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Asset managers are increasingly asking companies how they

treat the animals in their supply chain, and using the

answers to help make investment decisions.

The move is indicative of greater investor focus on how

companies and their suppliers measure up in terms of “soft

issues” such as human rights, child labour and carbon

emissions.

“Investors are saying it gives them a way to differentiate [between]

leaders and laggards, to see how good companies are at identifying risks in their supply chain,” said

Rory Sullivan, an independent consultant and co-author of a report on animal welfare in business

supply chains.

The Business Benchmark on Farm Animal Welfare assesses companies on their disclosure and

practice around the issue, providing material for investors either to feed into the investment process

or to form the basis of engagement with the company.

“It is an excellent proxy for management quality,” said Abigail Herron, head of responsible

investment at Aviva Investors.

Ms Herron said a failure to take animal welfare seriously led to potential reputational risks, such as

the UK horsemeat scandal in 2013 when it emerged that several retailers had unwittingly allowed

horsemeat into their products. In addition, there was the potential for supply chain disruption in the

event of legislative change, such as a recent European directive on caged-egg production.

Burger King, Mars, Groupe Auchan and Muller are among those languishing in the bottom tier of

the benchmark, which is reserved for companies where animal welfare does not appear to be on the

business agenda, according to the compilers. The top two tiers include Marks and Spencer and

Waitrose, the UK retailers and McDonald's, the fast food group.
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“The	
  board	
   is	
   responsible	
   for	
  determining	
   the	
  nature	
  

and	
  extent	
  of	
  the	
  principal	
  risks	
  it	
  is	
  willing	
  to	
  take	
  in	
  

achieving	
  its	
  strategic	
  objec%ves.	
  	
  	
  

The	
  board	
  should	
  maintain	
  

sound	
  risk	
  management	
  and	
  

internal	
  control	
  systems”	
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The	
   Partnership's	
   ul%mate	
   purpose	
   is	
   the	
  
happiness	
   of	
   all	
   its	
   members,	
   through	
   their	
  
worthwhile	
   and	
   sa%sfying	
   employment	
   in	
   a	
  
successful	
  business.	
  	
  
Because	
   the	
   Partnership	
   is	
   owned	
   in	
   trust	
   for	
  
its	
  members,	
  they	
  share	
  the	
  responsibili%es	
  of	
  
ownership	
   as	
   well	
   as	
   its	
   rewards	
   profit,	
  
knowledge	
  and	
  power.	
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Creating value through governance – 
towards a new accountability: 
a consultation 
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YOURSELF	
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YOURSELF	
  
	
  

YOUR	
  ORGANISATION	
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It is important to consider a diversity of personal 

attributes among board candidates, including; 

intellect, critical assessment and judgement, 

courage, openness, honesty and tact; and the ability 

to listen, forge relationships and develop trust. 

Diversity of psychological type, background and gender is important to 

ensure that a board is not composed solely of like-minded individuals.  

A board requires directors who have the intellectual capacity to suggest 

change to a proposed strategy, and to promulgate alternatives. 
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2. FUNDAMENTAL CONCEPTS CONTINUED  

2D The value creation process 
2.20 The value creation process is depicted in  

Figure 2.  It is explained briefly in the following 
paragraphs, which also identify how the 
components of Figure 2 (underlined in the text) 
align with the Content Elements in Chapter 4. 

2.21 The external environment, including economic 
conditions, technological change, societal issues 
and environmental challenges, sets the context 
within which the organization operates.  The 
mission and vision encompass the whole 
organization, identifying its purpose and 
intention in clear, concise terms.  (See Content 
Element 4A Organizational overview and 
external environment.)   

2.22 Those charged with governance are responsible 
for creating an appropriate oversight structure to 
support the ability of the organization to create 
value.  (See Content Element 4B Governance.)   

2.23 At the core of the organization is its business 
model, which draws on various capitals as inputs 
and, through its business activities, converts them 
to outputs (products, services, by-products and 
waste).  The organization’s activities and its 
outputs lead to outcomes in terms of effects on the 
capitals.  The capacity of the business model to 
adapt to changes (e.g., in the availability, quality 
and affordability of inputs) can affect the 
organization’s longer term viability. (See Content 
Element 4C Business model.) 

2.24 Business activities include the planning, design 
and manufacture of products or the deployment 
of specialized skills and knowledge in the 
provision of services.  Encouraging a culture of 
innovation is often a key business activity in terms 
of generating new products and services that 
anticipate customer demand, introducing 
efficiencies and better use of technology, 
substituting inputs to minimize adverse social or 
environmental effects, and finding alternative 
uses for outputs.   

 

Figure 2: The value creation process: 
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In the world of “TRUE and FAIR” 
 

We need to be able to identify  
areas of flexibility  

and areas of certainty 
 

  

and contemplate the knowns and the 
unknowns 


