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Coller FAIRR Protein Producer Index: Risk Factor Report

This special report is part of the Coller FAIRR Protein Producer Index and illustrates 
the importance of social factors, such as labour management. With this report, 
the FAIRR Initiative provides investors with a variety of examples of the financial 
impacts that poor management of social issues can have. It also highlights several 
opportunities for the development of ESG data to facilitate social risk assessment.
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The outbreak of COVID-19 has exposed the underlying social risks that have long plagued 
the labour-intensive meat-processing industry. In this report, we bring the various labour 
issues that exist in animal protein production to light and discuss how failings in the 
management of critical social factors can impact the operational performance of one 
meat-processing company in particular. 

Tyson Foods (TSN) is one of the largest protein producers in the Coller FAIRR Protein 
Producer Index. In this report, we analyse Tyson’s policies on labour and human rights using 
the Index’s risk framework for Working Conditions. We also highlight the specific gaps in its 
disclosure, which currently pose challenges in the development of a comprehensive ESG risk 
profile concerning Tyson’s labour policies and practices.

To highlight the importance of including labour-related issues in a company’s risk/reward 
assessment, we review the recent events that impacted Tyson as a result of the COVID-19 
crisis. We also discuss the measures taken by Tyson’s management in response to the 
financial impacts of the disruption, as well as examine the more structural components of 
the company’s approach to crisis management.

Investors and regulators are increasingly concerned about the impact of negative market 
perception and potential litigation associated with labour issues. Mismanagement of working 
conditions and human rights issues can affect a company’s license to operate in certain 
jurisdictions, as well as its relative cost of capital.

1. Working Conditions: An Important Operating Factor

Over the last 60 years, the industrialisation of meat processing has transformed the 
activities of butchers into a series of repetitive, unskilled or semi-skilled jobs on labour-
intensive production lines. Most intensive processing plants today rely heavily on low-
skilled human labour to slaughter animals and prepare animal carcasses for their delivery to 
restaurants and distribution outlets. 

Industrial meat producers are particularly exposed to risks linked to workers’ health and 
safety because of the sector’s labour-intensive model and a lack of suitable alternatives to 
human capital in the meat processing and packaging stages of production. In meat processing 
and packing plants, skilled workers are found in specific supervising and operating roles, while 
the production lines are staffed primarily by a low-skilled and low-cost workforce. The latter 
group frequently comprises of an important share of male foreign workers, many of whom 
may be vulnerable to exploitation. Their right to remain in the country, for example, is likely 
determined by their employee. These characteristics of the sector’s labour force can be 
found in Europe1, North America2 and Asia3.

Meat producers around the world struggle to attract domestic workers because of the 
industry’s high injury rates and low wages. In the US, meat processors have some of the 
highest occupational injury and illness rates at 4.3 per 100 full-time workers in 2018. This is 
almost 40% higher than the national average across industries and even higher than what 
was recorded in the construction, mining and logging sectors. Salaries are 50 % lower than 
wages in 1975, when accounting for inflation4 As a result, the industry is experiencing a 
shortage of labour and migrant workers are more readily available for this type of work 
than the domestic labour force. Some industry experts argue the Trump Administration’s 
tough position on immigration policy is helping to further aggravate labour shortages in the 
sector. According to Ken Goldman, an analyst at J.P. Morgan, the industry’s dependence on 
increasingly scarce human capital means that any reductions in labour supply would result in 
incrementally higher costs.5
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Without access to labour, meat companies cannot expand their production, which disrupts 
growth in an otherwise booming international protein market6. In Canada, for example, this 
has already led to an estimated sales loss of CA$1.15 billion per year (approximately US$0.88 
billion) across the full value chain. 

Given that labour shortages intensify a producer’s dependence on scarce labour, there is an 
industry-wide need for improved working conditions to make the sector more shock-proof 
to growing labour risks, including health crises, which are likely to become more recurrent.7 

Poor working conditions in meat processing plants increase the risk of meat workers 
contracting contagious diseases, especially those of animal origin. As the risk of recurring 
animal-borne (zoonotic) diseases intensifies under current working conditions in meatpacking 
facilities, so too will the risk of chronic social issues impacting production. 

2. Tyson Foods: Findings from the 
Coller FAIRR Protein Producer Index

Figure 1: Working Conditions Score for North American companies in the Index
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Working Conditions is one of the nine material risk factors addressed in the Coller FAIRR 
Protein Producer Index. Tyson ranks as MEDIUM RISK for Working Conditions and receives 
a score of 48%. The data used in the assessment was taken from the company’s publicly 
available reports and other sustainability data. 

Tyson discloses information relevant to the four KPIs assessed for Working Conditions – 
Human Rights, Fair Working Conditions, Freedom of Association and Safety and Turnover 
Data – but we note that the company fails to provide evidence of enforcement and 
oversight mechanisms, neither for its internal operations or its suppliers.

The table below shows the results of Tyson’s assessment on Working Conditions. There are 
information gaps, which are not yet covered by our framework, but once addressed, these 
can help improve the assessment of a meat company’s performance in managing labour-
related risks.

For more details on Tyson’s Index assessment and peer benchmark analysis, please visit 
https://www.fairr.org/index/data?filter=TOTAL

https://www.fairr.org/index/data?filter=TOTAL
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Table 1: Tyson’s performance in Working Conditions KPIs and information needed to close the current information gap.8 

TYSON FOODS (TSN) INDUSTRY-WIDE

Working 
Conditions 
KPIs

Tyson Foods’ (TSN) Assessment 
on Working Conditions KPIs

Areas Requiring More Disclosure and Monitoring

Human 
Rights

20% 
HIGH RISK

·	 Tyson has policies aligned with internationally recognised human 
rights i.e. UN Universal Declaration of Human Rights and ILO 
Declaration on Fundamental Principles and Rights at Work. 

·	 There is no disclosure on the company’s due diligence process or 
any evidence of human rights breach remediation policies.

·	 How does the company monitor supplier policies, oversight, 
monitoring and remediation of human rights issues? 

·	 For companies with international operations: does the company 
have unified labour policies upholding the highest standard across 
jurisdictions in alignment with International Labour Standards 
(ILO)? Do efforts explicitly acknowledge all worker diversity group 
irrespective of their contract (directly employed or subcontracted)?

Fair 
Working 
Conditions 

80% 
LOW RISK 

·	 Tyson has relevant policies for direct operations and for its 
suppliers on the five key areas of fair working conditions assessed 
by the index.9

·	 Tyson discloses third-party audits are carried out on direct 
operations covering the five key areas. 

·	Grievance mechanisms are in place for direct operations and for its 
suppliers.

·	 Suppliers are expected to comply with these policies but there is 
no evidence of supply chain audits. 

·	What steps has the company taken to enforce labour-specific 
policies and to monitor how suppliers enforce their own labour 
policies?

·	What mechanisms does the company have to uphold equal labour 
rights and worker safety in internal operations and suppliers across 
the value chain for all workers, irrespective of language, gender, 
religion or ethnicity, including in its supply chains?

·	What grievance channels and/or mechanisms are in place for 
workers to raise complaints without fear of retaliation? What 
grievances have been reported by workers in the company’s own 
operations and its supply chains? How are grievances addressed?

Safety and 
Turnover 
Data 

40% 
MEDIUM 
RISK 

·	 Disclosure of relevant injury and fatality data.

·	No breakdown of turnover data by plant and corporate levels or by 
level of seniority. 

·	No disclosure of the percentage of Tyson plants having a health and 
safety committee with worker representatives. 

·	No evidence suggests that Tyson has conducted a health hazard 
assessment to identify and evaluate the risk of antimicrobial 
resistance (AMR) faced by the workforce in the company’s direct 
operations. 

·	 How does the company monitor different types of employment 
contracts in its own operations, and for suppliers? What is the 
distribution of workers across contract types?

·	What steps is the company taking to permanently improve 
workforce health and safety?

·	What steps is the company taking to improve biosecurity? How 
is compliance with national and international biohazard safety 
protocols monitored?

·	What healthcare protective measures are available to workers (e.g. 
healthcare support via phone consultation, onsite medic/nurse, 
health insurance)? Are these resources available to all workers 
regardless of their employment contract?

Freedom of 
Association 

50% 
MEDIUM 
RISK

·	 There is a basic statement supporting Tyson employees’ freedom of 
association and collective bargaining. 

·	Good reporting of figures of employees subject to collective 
bargaining agreements, but less than 60% of workers are covered. 

·	 Tyson does expect suppliers to respect freedom of association.

·	No disclosure of measures taken to support labour rights. 

·	 Tyson reports applicability of these policies to all operations, 
domestic and international. 

·	What steps is the company taking to increase and support worker 
representation internally through committees including at the 
Board level, and externally through independent worker bodies?

·	What steps is the company taking to ensure workers in their 
supply chain have freedom of association (e.g. taking action where 
suppliers impede workers’ rights or by engaging policymakers to 
improve enforcement of these rights)?

·	What mechanisms does the company have in place to ensure 
grievance channels/mechanism are not being used to undermine 
the role of legitimate trade unions or equivalent worker bodies 
where the right to freedom of association is restricted under law?
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3. The Financial Materiality of Working Conditions

While Index data has identified specific areas in need of improvement, it does not predict 
the company’s performance on Working Conditions in the wake of a global crisis. As of 
October 2020, almost 40% of Tyson’s US production facilities reported cases of COVID-
19.10 According to the Food & Environment Reporting Network (FERN), at least 10,954 Tyson 
workers became infected, which is almost five times the number of cases that JBS USA had 
and, the second most exposed meat producer in the country.11 For Tyson, this represents 
more than 8% of its circa 130,000 hourly workers in the US.12

The pandemic shock to Tyson’s labour-intensive production model offers evidence of the 
material impact that poor working conditions (and, in particular, sub-standard health and 
safety) can have on both operational and financial performance. While there was no shortage 
of demand for meat during the crisis, supply was clearly impacted. Producers faced the dual 
challenge of decreased sales output coupled with increased costs from disrupted production 
lines. 

The financial impact of the COVID-19 pandemic has yet to be fully assessed seeing as costs 
related to disruption, PPE, absenteeism, medical costs and bonuses are still ongoing. Some 
estimates for the US market, which were made available in April (just one month into the 
pandemic), suggest losses of around $5 billion for pork13 and $13.6 billion for cattle.14 The 
scenario, which is reflected in the companies’ quarterly results, has since deteriorated and 
meat producers are still struggling with the impact of labour issues, including unplanned 
capital expenditure and operational disruptions.

3.1 The Achilles Heel: Chicken as a Labour-Intensive Segment

“No part of our business has seen greater COVID-19 impacts than our Chicken segment.”

Dean Banks, CEO of Tyson Foods

In the months following the COVID-19 outbreak, Tyson suffered from the impacts of the 
disease in its poultry-processing facilities, which comprise its most labour-intensive business 
segment. As of September 2020, 56% of the Tyson facilities affected by COVID-19 were pure-
play poultry plants. Most of the outbreaks occurred in the third fiscal quarter (April, May, 
June) and reached 20 chicken facilities, four of which had to be shuttered.15 In that quarter, 
poultry margins dropped to -3.9 % on $3.1 billion of sales, thus exposing the link between the 
labour-intensive nature of the industry and the operating challenges that the company was 
experiencing at the time.

Tyson’s management team has since acknowledged that the COVID-19 pandemic has had a 
greater impact on poultry production due to its labour intensiveness.16 Controversial reports 
of adverse working conditions in the company’s plants suggest long-term labour management 
issues. There are also ongoing financial risks to the company, not only from the reduced 
output, but also from the lawsuits filed by workers and related contingent liabilities.
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Automation at Tyson

Tyson aims to improve efficiency and workplace safety through technology. Capital expenditure almost doubled in 2017, 
which is the year that the board of directors welcomed Dean Banks – the former Project Lead at Alphabet’s Division X. He 
was then named CEO of Tyson Foods in October 2020. Tyson’s CapEx has grown steadily over the last three years, from 
$1 billion in 2017 to $1.3 billion in 2019. In that time, Tyson has also invested $500 million in technology and automation to 
modernise production (e.g., with the inauguration of a ‘Manufacturing Automation Centre’ in August 2019). Other meat 
producers in the US are quick to follow this same strategy in the hope of limiting the risk to production line staff by 
simply reducing the need for human labour.

During the first wave of COVID-19, efforts to automate production intensified. However, existing technology fails to 
replicate the human dexterity that is required to maintain ‘optimal’ output speeds in US slaughterhouses and meat 
processing facilities. Automation seems an unlikely solution in the short term.  In the interim, the meat production industry 
needs an urgent and practical response to its current labour challenges. Without meaningful action, the sector will be at 
risk of further strain and more potentially costly health and safety-related disruptions.

3.2 Management of Working Conditions: The Impact on Operations

Poultry is one of the leading business segments for Tyson, whose revenues totalled $13 
billion in FY2019, and represents around 30% of its revenues over the last five years. Poultry 
production is second only to beef, for which it reported revenues of $15.7 billion in FY2019. 
In Q2 and Q3 of 2020, chicken maintained its share of revenues at around 30%. However, its 
operating income dropped dramatically and reached a negative of 70 million (-124% YoY) in 
Q3, its worst performance for that operating segment in recent years.

The fall in operating income reflected soaring direct and indirect costs. By the end of June 
– four months into the pandemic – Tyson had incurred $340 million in direct costs. Worker 
bonuses accounted for $114 million. Without disclosing specific figures, the company wrote 
that PPE and medical costs had absorbed an important part of the budget. Indirect costs 
were neither quantified nor disclosed. Nevertheless, Tyson’s management deemed them as 
“substantial” and mainly driven by high absenteeism and lower production utilisation.17 These 
drivers were partly responsible for the 8% QoQ decline in total company sales18 – a drop that 
was slightly offset by a sales price increase of 2.6%.19 

Figure 2: Tyson’s quarterly operating margins (%) by 
Segment

Figure 3: Share of operating income: 
QoQ comparison of 2nd and 3rd quarters 2019/2020
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During the crisis, Tyson used working capital management to protect cash flows. This is 
a mitigating strategy that is difficult to apply permanently. Without a long-term labour 
management strategy, a company previously considered stable could exhibit less predictable 
cash flows in the face of a persisting crisis. The recent lack of guidance on future operating 
margins from Tyson’s management reflects this lack of visibility on earnings, and this is 
something that is usually part of the sector’s appeal for investors.

Another wave of COVID-19, or even future pandemics occurring at closer intervals, is a 
looming risk. However, it remains unclear as to how this will impact the direct and indirect 
costs associated with working conditions if pandemics become more common. 

Although cash flow generation remains strong at Tyson, the company will be expected 
to communicate its long-term strategy to manage ongoing labour issues and minimise 
further shocks to earnings. Should financial markets reassess Tyson’s risk premium in view of 
recurring operating disruptions, it could negatively impact the cost of capital.

3.3 Litigation, Regulation and Market Perception

Investors are increasingly focused on the financially material impacts that labour and social 
issues are having within their portfolio universe. If the animal agriculture sector becomes 
associated with recurring labour-related lawsuits and regulatory fines, it could see its cost of 
capital with investors re-evaluated to price in a risk premium for contingent liabilities. 

Between April and September 2020, at least seven cases were filed against Tyson, four of 
which were linked to unsafe and inadequate working conditions during the pandemic. There 
were three cases seeking legal action for wrongful death, as well as one class action, which 
was filed by shareholders, concerning a securities claim for issuing misleading information 
to the investing public on pork exports and workers’ safety.20 At the time of writing, two of 
Tyson’s peers, Central Valley Meat Co21 and Cargill22 in Canada, are also facing class actions for 
failing to protect their workers during the COVID-19 pandemic.

20 Dec 2001 
Tyson Foods indicted in 
immigrant smuggling

26 Mar 2003
Federal jury acquits Tyson 
Foods of illegal smuggling 
conspiracy

8 Aug 2018 
Class action: Tyson 
accused of unlawful 
price-fixing practices

11 Jan 2020 
First COVID-19 death 
reported in China

21 Jan 2020 
First confirmed case 
in the USA

29 Feb 2020 
First death reported in US

27 May 2020 
Class action: unpaid 
overtime wages to 
supervisors

6 Jun 2020 
Antitrust class action: 
alleged conspiracy to 
limit domestic meat 
supplies and artificially 
inflate prices

4 Sep 2020 
Class action: Several 
chicken producers 
accused of conspiring to 
suppress employee wages

Timeline of Tyson Foods Labour-Related Litigations

5 May 2020 
Federal wrongful death 
lawsuit filed against Tyson 
Foods

19 May 2020 
Lawsuit for wrongful 
death - Chavez et al Vs 
Tyson Foods, Inc.

25 Jun 2020 
Three parties take legal 
action vs Tyson Foods 
for wrongful deaths

29 Jun 2020 
Class action: 
Investigation of potential 
securities claims by 
Tyson (and other players) 
shareholders linked 
to pork exports and 
worker safety during the 
COVID-19 crisis.

PRE-COVID LITIGATIONS

Cases linked to:

 Working Conditions

 COVID-19

 Other

 Pandemic timeline
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Recently, the U.S. Department of Labor’s Occupational Safety and Health Administration 
(OSHA) issued fines to Smithfield23 and JBS24 “for failing to protect employees from exposure 
to the coronavirus”.25 Although the proposed fines were the ‘maximum penalty’, the 
combined total amounted to approximately $29,000, which is a rather small amount relative 
to the companies’ earnings. However, there are hardly any examples of financial penalties 
imposed on meat producers in relation to workers’ rights and therefore, this may set a 
precedent that creates a new stream of financial risk for meat producers.

4. Conclusion

Since the outbreak of the COVID-19 crisis, investors have expressed increased concern 
about labour issues in the meat processing sector and this has led to a number of 
shareholder initiatives. The Interfaith Centre on Corporate Responsibility (ICCR), for 
example, released a public investor statement in May, which urged meat producers to adopt 
several recommendations aimed at protecting production line staff and improving working 
conditions. The statement was supported by 118 investor signatories with combined AUM of 
$2.3 trillion.26 

As the risk of recurring disruptive health crises intensifies, the associated costs resulting from 
poor labour management may become chronic – and what used to be a tail risk for global 
meat producers could become inherent to their business model.

While labour conditions were generally deemed a relatively neutral factor for the sector pre-
COVID, its materiality has come to the fore as an area of focus for institutional investors. This 
shift could impact the sector’s perceived financial risk and subsequently, trigger even greater 
investor scrutiny of the sectors’ management practices.
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https://www.iccr.org/sites/default/files/page_attachments/investorstatementoncovid19riskstomeatsectorworkerswsig_05.21.20.pdf
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The findings of the Coller FAIRR Protein Producer Index are available online at 
www.fairr.org/index, an interactive website assessing 60 of the largest listed 
global meat, dairy and aquaculture companies against 10 environmental, social and 
governance factors.
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