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Arisaig Partners is an independent, employee-owned, 
investment management firm. Since 1996 our funds have 
invested solely in listed companies in emerging and frontier 
markets. Our aim is to identify high quality franchises in sectors 
where penetration is low and the opportunity set is vast. 

As investors we believe in the importance of focus and so 
our universe of c. 100 companies is a tight one focussed on 
businesses that clearly demonstrate “growth, quality, and 
alignment”. This has historically meant our universe of potential 
investment candidates had a strong bias towards the consumer 
staples space, however, as digital businesses are emerging and 
supporting the improved economics and scalability of sectors 
such as education, we are finding pockets of quality elsewhere. 

Our view is that these “masters of their own destiny” type of 
businesses - with high margins and returns on capital as well 
as strong cashflows - are the best way for patient investors to 
capture the rewards of emerging market growth. 

Integral to our investment approach is that it is long term 
in nature. This means that when we buy a stake in a 
business, we do so with the conviction to hold it forever. This 
informs our deep-dive due diligence process. Our analysts 
usually spend months curating our views on a stock and 
build out all these inputs into a 20-year cashflow model.  

The integration of Environmental, Social and Governance 
factors is critical to getting this right.

Our portfolios are concentrated and high conviction. Research 
is at the heart of what we do. We have an investment team of 21 
based in offices in Mumbai, London and Singapore who have 
an intimate understanding of our holdings and the consumer 
ecosystems they operate within. We share this research with 
our investors and the management teams of our holdings, who 
we see as long-term partners. Collaboration and engagement 
with progressive companies is key to our approach.

We manage an Asia Consumer Fund, Global Consumer Fund 
as well as a Latin America Consumer Fund all within the same 
over-arching strategy and philosophy. 

In March 2020 we will be launching the latest Arisaig Fund 
and the culmination of two years of work: the Arisaig Next 
Generation Fund. This will go one step further than ESG 
integration and invest in companies that deliver positive 
social and environmental outcomes within large underserved 
populations in the emerging and frontier world. By investing 
in proven, sustainable, high return on capital business models, 
we believe that there should be no compromise to long-term 
financial returns. 

Every year we are asked by various stakeholders if 
Environmental, Social and Governance (ESG) factors really 
matter, and if so how? In the face of a growing number of 
‘greenwashing’1 incidents globally, this can be a fair question. 
There is a great deal of noise within the swelling number of 
non-financial metrics that are being picked out of company 
disclosures and thrown around by data providers and rating 
agencies2, which can complicate the assessment of ESG. 

Nevertheless, what we do see is growing recognition of ESG 
issues amongst key stakeholders of our businesses:

Consumers

Those purchasing goods and services are increasingly factoring 
in sustainability considerations to their decision-making. NYU 
Stern Center for Sustainable Business showed that in the 
period between 2013 and 2018 product categories marketed 
as ‘sustainable’ delivered 50% of the growth of packaged goods 
despite representing only 17% of the categories’ market3.   

This comes on the back of a Nielsen study of 30,000 consumers 
around the world in 2014, which showed that 2/3rds would 
pay more for sustainable brands4. This figure was even higher 
in the consumers of tomorrow (i.e. millennials and Gen Z) and 
for those in emerging markets. This trend is particularly relevant 
given our long-term consumer bias – if companies fail to adapt 
to the evolving demands of their customers, they will find 
themselves with little business left. 

Employees

Alongside brands, people are the most important assets that 
consumer companies have. With this in mind, it is unsurprising 
that employee satisfaction has been shown to be a powerful 
source of enhanced shareholder returns5. This makes sense as 
happy employees tend to be more productive as they find more 
purpose in the work that they do. What is also increasingly 
clear is that alongside economic rewards (i.e. salaries and 
perquisites), employees are demanding more from their 
employers in terms of commitment to sustainability. 

Indeed, Unilever’s Global Resourcing Director has been quoted 
as saying that sustainability is within the top 10 attributes that 
future employees look for in companies. This is corroborated by 
a recent McKinsey Global Survey of Executives, which found 
that ‘attracting and retaining talent’ was the second highest 
performance driver of implementing ESG programs (behind 
brand equity)6. The recent strikes by employees at Alphabet and 
Amazon over the lack of climate commitment are a reminder of 
how sentiment can deteriorate when sustainability issues are 
not effectively managed. 

Investors

The swelling numbers of investors who are committed to 
responsible investing – i.e. the proactive integration of ESG 
considerations into their decision-making process – is  
building further momentum behind ESG issues. The AUM of PRI 
signatories is a good indicator of this - since Arisaig Partners 
joined in 2010, this has quadrupled from USD21 trillion to 
USD86 trillion in 2019. 

As the expectations increase, so too does the onus on asset 
managers and in turn the end companies to improve ESG 
practices. 

This is also affecting access to credit as banks build up their 
sustainability risk policies (either voluntarily or via regulation 
such as the Task Force on Climate Related Financial Disclosure) 
and credit ratings agencies enhance their ESG integration7. 
This is likely to lead to higher cost of capital over time for the 
businesses that don’t: a) implement sustainable ESG policies 
and practices; and b) disclose this consistently, transparently 
and accurately. 

Finally, it is likely affecting the M&A market. The same McKinsey 
Global Survey cited above noted that executives were on 
average willing to pay a premium of 10% for a company with a 
positive ESG track record over one with a negative one (with ¼ 
suggesting they would pay 20-50% more). 

Investing in the Aspirations  
of the Emerging Market Consumer

Importance of ESG at Arisaig Partners

“As long-term investors we believe that the consumer companies 
that effectively address ESG issues will be the long-term winners 
in the emerging markets in which we invest. These companies are 
able to drive innovation, lower operating costs, improve market 
access, enhance their reputation and attract the best talent.”

Rebecca Lewis, Managing Partner 
(Responsible for the governance of responsible investment at Arisaig)
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Materiality

Looking through the noise of the long tail of ESG issues and 
metrics and focusing on the most financially material issues 
has been shown to be more effective. A 2016 study by Khan 
et al10 evidenced a significant positive outperformance of 
companies that have strong ratings on material issues versus 
those that do not. Further supporting the case, the same 
relationship was not to be found for companies that scored 
better on immaterial issues. 

Behind this analysis was the Sustainability Accounting 
Standards Board’s (SASB) materiality map. Through 11 industry 
working groups, made up of corporates, investors and NGOs, 
SASB has mapped out the most financially material ESG risks 
(typically 5-7) for 77 sub-industries. We began integrating 
these into our own ESG framework in 2019. It has thus far 
proven to be a useful resource in terms of focusing efforts 
where it matters and targeting engagement with companies – 
particularly those who are still in the early stages of the often-
daunting journey towards public disclosure. 

Even for the cynically minded, there are self-fulfilling benefits 
of supporting such a system in that the more weight that 
gathers behind these standards, the more signalling power the 
outputs will emit. 

That all being said, definitively ‘proving’ ESG and its link to 
alpha generation can be challenging. The one thing we can 
be certain of is that there is little to no evidence that ESG 
integration correlates with negative performance8. In addition, 
we have identified three areas where evidence continues to 
build in support of ESG integration. These are all important in 
shaping our own approach to ESG:

Emerging Markets

We have long argued that in order to navigate the weaker 
institutions and greater volatility in emerging markets, ESG 
integration is particularly important. Indeed, there is evidence 
to support this. A 2015 meta-study of over 2,000 empirical 
studies found that 71% of studies report positive relationship 
between ESG and corporate financial performance (CFP) in 
emerging markets, while only 4% found negative findings9. 
In short, there is significantly more opportunity to generate 
excess returns through ESG integration in emerging markets.

What complicates ESG analysis in emerging and frontier 
markets is that access to sufficient, quality data is often very 
challenging (although this is gradually improving - see charts 
below). This tends to make third-party AI-powered ESG ‘ratings’ 
far less effective at detecting this potential alpha source (this is 
confirmed by reports that we have seen testing these systems 
within the markets we cover). For this reason, we continue to 
believe that an in-house approach delivers the best insights. 
Direct company engagement is a crucial element of this as it 
helps to fill the large gaps in disclosure (and indeed push for a 
permanent removal). 

Bloomberg ESG Disclosure Score

Percentage of Companies Covered by 
Bloomberg ESG Score

Source: Bloomberg; Arisaig Partners

*iShare ETF constituents used as a proxy for the MSCI Indices

Source: Bloomberg; Arisaig Partners

*iShare ETF constituents used as a proxy for the MSCI Indices

Positive Momentum

The final dimension of ESG analysis that is particularly powerful 
is the influence that the change in both ESG ‘performance’ and 
‘perception’ can have on returns. This takes an agnostic view of 
the starting point of any company but considers the direction 
of travel both internally and externally. Perhaps unsurprisingly, 
the ‘sweet spot’ has been found to be companies that have 
weak public perceptions (or ‘negative sentiment’)11 alongside 
improving ESG performance. This bucket of companies has 
been shown to comfortably outperform the wider market (as 
indeed have those companies who improved performance 
from a positive sentiment)12. 

While both ‘performance’ and ‘perception’ are difficult things 
to measure in emerging markets (as outlined above), we do 
see anecdotal evidence of this occurring. For example, the 
significant re-rating (a crude proxy for public sentiment) of 
a long-term holding of ours – Marico – has closely followed 
improving ESG disclosure (a very crude proxy for ESG 
performance). We continue to work to understand the most 
effective ways of capturing both ‘performance’ and ‘perception’ 
in our markets. 

These findings also remind us of the value creation potential 
of engaging with companies who are still on the ‘ESG journey’. 
Pushing for improved performance of material issues should 
ensure improved sentiment and performance follows. This is 
an area of our investment approach that we continue to build 
upon (we cover this in more detail below). 

Marico ESG Disclosure and Earnings Multiple

Source: Factset, Bloomberg, Arisaig Partners
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Hands-On Investing

Evolution of ESG at Arisaig

At Arisaig Partners we have long believed that the systematic 
inclusion of ESG factors into portfolio decision-making 
enhances returns. In the early days this entailed a heavy focus 
on governance practices, which at that time were existential 
threats to companies. Fortunately, we haven’t had to visit the 
graveyard of emerging market governance scandals for some 
time – the last instance was a Hong Kong jewellery business 
back in 2009.  This we at least in part credit with a continually 
enhanced approach to governance assessment, which 
remains the starting point of any due diligence process we 
conduct today. We cannot capture everything, but through a 
clear process we hope to avoid the worst of it. 

This has also coincided with a change in approach to 
sustainable long-term investing. In the throes of the Global 
Financial Crisis a decade ago, we began to systematically 
integrate environmental and social factors into our research 
process. Since then, we have worked each year to improve our 
approach to ESG research to ensure it is fit for purpose for the 
idiosyncrasies of long-term investing in emerging and frontier 
markets.  

This evolution in our approach mirrors an underlying 
improvement in understanding and appreciation of ESG 
issues and their ability to enhance value. This is perhaps best 
demonstrated through the drastic change in tone and content 
of two engagement letters we sent 18 years apart to one of our 
long-term holdings, Indian consumer goods company Dabur. 

The most recent development in terms of our ESG approach has 
been the identification of a universe of stocks that we believe 
are able to go beyond just the integration of ESG through the 
delivery of positive externalities – both environmental and 
social – in their business practices. After two years of work in 
this area, we believe we have found enough of these to justify 
a new fund that specifically seeks to invest in this theme. We 
discuss this in more detail below. 

ESG Approach

In practical terms, we approach ESG in three stages:

1. We conduct targeted research to Understand the key 
issues that face our universe of stocks;

2. We analyse these issues at a company level through a 
range of tools and frameworks and Integrate the outputs 
into our live due diligence reports;

3. We Engage with our holdings on the most pertinent 
issues in an attempt to steer them towards both improved 
disclosure and practice.

This last stage of company interaction in turn delivers new 
insights that help improve our understanding and thus 
completes the circle. Our long-term investment horizons 
provide us with the opportunity (and indeed, as we see it, our 
fiduciary duty) to use this iterative process to make a positive 
change to the practices of the companies in which we invest, 
to our mutual benefit.

Engagement Letter Sent to Dabur in 2001 

Objecting to this consumer goods company using its balance 
sheet to invest into an unrelated insurance company

Evolution of ESG Approach at Arisaig Partners

Winner of Responsible 
Investor award

Arisaig Partners founded. 
Strong focus on management 
quality and ‘EM portfolios that 
allow you to sleep at night’

First engagement 
letter sent to company 
management

Integration of CG 
Checklist into 
investment process

Began integrating E and S factors 
into our investment process. 
We also commissioned external 
research on water stress in Asia

First PRI 
Assessment 
Report completed 
(A/A*/A*)

Launch new 'Stewardship 
Module' on internal 
modelling system

Launch of Arisaig Next 
Generation Fund, 
aimed at delivering a 
net positive impact 
in public equities 
with compounding 
business models

Arisaig is the first EM manager 
to become a PRI signatory

Convened ESG Forum on the 
retail space in South Africa

Published our first 
ESG Review and 
shared it widely

2009200319981996 2010 2012 2014 2015 2017 2019 2020

Engagement Letter Sent to Dabur in 2019 

Encouraging gender equality practices and 
improved digital readiness

Our ESG Approach
Arisaig ESG Review 2019
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ARISAIG PARTNERS

This approach is delivered daily by our entire 21-strong investment team. They stay 
very close to the consumers, markets and companies under their coverage, building 
strong relationships with the relevant stakeholders in each. We place great emphasis 
on ‘boots-on-the-ground’ deep-dive research, believing there is little room for 
alternatives in the often opaque and volatile world of emerging markets.

We continue to support the team with the training and development required to 
excel at their jobs. This includes enrolling all of our analysts in ESG courses to ensure 
they have the tools they need to effectively integrate ESG into their research streams.

The Team 

Our Investment Engineers:

Ting Ting Low
Investment Engineer

Arunkumar Rajan
Investment Engineer

Tan Xin Ru
Investment Engineer

Joel Ng
Head of Investment 
Engineering

Our Heads of Research:

Gordon Yeo
Head of Research
Asia Fund, Partner

David Lanning
Head of Research 
Next Generation 
Fund, Partner

Francis Harcus
Head of Research 
Africa Fund 

Alice Townshend
Head of Research  
Latin America Fund 

Charlie Carnegie
Head of Sustainability 
Research

Hugo Robinson
Head of Research
Global Fund, Partner

Our Analysts:

Amitoj Saini
ASEAN

Aline Falchetti
Latin America

Desmond Tan
China

Jack Wakefield
Latin America

Jen Jiang Zhen
China

Manya Mishra
India

Vatsal Mody
India

Anmol Verma
Impact

Alan Healy
Africa

Steven Bryce
Global

Max Percy
Africa

Our 360˚ due diligence process is aimed at filling in the 
large gaps in understanding which publicly disclosed 
filings leave open. We strive to build an in-depth 
knowledge of the sustainability of each company’s 
business model, which involves going beyond the 
reported numbers and analysing the perspectives of 
a wide group of stakeholders, including promoters, 
management, employees, former employees, suppliers, 
customers and competitors.

Our four investment engineers perform an important 
role in the development of additional tools to support 
our ESG research process. 2019 saw the release of 
several of these, including an engagement tracking 
tool, a sustainability risk management framework 
and an online version of our corporate governance 
checklist (see Integrate section on page 11 for more). 
These are all helping our analyst make better-
informed decisions and direct their engagement 
efforts most effectively.

Planting the Seed of Sustainable Growth –  
A Visit to Future Consumer in India

360˚ Research
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Key Efforts in 2019 Our Responsible Investment Partners

1. Updated our ESG and Proxy Voting Policies – these 
updated documents are both available on our website. 

2) Reviewed our Exclusion Policy – we tightened the 
wording of our exclusion policy during the year to clarify 
that we will not invest in mining, fossil fuels, defence, 
pornography, gambling or tobacco. In addition, we created 
an alcohol-free share class for our Asian Consumer Fund, 
allowing investors with a restricted mandate to access 
that product.   

3) Refreshed our internal stewardship frameworks – we 
updated our corporate governance checklist, redesigned 
our sustainability risk assessment framework and built an 
engagement tracking tool (more on these below). 

4) Signed up a new third-party sustainability partner 
– in early 2019 we became Alliance Members of the 
Sustainability Accounting Standards Board (SASB - 
more on them in the table below). SASB’s sector-based 
materiality approach to sustainability reporting dovetails 
well with our bottom-up framework. Its reporting 
standards are a great starting point to improve disclosure 
levels amongst our holdings. 

5) Joined two sustainable investment organisations – 
during the year we became members of both the Asian 
Corporate Governance Association and the Institutional 
Investors Group on Climate Change (more on both below). 
We believe that both organisations can add clout to 
our ‘Understand’ and ‘Engage’ stages to deliver better 
outcomes for our investments.  

6) Developed a pioneering positive impact portfolio –  
David Lanning has been leading a research initiative into 
the opportunity to deliver impact (i.e. positive externalities) 
within publicly listed emerging market equities. After 
two years of research he and the team have identified 
a portfolio of companies – all of which have similar 
characteristics to those we are very familiar with in our 
existing portfolios – that are able to make the world a 
better place as they grow. This will be open for external 
investment in early 2020. 

7) Created an inaugural Climate Policy – we drew up our 
first policy report outlining our approach to climate change, 
both in terms of internal operations and at the portfolio 
level. To support this, we brought in South Pole, a climate 
research and consulting specialist, as a partner. 

8) Attended and spoke at industry events – complying 
with Principle 4 of the PRI we shared our responsible 
investment experience and methodologies with the 
investment community. 

9) Delivered several successful engagements with portfolio 
holdings – we are pleased to report several successful 
engagements during the year which we believe have  
added fundamental value to companies whilst also  
having positive effects on wider stakeholders. 

In 2019 we undertook several initiatives to enhance our approach to ESG. 
Some of the highlights are as follows:

Principles of Responsible Investment 

Arisaig Partners has been a member 
of the United Natons-led working 
group the Principles of Responsible 
Investment (PRI) since 2010, one of the 
first emerging market managers to do 
so. The PRI is the world’s preeminent 
proponent of responsible investment 
practices, delivering a framework for 
ESG incorporation into investment 
analysis and ownership practices. 

Asian Corporate Governance 
Association (ACGA)

The ACGA is a non-profit membership 
organisation dedicated to improving 
corporate governance standards 
across Asia. They provide research 
on the governance standards across 
12 Asian markets alongside an 
experienced advocacy program that 
works with local regulators, stock 
exchanges and institutional investors. 
Additionally, we gain access to a 
membership network which we can 
use to collaborate on company-
specific engagement issues.  

South Pole

South Pole is a leading climate 
sustainability solutions provider.  
They provide a variety of support 
services including carbon offsetting  
of our internal operations, portfolio  
risk assessments and climate  
risk consulting. 

Sustainability Accounting Standards 
Board (SASB)

The SASB was founded in 2011 as a 
non-profit organisation to develop 
sustainability accounting standards. 
Its focus has been on identifying the 
most financially material sustainability 
issues that affect each sub-industry. 
These were codified into reporting 
standards in 2018 and are now being 
rolled out globally. These condensed 
but impactful reporting requirements 
are a great starting point for many of 
our emerging market companies. 

Trucost

Trucost is a research company that 
specialises in assessing the risks of 
climate change. We have been using  
them for a number of years now to 
conduct carbon foot-printing of our 
portfolios, which is an important steer  
for our subsequent engagement  
with companies. 

Institutional Investors Group on 
Climate Change (IIGCC)

The IIGCC is a membership body for 
institutional investors to collaborate 
on mobilising capital for the low 
carbon transition. Arisaig Partners 
became a member (joining a 
combined EUR30 trillion in assets 
under management) in June in order 
to improve our understanding of 
climate change engagement and to 
benefit from the IIGCC network to 
bring about the necessary change in 
local markets. 

CDP

CDP helps companies, cities and 
regions disclose their environmental 
footprint across three areas - 
climate, water and forests - allowing 
stakeholders to measure and 
understand their environmental impact. 

ARISAIG ESG REVIEW 2019 13ARISAIG PARTNERS12



During 2019, we continued to build up our 
understanding of the ESG issues which 
most affect our companies. We conducted 
research on impact investing in public 
markets, deforestation in FMCG supply 
chains, re-appraised the single-use plastic 
concern and took a comprehensive look at 
climate risk. 

Understand
Arisaig ESG Review 2019

David Lanning and his team spent two years researching 
the potential of delivering positive impact in public equities, 
and specifically within underserved emerging and frontier 
markets. This was borne out of our experience uncovering an 
increasing number of businesses that were delivering highly 
attractive growth and returns, whilst simultaneously making 
the world a better place. Examples included insect repellents 
in India – critical for keeping mosquito-borne diseases at 
bay – and clinical diagnostics in Egypt – a key mechanism for 
identifying non-communicable diseases early and ensuring 
effective treatment can be provided. We set about learning 
more about the broader potential of these highly scalable, 
compounding impact stories. 

Although there is some cynicism around the extent to which 
impact can be delivered via public equities, we comforted 
ourselves that there were several strong arguments to be 
made for a well-designed and high integrity approach to 
impact investing:

→ Scale of impact – established, profitable businesses on 
the public markets generate impact at a much greater 
scale than the often loss-making, much smaller ventures 
typically backed by existing impact funds. Based on 
our research of the impact investing space globally, we 
determined that it was axiomatic that investors seeking to 
maximise the positive impact of their investments should 
seek out emerging and frontier markets where the need for 
capital is greater, populations are much larger, and lower 
market values produce much higher ‘impact bang for your 
buck’.

→ Permanent capital – being publicly listed provides 
‘permanent capital’ to positive impact businesses, 
enabling them to expand at an appropriate and 
sustainable pace, and not leaving them subject to the 
exit requirements of major investors. Far more capital 
expenditure is carried out on an annual basis by public 
businesses expending ‘permanent capital’; than by private 
companies allocating newly raised capital.

Impact Investing in Public Markets

→ Accessibility – Private markets are the exclusive domain 
of a small portion of institutional investors, often on 
account of liquidity constraints. A far wider pool of 
investors wishes to act with the intention of generating 
parallel financial and social gains; to generate positive 
impact through their capital allocation decisions. Meeting 
the UN Sustainable Development Goals requires the 
participation of a far more mainstream section of the 
capital markets than merely venture capital and private 
equity funds. Providing a relatively liquid and transparent 
public equity impact fund for investors should help meet 
these needs. 

→ Engagement – Exclusion of the public markets from the 
definition of impact investing presupposes that the input 
of investors is purely financial. We believe that through 
constructive engagement we can ensure our input as 
investors amounts to significantly more than simply the 
temporary handing over of our capital.
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One of the great challenges with impact investing – public or 
private – is accurately measuring the impact of a company. 
Data availability is weak – particularly in emerging markets 
– making complex methodologies futile, and potentially even 
deceptive. Instead, we have developed a straightforward 
framework that assesses any companies impact across three 
dimensions (which are broadly aligned with the Global Impact 
Investor Network’s IRIS framework):

a) Reach – how broad is the impact of the company? E.g. 
number of people impacted and historic growth

b) Criticality – who is the beneficiary and how great is 
their need for this positive impact? E.g. Current access to 
healthcare or financial services

c) Effectiveness – how deep is the impact of the company 
in question’s product/service. E.g. quality of education or 
patient health outcomes. 

The culmination of this work is a concentrated portfolio of 
around 20 stocks that we believe can deliver positive impact 
- along the six themes listed below - whilst generating solid 
financial returns to investors. We have called this portfolio 
the Arisaig Next Generation Fund, in a nod to its vision of 
supporting a better future for the population to come. This will 
be going live to external money in March 2020. 

1) Improving health outcomes

2) Increasing the quantity and quality of jobs available  
to people in the developing world

3) Achieving gender equality

4) Improving access to crucial financial services

5) Broadening access and improving quality in the  
education sector

6) Promoting environmentally-friendly alternatives to 
unsustainable consumption or production practices.

We believe this will have positive research outcomes for our 
existing funds, particularly as we identify new business models 
and ESG best practice in our markets. That said, the different 
objectives of the new fund will limit its potential convergence 
with our existing portfolios.

2019 saw alarming images coming out of northern Brazil 
showing the Amazon ablaze. Despite attempts by Brazilian 
President Jair Bolsonaro to deflect the issue – he even 
suggested that the fires could have been started by NGOs 
– it is beyond dispute that the aggressive slash-and-
burn practices of the local agriculture, logging and mining 
industry are at least partly to blame. This annual practice 
was particularly pronounced in 2019, with satellite imagery 
showing the volume of fires up almost 80% on 2018. 

This is sadly part of a wider global issue of deforestation. The 
headline figures here are startling – each year we cut down 
forests the size of the UK, which creates the same carbon 
footprint as the entire EU. Put differently, it contributes to 
10% of greenhouse gas emissions globally each year. This 
simply isn’t sustainable. Local communities, governments, 
corporations and we as consumers must align themselves 
better to address this existential issue. 

As mentioned above, agriculture is a key driver of this, directly 
and indirectly responsible for around 80% of deforestation 
globally. This in turn runs the risk of manifesting within the 
supply chains of some of our portfolio companies. To understand 
which may be most exposed, we can concentrate our focus on 
companies that procure four commodities – cattle, soy, timber 
and palm oil. Combined, these are estimated to contribute 
around three quarters of forest losses globally - the map and 
table below show where this is concentrated. 

We have been aware of this risk for many years and have been 
discussing it with our portfolio companies. Our priority is to 
press the business case for implementing robust sustainable 
sourcing policies. Not only does it ensure higher quality, 
reliable inputs, but it also avoids the significant reputational 
damage to the brands these companies rely upon. 

Deforestation in FMCG supply Chains

Primary drivers of forest cover loss (2001 – 2015)

Source: Curtis et al., Science, vol. 342, Issue 6160

Source: Union of Concerned Scientists

Sample of Arisaig Partners Impact Assessment: Metropolis

Commodity Annual 
Deforestation (Ha)

Major Areas of 
Deforestation

Cattle 2,710,000 Amazon,  
Central America,  
Central Africa 

Soybeans 480,000 Amazon

Timber 380,000 East Cost of North 
America, Europe,  
East Asia

Palm oil 270,000 Malaysia, Indonesia, 
Amazon

Total 3,840,000  
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The sad truth is that the solutions here are far from 
straightforward. Substitution can often lead to unintended 
consequences. For example, many companies found that 
trying to move away from palm oil – following consumer 
backlash - to other vegetable oils resulted in greater land, 
chemical and energy intensity. 

Equally, tracking commodity supply chains right back to the 
source is a mighty task, even for the best funded companies. 
Indeed, Unilever, one of the leading lights in terms of 
sustainability practices, has had to push back its target 
of reaching 100% physically certified palm oil. Bearing in 
mind that this is a commodity for which over 80% of global 
production comes from just two countries – Indonesia and 
Malaysia – the challenge only intensifies for more complex 
supply chains. 

Vegetable  
Oil

Yield  
(Tonne/Ha)

Fertiliser  
(Kg/tonne)

Pesticides  
(Kg/tonne)

Energy  
(GJ/tonne)

Palm 3.6 47 2 0.5

Soybean 0.3 315 29 2.9

Rapeseed 0.8 99 11 0.7

Source: Guardian, RSPO

The most constructive solution is for independent 
certification of sustainably sourced raw materials. If effectively 
implemented, it can bring about great benefits across the 
supply chain. A good example is Fairtrade International, which 
has helped to bring far better standards to several major 
commodities including coffee, cocoa and bananas. In return 
for meeting certain conditions such as no deforestation and 
fair wages for labourers, farmers are guaranteed a minimum 
price for their products to cover their overheads. This has 
proven very popular amongst consumers in the UK and Europe 
– sales have almost doubled to EUR8.5bn in the last five 
years - helping to support the livelihoods and communities of 
millions of farmers. 

This process of certification will take some time. Despite being 
in motion for well over a decade, only around 21% of palm oil is 
certified as ‘sustainable’ by the Roundtable on Sustainable Palm 
Oil (RSPO), while for soybeans it is just 1-2% (under the Round 
Table on Responsible Soy Association – RTRS). Consumer pull 
will be a key driver of this complex, multi-geography, multi-
stakeholder issue, and we are of the view that this is only going 
to grow, powered by the virality of social media. 

On our part, we engaged with some of our most exposed 
holdings recently on this topic of agricultural footprint and 
what they can do to minimise it as their businesses scale. 
The conversations continue, but for the most part, we are 
content that our holdings at least understand this issue even 
if responses vary. 

Footprint of Major Vegetable Oils

The environmental harm caused by plastic waste, in particular the type used within 
fast-moving consumer goods that are used only once, is creating widespread 
stakeholder concern and a rethink in product packaging value chains. An increasingly 
strident policy response is expediting this process, led by many emerging markets 
where local authorities lack the internal resources to deal with plastic waste.

Single-Use Plastics: More of a Waste Problem 
than a Packaging Problem

In India we have recently seen the implementation of an 
extended producer responsibility (EPR) scheme which 
requires companies to re-collect as much plastic as they 
produce by 2021, or risk fines. Meanwhile, China announced a 
sweeping plastics ban beginning at the end of 2020. 

Although these policies have yet to materially affect the 
consumer businesses that we invest in, we continue to build on 
our understanding of this issue and its implications. Following 
conversations with multiple stakeholders in 2019, including 
experts in the field of packaging and recycling, management 
teams of consumer goods companies and retailers, and 
specialist research firms, we have refined our perspective on 
this complex topic. 

Lifecycle Analysis

To really understand the consequences of plastic, it is 
imperative that one considers the full lifecycle of the product, 
from polymer creation to disposal.  It can be easy to forget just 
how effective and efficient most modern plastic packaging 
is. There is nothing that currently comes close to delivering 
the same utility as plastic at the same cost. In terms of total 
environmental footprint throughout the lifecycle, its impact 
relative to alternatives is not as bad as one might assume  
(see summary table below).  

Simplified Rating of Packaging Types

Source: EcoEnclose

Stage in Value Chain Plastic Paper Bio-Plastic

Renewable, sustainably 
grown material

Poor Moderate Moderate

Ability to use  
recycled content

Moderate Good Poor

Energy, resource 
and pollution from 
manufacturing

Moderate Poor Moderate

End-of-life, ability and 
likelihood of being recycled 
or disposed of properly

Moderate Good Poor

There are striking examples of this in the consumer goods 
space, such as the fact that both paper straws and paper bags 
are 3-4x more energy intensive to create than their plastic 
counterparts. Additionally, plastic coating on cucumber 
increases its shelf life by over three times – without it, 
environmental impacts of shrinkage (i.e. the loss and wastage 
of inventory through the supply chain) would be much more 
significant than the fraction of plastic required to coat it. 

Even bio-plastics have their shortcomings when considered 
in this holistic context. Not only do the raw materials (corn, 
sugar cane) have their own footprint, but the recycling of these 
bioplastics requires its own, as yet undeveloped process. This 
can result in a larger full-lifecycle impact on the environment 
than virgin plastic.

Unintended consequences of policy response

Tackling plastic waste remains a big conundrum for policy 
makers. There are numerous unintended consequences that 
could stem from policy responses. For example, a broader 
ban on single-use plastics to include sachets, would have a 
profoundly regressive effect on the poorest consumer groups. 
Based on our conversations in India, the closest substitute to 
multi-laminate packaging currently available is many times 
more expensive. This would add significantly to the price of the 
average INR10 (14 US cents) entry-level sachet, pushing it out 
of reach for many bottom-of-the-pyramid consumers. 
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Emphasis should be on the three ‘R’s’

As mentioned above, finding alternatives to plastic is not 
straightforward. As such, instead of waiting for these to emerge, 
the best strategy for companies that want to build a sustainable 
business model is to focus on the three R’s: Reduce, Reuse  
and Recycle.  

Reduce: consumer goods companies have already achieved 
great efficiencies in terms of plastic use in recent decades. 
For example, a one-litre washing-up liquid bottle uses 64% 
less material than was the case in the 1970s, while a two-litre 
plastic fizzy drink bottle uses 31% less13. That said, there is still 
more fruit to pick here and new technology continues to arrive, 
reducing the need for packaging. As consumer awareness 
of the plastic issue grows, so too does the demand for low-
footprint products, thus creating additional incentives for 
companies to act. 

Reuse: on the consumer side, it can be difficult to find a 
second life for plastic packaging, particularly if it has been 
efficiently designed for a specific purpose. Solutions such 
as Terracycle’s Loop system – which delivers high-frequency 
products direct to consumers in returnable packaging – are 
interesting, but it is hard to see them working in emerging 
market conditions for some time. However, there is significant 
scope for manufacturers to reuse plastic within their 
packaging. For example, major multinationals such as Danone 
and Pepsi have committed to using 25% recycled plastic in 
their packaging by 2025.  

Recycle: this is arguably the key stage in the process as this 
is where the earlier battles are won or lost. Only 14% of plastic 
packaging globally is recycled which simply isn’t sustainable. 
Greater effort is required from all stakeholders to build a better 
solution for this, in particular for small-sized FMCG packaging. 
A move towards more harmonious materials, formats and 
post-use systems will significantly help this (PET bottles, 
despite being vilified are a good example of this potential - 
recycling rates are around 60% in the EU and an impressive 
~80% in India).

Takeaways for our portfolios 

There are lots moving parts to this and multiple agents 
involved in the process (e.g. packaging manufacturers, FMCG 
manufacturers, regulators, municipal services providers etc.) 
that make sweeping conclusions about the right packaging 
solution perilous. It also means we must be cognisant of the 
environment in which each of our companies operate. We 
encourage companies to consider a more holistic view of the 
issue through the following steps:

1. Conduct full lifecycle assessment for all available packaging 
options and seek out the most efficient format;

2. Work (collectively) to build a circular economy for 
packaging – this requires co-ordination between plastic 
manufacturers, brand owners, waste collection operators, 
recycling operators and regulators;

3. Educate consumers on the importance of waste 
recollection and recycling in reducing environmental harm 
and keeping costs down over the long term

We have seen several initiatives from companies we invest in 
around plastic that are noteworthy: 

→ Nestle India – announced that brands including ‘Maggi’ and 
‘Kit Kat’ would become plastic neutral by the end of 2019 
due to waste collection efforts. 

→ Godrej Consumer Products – began collecting plastic 
waste years before it was stipulated by regulators. In 
FY18/19 it collected 40% of its post-consumer plastic waste 
(in equivalent volume) and will reach 100% by March 2021. 

→ Hindustan Unilever – it has committed to two major 
targets for its plastic packaging by 2025: 1) halving the 
amount of virgin plastic it uses in its products; 2) collecting 
and processing more plastic waste than it produces.  

→ JD.com - launched its ‘Green Stream Initiative’ in 2017, 
aimed at reducing the environmental impact of logistics 
activities. By the end of 2019, JD had reduced disposable 
packaging by nearly 30,000 tons. In January 2020 it 
announced a partnership with Coca-Cola to use its reverse 
logistics system to increase recycling rates of plastic bottles 
in China. 

Terracycle’s ‘Loop’ Returnable Packaging Solution
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Transition Risk

At present, the clearest way of identifying transition risk at a 
portfolio and company level is to map out its carbon footprint 
and then apply scenario-based carbon pricing to this (i.e. 
assume that government policy will force companies to pay for 
their carbon emissions in future, thus internalising the cost onto 
the PnL). To support us in this analysis, we recruited South Pole, 
a climate research specialist. Through their analysis of each 
holding, they have helped to identify several firms that had 
particularly high potential revenue at risk. 

On top of this, we used data from environmental footprinting 
specialist Trucost to map out detailed carbon footprint at a 
company and portfolio level. Although we must take this data 
with a pinch of salt given disclosure levels, it does help identify 
which companies are not disclosing sufficiently and also 
benchmark where emissions reside within the value chain.  

In addition, it is important that we consider the direction of travel 
for emissions. Our emphasis on growth businesses means that 
the future footprint of our holdings could be significantly larger 
than it is today in absolute terms if appropriate (ideally science-
based) targets are not implemented. 

Breakdown of GHG Emission by Scope

Understanding Climate Change:  
Assessing Physical and Transition Risk

In early 2020 we published our first Climate Policy. Although we have considered  
the risk of climate change within our portfolios for some time – for example, we  
have conducted an annual carbon footprinting of all our holdings since 2015 –  
we felt we had work to do to deepen our broader understanding of climate risk,  
and indeed opportunity. 

To begin with, it is important to understand the main sources of 
risk relating to climate change:

a) Transition risk 

This is the risk involved with a transition to a low-carbon 
economy. These risks include changes in policy (e.g. 
carbon taxes and cap-and-trade schemes), technology 
developments (e.g. arrival of new low-carbon alternatives) 
and behavioural/reputational effects (e.g. consumers 
adjusting their habits to align with a low-carbon future). 

For the consumer sector, these latter two factors play an 
increasingly strong role as customers shift spending patterns 
towards more sustainable baskets and hold companies to 
account for their environmental cost. The emphasis here from 
companies is on mitigating this risk – and even converting 
it into an opportunity in some cases – through continued 
business model evolution and efficiency improvements. 

Climate-Related Risks, Opportunities and Financial Impact

b) Physical risk

 The environmental impacts of climate change on the planet, 
people and organisations. These can be broken down into: 

→ Acute Risks - dramatic extreme weather events – 
principally floods, droughts, heat waves, tropical storms, 
wildfires;

→ Chronic Risks - the more gradual, progressive effects of 
global temperature increases – principally sea level rise, 
precipitation patterns and heat stress. 

Companies must adapt to this risk in the most effective means 
possible. It is impossible to completely offset such risk (for 
example, a consumer company operating in the Philippines 
must accept that there will be a disruptive annual typhoon 
season), but certain resilience measures can be built into 
operations that will help the business survive the shocks that 
the increasingly volatile climate throws at them. 

Source: Task force on Climate-related Financial Disclosure

Trucost, Arisaig Partners

Within each of these, we have 
created a research workflow that 
enables us to identify where 
material risk might lie within existing 
and future holdings, integrate this 
into our due diligence and engage 
with portfolio holdings where 
we see gaps. With much of the 
background work now complete (see 
below), 2020 will see us prioritise 
this latter stage of the process. 

 Scope 1 Scope 2 Scope 3

S&P EM BMI 29% 21% 50%

Arisaig Combined Holdings 15% 28% 57%

Carbon Footprint* of Arisaig Funds versus Closest S&P Benchmark

*Tonnes of CO2 equivalent per USDm revenue on a fully invested equity-weighted basis (i.e. non-covered companies 
are removed with weighting reassigned proportionally); covers direct and first-tier indirect emissions Source: Trucost, S&P Global, Arisaig Partners
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Physical Risk

Physical climate risk is incredibly complex to model at a global, 
system-wide level. However, two key features of physical 
climate risk are that the effects tend to be geographically 
concentrated and more prone to capital heavy businesses 
(both in terms of physical and natural capital). 

In order to build a deeper understanding of this, we employed 
South Pole to conduct a portfolio physical risk assessment. 
In order to enhance this, we commissioned another third-
party research firm to collect the geolocations of all the major 
facilities of all our holdings – thousands in total. 

The initial results have confirmed our earlier theories around 
exposure, with companies whose business is concentrated in 
markets that are both economically fragile and in the pathway 
of physical climate events scoring the highest in terms of risk 
(measured by revenue at risk). What was also strikingly evident 
was the inflection point in risk to our companies and portfolios 
in a scenario of global temperatures breaching 2°C above pre-
industrial levels. This provides ever greater impetus to manage 
the transition risk associated with keeping emissions pathways 
at levels that avoid this. 

Geolocation Analysis of Physical Climate Risk via SwissRe CATNET Tool

Through our research we have recognised that although our 
sector focus on asset-light consumer businesses helps mitigate 
some physical risk, the geographic exposure of our portfolios is 
more of a concern. The countries seen as particularly vulnerable 
include India, Philippines, Vietnam, Pakistan and Bangladesh.

Source: Factset, Germanwatch, Arisaig Partners, November 2019

* Temperature change above pre-industrial levels

Source: South Pole, Arisaig Partners

*Full-scope emissions of direct operations

Source: Ecometrica, Natural Capital Partners, Arisaig Partners

Arisaig Partners Combined Holdings Weight v. Country Risk Index

Arisaig Partners Combined Holdings -  
Revenue at Risk from Rising Global Temperatures*

Arisaig Partners' GHG Emissions (tCO2e)*

The geotagging of each company’s facilities also allows us to 
dive into greater detail on the specific risks associated with 
each company’s physical assets through the use of online tools 
such as the World Resources Institute Aqueduct Water Risk 
Atlas and SwissRe’s CatNet® natural disaster mapping tool.  
This has helped support more fruitful engagement. 

Internal Efforts

As part of the new Climate Policy, we have beefed up the 
internal policies around managing climate risk, both physical 
and transition. As those who have followed us will know, we 
have been certified carbon neutral in our direct operations for 
almost a decade now. 

We will maintain this practice going forward, whilst also looking 
for improvements in the way we manage our carbon footprint. 
Most important will be the creation of real-time transparency 
and accountability for the emissions we create. We have been 
working with South Pole to identify where best practice gaps 
exist and have put in place plans covering the following major 
sources of emissions:

1) Travel

2) Energy and electricity with our offices

3) Commuting 

4) IT systems

This research has helped us identify where the most material 
physical risk may lie within our portfolios and accordingly, 
where we should direct our engagements. Towards the latter, 
we have put together a physical risk mitigation questionnaire, 
which seeks to understand the risk management practices of 
an exposed company through its value chain. We have begun 
rolling this out to portfolio companies. 

Source: SwissRe CatNet®, Arisaig Partners
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New Stewardship Module

We have recently created three new engagement modules on 
our internal ‘Hummingbird’ system designed to support the 
ESG research process we complete for each company (the 
fourth – a proxy voting tracker – is under construction). We lay 
these out below – numbered in gold. 

Within each company’s microsite on Hummingbird we have a 
‘Stewardship’ tab which houses each of our new modules that 
are designed to enhance our ESG integration and engagement 
process.

Integrate
Arisaig ESG Review 2019

We continue to work on improving 
how we integrate ESG into our 
research process. In 2018 we refreshed 
our proprietary ESG assessment 
frameworks bringing them more into 
line with our investment strategy. 

Arisaig Company-Level ESG Process

Governance

Integration All companies are run through our internally-
developed 70-item checklist that covers shareholder 
rights, transparency and related parties, audit and 
accounting, board oversight, and executive oversight 
and compensation.

All companies are measured and scored against an 
internally-developed framework that identifies the  
5-10 most material 'E' and 'S' risk issues, the best 
practice in risk management and the supporting  
metrics at a sub-sector level.

Output • Score out of 100;
• Identification of red-flag governance issues;

• Sustainability Rating from A-E for risk management 
approach. This is determined by scores across 3 
equally-weighted dimensions:

 – Strategy and Governance
 – Disclosure 

– Performance

Engagement Engagement focused around issues where company 
is not performing in line with global best practice.

Engagement focused around issues where company is 
not disclosing satisfactorily and/or where policy fails to 
meet expectations.

3

  Corporate Governance Checklist1

Environment Social

Sustainability Risk Management 
(SRM) Framework2

Proxy Voting Use shareholder votes to vote behind the best 
practices within the Checklist and engage with 
company where we see gaps.

With the scope to propose agenda items limited in 
emerging markets, the proxy vote has less relevance here, 
but where possible, we will use the opportunity to push 
towards global best practice.

4
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2) Sustainability Risk Management Framework (SRM)

Given the distinct nature of sustainability issues – they are 
typically more qualitative and nuanced - we approach this via 
a separate ‘Sustainability Risk Management Framework’ (SRM). 

Within the world there are numerous environmental and social 
sustainability concerns that one can attempt to understand 
and assess. However, there is growing evidence that a more 
focused, materiality-based approach is the most effective at 
delivering specified outcomes and subsequent returns. 

On the outcomes side, it allows both investors and companies 
to concentrate on the most important deliverables and avoid 
the distraction of the multitude of long-tail risks that can affect 
any business. 

With a greater focus on materiality than our previous approach, 
we set about creating a new framework that took a more 
bottom-up view of the sustainability issues that really matter 
for each sub-sector. We began by taking the Sustainable 
Accounting Standards Board’s (SASB) materiality matrix – see 
to the right a simplified sector-based view of this. 

We adapted this first by re-mapping industry classifications to 
our own internal sector taxonomy. A sample of these is shown to 
the right. This then established an independently verified base 
of key issues (and supporting metrics) for us to build upon.

Dimension General Issue Category Consumer 
Goods

Extractives 
& Minerals 
Processing

Financials Food & 
Beverage

Health 
Care

Infra-
structure

Renewable 
Resources & 
Alternative 
Energy

Resource 
Transfor-
mation

Services Technology & 
Communica-
tions

Trans-
portation

Environment GHG Emissions

Air Quality

Energy Management

Water & Wastewater Management

Waste & Hazardous Materials Management

Ecological Impacts

Social Capital Human Rights & Community Relations

Customer Privacy

Data Security

Access & Affordability

Product Quality & Safety

Customer Welfare

Selling Practices & Product Labelling

Human 
Capital

Labor Practices

Employee Health & Safety

Employee Engagement, Diversity & Inclusion

Business 
Model & 
Innovation

Product Design & Lifestyle Management

Business Model Resilience

Supply Chain Management

Materials Sourcing & Efficiency

Physical Impacts of Climate Change

Leadership & 
Governanace

Business Ethics

Competitive Behaviour

Management of the Legal & Regulatory Environment

Critical Incident Risk Management

Systemic Risk Management

1) Corporate Governance Checklist

The first stage of our ESG process is to address corporate 
governance, as this can be an early decision signal.  

We approach governance through an internally-developed 
global best-practice checklist, which identifies the most 
important issues, much of which is over and above what is 
mandated by local regulation. 

The checklist currently covers 70 items spread across 
shareholder rights, transparency and related parties, audit  
and accounting, board oversight, and executive oversight  
and compensation. 

Each issue is weighted between one (desired) and three 
(critical/red flag), based on a consensus amongst the research 
team. They are then scored in a binary fashion by the covering 
analyst (i.e. a yes/no answer). If a red flag issue (e.g. sizeable 
related-party transactions) is identified within a company, 
the team will conduct careful additional research and require 
a high level of conviction for it to even be considered as an 
investment candidate. 

This has been moved to an online version, allowing us to easily 
track across companies and across time. This will also help us 
to track progress on key governance engagement objectives 
over time (more on this in the Engagement Module section).

Sample Summary Output of Corporate Governance Checklist

Taxonomy Adjustment SASB -> Arisaig (Sample)

SASB Sector Materiality Map (Arisaig Sectors Highlighted in Gold)

Source: SASB, Arisaig Partners 

Source: SASB, 2018

Source: SASB, 2018

Raw Score Out of %
Weighted Raw 

Score
Out of Final Score (%)

Overall CG Score 51 70 73% 109 141 77%

Shareholder Rights 11 12 92% 25 26 96%

Transparency & Related Parties 9 13 69% 24 31 77%

Audit & Accounting 11 14 79% 21 26 81%

Board Oversight 10 15 67% 20 28 71%

Executive Oversight & Incentivisation 10 16 63% 19 30 63%

SASB Industry Arisaig Sector

Household and Personal Products Home and Personal Care

Restaurants Foodservice

Building Products and Furnishings Home Improvement

Apparel and Accessories Apparel and Footwear

Food Retailers and Distributors Grocery Retail

Multi-line and Speciality Retailers Grocery Retail

Meat, Dairy and Poultry

Food and BeverageProcessed Food

Non Alcoholic Beverages

Alcoholic Beverages Alcoholic Beverage

Drug Retailers and Convenience Stores Speciality Retail

Health Care Distribution Consumer Healthcare

Ecommerce

Digital PlatformSoftware and IT

Internet Media and Services

Issue is likely to be material for >50% of industries in sector Material for <50% industries Immaterial for any industries in the sector
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Key Issue E or S Weightage Strategy
Policy/

Disclosure
Performance

Consolidated 
Score

Energy Management E 10.0% 2 1 1

Employee Management S 15.0% 3 2 2

Supply Chain Footprint E/S 20.0% 2 2 2

Product Footprint E/S 20.0% 1 1 1

Packaging Life Cycle Management E 15.0% 2 1 1

Water Management E 10.0% 2 1 1

Waste Management E 10.0% 2 2 2

Grade B C C C

On top of this we added in additional material risks that we 
believed were overlooked. These came from a combination of 
our assessment of the key risks identified by the leading players 
within each sub-industry and our internal understanding of 
material issues on the ground in emerging markets. 

Below we show an example of this risk re-mapping process for 
the Home and Personal Care (HPC) sector. We added in three 
additional issues that we believed were critical to the long-
term success of HPC companies:

a) Employee management – an empowered and engaged 
workforce is critical for most companies. Diversity becomes 
particularly important for HPC where the majority of 
consumers are female. 

b) Energy management – any manufacturing business has a 
carbon footprint (both direct and indirect) that it must be 
accountable for. 

c) Waste management – as the fallout from the 2001 
Mercury poisoning incident involving Hindustan Unilever 
demonstrated, ill-treatment of manufacturing waste can 
result in significant environmental and societal harm. This 
in turn leads to long-lasting reputational damage to a firm 
and its brands. 

Finally, we weight these issues at a sector and company 
level based on our assessment of materiality (derived from 
probability of occurrence and scale of impact).

Once the setup for each company is complete, we run through 
the process of rating its management of each risk across three 
equally-weighted dimensions:

a) Strategy and Governance – does the company have a 
strategy in place to manage this risk and is it suitably 
ambitious in its scope (i.e. turning the risk into an 
opportunity)?

b) Policy & Disclosure – how clear and effective is the 
company’s policy around this issue and are they disclosing 
their approach in sufficient detail?

c) Performance – how well is the company performing 
against its objectives to manage this risk? 

The benefit of this approach is that it does not require full 
company disclosure to register a score. This is important as 
in emerging markets, lower disclosure rates can render data-
based approaches less effective. 

We then define our internal expectations for companies in 
managing each of these material risks, including proposals for 
reporting metrics within each. 

Arisaig Sector-Based Risk Mapping: Home and Personal Care

SRM Summary Page for Hindustan Unilever

Combined, this forms the backbone of the SRM that we apply 
to each company. The covering analyst has the discretion to 
adjust the key issues and weightings for companies that span 
industries (e.g. Hindustan Unilever operating across ‘Health 
and Personal Care’ and ‘Food and Beverage’). 

The scores across these three dimensions feed into a 
consolidated ‘Risk Management Score’ (out of 9) and in turn 
a ‘Risk Management Rating’ (A-E) for each company (see red 
box below). We display a full breakdown of the score in the 
Summary Table (shown below), which allows analysts to focus 
their efforts on the weak spots of a company. Equally, we are 
able to identify (and search via a separate ‘Best Practice Search’ 
tool) the companies within each industry that score best on 
each issue. 

Of course, this will not capture all of the potential environmental 
and social risks and shortcomings of a business. However, 
by focussing on the issues that are most important to value 
creation within each sector and company, we hope to remove 
the friction in the flywheel process described above: by 
understanding the key issues better, we should be able to 
both measure their impact more effectively and target our 
engagement efforts to where we can have the greatest effect. 

Summary Comments

Company: HINDUSTAN UNILEVER LTD Hindustan Unilever has one of the leading sustainability practices within FMCG companies in 
both India and the emerging world. Its employee management practices – in particular gender 
opportunities – are best in class. However there are still areas which appear vulnerable, in 
particular the exposure of the company to the changes in regulation around single-use plastics.

Subsector: Home Care

Year: 2019

Risk Management Score: 4.9

Risk Management Rating: C

Legend: Consolidated Score 0 21 3

Household and Personal Products

Water management

Packaging Lifecycle Management

Product Environmental, Health, and Safety Performance

Environmental & Social Impacts of Palm Oil Supply Chain

Home and Personal Care

Water Management

Packaging Lifecycle Management

Product Footprint

Supply Chain Footprint

Employee Management

Energy Management

Waste Management
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3) Engagement Tracker

A critical step in our ESG process is to fill the gaps in our 
understanding identified through the CG Checklist and SRM, 
and if necessary, to push the company towards better practices 
in the future.  

Although we have been engaging with companies since the 
very beginning of Arisaig Partners, we lacked the necessary tool 
to audit the process. The Engagement Tracker was launched to 
rectify this. Aside from logging all our engagements and tracking 
progress, we hope to become more effective in proactively 
establishing engagement objectives across teams. 

Engagement Areas and Issues

We define an engagement as: an interaction with a company 
that has an explicit, predefined objective. This is distinct from 
a routine company meeting in which we discuss the latest 
strategy or hear about ESG developments. 

Our engagements can be broken down into three broad areas:  

Engagement Area Description Examples

1. Strategy Engagement in which we seek to steer the long-term 
strategic direction of the business

→ Pushing for change in company’s digital strategy 
→ Introducing a marketing agency to improve branding

2. Governance All matters related to the governance policy of the company 
and the alignment of interests between all stakeholders in 
the business. 

→ Shareholder rights 
→ Executive remuneration 
→ Board oversight 

3. Sustainability Everything related to a company’s ongoing management of, 
and access to environmental and social resources. 

→ Probing a company’s approach to e.g.: 
 – Climate risk 
 – Health and wellness 
 – Employee rights 
 – Packaging lifecycle

Within each of these three ‘areas’ we have a range of pre-
defined ‘issues’ with which we tag each engagement. This 
includes around 30 material sustainability issues from the SRM 
framework, as well as five broad governance issues that we 
assess each company against (e.g. executive oversight and 
incentivisation; board oversight; transparency and related-
party transactions). 

This allows us to better track progress and share insights 
gleaned from individual engagements across the whole team – 
for example, we can look up how we have approached a similar 
issue in the past or within a different geography. 

Throughout the year, our 
teams spent a significant 
portion of their time 
conducting engagement 
projects with our holdings. 
These had the objective of 
both raising awareness of the 
most pressing ESG issues 
and steering them towards 
the best practices that we 
have identified globally.

We see this as arguably the 
most important area of our 
ESG approach as it goes 
beyond the academia and 
helps to deliver tangible 
results, which we believe 
should help deliver more 
sustainable financial returns 
over the long term. 

All analysts are reviewed 
against their engagement 
efforts as part of their annual 
performance assessments. 

Engage
Arisaig ESG Review 2019
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and Board roles. We have sympathy for this, as an issue as 
deep-rooted as this cannot be solved overnight. However, 
we do believe  it could be doing a better job at curating 
its own pipeline – for example ensuring that more of its 
specific internal functions than research (25% women) 
and marketing (19%) have even token levels of female 
participation, as well as proactively re-hiring women who 
take short career breaks for childcare.

Outcome: Successful ● In February 2020 the company 
revealed its first public commitments to sustainability and 
defined its focus areas. These are broadly in line with the 
key issues that we had discussed with management. Most 
encouraging is the discovery of various hidden efforts that 
have been underway for several years. 

The one key area that we feel is missing is the supply chain 
footprint of the company. We acknowledge that it is more 
challenging to effect change through independent parties, 
but this should be considered within the next stage of the 
company’s sustainability policy. 

Most of our engagement efforts in 2019 were driven from 
bottom-up initiatives. These are informed by the insights taken 
from our in-house governance and sustainability frameworks 
as well as our deep understanding of the long-term value 
drivers of these emerging market companies.  A few key themes 
for the year were:

1) Gender equality

2) Single-use plastics

3) Deforestation

4) Board oversight

In total we had 108 proactive engagement interactions with 
our holdings in 2019, covering 82% of our firm-wide equity 
assets. Below we highlight the engagement area and progress 
as captured by our internal engagement tracker tool. 

Engagements 
by Area

Breakdown of Arisaig Partner’s Engagements in 2019

Engagements by Progress

Background: Gender inequality is an issue across the 
world, but it is particularly acute in India. The United 
Nations Development Program ranked the country 
132/148 in its 2012 Gender Inequality Index. One of the 
major issues is lack of female literacy and the corollary lack 
of skilled employment opportunities. The result is a dearth 
of females in most Indian corporates, a situation that 
intensifies as you work up the hierarchy. In the consumer 
industry this is particularly concerning given that 70-80% 
of purchasing decisions are being made by women. 

We identified this particular company as being behind the 
curve on this front, with only 6% of its reported full-time 
employees being female and no female representation 
within senior management.     

Engagement: We sent a letter to the CEO of the company 
expressing our concerns over the current situation and 
lack of any public policy to address it. We followed this up 
with a call with the CEO and the head of HR to discuss the 
issue in detail. 

Outcome: Ongoing ● The company explicitly 
acknowledged the issue, although stressed that it is not 
all due to lack of willingness. They have found it hard to 
find qualified candidates for both senior management 

Background: In India we come across some of the most 
forward-thinking businesses one can find in emerging 
markets, often backed by families who think about 
sustainable value creation over decades. This fosters the 
development of some global sustainability best practices 
such as waste re-collection programs and water efficiency 
schemes. 

However, not all companies are as advanced when it comes 
to establishing a clear policy for sustainability and in turn 
disclosing it to external parties. The regulators attempted 
to rectify this through the Companies Act of 2013, which 
made it mandatory for Indian companies to disclose their 
Corporate Social Responsibility (CSR) efforts. However, this 
became more of a distraction from many of the material 
sustainability issues that companies faced. 

As such, we have been in discussion with several of our 
Indian investments about going beyond this and improving 
their policies and disclosure practices on material ESG 
issues. In 2019 we identified this long-term holding of 
ours – a leading Indian packaged food company – as a key 
priority for engagement on this issue. 

Engagement: We wrote a letter to the CEO of the company 
outlining the benefits of creating a sound sustainability 
policy and disclosing this to external stakeholders. This 
included the sharing of global best practices as well as 
introducing the SASB standards for the Processed Food 
industry. We followed this up with conversations with 
the team who are responsible for public reporting and 
communications which ran through the finer details.  

Indian 
Consumer  
Peer Set

% Women 
amongst 
employees

No. of Women 
on Management 
Team

No. of Female 
Board 
Members

Company 1 27% 1 5

Company 2 13% 1 2

Company 3 12% 1 2

Company 4 8% 1 2

Company 5 7% 0 1

Target Company 6% 0 1

Company 6 5% 0 1

Gender Statistics for Sample of Indian 
Consumer Companies

Public Sustainability Commitments Following Engagement

Source: Company Investor Presentation* per Ton / Finished goods

Engagement 

Example 1: Indian Home and Personal Care Company
Key engagement issue(s): Gender

 

Engagement 

Example 2: Indian Packaged Food Company 
Key engagement issue(s): sustainability reporting and disclosure

Outcome success status: Successful ● Unsuccessful ● Partial ● Ongoing ●

Reduce Plastic Enhance the good in the product Utilize renewable energy, reduce 
fuel usage & conserve water

Better human lives  
through nutrition

Work done so far

• 12% laminates reduction  
since 2013-14*

• 20% recycling of plastic waste 
in 2019-20

Our Promise

• Plastic tray removal – 2022

• Usage of recyclable laminate  
– 2024

• Focus on plastic recycling 

Work done so far

• 100% transfat free

• 46% of portfolio with essential 
micronutrients & fortfied

• Increase in whole grain & 
dietary fibre content/serving 
by 10%

Our Promise

• Reduce 5% sugar and sodium 
in bakery – 2021

Work done so far

• 28% usage of renewable power 
in own units

• 30% reduction in fuel usage 
since 2013-14*

• Treated water used for  
green zone

• Rainwater harvesting facility  
in plants

Our Promise

• 50% usage of renewable power 
in own units – exit 2021

Work done so far

• Nutrition programmes in  
4 states

• Fortifying health of  
36,000 children

Employee activities

• Educated people on 
importance of water 
conservation in 12 teams

• Plastic waste collection  
drive across 6 locations
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Outcome: Partial ● We received a written response 
from the CEO outlining the steps the company was taking 
to manage this risk. This included:

1) Switching all of its beef sourcing to a single supplier 
who is deploying a range of technology – e.g. geofencing 
and satellite imagery – to monitor the 90,000 suppliers 
it works with on a daily basis and ensure they comply 
with a range of product integrity goals (including food 
safety, animal welfare and deforestation). This process 
has been audited by an independent company from 
Norway which confirmed a 0% infraction rate in terms of 
purchasing from farms involved with deforestation. 

2) The company launched a plant-based burger which 
scored very well in consumer trial and acceptance. 
Converting a beef-heavy diet towards plant-based 
alternatives will not be straightforward, but creating 
credible alternatives is a very positive step. 

Engagement: After several meetings with senior 
management, we penned a letter outlining where we felt 
the company could improve its disclosure and governance 
practices around its environmental footprint. This included 
proposing the appointment of an executive to oversee this 
area of the business, reporting key metrics in line with 
SASB and linking these back to executive remuneration. 

Outcome: Successful ● We received a very positive 
response from the company and a commitment to improve 
in terms of its sustainability practices and disclosures. A 
subsequent meeting with the CEO confirmed that they 
are working on their first sustainability report, which will 
include a third-party audit. This engagement catalysed 
our decision to make an investment in the company as we 
got comfort that there was strong long-term alignment on 
this key issue. 

The company continues to elicit shareholder views on 
what they can do to enhance long-term value creation 
– including the recent running of a sustainability survey 
– which we believe demonstrates a strong willingness to 
self-improve. 

Background: As discussed earlier in this report, beef 
farming has been a major source of deforestation globally 
and in particular Brazil, where ‘slash and burn’ practices 
were a major contributor to widespread fires in 2019. This 
particular company was identified as being particularly 
exposed to this risk given its proximity to Amazonian beef 
sourcing and the importance of this ingredient within its 
products – beef accounts for ~30% of cost of goods sold. 

Engagement: We wrote a long letter to management (prior 
to the Amazon fires) to raise concerns around a lack of 
stated policy on beef sourcing. We urged the company to 
join the Brazilian Roundtable on Sustainable Livestock and 
to consider the recommendations of Zero Deforestation 
Cattle, a collaborative project between the National Wildlife 
Federation and the Gibbs Land Use and Environment Lab. 
We also stressed the opportunity available to the company 
to take the lead on this issue and create a competitive 
advantage out of a sustainable supply chain. 

Background: The apparel industry has long been 
associated with the heavy environmental and social 
impact of its supply chain. According to the United Nations 
the fashion industry is responsible for 20% of global water 
pollution, and 10% of global carbon emissions – the latter 
equates to more than all of the emissions of international 
flights and maritime shipping combined.

Part of the original appeal of this company was its 
focus on higher quality, more durable products which 
encouraged longer lifecycles (so called ‘slow fashion’). 
In addition, it operates a highly localised supply chain, 
which reduces the carbon footprint of the final product 
while also increasing the accountability for managing 
environmental and social factors (local brand reputation 
becomes dependent on this). 

As a recently listed and still-small business, it was not 
surprising to find that public disclosures around supply 
chain footprint were still modest. Nevertheless, before 
investing in this company, we wanted to get a better sense 
of exactly how it was managing this and what governance 
structures were in place.

Engagement 

Example 3: Brazilian Fast Food Company
Key engagement issue(s): supply chain footprint; deforestation

Engagement 

Example 4: Turkish Apparel Retailer
Key engagement issue(s): sustainability reporting and disclosure; supply chain footprint

Outcome success status: Successful ● Unsuccessful ● Partial ● Ongoing ● ARISAIG PARTNERS36 ARISAIG ESG REVIEW 2019 37



Background: This specific company has several governance 
overhangs which we believe could compromise its future 
success and value creation. This includes the strength 
of the Board and a combined Chairman and CEO role 
(exacerbated by a flaw in the articles of association that 
prevent the Board convening without him). 

Engagement: We collaborated with another large, long-
term shareholder and wrote to the CFO of the company 
to express concerns over the sustainability of the current 
structure. 

Outcome: Unsuccessful ● The response from the 
company was weak and noncommittal. While such 
changes need not happen with immediate effect, the lack 
of openness to discuss the issue and engage with minority 
shareholders was disappointing. We continue to monitor 
this situation and assess alternative engagement routes. 

Engagement 

Example 6: Chinese e-Commerce Company
Key engagement issue(s): alignment of interests; shareholder rights

2. Upgrading the online investor relations portal – Work 
has started work on a new website, due to be launched 
in early 2020. The investor relations portal will be 
upgraded, and the bank of historic financials will be 
updated regularly.

3. Including a Management Discussion & Analysis 
(MD&A) in the annual report – This will give 
management an opportunity to discuss material 
drivers of performance, key business risks and 
strategic priorities.

4. Improving the quality of remuneration disclosure 

The one area of disappointment was that the company 
decided to drop its membership of the United Nations 
Global Compact (UNGC) instead of producing a 
Communication on Progress (COP) report – a mandatory, 
annual, public self-assessment of a company’s efforts 
to align strategy with the UN SDGs. Given the parent 
company’s active membership, we are hopeful that this will 
be reconsidered in time. 

Background: For long-term investors to make informed 
decisions about their investments, they require a certain 
level of transparency and access to key decision-makers. 
When this is absent, trust and accountability break down, 
resulting in a higher discount rate and a compression of 
valuation multiples. 

Following the takeover of this local business by a foreign 
multinational food company, we found that access to 
the company was increasingly denied. This was coupled 
with the fact that disclosure - of both financial and ESG 
information – was totally inadequate for a listed business.

Engagement: We led a collaborative engagement with a 
group of four other investors. We co-wrote a letter to the 
CEO of the parent company which was followed up with 
meetings in both Ghana and Paris. 

Outcome: Successful ● We received a commitment from 
the parent company to improve in the following areas:

1. Hold half-yearly results calls – a call will be held 
twice-yearly to update stakeholders on the business 
performance and strategy.

Engagement 

Example 5: Ghanaian Food and Beverage Company
Key engagement issue(s): sustainability reporting and disclosure; governance and accountability’
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Objectives for 2020

For the year ahead we have two key priorities around engagement: 

1) Drive more top-down engagements – we will be writing 
a series of ‘engagement packs’ on the key ESG issues that 
affect our universe. These will be key internal resources 
for both identifying individual company exposure 
to material ESG risk factors as well as providing the 
necessary supporting material to drive conversations 
with the end-companies. 

2) Further enhance our toolkit to support bottom-up 
engagements – we will continue to work on the tools 
and frameworks we have built on our internal system to 
provide the support to analysts to deliver more, successful 
engagements. This includes creating a new proxy voting 
module to monitor engagements around shareholder 
events and updating the engagement tracker to push it to 
the forefront of analyst workflow. 

Proxy Voting

Proxy voting is a fundamental part of our portfolio management 
process and we seek to vote on all possible resolutions at annual 
general meetings and special general meetings. We see it not 
only as our fiduciary responsibility as a shareholder but also 
an important means by which we can convey our views to the 
board of directors and senior management. Voting season tends 
to be when companies are most open to dialogue with external 
stakeholders, so it is an important window to take advantage of. 

In terms of process, prior to casting our votes, the relevant 
investment analyst reviews each resolution. They are required 
to state their rationale for each decision, which is submitted to 
the appropriate Head of Research prior to the final vote casting. 

If we are unhappy with the resolution that has been proposed 
or believe that insufficient information is provided by the 
company, we will seek further information in advance of 
casting a vote. This engagement can be used to highlight 
any concerns that we may have and may also provide an 
opportunity to convey to the company the rationale behind a 
decision not to support management. In addition, given that 
we are usually one of the largest minority shareholders, we are 
occasionally contacted by the company to seek our opinion in 
advance of a resolution being tabled.

Voting Record of Funds in 2019

Arisaig Latin America Consumer Fund

Arisaig Africa Consumer Fund

Arisaig Global Emerging Market Consumer Fund

NB: Cumulative votes are removed from the count

2019 Voting Record

• We voted at 150 meetings across the four funds (141 in 2018)

• We attended 2 AGMs in person

• We voted on 1,423 agenda items (1,056 in 2018)

• 7.7% of votes were ‘against’, ‘abstain’ and ‘withhold’  
(4.8% in 2018)

In 2019, we voted at 150 meetings across our four funds. 
Slightly under 8% of votes cast were either ‘against’, ‘abstain’ 
or ‘withhold’ (versus 5% in 2018). Although we strive to 

pursue decisive votes (i.e. avoid abstaining), we prioritise the 
engagement around voting decisions to open constructive 
dialogue over longer term improvements in governance.

We engaged with our companies on several issues before, 
during and after our voting decisions. The most important 
themes were:

1) Board Independence (including issue of tenure)

2) Capital allocation

3) Executive remuneration 

4) Reporting and disclosure
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Arisaig Partners has been a member of the United Nations-led working group the Principles of Responsible 
Investment (PRI) since 2010, one of the first Asian-based signatories. The PRI is the world’s preeminent 
proponent of responsible investment practices, delivering a framework for ESG incorporation into  
investment analysis and ownership practices. 

Arisaig Partners is a signatory of:

Singapore
Arisaig Partners (Asia) Pte Ltd 
69 Circular Road #02-01  
Singapore 049423

Tel +65 6532 3378

India
Arisaig Partners (India) Private Ltd 
"One BKC” 510, 5th Floor, C Wing
Plot No. C-66, Bandra Kurla Complex
Bandra (East), Mumbai-400051

Tel +91 22 6864 3500

United Kingdom
Arisaig Partners Research  
Services (UK) Ltd 
Eccleston Yards 
25 Eccleston Place 
London SW1W 9NF

Tel +44 20 3927 4156
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