
Putting Principles into Practice 
Investor Responsibility Report, 2006

Inspired thinking



Contents
Foreword  1

The year in review  3

1. Introduction  9

2. Integrated investment analysis  11

3. Activism, engagement and voting  19

4. Promoting better disclosure  35

5. Promoting responsible investment   39

6. Collaboration  43

7. Reporting   49

8. The year ahead: priorities and challenges for 2007  53

Annex I: The Investor Responsibility team 56

Annex 2: Insight’s memberships and affiliations 58

Annex 3: Briefings published in 2006 61

Glossary 62

Boxes, tables and figures
Box 1: Corporate Risk Initiative: Corporate Governance Working Group  13

Box 2: Case study: Investing in renewable energy technologies  14

Table 1: Insight’s engagement on corporate responsibility and corporate governance issues, 2006  20

Table 2: Summary of voting activity, 2006  21

Box 3: Insight’s policy positions on board structure and composition  23

Box 4: Pre-emption rights and Rule 9 Waivers  24

Figure 1: Results of biodiversity benchmarking  29

Box 5: Benchmarking: an effective engagement tool  30

Box 6: Case studies of engagement outcomes  33

Box 7: Encouraging European electricity utilities to publish more relevant data on emissions   37

Box 8: Show Me The Money: A Report of the UNEP FI Asset Management Working Group  39

Box 9: New book on Responsible Investment   50
 

April  2007

© 2007 Insight Investment Management (Global) Limited. All rights reserved. No part of this publication may be reproduced, 
stored in a retrieval system or transmitted in any form or by any means, including photocopying or recording, or by any 
information storage and retrieval system, without permission from the copyright holders. 



“We strongly believe that 
companies with effective 

governance practices, and that 
manage their environmental 

and social issues well, ultimately 
make better investments.”
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Foreword 
When I made the decision to establish a socially responsible investment capability in 2001, I was 
motivated by the firm conviction that we have a responsibility to our clients and wider society to take into 
account the ethical, environmental and social impact of the businesses in which we invest. I believed then 
– and continue to believe – that we have an important role to play in encouraging those companies to 
which we supply capital to achieve high standards of corporate governance and corporate responsibility. 
Having actively talked to the companies in which we invest about their governance practices for over 30 
years, I have seen at first hand how effective large institutional investors like Insight can be in helping to 
influence improvements.

Insight is now firmly established as a leading responsible investor, at the forefront of this rapidly expanding 
sector. I am proud that, over the last five years, the Investor Responsibility team has built a strong track 
record of convincing companies of the benefits of changing their governance and management practices 
on issues such as board structure, climate change, human rights, obesity and remuneration. We have 
also changed our investment process over the last couple of years so as to explicitly take into account 
these and other issues in evaluating and selecting companies for investment. We strongly believe that 
companies with effective governance practices, and that manage their environmental and social issues 
well, ultimately make better investments.

The year 2006 seems to have been the ‘tipping point’ for responsible investment, with it now seen as 
an essential aspect of investment management in the 21st century. Perhaps the most tangible evidence 
of this was the launch by Kofi Annan – the then Secretary General of the UN – of the Principles for 
Responsible Investment (PRI) in April 2006. He outlined the fundamental importance of the initiative: 

“Today, it is increasingly clear that UN objectives – peace, security, and development – go  
hand-in-hand with prosperity and growing markets. If societies fail, so will markets.”

By the end of the year, pension funds and asset managers responsible for savings and investments in 
excess of US$5 trillion – more than 10% of global capital – signed up to the Principles at launch and more 
continue to join. We were very pleased to be one of the founding signatories to the PRI and to sponsor 
their launch. We had played an active role in their development over the preceding two years and will 
continue to advocate their adoption by investors worldwide 

‘Putting Principles into Practice’ is the first annual report on responsible investment. Our decision 
to publish this report was motivated in part by the sixth PRI principle ‘to report on our activities and 
progress towards implementing the Principles’. It is also a natural extension of our long-standing 
commitment to transparency and accountability. We hope it will serve to illustrate how investors can 
fulfil their responsibilities to their clients by embedding analysis of corporate governance and corporate 
responsibility issues into their day-to-day investment operations – and thus ensure a meaningful 
contribution to improving corporate performance in these areas. 

It is in everyone’s interests that businesses are properly governed, create shareholder value over the long 
term and make a positive contribution to the society and the world in which we live. I hope that this report 
demonstrates Insight’s commitment to this most important of areas.

 
Douglas Ferrans
Chief Executive Officer 
Insight Investment
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“The evidence shows that ignoring 
climate change will eventually 

damage economic growth. Our 
actions over the coming few 
decades could create risks of 
major disruption to economic 
and social activity, later in this 
century and in the next, on a 

scale similar to those associated 
with the great wars and the 

economic depression of the first 
half of the 20th century.”

Sir Nicholas Stern, 2006
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The year in review 
The changing landscape for responsible investment

In recent years, socially responsible approaches to investing have gained ground in many countries 
beyond the UK and the US, the most established markets. Funds managed according to responsible 
investment policies have been growing in European countries like Norway and France; interest in Asia 
has noticeably accelerated and a new SRI index was launched in Brazil. However, most ‘mainstream’ 
investors and commentators have continued to consider responsible investment as a niche investment 
style or strategy with little relevance to the traditional approach to managing money. However, last year 
– 2006 – seemed to be the year when an increasing number of traditional investors appeared to accept 
and embrace the legitimacy of responsible investment. Many began to come round to the view that 
environmental, social and governance (ESG) issues could be relevant to company’s financial success and 
to investment analysis and portfolio construction. They are also being convinced of the argument that 
institutional investors should take a more active role in encouraging good governance in the companies in 
which they invest.

Tangible evidence of this shift came in the guise of the launch in April of the UN Principles for Responsible 
Investment (PRI) by Kofi Annan. By the end of 2006, the PRI had attracted the support of over 100 
institutional investors with responsibility for more than US$5 trillion (£2.56 trillion). The Principles set 
out a broad framework for investor action, emphasising the importance of integrating ESG issues into 
conventional investment analysis; being active, responsible owners by promoting good corporate practice 
in these areas; and reporting transparently on the actions taken. Further evidence that responsible 
investment is becoming more prevalent came with the release of a report in September 2006 by Eurosif, 
the European Social Investment Forum, which found that assets valued at just over €1 trillion (£661 billion) 
are now managed on a socially responsible basis in Europe, with the UK market accounting for €781 billion 
(£517 billion) of those assets. 

A critical factor that has helped to cement acceptance of responsible investment is the widespread 
recognition of climate change as the most critical political and economic challenge the world faces. The 
unprecedented pace of global policy discussions and regulatory intervention and the release, in a blaze 
of publicity, of Nicholas Stern’s report on the Economics of Climate Change have helped to galvanise the 
attention of the investment world. Stern talked in terms the market could understand: he couched climate 
change as the greatest and widest-reaching market failure ever seen and was unequivocal in his strategic 
assessment of the economic risks and implications associated with global warming:  

“The evidence shows that ignoring climate change will eventually damage economic growth. Our 
actions over the coming few decades could create risks of major disruption to economic and social 

activity, later in this century and in the next, on a scale similar to those associated with the great 
wars and the economic depression of the first half of the 20th century.” 

Climate change is now recognised by mainstream investors as a material financial issue. Also now better 
understood is the relevance of many other issues, including human rights and supply chain management, 
which were also once viewed as peripheral to investment. Insight’s work on these topics will be detailed 
later in the report.

Our evolving approach to investor responsibility 

Insight’s primary responsibility is to deliver superior financial returns to its clients. Our belief is that the 
way in which a company is governed, and how well it manages the risks associated with its social and 
environmental impact, can be key drivers of investment returns. This is why, when making investment 
decisions, we assess both companies’ exposure to ESG issues and how well they manage them. This 
is also why we engage with companies to encourage them to manage these risks better. Examples of 
companies suffering financial losses or reputational damage because they have mismanaged critical 
environmental and social risks – or failed to adopt robust governance practices – are becoming more 
common. Conversely, examples abound of companies benefiting from good risk management and 
proving well placed to respond decisively and successfully to emerging business opportunities – through 
achieving cost efficiencies, winning new contracts, building market share or gaining the trust of 
consumers and regulators. 
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This report outlines how we delivered on our commitment to be a responsible investor in 2006 and to 
comply with the PRI. A summary of our PRI capability is outlined on page 6. 

Integrating ESG into investment analysis and decision making

In 2006, we strengthened our emphasis on integrating corporate governance and corporate responsibility 
issues into our investment decision-making processes for both credit and equity investments. An example 
of this work was an analysis of the investment implications of climate change for European electricity 
utilities – substantial emitters of greenhouse gases – for the 2008 to 2012 Kyoto Protocol compliance 
period and beyond. We also undertook in-depth research in other areas of increasing significance to 
investment, including nanotechnology, consumer health issues, water management, alternative energy, 
and waste management. This research fed into our equity and credit analysis and stock-selection process, 
as did our analysis of individual companies’ ESG risk exposure and quality of management. Our work on 
investment integration is presented in greater depth in Chapter 1.

Governance activism, engagement and voting

We also maintained our focus on engaging with companies to encourage them to achieve high standards 
of corporate governance and corporate responsibility. We engaged with 228 companies in total.

On corporate governance issues, we engaged with companies 125 times. Of these, 54 were ‘routine’ 
meetings with the chairmen and/or senior independent directors to discuss governance issues such 
as succession planning, business strategy, the financing of strategy and incentives, and rewards. We 
also covered many other governance issues in our wider meetings with companies, and carried out our 
commitment to vote on all resolutions at Annual General Meetings (AGMs) and Extraordinary General 
Meetings (EGMs) in the UK. During the year, we voted on a total of 7,408 resolutions at 770 company 
meetings, with a 100% record of delivering votes on time and accurately in the UK. This activity is set out in 
detail in Chapter 2. 

There are occasions when our proactive engagement does not generate the result we hoped for and 
so we need to use the formal rights granted to us as shareholders to encourage companies to makes 
changes to their governance arrangements. Perhaps the most high-profile case in 2006 was SkyePharma, 
where, after several unsuccessful efforts to encourage the company to change the composition of the 
Board and to appoint an independent chairman, we – together with other shareholders – requisitioned an 
EGM. While our preferred candidate was defeated, the company did agree to allow Insight to have input 
into the selection and appointment of two non-executive directors. 

On the issue of corporate responsibility, we engaged a total of 400 times with companies in the UK, 
Europe and beyond, on 10 different topics – ranging from climate change to human rights, chemicals 
and obesity. In Chapter 2, we describe in full our engagement on all these topics. To give some examples: 
Insight carried out extensive engagement with European electricity utilities companies to encourage them 
to integrate climate change into their investment strategies and business-planning processes, while also 
reporting their greenhouse gas emissions fully and consistently; we also held extensive consultations 
with food companies and others on new guidelines we proposed for managing consumer health 
issues, particularly obesity; and our work to benchmark oil, gas and mining companies on biodiversity 
highlighted the effectiveness of this approach to engagement, resulting in notable changes to companies’ 
management of these issues. This benchmark, along with a similar exercise focusing on housebuilders’ 
management and reporting of sustainability issues, has continued to evolve. In 2007, we will further 
develop these projects by working with a wider group of stakeholders. 

Promoting best-practice corporate disclosure on ESG issues

An essential element of Insight’s engagement is to encourage companies to report more fully and 
consistently on ESG issues. We find that the quality and consistency of corporate reporting on such 
topics varies considerably, from sector to sector and company to company. This lack of consistency 
limits our ability to make meaningful comparisons of companies’ performance or to determine how their 
performance in those areas may affect their financial performance and our investment returns. It can also 
limit the quality and effectiveness of the dialogue we have with companies. Chapter 3 details the various 
ways in which we have encouraged better reporting. As an example, we published a report on our analysis 
of European electricity utilities revealing significant gaps and inconsistencies in the data provided by these 
companies on their greenhouse gas emissions and other climate change-related issues. This finding was 
somewhat surprising given the pressure this sector has been under to reduce its substantial emissions. 
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On this basis, we made a series of recommendations to these companies as to how they might improve 
their disclosure.

Promoting responsible investment

Throughout 2006, Insight continued to contribute to the promotion and development of corporate 
governance, corporate responsibility and responsible investment. We actively encouraged brokers, 
investment consultants, others in the financial services industry and policymakers to develop their 
understanding of, and actively support, responsible investment. One of the highlights was the publication 
of a book co-edited by Rory Sullivan, the head of our Investor Responsibility team, entitled ‘Responsible 
Investment’. The book was launched by Stephen Timms MP, the then UK Minister for Pensions Reform, in 
London in March 2006. We also led the development of the Investor Statement on Climate Change – which 
is now supported by 16 institutional investors representing over £850 billion in assets under management 
– and continued to play a leading role in major collaborative initiatives such as the UN Principles for 
Responsible Investment, the Association of British Insurers, the Institutional Investors Group on Climate 
Change and the UK Social Investment Forum. Our efforts to promote responsible investment and to 
support investor collaboration are detailed in Chapters 4 and 5. 

Delivering transparency 

Insight itself continued to fulfil its commitment to being transparent and accountable to its clients and 
stakeholders by publishing comprehensive data, briefings and reports on ESG issues. This included 
quarterly summaries of our engagement and voting activity, longer reports detailing that engagement, as 
well as 26 Investor Responsibility briefings. A full explanation of how we report on our activity is provided 
in Chapter 6. Finally, we have extended our reporting by publishing this, our first annual report. We hope it 
provides a comprehensive overview of our work on responsible investment and clearly demonstrates how 
we deliver on our commitments as a PRI signatory. Should you have any comments or questions, please 
contact either of us, as appropriate. 

Rory Sullivan     William Claxton-Smith

Head of Investor Responsibility   Head of Corporate Governance 
rory.sullivan@insightinvestment.com   william.claxtonsmith@insightinvestment.com 
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Insight’s PRI capability

The UN Principles for Responsible Investment (PRI) were launched in April 2006 by Kofi Annan, the then Secretary General of 
the UN. Our sponsorship of the launch represented an expression of our commitment to the Principles from the outset, having 
played an active role in their development. By the end of 2006, the PRI had attracted the support of over 100 institutional 
investors with responsibility for assets valued at more than US$5 trillion (over £2.5 trillion). The Principles set out a broad 
framework for investor action, emphasising the importance of integrating environmental, social and governance (ESG) issues 
into conventional investment analysis, being active, responsible owners by promoting good corporate practice in these areas, 
and reporting transparently on the actions taken. Here we summarise how we implement each PRI principle. 

1 Incorporating ESG issues into investment 
analysis and decision-making processes.  
At Insight we:

Embed our Investor Responsibility and Corporate 
Governance teams within the core research function, 
reporting to the Head of Equities;

Undertake in-depth thematic and fundamental research 
on ESG issues, which equities and credit analysts build 
into their investment analysis and stock selection 
processes;

Encourage brokers to produce relevant analysis of 
the impact of ESG issues on company valuation and 
performance, directing a proportion of our votes to the 
brokers who produce the best reports.

2 Being active owners and incorporating ESG 
issues into ownership policies and practices.  
At Insight we:

Make voting recommendations and vote on resolutions 
on behalf of our clients – in 2006, we voted on a total of 
7,408 resolutions at 770 company meetings;

Engage actively with companies in which we invest – in 
2006, we engaged with a total of 228 companies, on one 
or more issues. In total, we raised corporate governance 
issues on 125 occasions, and environmental and social 
issues on 400 occasions;

Can demonstrate that a wide range of companies 
– including Holidaybreak, Sci Entertainment Group, 
National Express, Tiffany & Co and Royal Dutch Shell 
– have improved their management and/or reporting of 
ESG risks as a result of our engagement. 

3 Seeking appropriate disclosure on ESG issues 
by the entities in which we invest.  
At Insight we:

Engage directly with companies to encourage them to 
improve their disclosure on ESG issues through one-on-
one meetings and our benchmarking projects;

Collaborate in a range of industry initiatives designed 
to enhance corporate transparency and accountability 
including the Carbon Disclosure Project (CDP) and the 
Global Reporting Initiative (GRI);

Publish analyses and make recommendations to 
companies to encourage them to improve their 
reporting; a key publication in 2006 was our critique of 
the reporting of European electricity utilities.



















4 Promoting acceptance and implementation of 
the Principles within the investment industry.  
At Insight we:

Meet with brokers, investment consultants and policy 
makers to discuss a range of responsible investment 
issues and encourage each constituency to put more 
emphasis on it in their work;

Play an active role in important initiatives that promote 
responsible investment, including the UN Principles 
for Responsible Investment, the Association of British 
Insurers (ABI), the UK Social Investment Forum (UKSIF) 
and the Institutional Investors Group on Climate Change 
(IIGCC);

Spoke at 12 seminars and conferences on responsible 
investment and ESG issues during the year.

5 Working together to enhance our effectiveness 
in implementing the Principles.  
At Insight we:

Work with investor groups such as the ABI and the 
IIGCC. In 2006, we contributed to the ABI’s revision of its 
remuneration guidelines and led the development of the 
IIGCC Investor Statement on Climate Change;

Host seminars for other investors to discuss ESG issues; 

Participate in a number of joint investor meetings 
with companies to discuss different aspects of their 
performance on ESG issues.

6 Reporting on our activities and progress 
towards implementing the Principles.  
At Insight we:

Provide detailed reports on our investment performance 
and on our responsible investment activity to our retail 
and institutional clients;

Publish full quarterly engagement and voting reports. In 
2006, we published 26 briefings and seven publications 
on corporate governance and responsible investment;

Published a book entitled ‘Responsible Investment’ 
co-edited by Rory Sullivan, the head of our Investor 
Responsibility team.
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About Insight

Insight Investment Management (Global) 
Limited is the asset manager of HBOS Plc. 
Insight manages funds for institutional 
and retail clients across a range of asset 
types, including equities, bonds, derivatives 
and alternatives. Insight’s assets under 
management as at 31 December 2006 
totalled £98.6 billion.

Approximately one third of those assets are 
invested in equities, predominantly in the 
UK. Over half are invested in bonds, with 
the balance being held as cash or in multi-
manager or private equity funds. Our clients 
include more than 300 pension funds and 
over three million retail customers.
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�		Introduction
Investor responsibility at Insight

Insight firmly believes that poor governance practices and mismanagement of social and environmental 
risks can significantly impact on corporate performance and thus investment returns. We believe we 
have a duty to our clients to assess the extent to which the companies in which we invest are exposed 
to ESG risks, and to assess the quality of their management of those issues. Moreover, we believe that 
duty extends to encouraging companies in which we are shareholders to manage ESG risks effectively by 
meeting high standards of corporate governance and corporate responsibility. 

As one of the largest asset managers in the UK, Insight takes its responsibility extremely seriously. 
Insight has been a leading activist on corporate governance for over 30 years. In 2002, we made a policy 
commitment to managing all of our assets according to responsible-investment principles. This policy is 
available at www.insightinvestment.com/Documents/responsibility/00292_SRI_Policy.pdf

To deliver on that commitment we established a market-leading Investor Responsibility team. Biographies 
of the team members are listed in Annex I. Since establishing the team five years ago, we have played a 
leading role in many debates on corporate governance, climate change, sustainable development and 
corporate responsibility, and we have clearly influenced the companies in which we invest to run their 
businesses more responsibly. 

The single most important motivation of our responsible investment activity is to protect and enhance our 
client’s financial returns. 

We deliver on our commitments by: 

Actively promoting good corporate governance by encouraging companies to adhere to the principles 
of the Combined Code on Corporate Governance, or to explain their non-compliance, and by 
exercising our clients’ voting rights;

Conducting thorough and accurate research on companies’ performance on corporate governance 
and corporate responsibility issues and integrating our findings into Insight’s investment analysis and 
stock selection processes;

Engaging with companies on governance issues such as strategy, remuneration, succession planning, 
board structure, capital structure, mergers and acquisitions and take-over bids, with a view to 
improving their corporate governance;

Engaging with companies on social and environmental issues, such as climate change, consumer 
health, and other corporate responsibility issues, tailoring our recommendations to each company; 

Offering specialist investment products to our institutional and retail clients that enable them to invest 
according to their ethical values, while meeting their investment objectives;

Promoting corporate governance, corporate responsibility and responsible investment by playing an 
active part in debates, conferences and policy consultations around responsible investment – and 
taking a lead on some issues;

Being accountable for our work to clients and other stakeholders by publishing regular reports of all 
our investor responsibility activity.

About Insight















http://www.insightinvestment.com/Documents/responsibility/00292_SRI_Policy.pdf
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“Insight’s Investor Responsibility 
team has extensive experience 

in spotting emerging trends, 
researching social and 

environmental themes and 
understanding how they might 

affect the performance of 
different sectors and businesses. 

This allows us to analyse 
whether companies face risks 

that traditional forms of financial 
analysis may not identify and to 
position our portfolios to benefit 

from new trends.”
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2  Integrated investment analysis
Our approach

At Insight, we firmly believe that ESG issues can be important determinants of a company’s success and of 
investment performance, both over the short and long term. The Investor Responsibility team now works 
more closely than ever with our analysts and fund managers to provide them with detailed analysis of 
how companies they are considering for investment might be affected by ESG issues, some of which are 
becoming increasingly financially material.

Businesses have always had to operate within a social contract – a set of tacit agreements with society: on 
the one hand they have to uphold the law, while on the other they have to adhere to societal expectations, 
which evolve over time. In recent years, it has become clear that society’s expectations of business are higher 
and more complex than ever before. In fact, they have become critical determinants of business success. 

These strengthening expectations present two key challenges to business. First, they extend beyond what 
has traditionally been seen as the boundary of business responsibility (for instance, to produce the goods 
and services demanded by customers, to make appropriate returns for investors, to comply with the law). 
Secondly, they extend the range of a firm’s stakeholders, from the core groups to which companies are used to 
responding (such as customers, employees and regulators), to encompass actors such as non-governmental 
organisations (NGOs) and wider civil society. Some of these new requirements – such as reductions in 
greenhouse gas emissions and energy efficiency – have already started to be enshrined in legislation. Others 
– such as responsibilities to ‘treat customers fairly’ and complying with the International Labour Organisation’s 
(ILO) Conventions or the principles set out in the UN Universal Declaration of Human Rights (UDHR) – have yet 
to be formally codified, but increasingly influence stakeholders’ expectations of companies. 

Many companies and business commentators often automatically assume that these shifting expectations 
are bad news. Indeed, some firms have been adversely affected (by, for example, litigation or falling 
demand for their merchandise). However, many have in fact benefited by developing products that 
are more environmentally friendly, healthier or more ethical, to meet the emerging demands of their 
customers and wider stakeholders. 

Insight’s Investor Responsibility team has extensive experience in spotting emerging trends, researching 
social and environmental themes, and understanding how they might affect the performance of different 
sectors and businesses. This allows us to analyse whether companies face risks that traditional forms 
of financial analysis may not identify and to position our portfolios to benefit from new trends. In this 
chapter, we explain the five principal ways in which we build this analysis into our standard investment 
decision-making. 

Thematic research

The corporate risk initiative

Fundamental analysis

Integrating governance issues into investment decisions

Broker research

Thematic research

A significant amount of the Investor Responsibility team’s time is devoted to working with portfolio 
managers and research analysts to research ESG themes and to identify specific companies to research 
further. These companies are subject to detailed analysis, so as to understand, for example, how the 
thematic driver might affect cashflows, returns and other financial measures of companies’ success. This 
research allows us to generate stock ideas for our portfolios, as well as identify risks that may not be 
highlighted by more traditional forms of investment analysis.

In conjunction with our research and fund-management colleagues, we agree key themes on which to 
focus our research efforts. At any one point, we will be actively researching four to six themes (currently 
climate change, water, waste, demographic change and consumer health and obesity), with a further five 
to ten on a ‘watching brief’. Here, we illustrate our thematic analysis by explaining work we did on how 
companies might be affected by climate change and obesity. 













�2 Putting Principles into Practice

Climate change

Several sectors – such as electricity, oil and gas, cement – are particularly exposed to policy measures 
directed at reducing greenhouse gas emissions. These policy measures are likely to increase the cost 
of electricity and have knock-on effects for heavy electricity users such as retailers. There may also be 
opportunities for renewable energy companies or those involved in activities such as emissions trading. 

From mid-2005 to early 2006, our thematic research focused on 12 European electricity utilities in which 
we had significant equity or bond holdings to gain a better understanding of how these companies are 
positioning themselves to respond to the risks and opportunities they face from European regulation 
directed at reducing greenhouse gas emissions between 2008-2012 (Phase II of the Kyoto compliance 
period), and beyond. Our analysis considered company performance in the areas of climate change 
policies, governance and management, operations, emissions inventories and emissions-management 
strategies.

For each company, we modelled, on a country-by-country basis, current greenhouse gas emissions, 
projected changes in greenhouse gas emissions taking account of plans for new investments and the 
closure of existing plant, and the likely changes in emissions allocations under the EU Emissions Trading 
Scheme (ETS). This allowed us to quantify the expected emissions surplus/deficit for each company and, 
hence, the expected cost of purchasing additional emissions credits. We then looked at a company’s 
market position, in particular its ability to pass these costs through to its final customers and the attitude 
of regulatory bodies to the increases in electricity prices. We also analysed each company’s quality of 
management in relation to climate change risks and opportunities. In doing this, we considered the 
company’s own analysis of climate change risks and opportunities, the company’s objectives and targets, 
carbon dioxide (CO

2
) abatement and offset strategies, and the manner in which the company was 

integrating climate change into its overall strategy.

We determined that some companies had fully factored their exposure to climate change into their 
strategies and financial forecasts, whereas others had not. We made adjustments to our investment 
portfolios and company ratings accordingly.

Consumer health and obesity

During 2005 and 2006, in conjunction with London’s City University Food Policy Department, Insight 
conducted a study of the world’s largest food companies to assess how they are responding to consumer 
health and obesity issues. The previous year, the World Health Organisation (WHO) declared in its Global 
Strategy on Diet, Physical Activity and Health (DPAS) that obesity is a serious and growing global public 
health crisis, with enormous severe human and economic consequences. It called on both governments 
and business to step up their efforts to address obesity by promoting healthy diets and physical activity. 
Food companies therefore now face mounting pressure from many directions to ensure that they protect 
their market share and competitive positions in an increasingly health-conscious world.

The research looked at the emerging pressures on the industry relating to obesity and how companies 
were responding to them. They included the threat of litigation, regulations relating to food labelling and 
restrictions on advertising to children, as well as efforts to promote responsible consumption. We also 
looked at the make-up of companies’ product portfolios and how good or poor their management of this 
issue was. 

We concluded that Unilever, Danone, Cadbury Schweppes, Kraft and McDonalds had gone furthest 
in articulating policies and programmes to address consumer health concerns. We then conducted 
additional research to identify other companies within the supply chain of the food and beverage sectors, 
and in related health sectors, that might profit from the clear emerging move towards healthier eating and 
lifestyles. This work enabled us to identify several companies for investment, and we made a number of 
changes to our investment portfolios as a result.

Insight’s Corporate Risk Initiative

Another approach we use to consider how companies might be affected by ESG issues is by addressing 
those subjects within our Corporate Risk Initiative. 

The Corporate Risk Initiative brings together representatives from Insight’s equity, credit, corporate 
governance and investor responsibility teams to strengthen collaboration and leverage their specialist 
skills on important investment themes. Working groups identify specific research questions relating to 
corporate risk and seek to answer them. 
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During 2006, different groups focused on corporate governance, pension liabilities, climate change 
and energy, narrative reporting and capital structure. They met regularly to critically assess the 
financial materiality of the topic, develop risk indicators to assess the corporate exposure and quality of 
management related to the issue, identify data sources, and develop analytical tools that can be routinely 
used by equity and fixed-income analysts in their assessment of companies. In Box 1, we use the example 
of corporate governance to illustrate how this process works.

Box 1: Corporate Risk Initiative: Corporate Governance Working Group

The Corporate Governance Working Group was established to identify financially relevant governance risks in companies 
whose bonds or equities we hold. The Group developed a series of corporate governance risk indicators to assess the 
companies’ governance. A total of ten indicators were identified. Two examples were:

Board structure: What proportion of a board is comprised of non-executive directors? Where less than half of a board 
are non-executive directors, there may not be sufficient independence on the board. The Combined Code on Corporate 
Governance states that boards should include a balance of executive and non-executive directors (and, in particular, 
independent non-executive directors) such that no individual or small group of individuals can dominate a board’s decision 
making; 

Executive remuneration: Insight recommended voting against or abstaining from voting on a Directors’ remuneration 
report due, for example, to concerns about inappropriate drivers for the long-term incentive plans or options re-testing.

Using these and other indicators, we assessed the performance of the companies in the FTSE All-Share Index, as well as other 
priority stocks outside that Index that were identified by our European and global fund managers. Companies were given a 
score of 0 or 1 on each metric, where 1 represented best practice and 0 represented significantly below best practice. Each 
risk indicator was weighted depending on our assessment of its overall importance to successful corporate governance. The 
companies were then split into three groups: 

Category A: Companies where the governance risks were considered to be very high and detailed further research and 
discussion would be required prior to investing in the company;

Category B: Companies where some governance risks were identified and some further research and discussion would 
be required prior to investing in the company;

Category C: Companies where no governance risks were identified.

Our Corporate Governance team then researched companies in categories A and B in more detail and wrote a short note 
on each to capture our overall view. The scores and notes are made available to all equity and credit analysts, and fund 
managers, through Insight’s central research database. 











Company analysis 

The third way we factor ESG issues into our research process is by assisting equity analysts with their 
fundamental – or company-specific – analysis. Many firms have a significant environmental and social 
impact that is material to their financial success and face the challenge of upholding high ethical and 
governance standards. Recent examples of how our Investor Responsibility and Governance teams 
contributed to our analysis of specific stocks include: 

Are companies ensuring that directors’ interests are properly aligned with those of shareholders? Are 
remuneration arrangements encouraging directors to behave inappropriately or without due regard 
for the long-term success of the business?

How are particular food companies addressing consumer health issues? Are those issues directly 
affecting those companies’ revenues, margins and profits? 

How are airlines responding to the increasing regulations and other pressures to reduce their 
greenhouse gas emissions? How will regulatory changes affect airlines’ cashflows and profits? 

How are oil, gas and mining companies addressing local communities’ concerns and human-rights 
principles? Are companies’ abilities to manage these issues likely to impact on their ability to access 
new concessions or projects? 

What are the financial implications of health and safety issues for oil and gas companies’ refining 
operations? 

In addition, we do a lot of work to assess the potential of renewable and alternative-energy stocks, both 
for our ethical and our mainstream funds. This work is illustrated in Box 2.
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Box 2: Case study: Investing in renewable energy technologies

Background

With new climate change regulations beginning to take effect 
around the world, companies involved in the alternative 
energy (low-carbon) sector look increasingly attractive. As 
Insight’s ethical funds have long invested in the renewables 
sector, we have developed a thorough understanding of 
many renewable energy technologies and companies. In 
2006, we extended our work with Insight’s analysts and 
fund managers to: a) build their understanding of the 
environmental, economic and political cases for investing 
in the alternative energies sector, and; b) identify potential 
candidates for investment for all funds. We were particularly 
interested in opportunities to invest in wind, solar and 
biofuels companies.

Wind power

Insight recognised the environmental case for wind power 
many years ago. It is a particularly attractive form of energy 
because wind turbines require little maintenance and, 
unlike fossil fuel and nuclear power stations, they require 
no fuel over their 30-year lifespan. A report issued in April 
2006 by the UK Government-backed UK Energy Research 
Centre found that wind power is as reliable and as cheap as 
electricity from fossil fuels and nuclear reactors, and that it 
could easily be used to generate at least 20 per cent of the 
UK’s electricity.

In recent years, Insight has had some exposure to wind power 
through its holdings in various electricity utilities (as most 
have made investments in this area). However, during this 
time, we considered the leading manufacturing companies 
in the wind sector – including market leader Vestas – to be 
overpriced. We had also thought that Vestas’ balance sheet 
was quite weak and were uncomfortable with the volatility 
of its share price performance. Following a profit warning in 
November 2005 (which we expected), the company’s share-
price fell sharply, bringing the company’s valuation back to 
much more attractive levels. At the same time, a change in the 
US policy (more supportive legislation) boosted demand for 
wind turbines. Accordingly, in February 2006, several of our 
mainstream funds bought into Vestas. We later increased our 
holdings on their announcement of a small capital increase 
(which further shored up the company’s balance sheet). We 
now believe that the investment case is strong and expect 
the recent growth that we have seen to continue.

Solar power

Solar is another alternative energy that is benefiting from 
recent climate change legislation, particularly substantial 
subsidies in Germany and Spain. Worldwide, solar energy 
demand has grown at approximately 25% a year for the 
past 15 years. During this period, solar companies have 
succeeded in continually reducing costs by about 4% a year. 

In 2006, Insight invested in several solar stocks, including 
Germany’s Q-Cells AG, the second largest manufacturer of 
solar cells in the world. We believe that the company is well 
placed to benefit from the expected continued demand for 
solar products. The company has secured a supply of its 
primarily raw material polysilicon (of which there is currently a 
global shortage), as well as contracts for the vast majority of its 
production for at least the next two years. The company is also 
developing other silicon- and non-silicon-based technologies, 
which should keep it in the vanguard of technological change 
within the solar market in the near future.

Biofuels

In 2005 and 2006, high fuel prices, energy security fears and 
concerns about climate change focused global attention, 
including that of investors, on alternative energies. Biofuels 
– transportation fuels derived from renewable biomass 
rather than finite fossil fuels – have not escaped notice. Many 
believe they have an important role to play in addressing 
these issues, as they produce less CO

2
 and other greenhouse 

gases when burned than oil-derived fuels, and could help to 
reduce our dependence on oil.

Governments around the world have been actively promoting 
biofuels. For example, the European Union’s 2003 Biofuels 
Directive recommends that 5.75% of the energy content of 
all petrol and diesel sold as transport fuels be from biofuels 
or other renewable fuels by 2010, rising to 20% by 2020. 
Individual European countries have followed up with their 
own policies. In the US, the Energy Policy Act of 2005 (the 
‘Energy Bill’) includes a renewable-fuels standard (RFS) that 
mandates the annual use of 4.0 billion gallons of renewable 
fuels in 2006, rising to 7.5 billion gallons in 2012. Other 
countries, including Australia, Argentina, Brazil, Canada, 
India and Thailand, have similar initiatives.

In 2006, there were so many new listings of bio-diesel and 
bio-ethanol companies in Europe and the USA that talk 
of a biofuel ‘bubble’ was rife. We met with many of these 
companies, gaining valuable insight into their respective 
markets. We ultimately bought into Verbio AG, a German 
producer of both fuels, for several of our funds. Verbio was 
the first biofuel company in which we believed we could profit 
from our investment. Further, we felt that Verbio’s business 
model was more secure than that of US companies, in part 
because the German directive for the use of biofuels was 
significantly stricter than that of the US at that time.
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Integrating governance into investment decisions
Given Insight’s in-depth understanding of corporate governance issues, we aim to ensure that we harness 
our knowledge to make the best investment decisions possible. Our governance specialists have daily 
conversations with analysts and fund managers about companies’ governance practices. We have chosen 
the example of Misys to explain how we account of companies’ governance when making investment 
decisions.

Throughout 2005, the share price of Misys – a UK software and services provider – fell due to poor 
management, including the company’s failure to dispose of the Independent Financial Advisors support 
network, Sesame, and the high turnover of board members and senior managers. We took advantage 
of the dip in the share price and acquired a stake in the company. We did so because we believed that 
the company’s fundamental strategy and structure were sound, and although we didn’t think that the 
company was being run in the interests of shareholders at that time, we believed we could use our 
expertise to press for changes in governance that would release value for shareholders over the long 
term. Since then, we have played an active role in encouraging changes in the Board to achieve that aim.

Kevin Lomax, the company’s founder, had been Chairman and Chief Executive Officer (CEO) for many 
years; in November 2005, these roles were separated. Sir Dominic Cadbury immediately stepped into 
the role of interim Chairman. Sir John Omerod, Senior Independent Director (SID), led consultations 
with shareholders, including Insight, proposing that Sir Dominic become permanent Chairman. Insight 
supported this decision for three reasons. First, we believed that he had sufficient experience and 
authority to be an extremely effective chairman. Second, we had formed a good relationship with 
Sir Dominic when he held board positions at Cadbury, Diageo and EMI. And third, he had made a 
commitment to remaining in that role for two terms (or six years) therefore enabling him to play a key role 
in succession planning for the next chief executive.

The promotion of Sir Dominic to the role of permanent chairman was of particular significance as a 
leveraged buy-out of the company was proposed in July 2006, led by Kevin Lomax. Insight arranged a 
meeting with the Chairman and the SID to discuss this approach. Additionally, Insight met with the ex-
management team, led by Michael O’Leary, who were also putting forward a bid. In such situations, Insight 
relies on independent directors to look after the interests of shareholders. In this case, the independent 
directors did not believe any of the proposals put forward were in the interests of shareholders. 

In October 2006, following the failure of the bids, Kevin Lomax left the company, and was shortly followed 
by the other members of the management who had proposed the buy-out. At that point, Sir Dominic 
stepped into the role of interim CEO. In November 2006, Mike Lawrie was externally appointed as the new 
CEO. 

Thanks to the good judgement and hard work Sir Dominic, and the proactivity of major investors including 
Insight, the company is now being run with shareholders’ interests at heart. The Chairman disposed of 
the IFA support network Sesame, made sure that the company was not sold cheaply to the management 
buy-out team and has re-energised the business by recruiting a new management team within a relatively 
short period of time. 

Broker research

The final way in which we aim to ensure that ESG issues are taken into consideration in investment 
decisions is by encouraging brokers to consider those issues in the investment research they publish. 

In recent years, in part due to increasing pressure from asset managers and investors, but also due to the 
recognition that ESG issues can be material to companies’ financial performance, a growing number of 
brokers have published research that addresses these issues. For example, with the advent of the EU ETS, 
climate change swiftly moved from being a theoretical risk for significant CO

2
 emitters to one that could 

be quantified. Interest in companies involved in renewable/alternative energies grew exponentially as a 
result, and, in 2005 and 2006, we saw an explosion of broker research covering these topics; particularly 
good work is done in this field by Canaccord Adams, Photon Consulting and Ardour Capital Partners. 
Another example was the excellent piece of work produced by JPMorgan entitled ‘Obesity: Reshaping the 
food industry’ which provided substantial evidence that the rising concern about obesity is beginning to 
impact on the performance and prospects of the world’s largest food manufacturers. 

Insight is keen to encourage brokers to provide more research on material ESG issues. In 2004, we wrote 
to Insight’s top brokers specifically requesting more research; later that year, we joined United Nations 
Environment Programme Finance Initiative (UNEP FI) and its Asset Management Working Group (AMWG), 
which aims to mainstream the integration of ESG issues in investment decision-making and ownership 
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practices. In 2005 and 2006, we contributed to the Group’s ‘Materiality Series’, which resulted in the 
publication in 2006 of ‘Show Me the Money: Linking Environmental, Social and Governance Issues to 
Company Values’, highlighting the importance of these issues to company valuations.

The Investor Responsibility and Corporate Governance teams also control a proportion of Insight’s votes 
that govern the commission (payments) we make to brokers for their research. When allocating votes, we 
consider the quality and usefulness of the entire range of brokers’ services, including written company- 
and sector-specific, as well as thematic and bespoke, research, conferences, company contacts and 
meetings. We meet regularly with brokers that provide research on ESG issues to explain our approach to 
investment research, to explain our research needs and to provide critical feedback. In 2006, we met with 
Citigroup, Cannacord, DrKW, Goldman Sachs, JP Morgan, Société Générale and UBS, among others.

Insight also participates in the annual Thomson Extel Survey – which ranks brokers and individual sell-side 
analysts across a range of issues – as well as the annual survey it carries out with the UK Social Investment 
Forum (UKSIF) on socially responsible investing.
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“As a large institutional investor, 
Insight is firmly committed to 
encouraging the companies 
in which we invest to achieve 
high standards of corporate 
governance and corporate 

responsibility.  
…However, our activism is 

not first and foremost about 
preventing corporate collapse; it 
is principally about ensuring that 
companies uphold governance 
practices that enable them to 
deliver sustainable long-term 
value for their shareholders.”
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�  Activism, engagement and    
 voting

Introduction

Our approach

As a large institutional investor, Insight is firmly committed to encouraging the companies in which we 
invest to achieve high standards of corporate governance and corporate responsibility. We believe we 
have a duty to our clients to identify, as early as possible, whether companies face ESG-related risks and 
opportunities and to ensure that they address them properly. The high-profile collapses a few years ago of 
large US firms such as Enron and Worldcom, and Italian firm Parmalat, have demonstrated how important 
it is for investors to closely follow the governance practices of the companies in which they invest and to 
intervene early when they sense that directors are not managing the company in shareholders’ interests. 
However, our activism is not first and foremost about preventing corporate collapse; it is principally about 
ensuring that companies uphold governance practices that enable them to deliver sustainable long-term 
value for their shareholders. This in turn secures stronger returns for our clients.

As investors, we need to make sure that companies manage environmental, social and ethical risks 
effectively. This means ensuring that they take steps to understand and prepare for new regulations or 
controls that governments might impose. It can also mean adopting voluntary standards on issues that 
are not heavily regulated – or where enforcement is weak – but that have strong stakeholder backing. 
Companies also need to ensure that they are not at risk of being sued or of losing consumer trust and 
sales due to poor management of the environmental, social and ethical dimensions of their businesses. 

Companies must also consider how what they do – or, indeed, don’t do – might impact their reputation – 
an extremely significant source of brand value in some sectors. Poor management of some issues can lead 
to higher operational costs or even the loss of their licence to operate in some circumstances. Conversely, 
companies can benefit from exploiting environmental and social trends, by, for example, launching new 
products or services that address green or ethical segments of the market. 

Insight has been engaging with companies on corporate governance issues for over 30 years and on a 
wide range of social and environmental issues since 2002. We engage with companies through one-to-
one meetings; by hosting seminars; via correspondence; and by collaborating with other investors. Most 
of our engagement is proactive and focuses on exploring specific issues in depth with the companies for 
which the issue is particularly relevant. On occasion, usually when a major incident or news story comes 
to light, we engage with the affected companies reactively. 

Three principal factors guide our selection of engagement topics: 

The materiality or business relevance of a particular theme or issue to companies or sectors in which 
we invest;

The likelihood that our intervention will significantly affect a company’s conduct or contribute 
constructively to an evolving debate;

The seriousness of the environmental or social impacts at hand. 
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Our engagement in 2006

In 2006, we engaged with 228 companies on 16 issues or themes. Table 1 summarises all of the 
engagement we undertook, on all issues. (As we engaged with some companies more than once a year 
on a specific topic, or on more than one topic, the total shown in the table is higher than the total number 
of companies.)

Table 1: Insight’s engagement on corporate responsibility and corporate governance issues, 
2006

Corporate governance

Board policies and codes of ethics 10

Board structure 19

Capital structure 7

Directors’ remuneration 42

General governance 45

Non-routine chairman meetings 2

Sub-total 125

Corporate responsibility

Climate change risks 122

Consumer health and obesity 13

Corporate responsibility, strategy, governance, reporting and management 23

Environmental risk management: general policy and management; biodiversity 26

Health and safety 154

Human rights 9

New and emerging technologies 17

Pension deficits 9

Supply-chain risks: general policy and management; palm oil 15

Sustainable homes 12

Sub-total 400

Total �2�
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Governance and voting

Overview

The principal objective of our activism, engagement and voting is to enhance shareholder value over the 
short- and long-term by encouraging better corporate performance. We believe that we have a duty to 
ensure that directors run companies in the interests of our clients – their ultimate owners – and to ensure 
that directors are fully accountable to shareholders. 

In our view, to be well-governed and well-managed, a company must have the right structures, the right 
people and the right processes in place. From a governance perspective, it is particularly important 
that there are adequate controls to safeguard shareholders’ assets and that no single individual wields 
too much influence. The primary responsibility for ensuring that companies have effective systems of 
corporate governance lies with their boards of directors. The role of investors is to play an active part 
in holding the board accountable for discharging this responsibility, by monitoring the boards’ actions, 
having constructive dialogue with boards and by voting all proxies, having fully considered the resolutions 
put forward.

Insight proactively engages with company boards on a wide range of issues, including succession 
planning, board composition, strategy, finance/capital structure, executive remuneration, internal controls 
and corporate responsibility. We also work with other investors – through organisations such as the ABI 
(see Chapter 5) – to encourage higher standards of corporate governance across the market as a whole. 
In exceptional circumstances, where our proactive engagement is not effective, we use the formal rights 
granted to us as shareholders to push change by requisitioning meetings or proposing resolutions.

In the following sections, we describe two key elements of our corporate governance activities. We first 
explain our approach to voting and discuss some of the key themes that emerged during the 2006 voting 
season. Then, we describe our rolling programme of meetings with chairmen and senior independent 
directors. These meetings allow us to develop an understanding of our respective agendas and priorities 
and can provide valuable reassurance that a company is being run in the long-term interests of its 
shareholders. They also allow us to build good working relationships that stand both us and the company 
in good stead in times of crisis.

Voting

In 2006, we voted on a total of 7,408 resolutions at 770 company meetings. A summary of our voting 
recommendations is provided in Table 2.

Table 2: Summary of voting activity, 2006

Quarter Number of 
company 
meetings

Votes  
for

Votes  
against

Votes 
abstained

Total 
resolutions 
voted

January – March 83 693 7 1 701

April – June 364 3,803 32 12 3,847

July – September 193 1,896 10 2 1,908

October – December 130 938 10 4 952

Total ��0 �,��0 �� �� �,�0�
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Our approach to voting 

We routinely vote on behalf of our clients with regard to all the UK companies in which we invest, as well 
as on selective issues outside the UK. This voting may be tailored to reflect the specific preferences of our 
clients.

The standards governing our approach to corporate governance and corporate responsibility are 
influenced by the rules imposed on companies by government regulation, appointed regulators and 
the listing policies of stock exchanges. We also follow the guidance provided by additional principles, 
codes and guidelines, such as the Combined Code of the Committee on Corporate Governance and 
the Institutional Shareholders’ Committee’s Statement Concerning the Responsibilities of Institutional 
Shareholders and Agents. In line with most other institutional investors, Insight promotes compliance with 
the Combined Code. 

We have developed a template to ensure that important corporate governance and corporate 
responsibility concerns are considered. The issues originate from our own policies, from regulation and 
from general institutional guidelines, such as those listed above. They include:

Board structure and composition

Annual Report and Accounts

Communications with shareholders

Directors’ time commitments and suitability for election

Director education and evaluation

Audit and internal control

Shareholder rights

Directors’ contracts and severance packages

Directors’ shareholdings

Directors’ remuneration

Social and environmental performance.

Each issue in the template is underpinned by a series of policy positions on specific issues. We provide an 
example of this in Box 3, which describes our policy positions relating to board structure and composition.

It is important to emphasise that our approach to voting, as with all of our governance activism and 
engagement, is based on the ‘comply or explain’ approach advocated by the Combined Code. While 
we encourage companies to comply with the principles set out in the Code, we recognise that perfect 
compliance may not be feasible or desirable in particular situations and that shareholder value may be 
better protected through deviation from the principles in certain circumstances.

We employ Manifest, the specialist voting agency, to analyse every resolution of every meeting for each 
of the UK companies in which we invest. In common with most institutions, we find the vast majority of 
resolutions to be non-controversial, and we vote with management. Nonetheless, every resolution is 
tested against our template to identify issues that may require further investigation. Any item that does 
not meet the criteria for a vote in favour will be reviewed. We do not automatically vote against or abstain 
from a resolution. Should a potentially controversial resolution be on the ballot, the issue is discussed 
with relevant members of our investment team (such as fund managers, analysts, corporate governance 
specialists). 

In all cases where we are considering voting against management, the fund management team will 
assess the situation further. This might include studying published documentation more carefully, having 
conversations with the company, and/or having discussions with parties such as trade bodies and other 
shareholders. In high-profile or particularly contentious cases, our Head of Equities or Chief Investment 
Officer is consulted before a final decision is made. 

It is rare for Insight to be involved in voting on shareholder resolutions on environmental or social grounds 
in the UK and Europe because relatively few such resolutions are brought forwards for companies in 
which we invest. This year was no exception. We were involved in only one such resolution during 2006. 
A number of shareholders coordinated by the UK Ecumenical Council for Corporate Responsibility (ECCR) 
tabled a resolution at Shell’s AGM in May. ECCR was concerned by the loss of production, environmental 
costs and reputational risks faced by Shell, particularly in Nigeria, Ireland and Russia. We did not support 
the resolution for several reasons: the company was being responsive to our ongoing engagement, the 
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specific objectives of the resolution were unclear, and a number of the measures requested – for example, 
to strengthen environmental impact assessment processes – were already being implemented by Shell. 
The resolution was defeated, with 83% voting against and 11% abstaining from voting. 

Box 3: Insight’s policy positions on board structure and composition

Issue Policy Position

Combining the roles 
of CEO and Chair

We are generally opposed to the combination of the roles of CEO and chairman. We believe 
that a chairman should meet independence criteria at the time of his/her appointment.

CEO becoming Chairman We are generally opposed to the practice of CEOs becoming chairmen. In such situations, we 
will seek persuasive justification for such practices. Large shareholders should be consulted in 
advance in cases where a CEO becomes a chairman. 

Senior Independent 
Director

The role of senior independent director is of particular importance in three situations: (a) where 
the roles of CEO and chairman are combined; (b) when a chairman is not an independent 
appointment (for example, when the CEO has been appointed to the position of chairman); 
and (c) where a chairman is a full-time executive.

Board composition We believe that the board should include an appropriate balance of executive and non-executive 
directors (and, in particular, independent non-executive directors) such that no individual or 
small group of individuals can dominate a board’s decision making. We believe that boards 
should include at least three executive directors. Furthermore, to prevent boards becoming 
too large and unwieldy, we are of the view that the majority of non-executive directors should 
be independent.

Audit committee 
composition

We believe that audit committees should be established. These audit committees should 
comprise at least three independent non-executive directors. At least one audit committee 
member should have relevant and recent financial experience.

Remuneration committee 
composition

We believe that remuneration committees should be established. We are opposed to non-
independent non-executive directors sitting on remuneration committees. However, we 
recognise that it is not inappropriate for chairmen to sit on remuneration committees. In 
such situations, chairmen should not be responsible for setting or approving their own 
remuneration packages. We believe that companies should report on the salaries of each 
individual director.

Nomination committee 
composition

We are opposed to non-independent non-executive directors sitting on nomination 
committees. While we recognise that it is not inappropriate for the chairman to sit on such 
committees, chairmen should not lead the search to find their successors.

Contentious votes

Compared to previous years, the peak voting season was relatively uncontroversial, with the most 
contentious issue continuing to be remuneration. Insight voted against the remuneration reports of 
Abbot, Burren Energy, Mapely, Morgan Sindall and Randgold. We also abstained on PartyGaming’s 
report. The relatively low number of abstentions and votes against management reflects the fact that 
more companies are now consulting investors either directly, or indirectly through their advisors, on the 
introduction of new schemes or changes to existing schemes ahead of meetings. A number of companies, 
for example, 3i and HSBC, are now holding meetings every year with major shareholders to discuss 
corporate governance and remuneration. 

When our engagement is not effective, we are forced to push for change by requisitioning meetings or 
proposing resolutions. One such example this year was when Insight – together with other shareholders 
– requisitioned an EGM at SkyePharma. We called this meeting after several attempts to encourage 
the company to change the composition of the board and to appoint an independent chairman were 
unsuccessful. While our preferred candidate was defeated, the company did agree to allow Insight to have 
input into the selection and the appointment of two future non-executive directors.

One issue that emerged this year was that of uncapped bonuses. As a general principle, Insight favours 
increases to variable rewards rather than to basic salaries. This is because salaries are the building blocks 
of remuneration. As salaries grow, they place large ongoing costs on a business through a multiplier effect 
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on variable remuneration (the higher the basic salary, the larger the variable rewards based upon it). 
Further, it is our view that remunerating executives (and staff) through variable rewards such as bonuses 
and options better aligns the interests of the company with it’s shareholders. While we feel there are 
certain circumstances in which it is appropriate to allow remuneration committees to use their discretion 
on these matters, we do not support companies that change schemes once they have been approved 
by shareholders. We therefore voted against the resolution at the F&C AGM that would have authorised 
the remuneration committee to exercise the discretion conferred by the rules of the company’s various 
incentive schemes. Our view was that business loss is part of the normal course of any business and, 
therefore, the earnings per share performance conditions should not be adjusted in such situations. In 
contrast, we supported the remuneration report at Amvescap, as we believed that the large bonus payout 
to the Chairman was appropriate given that he had successfully managed the company through a difficult 
period and the appropriate decision-making processes had been followed to determine the award.

Apart from remuneration, most of the other voting controversies related to small companies, 
in particular the disapplication of pre-emption rights and Rule 9 Waivers (see Box 4). We voted 
against proposals for the disapplication of pre-emption rights at Melrose Resources, Shore Capital, 
Cambridge Antibody Technology Group and Hyder Consulting, and against Rule 9 Waivers at Shore 
Capital and JJB Sports. Other issues that came up were remuneration reports and the election of 
directors. We publish a full list of controversial votes on our website at http://www.insightinvestment.
com/Documents/responsibility/Articles/Annual_Voting_Report_06.pdf.

Box 4: Pre-emption rights and Rule 9 Waivers

Pre-emption rights

Public companies need to be able to raise new capital cheaply and effectively to fund innovation and growth, but, at the same 
time, shareholders need to be able to protect themselves from a dilution of their existing investments. Pre-emption rights 
prevent dilution by giving existing shareholders the first right to subscribe to a new share offer. Pre-emption rights also ensure 
that voting rights of existing shareowners are protected by preventing transfers of ownership to new shareholders occurring 
without the prior agreement of existing shareholders. 

Under the UK Companies Act 1985, a company can put forward a special resolution not to apply pre-emption rights, called a 
‘disapplication of pre-emption rights’. This applies to one issue only and a further resolution is needed if similar conditions are 
to apply to another share issue. A 75% majority vote at a general meeting is required for pre-emption rights to be disapplied, 
and further shareholder approval is needed after a maximum period of five years. 

Insight’s policy is to support listed companies that apply a standard disapplication of pre-emption rights of 5% of issued capital 
over one year, or no more than 7.5% over any three-year period. 

There are cases where companies have requested support for disapplication of pre-emption rights of up to 20% at an AGM. 
It is Insight’s view that the AGM is not the appropriate forum for companies to use to request an authority from shareholders 
for larger disapplications. We believe it is more appropriate for companies to request larger scale pre-emption authority at an 
EGM. We believe that companies should communicate this intention to shareholders prior to the EGM and provide a detailed 
explanation for the proposal: the larger the disapplication, the greater the requirement for shareholder consultation. 

Rule 9 Waivers

Insight’s general policy is to vote against Rule 9 Waivers. Rule 9 disbars a shareholder of between 30% and 50% of a company’s 
equity from increasing its stake without making a full bid for the company, unless a majority of the company’s other shareholders 
have in a general meeting waived the requirement to make a bid. The only occasions when we have felt it appropriate to 
support a Waiver have been corporate transactions where the arrangements proposed compensated us financially for the 
effective loss of control and/or where governance protections were built into the transaction.

http://www.insightinvestment.com/Documents/responsibility/Articles/Annual_Voting_Report_06.pdf
http://www.insightinvestment.com/Documents/responsibility/Articles/Annual_Voting_Report_06.pdf
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Routine chairmen meetings

Another important strand of Insight’s work to improve the governance of companies in which we 
invest is a rolling programme of meetings with company chairmen. In the past, Insight principally met 
with chairmen on an ad hoc or reactive basis. But for the last two years, we have been building our 
relationships in a more structured manner, by, for example, seeking to meet with all new chairmen of FTSE 
350 companies and with the chairmen of companies where we have a significant stake. We also aim to 
meet with SIDs on a regular basis. In 2006 alone, we had 54 such meetings with chairmen or SIDs.

Our meetings generally follow a structured agenda, focusing on succession planning, business strategy, 
the financing of strategy, as well as incentives and rewards. These meetings do not simply improve our 
understanding of a company’s governance – they are also a key part of our investment process given the 
importance we attach to the role of chairmen. While the majority of meetings are focused on company-
specific issues, we find that they also provide an opportunity to discuss broader corporate governance 
and market issues. For example, we used our meetings in 2006 to discuss issues such as the reform of 
the Company Law Bill and the types of information that should be provided by companies in their Annual 
Reports and Accounts.

A number of interesting themes emerged in our meetings this year. The first, somewhat surprisingly, is 
that relatively few investors appear to routinely meet with chairmen or SIDs. This is despite the fact that 
a number of chairmen proactively seeking such meetings (a good example is Thomas McKillop of Royal 
Bank of Scotland, who requested meetings with approximately 20 investors, including Insight, prior to his 
appointment at the company’s AGM). A number of chairmen and SIDs have commented to us that such 
meetings are some way from being routine and tend to occur only when a problem arises. 

The second is that, in the vast majority of companies, succession planning is high on the board’s agenda 
and/or that of the nomination committee. Insight’s view is that succession planning for executive directors 
should normally be an issue for the board as a whole, rather than one in which investors should be directly 
involved. However, we believe that the role of investors is to ensure that boards are taking responsibility 
for succession planning and that the issue is being appropriately addressed. Most company chairmen take 
the lead during periods of change, such as when the CEO is being replaced. We therefore use our routine 
meetings with company chairmen as an opportunity to address the issue of succession planning.

The third theme is that growing attention is being paid to board appraisal. The Combined Code states 
that ‘the board should undertake a formal and rigorous annual evaluation of its own performance, and 
that of its committees and individual directors.’ A recent survey of some FTSE 100 companies by Edis-
Bates Associates stated that 61% of board appraisals are carried out without external support. From our 
experience in talking to company chairmen, we believe that more good quality work is being done in 
this area than the published evidence suggests. Our engagement with chairmen leads us to believe that 
almost all FTSE 100 companies are undertaking appraisals and that the majority use external consultants. 
Although we do not believe that companies should always recruit external consultants to help them to 
conduct performance appraisals, there are circumstances in which we believe it to be helpful (for instance, 
where there is a breakdown of trust within a board, or where a newly appointed chairman is involved with 
restructuring). 

Finally, remuneration – specifically our concerns about the apparent escalation in the level of basic pay 
for senior executives – was a recurring theme in our meetings. Interestingly, the picture is not as clear cut 
as arguing that basic pay should simply be capped. For example, the chairmen of both Land Securities 
and Hammerson highlighted the competition they face for talent from outside the quoted arena within 
the real estate sector. Insight recognises that, in such circumstances, companies must provide rewards 
that attract, retain and motivate high-quality management and, thus, we accept that rewards are likely to 
be higher in these situations than might otherwise be the case. This competition for talent within the real 
estate sector has resulted in increased variable rewards being offered at Land Securities.

Our meetings with chairmen and SIDs have become an essential part of our engagement activities. These 
meetings allow us to develop working relationships and an understanding of our respective agendas and 
priorities. They also allow us to understand the broader pressures facing companies across the market, as 
well as the day-to-day challenges faced in running successful businesses. Not only do such meetings stand 
us in good stead if difficulties arise, but, perhaps more importantly, they can provide us with reassurance 
that the company is being run in the long-term interests of its shareholders.
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Engagement on environmental and social issues
Engagement is one of the principal ways in which we deliver our responsible investment policy, which 
applies to our equity and bond portfolios1. During 2006, we engaged on a very broad set of corporate 
governance and corporate responsibility issues, as shown in Table 1 on page 20. Details of our 
engagement with each company are available in our quarterly engagement reports, available on our 
website at www.insightinvestment.com/responsibility/reporting/reporting.asp. 

We predominantly take an issue-led approach to engagement. We identify important or emerging 
environmental and social issues that we believe might pose significant risks to the businesses in which we 
invest. We then undertake in-depth research and identify which sectors and companies are most exposed 
to those risks and design engagement programmes appropriate to each particular issue. Our approach 
to addressing climate change, for example, is very different to that for nanotechnology, as they are very 
different issues, with a different genesis, impacts, regulatory response, etc. We also respond reactively to 
issues that arise, either because they are highlighted by the media, or we are invited to by, for instance, 
a company, other investors or an non-governmental organisation (NGO). Thus, we might write to or meet 
with a company several times to resolve a particular issue, as we did with Shell to discuss its operations in 
Russia and Nigeria. 

The primary goal of our engagement is to improve the quality of management of ESG issues in the 
companies in which we invest. In so doing, we believe that those companies will be more successful 
and generate better returns for our clients. We design our engagement programmes to lead to clear, 
appropriate, positive changes within a company. Benchmarking companies’ performance on a particular 
issue on a regular basis, and publishing the results, has proved to be a highly effective way of bringing 
about the kind of systematic improvement we seek. Insight has developed market-leading expertise in 
benchmarking companies. To date, we have published benchmarks on sustainability in the housebuilding 
sector (2004, 2005), biodiversity management in the extractives and utility sectors (2004, 2005) and 
responsible supply chain management in various consumer sectors (2004). We have also conducted 
similar proprietary exercises to feed into the investment research process, for instance on climate change 
in the utilities sector and on chemical companies’ preparedness for new EU regulation.

Not only do we engage with companies, we also devote time to meeting with NGOs, think tanks and 
policymakers to understand best practice and evolving thinking relating to the issues on which we engage. 
We also believe it is important for investors to engage with policymakers to encourage governments to 
focus their research where it is needed and to revise regulation so that it provides companies with long-
term policy certainty, while applying appropriate environmental and social safeguards.

Our engagement – in detail

Here we describe in some detail the engagement we have undertaken on several themes over the last year.

Climate change

The principal objective of our engagement with companies on climate change is to improve their 
management of climate change risks and opportunities and to improve their disclosure to enable 
investors to make more informed investment decisions. In addition, we engage with policymakers to 
encourage them to establish appropriate legal and regulatory frameworks.

Engaging with companies

The most pressing challenges for investors are to ensure that companies reduce their direct and 
indirect greenhouse gas emissions and integrate a strategy for addressing climate change into their 
core business strategy. Ensuring that companies report their emissions fully and consistently, so that 
investors (and other stakeholders) can use that information in their investment decisions, is also critical. 
We recommend that, where companies have significant exposure to climate change-related risk, they 
establish a comprehensive climate change policy, fully inventory their greenhouse gas emissions (both 
direct and through their product lifecycles) and establish clear targets for emission reduction. 

1 Up until mid-2006, we also supported our property asset management team in developing their sustainability policy and processes. As 
Insight divested its property business in August 2006, we no longer invest directly in this asset class, and thus do no engagement relating 
to property.
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During the year, we focused on engaging with companies with particularly high emissions, including 
British Gas, Centrica, E.ON, Endesa, Iberdrola, International Power, National Grid, Scottish and 
Southern, Scottish Power and Unión Fenosa. We also published a series of recommendations for 
European electricity utility companies about how best to report their emissions, described in detail in 
Chapter 4 and sent the Institutional Investors Group on Climate Change Statement on Climate Change 
to a large number of companies, as described in Chapter 5.

Engaging with policymakers

We believe that the absence of appropriate international and national laws, regulations, incentives 
and sanctions has led individuals and companies to ignore the societal costs associated with emitting 
greenhouse gases. Hence, a key focus for our engagement has been to try to encourage public 
policymakers to adopt policies and targets that assign a financial value to greenhouse gas emissions 
and to provide a more certain long-term climate policy framework. 

Our public policy work during 2006 had two strands. The first was public policy analysis to understand 
the barriers to tackling the challenge of climate change and the second was engagement with 
government to press for what we considered to be the necessary intervention.

In March 2006, we hosted a workshop at the Royal Institute of International Affairs in London – known 
as Chatham House – for policymakers, companies and institutional investors to consider how public 
policy uncertainty affects decision-making in the electricity industry. In our meeting report, ‘Climate 
Change Policy Uncertainty and the Electricity Industry: Implications and Unintended Consequences’ 
(www.insightinvestment.com/Documents/responsibility/climate_change_uncertainty_report.pdf), 
we concluded that policy uncertainty meant that electricity companies were delaying investments 
in new plant, with the consequence that greenhouse gas emissions from electricity generation are 
likely to remain higher for longer than would otherwise be the case. The report recommended that 
policymakers clearly communicate that emissions trading is an integral part of the policy framework for 
responding to climate change and establish clear national and international greenhouse gas emission 
targets for 2020. We distributed this report widely – to companies, to UK and European policymakers 
and to the investment community.

The second strand of our work was collaborative public policy engagement, primarily through the 
public policy workstream of the IIGCC, a forum for collaboration between pension funds and other 
institutional investors on issues related to climate change. Through IIGCC, we made a series of 
submissions on climate change to encourage UK and EU policymakers to take the long-term interests 
of institutional investors into account in their decision-making processes. A particular focus of these 
submissions has been the importance of government providing long-term policy certainty on climate 
change. We also met with relevant government officials (such as the Stern Review team of the Treasury 
and Defra) to discuss these issues.

In 2007, we will continue to engage with both companies and policymakers on climate change. We will 
focus our efforts in three areas, by: 

Engaging directly with companies to encourage them to reduce their greenhouse gas emissions in 
line with government targets and to improve their disclosure to allow investors to make a full and 
proper assessment of the investment risks and opportunities presented by climate change;

Continuing to work with the IIGCC and other leadership groups on climate change to communicate 
to policymakers the importance that institutional investors assign to climate change;

Conducting and sponsoring research into the investment implications of the physical effects of 
climate change, into the policy frameworks necessary to allow greenhouse gas emissions to be 
reduced in an effective and efficient manner and into the implications of energy security and 
climate change for the structure of the UK electricity industry.







http://www.insightinvestment.com/Documents/responsibility/Articles/Annual_Voting_Report_06.pdf
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Consumer health and obesity

Insight has been actively researching and participating in the debate on obesity for several years. We 
have also been engaging with food companies on this subject since 2003. The principal objective of 
our engagement is to understand how well food companies are addressing the business risks and 
opportunities associated with consumer health issues – particularly obesity – and to encourage them to 
do more where they fall short of best practice. 

During 2005, Insight worked with a team of researchers at City University on a study to assess how well 
25 of the world’s leading food companies are responding to consumer health issues. The final research 
report, ‘The Food Industry, Diet, Physical Activity and Health: A Review of Reported Commitments and 
Practice of 25 of the World’s Largest Food Companies’, was published in April 2006. The report concluded 
that most of the companies reviewed did not seem to recognise the potential regulatory and litigation 
risks they face, nor how they might be affected by or might address, changing consumer buying habits. 
The research found that Unilever, Cadbury Schweppes, Kraft and McDonalds had gone furthest in 
articulating reasonably comprehensive policies and programmes to address consumer health concerns, 
and had begun to implement these policies. However, the other companies analysed, particularly those in 
the supermarket and food service sectors, had made limited progress.

Earlier in the year, the results of the research were presented at an event for investors and other 
stakeholders, hosted jointly by Insight and JP Morgan. The purpose of the event was to raise awareness 
among the investment community of the relevance of consumer health issues to companies’ financial 
performance.

We were surprised to find, in the course of our research on consumer health issues that, despite growing 
awareness in the UK and other developed countries of the seriousness of obesity as a long-term health 
issue, no organisation had set out a comprehensive set of proposals suggesting how companies might 
respond. Thus, during 2006, Insight worked with the Healthy Eating Active Living (HEAL) programme 
of the International Business Leaders Forum (IBLF) to develop a set of best-practice guidelines for food 
manufacturers, food retailers and food service companies. In July 2006, we published our draft guidelines 
for consultation. The guidelines are intended to spur food companies to go further in addressing 
consumer health issues so as to meet the needs of their customers, while at the same time protecting 
shareholder value. The report provides companies with a comprehensive series of recommendations 
about how they should integrate consideration of consumer health issues into all aspects of their 
businesses: it suggests action that companies can take on everything from strategy and governance, key 
performance indicators (KPIs) to measure progress, marketing and advertising policies, portion sizing, the 
salt, sugar and fat content of food, to supporting employee and community-sports programmes. 

Over the summer, we held three consultative group meetings, one with nine food companies, one with 
13 experts from government, NGOs and academia, and one with other investors and research and SRI 
rating agencies to solicit their suggestions for improvement. We also held meetings with numerous other 
stakeholders, including WHO, EU, UK Department of Health, the UK Food Standards Agency (FSA). We 
received a great deal of support for the guidelines and many good suggestions as to how they could be 
strengthened. 

The final report entitled ‘A Recipe for Success: How food companies can profit from consumer health’ 
(www.insightinvestment.com/Documents/responsibility/recipe_for_success_report.pdf) was published in 
January 2007.

In 2007, we plan to benchmark major food companies’ performance against the framework.

Ecosystems management

Insight launched its ecosystems management programme in March 2003. Our objective was to encourage 
large extractive companies – which have a particularly significant impact on biodiversity – to manage and 
report on their biodiversity risks and impacts. 

In March 2006, we published our second benchmarking study of large European oil, gas, mining and utility 
companies, to assess whether those companies had improved their performance since our first study 
launched in 2004. The 36 companies were assessed against a set of agreed best-practice standards for 
biodiversity management we developed in consultation with companies and NGOs early on in the process. 
The report entitled ‘Protecting Shareholder and Natural Value’ (www.insightinvestment.com/Documents/
responsibility/protecting_shareholder_and_natural_value_2005.pdf) showed that many companies had 
improved their management and reporting on biodiversity issues, as shown in the summary of results in 
Figure 1. 

http://www.insightinvestment.com/Documents/responsibility/recipe_for_success_report.pdf
http://www.insightinvestment.com/Documents/responsibility/protecting_shareholder_and_natural_value_2005.pdf
http://www.insightinvestment.com/Documents/responsibility/protecting_shareholder_and_natural_value_2005.pdf
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Figure 1: Results of biodiversity benchmarking
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A number of companies have made great strides in developing processes to manage biodiversity-
related risks and opportunities since 2004, and in their communication of the issue; others were 
starting to tackle it in a systematic manner. Cairn Energy, Xstrata, Venture, Soco and Tullow more than 
doubled their scores from the previous benchmark. Insight’s work played a key role in encouraging 
BHP Billiton to develop a group policy on biodiversity and to include biodiversity in its audit and risk-
assessment processes. We also played a pivotal role in encouraging Northumbrian Water to review its 
environmental policy and reporting. 

This work has now been adopted as a project of the Biodiversity Working Group of United Nations 
Environment Programme Finance Initiative (UNEP FI) of which Insight is a member. That group will be 
consulting in early 2007 with others in the asset management and financial services sectors to assess their 
interest in supporting future benchmarks.

We find benchmarking to be a particularly effective engagement tool. In Box 5, we describe our 
experience with this and another benchmarking exercise – looking at the sustainability of the 
housebuilding sector – both of which generated an enormous number of positive changes in companies.

Health and safety

Insight established its Occupational Health and Safety (OHS) engagement programme in 2004. The 
programme had two goals: to encourage the companies in which we invest to govern and manage their 
OHS risks more effectively and to report more fully on their performance in this regard. We describe our 
work to promote better reporting among companies in Chapter 3. 

In 2006, we published a report co-funded by the UK Health and Safety Executive (HSE) entitled ‘Defining 
Best Practice in Corporate Occupational Health and Safety Governance’ (www.insightinvestment.com/
Documents/responsibility/Occupational_Health_and_Safety_Governance_Report.pdf). The publication 
sets out what we believe to be best-practice standards in governance in this area. Insight’s particular 
interest in the project was to establish a governance framework that we could promote to the boards of 
companies in which we invest. In December 2006, Insight distributed the report to the chief executives of 
all FTSE 100 companies.

The HSE has asked the Institute of Directors (IoD) to convene a group of stakeholders charged with 
developing a set of guidelines for directors, using the report as a starting point. Insight will continue 
to have ongoing discussions with companies on health and safety issues as part of our programme of 
meetings with company chairmen.

Nanotechnology

We have been tracking nanotechnology since 2004 and began our engagement on the issue in 2006. 
Nanotechnology is the creation of materials, devices and systems through the control of matter at a 

http://www.insightinvestment.com/Documents/responsibility/Occupational_Health_and_Safety_Governance_Report.pdf
http://www.insightinvestment.com/Documents/responsibility/Occupational_Health_and_Safety_Governance_Report.pdf
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Box 5: Benchmarking: an effective engagement tool

To date, we have used the benchmarking methodology to 
assess the performance of 35 companies’ in six sectors on 
managing supply chain labour standards, the performance 
and quality of reporting of housebuilders on sustainability 
issues and the performance of the oil, gas, mining and utility 
sectors on ecosystems and biodiversity management. In 
each case, substantial improvements have been made by 
companies subsequent to our engagement with them.

Benchmarking is essentially comparative analysis. We start 
by conducting in-depth research into the particular issue 
on which we have chosen to focus and then setting up our 
analytical framework by identifying a series of best-practice 
criteria, typically by working with experts on the particular 
issue. In some cases, international standards or norms 
exist, such as ILO conventions on labour standards and the 
UDHR. In other cases, we identify current best practises, 
for instance managing greenhouse gas emissions. In other 
cases, we develop our own set of best-practice guidelines. 
This has been the case with our work on consumer health 
and obesity, explained in detail in this chapter. 

The criteria often cover similar topics: companies’ 
governance, strategy, policy, management systems and 
reporting, as well as performance measures such as 
companies’ use of specific tools, technologies or processes 
relevant to the issue at hand. Next, we determine which 
companies to include in our study (typically all of the 
companies in which we invest that we believe to have 
extensive exposure to the issue). For each criterion set out, 
we extract information from companies’ published materials 
and websites to arrive at a preliminary understanding of how 
they address the issue at hand and we assign a score for the 
quality and scope of their reporting on the issue, expressed 
as a percentage. The closer the score to 100%, the closer the 
company is to meeting best practice. We then meet each 
company to discuss those provisional findings and develop 
a fuller picture of their approach to the issue being analysed. 
The benchmarking process allows us to point out each 
company’s strengths and weaknesses, both in absolute and 
relative terms.

We aim to repeat each benchmark every 18 months to two 
years, so as to be able to track each company’s progress 
over time and to assess any relative changes in performance 
between sectors, if more than one sector has been 
assessed. 

We are convinced that properly planned engagement by 
investors, using rigorous and effective analytical tools, 
can deliver substantial, demonstrable improvements in 
companies’ governance and management of key social, 
ethical and environmental issues. Benchmarking also helps 
companies and their stakeholders – from regulators and 
policymakers to customers and suppliers, not to mention 
other investors – to identify leaders and laggards in the 
sector or sectors being evaluated, to identify companies’ 
specific strengths and weaknesses on a particular issue and 
to highlight the improvements that companies have made 
over specific timeframes. Moreover, it helps to clarify best 
practice and make clear to companies how investors believe 
they should manage particular environmental, social and 
ethical issues. 

Results from our biodiversity benchmark

As the final report on the results of the benchmark, entitled 
‘Protecting Shareholder and Natural Value’ describes, 
many companies made changes to the way they manage 
biodiversity issues after we carried out our first benchmark 
in 2004. Here we show the kind of changes companies make 
by highlighting the raft of measures introduced by Kelda, a 
UK water utility. The company essentially developed a new 
strategy for biodiversity and set out its key priorities, goals 
and targets for managing biodiversity risk. It also committed 
to monitor and review this strategy. The strategy will 
include: 

Developing a formal biodiversity-management process 
(a Company Biodiversity Action Plan), which is integrated 
into the company’s environmental management system 
(EMS) and other management systems;

Assessing any significant impacts on biodiversity for 
relevant business planning and operational practices 
and procedures;

Using the environmental aspects identified through 
Kelda’s EMS to prioritise its work in the area of biodiversity 
and set goals;

Developing a tool to enable Kelda to clearly identify 
benefits and costs associated with biodiversity work and 
to assist with its EMS-based decision process;

Managing its landholdings to achieve its biodiversity 
goals and seeking to conserve and enhance biodiversity 
where possible;

Managing its woodlands to achieve the standards 
contained within the UK Woodland Assurance Scheme, 
which will lead to UKWAS/Forestry Stewardship Council 
accreditation;

Managing its supply chain and investment decisions 
to reduce the risks of indirect adverse impacts and to 
enhance biodiversity; 

Developing partnerships with stakeholder groups to 
assist the delivery of a diverse and sustainable ecology 
for the region;

Taking an active role in the Yorkshire and Humber 
Biodiversity Forum;

Setting goals annually and reporting on Kelda’s 
biodiversity performance through its web-based 
Corporate Social Responsibility (CSR) and Environment 
Report;

Gaining awareness of the commitments of other BAPs, 
to ensure Kelda maximises the use of available data and, 
where possible, shares its biodiversity data and survey 
work. 
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scale of 1 to 100 nanometres (a nanometre is one thousandth of a metre). It exploits the novel properties 
of materials and the phenomena that occur when working at that miniscule scale. The ability to 
systematically organise and manipulate matter at this scale has led to the beginning of a scientific and 
technical revolution that promises to transform a wide range of products and sectors. This brings with 
it a new set of ethical, environmental and social issues that have barely been explored, and a new set of 
challenges for regulators all over the world.

The principal objectives of our engagement on this topic are to assess companies’ understanding of the 
potential risks associated with nano-applications and to determine how effectively they are managing 
those risks. During the summer of 2006, we spoke to a number of companies to assess whether they 
had begun to develop policies and processes to manage the environmental, market and ethical risks 
associated with nanotechnology and also to determine their appetite for working with Insight and other 
stakeholders to develop best-practice guidelines for developing and selling nanotechnology-based 
products. We found that many companies had very little knowledge of nanotechnology or of its potential 
to transform a wide range of products. 

In November 2006, we therefore co-hosted a seminar with the Royal Society and the Nanotechnology 
Industries Association (NIA) to discuss the genesis and potential significance of a range of social, ethical 
and environmental risks and to stimulate debate about how companies might address those risks. The 
companies that attended included Cadbury Schweppes, GSK, ICI, Johnson Matthey, Pfizer, Smith & 
Nephew, Tesco, The Boots Group, Uniquema and Unilever.

In December 2006, the three seminar hosts published a joint paper entitled ‘An Uncertain Business: The 
Technical, Social and Commercial Challenges Presented by Nanotechnology’ (www.insightinvestment.
com/Documents/responsibility/an_uncertain_business_report.pdf).

In 2007, we hope to continue to work with a large number of companies involved in or interested in 
nanotechnology, plus other stakeholders, to develop a set of best-practice principles for working in this field.

Responsible supply chain management 

In 2006, we continued our longstanding engagement on supply chain issues by focusing on palm oil and 
pesticide use in agricultural products. 

Palm oil

In September 2005, Friends of the Earth UK and several other environmental NGOs produced a report 
entitled ‘The Oil for Ape Scandal’, which highlighted how palm oil production is destroying rainforests 
and threatening the survival of many species, including the orang-utan. The report encouraged 
companies and investors to play an active part in helping to develop more sustainable forms of palm 
oil production and provided recommendations for palm oil producers, palm oil buyers and investors, as 
well as the UK, Indonesian and Malaysian governments. 

In our view, it is important that companies are able to guarantee a legal and sustainable supply of all 
of their raw materials, including palm oil. This helps them to avoid being targeted by environmental 
groups campaigning on this issue and helps them to demonstrate their commitment to minimising the 
environmental damage related to their businesses. In early 2006, we therefore asked eight companies 
in which we invest and which we thought likely to use palm oil what steps they were taking to move 
towards sourcing sustainably produced palm oil. 

We were encouraged by the positive responses we received from the majority of the companies we 
approached. Marks & Spencer, Tesco, and RHM confirmed that their main suppliers are members of 
the Roundtable on Sustainable Palm Oil (RSPO). J Sainsbury confirmed that a number of its own-brand 
suppliers, such as Northern Foods, were already members of RSPO, and that the company was actively 
encouraging others to join. J Sainsbury is also participating in the British Retail Consortium forum on 
palm oil to explore the opportunities for influencing change at a UK and EU level. Reckitt Benckiser 
confirmed that its current supplier of soap noodles – a primary ingredient in soap, incorporating palm 
oil – is a member of the RSPO.

Responsible pesticide use in supermarkets’ supply chains

Pesticides are used because they safeguard crop yields by reducing competition from weeds and 
attacks by pests and diseases, thereby helping improve or protect the quality of produce and reducing 
labour input. However, the WHO estimates that, globally, 20,000 unintentional deaths of agricultural 

http://www.insightinvestment.com/Documents/responsibility/an_uncertain_business_report.pdf
http://www.insightinvestment.com/Documents/responsibility/an_uncertain_business_report.pdf
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workers occur from three million pesticide poisonings per annum, most of which are preventable. 
Similarly, the UK Environment Agency highlights that pesticides contaminate rivers, reservoirs and 
groundwater, requiring expensive water treatment which costs the water industry in the UK over £100 
million a year.

Consumers are increasingly expressing concern about pesticide residues on foods. The publication of 
residue-testing data by Britain’s Pesticide Residue Committee (PRC) has placed a particular onus on 
supermarkets to ensure that the residues on their produce remain within permissible limits. 

Insight believes it is in the supermarkets’ interest to establish effective systems to monitor and manage 
both pesticide residues on products and the working conditions of the agricultural employees in their 
supply chains. Following a series of discussions with companies and other stakeholders, in early 2006 
Insight published ‘A proposed best practice framework for pesticide use in the supermarket supply 
chain’ (www.insightinvestment.com/Documents/responsibility/Pesticide_benchmark_final.pdf) to 
guide supermarkets in their management of risks associated with pesticide use in their supply chains. 
Among our recommendations is that every company should commit to best practice in Integrated 
Pesticide Management (IPM), which involves careful consideration of all available pest-control 
techniques. The framework also suggests that these companies adopt relevant ILO labour standards 
and the Food and Agriculture Organisation’s International Code of Conduct on the Distribution and Use 
of Pesticides. 

Sustainable homes

Insight has been working with WWF-UK in support of its One Million Sustainable Homes (OMSH) campaign 
since 2003. We chose to focus on this sector because of its considerable environmental impacts. 
Household energy and water consumption is placing great pressure on the global environment. Our 
homes account for around 30% of the UK’s greenhouse gas emissions and 56% of all water use. In addition 
to the environmental costs that housing generates once it is built, the construction process places a huge 
drain on our natural resources.

Housebuilders face a wide range of business risks relating to sustainability issues that can affect their 
financial success. These can be broadly categorised as regulatory risk, strategic risk, operational and 
technical risk, and brand and reputation risk. Companies need to be able to quantify and manage these 
risks just as effectively as they manage other financial and business risks. Effective sustainability strategies, 
policies and management systems can contribute to companies’ ability to do this. 

Working with WWF, Insight has published two benchmarks (in 2004 and 2005) of the major UK-listed 
developers’ performance and reporting on sustainability issues. Upstream, a specialist consulting firm 
undertook the analysis. The results show a substantial improvement in the practices and reporting of all 
housebuilders assessed. The benchmarking reports were well received by the investment community; 
they were used by other investment managers and brokers in their analysis of, and engagement with, 
housebuilders on sustainability issues. Public sector organisations involved in housing have also reported 
that they have used the studies to augment their own assessments of the companies they contract, 
fund or partner with. Government departments, such as the Department for Communities and Local 
Government and the Environment Agency have also said that the benchmark has provided them with a 
clearer understanding of how the private sector is responding to their policies, or even going further than 
regulatory requirements in some cases. Last, but not least, many of the developers involved indicated that 
they found participation in the benchmarks to be valuable. They report that the detailed appraisal of their 
performance, and the feedback provided by Upstream, Insight and WWF, has enabled them to improve 
their sustainability strategies, performance and reporting. 

We launched the next phase of this initiative, called NextGeneration, in November 2006. NextGeneration is 
a multi-stakeholder initiative, backed by Insight, WWF and the Housing Corporation, that aims to build on 
the success of the two previous benchmarking exercises by expanding their reach and impact. Upstream 
will run NextGeneration. Its key output in 2007 will be a benchmark of the largest 20 UK listed and unlisted 
developers’ reporting on sustainability. We also wrote to the major developers to invite them to join 
NextGeneration; those that do will be benchmarked on their sustainability performance (as well as their 
reporting), as in previous years. By the end of the year, listed companies Barratt, Crest Nicholson, George 
Wimpey, Inspace, Logic Homes, Redrow, Taylor Woodrow, The Berkeley Group and Wilson Bowden had 
signed up; unlisted members are Fairview, McCarthy & Stone and Miller Homes. 

http://www.insightinvestment.com/Documents/responsibility/Articles/Annual_Voting_Report_06.pdf
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The results of our engagement
As we have already stated, the primary purpose of engagement is to encourage companies to better 
manage important ESG issues affecting their business. We describe in our quarterly engagement reports 
each step in our dialogue with companies. We also document at some length the changes that result 
from our benchmarking in our reports on those exercises. In Box 6, we provide a selection of examples of 
changes companies have made in 2006 as a result of our engagement.

Box 6: Case studies of engagement outcomes

Holidaybreak

Insight spoke to the company’s advisors expressing concerns 
over the changes in the Articles of Association that could 
potentially lead to auditor indemnification. The company 
gave an assurance at the AGM in 2006 that it would amend 
the Articles of Association.

Sci Entertainment Group

Insight informed the company secretary of our decision to 
recommend abstaining from voting on the Remuneration 
Report and the 2008 Long-Term Incentive Plan at the 
AGM. We had concerns that the remuneration policy did 
not align directors’ interests with those of shareholders. 
We subsequently received a letter from the Chairman in 
December 2006 in response to shareholders’ concerns which 
outlined a number of important governance changes. Those 
specific to our letter were the appointment of an additional 
non-executive director in September 2006 and making the 
remuneration committees fully independent.

National Express

Insight was invited to comment on the company’s 
draft 2004 Corporate Social Responsibility Report. 
When National Express published its 2005 Corporate 
Responsibility Report in 2006, a number of the suggestions 
we had made to the company had been addressed. One 
of the most important was the provision of a formal 
response to the Report Assurance statement prepared 
by Transport 2000, thereby providing important closure 
in the assurance process.

Royal Dutch Shell

Following our meeting with the Deputy Chairman and Head 
of the Social Responsibility Committee in September 2006, 
Insight, together with two other investors, wrote to the 
company welcoming the Social Responsibility Committee’s 
efforts to investigate sites where particular problems have 
arisen and to make and follow up explicit recommendations 
to executive management. We suggested that the 
company provide fuller coverage of the Committee’s work 
in its next Annual Report, along with an account of how 
the effectiveness of the board – as a whole, as well as its 
committees – has been evaluated. Responding to our letter, 
the Deputy Chairman stated that the company expects that 
the 2006 Annual Report will provide an extended discussion 
of the Committee’s activities, as well as a discussion of how 
the effectiveness of the board has been assessed.

Tiffany & Co 

Insight wrote to the company requesting that it develops 
an EMS that includes the following components: objectives 
and targets for all key areas; documented processes and 
responsibilities, action plans and procedures; an audit 
programme; internal reporting and management review; 
and ISO 14001 or EMAS certification. The Chief Executive 
informed us that our letter prompted the company to 
reconsider the need to be more transparent about its 
corporate responsibility efforts. The company has added a 
corporate responsibility information section to its website and 
is considering centralising all of its corporate responsibility 
activities under a single corporate vice president reporting 
directly to the CEO.
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�  Promoting better disclosure
Why is good disclosure important?

We believe that every company has a responsibility to provide a comprehensive account to its 
shareholders and stakeholders explaining the nature and extent of its environmental and social impact. 
Good corporate disclosure is essential to provide shareholders and stakeholders with the confidence that 
the risks and opportunities associated with a company’s impact is being addressed effectively. Moreover, 
corporate success depends to a large degree on good communication and relationships – both internally 
and externally – with a wide range of stakeholders, not just shareholders.

Despite the widely recognised importance of good communication, we find that the quality and 
consistency of corporate reporting on ESG issues varies a great deal from sector to sector and from 
company to company. The lack of consistency and rigour in many corporate reports makes it extremely 
difficult for us to make meaningful comparisons between companies’ performance on these issues, 
limiting our ability to assess how their performance in those areas may affect their financial performance 
and, hence, our investment returns. Poor or inconsistent reporting also means that it is often not possible 
to assess how well companies are performing against their own objectives and performance criteria or 
against external codes or expectations. This, in turn, can limit the quality and effectiveness of the dialogue 
investors have with companies. 

We aim to support better reporting by supporting collaborative initiatives such as the CDP and the 
GRI, engaging with companies on reporting issues as a key element of our engagement programmes, 
providing feedback on individual corporate responsibility reports and, where appropriate, supporting 
shareholder initiatives and resolutions designed to generate better disclosure (although we were not 
involved with any such resolutions in 2006). We encourage companies to comply with appropriate 
reporting guidelines, such as the GRI.

Our approach

Our goal is to encourage companies to publish high quality annual and corporate responsibility reports 
(and website and supplementary material). In our view, their reports should set out: 

Governance and management arrangements for ESG issues;

Important ESG risks and impacts, particularly those that are financially material;

Relevant ESG policies;

Strategies for managing ESG risks;

Targets and KPIs for key ESG issues;

Progress in meeting their objectives, including performance against their targets and KPIs;

Performance against relevant codes or standards. 

Insight’s support of collaborative reporting initiatives

Insight has played a leading role in a number of joint initiatives to promote better corporate reporting. In 
2006, climate change was the primary focus of our activity. We therefore continued to support the CDP, to 
be an active member of the advisory committee for the development of the GRI G3 reporting guidelines 
and of the multi-stakeholder working group developing a pilot version of a GRI sector supplement for the 
energy utilities sector. 

These collaborative initiatives – in particular the CDP – have been important in raising the awareness 
of climate change as a business issue and have contributed to better corporate reporting in this area. 
However, it has become increasingly clear to us that the various disclosure initiatives are not providing the 
information required to allow investors to properly assess the financial implications of climate change. 
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Thus, in September 2006, we issued a report entitled ‘Climate Change Disclosure Initiatives and Standards: 
Have they added value for investors?’. This report set out our views on the usefulness to investors of the 
information and data generated by disclosure initiatives such the CDP, GRI and the Carbon Risk Disclosure 
Initiative, and offered a series of specific recommendations regarding the climate change disclosures 
required by investors. The report argued that collaborative initiatives frequently do not produce the 
information required by investors and, therefore, that investors need to communicate to companies much 
more proactively the importance they assign to climate change as an investment-relevant issue and the 
specific information they want companies to publish in this regard.

Insight’s engagement to promote better corporate reporting 

Many of our engagement programmes include an element designed to encourage better reporting. 

Biodiversity management in the oil, gas, mining and utility sectors: In the previous chapter, we 
explained in detail our engagement with these companies through our benchmarking exercises. We 
analyse and make recommendations to all companies involved as to how they could improve their 
reporting. Between 2004 and 2005, on average, the companies involved improved their reporting 
significantly. 

Sustainability in the housebuilding sector: Similarly, we have twice benchmarked UK housebuilders’ 
quality of reporting on sustainability; see our website www.insightinvestment.com/Responsibility/
Engagement/sustainable_homes.asp. In 2004, their average score was 35%; by 2005, when we 
conducted the second benchmark, their average score had increased to 52%. In 2004, we had provided 
each company with recommendations as to how it might improve its reporting, which we believe was 
one of the factors that led to improved disclosure across the sector.

Consumer health in the food sector: In the report we published on consumer health in July 2006, 
entitled ‘A Recipe for Success: How food companies can profit from consumer health’ (www.
insightinvestment.com/Documents/responsibility/recipe_for_success_report.pdf) described in 
Chapter 3, we set out a series of recommendations to companies on managing consumer health 
issues. This included extensive recommendations about the targets and KPIs they should adopt and 
how they should report on their performance on each aspect. We hope to see companies respond to 
these recommendations and improve their reporting over the coming year. 

Occupational health and safety in all sectors: Insight established its OHS engagement programme 
in 2004 to encourage companies to govern and manage their OHS risks more effectively. Our 
engagement centred on supporting the development of UK HSE’s Corporate Health and Safety 
Performance Index (CHaSPI) (see www.chaspi.info-exchange.com/default.asp for more information). 
CHaSPI is a web-based reporting and benchmarking tool intended to standardise reporting on OHS. 
It is made up of nine indicators: five quantitative indicators that capture data such as injury rates and 
major incidents; the remaining four measure the quality of health and safety management. In 2006, we 
wrote to 44 companies (including 21 of the 68 companies we had originally written to when developing 
the index in 2004) to encourage them to participate in CHaSPI. Nine of the 68 original companies have 
published comparative data on the Index; 17 have registered with CHaSPI, but are yet to publish their 
results, while a further eight committed to Insight in writing to sign up to CHaSPI.

In Box 7, we explain in greater detail the work we did last year to encourage European electricity utilities to 
publish data that investors need on their greenhouse gas emissions.









http://www.insightinvestment.com/Responsibility/Engagement/sustainable_homes.asp
http://www.insightinvestment.com/Responsibility/Engagement/sustainable_homes.asp
http://www.insightinvestment.com/Documents/responsibility/recipe_for_success_report.pdf
http://www.insightinvestment.com/Documents/responsibility/recipe_for_success_report.pdf
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Box 7: Encouraging European electricity utilities to publish more relevant data on emissions

From mid-2005 to early 2006, Insight conducted a detailed review of how European electricity utilities are positioning 
themselves to respond to the business risks and opportunities presented by climate change. The aim was to determine the 
implications of still-evolving national, regional and global climate change policy for our investments – both credit and equity.

One of our key findings was that there are significant gaps and inconsistencies in the data these companies provide on their 
greenhouse gas emissions and other climate change-related issues. The weakness of companies’ disclosure means that it is 
extremely difficult for investors to assess the risks and opportunities posed by climate change policy and to understand how 
each company has structured its business strategy and capital expenditure plans to respond to climate change.

In May 2006, we published a report ‘The Climate Change Disclosures of European Electricity Utilities’ (www.insightinvestment.
com/Documents/responsibility/Climate_Change_Disclosures_Report.pdf) to define Insight’s expectations for how electricity 
utilities should report. Our specific recommendations were that electricity utilities should:

Provide forward-looking information, including: (a) at least five years of projections on greenhouse gas emissions; (b) an 
assessment of the financial implications resulting from the physical impact of climate change; and (c) an assessment of the 
financial implications of policy and regulation directed at reducing greenhouse gas emissions or mitigating the physical 
impact of climate change;

Follow the WBCSD’s Greenhouse Gas Protocol when preparing their reports on greenhouse gas emissions;

Set reporting boundaries that properly capture all greenhouse gas emissions from their operations and activities. 
Specifically, companies should: (a) break down their greenhouse gas emissions by source or activity and on a country-by-
country basis; (b) provide information on direct and indirect greenhouse gas emissions; and (c) for subsidiaries, provide 
the total greenhouse gas emissions from the subsidiary and the proportion of emissions that are being claimed by the 
company;

Assure their climate change-related data in a similar manner as their corporate financial information.

We sent the report to a number of major UK and European utilities and we have encouraged CDP and IIGCC members to adopt 
the framework we proposed.









In addition to our engagement via our programmes, we also had a series of one-to-one meetings (or 
dialogue via correspondence and telephone conversations) with the following companies where we 
provided feedback on their most recent annual report or corporate responsibility reports:

AWG

Anglo American

BG Group

Carpetright

Compass

Headlam Group

National Express Group















Royal Bank of Scotland Group

Royal Dutch Shell

Standard Chartered

Telecom Italia

Tesco

Tiffany & Co

Xstrata















In each case, we encouraged companies to provide better disclosure on their management of these risks. 
A common problem that arose from these discussions was that it was difficult for us to make meaningful 
comparisons between companies or to assess the progress individual companies had made year to year. 
We therefore focused on encouraging companies to clearly explain their strategies for managing ESG risks, 
the targets and KPIs they were using to assess performance in managing these issues and their progress 
against these targets. Although most companies were willing to report so as to enable their performance 
to be tracked on a year to year basis, there is still resistance to move towards more standardised reporting 
across industries, with many expressing concerns about the risk of ‘inappropriate conclusions’ being 
drawn on the basis of this data. We sought to reassure companies that such reporting should actually 
strengthen the dialogue between companies, their investors and other stakeholders. 

http://www.insightinvestment.com/Documents/responsibility/Articles/Annual_Voting_Report_06.pdf
http://www.insightinvestment.com/Documents/responsibility/Articles/Annual_Voting_Report_06.pdf
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�  Promoting responsible     
 investment 

Introduction

Engaging with companies is just one of the avenues available to us to promote better governance, 
corporate responsibility and the merits of responsible investment. Engaging with policymakers, 
regulators, opinion formers and industry peers is also valuable. Dialogue of this kind can build consensus 
on important issues, leverage our influence, and deepen understanding of specific ESG issues and how 
they affect companies’ prospects and investment returns. We therefore devote significant time and 
resources to promoting responsible investment within the investment community – to pension funds, 
brokers and investment consultants and other asset managers – as well as to government and regulators 
and wider society, as we describe in this chapter.

Promoting responsible investment within the investment community

Brokers – who provide an enormous amount of research to institutional investors on companies’ financial 
performance, and increasingly their performance on ESG issues – are a critical constituency. We hold 
regular meetings with them to provide feedback on their ESG research and to encourage them to produce 
the kind of analysis we want; we sit on the UNEP FI AMWG (see Box 8) whose central goal is to encourage 
better broker research on ESG issues; we allocate a proportion of our broker commissions to teams that 
produce good ESG research; and we take part in surveys by trade journals and organisations such as 
Thomson Extel to rank brokers and individual sell-side analysts across a range of issues.

Box 8: Show Me The Money: a report of the UNEP FI Asset Management Working Group

Insight is a member of the Asset Management Working Group (AMWG), an alliance of 14 global asset managers that seeks to 
develop understanding of the various ways ESG issues affect investment value and the evolving techniques for the inclusion 
of such extra-financial criteria and metrics and that aims to mainstream the integration of these issues in investment decision-
making and ownership practices. 

In 2006, the AMWG published a groundbreaking report entitled ‘Show Me The Money: Linking Environmental, Social and 
Governance Issues to Company Value’. The report illuminated strong links between ESG issues, financial value and company 
profitability across eight industry sectors, including food and beverage, automobiles, aerospace, property, media, chemicals 
and forestry. It is expected that this report will provide further encouragement for sell-side research on issues that are (or may 
become) relevant to investment performance. 

Another critical constituency is investment consultants, given their influence over the selection of asset 
managers by their clients – typically large pension funds. Investment consultants are organisations or 
individuals who are qualified to give investment advice to trustees and other responsible bodies on issues 
ranging from the appointment of investment managers, performance measurement and asset allocation. 
We hold regular meetings with the largest, most influential investment consulting firms, such as Watson 
Wyatt, Mercers and Hymans Robertson, to explain to them our approach to responsible investment and to 
encourage them to take responsible investment into account in their evaluations of asset managers.

We are also members and active supporters of the UKSIF, which seeks to promote and encourage the 
development of socially responsible investment among UK-based investors. UKSIF is currently running a 
Sustainable Pensions Project, which aims to encourage UK corporate pension funds to adopt responsible 
investment policies, such as environmental and social issues in their pension-fund investment decisions. 
The project is carrying out a survey of funds to gather information on their current practice, to assess 
the alignment of the funds’ policies and statements of investment principles (SIPs) with the CSR and 
sustainability policies of their corporate sponsors. 
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Promoting responsible investment with government and regulatory 
agencies

As we show throughout this report, our engagement with companies and our integration of ESG issues 
into our investment analysis have played an important role in encouraging higher standards of corporate 
responsibility and corporate governance performance. However, there are some situations – whether 
acting on our own or in conjunction with other investors – where our ability to influence corporate 
behaviour is limited. This is particularly true where the issue of concern to investors has arisen due to a 
market or policy failure – as in the case of climate change – and where the most appropriate solution is 
likely to be the development of new policies to address the failure.

In these situations, governments have a critical role to play. They can influence corporate and investor 
behaviour by setting clear long-term policy goals, establishing effective ‘light touch’ regulations and 
providing an effective range of deterrents and incentives. In addition to providing appropriate policy 
direction on specific corporate governance and corporate responsibility issues, governments have a 
hugely important contribution to play in encouraging and promoting responsible investment, both in their 
role as industry regulators and as providers of pensions in some cases. 

Given the importance of public policy to our work, we proactively engage with government as an integral 
part of many of our engagement programmes, as well as on broader responsible investment issues. In 
2006, we met with several government ministers and civil servants on a range of issues, including:

The team in the Treasury working on the Stern report. Members of that team also participated in 
our seminar at Chatham House that focused on the implications of policy uncertainty for investment 
decision-making;

Civil servants in Defra and the Department for Trade and Industry (DTI) to share our views on how 
climate change policy uncertainty affects investment decision making in the electricity industry;

Civil servants in the Department for Work and Pensions (DWP) to discuss the potential future direction 
of responsible investment in UK pensions policy;

Stephen Timms, the then Minister for Work and Pensions, who launched our book on Responsible 
Investment;

Dame Deidre Hutton, Chair of the FSA, to solicit her views on the draft of our recommendations for 
food companies addressing consumer health issues;

Representatives of the Financial Services Authority on a range of market and regulatory issues relating 
to the investment industry; 

Civil servants at the DTI and Treasury to share our views on the UK company law reform process and 
the implementation of the Companies Act 2006. 

Promoting responsible investment more widely

In order to promote responsible investment and better corporate behaviour more widely, members of the 
Investor Responsibility team spoke at several conferences and meetings during 2006, including:

The Business Case For Corporate Responsibility: The Investor Perspective 
The Conference Board: European Council on Corporate Responsibility and Sustainability, Brussels, January 2006;

How Should Leading Food Companies Respond To The Challenge Of Obesity? 
JPMorgan/Insight seminar, London, January 2006;

Achieving An Effective Board Structure 
LSE Third Annual Corporate Governance Conference, London, March 2006;

Corporate Reporting On Greenhouse Gas Emissions: Is It Useful To Investors? 
Corporate Climate Response Conference, London, May 2006;

BiTC Marketplace Principles Working Group: Consultation With Investors 
Hosted by Insight, London, June 2006;

Insight’s Partnership With WWF To Promote More Sustainable Housing In The UK 
FairPensions AGM, London, August 2006;

Insight’s Approach To Responsible Investment 
Ethical Investment Association Members’ Training Day hosted by Insight, London, September 2006;
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The IIGCC Investor Statement On Climate Change 
IIGCC Conference: Managing Investments in a Changing Climate, Paris, October 2006;

Does A Focus On Social And Environmental Issues Add Value For Investors? 
Professional Pensions Show, London, November 2006;

How Climate Change Can Affect Pension Assets 
IIGCC/Mercer Trustees Guide to Climate Change Risk and Opportunity, London, November 2006;

Integrating Governance And SEE Issues Into The Corporate Bond Investment Process 
Triple Bottom Line Investing Conference 2006, Paris, November 2006;

An Uncertain Business: The Technical, Social And Commercial Challenges Presented By Nanotechnology 
Joint seminar hosted by the Royal Society, Insight Investment and the Nanotechnologies Industry Association, London, 
November 2006.

Insight’s involvement in initiatives to promote responsible investment 

Insight also plays an active part in many British and international organisations that promote responsible 
investment and better corporate performance on ESG issues. A fuller description of these organisations 
and the role Insight plays is provided in Annex 2.

Industry associations Collaborative investor initiatives Board and advisory panel positions

Association of British Insurers (ABI) 
Investor Statement on Revenue 
Transparency

Amnesty International’s UK Business 
Group

Confederation of British Industry (CBI)
IIGCC Investor Statement on Climate 
Change

The Climate Group (main board and 
Advisory Board)

European Corporate Governance 
Institute (ECGI)

Carbon Disclosure Project (CDP) Sedex Advisory Board

European Social Investment Forum 
(Eurosif)

Global Reporting Initiative (GRI)
Traidcraft’s ‘Buying into development’ 
project

Institutional Investors Group on 
Climate Change (IIGCC) 

Institutional Investors Group on 
Climate Change (IIGCC) 

Xstrata’s International Advisory Group 
for the Las Bambas project (Peru) 

International Corporate Governance 
Network (ICGN)

UNEP FI Asset Management Working 
Group

UK Social Investment Forum (UKSIF) 

United Nations Environment 
Programme: Finance Initiative (UNEP FI)

UN Principles for Responsible 
Investment (UN PRI)
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helps us, as a sector, to deliver 
united messages with a strong 
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regulators and other influential 
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6  Collaboration
Our rationale for collaboration

We believe that it is important for investors to collaborate to promote responsible investment and 
corporate responsibility. Working with other investors helps us, as a sector, to deliver united messages 
with a strong common voice to companies, regulators and other influential stakeholders. A number of 
collaborative initiatives have been very effective – as we illustrate later in this chapter.

Collaborative initiatives come about in several ways. Some are initiated by and facilitated through formal 
organisations of which we are a member, such as the ABI, UNEP FI and Eurosif. On other occasions, the 
proposal to work together comes from one or more investors – or we initiate it ourselves. We seek to 
collaborate in situations where working with others can provide clear benefits over Insight working on its 
own. These benefits can include:

Establishing a coordinated view on the specific issue(s) from a group of investors;

Making engagement more efficient by ensuring we don’t duplicate research and engagement 
activities;

Enabling investors to engage with more companies, sectors and markets than would otherwise be the 
case;

Sharing experience and understanding of issues, companies and sectors;

Strengthening links within the investment industry. 

When we do chose to participate in collaborative initiatives, we contribute significant time and resources 
to making sure that the initiatives function effectively and achieve their goals. We have played a leading 
role in many important investor initiatives, including the development of an investor statement and 
investor group on the Extractive Industries Transparency Initiative (EITI) and, in 2006, the development, 
through the IIGCC, of the Investor Statement on Climate Change. 

We do not always take up opportunities to collaborate. That decision depends on several factors:

The sector or company in question, and whether we have a significant investment exposure to that 
sector or company;

The specific issue or set of issues, our level of understanding of those issues and our assessment of 
their materiality or importance;

Our existing engagement activity, and whether we believe collaborating will bolster that work;

Our assessment of the likely effectiveness of joint engagement;

Whether there is sufficient common ground or common interest to allow us to work effectively with 
others;

Whether the goal of the proposed exercise is clear and appropriate and focuses on effecting change 
with one or more companies. 

We tend to avoid initiatives that simply aim to share information or to develop understanding of an issue, 
rather than to drive change. 
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Collaborative engagement with companies 

During 2006, we took part in a number of joint investor meetings with companies. These sometimes arise 
when a particular problem occurs in companies’ operations, as was the case with both Shell and BP, as 
we describe below. Alternatively, companies simply invite a group of investors to provide feedback on a 
particular aspect of their strategy or operations, as was the case with Vodafone and the banking sector.

Shell Together with two other large institutional investors, we continued our dialogue with Shell’s senior 
management about its human rights performance in Nigeria and Russia (Sakhalin) and the processes 
the company has in place to ensure effective oversight of the social and environmental impacts of its 
projects.

BP We participated in a series of joint investor meetings with the company about its response to the 
Texas City accident and oil spills at its facilities in Prudhoe Bay, Alaska. Along with other investors, we 
have emphasised the importance of ensuring that health and safety is properly managed through the 
company. We have also clearly communicated this message in our meetings with the Chairman.

Vodafone We attended a consultation with investors and other stakeholders at which Vodafone asked for feedback 
on its supply chain management practices. Vodafone has made good progress in developing systems 
to identify potential high-risk suppliers and assesses suppliers’ performance on labour standards and 
environmental issues. Its active participation in the Global e-Sustainability Initiative has been important in 
this regard. The organisations consulted made several recommendations for improvement, which Insight 
supports. These recommendations included extending its assessment process to suppliers that produce 
the most potentially problematic products or offer services where working conditions are known to be 
poor; engaging with suppliers on the design of handsets to minimise their environmental impact over 
their lifecycle; managing the disposal process for products carefully; and looking for opportunities to 
contribute to the economic development of key communities.

UK Banks We attended a joint meeting of investors and banks on human rights issues in the sector and made a 
presentation outlining a series of human rights management actions for banks. These recommendations 
included adopting a consistent group-wide human rights policy; conducting an analysis of the company’s 
performance against the draft UN Norms on the Responsibilities of Transnational Corporations and 
Human Rights; establishing human rights performance measures and targets; and reporting publicly on 
human rights performance. 

Insight-led collaborative engagement

As we described in the previous chapter, although most of our engagement is with companies directly, 
we believe it is also important to bring together different groups of stakeholders to discuss relevant ESG 
issues. During 2006, we held four events of this nature:

January 
2006

Together with JPMorgan, we hosted a seminar to present findings of research we had both conducted on 
how food companies are addressing consumer health issues (see Chapter 3 for more detail).

March 
2006

We hosted a workshop at the Royal Institute of International Affairs in London (known as Chatham House) 
for policy makers, companies and institutional investors to consider how public policy uncertainty affects 
decision-making in the electricity industry, (see Chapter 2 for more detail).

September 
2006

We hosted a meeting for investors, brokers and rating agencies to present our draft framework for food 
companies on addressing consumer health issues.

November 
2006

We hosted a meeting to solicit the views of other financiers as to how the biodiversity benchmarking 
process could be improved and made more useful to other investors, such as those in private equity and 
project finance.
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Collaboration through formal organisations

A natural avenue for investors to use to engage with companies is through formally constituted member 
organisations – either those such as the ABI that have served the insurance and investment industry for 
many years on a broad range of responsible investment, corporate governance and corporate responsibility 
issues, or the IIGCC, set up by investors specifically to address an issue such as climate change. Here, we 
describe how Insight has played a leading role in these two key collaborative investor initiatives. 

Collaboration through the IIGCC

Climate change is one of our key priorities for both engagement and investment research. However, we 
recognise that we also need to work with other investment managers to address some of the associated 
market-wide risks. We therefore participate in, or support, a number of collaborative initiatives focused 
on climate change. We are particularly active in the IIGCC. The IIGCC was established as a forum for 
collaboration between pension funds and other institutional investors on climate change. At the end of 
2006, IIGCC had 31 members, representing assets of over £1 trillion. 

IIGCC aims to leverage the influence of individual institutional investors and to focus its effort on areas 
where collaboration provides clear benefits over individual organisations working on their own. Over the 
past five years, IIGCC has: 

Published investor briefings on how climate change could impact the construction, aviation and 
electricity utilities sectors; 

Actively encouraged brokers to conduct more research on the investment implications of climate 
change; 

Built links with leading property industry bodies and organised several briefing events for property 
fund managers to encourage property investors to take proper account of climate change in property 
investment portfolios;

Developed training materials for pension fund trustees on the fiduciary aspects of climate change. 

It is served by a secretariat and governed by a steering committee, on which Rory Sullivan represents 
Insight. Apart from sitting on the steering committee, Insight has played a leading role in the IIGCC public 
policy workstream and has led, or significantly contributed to, the drafting of IIGCC’s responses to the UK 
government’s consultation on the future of the EU ETS, to the Stern Review on the Economics of Climate 
Change, and to the President of the European Commission on Phase 2 National Allocation Plans. In each 
of these submissions, IIGCC has emphasised the importance of long-term greenhouse gas emission 
reduction, the need for policy certainty and the importance of ensuring that all sectors are covered by 
climate change policy (for instance, we have supported calls for the inclusion of aviation in the EU ETS). 
Under the auspices of IIGCC, we have met with policy makers (in Defra and DTI) and opinion formers to 
become better informed of existing and forthcoming public policy developments and to present investors’ 
views. 

Within IIGCC, Insight took the lead in one particular effort that was directed specifically at galvanising 
investor action on climate change In early 2006, we identified what we felt was a significant weakness in 
the debate on climate change – the absence of an agreed investor position on the topic. Insight therefore 
initiated and led the drafting of the IIGCC Investor Statement on Climate Change, launched at the IIGCC 
Conference in Paris in October 2006. By the end of December 2006, the Statement had 16 confirmed 
signatories representing approximately £850 billion in assets under management. The aim of the 
Statement is to signal to companies and policy makers the level of investor support for effective action on 
climate change. There are two key elements to the Statement:

The Statement moves beyond a focus on corporate disclosure to set out investors’ expectations 
of companies’ management systems and processes. The Statement encourages companies to set 
management responsibilities for climate change, to make commitments to greenhouse gas emission 
reductions and to integrate climate change considerations into their business strategies;

The signatories commit to supporting government policies that provide incentives to reduce 
greenhouse gas emissions and that encourage appropriate responses to the physical impacts of 
climate change. The signatories request that governments set clear and challenging targets for 
greenhouse gas emissions reductions for the short, medium and long term – thereby enabling 
atmospheric concentrations of greenhouse gases to be stabilised at a level that averts the most 
significant risks of climate change – and that governments provide the necessary mechanisms and 
institutions for the delivery of these targets. 
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Collaboration through the ABI

Insight is an active member of the ABI and sits on its Investment Committee. Because of its wide 
membership and its credibility as a convening organisation, the ABI frequently coordinates meetings 
between companies and investors on corporate governance issues. Insight took part in a number of such 
meetings in 2006, with, among others, HSBC, Compass and GlaxoSmithKline. In addition, we regularly 
draw on the ABI’s authoritative research on resolutions proposed at each UK company’s AGM to inform 
our decisions on how to vote. 

The ABI plays an important role in continually reviewing and strengthening governance practice in the 
UK. An example this year related to the revision of the ABI’s guidelines on remuneration. These guidelines 
provide recommendations on issues such as basic pay, bonuses, share options, share-incentive schemes, 
contracts and pensions. As a member of the ABI Investment Committee, Insight was consulted on the 
guidelines. We particularly encouraged the ABI to focus on pensions and severance, to address our 
unease that current contracts sometimes entitle directors to big pension increases as part of their 
severance packages. In December 2006, the ABI launched its revised executive remuneration guidelines 
(www.ivis.co.uk/pages/gdsc2_1.html). The new guidelines reflect our concerns about pensions and 
severance packages, stating that “remuneration committees should demonstrate that the route taken 
on severance represents the lowest overall cost to the company”. We believe that this iteration of the 
guidelines should further strengthen UK companies’ remuneration schemes.

 



��Putting Principles into Practice



�� Putting Principles into Practice

“We are committed to reporting 
fully and transparently because 

we believe we should be 
accountable to our clients and 
because we believe we have 
a responsibility both to the 

companies in which we invest, 
and to wider society, to explain 
our decisions and our thinking 
on corporate governance and 

corporate responsibility matters.”



��Putting Principles into Practice

�  Reporting 
Introduction

Insight has developed a strong track record of reporting on our work on responsible investment and 
corporate governance. We are committed to reporting fully and transparently because we believe 
we should be accountable to our clients and because we believe we have a responsibility both to 
the companies in which we invest, and to wider society, to explain our decisions and our thinking on 
corporate governance and corporate responsibility matters. Reporting also allows us to reach a wider 
audience than simply those companies that we engage directly with, and to contribute to wider debates 
on corporate governance and corporate responsibility.

Client reporting

We report to both our institutional and retail clients according to their requirements. For example, we 
provide those institutional clients for whom we manage money on a segregated basis quarterly reports 
which include commentary on corporate governance and voting. We also respond to client enquiries on 
specific ESG issues, and all of our clients have access to our website.

Investors in our ethical funds receive a range of reports:

Fund factsheets: These are published monthly and available on Insight’s website. The factsheets, 
which are intended for both advisors and investors, include performance figures details on the funds’ 
holdings as well as comments from the fund manager; 

Fund management reports: These are produced annually and semi-annually and are sent automatically 
to investors; 

Ethical fund briefings: These are published periodically and are available on Insight’s website. These 
briefings highlight significant fund issues/themes such as alternative energy and consumer health, and 
often explain Insight’s reasons for investing in selected companies. 

We also enable our retail investors to assess our performance on transparency by making available on our 
website an assessment of our performance against the Eurosif transparency guidelines for retail investors. 
See www.insightinvestment.com/Responsibility/funds/eurosif/eurosif_transparency_guidelines.asp. 

Broader reporting and publications

Insight also produces the following range of reports that are publicly available.

Annual report: This report summarises our work for the past calendar year; we will publish a similar 
report each year. It is structured and written so as to satisfy the reporting requirements of the PRI;

Quarterly reporting: We have published full records of our engagement and voting recommendations 
since early 2004. Every quarter, two months after the end of the previous quarter, we publish on our 
website summaries of our voting and engagement activity as well as longer reports that provide detail 
on a company-by-company basis of our dialogue, (see www.insightinvestment.com/responsibility/
reporting/reporting.asp);

Reports: In 2006, Insight published seven reports on ESG issues and responsible investment, as well as 
a book on Responsible Investment (see Box 9).













http://www.insightinvestment.com/Responsibility/funds/eurosif/eurosif_transparency_guidelines.asp
http://www.insightinvestment.com/responsibility/reporting/reporting.asp
http://www.insightinvestment.com/responsibility/reporting/reporting.asp


�0 Putting Principles into Practice

Insight reports The Climate Change Disclosures of European Electricity Utilities 
(www.insightinvestment.com/Documents/responsibility/Climate_Change_Disclosures_Report.
pdf), June 2006;

Climate Change Disclosure Standards and Initiatives: Have they Added Value for 
Investors? 
(www.insightinvestment.com/Documents/responsibility/climate_change_disclosureinitiatives_
report.pdf), September 2006.

Joint reports A Proposed Framework for the Corporate Response to Addressing Consumer 
Health and Obesity 
With the International Business Leaders Forum, July 2006;

Climate Change Policy Uncertainty and the Electricity Industry: Implications and 
Unintended Consequences 
(www.insightinvestment.com/Documents/responsibility/climate_change_uncertainty_report.
pdf), with the Royal Institute of International Affairs, August 2006;

An Uncertain Business: The Technical, Social and Commercial Challenges 
Presented by Nanotechnology 
(www.insightinvestment.com/Documents/responsibility/an_uncertain_business_report.pdf), with 
the Royal Society and the Nanotechnology Industry Association, November 2006;

Defining Best Practice in Corporate Occupational Health and Safety Governance 
(www.insightinvestment.com/Documents/responsibility/Occupational_Health_and_Safety_
Governance_Report.pdf), with the Health and Safety Executive, November 2006;

Managing Investments in a Changing Climate 
(www.insightinvestment.com/Documents/responsibility/Managing_Investments_Changing_
Climate.pdf), for IIGCC, December 2006.

Regular briefings: We have published regular briefings on corporate governance and corporate 
responsibility issues since the Investor Responsibility team was established in 2002. In 2006, we 
published 26 briefings (see Annex 1 for a full listing). The briefings covered a wide range of ESG 
issues; some explain our views on particular issues, some report on the results of engagement with 
companies on particular topics and others focus on how we integrate ESG issues into our investment 
decision-making. These briefings are sent out to more than 18,000 people quarterly and are available 
on our website (see www.insightinvestment.com/responsibility/articles/articles.asp).

Box 9: New book on Responsible Investment 

On 1 March 2006, Stephen Timms, the then UK Minister for Pensions Reform, launched ‘Responsible Investment’, co-edited 
by Rory Sullivan (the head of the Investor Responsibility Team). The book – which brings together some of the leading 
practitioners and commentators in the field of responsible investment – reviewed and critically analysed the ‘engagement’ 
and ‘enhanced analysis’ approaches to social, ethical and environmental issues in investment.

It showed that there is clear evidence that investor engagement on social, ethical and environmental issues has been effective 
in encouraging significant changes in corporate performance. The book also pointed to a number of important barriers 
to progress to responsible investment, finding that while many investors have a profound interest in encouraging more 
sustainable and responsible approaches to business, in practice, the emphasis placed on short-term investment performance 
frequently discourages effective action by investment managers to address the long-term risks associated with social, ethical 
and environmental issues.



http://www.insightinvestment.com/Documents/responsibility/Climate_Change_Disclosures_Report.pdf
http://www.insightinvestment.com/Documents/responsibility/Climate_Change_Disclosures_Report.pdf
http://www.insightinvestment.com/Documents/responsibility/climate_change_disclosureinitiatives_report.pdf
http://www.insightinvestment.com/Documents/responsibility/climate_change_disclosureinitiatives_report.pdf
http://www.insightinvestment.com/Documents/responsibility/Articles/Annual_Voting_Report_06.pdf
http://www.insightinvestment.com/Documents/responsibility/Articles/Annual_Voting_Report_06.pdf
http://www.insightinvestment.com/Documents/responsibility/an_uncertain_business_report.pdf
http://www.insightinvestment.com/Documents/responsibility/Articles/Annual_Voting_Report_06.pdf
http://www.insightinvestment.com/Documents/responsibility/Articles/Annual_Voting_Report_06.pdf
http://www.insightinvestment.com/Documents/responsibility/Articles/Annual_Voting_Report_06.pdf
http://www.insightinvestment.com/Documents/responsibility/Articles/Annual_Voting_Report_06.pdf
http://www.insightinvestment.com/Documents/responsibility/Articles/Annual_Voting_Report_06.pdf
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“For Insight, 2006 was a year of 
success and significant progress. 
We continued to deliver excellent, 

wide-ranging engagement, 
pushed companies to uphold 
high standards of corporate 

governance and made significant 
headway in integrating ESG 
issues into day-to-day fund 

management activities.”
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�  The year ahead: priorities and   
 challenges for 2007

For Insight’s Investor Responsibility and Corporate Governance teams, 2006 was a very successful 
year. We continued to deliver excellent, wide-ranging engagement, pushed companies to uphold high 
standards of corporate governance and made significant headway in integrating ESG issues into day-
to-day fund management activities. We were very encouraged by the launch of the PRI, which has put 
responsible investment firmly on the map.

But where do we go from here? In this section, we sketch out what we plan to do and what we perceive 
the landmark issues will be, in 2007. We also chart some of the challenges and opportunities we see facing 
the investment sector as a whole. 

Deepening investment research

In 2007, we will continue to identify ESG issues that can materially affect companies’ performance and 
to embed research on those issues into our investment decision-making so as to maximise investment 
returns for our clients. We will be putting particular emphasis on analysing large UK and European 
companies’ management of their climate change-related risks and the associated financial implications, 
as well as seeking investment opportunities in renewable energies and environmental technologies. At 
the stock level, we will work our equity and credit research analysts to determine whether the companies 
they are evaluating face material ESG risks and how these may affect financial returns. We will also focus 
on further aligning our engagement, research and investment decision-making processes, to ensure that 
our understanding of companies’ exposure to, and management of, ESG risks is fully integrated into our 
investment analysis.

We will also continue to encourage our brokers to produce better research. While more sell-side research 
is now published on corporate governance and corporate responsibility issues, in our view, too little of 
this work focuses explicitly on how ESG issues affect companies’ financial performance and/or impact on 
companies’ strategic positioning – which is the critical conclusion they should be trying to draw out.

Strengthening engagement

During 2007, Insight plans to engage on climate change, consumer health, responsible retailing, 
sustainable housing, nanotechnology and water management – as well as other topics that we will 
identify during the year. We will maintain our focus on encouraging companies to achieve and maintain 
high standards of corporate governance and corporate responsibility – and particularly aim to ensure 
that our engagement generates information that we can take into account in our investment analysis. In 
the corporate governance arena, our focus in 2007 will be on board composition, the specific role of the 
SID and the responsibilities of index providers when companies listed do not meet minimum standards of 
corporate governance. 

Our experience with electricity utility companies’ disclosure on climate change – and prevalent across 
the majority of corporate responsibility issues in nearly all sectors – is that reporting is often inconsistent, 
incomplete, and generally precludes meaningful comparisons between companies and sectors. For 
each of the subjects we have identified as engagement priorities, we will seek to develop guidance 
or frameworks against which we wish companies to report. We will also work with other investors to 
encourage wider adoption of these frameworks. As one example, the IIGCC has established a project to 
encourage standardised disclosure in the electricity industry, using as its template Insight’s report ‘Climate 
Change Disclosure Initiatives and Standards: Have they added value for investors?’.

Finally, we will continue to talk to policy makers to ensure that public policy action in the areas we research 
and on which we press for change is efficient and effective, and minimises costs. 

Promoting responsible investment and collaboration

As responsible investment moves towards the mainstream of investment practice, we – and the sector 
in general – face a number of important challenges. Those who already claim to have taken action on 
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responsible investment need to disclose more about their activity. This philosophy underpins not only the 
PRI, but also collaborative initiatives such as the IIGCC Investor Statement on Climate Change. Investors 
– asset managers and pension funds – will increasingly be expected to demonstrate how ESG factors are 
integrated into their stock selection and investment decision-making processes, and to demonstrate not only 
that they have engaged with companies but the outcomes that have been achieved through engagement. 

Corporate pension funds, in particular, are likely to face greater scrutiny. A report entitled ‘UK Pension 
Scheme Transparency on Social, Environmental and Ethical Issues’, published in 2006 by FairPensions (an 
NGO campaigning for more responsible investment by UK pension funds) analysed the transparency of 
the UK’s 20 largest corporate pension schemes. Of these, only five disclosed their policies on social and 
environmental issues and only one disclosed how its votes had been cast. The report argued that this lack 
of transparency seemed at odds with the frequently strong commitments of the sponsoring organisations 
to social and environmental responsibility.

However, better disclosure alone will not address the particular challenge faced by pension funds 
– namely, how to differentiate between those investment managers who are committed to the proper 
integration of ESG issues into investment analysis and meaningful engagement with companies, and those 
who simply take a tokenistic or ‘tick-box’ approach. We believe that a commitment should be made to 
make publicly available a comprehensive tool that pension funds or other stakeholders can use to assess 
how investment managers implement their commitments to be responsible investors.

Finally, responsible investors should focus on strengthening the quality of collaborative initiatives. 
Although we believe collaboration is important, in our experience the goals of too many joint initiatives 
are quite weak: they often aim, for example, simply to share information or to produce a summary of the 
issue(s) facing a sector, rather than to generate specific outcomes on particular issues.

The role of government
We believe that governments, too, have a critical role to play to encourage and incentivise investors to 
embrace responsible investment. They can use their regulatory power – as countries such as the UK, 
Italy, Germany and Austria have done – to require pension funds to state (in Statements of Investment 
Principles or equivalent) whether and how they take social, ethical and environmental issues into account 
in their investment processes. This is a model that could be more widely adopted. However, requiring 
funds to disclose their policies is only part of the picture; governments should also consider requiring 
those funds to disclose how they implement their policies.

Finally, many governments have committed to developing their economies according to the principles 
of sustainable development. Sustainable economies need to be underpinned by financial systems that 
are aligned with, and support, sustainable development. Insight believes that all government-funded 
and government-sponsored pension funds should adopt responsible investment policies that require 
ESG issues to be properly integrated into all investment decisions. Investment managers should also be 
required to engage with companies in their funds to encourage high standards of corporate governance 
and corporate responsibility. We would encourage many more central and local government-funded 
pension schemes to follow the lead of South Africa and Thailand to demonstrate this commitment and 
sign up to the PRI.
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“Today, it is increasingly clear that 
UN objectives – peace, security, 

and development – go hand-
in-hand with prosperity and 

growing markets. If societies fail, 
so will markets.”

Kofi Annan, 2006
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Annex I: The Investor Responsibility team

Rory Sullivan
Dr Rory Sullivan is responsible for leading the team’s thematic research and engagement activities on social, ethical and 
environmental issues. He has specific responsibility for investment research and engagement relating to climate change and 
human rights.

Rory joined Insight in 2002. He has over 15 years of experience in environmental management and public policy, having 
worked for the private sector and government agencies in Australia, South-East Asia, Africa and Europe. His experience 
includes advising organisations on greenhouse, energy and environmental management issues, and advising Environmental 
Australia and the OECD on the development and implementation of pollutant release and transfer registers.

He also has extensive experience in human rights – he chaired the Amnesty International (Australia) Business Group for 
three years and subsequently worked for Amnesty International (UK) – with a particular focus on trade and investment 
policy, and multinational enterprises and the law. He has contributed to various working groups and other bodies on issues 
such as mining and human rights, and the role of companies in conflict zones. He is the editor of Business and Human 
Rights: Dilemmas and Solutions (2003).

Rory has written over 200 articles, book chapters and papers on environmental and energy policy, corporate responsibility, 
and related business issues. He is the author/editor of five books on these issues including Rethinking Voluntary Approaches 
in Public Environmental Policy (2005) and Responsible Investment (edited with Craig Mackenzie, 2006).

Rory holds an honours degree in electrical engineering (University College Cork, Ireland), Masters’ degrees in Environmental 
Science (University of Manchester, UK) and Environmental Law (University of Sydney, Australia), and a PhD in Law (Queen 
Mary, University of London, UK).

William Claxton-Smith
William joined Insight Investment in 1976 after graduating from Exeter College, Oxford with a degree in Philosophy, Politics 
and Economics. He initially worked as a UK Equity Analyst, then as a Fund Manager responsible for Insight’s Equity High 
Income Fund for 19 years until January 2004.

William has been involved in corporate governance and regulation issues for many years and is now focusing entirely on 
corporate governance activity.

He is a member of a number of industry bodies including the Investment Committee of the Association of British Insurers 
and the CBI Companies Committee.

He has spoken and written extensively on corporate governance issues.

Rachel Crossley
Rachel joined Insight in March 2002 to set up the Investor Responsibility team. She is responsible for the design and 
delivery of the team’s engagement with companies on a wide range of environmental and social issues and also undertakes 
investment research on these issues. She leads and contributes to Insight’s engagement programmes in the areas of 
consumer health and obesity, sustainable housing and property management, human rights, labour standards, revenue 
transparency, climate change and nanotechnology. In addition, Rachel runs Insight’s Community Arts Programme and 
provides input to HBOS on various corporate responsibility policies and programmes.

Before working with Insight, Rachel worked for three years in the SRI team at ISIS asset management (formerly Friends, Ivory 
& Sime (FIS), now F&C asset management). During that time she was instrumental in developing the engagement-based 
approach to SRI. She was also responsible for all SRI fund policies and pioneered FIS’s corporate engagement on human 
rights, ethical trading and forestry issues.

Rachel started her career at the World Bank, where she was as an environmental economist for six years, focusing on 
environmental and natural resource development projects in several developing countries. She then worked as an adviser 
to WWF-UK for a year and for three years at EA Capital, a leading New York-based financial advisory and consulting firm, 
specialising in environmental finance.

Rachel has written and spoken extensively on a wide range of environmental and social issues, corporate responsibility and 
SRI. She sits on the Advisory Board of The Climate Group and is a Trustee of that charity. She is also a member of Traidcraft’s 
Advisory Committee on the Responsible Purchasing Practices Project and sits on the Advisory Board of Sedex.

Rachel holds a BA Dual Honours degree in Economics and Geography (Sheffield University) and a Masters degree, with 
Distinction, in Environmental Economics and Policy (Wye College, University of London).

Jennifer Kozak
Jennifer joined the Investor Responsibility team in October 2002 and undertakes thematic research on a range of 
environmental and social issues. She has particular expertise in climate change, genetic engineering, and renewable energy 
technologies and leads Insight’s engagement and investment research on water and waste issues. She is also responsible for 
managing the ethical screening process for Insight’s Evergreen and European Ethical Funds. Before joining Insight, Jennifer 
worked for six years at KLD Research & Analytics, Inc., in Boston, a leading provider of corporate social and environmental 
research to the global financial services industry. As a Senior Analyst and Director of Consulting, Jennifer researched the 
social and environmental records of hundreds of US and international companies and managed the firm’s consulting 
business. She served for four years on the company selection committee for the Domini Social 400 Index, a well-established 
SRI benchmark for the US market. She had previously worked for the Department of Environmental Management on a 
sustainable development project in rural Massachusetts.

Jennifer is a member of UNEP FI’s Asset Management Working Group as well as the newly formed Water and Finance 
Advisory Group.
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Jennifer holds a BA in International Relations and Spanish (Mount Holyoke College, USA) and an MA in Urban and 
Environmental Policy (Tufts University, USA).

Sarah Gillett
Sarah joined Insight Investment in December 2002. She undertakes research on corporate governance and corporate 
responsibility issues to support the team’s engagement with companies and Insight’s equity and credit research. She also 
supports the delivery of proxy voting and Insight’s reporting on our engagement and voting activities. She has published a 
number of articles on corporate governance, remuneration and related issues.

Her previous experience includes working in marketing at Plantlife and conservation research in the Philippines and South 
Africa. Sarah has an MSc in Conservation Biology (University of Kent) and a BSc Hons in Zoology (University of Edinburgh).

Nicola Corney
Nicola joined Insight in May 2005. She is the Investor Responsibility PA/Team Secretary. Prior to joining Insight, Nicola 
worked for Ernst & Young in the Expatriate Tax department as a team co-ordinator. She has also worked for Deutsche Bank 
and Hays Banking Personnel.
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Annex 2: Insight’s memberships and affiliations
In Chapter 5, we described in brief the organisations that Insight supports and of which we are a member, and the boards 
and advisory panels on which we sit. Here we provide further detail on those organisations.

Insight’s memberships

Association of British Insurers (ABI) 
www.abi.org.uk/

Insight is a member of the ABI which represents the collective interests of the UK’s insurance industry. William Claxton-
Smith sits on the Investment Committee of the ABI. The ABI speaks out on issues of common interest; helps to inform 
and participate in debates on public policy issues; and acts as an advocate for high standards of customer service in the 
insurance industry. The ABI has around 400 members, who provide 94% of domestic insurance services sold in the UK, and 
account for almost 20% of investments in the London stock market.

Confederation of British Industry (CBI)
www.cbi.org.uk

The CBI is a membership and lobbying organisation for UK business on national and international issues. It works with the 
UK government, international legislators and policy makers to help UK businesses compete effectively. The CBI’s mission 
is to help create and sustain the conditions in which businesses in the UK can compete and prosper for the benefit of all. 
William Claxton-Smith sits on the CBI Company Committee which has been actively involved in the Company Law Review 
Process. The Committee’s remit also covers corporate governance issues such as the review of the Combined Code, 
Accounting and the EU Shareholder Directive.

European Corporate Governance Institute (ECGI)
www.ecgi.org/organisation/overview.htm

The ECGI is an international scientific non-profit association that provides a forum for debate and dialogue between 
academics, legislators and practitioners, focusing on major corporate-governance issues. Its primary role is to undertake, 
commission and disseminate research on corporate governance. Based upon impartial and objective research and the 
collective knowledge of its members, it advises on the formulation of corporate governance policy and development of best 
practice and undertakes any other activity that will improve understanding and exercise of corporate governance.

European Social Investment Forum (Eurosif)
www.eurosif.org/

Insight is a member of Eurosif, a pan-European group whose mission is to address sustainability through the financial 
markets. Current member affiliates of Eurosif include pension funds, financial-service providers, academic institutes, 
research associations and NGOs.

Institutional Investors Group on Climate Change (IIGCC) 
www.iigcc.org

Insight has been a member of the IIGCC since 2003. Rory Sullivan sits on its Steering Committee and has played a leading 
role in the IIGCC’s public policy workstream. IIGCC is a forum for collaboration between pension funds and other institutional 
investors on issues related to climate change. The IIGCC seeks to promote better understanding of the implications of 
climate change among its members and other institutional investors, to encourage investors to manage the investment 
implications of climate change, and to advocate public policy and market solutions that are both effective responses to 
climate change and consistent with long-term investment objectives.

International Corporate Governance Network (ICGN)
www.icgn.org/index.php

The ICGN is an unincorporated, not-for-profit association under the laws of England and Wales. It has four primary purposes, 
namely to provide an investor-led network for the exchange of views and information about corporate governance issues 
internationally, to examine corporate governance principles and practices, to develop and encourage adherence to 
corporate governance standards and guidelines, and to generally promote good corporate governance.

UK Social Investment Forum (UKSIF)

www.uksif.org/

Insight is a member of the UKSIF. UKSIF is the UK’s membership network for Socially Responsible Investment (SRI). UKSIF’s 
primary purpose is to promote and encourage the development and positive impact of SRI among UK-based investors. 
UKSIF has more than 200 members and affiliates, including retail and institutional fund managers, investment consultants, 
pension funds, investment banks, financial advisers, SRI research providers, trade unions, banks and non-governmental 
organisations.

http://www.abi.org.uk/
http://www.cbi.org.uk
http://www.ecgi.org/organisation/overview.htm
http://www.eurosif.org/
http://www.iigcc.org
http://www.icgn.org/index.php
http://www.uksif.org/
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United Nations Environment Programme: Finance Initiative (UNEP FI)
www.unepfi.org/

Insight has been a member of UNEP FI, a global partnership between UNEP and the financial sector, since 2004. Over 160 
institutions, including banks, insurers and fund managers, work with UNEP to understand the impacts of environmental and 
social considerations on financial performance. We presently sit on working groups on biodiversity, water and human rights.

UN Principles for Responsible Investment (UN PRI)
www.unpri.org/

Insight was closely involved in developing the UN PRI and is a strong supporter of the Principles. We were also a founding 
signatory and sponsor of the launch of the Principles in April 2006. The PRI is a set of six principles to which investment 
managers and asset owners can sign up to demonstrate their commitment to responsible investment. The principles are 
intended to provide practical guidance on possible actions for incorporating environmental, social and governance issues 
into mainstream investment decision-making and ownership practices. 

Collaborative initiatives on specific ESG issues

Investor Statement on Revenue Transparency 
www.eitransparency.org

In 2003, Insight played a leading role, alongside other investors, in developing the Investor Statement on Revenue 
Transparency. The Statement was designed to show that investors around the world are concerned about revenue 
transparency and to demonstrate their support for the Extractives Industry Transparency Initiative. On 16 May 2003, a 
group of ten investors, including Insight, representing £466 billion under management, issued the Statement, calling 
on extractive companies to be more transparent about the payments they make to governments. Investor support has 
grown substantially since then; over 70 investment managers now support the Statement, with £12.3 trillion of assets 
under management. Insight continues to support the EITI and signed the Statement of Outcomes of the Third EITI Plenary 
Conference held in Oslo in October 2006. 

Carbon Disclosure Project (CDP)
www.cdproject.net/

The CDP provides a secretariat for the world’s largest institutional investor collaboration on the business implications 
of climate change. CDP coordinates institutional investors who collectively sign a single global request for disclosure of 
information on Greenhouse Gas Emissions. In 2006, the letter was sent to over 2,000 companies.

The IIGCC Investor Statement on Climate Change
www.iigcc.org/docs/PDF/Public/IIGCC_InvestorStatementonClimateChange1.pdf

The IIGCC launched the Investor Statement on Climate Change in October 2006. Insight led the development of the 
statement within IIGCC. As of December 2006, 16 investment managers representing £850 billion under management have 
signed the statement. 

Insight’s representation on boards and advisory panels 
In addition to the organisations above, members of the Investor Responsibility team hold positions on a number of other 
trustee and advisory boards.

Amnesty International (UK) Business Group
www.amnesty.org.uk/content.asp?CategoryID=10112

Rory Sullivan is a member of the Amnesty International (UK) Business Group. The Business Group encourages companies to 
be aware of the human-rights impact of all aspects of their operations, to use their legitimate influence in support of human 
rights in all countries in which they operate, to give effect to the Universal Declaration of Human Rights, to include a specific 
commitment to human rights in their statements of business principles and codes of conduct, and to ensure the effective 
implementation of these commitments.

The Climate Group
www.theclimategroup.org/index.php?pid=355

Rachel Crossley has been a trustee of The Climate Group since 2003. She also sits on its Advisory Board. The Climate Group 
is an independent NGO dedicated to advancing business and government leadership on climate change. It promotes the 
development and sharing of expertise on how business and government can lead the way towards a low-carbon economy 
while boosting profitability and competitiveness.

Global Reporting Initiative (GRI) 
www.globalreporting.org/Home

Insight has been involved in the GRI process since 2002. GRI’s vision is for reporting on economic, environmental, and social 
performance by all organisations to be as routine and comparable as financial reporting. The GRI network accomplishes 
this vision by developing, continuously improving and building capacity around its Sustainability Reporting Guidelines. Rory 
Sullivan is a member of the Working Group that is developing a Sector Supplement for Energy Utilities, to support the main 
Sustainability Reporting Guidelines.

http://www.unepfi.org/
http://www.unpri.org/
http://www.cdproject.net/
http://www.iigcc.org/docs/PDF/Public/IIGCC_InvestorStatementonClimateChange1.pdf
http://www.amnesty.org.uk/content.asp?CategoryID=10112
http://www.amnesty.org.uk/udhr/udhr.shtml
http://www.theclimategroup.org/index.php?pid=355
http://www.globalreporting.org/Home
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Sedex Advisory Board
www.sedex.org.uk/

Rachel Crossley is a member of the Advisory Board of Sedex – the Suppliers Ethical Data Exchange. Sedex is a secure, web-
based system that companies use to input, manage and share data about labour standards at their production sites. The 
Sedex system has been designed to allow companies who are in an existing trading relationship to share this information, 
saving time and money lost in duplicated information. 

Traidcraft’s ‘Buying into Development’ Project
www.traidcraft.co.uk/

Rachel Crossley sits on the Advisory Panel of this project run by Traidcraft Exchange. Traidcraft Exchange is a UK 
development charity specialising in making trade work for the poor. In collaboration with local partners, the organisation 
works to create opportunities for poor people to harness the benefits of trade, helping them to develop sustainable 
livelihoods and offering them hope for a better future. The intention of this project is to improve the social impact of 
professional purchasers, by raising awareness amongst the profession of their current social impacts and how they, by 
improving their purchasing practices, can not only benefit suppliers and workers overseas, but also the companies involved, 
through better supply-chain management. 

UNEP FI Asset Management Working Group
www.unepfi.org/work_streams/investment/amwg/index.html

Jennifer Kozak has represented Insight on the Asset Management Working Group (AMWG) of UNEP FI since 2004. The 
AMWG explores the association between environmental, social, and corporate-governance considerations and investment 
decision making and publishes reports of its findings. It consists of 13 asset managers with combined mandates of $2 
trillion. 

Xstrata
www.xstrata.com.pe/english/xstrata/sup_index.php?pPag=45&id_menu=2&pSeccion=2

In August 2004, Xstrata Copper was granted a term of up to six years to complete exploration and feasibility work at 
the Las Bambas copper project in Southern Peru. To assist in meeting its objective of executing the project in a manner 
that contributes significantly to sustainable development, Xstrata has established an Independent Advisory Group (IAG) 
– comprising members with experience of community, social, environmental, ethical and economic issues encountered by 
companies working in developing countries – to provide external, independent advice and recommendations to Xstrata. 
Rory Sullivan is a member of the Advisory Group.

http://www.sedex.org.uk/
http://www.traidcraft.co.uk/
http://www.unepfi.org/work_streams/investment/amwg/index.html
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Annex 3: Briefings published in 2006

Corporate governance

Does good governance pay?

Health and safety at the top of the agenda

Inflated pensions - rewards for failure?

Insight publishes report on boards and the governance of corporate responsibility

Pre-emption rights

The 2006 proxy-voting season

The impact of new age discrimination legislation on director dismissals

The prospects of cross-border voting in Europe

The voting debate: is mandatory or voluntary disclosure best?

Voting on Shell’s social and environmental performance

Corporate responsibility

Addressing uncertainty in climate change policy: a dialogue between institutional investors, companies 
and policy makers

Climate change disclosure standards and initiatives: have they added value for investors?

Do climate change disclosures meet investors’ needs?

Further proof that engagement works: the results of the second biodiversity benchmark

GeSI: Promoting sustainability in the global information and communications sector

Good practice in ethics and compliance

Insight encourages companies to source sustainable palm oil

Insight proposes best-practice framework for pesticide use in supermarkets’ supply chains

Insight sponsors and endorses the new UN Principles for Responsible Investment

Insight’s environmental technology stock picks

Institutional investment – public policy’s impact on climate change

Investor collaboration on climate change: the work of the IIGCC

Obesity: how is the food industry responding?

Removing the barriers to responsible investment

Substitution should remain within REACH

UK EU Presidency Conference on Responsible Investment



62 Putting Principles into Practice

Glossary

ABI  UK Association of British Insurers

AGM  Annual General Meeting

AMWG  Asset Management Working Group

CDP  Carbon Disclosure Project

CEO  Chief Executive Officer

CHaSPI  Corporate Health and Safety Performance Index

DPAS  WHO Strategy on Diet, Physical Activity and Health

DTI  UK Department of Trade and Industry

DWP  UK Department for Work and Pensions

EGM  Extraordinary General Meeting

EITI  Extractive Industries Transparency Initiative

ESG  Environmental, social and governance

Eurosif  European Social Investment Forum

FSA  UK Food Standards Agency

GRI  Global Reporting Initiative

HSE  UK Health and Safety Executive

IIGCC  Institutional Investors Group on Climate Change

ILO  International Labour Organisation

KPI  Key performance indicators

NGO  Non-governmental organisation

NIA  Nanotechnology Industries Association

OHS  Occupational health and safety

PRI  Principles for Responsible Investment

SID  Senior Independent Director

UKSIF  UK Social Investment Forum

UKWAS  UK Woodland Assurance Scheme

UNEP FI  UN Environment Programme Finance Initiative

WHO  World Health Organisation
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