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P&G’S LACK OF ACTION 
ON FORESTS AND 
HUMAN RIGHTS  POSES A 
REPUTATIONAL RISK FOR 
COMPANY AND ESG FUNDS
Procter & Gamble (P&G) shareholders and ESG fund 
managers beware. A growing controversy and a chorus 
of adverse publicity threatens P&G’s brand equity and 
threatens to create reputational risks for portfolios with 
ESG screens. ESG investors should engage P&G and hold 
it accountable for its environmental and human rights 
liabilities.
Despite overwhelming investor calls for action in P&G’s last 
annual shareholder meeting, the company has knowingly and 
willfully refused to take responsibility for its supply chain.1  P&G’s 
ongoing failure to distance itself from irresponsible suppliers--
suppliers which violate human rights, degrade primary forests 
and endanger threatened species--has become a material risk to 
P&G and its investors. Specifically: 

• P&G’s palm oil sourcing for brands like Pantene and Head 
& Shoulders includes Indonesian and Malaysian palm oil 
suppliers contributing to deforestation and human rights 
violations in their commodity production and processing 
operations, including the use of forced labor and the violation 
of free, prior and informed consent.2  The U.S. Customs 

and Border 
Protection’s 
Office of 
Trade has 
been blocking 
shipments of 
palm oil from 
P&G’s largest 
palm oil supplier 
since September 
2020 due to its 
use of forced 
labor.3

•  P&G’s 
sourcing of 
pulp for tissue 
products like 
Charmin toilet 
paper and 
Bounty paper 
towels from 
climate-critical 

primary forests drives the degradation of intact forests in 
Ontario, Quebec, and British Columbia, critical habitat for 
several populations of woodland caribou listed under Canada’s 
Species at Risk Act, and puts the health of welfare of local and 
Indigenous people at risk.4 

P&G’s irresponsible choices and failure of leadership have 
attracted significant public scrutiny for years, and have led to 
a robust and vociferous global campaign calling on P&G to 
improve its social and environmental performance, including 
the adoption of clear accountability mechanisms for its suppliers 
and enforceable, comprehensive thresholds for suspending or 
terminating bad actors. 

Last October, P&G’s inaction prompted 67% of P&G shareholders 
to vote in support of a shareholder resolution urging the 
company to eliminate deforestation and forest degradation from 
its supply chain.5  P&G finally responded to the shareholder 
revolt -- but did so with a misleading marketing campaign that 
failed to include a clear plan to end its reliance on irresponsible 
and high risk suppliers.6  Rather than demonstrating leadership 
by distancing itself from irresponsible suppliers and adding 
recycled fiber to its toilet paper and other products, and 
honoring its shareholders’ directive, P&G’s management chose 
to retreat to tired old talking points about “replanting trees” and 
outsourcing supply chain oversight to third-party certifications.7  
This leaves P&G right where it began -- highly exposed to 
suppliers that degrade intact primary forests and critical habitats 
and fail to adequately protect the rights of local and Indigenous 
peoples. Actions taken to revise its palm oil and wood pulp 
sourcing policies failed to address shortcomings exposed in 
recent assessments.8 

With growing understanding of deforestation and human rights 
risk, most shareholders know that such ineffectual steps cannot 
prevent the destruction of intact primary forests and guarantee 
respect for human rights, and the accompanying reputational and 
financial risks.

P&G has failed to manage the reputational risk associated with its 
suppliers of pulp fiber and palm oil. Adverse publicity regarding 
Procter & Gamble’s fiber sourcing will continue to tarnish 
its tissue product brands. Damage to Charmin and Bounty’s 
reputations could spread to P&G’s other brands and cause a loss 
of confidence in the integrity of the company and its brands. The 
contradiction between P&G’s stated values and actual behavior 
represents a risk factor. Join us in encouraging P&G to show 
leadership by making strong, transparent commitments and 
holding its suppliers to higher standards.

Note to Investment Advisors and ESG Fund Managers 
The growing controversy around P&G’s irresponsible sourcing 
puts the credibility and reputation of individual ESG funds that 
hold positions in P&G at risk, while undermining the integrity of 
ESG investment standards. ESG funds that hold positions in P&G 
risk being associated with and held accountable by their clients 
and in the court of public opinion for P&G’s human rights and 
environmental impacts. As the controversy grows, more ESG 
investors will demand accountability and action to mitigate the 
risks associated with P&G’s approach. P&G’s failure to adequately 
address the persistent and ongoing business risk could result in 
P&G’s ESG rating being downgraded.9  ESG investment advisors 
and fund managers should be aware that P&G now poses a 
material risk.10,11 ESG funds that hold positions in a company that 
puts forests, wildlife, labor and human rights at risk are not only 
undermining their own integrity, but also threaten the integrity of 
ESG standards.

Procter & Gamble sources  
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P&G SUPPLIERS 
CONTINUE 
SOURCING PULP 
FROM THREATENED 
CARIBOU (pictured) 
HABITAT DESPITE 
THE SPECIES’ 
TRAJECTORY 
OF LONG-TERM 
DECLINE AND 
LOCAL EXTINCTION.
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1 NRDC: “New Report Shows Toll of Unsustainable Logging in the 
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and Forest Degradation in Its Supply Chain” (September 17, 2020)
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the Banks and Brands Driving Deforestation and Human Rights 
Abuses” (April 2021)
9 “A material issue can have a major impact on the financial, 
economic, reputational, and legal aspects of a company.” - 
“Materiality Definition: The Ultimate Guide.” Datamaran. P&G’s 
family care business is predominantly a North American business 
consisting primarily of the Bounty paper towel and Charmin toilet 
paper brands. U.S. market shares are over 40% for Bounty and 
over 25% for Charmin. P&G’s Family Care segment generated 
approximately $6.4 billion -- 9% of P&G’s net sales in 2020. - 
Procter & Gamble, Annual Report 2020.
10 ING: “Now or Never: A New Bar for Sustainability” (April, 2021) 
72 percent of investors are increasing ESG outcome ambitions in 
their portfolios, and rely on ESG ratings to assess their investment 
choices and the associated risks.
11 Reuters: “U.S. SEC review of socially responsible funds finds 
‘potentially misleading’ claims” (April 9, 2021) The U.S. Securities 
and Exchange Commission recently acknowledged that some 
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“potentially misleading claims.”
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“As farmers, our only 
demand is to give us a 
chance to manage our 
land. We are not out to get 
rich, but only to make a 
living and provide for our 
grandchildren’s future.”                                                          
    - Sadili, Lubuk Mandarsah, 
      Jambi Province, Indonesia

1. Express your concerns to P&G directly. 
To learn more about P&G’s insufficient 
action and how you can encourage P&G to 
adopt aggressive, time-bound leadership 
commitments and distance itself from 
suppliers that fail to meet these standards, 
please contact us.

2. If P&G fails to address your concerns, and 
if structural change is not forthcoming, 
cast votes against key directors on the 
company’s board.

3. Evaluate what level of risk P&G’s 
controversial supply chains present for 
the ESG screens you or your clients care 
about. Invest in or develop funds that 
avoid primary forest degradation or 
deforestation. Adopt your own primary 
forest deforestation risk policy, and follow 
Guidelines for Asset Managers on Forests 
and Human Rights. 

WHAT YOU CAN DO:WHAT YOU CAN DO:
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For more information,  
please contact: 
PGinvestor@Stand.earth 
www.PGdestroysForests.com  
DeforestationFreeFunds.org
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