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INTRODUCTION	
 

The health and wellbeing of farm animals is relevant to everyone from farmers 
to fund managers, consumers to companies and the animals themselves.  
This report however is specifically written by investors, for investors. 

What binds together the diverse range of investors featured in this booklet is a 
realisation that good standards of animal welfare in the investment chain is not 
just an ethical issue but a practical investment one. It’s as much about protecting 
value as having values. Farm animal welfare is one of many ESG issues that 
responsible investors are beginning to take into account as part of mainstream 
investment practices.

This booklet presents nine case studies that demonstrate how different types of 
investors from all over the world – including asset owners, investment managers, 
farmland managers and investment service providers – are meeting the 
challenge of integrating farm animal welfare factors into the investment process.

SPREADING BEST PRACTICE
This publication aims to offer some practical help to investors. It shines a light 
on how some leading investment houses are using analysis of animal welfare 
practices to improve risk management, to find investment opportunities and 
to guide active ownership. And we hope other investors can replicate this best 
practice or use it to develop their own approaches to this challenge.

Readers of this report may also be interested in finding out more from the 
FAIRR initiative. The purpose of FAIRR is to inform investors of the material 
impacts farm animal welfare issues can have – and therefore to help close a 
worrying knowledge gap that currently exists on this issue.

We are grateful to all the investors and partners who have contributed to  
this report.

Jeremy Coller 
Founder, FAIRR Initiative 
fairr.org

Alan Briefel 
Executive Director, FAIRR Initiative  
fairr.org

http://www.fairr.org
http://www.fairr.org
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EXECUTIVE	SUMMARY	
 

The investors featured in this report show some of the 
complexities of today’s capital markets. They include 
asset owners and investment managers, retail and 
institutional investors, service providers and farmland 
specialists and range from those with a specific ethical 
mandate to mainstream investors. It is striking that 
despite this enormous diversity, all accept farm animal 
welfare as a serious business issue. 

The way that each investor considers animal welfare of 
course varies. Some institutions use negative screens, 
others integrate specialist ESG research into their 
investment decision making, some use animal welfare 
as a proxy for wider insights and others use it as part of 
an active ownership strategy. 

Although the policies and processes are different, it is 
clear that among all the investors animal welfare has 
emerged in recent years as an important consideration 
in terms of risk and opportunity.

RISK AND OPPORTUNITY 
On the risk management side, there are many examples in 
this report of where poor management of animal welfare 
has threatened to impact a broad range of issues including 
reputation, human health, regulatory compliance, local 
community support and ultimately has affected longer-
term returns. A good example of the latter came from 
Craigmore who calculated that animal lameness can  
have direct costs of up to US$ 320 per animal.

Readers interested in a more detailed assessment of  
the potential investment risks flowing from poor animal 
welfare, and factory farming in particular, should look at 
the ‘Caged Returns Report’ which FAIRR is producing with 
researchers Maplecroft, due for release in summer of 2015.

There is clear opportunity for investors too. For example 
both Aviva Investors and Alliance Trust explain how they 
are investing in companies providing an alternative, more 
sustainable option to industrialised meat production.

Recognising animal welfare as a potentially material 
issue is one thing, doing something about it can be more 
difficult. But the investors here provide some useful 
tips – which we have tried to capture in our ‘ten tips 
for good practice’ section below. These include useful 
tools, indicators and/or strategies that can help other 
investors to integrate farm animal welfare factors into 
their portfolios.

The need to develop a sustainable system of agriculture 
is becoming increasingly urgent as the world’s human 
population grows and our finite resources shrink.  
The investment community has a vital role to play here. 
By factoring issues of farm animal welfare standards 
into their investment processes investors send a loud 
message to food producers and retailers that healthy 
profits need healthy animals.
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1. Go for BBFAW – One of the most useful  
(and free) independent tools to help investors 
judge how major food companies are managing 
and reporting on farm animal welfare practices 
is the Business Benchmark on Farm Animal 
Welfare. Available at: bbfaw.com

2. Welfare quality a flag for management quality – 
Several interviewees used animal welfare as a 
proxy measure to help judge management quality. 
For example Vigeo explained that companies with 
a good grasp of animal welfare issues tended to 
be the companies that understand how to manage 
a complex supply chain.

3. Monitoring is possible – For those who feel 
animal welfare is too ‘wooly’ an issue for 
investment monitoring, the case studies provide 
several suggestions for practical indicators 
including usage levels of antibiotics, conditions 
of confinement and ‘somatic cell count’  
(used by Southern Pastures).

4. Protect welfare, protect productivity –  
More humane farming practices tend to be more 
productive too. For example using ‘controlled 
atmosphere killing’ as a method of slaughter for 
chickens is described as both more compassionate 
and more cost-effective. Similarly, pasture-based 
grazing for cows means less stress and therefore 
more lactation cycles over their lifetime.

5. Reputations at stake – Examples such as Tesco 
after the horsemeat scandal and Dean Foods 
over the ‘Horizon Organic’ brand, show how 
corporate reputations can be badly damaged  
by animal welfare controversies.

6. Next generation opportunities – Exciting 
investment opportunities exist in alternatives to 
‘unethical’ meat. For example, Alliance Trust is 
investing in reformulation company Kerry Group 
which can provide foodstuffs to replace factory 
farmed or untraceable meat in some food products.

7. Tipping point – Both Aviva Investors and USS 
argue that this issue would reach critical 
momentum if all major ESG research providers 
start to integrate information about animal 
welfare performance into their assessments  
of food and other companies.

8. Future proofing – Investors in factory or 
intensive farming should look carefully at how 
to future proof these investments. Around 15% 
of man-made greenhouse gas emissions come 
from animal agriculture, and in the US livestock 
agriculture produces more methane than the oil 
and gas industry.

9. Engagement having an impact – Investors such 
as Boston Common, Aviva Investors and USS all 
show that shareholder engagement on animal 
welfare issues is already taking place and that it 
can have a positive impact on both value creation 
and improved welfare standards.

10. Questions to sort the wheat from the chaff – 
Investors can gain valuable insights from engaging 
with portfolio companies on this issue.  
Some helpful questions that investors may  
want to ask, suggested by Aviva, include:
a. Whether there is knowledge of 

‘infrastructure’ issues (e.g. use of gestation 
crates) at Board level, and if animal welfare 
features in executive remuneration? 

b. Whether the company has ever ceased 
business with a supplier over farm animal 
welfare issues?

c. Whether they think that their BBFAW  
ranking is a fair assessment?

d. If there has been any consideration about the 
carbon and water impacts of livestock  
in their greenhouse gas data?

TEN TIPS FOR GOOD PRACTICE

http://www.bbfaw.com
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  Farm animal welfare is an 
emerging but pertinent issue  
ABIGAIL HERRON, AVIVA INVESTORS

  Cows fed on a grain diet – as 
is typical on an animal factory 
farm – are a long-term risk 
as the need to manage water 
and emissions builds

  STEVEN HEIM, BOSTON COMMON  
ASSET MANAGEMENT

  If management doesn’t perform 
well on animal welfare, then 
this could be an indication that 
the firm is weak in other areas 
of supply chain management.  
PATRICK O’HARA, USS

 Animal welfare issues affect a 
wide range of stakeholders… 
This can translate into a large 
number of potential risks and 
opportunities for companies 
and investors.  
NIKKI GWILLIAM-BEEHAREE, VIGEO RATING

 On paper, intensive factory 
farming can look profitable, 
but it carries greater risk than 
traditional farming methods  
PREM MAAN, SOUTHERN PASTURES

 Animal lameness can have direct costs of up to US$320 in 
each case  
NICK TAPP, CRAIGMORE SUSTAINABLES

 Farm animal welfare is an 
important reputational issue, 
and over time reputational 
issues can also become 
increasingly financially 
material.  
ALLIANZ GROUP

 Intensive farming practices 
have raised serious animal 
welfare, health and hygiene 
concerns. Simply put: if 
elements of this sector 
continue to act against the 
long term best interest 
of society, society will act 
against it  
NEIL BROWN, ALLIANCE TRUST

 Tesco suffered a 13% 
drop in share price when 
TV documentary ‘Hugh’s 
Chicken Run’ exposed the 
poor conditions chickens 
were subjected to  
KATE ELLIOT, RATHBONE GREENBANK 
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Abigail Herron, Head of Responsible Investment 
Engagement at Aviva Investors explains that there are 
a number of reasons why mainstream investors such 
as Aviva Investors are starting to take animal welfare 
factors into account. “If a company does not manage 
its animal welfare standards and supply chain oversight 
then it is exposed to reputational risk, as shown in the 
horsemeat scandal. But more than that, we also find that 
the issue provides us with a useful insight into the overall 
quality of corporate management. For example, the recent 
EU legislation banning caged eggs was 12 years in the 
making but still caught some food companies off-guard, 
hurting their core revenue streams. We saw poorly-
managed companies lose ground to those companies who 
better managed animal welfare so had the foresight to 
move to free-range eggs throughout their supply chains in 
advance of this legislation.”

Aviva Investors also discusses with investee companies 
how different slaughter methods can have a bearing  
on profitability. For example in the poultry industry,  
if a method requiring live birds to be shackled is used 
instead of controlled atmosphere killing, it can have 
a negative impact on carcass yield and result in more 
worker injuries.

PUTTING IT INTO PRACTICE
Aviva Investors’ philosophy on ESG issues is that as 
responsible investors, they protect and enhance value 
for their clients by promoting more responsible and 
sustainable business behaviors. Its Global Responsible 
Investment team and fund managers work together 
to integrate ESG issues into their approach, attend 
meetings together where possible and share tools such 
as Aviva Investor’s ‘ESG heat map’. This tool brings 
together ESG research from a range of specialist 
providers and highlights where the ‘red flags may be  
on a particular company.

Another tool which Aviva Investors uses to help  
integrate farm animal welfare factors into its investment 
process is the Business Benchmark on Animal Welfare 
(BBFAW). This is a benchmark that ranks how the 
world’s leading food companies are managing and 
reporting their farm animal welfare practices.  
The trajectory of a company on this benchmark – i.e. 
whether it is going up or down in the rankings each 

AVIVA INVESTORS: 	
ANIMAL	WELFARE	CAN	PROVIDE	INSIGHTS	
INTO	BOTH	RISKS	AND	OPPORTUNITIES	
 

Asset	manager	perspective

Aviva Investors is a mainstream global fund manager with around  
£246 billion of assets under management1. Its clients include large 
corporate and institutional investors and it was one of the first  
global asset managers to integrate ESG issues into its investment  
decision-making process.

 Different slaughter  
methods can have a  
bearing on profitability

1.  As at 31 December 2014
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year – provides a valuable insight to the Aviva Investors 
team. Herron highlights that she would like a company’s 
trajectory on the BBFAW to become “a consistent data 
point used by ESG researchers across the industry”. 
She believes that this would be a “tipping point for the 
emergence of farm animal welfare as an ESG issue”.

ACTIVE OWNERSHIP
Aviva Investors is an active owner, i.e. it is keen to engage 
with its investee companies on matters that may affect 
the long-term value of the company. However, as a 
mainstream investor Aviva Investors holds stakes in 
thousands of companies and cannot engage with all 
companies about all issues. It must therefore prioritize 
which issues and companies require engagement. 

In this context explains Herron, “Animal welfare is  
still an emerging issue and therefore does not get the 
attention more developed ESG issues such as climate 
change, executive pay or boardroom diversity get.  
But while I would class it as emerging, it is still a pertinent 
issue to many companies.” She says that the process 
that Aviva Investors follow in this area is to look at who 
the leaders and laggards are in the BBFAW and to map 
them against Aviva’s top holdings. “We engage both with 
the top-performing companies in the benchmark that we 
have a significant holding in (to congratulate them on their 
approach); and with the ‘laggards’ in the bottom tier of the 

benchmark where we have a significant holding, to help 
them to improve standards.”

A good example of Aviva Investor’s active ownership 
approach on this issue was its engagement with Hormel 
Foods, the US food company that makes SPAM.  
Hormel is one of the largest pork producers in the 
world and still uses small metal gestation crates as 
containers for their pigs, even though these crates  
have recently been banned in various jurisdictions 
around the world including the EU and a double-digit 
number of US States. As a shareholder in Hormel,  
Aviva Investors has real concerns that the company 
should be more proactive when it comes to responding 
to this clear industry trend – especially as many predict 
that more jurisdictions might ban these containers.  
In 2014 therefore Aviva Investors supported a shareholder 
resolution calling on the Board to disclose the financial 
and operational risks of it gestation crate policy2. 

 Farm animal welfare is an 
emerging but pertinent issue

EU legislation on caged eggs ‘caught some food companies off guard’

2.   sec.gov/Archives/edgar/data/48465/000121465914008436/
n1217140px14a6g.htm

http://www.sec.gov/Archives/edgar/data/48465/000121465914008436/n1217140px14a6g.htm
http://www.sec.gov/Archives/edgar/data/48465/000121465914008436/n1217140px14a6g.htm
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The gestation crates resolution won the support of  
large proxy voting firms ISS and Glass Lewis and, 
excluding shares controlled by Hormel itself, 50.4%  
of all shareholders voted in favour of the proposal.

ENGAGEMENT QUESTIONS TO ASK
Herron explains that she would strongly encourage 
other investors to consider asking similar questions 
of major food production and retail companies in their 
engagements. She shares typical questions that are 
asked when trying to ascertain how well a company is 
managing this issue. These include asking:

 • Whether there is knowledge of ‘infrastructure’ issues 
(e.g. use of gestation crates) at Board level as well 
as operation level. 

 • Whether animal welfare performance or 
animal welfare KPIs feature in executive and/or 
management remuneration. 

 • Whether the company has ever ceased business with 
a supplier over farm animal welfare issues.

 • Whether they think that their BBFAW ranking is a 
fair assessment.

 • If they have a standard for humane slaughter, and 
whether any suppliers are able to offer controlled 
atmosphere killing.

 • Whether and how they are able to ensure high  
farm animal welfare standards across global  
supply chains.

 • If there has been any consideration about the carbon 
and water impacts of livestock in their greenhouse 
gas data.

 • Which food assurance standards they rate, and 
aspire to. 

To help the issue grow from its status as an emerging 
issue, Herron concludes that more needs to be done by 
all parties. Policymakers can look at systemic issues 
such as outmoded livestock infrastructure, companies 
need to address disclosure and transparency across 
their supply chain, and investors should include animal 
welfare as part of their routine ESG inquiries.

MORE INFORMATION:  
abigail.herron@avivainvestors.com 
avivainvestors.com

mailto:abigail.herron@avivainvestors.com
http://www.avivainvestors.com
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ANIMAL WELFARE AS A  
SENSITIVE BUSINESS AREA
To help manage its direct investments and underwriting 
– constituting around €600 billion of assets – Allianz 
defines 13 ‘sensitive business areas’ where it believes 
there is significant risk to its lines of business.  
Animal welfare is one of these areas.

Allianz will screen transactions against these sensitive 
area guidelines, although their intention is not to 
exclude any business by default but to ensure that each 
risk is analyzed on a case-by-case basis to see how and 
if the risk can be mitigated. These areas were defined 
after dialogue with a wide range of stakeholders. 

Although animal welfare is not an issue with as much 
‘traffic’ as areas such as human rights, defense 

or hydroelectric power, it remains an important 
consideration for the Group. One expert from the  
ESG office says, “Farm animal welfare is an  
important reputational issue, and over time  
reputational issues can also become increasingly 
financially material. If relevant companies do not  
manage animal welfare then customers may shy away 
from their product, the company may incur fines or lose  
its license to operate. These are all financially material 
risks to investors.”

SO HOW DOES IT WORK IN PRACTICE?
When Allianz does its due diligence on a potential 
transaction in a sensitive business area then it has 
guidelines to highlight key risks. If an ESG risk is 
detected, then a mandatory referral process is triggered. 
This means Allianz undertakes additional due diligence 
and particular ESG experts will review the detected risks 
feeding their results back to the front-office team to 
ensure that informed decisions are made on a local and/
or at Group level. Ultimately, if there is a clear breach of 
guidelines then Allianz can discontinue the transaction. 
Allianz regularly reviews its ESG guidelines and has 
them approved at Board level.

Regarding animal welfare, factors such as conditions of 
confinement, or the company’s use of antibiotics will be 
considered in the due diligence.

ALLIANZ: 	
ANIMAL	WELFARE	CAN	PROVIDE	INSIGHTS	
INTO	BOTH	RISKS	AND	OPPORTUNITIES	
 

Asset	owner	perspective

Allianz Group is a world-leading provider of insurance and asset management 
products in more than 70 countries. Allianz strives to incorporate ESG factors 
into its core business processes and has a central ESG Office, based in its global 
headquarters in Munich. In 2014 it received the Gold Class Sustainability Award  
from RobecoSAM in recognition of its excellent sustainability performance.

 Farm animal welfare is an 
important reputational issue, 
and over time reputational 
issues can also become 
increasingly financially 
material.
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Key criteria that are checked for in the animal welfare 
area include:

 • Poor conditions of confinement and transportation
 • Evidence of routine mutilation
 • Inappropriate use of chemicals and medicines

MORE TRANSPARENCY REQUIRED
Allianz stated that much more transparency is  
required in the market at large on this issue.  
“Both investors and consumers need more systematic 
information to help them make the right decisions.  
For investors – we need clear, comparable indicators  
on animal welfare management in order to help us make 
good decisions. For consumers there is a complexity of 
supply that is very frustrating. For example, you can  
have a Danish pig, medicated in Spain and slaughtered  
in Italy but all the consumer sees is ‘Italian pork”,  

with no knowledge of its history or whether its 
transportation was cruel.” 

“If consumers get frustrated they act and this can change 
markets and impact on long-term returns. So transparency 
is a fundamental step.”

 If consumers get frustrated 
they act and this can  
change markets and impact 
on long-term returns.  
So transparency is a 
fundamental step.

If an ESG risk such as animal welfare is detected during due diligence, a referral process is triggered.

MORE INFORMATION:  
allianz.com/en/sustainability/index.html 

http://www.allianz.com/en/sustainability/index.html
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ANIMAL WELFARE GUIDELINES
Boston Common uses a comprehensive set of indicators 
and instructions known as its ‘ESG Guidelines’ to help 
define which stocks they prefer, and those they choose 
to avoid. Steven Heim, Director of ESG Research at 
Boston Common explains that while animal welfare 
has always featured as a consideration at the firm, the 
level of detailed guidance increased when one particular 
client requested it for their own portfolios in 2006. 
Now the firm’s ESG Guidelines contain very specific 
animal welfare factors, for example they do not invest in 
companies that primarily operate factory farms, that use 
animals for entertainment purposes, and companies 
that manufacture genetically engineered growth 
hormones for livestock. This is in addition to expanding 
its ESG guidelines related to animal testing for products. 

Boston Common currently avoids investment in several 
large food companies such as Smithfield Foods and 
Tyson Foods largely due to animal welfare issues.

ACTIVE OWNERSHIP TO PROTECT VALUE 
AND WELFARE STANDARDS
Boston Common is well-known for its strong active 
ownership programme, and it has been involved in 
several animal welfare-related engagements. 

For example in 2005 through 2007 the firm led a 
coalition of investors to question Dean Foods’ branding 
of dairy products as ‘organic’ when a portion of the milk 
for the products came from industrial-scale factory 
farms with over to 8,000 cows in confined sheds and 
feedlots, (rather than grazing pasture as US federal 
organic regulations required). The brand in question  
was the ‘Horizon Organic’ dairy brand and Heim explains 
that, “Besides complying with the law itself, we questioned 
whether Dean Foods’ procurement of milk from factory-
farms violated consumer trust and therefore jeopardised  
the value of its organic brands and share value”. 

The issue provoked a boycott of the Horizon Organic brand 
from members of the Organic Consumers Association and 
led some US retailers to cease stocking its products.  
Heim explains “When consumers pay a premium for organic 
milk, they generally expect that cows have access to pasture 
and gain a sizeable percentage of their nutrients from grass… 
The Horizon Organic farm that I visited had 8,000 cows, 4,400 
of which were milking cows, and one calf, with only 200 acres 
of pasture. It was an unbelievable ratio. A lot more pasture 

BOSTON COMMON ASSET MANAGEMENT: 	
ENGAGEMENT	WITH	AN	IMPACT	
 

Investment	manager	perspective

Boston Common Asset Management is an experienced investment manager 
dedicated to the pursuit of both financial return and social change. The 
firm, managing over US$2 billion in assets, as of 31 March 2015, has a long-
term horizon and has been a leader in the responsible investment field 
since they were founded in 2002. 

 The firm rejects companies 
that primarily operate factory 
farms or that use animals for 
entertainment purposes.
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is required for that many animals. After our engagement, 
Horizon later ended its practice of selling off new borne calves 
and replacing them with year old calves that had not been 
raised organically.” Boston Common ultimately divested  
its holdings in Dean Foods. 

Another area of shareholder concern for Boston 
Common, via applying its ESG guidelines, has been the 
use of growth hormones, in particular recombinant 
bovine growth hormone (rBGH) which is used on some 
dairy farms to increase milk production. The rBGH 
drug speeds up a cow’s metabolism, which means it 
produces more milk. However it also puts a lot of stress 
on cows and has been shown to increase the risk of 
clinical lameness and mastitis for the cows. It’s argued 
that rBGH can also have negative impacts on a cow’s 
reproductive system and life span.

Although rBGH is approved for use by the relevant 
governing body in the US (the Food and Drug 
Administration) it remains controversial. Many leading 
brands such as Unilever’s Ben & Jerry’s ice cream and 
General Mills’ Yoplait yoghurt ensure that their farmers 
do not use the growth hormone. RBGH use is also now 
restricted in the European Union. 

COMING RISKS: CHANGING CLIMATE IS 
CHANGING AGRICULTURE
Heim sees climate change and the environment as a big 
risk for the agriculture sector and something that the 
investment community is not paying enough attention to. 
He explains, “Only 10% of all corn grown in the U.S is for 
direct human consumption. The rest is grown for livestock 
feed or ethanol fuel, and distiller’s grain is used for feed 
too. Corn is a major user of water, which is a concern with 
the droughts we are experiencing. If you link that with the 
fact that 25% of methane emissions in the U.S. are from 
livestock, it means that cows fed on a grain diet – as is 
typical on an animal factory farm – are a long-term risk as 
the need to manage water and emissions builds.” 

A recent chart by the U.S. Environmental Protection 
Agency (EPA) on US methane emissions3, showed that 
livestock agriculture is the largest single source of 
methane in the country, more than oil and gas industry. 
Heim adds, “There is a great deal of focus on fossil 
fuels, but we need to do the math and look at the role of 
agriculture in global climate change, there is huge risk. 
The status quo can’t continue for animal welfare, human 
health or environmental reasons“.

 Cows fed on a grain diet – 
as is typical on an animal 
factory farm – are a  
long-term risk as the need  
to manage water and 
emissions builds MORE INFORMATION:  

bostoncommonasset.com

3.  epa.gov/climatechange/ghgemissions/gases/ch4.html

The information in this article should not be considered a  
recommendation to buy or sell any security. All investments  
involve risk, including the risk of losing principal.

http://www.epa.gov/climatechange/ghgemissions/gases/ch4.html
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A POTENTIAL RED FLAG
USS Responsible Investment Analyst Patrick O’Hara 
explains that the scheme has a relatively low exposure 
to farm animal welfare issues but still takes them into 
consideration where relevant. In particular, they use the 
Business Benchmark on Farm Animal Welfare (BBFAW) 
as a ‘flag’ with relevant companies to help gain insights 
into the overall quality of supply chain management. 
O’Hara welcomes the fact that the research and analysis 
behind the benchmark has been done by someone else, 
freeing up his time to analyse the results.

He explains, “If company management doesn’t perform 
well on animal welfare, then this could be an indication 
that the firm is weak in other areas of supply chain 

management and we know that poor supply chain 
management in the food industry has been associated  
with risks to public health”

However, he argues that more work needs to be done 
to establish a correlation between animal welfare and 
other supply chain issues, establishing this issue as a 
meaningful risk indicator.

O’Hara explains that the BBFAW is a useful tool which 
has been used by the RI team at USS when preparing for 
company meetings. He adds that Oxfam’s ‘Behind the 
Brands’ scorecard is also a useful tool.

“Animal welfare can also have reputational impacts,” says 
O’Hara. “We’ve seen how controversies like the horsemeat 
scandal can affect an organisation’s own reputation or the 
reputation of those in its supply chain. So that is one of the 
reasons a mainstream investor like us might consider it”.

ONLY WHEN IT’S MATERIAL
Above all, USS’s fiduciary responsibility to its members 
is core and O’Hara points out, “Currently there is no  
hard and fast quantitative evidence to show that animal 
welfare issues are material to company valuations.  
So it is a big challenge when trying to assess materiality. 

USS: 	
IT’S	ALL	ABOUT	FIDUCIARY	RESPONSIBILITY	
 

Asset	owner	perspective

The Universities Superannuation Scheme (USS) is one of the largest pension schemes 
in the UK, managing around £48bn in assets. USS’s investment mandate requires them 
to integrate environmental, social and governance (ESG) considerations such as animal 
welfare into their investment process where they are deemed material. This means 
that USS does not make investment decisions based on ethical or moral considerations 
alone. The scheme’s Responsible Investment (RI) team consists of six people and is 
tasked with ensuring that material ESG factors are integrated across all asset classes.

 If company management 
doesn’t perform well on 
animal welfare, then this 
could be an indication that the 
firm is weak in other areas of 
supply chain management.
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This is also true of other environmental and social issues”. 
For example, even if you look at share price performance 
in the wake of an environmental or social scandal, it is 
difficult to attribute performance to any single issue, 
as there may be a number of different factors at play, 
sometimes working in opposite directions.

The BBFAW is just one of the sources of information 
that the RI team at USS uses to form a picture of the 
environmental and social risks faced by a firm and 
how management are responding to those risks. 
Conclusions are discussed at regular meetings between 
the Responsible Investment team and fund managers. 

In recent years animal welfare issues have also 
featured on occasion in the pension scheme’s 
shareholder engagement activities. For example, 
negative press coverage about animal welfare came 
up in a recent conversation between USS and a large 
US food company. USS also refers to the BBFAW 
when considering shareholder resolutions that relate 
to animal welfare issues and supported a resolution 
in 2015 that asked for greater disclosure around the 
financial and operational risks associated with the use 
of pig gestation crates. 

There are also opportunities in farm animal welfare 
argues O’Hara. A number of large multinationals 
such as Sainsbury’s, Marks and Spencer, Waitrose 
and MacDonald’s have invested time and money to 
improve their farm animal welfare standards and the 
standards applicable in their associated supply chains. 
This creates a positive story for these companies to 
communicate to their stakeholders and is potentially 
another source of competitive advantage in their  
market place.  

The stakes may be even higher in some emerging 
markets, such as China, where food safety is even 
higher up the political agenda

ON THE TRAJECTORY OF  
SIMILAR ESG ISSUES
O’Hara says that although farm animal welfare may be 
a little down the ESG agenda at the moment, he could 
foresee it following a similar trajectory to other issues 
such as contemporary slavery. “The Modern Slavery Bill 
has raised awareness of the issue of contemporary slavery 
within the investment community. The issue of aggressive 
tax avoidance is another example of an issue that was barely 
discussed in terms of corporate reputation and is now 
centre stage”. He considers that farm animal welfare is 
an increasingly important factor in influencing consumer 
behavior and this combined with tightening regulation 
could make it a more significant business risk in the eyes 
of mainstream investors.

A FREE-RANGE FUTURE
O’Hara cites free-range eggs and meat as an example 
of concepts that were barely understood twenty years 
ago but now form a substantial portion of both those 
markets.  

He concluded that he would also like to see all the main 
ESG research providers include the issue in their core 
analysis, where relevant. He summarises, “Without this 
information investors cannot make informed decisions 
about materiality.” 

MORE INFORMATION:  
uss.co.uk

http://www.uss.co.uk
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AN INTEGRATED PROCESS
Alliance believes that there is financial sense in 
sustainability. It has a range of screened (Sustainable 
and Responsible Investment) products under their 
‘Sustainable Future’ range, but Alliance’s team of  
12 investment analysts conduct fully integrated ESG  
and financial research across all of their equity 
products. Animal welfare issues are among the  
many topics covered by this ESG research.

Alliance analysts measure the sustainability of each 
potential investee company using a range of criteria, 
and then apply their ‘Sustainability Matrix’ to help 
determine investment decisions. The Matrix gauges a 
company’s products; what it sells (on a scale of A–E), 
and its management; how it operates (on a scale of 1–5). 

The evaluation by the Alliance team on whether the 
company’s products and management are genuinely 
sustainable has a major bearing on the buy, sell or  
hold decision.

As the diagram on this page demonstrates, companies 
need to be categorised higher than C4 in order to gain 
access to one of Alliance’s Sustainable Future funds.  
These funds maintain a set of screening criteria for sectors 
that rank below this threshold and intensive meat farming 
is one activity that is screened out. This is because Alliance 
argues that intensive farming practices raise serious 
animal welfare, health and hygiene concerns. Simply put: 
it is an activity that acts against the best interest of society, 
and they therefore expect society to eventually act against 
it – causing significant financial impact.

ALLIANCE TRUST: 	
THE	MATERIALITY	STORY	IS		
CHANGING	RAPIDLY	
 

Asset	manager	perspective

Alliance Trust is one of the largest and oldest investment trusts in the UK, 
and it houses its own fund management arm (Alliance Trust Investments) 
serving both institutional and retail clients. Since acquiring its range of 
award-winning ‘Sustainable Future Funds’ in 2012 it has become a  
leading mainstream voice on ESG integration. 

1 2 3 4 5
A ü ü ü ü û
B ü ü ü ü û
C ü ü ü û û
D û û û û û
E û û û û û

MANAGEMENT QUALITY

The Alliance Trust Sustainability Matrix is part of a process that has led them to screen out the intensive farming sector
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 Alliance argues that 
intensive farming practices 
have raised serious animal 
welfare, health and hygiene 
concerns. Simply put: if 
elements of this sector 
continue to act against  
the long term best interest 
of society, they believe that 
society will act against it – 
causing significant  
financial impact

THE START OF THE MATERIALITY STORY
Neil Brown, Investment Manager at Alliance Trust 
Investments argues that we are in the early stages 
of a transformation in consumer behavior that may 
dramatically affect farm animal-related investments.  
He explains, “The way we eat is changing rapidly.  
We have hard evidence of how increased education  
and awareness is driving consumers away from high 

sugar and high salt food & drink to demand ever healthier 
products. Companies have been evolving their product 
portfolios toward lower fat and sugar for some time and 
are now moving into ‘ethically sourced’ and away from 
factory farmed or untraceable meat. Berenberg looked at 
10 themes including natural, fat reduction, salt reduction 
and ethical sourcing and found that 65% of new food and 
beverage products were in these categories, that’s up  
from 35% in 2005 and ethical is now the third highest  
trend within them.” 

Brown argues that this is creating exciting  
opportunities to invest in companies developing the 
technology and infrastructure for more sustainable 
alternatives. He gives the example of Kerry Group,  
an international food business based in Ireland.  
“We invested in Kerry because they’ve developed a  
highly successful reformulation business. Consumers are 
demanding reduced sugar and fats in our foods but none 
of us want to sacrifice taste or texture. Kerry provides 
complete solutions using natural products such as  
milk proteins to deliver the nutritional profile their  
clients need with the taste and texture that consumers 
demand. They allow food and beverage companies to  
re-launch brands or launch entirely new product lines 
straight into these trends and we believe they are  
perfectly placed to exploit the move to ethically and  
locally sourced.” 

It’s argued that crises such as the 2013 horsemeat scandal have created a market where 
consumers want untraceable or intensively-farmed meat taken out of their products
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Brown argues that growing interest in provenance 
alongside public crises such as the 2013 horsemeat 
scandal have created a market where consumers want 
untraceable or intensively-farmed meat removed from 
their products and Kerry are ready to exploit that trend. 
“We like the business fundamentals, we believe there is 
more sales growth here than the market fully appreciates 
and when we bring that growth into our earnings forecasts 
we believe it is attractively valued. We started a holding 
last year and it is already a significant position in my 
funds,” he adds. 

Brown argues that you can also see opportunity in 
companies such as US-based restaurant chain Chipotle. 
They have made sustainability and high animal welfare 
standards a key part of their brand identity and have seen 
revenues rise as result. “By their own admission Chipotle 
are not perfect”, says Brown, “But they recognize that as 
a major buyer and seller of meat they are both part of the 
problem and solution, and they are making improvements  
in an effective and sensible way. It is incredible to see a 
major chain remove pork from a third of its restaurants  
this year when a supplier failed an animal welfare audit.  
That is a significant decision, it is the right decision and  
we also believe it will be a profitable decision if they can 
capture the good will of customers in the long term.”

A POTENTIAL ELEPHANT IN THE ROOM
Brown argues that animal welfare is a systemic  
issue that doesn’t always get the attention it should. He 
explains, “Investors will always be focused on the three 
or four things that drive a company’s materiality and to 
be honest animal welfare has rarely been one of those. 
But if you look at how these issues are now influencing 
consumers, from concerns over the chemical and 
nutritional content of our food to concerns over the  
use of antibiotics, transportation and how animals are 

cared for then we don’t see these issues going away.  
Roll that forward to the forecast growth in populations  
and the changing diets of a rising global middle class and if 
you ask the question can we continue like this. The answer 
is clearly no. So that shapes our investment philosophy”.

Brown points out that the full impact of these issues 
is not yet totally clear and that creates the opportunity. 
“When the materiality is fully understood every investor 
will be integrating these issues and that may make for a 
less attractive investment proposition.” He argues that 
when a change is almost inevitable over the long-term, 
and material impacts are beginning to be felt already, 
that is an ideal time to assess these issues.

For change to happen, Brown says that it is likely to 
be increased information and awareness that moves 
markets and consumer behavior, rather than regulation. 
He also adds that it is important not to underestimate 
the role that investors can play in making a difference to 
civil society’s actions and decisions. “It is the public that 
owns these companies and we want everyone to engage in 
this process. Our clients monitor sustainability issues that 
could impact their investments and frequently question 
and pressure us to make sure we are on the right side of 
these trends. Whether you have modest savings, significant 
investments or a pension we would encourage everyone to 
do the same.”

MORE INFORMATION:  
alliancetrustinvestments.com 

 Crises such as the 2013 
horsemeat scandal have 
created a market where 
consumers want untraceable 
or intensively-farmed meat 
taken out of their products

http://www.alliancetrustinvestments.com
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From environmental risks to employee rights,  
corruption to climate change, Vigeo Rating assesses  
the wide range of sustainability issues, and these 
include farm animal welfare factors.

Nikki Gwilliam-Beeharee, Researcher Manager for the 
Food and Health team at Vigeo Rating, explains that 
livestock and farm animal welfare has been rapidly 
emerging in recent years as a business issue for global 
food companies. She says, “Animal welfare issues affect  
a wide range of stakeholders: the animals themselves,  
the environment, local communities, company employees 
and the end consumer. This can translate into a large 
number of potential risks and opportunities for  
companies and investors.” 

According to Vigeo, if a company is seen to be 
mismanaging animal welfare standards at any point in 
its supply chain then business risks can arise. The main 
risks include:

 • The increased risk of food safety crises. For example, 
in 2007 when a British inquiry into mad cow disease 
found that the infectious agent was spread by cattle, 
who are normally herbivores, being fed the remains 
of other cattle. The inquiry showed there was 
diminishing demand for beef alongside a decrease  

in the retail price. There were also increased  
costs for businesses, some actors had to pay  
to dispose of by-products that they used to sell  
and all actors incurred costs to bring their 
businesses into compliance with new  
government Regulations.

 • The operational and legal risk from communities 
who believe their local environment has been 
negatively affected. For example, as occurred in  
the US when the EPA issued an emergency order 
in 2001 after a hog operator was accused of 
contaminating drinking water wells with nitrates.

 • The risk of a deteriorated brand image. This can  
lead to the loss of consumer confidence and 
negatively influence the workforce morale.  
For example, over the last few years there has  
been negative media coverage in the UK and the  
USA when companies have been exposed in cases  
of animal cruelty. 

 • The risk that by degrading the environment and 
biodiversity that it relies on, a company degrades 
its own capacity to produce and sell goods in the 
long-term. For example, the over-use of antibiotics 
and the extremely restrictive living conditions used 
in intensive farming is producing animal breeds that 
are less healthy and less disease-resistant. 

VIGEO RATING: 	
ANIMAL	WELFARE	AS	AN	INDICATOR	TOPIC	
 

Research	provider	perspective

Vigeo Rating, founded in 2002, is a leading European ratings agency 
measuring the performance and risks of companies across a range of 
environmental, social and governance (ESG) issues. It has over 150 clients 
& partners worldwide, providing research and assessments on around 
3,000 global companies. Vigeo is headquartered in Paris, with seven offices 
globally, and was one of the founding signatories of the UN-supported 
Principles for Responsible Investment (PRI).
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INTEGRATING ANIMAL WELFARE  
INTO CORE ASSESSMENTS
It is the impact on stakeholders and the business  
risks that have led Vigeo to integrate animal welfare  
into its core assessment of any company selling  
animal-based food products. As a result, every  
investor receiving Vigeo’s assessment of a food  
company obtains information on its animal  
welfare performance as part of that assessment.  
This integration also means that animal welfare issues 
impact the overall ESG score for these companies.  
As animal welfare is integrated into core assessments  
in this way, investors can also benefit from the  
business insight this topic brings. 

AN INDICATOR OF BROADER  
AWARENESS AND RESPONSIBILITIES
Many modern large food producers tend to have multi-
tiered global supply chains including vendors, partners, 
subcontractors and sponsors, all linked together in 
complex webs of interrelationships across multiple 
jurisdictions. These complex networks can mask 
dangerous vulnerabilities: A problem in one area can 
quickly ripple up and down the chain, leading to severe 
reputational damage. 

The 2013 horsemeat scandal in the UK is one example 
of the complexity of modern day supply chains according 
to Gwilliam-Beeharee. “The scandal demonstrated the 
lack of knowledge companies had about their supply 
chains and what can go wrong when there isn’t a good 
understanding and strong control mechanisms. This in 
turn led to a drop in consumer confidence and reputational 
damage for the companies tainted by horsemeat,”  
she explains.

For Vigeo, because animal welfare concerns run across 
the entire production spectrum, from farm level all the 
way to the end consumer, animal welfare is seen as an 
indicator topic. That is to say that companies with a good 
grasp of animal welfare issues in their supply chain 
are better positioned to understand how to manage a 
complex supply chain. Every investor who receives 

Vigeo’s assessment of a 
food company receives 
information on its animal 
welfare performance as  
part of that assessment.

MORE INFORMATION:  
vigeo.com  
Vigeo has also produced a ‘Sustainability Focus’ 
on this issue, which is available at: vigeo.com/
csr-rating agency/images/PDF/Publications/
Sustainable_Focus_Animal_Rearing_March2012.pdf

http://www.vigeo.com
http://www.vigeo.com/csr-rating agency/images/PDF/Publications/Sustainable_Focus_Animal_Rearing_March2012.pdf
http://www.vigeo.com/csr-rating agency/images/PDF/Publications/Sustainable_Focus_Animal_Rearing_March2012.pdf
http://www.vigeo.com/csr-rating agency/images/PDF/Publications/Sustainable_Focus_Animal_Rearing_March2012.pdf
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Prem Maan, Chief Executive of Southern Pastures 
explains, ‘Animals are key to our business and animals 
welfare is a core part of our ESG policy. We rely upon our 
dairy cows for good returns. If a cow is stressed, ill or  
lame it produces both less and lower quality milk. 
Therefore the health and wellbeing of the cows is  
crucial and good animal welfare is an essential part  
of Southern Pastures’ business.”

Illness or injury to a cow not only reduces the cow’s 
ability to produce milk. It may require treatment with 
antibiotics, which would mean removing the cow from 
the production herd to hospital paddocks for treatment. 
This is critical for Southern Pastures as Fonterra, 
the multinational New Zealand farmer owned dairy 
cooperative company that buys most of its farms’ 
product, will not accept milk with traces of antibiotics 
and impose fines on farms that supply milk which 
contains antibiotics. 

INDICATORS FOR MONITORING  
ANIMAL WELFARE
As the welfare of the cows is crucial to its business, 
Southern Pastures uses innovative ways to monitor and 
manage welfare standards. For example, the somatic cell 
counts of milk received from each farm are monitored 
and farm managers are alerted of any unacceptable cell 

count. Somatic cell counts indicate white blood cells 
in the milk indicating bacterial infection in the udder, 
with lower scores indicating better animal health and 
welfare. The morning messages to farm managers detail 
somatic cell counts so they can take immediate action if 
a cell count is rising. Southern Pastures seeks to ensure 
that somatic cell count levels on average stay below 
200,000 cells per millilitre. In most developed countries 
the definition of premium milk is 200,000 somatic cells 
per millilitre. In the US, premiums are paid for milk with 
somatic cell counts under 350,000 cells per millilitre, and 
the legal limit is 750,000 cells per millilitre. 

To enhance both welfare standards and returns,  
Southern Pastures sets standards at each of its farms  
to ensure optimal paths for cows to travel from paddocks 
to milking sheds. Maan explains, “Evidence shows that 
when cows have to walk more than two kilometers to 
reach the milking sheds, their milk productivity reduces”. 
Inspections also look at the condition of walking tracks to 
minimize the risk of injury or lameness to the cows when 
they walk to the milking sheds. 

SOUTHERN PASTURES: 	
MEASURING	THE	BUSINESS		
CASE	FOR	GOOD	WELFARE	
 

Farmland	investor	perspective

Southern Pastures LP is a $315m New Zealand-based agricultural fund. 
It is the country’s largest institutional farmland fund, invested in 7,200 
hectares of farmland with almost all investments being in dairy farms  
and dairy support. The farms in which Southern Pastures invests use  
free-range, grass-fed and animal-welfare based sustainable farming 
methods to produce high quality dairy products.

 Fonterra will not accept milk 
with traces of antibiotics
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FUTURE PROOFING THE BUSINESS
According to the UN, around 15% of man-made GHG 
emissions come from animal agriculture , so over 
the long-term there is a real risk that dairy farm 
investments could be disproportionately hurt by the 
move towards a low-carbon economy. Maan explains 
that a pasture-fed system can help to minimize this risk.

At pre-investment stage, Southern Pastures takes time to 
understand the climate, water supply and soil conditions 
of particular regions to ensure they are free of extremes of 
cold or heat, and that there is adequate water supply and 
quality soil. This means that cows can have a natural grass 
diet which keeps costs low and produces better quality 
milk, richer in omega-3 fats, vitamin E, beta-carotene and 
conjugated linoleic acid – a beneficial fatty acid. 

Milk from grass fed cows has a lower carbon footprint 
than that of grain fed cows, which helps future proof 

their business. “Dairy produced in New Zealand’s pasture 
fed system can be supplied to the UK with a lower carbon 
footprint than grain-fed dairy in the UK”, Maan explains.

INTENSIVE FARMING AS THE  
REAL RISK TO RETURNS
Maan argues that, “Although on paper, intensive factory 
farming can look profitable, it carries greater risk than 
traditional farming methods.” Just some of the reasons 
for this, he argues, are that animal factory farms are 
more vulnerable to fluctuations in feed price and that 
the animals more susceptible to illness. They are prone 
to illness as they are consuming a diet they have not 
naturally evolved to eat, are unable to roam, and are kept 
in close confines which allow illnesses to spread quickly. 
Coupled with these risks, the cows will also have a shorter 
productive lifespan and produce lower quality milk.

For Southern Pastures the business case for good 
welfare is clear. Happy, healthy cows live longer and 
produce higher quality milk, which is increasingly 
in demand as consumer awareness of the risks on 
unsustainably produced milk rises.

 On paper, intensive factory 
farming can look profitable, 
but it carries greater risk than 
traditional farming methods

Grass-fed cows have a lower carbon footprint than grain-fed cows.

MORE INFORMATION:  
southernpastures.co.nz 

http://southernpastures.co.nz
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The investments within Rathbone Greenbank client 
portfolios are managed according to a broad range 
of social, environmental and ethical criteria, with the 
specific exclusions and positive selection areas set 
according to each client’s concerns and interests.  
Its approach is to ask each client to complete an ethical 
questionnaire to help determine how their money should 
be invested; and if animal welfare is established as an 
important issue then Rathbone Greenbank will offer the 
client several options. These include negative screens 
to avoid the worst performing companies and positive 
investments supporting best in class performance.

Kate Elliot, Ethical Researcher at Rathbone Greenbank, 
explains that although there have always been ethical 
concerns related to poor animal welfare, in recent years 
the topic has emerged as a material investment issue 
as well. She says, “Over the last few years farm animal 
welfare has evolved into an investment issue in its own 
right, with a number of associated risks in areas such as 
the environment, human health, regulation and reputation. 
Also the ability of a company to manage farm animal 
welfare issues has become a good proxy for how well  
that company has oversight of risk across their entire 
supply chain.”

THERE IS SUCH A THING AS BAD PUBLICITY
Rathbone Greenbank also argues that good 
management of animal welfare issues is integral to the 

reputation of many leading brands, and ultimately to 
projecting value. Elliot points to the example of Tesco, 
which suffered a 13% drop in share price when TV 
documentary ‘Hugh’s Chicken Run’ exposed the poor 
conditions Tesco’s broiler chickens were subjected to.

In the wake of this documentary Rathbone Greenbank 
assisted in filing a resolution at Tesco’s 2008 AGM 
calling for higher welfare standards – which helped 
persuade Tesco to join an industry wide forum on the 
issue. Rathbone Greenbank also joined the ‘Chicken 
Out!’ campaign led by celebrity chef Hugh Fearnley-
Whittingstall to improve welfare standards for broiler 
chickens across the UK retail market. The ‘Chicken Out!’ 
campaign helped sales of higher welfare chicken in the 
UK grow from 5% to 15% and won a pledge from a major 
supermarket to remove battery farmed eggs from its 
supply chain.

RATHBONE GREENBANK: 	
KNOWLEDGE	OF	THIS	ISSUE	IS	GROWING		
 

Investment	manager	perspective

The team at Rathbone Greenbank Investments has been at the forefront 
of ethical and responsible investment since 1992. Working with both 
retail and institutional clients it manages over £700 million in assets 
and launched one of the UK’s first tailored ethical portfolio services.

 Tesco suffered a 13% drop 
in share price when TV 
documentary ‘Hugh’s Chicken 
Run’ exposed the poor 
conditions Tesco’s broiler 
chickens were subjected to.
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A KNOWLEDGE GAP EXISTS
Elliot argues that too little information exists to help 
investors judge standards of farm animal welfare 
management at most companies and within supply 
chains. That is one of the reasons that Rathbone 
Greenbank agreed to be part of the investor  
steering group consulted on the development of the  
Business Benchmark on Farm Animal Welfare (BBFAW). 

The BBFAW ranks how the world’s leading food 
companies are managing and reporting their farm 
animal welfare practices and Rathbone Greenbank  
uses it to understand how well particular companies  
are responding to issues of farm animal welfare within 
their operations and supply chains. 

Elliot says that they often make investee companies 
aware that BBFAW ratings are used as part of their 
assessment for establishing the suitability of a company 
as an ethical investment. “We also use BBFAW ratings as 
a starting point for both informal and formal discussions 

with companies to apply pressure on that company to 
improve performance,” she says. 

Elliot concludes, “Knowledge of this issue is growing, and 
companies are increasingly aware that progress on animal 
welfare issues can create value”.

 The ‘Chicken Out!’ campaign 
helped sales of higher 
welfare chicken in the  
UK grow from 5% to 15%

  Companies are increasingly 
aware that progress on 
animal welfare issues can 
create value

MORE INFORMATION:  
rathbonegreenbank.com 

Tesco suffered a 13% drop in share price when TV documentary ‘Hugh’s Chicken Run’ 
exposed the poor conditions Tesco’s broiler chickens were subjected to

http://www.rathbonegreenbank.com


24 | CASE STUDIES	

As investors in livestock farming, animals are at the 
heart of the Craigmore business, and Chairman Nick 
Tapp explains that the health and well-being of its 
animals is critical to the health of its balance sheet.  
“In any farming system, if you look after your livestock and 
they are in good condition, with low levels of illness and 
injury, they perform significantly better. Compromising on 
welfare does not result in economic benefit; it is not an 
optional extra, it is at the core of what we do” says Tapp. 
“Our cows are our workforce, converting dry matter into 
protein; they will only do that well, if they are healthy and 
unstressed. And we also want them to produce another 
healthy calf – even more reason to care for them well.”

MEASURING GOOD WELFARE STANDARDS
Craigmore uses a number of measures to ensure its 
animals are in the best possible condition, including 
regularly assessing body condition. 

Body condition scoring guidelines have been developed 
by industry body Dairy New Zealand to enable farmers 
to measure and manage the health of their animals 
through monitoring of weight, muscle mass and  
fat coverage. Cows are scored on a 1–10 scale.  
Craigmore works to keep its cows to a body condition 
score of five, which has been assessed as optimum 
condition for milk production. Any score other than five 
has impacts either on milk production or on the health 
of the cow, particularly in terms of fertility and calving. 

Warren Landles, Sustainability Manager at Craigmore, 
explains ‘ you can’t expect an animal to perform to its best if 
it is not in good condition, evidence shows that a drop in body 
condition score from five to four leads to a 12.5kg drop in milk 
solids or 160 litres of milk production. A drop in score to three 
reduces milk solid production by more than 30kg or over  
500 litres of milk over the season, equivalent to approximately 
US$113 per cow5, or US$45,000 for a herd of 425.” 

CRAIGMORE SUSTAINABLES: 	
THE	ANIMALS	ARE	THE	ASSETS	
 

Farmland	investor	perspective

Craigmore Sustainables is a New Zealand focused 
Investment and Farmland Manager, with around  
US$ 275m invested in 27 properties covering approximately 
11,000 hectares of New Zealand farmland. Craigmore 
predominantly manages dairy farms, but also owns a range 
of horticulture farms, and some beef and sheep farms.

 You can’t expect an animal 
to perform to its best if it 
is not in good condition; 
evidence shows that a  
[one point] drop in body 
condition score leads to a 
drop of 160 litres of milk 
production

FARMING

5.  Based on current milk solid prices c.NZ$4.70 / kilo
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On the other hand, a body condition score of six and 
above may lead to a slight increase in milk production, 
but it also can mean the cow is overweight and more 
likely to require assistance during calving, which 
has direct costs such as vet bills as well as putting 
increased strain on both the cow and calf. 

Pregnancy is a critical part of the dairy production cycle. 
For the cow to come into milk it is necessary for a cow 
to produce a calf, and the body condition of a cow during 
mating and calving is critical. Landles explains,  
“Pregnancy rates are improved when body condition is 
maintained in the period between calving and mating.  
A drop in body condition score will see at least 5% fewer 
cows getting pregnant during first mating. This has knock-
on effects for the entire milking season. What’s more, the 
healthier a cow is, the healthier her calf is likely to be at 
birth, which provides the foundation for our future milkers.” 
Maintaining cows in a healthy and stress free environment 
pays dividends for today’s production and for the future 
quality of the herd. There are no welfare corners to be cut.

COMBATING LAMENESS
Farm teams at Craigmore are also vigilant in monitoring 
animals for lameness, i.e. any abnormality, which 
causes a cow to change the way it walks. Craigmore has 
calculated that animal lameness can have direct costs 
of up to US$320 for each case, along with a number 
of other unquantifiable costs such as lowered fertility 
and reduced production yield. Maintaining tracks and 
pastures to minimise risk of hoof damage is essential.

PASTURE BASED FARMING .V.  
INTENSIVE FARMING SYSTEMS
The Craigmore team disagree that more intensive 
management of dairy cows can prove more profitable for 

investors than the outdoor pasture-based  
grazing system that it uses, and that is the norm  
in the New Zealand dairy industry. 

Tapp explains that cows reared in intensive indoors 
systems, fed on a grain diet, may ultimately yield inferior 
returns. “Pasture based cows who walk to feed themselves 
on pasture, and to the parlour twice a day for milking may 
produce less milk, but they will typically have four lactation 
cycles, whilst intensively farmed cows will average as few 
as two. A cow in a high input:high output housed farming 
system may produce more milk in the short term, but the 
cow is likely to be under greater stress from time to time. 
There is also a higher direct cost base from the feed inputs.”

Tapp concludes that the future in livestock farming is 
bright, but that the industry has to ensure not just food 
production for today, but must also grasp the principles 
of sustainability to ensure food production for the future. 
A focus on exceptional animal welfare standards is the 
corner stone of all sustainable livestock farming.

 Pasture based cows who 
walk to feed themselves on 
pasture will typically have 
four lactation cycles, whilst 
intensively farmed cows will 
average as few as two

MORE INFORMATION:  
craigmore.com 

Animal lameness can have direct costs of up to $320 in each case

http://www.craigmore.com


ABOUT THE FAIRR INITIATIVE
The FAIRR Initiative is a new investor network that 
aims to raise awareness of the material impacts 
farm animal welfare issues can have on investment 
portfolios. It helps investors share knowledge and 
form collaborative engagements on the issue.

Launched in summer 2015 the FAIRR network 
welcomes both institutions who wish to become 
signatories and individual supporters. 

Signing up as an individual supporter is simple and  
free and gives you access to:

 • A range of publications including the  
‘Caged Returns’ report on investment risk, 
produced with research by Maplecroft, plus  
regular updates and insights including  
quarterly newsletters;

 • A global network of investors working to integrate 
animal welfare issues into their investment process;

 • The opportunity to join collaborative engagements 
on farm animal welfare issues.

 
Organisations that wish to become signatories should 
sign up to the three aspirational FAIRR Principles, 
designed to be a first step on a journey towards 
factoring these issues into their investments.  
The three FAIRR Principles are:

 • Principle 1: We will consider farm animal  
welfare as an ESG issue in our investment  
decision-making process.

 • Principle 2: We will consider including farm  
animal welfare in our investment monitoring.

 • Principle 3: We will support transparency on  
farm animal welfare issues by the entities in  
which we invest.

Find out more, or join us, at: fairr.org

http://www.fairr.org

