification) data?

1 What are the unmetransparency needs of particular user groups? And how do they differ?

The above questions have informed development of Component 4. Participants to the workshop
acknowledged that SEl is a leader in the spacewsildsuitedto convene multiple actors todild out
the transparency platform.

4.4 Other project partners

TheDemand Child Projeelso met with many organizatiarior technical input and insight including
CLUAthe Gordon and Bettivloore FoundationRSPCSolidaridad, Oxfam, Rainforeslliance, UNEP
TEEB, Meridian Institute, Supply Change/Forest Trends ti@&Raulson Instituteand Governors'
Climate and Forests Fund.

The project will continue to engage stakeholders during implementatiwaoject partners listed above,
as well as imestors engaged through Component 1 watkmpanies inndonesia andraders engaged
through the Soy Traders Platform, will be included in an annual feedbac¢& eakurecontinuous

private sectorengagement and participatiorThis call will be used tastuss project progress and
opportunities for the project moving forward (including adaptive management recommendations). In
addition,demandproject partnersand identified stakeholderwill be invited to attendhe Community
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of Practice(CoP)neetings oganized and held through the Adaptive Management and Learning Child
Project.The CoP will bring together practitioners from the oil palm (Indonesia and Liberia), and soy and
beef (Brazil and Paraguay) supply chains, which could include governments GaxsbiNd producer

groups. Program partners, such as bilateral agencies, will also be invited to bring in their practitioners. A
total of two Communities of Practice events will be organized tiyea IAP program. This provides an
avenue for the Demand C#iProject to encourage partner and stakeholder participation throughout
implementation.

SECTION 5ENVIRONMENTAL AND SOCIAL SAFEGUARDS

TheDemand Child Projetias been classified as "Category C." No negative environmental and social
impacts are antipiated andlong-term positive impacts are expectesincethe work is designed to
reduce human pressure on forests and other important ecosystems such as savannahs.

SECTION 6 GENDER MAINSTREAMING

The project team designed the Responsibimand ChildProjectin such a way as tassess, to the

extent possible, potential impacts of the project on gender equality and gender equity. It is the aim of
the Project to ensure that potential negative impacts on women and men are addressed, as well as to
identify and use opportunities to reduce gender inequities. Social sustainability, including gender equity,
is essential to achieving sustainable commodity supply chains

UNDP, as program lead fbaking Deforestation out of Commodity Supply Ch#n®sponsibléor the
overarching Gender Equality Strategy to shape the progeml framework for mainstreaming gender.
UNDP, under the Adaptive Management and Learning Child Project, will develop a Riegeh@®ender
Mainstreaming Strategy and Action Plan basedhengender mainstreaming actions to be carried out

by each of the child projects, ensuring a consistent approach. The Strategy will be implemented by the
child projectst!

Along with ensuring consistency with the Gender Equality Strategy set out by theH&esponsible
Demand Child Projeetill also align with WWF policy and practice on gender and conservation. WWF
Global Network Policy on Gender was instituted in 2011 to ensure that its conservation policies,
programs, and activities benefit women and mequally, and contributes to gender equity as part of a
broader commitment to strengthening the social dimensions of its projects and programs. As the WWF
Network Policy on Gender underscores, lasting success in conservation and natural resource
managemenis only possible when it is sustained by, and benefits, the women and men concerned and
involved.

Building on WWF I@bal Network Policy on Gender, MTI has been exploring the role of sustainability

standards and certifications in driving improvementgi2 YSy Qa NAIKGA& YR SYLR 6 SN
commodity production, as well as the effectiveness of these tools as mechanisms for improving

livelihoods of producers and indigenous peoples. MTI has developed a set of social indicators to track

11 See IAP Adaptive Management and Learning Child Project for full det&lsrater Mainstreaming Strategy and
Action Plan
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such issues at a highviel and has drafted an analysis of how standards address gender issues. MTI plans
to continue its involvement in this space by engaging with ISEAL on a research agenda for gender issues
relevant to standards, and by hosting a workshop to discuss findiiigstandards and other

stakeholders.

To inform project design and ensure gender integration throughout the project cyclepfkislorkshops

were conducted that included a balanced patrticipation of women and men, with special consideration of
the role ard potential impact to women undegEomponens 2 and 3 of the Demand Child Project (see
below). Project team discussions, outcomes from theseditiworkshops as well as consultancy with a
gender expert informed the following gender entry points. To mazéntihe impact from identified

gender entry points, the following activities will be done during implementation, with an underlying
understanding that adaptation and improvement should guide the process:

1. Project Component 1ProjectComponentl builds awaeness, capacity and opportunities for
collective action among buyers, traders and investors in South East Asia and Latin America with a
focus on building corporate and financial commitment to reduced deforestation soufiding).
component will integrate geder dimensions into buyer and investor trainings through specific
gender tutorials, and will encourage adoption of environmental, social and governance (ESG) and/or
corporate social responsibility (CSR) policies that promote gender equity on the graamderG
specific tutorials will be developed and informed by a gender analysis that will take place during
project implementation. The gender analysis will identify potential positive impacts to women,
sustainable supply chains, and broader benefits to itores companies, policy makers and
consumers. In addition to promoting gender equity through ESG and CSR policies, there is room to
promote gender mainstreaming practices within the buyer and investor operations themselves by
revealing the benefits assot& with the presence of women in management and decisiaking
roles. The potential impact of Component 1 is gender mainstreaming in major buyer supply chains.
Throughout the project cycle, the corporation/investors strategies will be adapted based on
annually updated findings through the M&E plan (see below).

2. Project Component 2Project Component Builds awareness and capacity for policy makers in the
West Africa, SoutBast Asia, and Paraguay to incentivize reduced deforestation demand for palm oil
and to encourage demand country governments to commit to and adopt policies that incentivize
reduceddeforestation sourcing. Engagement with policy makers, including any recommendations
towards mainstreaming gendewill be screened through the WWF Gendeti€y, with impacts to
women and men considered. In addition, the project will conduct a study on the present situation of
gender policies in and across the target countries, and will produce recommendation to address
gaps or obstacles to achieving geneéequity. Findings and recommendations from the gender study
will then be presented to relevant policy makers and stakeholders during project implementation as
relevant.

More specifically, the Demand Child Project will include gender considerations whstmgss the
development of national standards. National interpretations of standards can provide greater
transparency and social assurance for agricultural activities within varying environmental and social
contexts; therefore, addressing gender withiretnational context specifically offers potential for
increased local and regional positive impacts at certified sites. Some examples of gender related
requirements within national standards are: an agiscrimination criterion (with indicators that

include equal access to all jobs, equal wages, and a process to report gender specific discriminatory
practices); avoidance of the preparation and application of pesticides for pregnant and nursing
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women; and maternity/paternity leave. This will largely be apfIR G2 | b5t Qa RS@Sft 2 LIY

national interpretation of the Global Roundtable of Sustainable Beef (GRSB) in Paraguay

In addition, the Demand Child Project will include gender considerations when helping establish TFA
principles in Sierra Leone and ire¥¥ Africa (including Liberia). While TFA principles do not currently
include gendeconsiderationsrecommendations from the gender study described above will

inform this work.

3. ProjectComponent3. Project Component 3 focuses on the Indonesian consumer and aims to build
awareness for Indonesian consumers through media outlets on the benefits of reduced
deforestation palm oil and the negative impacts of unsustainable palm oibgupdlmbased
produds. A gendersensitive consumer campaign will be rolled out across three major cities in
Indonesia. A professional communications firm will be contracted to undertake the work.

The Demand Child Project will begin with an analysis of the present conbas®in Indonesia by
conducting public, gender balanced focus groups and surveys. Focus groups will ensure
representation of both women and men. The results of the analysis will inform the consumer
campaign. By possessing a clear understanding of whatssimportant to the women and men
interviewed and surveyed, the campaign will be successful in helping to shift consumer attitude
toward sustainably produced palm oil. As women are the primary users of palm oil for cooking,
components of the messaging andmmunication outlets produced will be geared to women
specifically. The consumer campaign will also, directly and indirectly, shine a spot light on the
importance of the female voice both in the production and consumption of sustainable palm oil.

4. Projed¢ Component 4 Under Component 4, the Demand Child Project will strengthen transparency
and decision support tools for companies, investors, policy makers, and consumers targeted in
Components 43. Component 4 has limited relevance and opportunity to adeagender
mainstreaming. However, traceable supply chains have the potential to indirectly benefit women
and men, as transparency at every level means increased opportunities to address the labor
environment, human rights issues, and gender integration.

M&E. M&E efforts under Component 5 will ensure gender is incorporated throughout project
implementation, within Components-4 listed aboveTo ensure gender is considered throughout the
complete scope of the project, the M&E plan will include gender aidis incorporategender
disaggregatedhformation.

Indicators related to the Indonesia consumer campaign include the following (see also Appendix 5):
1 Obijective level: Percentage of consumers who state they are willing to change their
purchasing habitsat sustainable palm oil;
1 Outcome level: Percentage of consumers who associate palm oil with negative
environmental impacts related to deforestation.
Both indicators will be disaggregated by gender. M&E data will pay particular attention to awareness
and puchasing changes amongst women, with this data interpreted through a gender perspective by
the professional communication firm undertaking this work. With assistance from gender experts as
necessary, the communication firm will adjust the strategy accgigin

In addition, the Demand Child Project will track gender at the output level through the following
indicator:
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1 Number of gendespecific tutorials conducted with buyers or investors.
SECTION 7: MONITORING AND EVALUATION PLAN

Developed irconjunction with major international environmental NGOs and endorsed by the WWF
bSGig2N]l = 22NIR 2AfREAFS CdzyRQa tNRBANIXY YR tNR2SO
to planning, implementing, monitoring and reporting effective conservation jgtsjand programs

worldwide. One aspect of PPMS is to have strong monitoring and evaluation to adaptively manage the

project. The M&E plan is designed to help project teams plan, execute, monitor and report progress

towards achieving objectives and outcomnies consistent and routine manner.

Performance indicators have been selected and clearly defined to enable uniform data collection and
analysis. The frequency and schedule of data collection and reporting for the project is defined below,
alongwiththeN2 f Sa | yR NBalLlRyaArAoAfAGASaE 2F LINRB2SOG GSIY
management call for adaptive management with decisiaaking based on the routine and quality

submission biannual Project Progress Reports (PPRs), which include reviewsohitoging and

SOl fdzZ GAZ2Y LIXIFyYyd t NP2SOG Y2YyAG2NAYy3a FyR S@Ifdz GA2
a0l yRINRa FyR RSSLJeé& SYOSRRSR gAGKAY 22CQa LINR2SO

7.2 Project Staff Dedicated to M&E

The Demand Project Managentdunit (PMU) is responsible for ensuring the monitoring and evaluation
activities are carried out in a timely and comprehensive manner, and for initiating and facilitating key
monitoring and evaluation activities, such as the independent external evahsasiothe midterm and

end of the project. WWEF staff within the PMU all serve various roles in project M&E.

7.2.1. Project Management Unit
Project ManagerPMU, World Wildlife Fund
The ProjecManager is responsible for completing project progress repamts ensuring that
the project M&E plan is implemented to WWF and GEF standards, on time to meet reporting
deadlines and of highest possible quality. The PMU lead oversees the collaborative development
of annual project work plans (with implementing partagand their implementation, based on
the reflections of the progress reports and M&E plans.
Monitoring, Evaluation, and Reporting Offic@MU, World Wildlife Fund
Under the guidance and supervision of the Program Manager, the Monitoring, Evaluation &
Reporting Program Officer (M&E Officer) will be responsible for M&E activities including tracking
project implementation against the project work plans, which will be implemented by WWF and
a diversegroup of partner organization3he M&E Officer will beesponsible for consolidating,
collecting and analyzing different data in relation to the project activities, outputs, and
outcomes; maintaining the M&E plan and results framework of the project; and assisting the
Project Manager in preparing setannual/annual reports on project progress. Through the
collection and analysis of high quality and timely data inputs, the M&E Officer is responsible for
ensuring that the project maintains its strategic vision and that its activities result in the
achievement ofts intended outputs and outcomes in a cost effective and timely mariner
addition, the M&E Officer is responsible for conducting an initial analysis that identifies
potential opportunities for adaptive managemerand will seek feedback from the PMUdan
partners throughout the analysis
Finance and Operatioddanager PMU, World Wildlife Fund
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The Finance and OperatioManager is responsible for tracking the budget; facilitating financial
transactions between GEF, WWF, and executing partners; andnimgpnd deliveringhe
guarterly project-level financial reportincluded in the M&E plan

7.3 Monitoring & Evaluation System Description (or, M&E Components & Activities)
The Demand Child Project Monitoring & Evaluation Systeneleasnkey subcompments

Project Results Monitoring Plan (Results Framework)

The Project Results Framework (Appendix 5) includes objectives, outcomes, and indicators for each;
methodology for data collection and analysis; responsible parties; frequency of data collection; baseline
information; targets; monitoring cost; and assungsts. The monitoring of these indicators throughout

the life of the project will be necessary to assess if the project has successfully achieved its expected
results.

For some indicators in the Results Framework, there is no baseline (or a baseling) alszihe

indicator will track companies engaged and capacity built through the project. In the case of the two
indicators (3.1 and objectivievel) related to the consumer campaign work, baseline data was not
collected during the PPG phase in the citid®re the work will be conducted (Jakarta, Pontianak and
Pekanbaru), and this data will be collected and documented by a hired communications consultant
within 12 months of project start. A related 2015 RSPO and Daemeter study conducted in several
Indonesan cities with different questions andethods providea proxy for the baseline in the
meantime.

Quarterly Field Reports

The Project Management Unit will receive quarterly field reports from executing partners, using a
Project Progress Report template.€Be reports will track progress on project activities, challenges
encountered, expenditures, lessons learned, and adaptive management applied.

Quarterly Financial Reports

The PMU Finance and Operatidvianager will submit a financial progress report gv8rmonths using

the WWF Network Standard financial reporting template. These reports will be delivered to the WWF
GEF Agency and the WWIS Program Operations team, and will include information on expenditures
to date along with expected future expenditg and requests for disbursement to cover expected
expenditures from the next quarter.

Semiannual Project Progress Reports (PPRS)
The PMU will deliver a Project Progress Report to the YBEF Agency every 6 months, using the
WWFRGEF Project Progress Rep(PPR) template. The report will include:

Selfrating of project Development Objective (DO) and Implementation Progress (IP), Safeguards
and Risk using GEF & WABEF rating criteria

Cumulative progress of project results based on project monitoringegatuation plan

(including results framework in Appendix 5 plus tracking of outpuél indicators)

Challenges and strengths of the project

Yearly progress of project based approved annual work plan

Exchange of lessons learned between the project regamasopportunities for adaptive
management

Action plans for suboptimal ratings
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Financial progress.

Annual WWFGEF Project Implementation Report (PIR)

In Decembet? of each year, the WWEEF Agency will deliver to the GEF Secretariat an Annual Project
Implementation Report (PIR), building off the semnnual PPRs delivered by the PMU. The PIR includes
general project information, implementation summary, results framework (tracking of high level M&E
plan), ratings of GEF rating criteria, and financial stattDP will contribute the relevant information

on Paraguay demand work to feed into the annual PIR for the Demand Child Project.

Annual WWFGEF Monitoring Review (AMR)

In December of each year, the WMBEF Agency will send to the GEF Secretariat a Monitoring Review:

an Excel document with ratings for every projectinthe WW& C | 3Sy 0@ Qa LR NIF2f A232
project. The ratings will be determined by the WABEF Agecy, based on sethtings from the PMU

and data from the latest PPR.

Supervision Agency Mission Reports

Annually the WWFSEF Agency will conduct a support mission to discuss project progress with the PMU,
key stakeholders and executing partners. The R¥lUassist with organizing logistics for the support
mission in communication and coordination with the WABEF Agency, and the mission will serve to
assist the WWHGEF Agency in supervising project implementation and monitoring WWF Safeguard
Policies irthe project regions. The WWGEEF Agency will develop a report for each annual mission, to
which the PMU will respond and adapt its action plan.

GEF Tracking Tool

The GEF tracking tool measures progress in achieving the impacts and outcomes establiehed at
program level and measures program contribution to the GEBs. The Demand Child Project PMU wiill
measure projectevel contributions toward the relevant indicators in the GEF Tracking Tool and submit
them to UNDP to aggregate across all projects forog@amlevel report on progress against these
indicators. The GEF Tracking Tool indicators are measured three times during the course of the-program
-at CEO Endorsement, at the midterm, and at the end of the program.

Annual Senior Management Adaptive Managent Review

Senior managemerdgf WWF have committed to an annual reviefwthe Responsible Demand Project

for years 13. This will provide opportunities for adaptive management that will be discussed with the
Project Steering Committee and through AdaptManagement meetings organized by the Adaptive
Management & Learning Child Project, involving the Program Steering Committee members and others.
Content from the review will be incorporated into the annual PPR andJiétsions about adaptive
managemenfor the Responsible Demand Project will be made by the Responsible Demand Project
Steering Committee.

Midterm Project Evaluation Report

An independent Midterm Project Evaluation will take place around theyear mark of project
implementation (i.e. nd term), providing an external evaluation of the project effectiveness and
efficiency to date. It will provide recommendations to the project team on adaptive management that
can be made to improve effectiveness and efficiency in the second half ofdfecpterm. The WWF

12 May adjust depending on GEF Secretariat calendar.
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GEF Agency in collaboration with the PMU and the Program Steering Committee will provide a formal
management answer to the findings and recommendations of the midterm evaluation.

Final Project Evaluation Report

An independent Termin&valuation will take place within six months after project completion providing
an external evaluation of the overall project effectiveness and efficiency. It will provide
recommendations for GEF and its agencies on future commodélated conservatiomprojects and
recommendations to the project team on achievement of the project impacts after completion of the
project. The WWISEF Agency in collaboration with the PMU and the Program Steering Committee will
provide a formal management answer to the fings and recommendations of the terminal evaluation.

The Terms of References for the midterm and terminal evaluations will be drafted by theGERF
Agency in accordance with GEF requirements. The procurement and contracting for the independent
evaluationswill be handled by the Finance and Operatidagnager in the PMU. The funding for the
evaluations will come from the project budget.
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7.4 Calendar of Monitoring Activities and Reporting Requirements
The timing of monitoring activities and reporting tegements is outlined in Tabkg

Table8 Calendar of monitoring activities and reporting requirements

Year/Mo |1 2 3 4 5 6 7 8 9 10 11 12
nth
Project GTT AAW | QR PSC QR/P | PSC QR PSC QR/PP
Y1 P PR SMA | R/
MR DAWP
PIR
Project PSC QR PSC QR/ PSC | MTE | QR/ PSC QR/PP
Y2 [ATP PPR IMT MTE SMA R/
R R/IG MR DAWP
IAAW TT / PIR
P
Project | PSC QR |Psc QR/ | PSC QR PSC QR/PP
Y3 IATP PPR SMA | R/
R MR DAWP
IAAW / PIR
P
Project TR TR TR/IG | AT TE TE TE TE
Y4 TT R

AAWPC¢ Approval of the Annual Work Plan by PSC

PSQ; Quarterly Project Steering Committee Meeting
QR¢ Quarterly Project Report
PPR; Sixmonth and Annual WWFProjectProgress Report
ATPR; Approval of Annual WWFrojectProgress Report by PSC

PIR¢ Annual WW~GEF Project Implementation Report to GEF Secretariat

MTR¢ Mid-Term Evaluation Report

GTT¢ GEF Tracking Tool Report

MTE¢ Mid-Term Evaluation of the Project
SMAMR¢ Senior Management Adaptive Management Review
TR Terminal Evaluation Report
ATR¢ Approval of Terminal Project Report by PSC

TEC Terminal Evaluation of the Project
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SECTION 8: PROJECT FINANCING AND BUDGET

8.1 GEF Project Budget Overview

The total GEF Project Budget is $8,748,060, &2:884,902in cofinance, which will be expeled over
the four-yearproject period (Tabl®, see also Appendix 6 for a summary of the bujiget

Two executing partnersProforest in Africa and SBiave frontloaded theirbudget as key activities
are scheduled fothe first two yearsthus the budget is higher for Year 1 and 2 than the second two
years (Tabl®). Budget is reducedniyear fourto reflect a focus on activitgompletion and project close
out.

Table9 GEFbudgetoverview (in USD)

Expenses byComponent and Year
Category Year 1 Year 2 Year 3 Year 4 P.I[gjtz(lzt Co-Financing
COMPONENT1 | 957119 | 930,257 | 909,014 | 931,642 | 3,698,032 17,896,063
COMPONENT2 | 307002 | 280,138 | 122,133 | 128,156 | 846,519 4,096,600
COMPONENTS | 1495533 | 150,364 | 151,383 | 155201 | 606,481 2,934,973
COMPONENT4 | 1 013,324 | 882,046 | 314,444 | 230,518 | 2,440,332 11,809,615
COMPONENTS | 140,436 | 174,244 | 208,233 | 217,208 | 740,121 3,581,703
Project
'\é'igf‘?smg;‘t 84,437 | 118,878 | 89335 | 123,925 | 416575 2,015,948
TOt?:IoF;Z]eCt 2,621,941 | 2,544,927 | 1,794,542| 1,786,650 | 8,748,060 42,334,902

8.2 Project Budget Notes

8.2.1 Grants & Agreements

By forming strategic partnerships, the project will be able to influence a large base of supply chain actors
with limited resources. As such, a number of grants will be administered by the PMU-tecipikents,

as listed in Tabl&O.

Table10 Sub recipient summary*

Proforest Africa Office 351,000
Proforest LAC Office 1,000,000
SEI 1,350,000
Asia Learning Exchange** 500,000
WWF Singapore 1,049,110
WWEF Brazil 326,000
WWFIndonesia 1,123,557
Sub Total Sub Grant 5,699,667
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* Note that this table does not include $650,000 directly accessed by UNDP (see section 8.2.2), and does not include PMU
budget (see section 8.2.3)
** This will be a series of surants b NGOs administered by WWIJS.

The above listed partners will execute activities under the project components, as described ihITable
below. The costs ifablel0are fully inclusive of all costs includistaff, travel, and workshops.

Table11 Subgrantee recipients and related activities (in USD)

Component 1
Proforest Batin Americaffice: Proforest will be leading the
Proforest Soy Traders engagement 1,000,000 Brazil
WWF Singapore will be leading the work with investors to
WWESingapore | influence the oil palnsupply chairin Asia. 1,049,110 Singapore
75,000/year will go to WWF Brazil to coordinate the SEI an
Proforest work in Brazil as well as participate in the Brazil ¢
Project
WWHFBrazil 300,000 Brazil
WWEF Indonesia will be working with corporations to drive tk
WWHFIndonesia | use of sustainable palm albmestically. 226,840 Indonesia
Asia Learning and Exchange:efBwill be multiple grants
Environmental | administered by the PMitb NGOs to drive awareness and
NGOs uptake of commitments for deforestation free oil palm in As| 250,000 Asia
Subtotal
Component 1 $2,825,950
Component 2
Proforesn) Africaoffice: Proforest will be supporting the
policy work in Sierra Leonand will host workshops where
Proforest multiple West African countries and partners will be invited| 351,000 Africa
Asia Learning Network: Multiple NGOs will execute the
Environmental Learning and Exchange program with governments in, Asia
NGO with grants administered by the PMU 250,000 Asia
Subtotal $601,000
Component 2
Component 3
Majority of this money will be granted to a professional
WWHFIndonesia | communications firm. 533,129 Indonesia
Subtotal
Component 3 LAY
Component 4
This is for the WWF global soy lead to be involved with the
WWFBrazil design of the SEI mapping work 26,000 Brazil
WWE Indonesia This is for mapping of supply chains to the IAP production § 363,588 Indonesia
over the 4 years of the project
Stockholm
Environmental | SEI will lead this transparency work and portal developmen 1,350,000 Asia
Institute
Subtotal
Component 4 L, TR S
Total Sub Grants $5,699,667
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8.2.2 Colmplementation by UNDP
UNDP will be céimplementing theDemand Child Projeéh Paraguay and will make a request directly

from the Trustee f0$650,000 to execute this work (Taldla).

Table12 UNDP cemplementation costs (in USD)

Component 1:
UNDP UNDP will be leading the demand work with beef companies in Paragug 485,874 Paraguay
Component 2: UNDP will be leading theational interpretation work in Paraguay. 164,126 Paraguay
UNDP
Total: 650,000
Atlas
Budgetary| ATLAS Budge Year 1 Year 2 Year 4
Component Account Description (USD) (USD) VRl (el (USD) IEEN(E10)
Code
International
71200 Consultants $80,000| $80,000 $80,000| $80,000| $320,000
Contractual
71400 Services $15881 $1588L $15881 $1588L $63524
Individ
71300 Local $4,500|  $4,500 $4,500|  $4,500|  $18,000
1: Consultants ' ' ! ! !
Mainstreaming 75700 Workshops $14,500 $6,500 $4,000 $4,000 $29,000
demand for 71600 Travel $11,000| $11,000 $11,000| $11,000 $44,000
reduced Printed and
deforestation 74200 audiovisual $625 $625 $625 $625 $2,500
commodities material
with major Information
buyers and 72800 Technology| $1,300 $250 $250 $250 $2,050
traders Equipment
72500 Supplies $1,000 $1,000 $1,000 $1,000 $4,000
Communic &
72400 Audio Equip $500 $500 $500 $500 $2,000
74500 Miscellaneous $200 $200 $200 $200 $800
Expenses
Subtotal Component 1 $485,874
2: Contractual
Strengthening 71400 Services $13,091| $13,091 $13,091| $13,091 $52,364
the enabling Individ
environment Local
for reduced 71300 Consultants $5,000 $10,000 $5,000 $20,000
deforestation 71600 Travel $8,000 $16,000 $16,000| $16,000 $56,000
commodities in 75700 Workshops $3,150 $4,600 $5,900 $1,350 $15,000
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