


FINDINGS

1. Most of investors tend to consider firms’ reluctance to
pay their employees the RLW as an ethical issue or asocial
responsibility-related issue rather thanan economicissue
with significant financial implications.

2. IfRLWand human capital issues were presented with financial
relevance, then many more firms would have been willing to
consider these and obtain the RLW accreditation.

3. Responsibleinvestors believe that their socio-politicaland
ethical values are reflected in their investment choices and
that paying employees RLW will benefit firms ina number
of ways.

4. Thecostassociated with the RLW accreditation was
presented as a challenge in gaining the accreditation status
besides the accreditation status leading to greater employee
satisfaction, better performance, and a variety of human
resource management-related benefits.

5. The preliminary financial materiality study reveals that firms’
decision to obtain RLW accreditation leads to better financial
performance (0.45 higher firm value, 0.015 higher profitability
and 23% higher productivity) than non-RLW firms.

6. Initialanalyses further reveals thatanincreasein
Sustainability (Governance) score increases the predicted
probability of firms choose to obtain RLW accreditation by
2.3% (4.3%) and Firms that are larger, less risky,and more
productive are more likely to obtain RLW accreditation.

7. Firmssigning up for LWF accreditation directly and indirectly
contribute to achieving the SDGs, SDG8: Decent work and
economic growth; SDG 10: Reduced inequalities

STATISTICS

- 5.75 million or 22% of UK
employees were earningless than
theLWin2018.

- Private sector jobsare more likely
to pay below the living wage (27%)
compared to public sector jobs
(less than 10%).

- Womenare more likely to be
paid below the living wage (27%)
compared to men (17%).

RECOMMENDATIONS

1. Bring RLW accreditation and human capital investment to

the mainstream ESG agenda. The investment community
canstrengthentheir approaches to advocating the RLW
accreditationasa part of the ESG agenda. The key findings
should encourage: more investors to take on board the
living wage as a part of their ESG agendas; more firms to
acquire the living wage accreditation and commit to paying
theiremployees the RLW.

2. Recognise RLW accreditation as a solution to current

social-and human capital- related issues. Possible
engagement topics to discuss with firms include: diversified
benefits of LW accreditation and commitment;the
alignment of the human capital management and RLW with
the UN SDGs; and positioning RLW accreditation under
‘social’ component of ESG agenda.

3. Promote financial materiality of the RLW accreditation.

This includes increasing firm value, enhanced productivity,
attracting talented employees,and reducing absenteeism.

4. Promoteinvestmentintegration. Investment firms should

incorporate the ESG agendainto their voting policies and
investment guidelinesand should encourage businesses
toalign the executive compensation and performance
incentive schemes with the ESG performance and
sustainability, including RLW.

BENEFITS OF PAYING RLW:

OO

98% of investors 93% of investors
perceive increased believe paying RLW
credibility as a major improves employee
benefit of paying relations

RLW and obtaining
accreditation

21-. 73

91% think that RLW 73% believe itincreases
provides reputational staff productivity
benefits
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