
MEMORANDUM: YUM! BRANDS (Symbol: YUM) 
March 2017 
 

Vote “For” 
 
Resolved: Shareholders request that YUM develop a comprehensive, cross-
commodity policy and implementation plan to eliminate deforestation and related 
human rights issues from its supply chain. 
 
 
Summary of arguments in favor of resolution on proxy ballot 
 

1. Deforestation is driven by commercial production of palm oil, beef, soy and 
wood products – all commodities that YUM directly or indirectly uses in its 
products 

2. Failure to develop a comprehensive, cross-commodity policy exposes YUM to 
significant reputational risk 

3. Failure to develop a comprehensive, cross-commodity policy exposes YUM to 
significant operational risk 

4. Implementation and transparency are crucial to mitigating these risks, given 
increased stakeholder attention 

5. YUM lags its global peers in terms of policies and implementation 
 

1. Deforestation is driven by commercial production of palm oil, beef, soy 
and wood products – all commodities that YUM directly or indirectly 
uses in its products 

 
a. Commercial agriculture, particularly the production of palm oil, beef, soy and 

wood products, is the largest driver of deforestation.  
i. Commercial agriculture accounted for three quarters of tropical 

deforestation between 2000 and 2012.1 
b. Deforestation is a target for global attention given its contribution to climate 

change, biodiversity loss and human rights issues. 
i. Best estimates suggest that more than 15% of annual global carbon 

emissions are attributable to deforestation.2 This exceeds annual 
emissions from all the cars and trucks globally. The destruction of 
forests and peatlands releases significant amounts of carbon into the 
atmosphere, amplifying the greenhouse effect. 

ii. Deforestation also contributes to habitat and biodiversity loss, 
disrupted rainfall patterns and soil erosion. It can also infringe on 
indigenous rights and cause community land disputes.  

c. YUM is a significant user of these commodities. 

                                                        
1 http://www.forest-trends.org/documents/files/doc_4718.pdf  
2 http://www.scientificamerican.com/article/deforestation-and-global-warming/  



i. Palm oil is used in a variety of products such as crusts, sauces, 
dressings and bread. Beef is used in pizza and Mexican cuisine 
toppings. Soy is used indirectly as a feedstock for poultry and beef. 
Forest and wood-derived products are used in many of YUM’s 
packaging materials.  

d. Given YUM’s international exposure and complex global supply chain, it risks 
exposure to deforestation-linked commodities. 
i. YUM is a global company, with approximately 50 percent of profits 

coming from outside the US in 2016. It is also the worldwide leader in 
emerging markets with over 17,000 restaurants, nearly twice as many 
as the nearest competition.3 Given that most deforestation occurs in 
the developing world, this presents a supply chain challenge for YUM 
and its franchisees, whose actions are ultimately linked to YUM.  
 

2. Failure to develop a comprehensive, cross-commodity policy exposes 
YUM to significant reputational risk 

 
a. NGOs and media outlets have focused on companies linked to deforestation 

i. The Washington Post4, The Economist5 and the BBC6 have all 
published reports on deforestation since 2014. 

ii. The New York Times7, The Guardian8 and the Financial Times9 have 
published articles in the past 6 months specifically linking well-known 
companies, such as Cargill, Bunge, Burger King and Olam, to 
deforestation.  

b. Negative publicity can dramatically damage brand value 
i. Following a sustained media campaign on palm oil sourcing, Cadbury 

New Zealand fell from the #1 most trusted brand for six consecutive 
years to #36. 

c. Combating these criticisms can be a drain of management time and resources 
i. In 2010, Greenpeace released a video critical of Nestle’s palm oil 

sourcing practices, which went viral. Senior executives were drawn 
into the furor, and Nestle Chairman Peter Brabeck-Letmathe 

                                                        
3 http://www.yum.com/company/ 
4 https://www.washingtonpost.com/news/energy-
environment/wp/2016/12/02/amazon-deforestation-is-increasing-at-a-time-
when-the-planet-can-least-afford-it/?utm_term=.cb5ccaf0278a 
5 http://www.economist.com/topics/deforestation 
6 http://www.bbc.com/news/science-environment-38210577 
7 https://www.nytimes.com/2017/02/24/business/energy-
environment/deforestation-brazil-bolivia-south-america.html 
8 https://www.theguardian.com/environment/2017/mar/01/burger-king-animal-
feed-sourced-from-deforested-lands-in-brazil-and-bolivia 
9 https://www.ft.com/content/bd2de89a-c01b-11e6-9bca-2b93a6856354 



eventually declared a moratorium on rainforest destruction.10 This 
was a major drain on management time and resources.  
 

3. Failure to develop a comprehensive, cross-commodity policy exposes 
YUM to meaningful operational risk 
 

a. When restaurant companies discover irregularities in their supply chains, the 
financial and operational results can be significant. In 2015, Chipotle Mexican 
Grill was forced to stop selling carnitas burritos at hundreds of restaurants 
after a pork supplier was discovered to be violating the company’s supplier 
code.11 This resulted in a $2 million charge for pulling pork supplies from 
restaurants and distribution centers, and foregone revenue over nine months 
at these restaurants.12 

 
4. Implementation and transparency are crucial to mitigating these risks, 

given increased stakeholder attention 
 

a. Investors and civil society stakeholders are increasingly focused on the 
implementation of corporate commitments. Publications like Supply Change 
explicitly highlight the risk of dormant commitments, i.e. commitments that 
have a target date that is past due, or never had a target date at all, and that 
have never had progress information available.13  

b. YUM’s palm oil commitment is an example of a commitment that may attract 
attention. YUM is to be commended for producing a strong palm oil sourcing 
policy that goes beyond the Roundtable for Sustainable Palm Oil Production 
(RSPO) standards. In particular, YUM has committed to avoiding suppliers 
that develop oil palm on High Conservation Value (HCV) or High Carbon 
Stock (HCS) forests, or on peatlands. However, this policy is not accompanied 
by transparency on how YUM aims to achieve these goals.  

 
5. YUM lags its global peers in terms of policies and implementation. 

 
a. YUM continues to receive lower scores than peers14 such as McDonald’s 

(MCD) on assessments such as the Forest 500. YUM earned a 3 out 5 vs. 
MCD’s 4 out of 5.15 YUM earned lower scores on the following categories: 
i. Overall forest policy: YUM lacks an overall deforestation policy. In 

comparison, MCD has a commitment to “eliminate deforestation 
                                                        
10 http://forest500.org/rankings/companies/yum-brands-inc 
http://www.bu.edu/goglobal/a/presentations/greenpeace_nestle_socialmedia.pdf 
11 https://www.bloomberg.com/news/articles/2015-04-08/chipotle-s-carnitas-
shortage-reflects-broader-supply-woes 
12 http://money.cnn.com/2015/09/28/news/companies/chipotle-carnitas/ 
13 http://forest-trends.org/releases/p/supply_change_2017 
14 http://forest500.org/rankings/companies/yum-brands-inc 
15 http://forest500.org/rankings/companies/mcdonalds-corp 



from [its] supply chain starting with beef, poultry, palm oil, coffee, 
and fiber used in consumer packaging.”16 

ii. Commodity policies: YUM is a major indirect user of soy in its 
poultry and beef products. Despite this, it lacks a clear soy 
sourcing policy, which as explained as above, leaves the company 
vulnerable to reputational and operational risks. In contrast, MCD 
is a member of the Roundtable on Responsible Soy and actively 
supported the indefinite extension of the Amazon Soy Moratorium, 
which prevents major traders from selling soy linked to 
deforestation in the Amazon.17  

iii. Reporting and transparency: As explained above, YUM’s palm oil 
policy is sound, but lacks transparency on implementation and 
monitoring.  

 
Conclusion 
 
In summary, shareholders reiterate their request that YUM develop a 
comprehensive, cross-commodity policy and implementation plan to eliminate 
deforestation from its supply chain. In doing so, YUM can bring its policies in line 
with global peers, while avoiding meaningful reputation and operational risk. We 
encourage shareholders to vote FOR this request.  

                                                        
16 http://corporate.mcdonalds.com/mcd/sustainability/sourcing/priority-
products/commitment-on-forests.html 
17 http://corporate.mcdonalds.com/mcd/sustainability/sourcing/priority-
products/commitment-on-forests.html 


