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ABSTRACT

Ecolabels are labels on various products that educate the consumer about the source and
production of the product and its ingredients. Although ecolabels have some negative aspects,
history has shown that ecolabels can be a gateway to environmental recovery through education
and buying sources from eco-friendly suppliers. The Roundtable of Sustainable Palm Oil has
created an ecolabel for products containing sustainable palm oil in hopes of educating the
consumer of the palm oil crisis. Sustainable palm oil is the key to saving the remaining
orangutan habitat and the livelihoods of many people. Companies have several options for
buying sustainable palm oil and two ecolabels for their products. It is up to the companies and
consumers to save the remaining Indonesian and Malaysian rainforests.
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WHAT IS AN ECOLABEL?

Ecolabels are slightly different from environmental labels. Ecolabels indicate a product
that is committed to environmental guidelines through its design, production, operation, and
maintenance. Environmental labels are not as strict. The guidelines for ecolabels are made and
overseen by third party sources, such as a government entity, which helps the labeling process be
an unbiased procedure. The participation in ecolabeling is entirely voluntary. Some examples of
eco-labels are shown in Figure 1: Green Seal, Terra Cycle, USDA Organic, and C.A.F.E.
Practices (UNOPS, 2009).
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Figure 1: Examples of Ecolabels

Ecolabels are designed by government or independent groups or organizations, instead of
each company creating their own ecolabel. A company can apply to an organization to use their
ecolabel on their product. Before they are approved, the organization will have to certify the
company’s product according to the standards of the organization. This helps the certification
process remains unbiased and provides a more honest product for the consumer. For example,
the USDA Organic label (Figure 1) is given out by the United States Department of Agriculture.
The USDA will thoroughly research each entity that requests to use their label. For a product to
be certified as organic, it must meet certain requirements. These include produced without
prohibited methods, such as genetic modification, production process is monitored by a USDA-
certified agent, and includes or excludes products based on the National List of Allowed and
Prohibited Substances (USDA, October 2012).

To ensure an organic crop or livestock, the USDA requires there to be a transition period
for each farm to go through. No prohibited materials may be used during this transition, such as
chemicals to prevent insect damage. After this period, the farm may use the USDA Organic
label. From the beginning to end, the ecolabeling certification process is stringent and thorough
(USDA, June 2012).

THE DISADVANTAGES OF ECOLABELS

Ecolabels can have some negative aspects. Products that contain ecolabels tend to be
more expensive than their counterparts. This is due to companies having to go through a lot of
changes to create these eco-friendly products, including changing the supply chain and
production process. The Coalition for Truth in Environmental Marketing Information, Inc. claim
that ecolabels are not worth the extra costs. They said that ecolabels do not necessarily portray an
environmentally friendly product, limit product progress, and limit international trade for local
environmental hazards that aren’t relevant worldwide. This Coalition claims that ecolabels
restrict free trade by limiting imports that do not have the label on the product (Salzman, 1997).
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The regulation of ecolabeling can be difficult just because of time and money, but also
because there is no worldwide standard for putting an ecolabel on a product. This leaves holes
for less, however labeled, environmentally friendly products to pop up on the market, leaving the
consumer confused (UNOPS, 2009). There are unfortunately quite a few environmental labels
that can be misleading. Any meat labeled “natural” is not supposed to have any artificial flavor
and preservatives, and is not to have been processed. However this gives no information on how
the animal was raised. Hormones could have been used, the animals could have been fed animal
by-products, or the environment where the animal lived could have been bad. “Free range” on
poultry is supposed to indicate the animal had outside access while raised. However there are no
rules that specify the amount of time allocated outside. “Cage free” is used to show that the birds
were never placed in cages. However the birds still could have been in over-crowded rooms and
never have gone outdoors. The above environmental labels are regulated by the USDA and only
guarantee one aspect of the product, not the whole life cycle of the product. (Misleading Labels,
n.d.).

It is important for consumers to be able to trust any of the environmental labels on
products. A study done by D, Souza, et. Al. (2006) wished to find the influence ecolabels had on
consumers. Their findings indicated that 67.7% of consumers read the labels on products, but
only 55.4% were satisfied with the information on the products. With those who were happy
with the information on labels, 63.7 % thought the label was accurate and 45.5% found the labels
to be understandable. Ecolabels can be a great educational resource for the public, but only if the
label is one trusted, and easy to read. If the consumer does not trust the definition of the
particular ecolabel, the consumer will no longer purchase the product and their trust will take a
long time to gain back. Ecolabels need to be clear and upfront about the message it’s trying to
convey.

THE ADVANTAGES OF ECOLABELS

In comparison to the negative aspects of ecolabels, there are more benefits to placing
ecolabels on products. Ecolabeling can be a great market tool to give a competitive edge to
products. A study done on the comparison of the auctioning of foods labeled “genetically
modified” versus foods without the label found that foods without the GM label did not sell as
well (Huffman, 2003). With the growing desire for eco-friendly products, a company may
experience an increase in sales on the products they place the label on. A study done by D-
Souza, et al. (2006) found consumers were willing to spend more on products with
environmental labels.

The following two studies suggest consumers are willing to pay a little extra to be
informed about the products they are buying. Loureiro, M. L., et. Al. (2002) studied whether
consumers would be willing to pay more for apples that were certified by The Food Alliance to
have been grown in an environmentally friendly way. Although the prices were raised by only
five cents per apple, these researchers found that women with kids, who also have concerns for
the environment and food safety, were more likely to buy the apples with ecolabels.

Batte, M.T., et. Al. (2007) studied whether consumers were willing to pay more for
processed, organic products that contained multiple ingredients. They surveyed consumers from
seven grocery stores and of varying consumer groups. These researchers found that consumers
were willingly to pay extra for these organic foods. However the amount of consumers willing
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varied widely from each group. Consumer group-specific marketing is suggested to try and
increase the willingness of the targeted consumers.

Ecolabels are also a good educational tool for consumers. With environmental labels,
consumers are educated about the production of the food, if there are any additives, or if it’s a
meat product, about the conditions in which the animal was raised (Teisl, 1998). If the ecolabel
has a clear, concise message, consumers can also learn about the impact products may have on
the environment (D’Souza, 2006).

As long as consumers are purchasing the products with the ecolabels, another benefit of
these is that it will ultimately help the environment. For example, by only purchasing dolphin-
safe tuna, other tuna canning companies were persuaded to revise their fishing methods to
maintain a competitive edge on the market. Also, USDA Organic foods are farmed from lands
that do not use genetic modification and come from natural ingredients (UNOPS, 2009).

A CASE STUDY: DOLPHIN SAFE TUNA

The dolphin safe tuna label is an example of how consumers can ban together to prevent
can turn around an environmental disaster. The majority of canned tuna in the United States
comes from yellow fin tuna that is caught in the Eastern Tropic Pacific Ocean. Fishermen would
catch these fish by following dolphins to the school of yellow fin tuna. As the fishing net was
cast out, the dolphins would often get caught up in the net and end up dying. It is estimated that
about 100,000 dolphins were killed each year between 1960 and 1972 as a result of the tuna
industry. The Marine Mammal Act was passed in 1972 to address this issue, but the dolphin
population continued to decrease.

During the 1980s, public awareness grew about the decreasing dolphin population due to
tuna fishing practices and as a result there were boycotts on canned tuna. In response, many tuna
canning businesses only bought tuna from fishermen who practiced dolphin-safe fishing and
created a label to put on the cans declaring no dolphins were killed while collecting the tuna
(Figure 2). According to U.S. law, a product can only be labeled “dolphin safe” if no dolphin
was killed while capturing the tuna (Teisl, 2002). The study done by Teisl, Roe, and Hicks
(2002) showed that the presence of the ecolabel increased the purchase of canned tuna, while
similar products were purchased less. The response to the ecolabel wasn’t instantaneous, but was
gradual overtime.

Figure 2: U.S. Department of Commerce, Dolphin Safe Tuna Ecolabel

The effect the dolphin safe tuna ecolabel had on consumers is the same reaction the
Roundtable of Sustainable Palm Oil (RSPO) would like their Sustainable Palm Oil label to have.
To raise awareness of the palm oil issue and how it’s affecting orangutans, the RSPO has
produced an ecolabel (Figure 3) for products that use sustainable palm oil. For palm oil to be
labeled sustainable, the farmers must use the same land each year to grow the oil palm trees and
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harvest the palm oil. The RSPO has a list of requirements the farmers must follow in order for
them to be a member of the RSPO (RSPO Principles, n.d.).
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Figure 3: Ecolabel for Products Containing Sustainable Palm Oil.
The Palm Oil Crisis

Unfortunately, the rainforest may be without orangutans soon. The populations have
plummeted over the last few decades and are estimated to be extinct by the year 2020
(MacKinnon, 2007). This is mainly due to habitat destruction. Many trees have been cut down to
grow oil palm trees. These trees produce a highly valuable resource called palm oil. Palm oil is
used in baked goods, make up, cleaning supplies, and many other grocery products (Perez,
1997).

The palm oil industry is a very important part of the Indonesian and Malaysian economy,
so much so an oil palm leaf is printed on the Malaysian currency. Trying to destroy the entire
industry isn’t feasible and would have devastating effects on the lives of many people. Instead,
conservation organizations are beseeching farmers to not tear down rainforests and to only use
the land they already have. This is called sustainable farming. Sustainable farming is a viable
solution for the conservation of orangutans: remaining orangutan habitat stays intact and the
livelihoods of many people remain safe. (Lam, 2009).

WHO IS THE RSPO?

The Roundtable of Sustainable Palm Oil is an organization dedicated to the
environmental regulation of palm oil production and distribution. They have put a lot of effort in
developing an ecolabel (Figure 2) for products that contain sustainable palm oil. In June of 2011,
a sustainable palm oil label was created and approved for the use on products (RSPO Trademark,
n.d.). Some products in the United States that carry this logo are various baked goods from
Walmart, Carotino (cooking oil), and The Body Shop (soap) (RSPO Trademark, n.d.). Cheyenne
Mountain Zoo also has a list of products that are supposed to contain sustainable palm oil, but
does not display the RSPO logo (Cheyenne Mountain Zoo, 2013).

THE PALM OIL SUPPLY CHAIN
Palm oil has a long process to go through before making it on the store shelf. Oil palm
trees must be grown before the palm oil can be harvested from the trees. The palm oil must go

through a refining process to make it useable to make products. The refined palm oil is then sold
off o different companies to be produced into various products. The products are then sold at
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various retailers. There are four types of business that are involved with the palm oil supply
chain: producers, traders, manufacturers, and retailers (RSPO: Step 1, n.d.).

Producers cultivate the land, plant oil palms, harvest the fruits, and make crude palm oil.
The crude palm oil goes to the traders. The traders will buy and sell it, purify the palm oil, and
then store or ship it to the manufacturers. Once the manufacturers receive the refined palm oil,
they gather other ingredients to make their product, produce the merchandise, and send it off to
the retailers. Retailers will then take the goods, place it on their shelves, and sell it to the
consumers (RSPO: Step 1, n.d.).

Manufacturers are the part of the palm oil supply chain that is capable of placing the
RSPO Sustainable Palm Oil ecolabel on their products. If a company is interested in including
sustainable palm oil in their products, the RSPO has provided three ways for the manufacturers
to participate. The three different ways are determined by how the companies would acquire the
sustainable palm oil. The supply chains include segregated, mass balance, and book and claim.
The three supply chains vary in the reliability of the purity of and the price of sustainable palm
oil (RSPO: Step 2, n.d.).

The book and claim supply chain (Figure 4) is when RSPO-certified sustainable
producers and unsustainable producers send their product to the same traders. The traders refine,
sell, and ship these two palm oils together, and as a result the two may be mixed together (RSPO:
Book, n.d.). This is the cheapest source of sustainable palm oil (RSPO: Step 2, n.d.). However
because it’s not known whether is pure sustainable palm oil, the manufacturer may not use the
RSPO logo on their product. Instead they use the GreenPalm Logo, which is shown in Figure 4
(RSPO: Book, n.d.).
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Figure 4: The Book and Claim Supply Chain

The next supply chain is called the mass balance (Figure 5). RSPO-certified and
uncertified producers send their palm oil to the same trader. Although they try to maintain
separation, the traders can only guarantee a 95% chance the palm oil is purely sustainable. While
together, the palm oil is monitored to try and prevent mixture of the two, but it’s not certain. If
the manufacturer claims they sell sustainable palm oil, the amount they claim to sell has to be
equal to or less than the amount they bought. The manufacturer may also use the RSPO logo, but
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has to tag it as “mixed” (RSPO: Mass Balance, n.d.). This supply chain is more expensive then
book and claim, but cheaper then the segregated supply chain (RSPO: Step 2, n.d.).

Supply chain system: 'Mass Balance'
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Figure 5: The Mass Balance Supply Chain

The segregated supply chain (Figure 6) is the most expensive source of palm oil, but also
guarantees that the palm oil is in fact from an RSPO-certified producer and not mixed with palm
oil from an unsustainable producer (RSPO: Step 2, n.d.). During the whole process: refinery,
selling, and shipping, the sustainable palm oil is kept separate from the other palm oil. The whole
process is closely monitored. The manufacturer can use the RSPO logo on their products and can
completely guarantee their customers that the palm oil is sustainable (RSPO: Segregated, n.d.).
Once decided which supply chain is best for their company, the manufacturer only needs to get
certified through the RSPO or GreenPalm and then buy the palm oil through the chosen supply
chain (RSPO: Step 3, n.d.).
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Figure 6: The Segregated Supply Chain
CONCLUSION

Ecolabels are flooding the market as the knowledge of the products consumers buy and
concern for the environment increase. Ecolabels have both positive and negative aspects, but
have been shown to increase the sales of environmentally friendly products. Prices of products
have increased due to the extra labeling and costs of organic ingredients, but various consumer
groups are willing to pay a little extra to help the environment.

The Roundtable of Sustainable Palm Oil has created an ecolabel for manufacturers to
place on their products to tell the customer the product contains sustainable palm oil. Sustainable
farming of palm oil is the best option to prevent further destruction of orangutan habitat.
Unfortunately not too many products contain this label, but it is hoped with education that more
manufacturers will aide in orangutan conservation by buying sustainable palm oil and labeling
their product.
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