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Executive summary

Improving access to healthy diets is key to addressing the growing public health crisis linked to
obesity and diet-related ill health. Poor diets have a negative impact on both public health and the
world economy, with a cost estimated at S2 trillion annually or 2.8 per cent of global GDP, similar
to the impact of smoking. While the causes of diet-related ill health are complex, the unhealthiness
of our food environment, flooded with less healthy products high in fat, sugar, salt and calories, has
been a significant driver.

“ To improve the healthiness of diets, it’s important to change our food environment so that
healthier choices become more widely available and accessible. As such, food companies
that shape our food environment have a responsibility and opportunity to ensure their
products and practices positively contribute to consumer health.

ShareAction’s previous work on obesity has focused on improving the practices and disclosure on
health and nutrition of retailers and food manufacturers. We are now scaling up our work to include
the out of home (OOH) sector, as its role becomes more influential in shaping people’s eating habits.
This sector continues to grow, with meals consumed out of the home now accounting for 25 per
cent of people’s calorie intake in the UK. With over one in four out of home establishments in the

UK selling fast food (burgers, fried chicken, pizza), the meals people consume are often high in fat,
sugar or salt and served in large portions. Many companies also tend to champion less healthy
options by using advertising and promotions, upselling tactics, and placing less healthy items in
prominent positions on menus luring consumers away from healthier choices.

Because of its practices, the out of home sector is increasingly under scrutiny for its focus on

less healthy’ food. Policymakers around the world are passing regulation to discourage the sale,

and ultimately consumption, of less healthy food and drink products. This includes sugar and

calorie taxes; bans on the sale of fast food in areas around schools in the UK and Latin America;
calorie labelling on menus; and the introduction of advertising restrictions in the UK, Latin America
and across Europe. Consumers are also demanding healthier food when dining out and expect
companies to provide healthier options on their menus. To keep pace with these changes,
companies will need to adapt. They will need to implement health and nutrition strategies to improve
the healthiness of their menus and their sales and disclose such efforts to demonstrate that they
are responding to regulatory pressure and market trends.

To date, disclosure on health and nutrition has been overlooked by the sector, leaving investors in
the dark and unable to assess how companies are adapting. To give investors a clearer picture
of reporting practices and gaps, a new report by the Access to Nutrition Initiative (ATNI) analysed
nutrition disclosure and commitments of major out of home companies operating in the UK.
These include UK-listed companies such as Greggs and global players such as McDonald’s.



Executive
summary 5

The report looked at what companies report across key nutrition intervention areas, including
governance, improving the healthiness of menus, pricing and promotions, responsible marketing,
labelling, and engagement with policymakers. Positively, most companies have started articulating
commitments to improve diets and improve the healthiness of their products. However, none

of the companies disclose comprehensively across all nutrition interventions included in the
assessment. None disclosed information related to improving the pricing and promotion of
healthier items, while very minimal and patchy disclosure was found in areas such as responsible
marketing, labelling, and engagement with stakeholders. Overall, the research shows that these
companies recognise their role in improving healthy diets, but more comprehensive reporting and
nutrition strategies are needed.

With data on the practices and disclosure gaps of each company provided by ATNI's research,
investors can now use this valuable information to assess companies and guide future
engagement. This briefing also includes helpful investor expectations that can be used as a starting
point for conversations on nutrition and health with out of home companies. Investors can also join
our Long-term Investors in People's Health (LIPH) signatory group to support company engagement
activities and drive better disclosure across the sector, with details on how to join included at the
end of the briefing.
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1. Introduction

11 The importance of addressing healthy diets

Good health is key to a thriving society and economy. Addressing the determinants of ill health
could further boost growth, with McKinsey finding that better health could add US$12 trillion to
global GDP in 2040'. One of the key drivers of ill health is unhealthy diets which have become
increasingly common across the globe and have led to the tripling of overweight and obesity rates
since 1975 to 1.9 billion adults?

The impact of less healthy diets is also clearly visible in the UK. With around 64 per cent
of UK adults considered overweight and 28 per cent living with obesity? this preventable
condition and its related comorbidities have created a public health crisis that urgently
needs to be addressed.

Is it especially important to reduce rising obesity rates among children, as children with obesity are
five times more likely to live with obesity in adulthood®. Worryingly, obesity rates among children in
the UK increased by five per cent during the Covid-19 pandemic to 40.9 per cent and while they
are going down, they are still not back to pre-pandemic levels®.

Inaction on improving healthy diets has major repercussions on people’s health. Obesity is a

risk factor for a wide range of physical and psychological illnesses, including type 2 diabetes,
cardiovascular disease, cancer, anxiety, and depression. This has an impact on both society and the
economy. Obesity related ill health now accounts for 8.4 per cent of total health expenditure in the
UKS®, while the resulting reduction in productivity reduces overall growth equivalent to an estimated
34 per cent reduction in GDP”.

The causes and factors affecting obesity rates are complex, but there is strong evidence that unhealthy
food environments are a significant driver. Food and drink high in fat, sugar, salt is more widely available,
accessible and often cheaper than healthier options. Portion sizes have increased and driven up calorie
intake, while less healthy options are also aggressively advertised and marketed. Evidence also shows
that food environments in deprived neighbourhoods in the UK are particularly unhealthy, with a higher
concentration of fast food restaurants and advertisements for unhealthy products®,

One way to address this public health crisis is to ensure healthy food and drink options are
accessible and affordable worldwide. This is also important to address health inequalities, as
obesity is more prevalent in both adults and children from low income backgrounds and those who
live in deprived areas compared to more affluent neighbourhoods, in part due to less access to
healthier food. As such, increasing access to healthier diets can improve quality of life for the whole
population. This has become even more important as the cost of living crisis in the UK has led to a
131 per cent increase® in the price of food, making healthier foods even less accessible than before.
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Ultimately improving diets and reducing obesity levels across society requires addressing the
harmful products and practices in our food environment that are driving diet related ill health. To do
so the key players who shape how and what we eat, such as retailers, manufacturers and out of
home businesses, need to accept responsibility for shaping consumer health and take action to
improve access to healthy diets.

Figure 1. Obesity rates in children in the UK

Prevalence of obese, severely obese, and obese or overweight Year 6 children, 2006/07 to 2021/22 (provisional)
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For more information: Table 2 National Child Measurement Programme, England, provisional 2021/22 school year outputs

Taken from National Child Measurement Programme report®

1.2 The role of the out of home sector

Eating meals outside the home or having them delivered to your home has become increasingly
commonplace for people around the globe. In 2022 the sector was valued at USD 2.5 trillion globally
and is expected to grow by more than 10 per cent each year". The sector plays an increasingly
important role in people’s diets, with 83 percent of adults in the United States dining at fast food and
fast casual restaurants on a weekly basis” and people in the UK consuming 25 per cent of their
calories outside the home™.

The OOH sector includes food and beverage outlets where food and drink can be purchased and
consumed outside the home, either on or off the premises. It is a varied sector and includes a wide
range of businesses including:

« restaurants, cafés and bars;
« takeaways, quick service restaurants (fast-food) and street-food outlets;
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« outlets in public transport stations;

« outlets in hospitality businesses (gyms, sports centres and hotels) and in entertainment and
attraction venues (cinemas, theatres, arenas and theme parks);

« contract caterers.

While the sector is diverse and fragmented, some parts are increasingly consolidated and
dominated by large companies. Seven brands control almost half of the fast food market globally™,
while in the UK four companies (McDonald’s, Subway, Yum! Brands, and Domino’s) hold almost 45
per cent of the market share'®. Food delivery aggregators are also growing and consolidating rapidly
in the UK, with 70% of the delivery market share controlled by Just Eat, Deliveroo and Uber Eats".
Quick service fast food restaurants and aggregators have also been growing steadily in the past
years due to the Covid-19 pandemic, thanks to people staying at home and ordering takeaways,
and restaurant closures on high streets allowing fast food chains to expand their operations®. Their
mutual growth is also tightly linked, with delivery platform Just Eat stating that their UK growth has
been driven by its partnerships with quick service restaurants McDonald's and Greggs™.

Figure 2: Global fast food market share

McDonalds
21.4%

Starbucks
7.5%

KFC

2.8%
Subway
2.8%
Domino’s Pizza
1.6%

Pizza Hut
1.2%
Burger King
1.2%

Other
58.4%

From T4.ai?°
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Figure 3: Fast food market share in the UK
FAST FOOD MARKET SHARE

+ MCDONALDS 15.8%

o SUBWAY 11.9%
+ YUM! (KFC & PIZZA HUT) 10%
+ DOMINOS 6.3%

44%

BIG BRANDS

Picture from Guy’s & St Thomas’ Foundation and Big Society Capital’s ‘Healthy Returns’ report

Figure 4 shows the top players in the UK in the quick service restaurant and bakery/coffee shop
subsectors which will be the focus of this briefing. These represent companies that are both key
players in the sector (with more than one per cent market share) and are publicly listed companies
relevant to investors. With the market being so concentrated in these sub-sectors, investors can
have a huge impact on consumer health by engaging with large companies and encouraging
them to improve their products and practices.

Figure 4:  Top out of home companies in the UK in the quick service restaurants and
café/bakery subsectors in order of market share

UK Sales UK
Companies o Market UK reach
(GBP million) Share
McDonald’s us £2500-2750 N/A 45-5% > 1300 stores
Domino's Pizza US £1250-1600 N/A 25-3% > 1200 stores
> 1300 stores (of
Yum! Brands Us | andPisamt | KFCPEza | o o | which over 00 KFC
' Hut, Taco Bell ' ° | and over 260 Pizza
only)
Hut)
Greggs UK £1000-1250 N/A 16-2% > 2100 stores
Costa Coffee
(owned by Coca US £/50-900 N/A 15-2% > 2700 stores
Cola)
Restaurant £500-750 Burger King, > bb0 stores (of
Brands Canada (Burger King only) Tim Hortons 1-15% which 541 Burger
International 9 9oy | and Popeyes King)




Introduction 1
— |

With the growth of the sector and the rise in out of home meals, addressing the practices

and products of the out of home sector is becoming increasingly important. Higher habitual
consumption of out of home meals is associated with higher calorie intake?? which in turn can lead
to overweight and obesity. This is because the meals served are extremely palatable, served in large
portions, and are often high in fat, sugar, salt or calories, in particular those sold in quick service
restaurants?*?*. Data from the Food Foundation (see Figure 5) also shows that the concentration of
these types of outlets is also higher in less affluent areas than affluent areas?, further contributing to
socioeconomic health inequalities in the UK. Moreover, the number of fast food restaurants is slowly
growing, becoming more prevalent across the country?®.

On top of serving calorie-dense meals, many quick service restaurants will also use multiple
practices to influence consumer behaviour to drive sales and increase consumption including:

-~ Marketing and advertising: less healthy products are often heavily promoted on

%I]])\ broadcast, non-broadcast and digital media. For example in the US, fast food restaurants
spent USD b billion in 2019, with just one per cent of that expenditure going towards
healthier menu items (see Figure 6). In the UK, research has found that products high in
fat, sugar or salt are often promoted in key locations such as on billboards near schools,
at bus stops, and on buses?. In the UK less healthy products are also advertised more
compared to healthier products during popular family television shows between six and
nine pm?8, as well as on social media and YouTube. Brands might also create products
specifically for children which include toys, such as Happy Meals.

Q Promotions and product placement: companies often use vouchers and fliers to promote
@ discounts and meal deals on less healthy products?®. Companies might also place certain
items in prominent locations to drive sales.
¢

Upselling: many businesses also use the practice of “upselling”, where customers are
encouraged to order the next size up due to small price differential, leading to increased
calorie intake®°,
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Figure b: Prevalence of fast food outlets in the UK

Percentage of all ) (-3 - )
food outlets that 2019 2020 2021

are fast-food

Changes in proportion of food outlets that Percentage of all food outlets that are fast-food
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Source: Data from the Ordnance Survey and analysed in collaboration with the MRC Epidemiology Unit at the University of Cambridge.
© Crown copyright and database rights 2022 Ordnance Survey (100025252). This product includes data licensed from PointX © Database Right/Copyright 2022 and OS
© Crown Copyright 2022. Al rights reserved.
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Taken from the Food Foundation’s Broken Plate 2022 Report




Introduction

Figure 6. Fast food advertising in the US

Fast Food FACTS 2021

Total advertising by all fast-food restaurants in 2019:

Ad spending by product type** Fast-food TV ads viewed in 2019*
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Black children:
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Spanish-language TV*
+ 33% increase in ad spending since 2012
* Analysis of 2019 Nielsen data * 0 ads for healthy menu items

**Includes ad spending for top fast-food advertisers

LEARN MORE AT: www.uconnruddcenter.org/research/food-marketing/facts NZ_  UCONN
RUDD CENTER

FOR FOOD POLICY & OBESITY

Taken from UConn Rudd Center for Food Policy & Health®
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2. Why the out of home sector matters
to Investors

There are a number of risks and opportunities that investors need to consider when investing

in companies in the out of home sector. With consumers and regulators demanding more
responsibility from the private sector in improving food environments, companies are increasingly
expected to take action. This also makes business sense as inaction can come at a heavy cost of
loss of sales or damaged reputation, in turn leading to reduced returns for investors. This section
provides an overview of the risks and opportunities relevant to the sector. When engaging with
companies, investors should ask companies to outline if and how they are addressing them.

21 Achieving the Sustainable Development Goals

In 2015, the United Nations adopted 17 Sustainable Development Goals (SDGs) as

a part of the 2030 Agenda for Sustainable Development. These goals provide a global
framework of reference for the most critical economic, social and environmental
development issues for humanity3*

Many of the issues that the goals are striving to address are relevant to the food system and the
food companies that operate within it. Since the private sector has contributed to many of the
issues and holds a significant amount of power to address them, its role in delivering these goals
is key.

Companies have slowly started aligning their corporate responsibility strategies and related key
performance indicators to the SDGs. Given the growing expectation on institutional investors to
understand and measure the real-world impact of their portfolio, the SDGs and their targets can
also be adopted by the investment sector to articulate and demonstrate to their beneficiaries
how they are creating long-term societal value®®. Investors should also encourage companies that
haven't yet adopted the SDGs to use them in their strategies. In the context of promoting healthy
diets and tackling diet-related ill health investors and companies should pay specific attention to
improving health and wellbeing (SDG 3) and improving nutrition (SDG 2). However, thanks to the
crosscutting nature of the drivers and impacts of poor diets, the solutions often have a positive
impact on other major environmental and societal SDGs too.
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Figure /: Fast food advertising in the US
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Taken from the Food and Agriculture Organisation

2.2 Rising consumer demand for healthier products

With eating out now becoming a regular habit, providing healthier options on the menu is key.
Consumers are increasingly demanding healthier food and drink when eating out** and this trend
has continued to grow during the Covid-19 pandemic which heightened public awareness around
health and diets. In the UK, food delivery platform Deliveroo reported that orders for healthier products
during lockdown went up by 282 per cent and led the company to seek out healthier restaurants

to add to its platform®®. For out of home companies capitalising on the health trend is a clear
opportunity to attract more customers and increase their market share. Catering to health-conscious
consumers can also have a positive impact on brand reputation, as consumers will perceive the
brand as healthier and more responsible. On the other hand, companies that ignore this trend could
pbe missing out on increased sales and have their reputation damaged in the process.
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Is the shift towards plant-based alternatives well aligned with
better health goals?

Consumers are trying to reduce their meat intake for environmental, health, and ethical
reasons. As a result, the demand for meat and dairy plant-based alternatives has
skyrocketed, with their value rising to $1.6 billion in 2020%¢. The UK is now the biggest market
for plant-based alternatives after the US and consumers are increasingly switching to
plant-based meats on health grounds, with 60 per cent of consumers reporting that they eat
them because it is considered healthier®.

One of the key growth areas for plant-based meats is the out of home sector and in particular
quick service restaurants. Large chains have been quick to pick up on consumer demand

by offering their classic menu items prepared with plant-based meats, often advertised as
healthy and environmentally friendly alternatives. Both KFC and Greggs offer meat alternatives
made with Quorn, while Burger King and McDonald’s have paired up with Impossible Burger
and Beyond Meat respectively.

Plant-based alternatives are a clear opportunity for the sector to transition towards healthier
and more sustainable diets, and so it is important that companies and investors should

also consider the health profile of these products. A study comparing the nutrient profile of
plant-based meats and meat products in the UK found that plant-based meats were lower in
fat and higher in fibre but had higher salt levels and less protein than meat products®. Other
researchers have pointed out that a significant volume of plant-based alternatives currently
available on the market are ultra-processed products®®, meaning they have been made with
industrial ingredients and processes. Ultra-processed foods, whether plant-based or not, are
increasingly under greater scrutiny with research linking their consumption to higher risk of
excess weight and ill health*©.

When developing plant-based options, quick service restaurants should aim to improve their
nutrient content and prioritise those products with the best nutrient profile. This is not just
beneficial to consumers’ health, but is also needed to ensure companies do not develop
plant-based products that are likely to be considered less healthy by regulators and be
subject to taxes, marketing and advertising restrictions aimed at discouraging their sales.
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2.3 Increase in regulation worldwide

With eating out now becoming a regular habit, providing healthier options on the menu is key.
Consumers are increasingly demanding healthier food and drink when eating out®** and this trend
has continued to grow during the Covid-19 pandemic which heightened public awareness around
health and diets. In the UK, food delivery platform Deliveroo reported that orders for healthier products
during lockdown went up by 282 per cent and led the company to seek out healthier restaurants

to add to its platform®®. For out of home companies capitalising on the health trend is a clear
opportunity to attract more customers and increase their market share. Catering to health-conscious
consumers can also have a positive impact on brand reputation, as consumers will perceive the
brand as healthier and more responsible. On the other hand, companies that ignore this trend could
be missing out on increased sales and have their reputation damaged in the process.

Health Taxes and reformulation

There are currently over 50 sugar taxes worldwide?. In 2016, the state

of Kerala in India passed a fat tax that applies to fast food items such as

burgers and pizzas*. Both Hungary and Mexico have introduced a calorie

tax on packaged products such as chips, chocolate and salty snacks*®.
Global

Nine countries (Argentina, Belgium Bulgaria, Greece, Hungary, The

Netherlands, Paraguay, Portugal, and South Africa) have implemented

mandatory salt reduction programmes, while another 18 countries

introduced voluntary programmes*4.

In 2018 the UK implemented a soft drinks industry levy (SDIL) that applies
to soft drinks with over 5 grams of sugar per 100ml. The SDIL will apply to
fountain (dispensing) machines used in the out of home sector from 20234,

UK The UK has also implemented a voluntary salt reduction programme, and
20 per cent sugar and calorie reduction programmes to incentivise the
food industry to make healthier products. As part of its consultation on
food environments, Wales is considering limits on the size and refills of
sugary drinks in the out of home sector?®.
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Marketing and advertising restrictions

In 2014, Mexico began restricting the advertising of less healthy food to
children in broadcast media®’. In 2018, it also banned the use of cartoon
characters to market and advertise less healthy products to children“®. In
2021, the states of Oaxaca and Tabasco have banned sale of less healthy
“lunk food” to children under 184°. Other Mexican states are considering
similar measures.

In 2016, Chile introduced a ban on HFESS marketing and advertising to
children and the use of “commercial hooks” to sell products to children
(such as toys in McDonald’s Happy Meals)®°.

Global
Regulations restricting advertising of less healthy foods on broadcast
media aimed at children have also been passed in Spain, Portugal, Ecuador,
South Korea, Ireland, Taiwan and Turkey®?. Sweden, Norway and Quebec
have banned advertising of all food and other commercial products aimed
at children®s.

In their 2022 National Strategy on Hunger, Nutrition and Health, the United
States announced their intention “to prevent the deceptive advertising of
foods and dietary supplements, including deceptive advertising that might
be targeted to youth”>*.

High fat sugar salt (HFSS) advertising is banned in children’s broadcast and
non-broadcast media where children make up 25 per cent or more of the
audience. Local HFSS advertising bans have also increased with Transport
for London (TfL) banning HFESS advertising across the entire public
transport network, and Bristol and some London boroughs banning HFESS
advertising on all council-owned property. Wales is considering introducing
a similar ban on its transport network in 20245,

UK . .
Bans on HFSS advertising on broadcast media before 9pm and HFSS
advertising online are due to be implemented®®. This will apply to HFSS
products in some of the categories included in the sugar reduction and
calorie reduction programmes, and sugary drinks industry levy categories.

As part of its Healthy Weight: Healthy Wales 2024 strategy, Wales is
considering implementing limits on upselling food and drinks high in
saturated fat, salt and sugar, including free refills, by 2030
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Labelling laws

In 2018 the United States introduced calorie labelling on menus®®, while
in 2010 various regions in Australia began introducing kilojoule menu
labelling in the out of the home sector®°.

Global
France is testing the feasibility and effectiveness of implementing the
Nutri-Score labelling system in OOH food settings®°.
In 2022 the UK introduced calorie labelling on menus in the out of home
UK sector for businesses with over 250 employees. Wales and Scotland have

both consulted on introducing calorie labelling on menus®’.
Planning and zoning

Mexico, India, and Chile have passed laws banning the sale of less healthy

Global . . .
food in schools and surrounding businesses®? &% 64,
Over 50 councils in the UK have implemented planning policies to create
healthier food environments, including limiting fast food and take aways
UK near schools, limiting takeaway concentration in retail areas, and setting

Global

criteria to limit their negative impact on health®. Wales is planning on
introducing limits to the sale of less healthy food in areas around schools
as part of its Healthy Weight: Healthy Wales 2024 Strategy®®.

Reporting

As part of its Farm to Fork Strategy, the European Commission has updated
its voluntary Code of Conduct on Responsible Food Business and Marketing
Practices for businesses to follow to create a healthy and sustainable food
system. The Code states that businesses need to provide evidence of

how they are contributing to healthy diets and reversing the prevalence

of non-communicable diseases. The Code of Conduct also includes a
monitoring and evaluation framework to measure progress®. If companies
make insufficient progress the EC will consider legislative measures.

UK

In 2022 the UK Government published its Food Strategy which included the
launch of the Food Data Transparency Partnership aimed at implementing
mandatory reporting in the food sector on health and sustainability
metrics®®. In 2021 the National Food Strategy, an independent review
commissioned by the Department for Environment, Food and Rural Affairs’
Secretary of State, recommended mandatory reporting on HFSS sales®.
Mandatory reporting will be implemented by the end of 20237°.
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3. How the sector can improve

Companies can positively contribute to healthy food environments while also futureproofing their
business from regulation and changing consumer demand by implementing robust health and
nutrition strategies.

There are a number of interventions companies can implement in their food and health strategies
(see Figure 8) and it's important that they focus on improving the healthfulness of both menus and
sales. Focusing on just increasing sales from healthier items while not improving the healthiness

of their menu may leave companies over-reliant on a handful of healthier products in a highly
competitive market. On the other hand, only improving the healthiness of the menu while still relying
on sales of unhealthy items will make them more vulnerable to regulation.

To ensure that investors can clearly interpret how the sector is addressing risks and opportunities
linked to health and nutrition, companies should also publicly disclose their strategies, interventions,

and regularly report on year-on-year progress using long-term measurable targets in the form of
key performance indicators (KPIs).

Figure 8. Health and nutrition strategy and interventions for the out of home sector

Health and nutrition strategy with KPIs

E " Healthier menu interventions 3’@'{ Healthi les int ti
pieyy Healthier sales interventions
Reformulation of current menu items and Responsible marketing to policy
healthier meal combinations (children and adults)
Reduced portion sizes Focus marketing on healthier options

Focus pricing and promotion activities on

Healthier ranges healthier items

Adopt a nutrient profiling model Clear labelling and nutritional information
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4. Reporting on healthy diets across
the sector

41 Benchmarking initiatives

In recent years, a handful of initiatives have started assessing corporate reporting practices

of companies operating in the food system to encourage more disclosure and help investors
understand both individual company and sector performance. On a global scale, the World
Benchmarking Alliance’s (WBA) Food and Agriculture Benchmark assesses over 300 global
companies across the food system on their reporting practices on food system issues, including
nutrition, human rights, and climate change. This benchmark found that the out of home sector and
quick service restaurants were not prioritising nutrition when reporting on corporate responsibility
efforts”!. In fact, nutrition is the weakest disclosure area, with most companies failing to report on
indicators related to health and nutrition, such as setting targets and reporting on increasing sales of
healthier products. Similarly, a study conducted by the Global Obesity Centre (GLOBE) in Australia on
nutrition disclosure of quick service restaurants found that the majority of the largest companies in
Australia do not publicly identify nutrition and health as a focus area and do not disclose enough on
efforts to address obesity and nutrition”.

One UK-focused initiative is the Food Foundation’s Plating Up Progress initiative (PUP)”3. PUP
regularly assesses how different UK companies in the food sector, from retailers to quick service
restaurants and caterers, are reporting across different indicators related to food system issues,
including healthy diets and nutrition, climate change, human rights, and animal welfare. It found that
the out of home sector does not disclose enough information on their efforts to encourage healthy
diets and generate healthy food sales, with nutrition being one of the most under-reported food
system issues.

Overall, there is very little data that investors can use to understand their impact on health and
nutrition and how the sector is performing in this area. Reporting on health and nutrition is scarce
and inconsistent and doesn’t allow investors to get the full picture of how the sector and individual
companies are performing and responding to the risks and opportunities they face.
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Figure 8: Health and nutrition strategy and interventions for the out of home sector
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Company sustainable healthy Biodiversity food Water use Fopioas Plastics welfare & gu}rzzn
food sales diets g

& waste
2022
Leadership

practices antibiotics
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change

McDonalds

Burger King .
= @
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Taken from Plating Up Progress™

4.2 ATNI research shows poor disclosure

Both PUP and the WBA's Food and Agriculture Benchmark research provides investors with
important information on how the sector is addressing different food system issues. However,
there are no initiatives to date that have analysed in depth the reporting practices across different
intervention areas related to health and nutrition.

To address this gap ShareAction commissioned the Access to Nutrition Initiative (ATNI) to assess
the health and nutrition disclosure of the top publicly listed out of home companies in the UK.

The companies selected are quick service restaurants and cafe/bakery chains that are public
companies of interest to investors, and that have the biggest market share in the out of home
sector in the UK (see Figure 4 in Section 1 of the report). Both parent companies and the top UK
brands they own were included in the assessment and were assessed separately to see whether
there were reporting differences between parent companies and their subsidiaries.

For this assessment, ATNI has developed a framework by adapting its well-established
methodology for food manufacturers and retailers. The assessment focuses on the quality of
reporting on health and nutrition and the extent to which these companies are making public
commitments, and reporting on policies and targets developed to support healthy eating.
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The ATNI report provides individual company scores and gives detailed information on the
sector’s performance. It scores companies from A (best quality of disclosure) to E (worst quality of
disclosure) on reporting practices across 15 indicators in the following topics:

Governance

Menu healthiness
Pricing and promotions
Responsible marketing

Accessibility of nutritional information and labelling

Engagement with stakeholders and policymakers

It found that none of the companies disclosed comprehensively enough to give investors a clear
picture of their efforts. None of the companies scored A or B, and only two scored C. Most of the
companies scored D and E. The scores also show a disconnect in disclosure between some
parent companies and their subsidiaries, with both Restaurant Brands International (RBI) and Coca
Cola scoring lower than the brands they own (Burger King and Costa Coffee respectively).

Figure 10:  Out of home sector companies scores from ATNI Index

Score Companies

A (80-100%) None
» B (60-79%) None

McDonald’s (562%)
Greggs (49%)
Costa Coffee (32%)
Burger King (27%)
Pizza Hut (22%)
KFC (21%)

Yum! Brands (20%)
Dominos (20%)

Coca Cola (11%)
Restaurant Brands International (8%)

» C (40-59%)

D (20-39%)

» E (<20%)

The topics in which companies disclosed some information were related to their governance
practices and improving the healthiness of menus. In terms of governance, ATNI looked at whether
companies articulate a commitment to grow through improving nutrition and health for all in the UK
in their business strategies and have set targets to increase the healthiness of their products and
sales. It found that there are some initial signs of companies doing so, with seven out of 10 having
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public commitments to improving health or nutrition. However, none of the companies publicly
disclose detailed health and nutrition strategies. Positively there is evidence of a shift towards greater
transparency on the healthiness of product portfolios, with five out of 10 setting targets to improve
the healthiness of their offering and reporting on progress in their annual reports (although these
targets are not comparable). On top of this, seven companies scored across the three indicators in
the Menu Healthiness topic, showing an industry-wide commitment to reducing negative nutrients
in their products, increasing healthy options, and adopting a nutrient profiling model (NPM) to guide
these efforts, although none of the companies used a government-endorsed NPM to define healthy
products. This focus on increasing product healthiness is a positive step for the industry, however
these efforts should be coupled with targets to increase the sale of healthier products. This is
something that companies are currently neglecting to report on and potentially act on, with none
disclosing commitments to increase sales of healthier products.

Figure 1: Healthy Product targets

Sales or Definition of “healthy”
Companies product (own definition or Process
target? government-endorsed)
—_ 30% of meal .
Greggs Product Target Own definition tems by 2025 32%
: — 50% of meal
McDonald’s Product Target Own definition iterns by 2026 Not reported
[®)
Yum! Brands | Product Target Own definition . °0% of meal > 1200 stores
items by 2030
— 50% of meal o
KFC Product Target Own definition tems by 2030 32%
50% of meal
[ initi Not t
Pizza Hut Product Target Own definition tems by 2030 ot reported
Coca Cola

Costa Coffee

Domino's

Restaurant
Brands
International

Burger king

No information found

Information taken from ATNI’s Eating Out of the Home in the UK report’®
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Across the remaining topics, companies scored poorly.

“ Worryingly, none of the companies scored any points in the pricing and promotion
indicators, meaning that companies are not disclosing efforts to address the price and
affordability of healthier products relative to less healthy ones, nor have they publicly
committed to not using upselling techniques which encourage consumers to purchase
larger portion sizes of less healthy products or meals.

Companies were found to report very little on their responsible marketing practices, despite
this being a key policy area that governments around the world are keen to regulate. Only three
companies were found to have responsible marketing policies in the public domain applicable
to all audiences and with specific reference to children under the age of 12 (rather than the
recommended age of 18). Five other companies only had generic commitments to market
responsibly to children rather than a comprehensive policy.

Despite the introduction of calorie labelling in the out of home sector in the UK, little evidence was
found of strong labelling and nutritional information policies. While eight companies were found to
provide nutritional information online, only three had policies to provide comprehensive nutritional
information at the point of purchase.

Finally, ATNI found that companies are not being transparent about their engagement with
policymakers and their membership to trade associations. In fact, the Engagement topic was

the second lowest scoring category, with four companies not reporting any information. Just one
company provided limited information on their lobbying policies, membership to trade associations,
and participation in initiatives aimed at improving diets in the UK. Most companies simply have a
generic anti-bribery and corruption policies and do not report on their lobbying activities, nor on their
trade association memberships.

Ultimately what the ATNI out of home research shows is that the sector as a whole needs to
drastically improve its reporting practices and move from generic commitments to improving
healthy diets towards clearly articulated nutrition strategies, policies and targets. The current

level of disclosure is lacking across the board, meaning investors cannot assess their impact on
nutrition, analyse the sector properly, or feel confident that leading companies are adapting to both
regulatory changes and consumer trends.
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b. Conclusion and investor expectations

Despite increased scrutiny and rising importance in people’s diets, companies in the out
of home sector are not sufficiently demonstrating a commitment to improve consumer
health. Nor are they being transparent about their efforts to keep up with rising
regulation and changing consumer trends.

This lack of transparency has been highlighted by various initiatives, but ATNI's new Out of Home
study provides investors with detailed information of where the gaps lie and what the current
practices are across a key set of nutrition intervention areas. It shows that while there are some
positive developments, such as companies stating the importance of healthy diets and making
commitments to improve the healthiness of their menus, the sector as a whole is not adequately
reporting across key areas of intervention needed to improve nutrition and health. Disappointingly it
shows that nutrition is not yet a clear priority for any of the companies included in the assessment
as none have articulated and disclosed a clear plan to improve consumer health and nutrition.

Ultimately if companies want to demonstrate their commmitment and responsibility to improving
health, they should be implementing detailed strategies that include actions across all intervention
areas. There should also be an alignment in strategies, commitments, and policies between parent
companies and their subsidiary brands, something ATNI's research showed isn't always the case.

Investors now have the opportunity to engage with these companies and help them take action
while addressing disclosure gaps. The fact that the sector is increasingly concentrated also means
investors can have a much bigger impact on people’s diets by just engaging with a handful of
companies. Based on ATNI's company recommendations to improve disclosure, a list of high-level
questions articulating investor expectations for companies in the sector is provided here. Investors
can use these when engaging with companies to understand their commitments on this topic.
While some of these questions are tailored to the global context, they can all be used and adjusted
to guide engagement at the UK level.

« Does the company have clear commitments to improve nutrition and health in its strategy?

« Has the company set long-term measurable targets to increase the proportion of sales or
products in its portfolio that are healthier (with healthier defined using a government-endorsed
nutrient profile model)?

« Does the company articulate a clear nutrition strategy with KPIs and who has accountability
for it?

« Does the company clearly articulate its product reformulation commitments?

«  Does the company use and publish a nutrition profile model? Is it based on a government
endorsed model?
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« Does the company articulate clear commitments for offering healthier items on its menu?

«  Does the company have commitments on not using price promotions on less healthy items
and instead using them to encourage the purchase of healthier ones?

« Does the company have a responsible marketing policy that includes children (up to age 18)?

« Does the company provide nutritional information in stores and online?

«  Does the company have a lobbying policy and disclose their trade body memberships?

5.1 Joining ShareAction’s Long-term Investors in People’s Health
(LIPH) signatory group

In order to support investor engagement with companies on health topics, we encourage investors
to sign up to ShareAction’s LIPH signatory group.

By doing so, members can join company engagement facilitated by ShareAction and access

the latest research and data on relevant topics across three key areas: Consumer Health,

Worker Health and Community Health. The initiative also supports investors to build their own
understanding of health as an investment topic and, at this exciting time, allows them to shape the
LIPH programnme as it develops. The LIPH coalition currently has 35 members representing $5.7
trillion assets under management.

Please contact health@shareaction.org.uk to find out more about the initiative and how investors
can be involved.

»
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