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Executive summary

Key findings:
–– sustainability seems higher on the agenda for
employees, consumers and investors than for many
boards, and it seems increasingly important to close the
gap. Not least because accessing finance now and in
the future may depend on sustainability issues

The defining business challenge of our time?

–– the momentum behind sustainability is growing rapidly;
companies who move too slowly may be putting their
long-term future at risk and risk losing credibility with
key stakeholders

An expectation of ever-increasing consumer pressure, greater
scrutiny from investors and a very surprising desire for more
legislation: these are some of the headlines from our study of
sustainability in the food and beverage sector.
Interviewees highlight plenty of risk and complexity,
but also plenty of opportunity.
We all know that sustainability matters. The parameters for
the food and beverage industry are set: continue to get it
wrong and our children’s futures may be at risk; get it right,
and you can position your business for long-term success.
But in a consumer world changing at an unrelenting and
rapid rate, corporates must grapple with a hundred and
one competing priorities.
So are we too far off the pace?
Our recent Risk Governance Review suggests we are,
identifying climate change – arguably the heart of the
sustainability debate - as an area that could be far higher
on the board agenda.

–– cost, complexity and contradictions present
significant challenges: a focus on “materiality” will be
key to success

That said, this sector-specific study highlights a great
many positives. The clients we have spoken to are fully
engaged with the issue: and in many ways the industry is
ahead of other business sectors. Driven by consumer and
employee expectations, most companies now have some
form of sustainability policy or strategy. Some are well
established on the road to sustainability, others are
beginning their journey.

–– engagement with governments, NGOs and industry
bodies offers the opportunity for collaboration on faster
and more efficient solutions to sustainability problems
–– there are significant opportunities to deliver cost
savings and revenue growth, improved customer
loyalty and better brand positioning through proactivity
–– reliance on compliance is not enough; creating a
corporate culture around sustainability is essential to
deliver genuine change
–– we haven’t seen much evidence of effective crossindustry collaboration. Is an opportunity being missed?

–– clients expect more legislation, but a large number
welcome a “levelling of the playing field” which comes
from more, not less, government intervention

Whether change is significant and rapid enough is probably
one for other experts to opine. Suffice to say that our study
highlights considerable differences between companies as
they tackle the challenges.

Contents
Executive summary

2

Defining sustainability

4

Rising up the board agenda

6

Who’s driving the agenda?

10

2

Choices: where to prioritise?
The legislative impact
Conclusion

16
21
22

If we hadn’t done anything
we would definitely have
seen some downsides; there’s
an expectation on us from all
of our stakeholders.
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Defining sustainability
We decided to focus this study on a narrow environmental
definition of sustainability, but we know that for most
companies it covers a much wider range of activities.
Indeed, it is often synonymous with corporate social
responsibility. Beyond environmental, biodiversity and
animal welfare issues, companies consider human rights,

community affairs, healthy eating, food security and
responsible alcohol use. For the largest global firms, this
usually takes the form of signing up to some of the
UN Sustainable Development Goals (see chart opposite);
for smaller, more local firms, it tends to be more about
working with local communities and charities.
CLIMATE
ACTION

UN Sustainable Development Goals
Following an analysis of the top 20* food companies, the top three UN Sustainable Development Goals are climate
action, clean water and sanitation, and decent work and economic growth, closely followed by those relating to
hunger, health and responsible production.
*by annual sales

DECENT WORK AND
ECONOMIC GROWTH

NO
POVERTY

ZERO
HUNGER

GOOD HEALTH
AND WELLBEING

CLEAN WATER
AND SANITATION

GENDER
EQUALITY

RESPONSIBLE
CONSUMPTION
AND PRODUCTION

LIFE ON LAND

About the study
Our focus in this report is on the environmental aspects of
sustainability in the food and beverage industry and the overarching implications for those businesses. We want to highlight
the challenges boards and legal departments face as this grows in
importance, and look at ways to address them.
We spoke to legal department heads and senior executives in
companies at all stages of the “field to fork” chain, both publicly
listed and privately owned – representing nearly 600,000
employees and with a combined market cap of over £300bn. We
also consulted members of the financial and investment
community and reviewed recent reports from governments, NGOs
and other stakeholders, to understand what’s driving their
sustainability initiatives, where the industry is focusing its efforts
and what challenges and opportunities it presents to the business.
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QUALITY
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AFFORDABLE AND
CLEAN ENERGY

INDUSTRY, INNOVATION
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REDUCED
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SUSTAINABLE CITIES
AND COMMUNITIES

LIFE BELOW
WATER

PARTNERSHIPS
FOR THE GOALS

PEACE, JUSTICE AND
STRONG INSTITUTIONS
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In our recent Risk Governance Review, we asked clients
to rank “climate events” against other risk priorities. Only
23% stated it as a high priority, compared with 42% citing
cyber risk. Within the food/consumer sector, the figure
was even lower at 16%, and nearly half said they never
received internal briefings on climate risk in their supply
chain. If the board’s top responsibilities are long-term
growth and risk management, we would expect “climate
events” – with their potential to disrupt both the supply of
raw ingredients and local consumption – to rank higher for
food companies.

Climate events

Of course, sustainability is about more than climate events
(see definitions on page 5). If we look further into the Risk
report, we find that food/consumer companies are
concerned about supply chain risk, and the negative
impact on their reputation from supplier activity on the
environment – much more so than other sectors.

Supply chain risk

These results suggest that companies are focusing more
on their own impact on the environment, and risks to their
reputation, and less on the potential impact of a major
climate event on their operations. This sector-specific
study confirms this, with most respondents citing supply
chain issues as the top sustainability priority.

% of boards identifying top business risks:
23%

50%

Average overall

16%

50%

Food/consumer sector

Top business risk: Climate Events

% of boards identifying top business risks:
39%

100%

Overall

75%

100%

Food/consumer sector

Top business risk: Supply Chain risk

Reputational risk from supply chain impact on
environment
% of boards identifying top business risks:

Source: Eversheds Sutherland Risk Governance Review, 2019
25%

100%

Overall
50%

100%

Food/consumer sector

Top business risk: Reputational risk from negative impact on the
environment by company or supply chain

It’s hard to avoid the importance
of putting sustainability higher
up on the agenda
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Variable pace of change as boards address sustainability
Sustainability as
a board priority

High and well established

Average adoption curve

High priority
 on board’s agenda / exec sponsor
 commitment to key goals / targets
 influences decisions (as long as not
against strategic objectives)

Growing priority

 firmly in company DNA

 not wanting to be in the vanguard

 long-established priority

 but recognise a need to act

 central to decision making

 reacting to external pressure

 major capital investment

 limited resource to allocate

 anticipating next trend

Sustainability = potential opportunity
Innovator

Early adopters

We’re a private family business,
and quite simply, it matters to
the family owners and main
board – it’s a stated intent and
strategy alongside, almost on a
par with profitability. We have
a big sustainability conscience,
we’re keen to run alongside
anything we do.

It’s a question of where
the board wants to
position us as a brand.
Do we see sustainability
as one of our key values
and an area we want to
promote externally and
dedicate more resource
to internally? These
are questions that are
ongoing at the moment.

Sustainability = potential threat
Early majority

Late majority

Laggards

This “adoption curve” illustrates the different stages companies might be at in their journey towards sustainability.
Of course, it’s not a precise judgement: some felt they were early adopters in one area (e.g. biomass energy),
but laggards in another (e.g. use of plastics). But most were clear about the need to move faster along the curve.
Sustainability is on the board agenda for everyone, but at
varying levels. For recent start-ups, and for family-owned
firms with a long-term view, it ranks on a par with
profitability and financial sustainability. For these
companies, it’s in the corporate DNA, it’s central to
decision making and takes priority over short-term
profits, with KPIs on a par with financials. If we apply a
classic “adoption curve” to sustainability, these would be
the innovators.
Among the early adopters and the early majority, there are
the global multinationals who have signed up to the
UN Sustainable Development Goals (see above), and
other large corporates where it’s already high on the
agenda. They have clear goals, it’s part of their brand
values and there’s an executive sponsor at board level. For
these businesses, our respondents said, the time and
investment given to sustainability will continue to increase.
For others, coming later to the issue, there’s a recognition
that they need to do something: as one respondent put it,
it’s been “kicked up the agenda for the board.” But
resources are tight and the board is likely to have more
pressing priorities – they will support initiatives that are
both “the right thing to do and make good business sense
as well as making good community sense.”
This alignment of sustainability programmes to established
business priorities was a common theme for many
respondents: “Things will only get signed off by the board
if they’re sensible and won’t jeopardise our strategic
objectives around profitability and sales.“
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While none of our respondents saw sustainability as a
threat to their business, a few observed that companies in
the middle of the supply chain, with thin margins, and
reliant on cost as their competitive advantage, might
struggle: “Polarisation is happening across the industry,
you’ve either got to be in line with this way of thinking or
you won’t be around for much longer. Your USP as a
medium-sized company might be cost, you might be
much cheaper than everybody else but you’re not paying
any attention to the sustainability of your business,
including energy consumption and so on.”
Most respondents saw this as more than a risk governance
issue for boards. Many stressed the importance of
embedding sustainability in the culture of the business
– “in order for any of this to be successful, it has to be
genuine and authentic.” For some global brands, “it’s
already an important component of the culture;” for a
UK-based beer and pub business “there’s a culture change
of trying to do this because it’s the right thing,” rather than
simply to save costs, but “we’re not there yet.”

All senior leaders
and directors have
in their objectives, a
net C02 reduction –
alongside gross profit,
working capital and
net operating income.
Everyone from the
chairman right down
to production manager
level – it is big and
headline for us.

If you embed it in the culture, it generally
does happen. If you don’t communicate
it properly and don’t remind people, it
tends to get stuck in the drawer.
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While several companies stated they were acting on
sustainability simply because “it’s the right thing to do,”
almost all confirmed that it’s their traditional
stakeholders who are driving the push for sustainability,
and boards need to understand their (often
conflicting) motivations.
Predictably, for a consumer-facing industry, customers
topped the list; but employees and investors are also
putting pressure on corporate boards to pay more
attention to sustainability.

The customer: cost- conscious but keen
to embrace sustainability and confused
by choices
Almost all companies we spoke to cited consumer
pressure as the primary driver. Consumers in turn are
influenced by media coverage (the Blue Planet effect)
and by NGO activity (see page 14).
According to the 2019 Edelman Trust Barometer, trust
in the food and beverage industry “to do what is right” is
improving, up 5% at 68%, but there are three
subsegments where trust is declining – fast food, food
additives and agribusiness. These suggest an increasing
concern from consumers about what goes into their
food, and what it’s doing to the planet. Research from
Pro-Carton shows how concerns about packaging, too,
affect buying decisions.
The paradox here is that many customers appear
reluctant to pay more for sustainable food: they support
sustainability but value for money is still the key driver.
“People want to go to a company that is doing the right
thing but they aren’t willing to pay more,” said one
respondent, a view borne out by the BBC’s Food
Programme when surveying shoppers in a “vox pop”
study. 82% of companies surveyed by the Business
Benchmark for Farm Animal Welfare (BBFAW)
“identified customer willingness to pay as a barrier to
adopting higher standards of farm animal welfare.”
Nonetheless, while some firms emphasise they have a
“broad customer base” driven by value for money, they
acknowledge there is a small but highly influential
market that is pushing the sustainability agenda. These
customers are willing to pay a premium for sustainable
products. They are also the early adopters creating the
momentum for greater sustainability.
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There is no stakeholder
who doesn’t have a view
that this is something that
should be a part of how
we are measured.

Businesses that are just
making token gestures
to sustainability will
increasingly be found out.
The scrutiny that comes
from social media and
heightened consumer
engagement means
sustainability initiatives
that are poorly thought
out or plain misleading,
will be quickly highlighted.
The reputational
damage of sustainability
commitments that are
bogus or ill-conceived can
be hugely damaging.
Andrew Terry, Partner, Head of
Intellectual Property and Media,
Eversheds Sutherland
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What’s in a name?
Labels, claims and
small print confuse
the consumer
Labelling is another issue that preoccupies
consumers. In the past the focus may have
been on health and diet but several
companies expect that customers are going
to look more closely at labels and marketing
claims relating to sustainability. One global
brand owner suggested this would include
details of how much energy has gone into
the product. This is an area that involves
in-house legal teams, and several
respondents stressed that this is going to get
tougher. Clarity is needed: the BBC Food
Programme vox pop study revealed
shoppers’ confusion and cynicism about
sustainability claims. This includes frustration
with knowing what is, and is not, recyclable.
The Sustainable Food Trust has highlighted
how difficult this will be due to the diverse
methods used to measure food sustainability.
As one in-house lawyer put it, “generalised
green claims are fluffy and might not mean
what they [consumers] think they mean.”
With varying standards and multiple sources
of certification, it’s an area where our
respondents agreed that in-house legal
teams need to be proactive to bring much
needed simplicity and clarity.
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And in many cases sustainable food may be cheaper: more
efficient energy usage, lighter, smaller packaging can bring
costs to the consumer down. One respondent stated that
while cost will always be an issue, “for the most part the idea
that sustainability is costly either to the company or the
consumer is a myth.”
The opportunity is there for businesses to meet the changing
expectations of consumers – even to influence them. But
consumers can be unforgiving and firms whose actions do not
match their sustainability claims will find their reputations – and
their revenues – at risk. In the words of one of our respondents,
“social media enables product boycotts very easily.”

The huge area will be claims that are
made [advertising/reporting] whether it’s
claims from WRAP, or the very complex
carbon emission / trading, or on-pack
claims. We’re entering a phase where
consumers will be reading the small print
like they’ve never read it before.

In a consumer-facing sector
with inevitably hard to
earn profit margins there is
something of a perfect storm.
From plastic to allergens,
“green planet” and “blue
planet,” there are more
challenges than perhaps ever
before and few easy answers.
David Young, Partner, Head of Food and
Beverage Sector, Eversheds Sutherland

The changing habits and
behaviours of our consumers
is our biggest business risk.

As in most businesses,
the end consumer is what
drives your product and
as consumers become
interested in recyclable
packaging and so on, you
have to satisfy their interest.

It also offers the potential for competitive
advantage and brand differentiation: “We’re
looking at what claims and labelling can we
take advantage of to help drive some
additional value out of the good work that
we’re doing, and how can we appropriately
communicate that work to consumers.”
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NGOs – a strategic
choice in stakeholder
engagement:
collaborate, consult
and communicate
NGOs (and some government bodies) play a
crucial role, shaping consumer opinion and
behaviour. Most large companies we spoke to
actively engage with them. Some encourage
stronger engagement even when it feels
uncomfortable.
NGOs will often be at the forefront of
initiatives, bringing issues to the attention of
the press and the public; but in some cases,
they may have their own agenda, not
understand the full implications of their
recommendations, nor recognise the realities
and complexities of business. By engaging
with them, companies will be in a better
position to educate and work in partnership
with them, rather than battling against them.
Most NGOs appreciate this, said one firm,
because “a lot of people give them the cold
shoulder.” It need not be a bi-lateral
approach: organisations such as the Food
and Land Use Coalition bring together
partners from the private and public sectors
to connect and collaborate.
Another challenge for firms is in reconciling
different demands and expectations. Two
respondents commented on how NGOs
seem to be more concerned about farmers in
developing countries than those in the UK.
Another highlighted how NGOs can imply
wrongdoing even though all laws are being
complied with.
The upshot of all this is that NGOs are often
the heralds of impending legislation. Oxfam’s
“Ripe for Change” report calls for new
regulations in both producer countries and
consumer countries. The EAT-Lancet report,
Food Planet Health (2017-19) provides
another example: their report focuses on the
start and end of the food chain, setting targets
to improve production (and save the planet)
and to change diets (to improve consumer
health). Some of these targets – such as
cutting meat consumption – are also taken
up by the Net Zero report from the UK’s
Committee on Climate Change.
It’s essential for food and beverage
companies to know what NGOs are looking
at; boards then have a strategic choice to
make in how to engage with them.
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Employees – two generations for
whom sustainability is non-negotiable,
and the challenge of creating a
sustainability culture
Most companies also stressed that employees had a major
influence on their approach to sustainability. This is supported
by data from the 2019 Edelman Trust Barometer, showing that
over two thirds of employees expect their employer to share
their values, have a “greater purpose” and “address social
problems.”

Investors – interest in sustainability is no
longer confined to ESG funds
According to the investors we spoke to, risk management
has traditionally been the primary driver of investors’
interest in sustainability, but this is now changing. For
example, The Business Benchmark on Farm Animal
Welfare (BBFAW) – an established global measure for
investors - shows that an increasing number of investors
also see a strategic opportunity in improving farm animal
welfare, with the potential for new products, brand
differentiation and reputation enhancement.

Employees want to feel pride in their company, to know that
they are doing the right thing and have a purpose higher than
pure profit. As companies compete for talent at all levels this
can become a key “employer brand” differentiator. Firms that
already have (and live) these values have an advantage here –
“it favours us because that’s what we do anyway.” Numerous
studies demonstrate that a more engaged workforce – whose
values are aligned with their employers’ – is more productive.
Respondents also mentioned, however, some of the
challenges they face with a large, often dispersed, workforce.
Just as most consumers might like the idea of sustainability
but are driven by cost, some employees may struggle to
support sustainability initiatives if they conflict with other
priorities or an established way of working. This is where
corporate culture plays a role. Brewing firms spoke of trying to
make it “exciting and appealing to people” and adopting a
“hearts and minds” approach to driving changes through a full
suite of communications, and support activities to ensure best
practice is adopted across their estates.
Firms with an established franchise model have an even harder
challenge; they have no direct control over the franchisee
whose primary motive is likely to be a profitable business:
“more than other businesses we have a massive obligation to
be able to evidence the benefits of this on the bottom line,”
said one.
As with consumers, matching words and actions is key to
maintaining employee trust. One respondent highlighted how
data protection is a higher priority because getting it wrong
leads to fines, whereas corporate sustainability is “lower down
the risk profile.” The language used internally matters too,
whether in corporate communications or informally. Terms
like “non-financial metrics” risk sounding irrelevant, according
to the World Business Council for Sustainable
Development. Making a distinction between “woolly
measures” from the CSR team and hard numbers from finance
risks creating the perception that sustainability is the “fluffy
side of the business,” separate from (and less important than)
areas such as marketing, sales and production.
“There are two generations of employees now for
whom these values are not discretionary.“

It’s coming from all investors, not just ESG.
They see a risk in companies that aren’t being
proactive in managing energy usage - costs are
forecast to increase by close to £1m in green
taxes - and an upside if you are investing and
you are becoming more profitable.

The BBAFW ranks companies in six tiers, ranging from leadership,
through to “no evidence on the business agenda.” Of the 155 companies
ranked in 2018, nearly half were in Tier 5 & 6. Investors are increasingly
looking at benchmarks like this to evaluate one business against another.

The Business Benchmark on Farm Animal Welfare is sponsored by Compassion in World Farming and World Animal Protection and is delivered by Chronos Sustainability Ltd.

Companies don’t tend to see a conflict between
sustainability and investor expectations: one FTSE 250 firm
said, “from an investment case perspective, just because
you’re looking at sustainability long-term doesn’t
necessarily mean that you’re going to be reducing your
short-term value.”
If sustainability initiatives drive revenues (e.g. premium
prices) or save costs (e.g. energy reduction), investors will be
supportive. They also want to satisfy themselves that
companies are not creating a reputational risk by engaging
in practices which though legal may be perceived as
damaging. For example, one analyst talked about the
reputational and legislative risks around how companies use
the big five ingredients – fat, salt, sugar, alcohol and caffeine.
The challenge lies in measuring and reporting, which is a
major issue for investors. The BBFAW report states “the
quality of performance reporting – in terms of consistency,
comparability and coverage – is still not fit for purpose.”
Many of our interviewees highlighted how hard it is to
measure some of the sustainability activities. For companies
who are struggling with this, the World Business Council for
Sustainable Development has produced a handbook that
some may find useful.
According to a recent Harvard Business Review article
– “The Investor Revolution” - investors want companies
to focus on “materiality.” This means identifying those areas
that will affect a firm’s valuation, rather than following an
ill-defined wish list of aspirations. The article also
highlighted numerous studies showing that firms with high

ESG ratings outperform the lowest rated firms by significant
margins. It also mentions two other issues of key interest to
boards: activist funds are increasingly interested in this
topic, and investors are looking at how well directors are
fulfilling their fiduciary duties around sustainability.
For private companies the views of institutional investors
may be less important, but respondents suggested that
sustainability will increasingly be a key focus when valuing a
business and in particular during the due diligence process
in any sale or merger.
In short, sustainability is now high on the agenda for
mainstream investors, and boards need to convince their
shareholders that they are on top of this.

An increasing number of investment
funds apply Principles for Responsible
Investment and are monitoring ESG
performance. Accordingly, to appeal
to the widest audience of investors,
public companies need to pay more
than lip service to ESG matters.
Aleen Gulvanessian, Company Commercial
Consultant, Eversheds Sutherland

15

Re-shaping your business
The impact of sustainability on the food and beverage sector

Re-shaping your business
The impact of sustainability on the food and beverage sector

Planet

Choices: where
to prioritise?

diet
Re-forestation

Water

Sustainability

Supply chain

Recycling

Carbon emissions
Packaging

Food miles

Plastic

Anaerobic digestion

Environment Wind farms

Circular economy

Biodiversity

Community

Nutrition

Climate change

Food waste

Animal welfare
Biomass Energy Solar energy
Regenerative agriculture
geothermal Renewables

Plant-based packaging
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Energy use/carbon emissions: a real
opportunity for cost savings, but new
investment required for longer term returns

Priorities: maximising
opportunity and minimising
risk in the supply chain,
energy and packaging

The wide definition adopted by most companies means
that in theory they have sustainability initiatives in all areas.
In reality, most focus on a narrower range of four to six
issues and these would depend on where the company sat
in the food chain – at the production end or the
consumption end.
Common to almost all, however, were three key areas: the
supply chain, energy and packaging.

Food provenance and supply chain: a call
for greater transparency and collaboration
Originally driven by food safety legislation, all respondents
highlighted this as a key area. It also featured highly in our
Risk Governance Review. Companies and investors alike

For the next
five years,
given what we
have planned,
it will become
a much more
discerning
requirement
for our
suppliers – a
growth area
in the next
five years.
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see it as a source of operational and reputational risk.
Managing a complex supply chain effectively means
ensuring sustainability criteria are met at all levels,
minimising the risk to reputation or operations. Larger
firms can play an important role in influencing the industry
and collaborating with their suppliers to improve
sustainability – “we are using our buying power to push the
market in a certain direction.” Some, however, saw
potential resistance from suppliers, particularly smaller
ones – “I’m sure we will come across some hurdles
where suppliers who may not be willing to do what we
want them to do.”
The question of supplier contracts came up frequently. For
many companies this is a new area, and sustainability is not
included as an issue in their supplier contracts at all,
though they acknowledged this should change; for others,
there’s a general request to adhere to a sustainability
policy, but nothing formal – “they are more spirit and
intent rather than binding.” For the largest firms where
sustainability is firmly established, contracts already
include tight controls to audit and check their suppliers.

No. of food and beverage companies

We asked clients where they were putting the most
resources into sustainability efforts. With the need to focus
on materiality – where they will have the most impact on
both valuation and on the environment – companies need
to prioritise from a long list of options.
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Target date for 100% renewable energy

Source: RE100, based on 22 food and beverage companies
22 food and beverage companies around the world, ranging from
multinationals to local businesses, have signed up to RE100, committing to
using 100% renewable energy by a certain date. A similar review of the top
20 food businesses globally (by sales) showed that nearly half have
committed to 100% renewable energy, mostly by 2030.

This is the area where firms can find the clearest business
benefit, and indeed one firm stated that cost saving was the
primary driver of all their initiatives in this field.
All companies are trying to reduce their energy usage and
carbon emissions. Initiatives vary from simple – “the low
hanging fruit” – e.g. LED lighting in bars and restaurants –
through to more ambitious goals for 100% renewable energy
from wind, solar and waste, even into influencing the design
of cargo ships to cut emissions. Many firms have made the
quick wins and are now looking at greater capital investment,
with three to four-year payback periods. It’s an opportunity to
control costs that are likely to increase – “you can see lower
costs but you have to be ready with your cheque book for
capital investment.”
A recent Harvard Business Review article (Future Proof Your
Climate Strategy) pointed out the value of internal carbon
pricing (ICP) in the face of tougher government measures for
carbon emissions: “a carefully calculated ICP can position a
firm for future regulations and help gain long term advantage.”
The same piece emphasised the point that some clients made:
this isn’t just about protecting the environment, but also about
protecting the supply chain. If climate change affects crops,
food companies will struggle to get the ingredients they need.
With energy costs and associated charges increasing, securing
long-term green supply at low and predictable costs is a
priority. More firms – especially breweries and all the major
supermarkets – are looking to self-supply, using energy
produced by their own waste or setting up private wires to
local solar farms. Three UK brewers have also done this with
their water supplies, cutting out the cost imposed by the water
company and ensuring they have better data on, and control
of, their consumption.

We are seeing many companies
installing their own generating
facilities and/or entering into longterm power purchase agreements
and heat supply agreements
directly with the generators. A new
dynamic is the advent of batteries
and smart energy solutions, which
improve the efficiency of any onsite generation. As the focus on
decarbonising heat and transport
is becoming more intense, we are
also seeing a greater roll-out of
vehicle charging points and air
source heat pumps.
Jean-Pascal Boutin, Partner,
Green Energy and Sustainability,
Eversheds Sutherland

“We look at all opportunities for
renewable energy, at our lighthouse
plant we’re 76% energy self-sufficient
we’ve got wind turbines, we reclaim heat
from our processes back into the plant
to generate our own energy, we have a
covered anaerobic lagoon that has
bacteria digesting our waste to generate
gas to fire our boilers.“
“We’re always trying new things. We’ve
been trying energy reclamation in
kitchens. So, we’ve been trying out walls
which effectively cool the kitchen and
also supply hot water to the rest of the
pub – they’re walls that sit behind the
back of the cookers.“
“We are looking at PPAs with renewable
suppliers. All our food waste goes to
anaerobic digesters and we are in
conversations with our waste contractor
to get an agreement to close that loop.“
“Firms need to forecast where their
electricity costs are going in the next few
years - we’ve noticed smaller operators
don’t fully grasp just how much they are
going to increase over next few years.“
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The legislative
impact

Reliance on compliance – is it enough?
Companies need to pre-empt future
regulations and avoid a box-ticking culture
Most respondents, and many commentators, highlight the
likelihood of more legislation for what is already a highly
regulated industry. Many corporates welcome this, to an
extent, in that it creates a level playing field and provides
clarity in a confusing area. But this will increase the burden
on in-house legal teams and for smaller firms is likely to
add additional costs to thin margins.

“Young consumers are particularly
interested in plastic and
sustainability. There is
a big reputational/PR angle to this.
The problem is that plastics have
changed the food industry over
the last ten years. The movement
of high-quality food around the
world has been made possible by
plastics. We have to find solutions
to the issue.“
“This [food waste] will be the next
big thing.“
“If continued use of plastic is to
retain societal acceptance, the
food and beverage sector is going
to have to play its part not only in
encouraging greater recycling of
plastic but equally importantly by
embracing recycled plastic as a
raw material.“
Jane Southworth, Partner, Environment
Health and Safety, Eversheds Sutherland

Plastics, packaging and food waste:
high on consumers’ agenda but a
challenge for an industry that has
become reliant on plastic
Driven by headlines and the “Blue Planet effect”, this is
a highly topical issue, and very visible to consumers. All
respondents believe more regulation is coming but
many pointed out the contradiction – that less plastic
may mean more food waste. It’s an area where
industry standardisation – especially around what is
recyclable – will play a major role, and many
interviewees expect the current government
consultations to lead to clearer, if tougher, regulations.
Retailers are putting pressure on their suppliers – “a
certain percentage of their plastic packaging must be
made from recyclable content or it needs to be
recyclable or compostable” but it’s not happening
overnight - “some of the bigger producers are looking
at how they reduce plastics, but I think it’s probably yet
to filter down to the smaller ones.”
Closely related to packaging, and rising rapidly in
importance is the question of food waste. This was an
issue of particular interest to those closest to the
consumer, in the restaurants and pubs sector. Here
again, companies see opportunities for efficiencies as
well as the being “the right thing to do.”

If some of the ideas in the Committee for Climate
Change Net Zero report are put into legislation, or if the
next US president has a Green Deal agenda, the
implications for food and beverage companies are
immense. What will be the impact on food companies of
20% of agricultural land being removed from food
production to growing trees or energy crops, or the
electrification of all food transport?
All the more reason, therefore, to think beyond simple
compliance with existing legislation. As one financial
respondent put it, “it’s a constantly moving frontier” making
it essential to do more than current regulations demand.
This means embedding sustainability throughout the
business; too much emphasis on regulatory compliance
risks creating a box-ticking mentality that ignores potential
opportunities and risks.
“The laws are only getting stricter, ultimately I’m sure that if
we’re not driving the agenda forward, the risk is a law
comes in which forces our hand – it’s only become a more
regulated areas.“
“Too many regulations take away from the authenticity of
sustainability initiatives and result in poor application.“
“We’ve moved beyond compliance in last few years. There
are areas where we are industry sector leading. We set a
goal to improve beyond compliance to reputation
enhancement.“
“They [government] see retailers and businesses as a means
to deliver change. So, we’re getting it from all angles,
which is healthy.“
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All our respondents agreed that they will face
greater demands on their time and expertise as
a result of sustainability initiatives – “it’s
definitely added significantly to our workload.”
Many commented that as relatively small teams,
they tended to take a more reactive approach,
waiting for colleagues to request support on
contracts or impending regulations. Others are
more actively involved, working closely with
sustainability teams to stay on top of issues –
one spoke of “horizon-scanning” with
colleagues, to identify future trends, and
working with industry bodies and NGOs to help
shape the agenda as well as understand it.
Colleagues outside the legal team understand
the constraints – “they are lightly resourced,
busy and have a lot on their plate“ but most
in-house lawyers felt they could do more.
Day-to-day activity is focused on contractual
issues and on ensuring compliance with
advertising and labelling regulations. Some also
spoke of getting involved in disclosure and
reporting. On a more strategic level, legal teams
also get involved in government consultations,
for example on packaging regulations, where
they can help legislators understand the
real-world implications of their plans.

“We are responsive and reactive to it,
rather than driving that agenda.“
“Everyone on the team should be a
sustainability lawyer. Every member of
the legal team should reflect the values
of the organisation and that is
consistent with what the sustainability
team is trying to achieve.“
“We try to be proactive, we’re part of
committees and are closely aligned
with the business units, and in terms of
particular approaches to things like
advertising, we’d be involved early so
we can influence and not just be
reacting to things.“
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It’s clear from our research that sustainability is an increasing
priority for the food and beverage sector, even if companies
are moving at different speeds. The momentum behind
consumer attitudes – fuelled by NGO activity, media coverage
and bolstered by impending regulation – will force the pace of
change. It’s a complex area and there’s no simple answer: our
interviews suggest that there are six steps that the leaders in
the field are taking in building a sustainability culture:

putting sustainability targets on a par with financial KPIs
ensuring that sustainability initiatives do not take place in
functional or regional silos – collaboration across teams
will help embed a culture of sustainability
engaging with NGOs, industry bodies and government
consultations to help shape future developments
reviewing supplier contracts to minimise reputational risk
from external sources
auditing all business activities for sustainability to ensure
that actions match sustainability claims
seeking out long-term green energy Power Purchase
Agreements, setting a target of 100% green energy

Conclusion
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If you’d like to discuss any of the ideas raised
in this report, we’d love to hear from you.

Please contact:
Paul Moorcroft
Head of Consumer Group
+44 121 232 1277
paulmoorcroft@eversheds-sutherland.com

James Batham
Partner
+44 161 831 8131
jamesbatham@eversheds-sutherland.com

David Young
Partner
+44 20 7849 5259
davidyoung@eversheds-sutherland.com

Jane Southworth
Partner
+44 161 831 8195
janesouthworth@eversheds-sutherland.com

eversheds-sutherland.com
© Eversheds Sutherland 2019. All rights reserved.
Eversheds Sutherland (International) LLP and Eversheds Sutherland (US) LLP
are part of a global legal practice, operating through various separate and
distinct legal entities, under Eversheds Sutherland. For a full description of
the structure and a list of offices, please visit www.eversheds-sutherland.com
DTUK002465_07/19

