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Foreword

Foreword
Dame Carol Black

History suggests that health is a crucial factor in driving growth and wellbeing. It is a societal
asset like other human capital. This brief paper introduces the emergent Worker Health pillar,
one component of the Long-term Investors in Public Health (LIPH) initiative. It discusses the
significant interplay between work and health, and outlines practical steps that investors
might take.

The paper identifies seven key drivers of risk and opportunity, and shows how improving
worker health goes far beyond being a matter of social responsibility, to being something
of great importance to investors so that they might reduce their risks, enhance returns, and
create a resilient economy.

It is not unreasonable to say that every business, and indeed every institution, has a role to

play by adopting strategies and policies, and deploying resources, to optimise health and, if
possible, health literacy. This is both just and economically attractive.

At @Wig

Dame Carol Black — 3rd December 2023
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Executive summary

The health of workers has a significant impact on the overall economy, and work has a
significant effect on people’s health.

There are significant human and financial costs associated with the poor health of UK
workers. In 2022, £127/.9 billion was lost due to workers being less productive, off sick or
quitting all together. British businesses lost an average of 51 days per employee.! The scale
of this problem certainly requires systemic policy and regulatory changes, but employers
have a critical role to play.

Companies that prioritise the health of their workers are more likely to thrive and achieve
long-term success.? Evidence shows that implementing good practices for employee
health can help companies reduce costs and financial risks — and increase their competitive
advantage — by fostering a healthier, more productive and innovative workforce.

Investors need to recognise the financial, reputational, and regulatory risks and
opportunities worker health can have on the companies they invest in. They have a
significant capability and responsibility to encourage those companies to improve workers’
health through their investment research and stewardship approaches. Not only can this
help investees outperform their peers, but diversified investors can mitigate systemic risk
and improve their overall portfolio returns by using their investees to drive better health in
society as a whole.

ShareAction has synthesised existing research and frameworks to present drivers most
likely to influence worker health, material financial risk and opportunity: the Good Work
Fundamentals for Health. These are:

a real Living Wage

safety at work

mental health at work

job security

paid time-off

engagement and representation
a good work-life balance.

NO Ooh~WN-—=

To successfully improve worker health with these fundamentals, it must be a priority concern
for company leadership, and recognised as a key responsibility of line managers.

Worker health is an emergent and still under-developed social theme for investors.
Investors must do more to highlight the importance of this theme to the companies they invest
in, and to encourage more consistent and comprehensive disclosure. While some of the Good
Work Fundamentals for Health are mature enough to allow for immediate integration into
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investment decision-making and stewardship approaches, better tools, benchmarks and data
still need to be developed to help investors consistently apply employee-wellbeing insights.
Approaches such as CCLA’s pioneering work around mental health — as well as broader work
on human capital management, diversity, equity and inclusion and corporate culture, and more
traditional and narrower health and safety — all have lessons for how investors can address
worker health.

This investor briefing aims to increase awareness and drive action among asset managers and
asset owners on worker health, and particularly on the seven fundamental elements outlined
above. It summarises the case for action, where investors can start pushing for improvement
from companies, and where there is a need for more data to do so. Building on LIPH’s
Investor’s Guide on Health, it offers practical guidance to investors on how they can contribute
to addressing this important issue.

Improving worker health is not just a matter of social responsibility, but also an urgent
strategic consideration for investors to mitigate risk and identify opportunities, provide
sustainable risk-adjusted returns and foster a healthier, more resilient economy.


https://cdn2.assets-servd.host/shareaction-api/production/resources/reports/ShareAction_Investor_Health_Guide_10.pdf
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Health and the economy in the UK

“For the first time, probably since the Industrial Revolution, health and wellbeing
are in retreat,” — Andy Haldane, former chief economist of the Bank of England
and current CEO of the Royal Society of Arts

There has been a concerning increase in poor health in the UK. After consistent gains in
life expectancy throughout most of the last century, long-term improvements have stalled
since 2012 Since 2010, people are also spending more years living in poor health.* A growing
number of working-age individuals are self-reporting long-term health conditions, with 36%
indicating they had at least one such condition in 2023, up from 31% in 2019 and 29% in
2016.° Between 2021 and 2022, the number of working-age individuals qualifying for disability
benefits doubled.®

People’s health is largely determined by the conditions in which they live and work, what
they consume and the air they breathe.” These factors are termed the ‘wider determinants
of health’. Declining public spending on services, housing and welfare, paired with income
stagnation,® has contributed to widened health inequalities®, resulting in a life-expectancy gap
of nearly 20 years between people in the most and least deprived areas.® As well as enjoying
a significantly longer lifespan, residents of the most affluent areas of the UK also experience a
greater proportion of their lives in good health.

There is a two-way relationship between a country’s health and its economy. A healthy
population means a larger and more productive workforce. The UK lags behind its peers in
terms of economic growth and has had sluggish productivity growth.™ At the same time, it
experiences a higher incidence of preventable illnesses than its European counterparts.” The
country’s rise in poor health is both a symptom and a driver of its troubled economic condition,
which has created a vicious cycle: as poor population health reduces economic output, a
struggling economy means the government has less tax revenue to fund public services and
the NHS.® We need to address health issues to break this cycle.

Poor health takes a significant toll on the UK economy. The total economic cost of working-
age ill health is estimated at over £100 billion a year.* In 2022, this spiked to £127.9 billion,

with each UK business losing an average of 51 days per employee.™ This recent surge in
health issues has contributed to labour shortages, price increases and product shortages as
businesses struggle to meet demand.”®
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The economic costs of work-age ill health are driven by economic inactivity and lost
productivity:

Economic inactivity: the UK has witnessed a significant increase in economic inactivity
(individuals who are neither employed nor actively seeking employment) since 2020, with
over one in five working-age adults economically inactive in 2023.® Economic inactivity
increased across all G/ countries after COVID-19 social restrictions were introduced,
however, this has largely reversed in all countries except the UK, where it has continued to
rise.’® Roughly one-third of economic inactivity can be attributed to ill health.2°

Lost productivity: The loss of working days is significantly driven by poor health, including
sickness absence, burnout and depression. In 2021, the UK suffered £43 billion in lost
earnings due to long-term sickness — equivalent to around 2% of GDP.2' 131 million working
days are lost to sickness absence each year, including 34.3 million to minor illnesses, 28.2
million to musculoskeletal problems and 14.3 million to stress, anxiety and depression.??
Additionally, a recent survey found that 20% of employees reported suffering from burnout,
typically losing 93 productive days per year, while 10% of employees reported symptoms of
depression, typically losing 110 productive days per year.?®

The UK government is increasingly realising that to improve productivity and achieve its growth
targets it must look at improving worker health.?#



The relationship between
aaaaaaaaaaaaa

[he relationship
petween Work
and health



The relationship between

work and health 13

The Relationship between Work
and Health

Research on the impact of work on health has traditionally focused on physical hazards
in agricultural and industrial workplaces, often termed ‘health and safety’ or ‘occupational
health’2® In modern-day workplace settings, the physical risks for many roles are often linked
to prolonged sitting and working with screens.?62

As well as these direct physical risks, work has a broader significant impact on people’s
health. The nature of people’s work, including the environment they work in, their level of
autonomy and their pay also affects wider determinants of health, such as how they commute
to work, and their ability to access good housing and afford healthy food.?®

The workplace has significant potential to improve or harm people’s health: over 75% of
the UK’s working-age population (aged 16 to 64 years) are in employment,?® and spend on
average almost 30% of their waking hours at work.®°

Being in work is typically good for your health: Overall, being in employment is better for
people’s physical and mental health than unemployment, but the quality of work is critical
Good work stands as the most effective means to enhance individuals’ wellbeing.®2 Work

can improve health, for example, because earnings are the main financial support for most
workers and their families, and can be used to buy health-improving goods and services, such
as healthy foods. Good work can also boost mental health and overall wellbeing by giving
employees opportunities to develop skills and a sense of fulfiment, and can contribute to
improved social mobility.333435

However, low-quality work can harm health. Certain aspects of conventional employment
practices can be exploitative and harmful to health. Some employers emphasise minimising
short-term costs when designing work environments, which can result in long-term health
problems and their associated costs. Analysis from The Health Foundation shows that
employees who experience a ‘negative job aspect™ are more likely to report their health as ‘fair’
or ‘poor’ compared to employees who don't: 23.4% of those with low job security report poor
or fair health compared to 11.7% with more job security; and 14.5% of those on low pay report
poor or fair health compared to 121% with higher pay.®® The more negative job aspects an
employee reports experiencing, the less good they report their health to be ¥

The Health Foundation identifies five ‘negative job aspects’ low job autonomy, low job satisfaction, low job
security, low job wellbeing, and low pay.
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Disparities in job quality

Low-quality work (which can be defined as having one or more negative job aspects), and its
associated negative health impacts, are not distributed evenly across the working population. It
is more prominent among younger workers, ethnic minorities and women 383940

¢ Young people: 55% of employees under the age of 2b experience two or more negative
job aspects, compared to approximately one-third (33%) of those aged 25 and above. *
Almost a quarter (24.1%) of employees aged 1619 experienced multiple negative aspects
of job quality compared to 12.9% of employees aged 35-64.42

e Ethnic minorities: Black/African/Caribbean and mixed-ethnicity groups are the most likely
to experience multiple negative aspects of job quality (20.6% and 19.9% respectively).*®
Black and minority ethnic women are approximately twice as likely as white workers to have
insecure jobs.#

¢ Women: 16% of women experienced multiple negative job aspects in 2018/19 compared to
13.2% of men.*®

Inequalities in employment and conditions can exacerbate existing health inequalities for
already marginalised groups.#¢ For example, insufficient parental leave further disadvantages
women in the workplace.#

The quality of employment determines whether work improves or harms people’s health.*®
Many research programmes have explored what makes for good work, including studies from
The Health Foundation, The International Labour Organization, The World Economic Forum,
and the Taylor Review of Modern Working Practices. This briefing synthesises the key themes
from this research and draws out seven common Good Work Fundamentals for Health that
affect worker health and companies’ and investors’ financial risk: a real living wage', safety at
work, mental health at work, job security, paid time off, engagement and representation, and

a good work-life balance (further details in Section 4). Workers who have access to these
fundamentals can be thought to be in good work, whereas those who do not are in low-
quality work.

i The real Living Wage is the only UK wage rate based on the cost of living. It is calculated according to the
cost of living, which is based on a basket of household goods and services, and includes a higher rate for
London. More information can be found at the Living Wage Foundation.



https://www.health.org.uk/infographic/how-is-work-good-for-our-health
https://www.weforum.org/whitepapers/the-good-work-framework-a-new-business-agenda-for-the-future-of-work/
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/627671/good-work-taylor-review-modern-working-practices-rg.pdf
https://www.livingwage.org.uk/what-real-living-wage
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The Business Case for Improving
Worker Health
: “Healthy businesses need healthy workers — employers will benefit from higher

a retention rates, more productive workers and fewer work days lost due to

sickness. Improving health in the workplace is a vital piece of the puzzle in
our drive to increase employment.” — Mel Stride MP, Secretary of State for
. Work and Pensions )

3.1 The systemic risk of worker health on diversified portfolios

Poor worker health and resulting economic inactivity have contributed to the UK’s relative
economic underperformance and sluggish growth, and in turn have had a significant impact
on the portfolios of diversified universal owners, whose portfolios constitute a slice of the
entire market. Research by Lukomnik and Hawley shows that overall economic performance
accounts for 76-94% of returns: a far more important driver of value than the performance of
any individual company.#®

Diversified investors could improve their returns by encouraging their investee companies
— and society as a whole - to improve worker health. Recent research by the Living Wage
Foundation and the Smith Institute found that lifting just a quarter of low-paid workers onto
the real Living Wage could boost the UK economy by £1.7 billion — in part because of the
increased productivity associated with health and wellbeing that decent wages promote.®%®

3.2 The financial risks and opportunities of worker health for
companies and investors

Low-quality work and its poor approach to worker health can result in substantial financial
and reputational risks for companies, and by extension, for investors (Table 1). When
companies prioritise worker health and good working conditions, they can benefit from

the long-term value-creating potential of a healthy, motivated and loyal workforce, a better
reputation and potentially lower costs of capital. Investors who fail to account for these risks
could misallocate capital and overpay for assets that will underperform financially.

While companies can mitigate risks and capitalise on these opportunities by investing in the
health of their workers, investors can similarly create value by integrating worker health into
their investment decisions and stewardship.
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Table 1: Financial risks and opportunities associated with worker health

Financial risks associated with poor worker health

Increased costs and inefficiencies:

Operational disruptions stemming from poor health or workplace accidents and injuries can significantly delay projects, missing deadlines
and increasing costs.®?

Decreased productivity (from absenteeism and presenteeism) means increased costs for similar outputs. Absenteeism often requires
the use of more costly agency staff, who require more training and support. Presenteeism exposes peers to health risks.®3

Increased employee turnover may result from workers leaving as they are too ill to work or feel their health and wellbeing aren’t sufficiently
valued.®* This will result in a loss of skills and high recruitment costs.®®

Opportunities associated with
good worker health

Savings and productivity gains: Better
worker health leads to increased productivity,
efficiency, job satisfaction, innovation and
retention, as well as reduced costs and
absenteeism 56 %7 58 89

Increased regulatory and legal risk:

Regulatory risk: Non-compliance with existing health and safety (H&S) regulations can lead to legal consequences, financial penalties and
operational disruptions.®° ¢ As the government grapples with spiralling healthcare costs and stagnant productivity, it will increasingly use
regulation to encourage employers to improve health upstream.®2 Increasingly stringent regulatory frameworks, such as the ISSB, TISFD
and SDR, will likely require more reporting fromm companies on worker health.

Legal risk: Companies that fail to comply with H&S regulations expose themselves to costly lawsuits. Companies that ignore worker H&S
can be subject to cataclysmic events that can jeopardise their licence to operate.®3

Reduced regulatory and legal risk: By
prioritising workers” health, complying with
new regulations and ensuring they are
outperforming their peers in these areas,
companies can mitigate regulatory and
legal risks.

Increased reputational risk:

Workers: As companies increasingly compete for talent, those that have a poor culture, including failing to prioritise worker health, will lose out
to more attractive employers.

Customers: Customers are increasingly holding companies to account for perceived poor approaches to worker health by choosing to spend
money with competitors or boycotting offenders.®

Investors: Growing systemic inequality has led to heightened scrutiny of corporate behaviour: social controversies now comprise two-thirds
of global ESG-related disputes.®® Investors are increasingly monitoring the risks associated with poor worker health, and companies that
underperform in this area expose themselves to higher costs of capital, reduced share price and investor activism.®®

Improve reputation: Companies that prioritise
workers’ health can build a positive reputation
and enhance their brand image with

workers, customers and investors. Employee
satisfaction is positively correlated with better
stock market performance.®’ 68

The risks and drivers of poor worker health will vary across industries. For example, companies that are reliant on a highly skilled, professional workforce may be at lower risk of H&S incidents but have
higher costs associated with recruiting and retraining workers to replace employees who leave. Additionally, the costs of ill-health are externalised to a varying degree across different industries. For
example, gig work tends to involve many of the drivers of poor worker health but arguably the companies are not directly affected by the associated risks and costs because their workers are largely
interchangeable and easy to replace.

i Presenteeism is the lost productivity that occurs when employees are not fully functioning in the workplace because they are unwell physically, mentally or emotionally.
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3.3 Examples of worker health impacts on companies

e Savings and productivity gains from increased pay:

PayPal, the online payment company, credited its 28% profit growth from 2018 to 2019
to improving financial wellbeing for hourly and entry-level workers. After identifying that
60% of its employees were left with only 4-6% of their pay as net-disposable income
(NDI), PayPal raised NDI to 20% by raising pay by 7%, increasing healthcare contributions
and offering restricted stock units.®®

Costco, the warehouse retailer, committed to paying its US employees higher wages
than many of its competitors. In 2020, Costco paid employees over USD S20 per hour,
more than double the federal minimum wage. This reduced turnover, and enhanced
employee productivity, commitment and loyalty. Costco’s improved employment policies
have helped keep employee turnover low (over 60% of Costco employees have
remained with the company for over five years) and fuelled strong financial performance,
including an average annual shareholder return of 17.8% since 2003.707172

e Savings and productivity gains from improved health and safety:

Sainsbury’s, a leading supermarket chain, revised its health and safety policy, formed
a H&S vision, set a three-year plan with targets and offered H&S training.”® This effort
led to a 1/% decrease in sickness absence, a 28% decline in reported incidents and
boosted staff morale.”

e Savings and productivity gains from improved paid time off:

Vodafone, a global telecommunications leader, commisioned a report that found global
businesses could achieve USD $19 billion of savings on recruitment and training by
extending maternity leave to 16 weeks with full pay across the world. They successfully
implemented this policy despite the company operating in many countries with far
shorter or even no statutory leave .”® Vodafone sees a strong business case for this
policy, as it is crucial for attracting job applicants and retaining employees.”®

e Improved reputation from increased pay:

(o}

Aldi, a leading supermarket chain, offers its employees competitive wages and secure
contracts. In the UK, repeated pay rises have ensured the company repeatedly tops
the UK supermarket pay league table — though it has often found itself in second place
before its next pay rise.””’87°
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* Increased regulatory risk from poor approach to H&S

o National Grid, a British multinational electricity and gas utility company, faced a £4
million fine in 2021 for breaching the Health and Safety At Work Act. Its failure to
provide property records resulted in a breakdown of routine safety inspections. This
case highlights the importance of comprehensive disclosure, as it demonstrates that
significant fines can be imposed even in cases where no injuries occur.8#

* Increased reputational risk from limiting representation:

o Starbucks, an American multinational chain of coffee shops, has used aggressive anti-
labour practices and been hostile towards organised labour (including suspending its
COVID-19 vaccine and testing mandates). This has resulted in organised customer
boycotts and a social media backlash. In 2022, asset manager Schroders supported a
resolution related to respecting freedom of association at Starbucks, which received a
significant 52% support from shareholders.®2

3.4 The moral argument for companies working to improve
worker health

Pervasive health inequalities are unjust, and given the significant potential of workplaces
to improve (or indeed harm) health, this should be a responsibility of companies and their
owners. Many investors now accept that their social licence to operate requires them to pay
attention to their inherent ethical responsibilities,?® and to balance these with the fiduciary
and other duties they owe to their clients and beneficiaries. Investors are increasingly taking a
‘double materiality” approach towards investment decision-making, considering both the risks
posed by health issues to investee companies (e.qg., from public health emergencies, health
inequalities, etc.) and the impacts of the companies’ operations, products and services on
employees, consumers and communities.

A major opportunity for investors to contribute to the Sustainable Development Goals (SDGs),
particularly Goal 3 (‘Ensure health and well-being’), Goal 8 (‘Decent work and economic
growth’), and Goal 10 (‘Reduced inequalities’), is through interactions with their own workforce
and those of their investees. While low-quality work compounds existing inequalities (see
Section 2), as vulnerable and marginalised populations bear the brunt of poor working
conditions, prioritising worker health fosters fairness, equity and social justice, helping to
ensure all workers have an equal chance to enjoy good health and reap the benefits of
gainful employment.
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Enhancing Worker Health:
Fundamentals for Companies
and Investors to focus on

41 How Good Work Fundamentals for Health can be financially
material

ShareAction has identified seven key drivers of risk and opportunity: the ‘Good Work
Fundamentals for Health’. Companies and investors should focus on these to effectively
reduce financial risks, improve workforce, and capitalise on the opportunities laid out in
Section 3.

The seven fundamentals are interlinked: for example, a real living wage can contribute

to better mental health, and better representation can improve job security. Successfully
improving worker health with these fundamentals requires it to be a priority concern for senior
management and line managers. Line managers must recognise that protecting the health and
well-being of their teams is one of their most critical responsibilities, and they must be trained
to take action when it is at risk. This could involve identifying and addressing potential physical
hazards, recognising mental-health risk factors and encouraging early action, or flexing
working practices, patterns or job roles to support employees 8

The fundamentals are currently at different levels of maturity (Figure 1). For example, ‘A
Real :iving Wage’ (#1) is well developed, with strong evidence supporting its materiality to
health and financial risk. It has widely recognised third-party accreditation from the Living
Wage Foundation. This allows investors to engage with companies individually on pay, or
collaboratively through existing initiatives. On the other hand, evidence on ‘Good work-life
balance’ (#/) is scant, and data and benchmarks have not yet been sufficiently developed to
allow for meaningful engagement with companies on this issue. Investors can advance these
early-stage fundamentals by encouraging companies to collect and disclose relevant data,
and working with data providers to collect more.
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Figure 1: The Good Work Fundamentals for Health are at different levels of maturity

1. A Real Living Wage

2. Safety at work

3. Mental health

at work

5. Paid time off

6. Engagement and
representation

7. Good work-life
balance

Mature fundamentals

The existing evidence base, tools
and data are sufficient for investors
to engage meaningfully with
company on these

Early-stage fundamentals

The evidence base, tools and data
must be further developed for
investors to engage meaningfully
with company on these

As the financial materiality of these factors will vary sector by sector, and data and research on
the effects of these fundamentals is still emerging, we cannot yet develop a broadly applicable
hierarchy of fundamentals based on financial materiality.

Table 2 summarises existing evidence on how the Good Work Fundamentals for Health
affect health and financial materiality, and why and how companies can address them. While
implementing these fundamentals will come with increased short-term costs for companies,
they will also improve worker health which can bring about the longer-term financial savings
and benefits for companies laid out in section 3. Appendix A contains a more in-depth review
of the literature which informed the identification of the seven fundamentals.
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Table 2: Risks and opportunities associated with the Good Work Fundamentals for Health

Health and financial risks from neglecting Good Work Fundamentals for Health

Opportunities from implementing Good Work Fundamentals for Health

1. Areal
Living Wage

2. Safety
at work

Low pay exerts financial strain on workers, which causes stress and can threaten health.

It limits workers’ ability to afford a healthy lifestyle (e.g. safe housing or nutritious food),
increasing their risk of health issues like obesity and heart disease. Unequal pay also directly
affects mental health; those earning less than the living wage report increased anxiety.
These health issues come at a cost to businesses by reducing productivity and increasing
presenteeism and absenteeism. Unequal pay lowers morale and leads to high rates of
employee attrition.

Ensure no employee is paid below the real Living Wage. Increasing wages improves access
to health-building essentials, helps reduce stress and has been shown to reduce depressive
symptoms. Higher minimum wages are connected to fewer deaths from health problems
linked to low incomes. Living Wage accredited companies have reaped rewards, from
improvements in reputation to increased staff productivity and motivation at work.

Unsafe work conditions increase risk of accidents, injuries, and occupational illnesses. They
also make companies liable to significant fines and lawsuits. Unsafe working conditions can
cause health problems that result in absenteeism and reduced productivity, along with costly
occupational accidents.

Improve safety of working environments. A proactive and preventative approach to H&S
will reduce the risk of occupational injuries and illnesses occurring. Prioritising H&S benefits a
company through cost savings, improved reputation, and reduced absenteeism, turnover and
accidents.

Exposure to high levels of workplace stress, as well as monotonous work or work with little
autonomy, can lead to mental health problems such as anxiety and depression, with workers

Allow for autonomy and provide tailored mental health interventions. Autonomy (as well
as employee participation in decision-making and opportunities for learning and career

costs related to illness, absenteeism, decreased productivity and higher employee turnover.

S5
é% <;> engaging in unhealthy behaviours such as smoking, reduced physical activity and poorer advancement) can significantly influence overall wellbeing and mental health. Interventions
. e dietary choices. 40% of job turnover is attributed to stress. aimed at promoting mental health in the workplace can be cost-effective and produce a
significant return on investment for businesses.
Lack of job security negatively affects workers” mental and physical health. Job insecurity Ensure employees have secure contracts. Secure contracts with minimum guaranteed hours
diminishes organisational performance by increasing employee stress levels and reducing contribute to employee health and wellbeing. Secure employment can increase productivity
their commitment to the business and their productivity. and is highly prized by workers, which helps to recruit and retain staff.
. Insufficient paid time off forces workers to make challenging choices. For example, Ensure all employees have access to paid time off, including fair sick pay. Paid parental
‘o insufficient parental leave increases the chance that parents won't return to work, and leave increases the chances that parents will return to work. Sick pay provides workers
g insufficient sick leave means workers must decide between their health and their job, often with the financial security to take time off when unwell, promoting proper rest and recovery.
'-'_; resulting in presenteeism (working while ill). This negatively affects wellbeing, productivity and Sick pay attracts and retains employees, and improves workers’” health, resulting in better
E._U job retention, while also elevating the risks of workplace accidents and disease transmission. performance and increased productivity.
= Workers’ inability to take essential time off exacerbates physical and mental-health issues,
which can result in prolonged health problems.
"qc'; S | Unengaged employees without representation often lack motivation, leading to reduced Better engage with employees and encourage representation. Engaged employees feel
€ % | productivity and job satisfaction, increased absenteeism and lower overall profitability. A more less job-related stress and burnout, leading to improved mental and physical wellbeing.
%gg engaged workforce leads to a better corporate culture, which in turn has been found to lead Companies with higher engagement report increased productivity and reduced turnover
g)“’ @ to greater shareholder returns. and H&S incidents. Union membership promotes worker health through advocacy for better
z ‘i.’- working conditions, fair wages and comprehensive benefits.
58 o Poor work-life balance and overwork are significant risk factors for occupational disease. Foster good work-life balance. Effective work-life management reduces burnout among
8':.: 2 | They can adversely affect behaviours like sleep, physical activity, diet, smoking, and alcohol employees and enhances job satisfaction. Prioritising employee work-life balance benefits
E gc:c; consumption. Long working hours negatively affect financial performance due to increased companies with motivated staff, higher productivity, competitive advantage, lower turnover

and reduced recruitment costs.
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4.2 Supplementary workplace health programmes

Once a company has its Good Work Fundamentals for Health in place for all workers, it
can consider introducing supplementary workplace health programmes and policies to
optimise worker health. \When properly implemented, workplace health interventions have
been associated with multiple benefits including positive changes in both job performance
and employee physical health.2® Companies can implement various initiatives to support their
employees’ wellbeing. A survey of US workplaces found the most popular specific health
programmes were related to physical activity (in place in 285% of workplaces), nutrition/
healthy eating (231%), stress management (19.6%) and stopping smoking (18.5%).8¢ Return-
on-investment studies have shown that for every dollar invested in health promotion over a
three-year period, return on investment for employers can reach USD $4.70.8 These benefits
extend beyond individual company performance to the wider economy. Health interventions
implemented by businesses have the potential to contribute to a 10-20% reduction in the
burden of workforce-related diseases by 2030, generating £60 billion for the UK economy.8

There is no one scheme that all companies should adopt, and there is limited evidence

as to what works most consistently.®® The effectiveness of workplace initiatives hinges on
the sector and types of workers being targeted, and how successfully they are tailored to
align with the specific requirements of company workers. Companies should therefore closely
consult with their employees to understand their preferences and requirements, and review
the evidence base around any proposed initiative. The What Works Centre for Wellbeing

has conducted evidence reviews in this area, and created guidance and a calculator to
measure effectiveness.

Workplace inequalities can be exacerbated by unequal access to supplementary
workplace health programmes. Initiatives are often inaccessible to non-office workers.®°
Many major companies adopt a tiered benefits strategy, providing generous perks to white-
collar office workers, while others, such as factory floor workers, are excluded. Even when
benefits are theoretically available to all, workers outside offices often experience barriers to
access, such as needing a company email address to access a wellness hub. Although limited
data and research exist on this uneven benefits distribution, it is evident from comparing

job postings within the same company. For instance, Amazon’s office roles advertise many
generous benefits while their warehouse workers experience notoriously poor working
conditions.®! To effectively improve health of their workforce, reduce inequality and reduce their
risks, companies must focus their interventions on workers in lower-quality jobs.


https://whatworkswellbeing.org/resources/what-works-for-health-and-wellbeing-in-the-workplace/
https://whatworkswellbeing.org/guidance-for-better-workplace-wellbeing/
https://whatworkswellbeing.org/blog/comparing-benefits-and-costs-of-wellbeing-activities-at-work-new-calculator-and-how-to-guide/
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Conclusion and recommended
next steps for investors

Improving worker health is not just a matter of social responsibility but also a material consideration for companies. Investors can’t afford to wait for better information to start integrating it into their
investment decision-making and stewardship approaches.

ShareAction has outlined practical next steps that investors can take to mitigate their risks, capitalise on opportunities and help develop this emergent theme (Figure 2). We make recommendations
for mature and early-stage fundamentals. By taking these actions, investors can start to drive positive change within companies, promote better worker health and help build this emergent theme. Their
influence can contribute to the long-term success and sustainability of businesses, help protect and enhance their returns and, ultimately, help drive

a healthier population.

Figure 2: How investors can start implementing Good Work fundamentals for health

1. A Real Living Wage

Investors’ next steps for mature fundamentals:

2. Safety at work

3. Mental health
at work

4. Job security Investors’ next steps for early-stage fundamentals:

1 Use proxy indicators and frameworks to start assessing
risk and mitigation

6. Engagement and
representation

2 Request relevant data from companies and data providers

3 Commission research to strengthen this theme

7. Good work-life
balance
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Next steps for all seven fundamentals:

8 Highlight to key stakeholders why the Good Work Fundamentals for Health are material:
The most important first step that investors can take is to continually and vocally highlight
to key stakeholders, especially company management, the financial materiality of worker
health and the seven fundamental drivers of risk and opportunity. Asset owners must
similarly communicate the materiality of this theme to their asset managers and investment
consultants, and encourage them to follow the steps laid out in this briefing.

9 Encourage comprehensive measurement and disclosure: Data collected on worker health
issues is inconsistent and fragmented, but efforts exist to improve this. For example:

The World Benchmarking Alliance’s Social Transformation Framework includes 12 social
indicators that overlap with the seven fundamentals, and benchmarks the performance
of 2,000 companies against them.

The What Works Centre for Wellbeing has developed a comprehensive and robust
measure on wellbeing and its drivers in the workplace (which broadly covers the seven
fundamentals) and offers benchmarking data on request.

Public Health England and Healthy Working Future’s Workplace health needs
assessment provides practical advice on workplace health and a tool for carrying out
workplace health needs assessments for employers of all types and sizes.

The Confederation of British Industry and Business for Health have developed the Work
Health Index, which serves as a benchmark for worker health provision.

OECD’s Wellbeing Measurement Framework for Wellbeing also incorporates the seven
fundamentals, with proxy indicators for risk and mitigation.

Investors should encourage investees to adopt these tools and disclose data publicly.

10 Support integrating fundamentals into incoming regulatory frameworks: Investors
involved in policy development should support the inclusion of reporting on the
fundamentals as part of incoming regulatory frameworks. These should include:

Sustainability Disclosure Requirements (SDR): SDR builds on the UK’s Taskforce on
Climate-related Financial Disclosures (TCFD) and will cover three types of disclosure:
corporate disclosure, asset manager and asset owner disclosure, and investment
product disclosure. Investors should join ShareAction in calling on the Government to
ensure the new legislation includes mandatory social-related corporate disclosures.
Specifically, investors can call for corporates to be required to report on risks and
opportunities relating to the Good Work Fundamentals for Health.

The International Sustainability Standards Board (ISSB): The UK Government has said
it will endorse the ISSB standards and create the UK Sustainability Disclosure Standards
(SDS) by July 2024. If a social topic is chosen as the next focus area, investors should


https://www.worldbenchmarkingalliance.org/research/social-transformation-framework/
https://www.worldbenchmarkingalliance.org/research/core-social-indicator-assessments-of-all-2000-companies-2021-2023/
https://whatworkswellbeing.org/resources/workplace-wellbeing-questionnaire-methodology/
https://whatworkswellbeing.org/resources/workplace-wellbeing-questionnaire-methodology/
https://www.gov.uk/government/publications/workplace-health-needs-assessment
https://www.gov.uk/government/publications/workplace-health-needs-assessment
https://www.workhealthindex.co.uk/
https://www.workhealthindex.co.uk/
https://www.oecd.org/wise/measuring-well-being-and-progress.htm

Conclusion and
next steps
I——— |

28

lobby for the most ambitious standards possible and demonstrate an interest in a wide-
range of disclosures, including health and the Good Work Fundamentals for Health.

e Taskforce on Inequality and Social-related Disclosures (TISFD): The taskforce will
develop a global framework for financial disclosures, including social- and inequality-
related risks and opportunities affecting financial stability and long-term enterprise value
creation. TISFD is in the early stages of development. For investors, this is an opportunity
to influence global standard setting, specifically in relation to Good Work Fundamentals
for Health.

Investors’ next steps for mature fundamentals:

1 Prioritise fundamental(s): Investors should prioritise which of the mature fundamentals
to work on by assessing their portfolio’s exposure to risk from each of them (using
Tables 1 and 2). This will differ based on the industries, sectors and markets in which they
invest. They should also assess how much relevant data they have access to on each
fundamental (Table 3), whether that is from investee companies, third-party data providers
or their own primary research.

2 Integrate fundamental(s) in investment decision-making: Before investing in a new
company or industry, investors should consider their level of exposure to the risks outlined
in Section 3, to what extent the company or sector is working to mitigate those risks and
how prepared it is to capitalise on opportunities. Using Table 3, investors should consider
how companies have implemented (or neglected to implement) fundamentals, and
how their implementation compares to peers. Investors should consider how fairly and
consistently a fundamental is implemented across their organisation, particularly looking at
the lowest paid and most vulnerable parts of the workforce, complementing their approach
to diversity, equity and inclusion. Investors should then integrate fundamentals into portfolio
construction. They can prioritise companies that demonstrate a strong commitment to
worker health (best-in-class approach), look for companies that are likely to be willing and
able to improve (best-in-progress approach), or exclude companies that are not taking
these risks seriously (negative screening).

3 Integrate fundamental(s) into stewardship approach: Investors should actively engage
with company management (through dialogue, engagement meetings, annual general
meetings, shareholder resolutions and proxy votes) to raise concerns about worker health,
highlight the business case for addressing it, request information about existing initiatives
and demand plans for improvement. Investors must encourage companies to improve
on the fundamentals they have prioritised and carefully monitor their progress. Key areas
to probe and benchmarks and data sources to consider can be found in Table 2 and
Appendix A. Investors should also:

a. Collaborate with other investors: Investors should join forces with like-minded peers
to amplify their voices and advocate for improved worker health standards across
industries. Collaborative initiatives, such as ShareAction’s Good Work Coalition, can
maximise pressure on companies to address worker health concerns.



https://shareaction.org/investor-initiatives/good-work-coalition
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b. Escalate engagement when necessary: \When companies fail to meet clearly set
expectations, investors must be willing to escalate their engagement, such as through
making public statements, voting against management or asking challenging questions
at their AGM.

c. Divest from non-compliant companies: If a company consistently fails to address
worker health concerns and demonstrates a lack of commitment to improving
conditions, investors should consider divestment as a last resort. By divesting from
such companies, investors can send a strong message and exert financial pressure,
motivating companies to change their practices.

Table 3 outlines the actions that investors can take on different fundamentals, as well as the
data, resources and initiatives that are available for that issue. It also includes questions that
investors could ask of company management.
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Actions, data, and resources for investors

Questions investors could discuss with company management

1. A Real Living Wage

Check whether a company is an accredited Living Wage Employer and whether
commitments cover all workers (e.g. contractors).

If not, urge the company to become accredited and push it to disclose its living wage
strategy within an ambitious timeframe.

Sign the Workforce Disclosure Initiative to gain access to privately reported data and
company scorecards, covering a range of workplace issues and all major industry sectors,
for use in stewardship activities.

Encourage companies to disclose workforce data with the Workforce Disclosure Initiative
to demonstrate that they are effectively managing their staff and supply-chain workers.
Join ShareAction’s collaborative engagement initiative, the Good Work Campaign, to
collaboratively engage with companies to encourage better practice.

Join the Platform for Living Wage Financials Alliance to collaboratively encourage

and monitor investee companies to enable living wages and incomes in their global
supply chains.

Encourage ethnicity pay reporting with the Chartered Institute of Personnel and
Development (CIPD)’'s UK employer guide to improve access in the future.

Use ShareAction’s Ethnicity pay gap toolkit to guide engagement with companies.
ShareAction is developing a framework of progressive milestones on company practice
in this area that can be used to guide engagement (see draft in Appendix B).

Are you a real Living Wage employer? If so, are all workers including contract workers
entitled to the real Living Wage? If not, why not?

How do you determine fair wages for your employees?

Do you conduct regular wage reviews?

What measures do you have in place to prevent discrimination in terms of wages and
benefits based on gender, ethnicity or other factors”?

Do you disclose your ethnicity pay gap?

What steps have you taken to address pay parity and ensure equal pay for equal work?
Do you undertake analysis of pay disparities to identify their causes and solutions to
address them?

How transparent are you about your pay structure and benefits?

2. Safety at work

Request and review data on the company’s compliance with H&S regulations, its H&S
policies, procedures, and protocols, and compare with peers in their industry and location.
Look at H&S data collected from your data providers (e.g. MSCI and Sustainalytics) and
ask companies to disclose on accidents and injuries, H&S performance, and business
injury risk.

Assess how the company conducts regular safety audits and inspections to identify and
address potential hazards.

Join the collaborative Investor Alliance for Human Rights to advocate for fundamental
human rights in the workplace.

Request and review data on companies’ compliance with ISO45003, which assesses
equal risk for psychosocial risk factors (mental health).

What measures do you take to ensure a safe workplace for all employees?

Is there training for management to identify and address workplace hazards?

How do you ensure that workers have access to clean air, safe drinking water and proper
sanitation facilities”?

Can you share statistics on the number of workplace fatalities, injuries, illnesses and near
misses experienced, and safety audits undertaken in recent years?

What proportion of action plans have been completed and what was the average time
you took to complete them?

How are you taking action to address each incident and prevent recurrence”?

3. Mental Health
at work

Join and use CCLA’s Mental Health Benchmark to assess which companies are protecting
their workers’ mental health, and prioritise engagement with those that are not doing so.
Following the benchmark, encourage companies to commit to actions to support workers’
workplace mental health, set specific goals and report annually on progress.

Encourage companies to tackle work-related stress, using the UK Health and Safety
Executive’s Management Standards to effectively identify and manage the causes of
work-related stress.

Do you recognise poor workplace mental health as a risk?

How do you address work-related stress and burnout”?

Is there a clear commitment to promote a culture of openness regarding mental health?
Do you offer career mobility and development opportunities, performance management
and access to mental health services and assistance?

Is there training for management to identify and address mental health conditions early?



https://www.livingwage.org.uk/
https://shareaction.org/investor-initiatives/workforce-disclosure-initiative
https://shareaction.org/investor-initiatives/workforce-disclosure-initiative
https://shareaction.org/investor-initiatives/workforce-disclosure-initiative
https://shareaction.org/investor-initiatives/good-work-coalition
https://www.livingwage.nl
https://www.cipd.org/uk/knowledge/guides/ethnicity-pay-reporting-guide/
https://cdn2.assets-servd.host/shareaction-api/production/resources/reports/Ethnicity-pay-gap-toolkit_2023-06-21-143903_sedy.pdf
http://www.msci.com/documents/1296102/34424357/MSCI+ESG+Ratings+Methodology+-+Health+%26+Safety+Key+Issue.pdf/b5e7d889-e277-922a-df42-6764876e3760?t=1666182595995
https://connect.sustainalytics.com/hubfs/INV/MEI%20backgrounders/OHS%20Backgrounder_April%202022_Final-updated.pdf
https://investorsforhumanrights.org/
https://www.ccla.co.uk/documents/2023-uk-100-benchmark-report/download?inline
https://www.hse.gov.uk/stress/standards/index.htm
https://www.hse.gov.uk/stress/standards/index.htm
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Actions, data, and resources for investors

Questions investors could discuss with company management

5. Paid time off

Check whether a company is a Living Hours accredited Employer (guaranteeing 16+ hours
per week and four weeks’ notice of shifts, with payment if shifts are cancelled within this
notice period), and determine whether this covers all staff.

If not, urge the company to become accredited and push it to disclose its living hours
strategy within an ambitious timeframe.

Join the Good Work Campaign to collectively engage with companies to tackle

insecure work.

ShareAction are developing a framework of progressive milestones on company practice
in this area that can be used to guide engagement (see draft in Appendix B).

How do you ensure job security for employees?

Do you offer long-term contracts or permanent positions? Are contractors and agency
staff covered by these policies?

Are you a Living Hours Employer? Are all staff given a minimum Living Hours guarantee?
Do you provide flexible working arrangements, such as remote work or flexible hours?

Request and review the company’s sick pay and parental leave policies, eligibility criteria
(e.g. are contractors included?), coverage amount and duration, and compare with peers in
their industry and location.

Encourage the company to adopt comprehensive policies that cover all workers (including
agency, zero-hours and contractors).

Understand how the company tracks and breaks down absenteeism and presenteeism
and its strategy for mitigating these.

How much parental leave do you offer?

Do you offer a sick pay scheme beyond Statutory Sick Pay? Who is eligible for it?

How are managers trained to educate employees on when and how to take sick leave?
How do you track and manage employee absenteeism due to health reasons?

Can you provide longitudinal data on absenteeism?

What measures are in place to address frequent or prolonged absenteeism?

6. Engagement
and
representation

Check whether the company allows and actively encourages their workers to join a union.
Request and review data on employee survey participation, strikes, turnover, retention and
promotion rates, and compare with peers in their industry and location.

Join the Human Capital Management Coalition; a collaboration of asset owners seeking to
elevate human capital management as a critical issue to company performance.

What are your strategy, policies and practice around encouraging engagement and
representation”?

Can your share examples of successful initiatives to promote employee engagement

and satisfaction?

Are there any employee representation mechanisms — such as unions or works councils —
that negotiate on behalf of workers?

7. Good Work-life

balance

Request and review the company’s work-life balance policies, such as flexible work,
remote work, parental leave and holiday allowance. Also check who the policies apply

to (e.g. are contractors included?) and compare them with peers in their industry and
location.

Request and review the company’s data on average working hours and overtime to
understand efforts made to maintain healthy work-life balance, and compare with peers in
their industry and location.

Request and review results from employee surveys and feedback to understand the
company’s values and the action it takes based on employee input.

Do you have policies in place to ensure a healthy work-life balance for your employees”?
To what extent do you offer flexible working elements as a way to enable people with long
term health conditions or disabilities to access employment (e.g. staggered start and finish
times or remote working)”?

Are managers empowered to flex working patterns to help address potential health risks?
How do your benefits — such as retirement plans and parental leave — compare to

your peers’?



https://www.livingwage.org.uk/living-hours
https://shareaction.org/investor-initiatives/good-work-coalition
https://www.hcmcoalition.org/about
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Investors’ next steps for early-stage fundamentals:

1 Use proxy indicators and frameworks to start assessing risk and mitigation: While
data is insufficient, proxy indicators, such as absentee rates, employee turnover, voluntary
turnover, negative press mentions or CEO reviews on Glassdoor, can be used to start to
assess how material different fundamentals are to a company and how effectively they are
addressing them. Investors can find certain key indicators within publicly available indices
and benchmarks (such as the World Benchmarking Alliance’s Social Transformation
Framework or CCLA’'s Mental Health Benchmark). Additionally, investors should develop
assessment frameworks that combine available quantitative data with qualitative insights to
incorporate worker perspectives into investment processes.

2 Request relevant data from companies and data providers: Investors should ask
companies to collect and disclose meaningful data on these fundamentals, as well as
encourage data providers to collect more comprehensive data. If one investee company is
providing a useful metric, ask other companies to disclose the same data.

3 Commission research to strengthen this theme: Investors committed to advancing the
worker health theme should consider commissioning relevant research and benchmarking
that can help bring these fundamentals to maturity so they can be implemented
consistently, For example, as the CCLA leads the field with its Mental Health Benchmark,
an ambitious investor could help develop a benchmark or accreditation scheme around an
under-developed fundamental, such as engagement and representation.


https://www.worldbenchmarkingalliance.org/research/social-transformation-framework/
https://www.worldbenchmarkingalliance.org/research/social-transformation-framework/
https://www.ccla.co.uk/documents/2023-uk-100-benchmark-report/download?inline
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Appendix A: Literature review: How
the Good Work Fundamentals for
Health affect workers’ health and
financial risk

1 A Real Living wage

Systemic problem: Low pay

Health risk: Low pay may make it difficult for workers to afford a healthy lifestyle, including
access to nutritious food, exercise facilities or adequate housing. This can increase the
likelihood of developing non-communicable diseases like obesity, diabetes, and heart
disease.®? A 2021 report found 46% of full-time UK workers who earned less than the real
Living Wage believed that their low pay had a detrimental impact on their anxiety levels.®

Financial risk: Non-communicable disease results in significant costs to businesses as they
are associated with reduced productivity, and increased presenteeism and absenteeism #4959
In the UK, indirect costs (loss of productivity, presenteeism, sickness absence, worklessness
and employee turnover) of Type 2 diabetes alone exceeds £20 billion annually.?” Low pay is
often associated with high turnover, which can be costly for businesses. A US survey found
that the majority of workers who quit their jobs in 2021 cited low pay as the major reason
(63%). Pay inequality can result in a less united workforce. For example, 94% of survey
respondents stated pay disparity will lead to conflict among co-workers.®® A 2022 survey

of workers found that employees who believe their pay is unjust are 15% less likely to want
to remain with their current employer. Furthermore, they exhibit 13% less engagement and
motivation in their job compared to those who consider their pay to be fair.®®

Company solution: Ensure no employee is paid below the real Living Wage

Health impacts: A real Living Wage provides the income necessary to meet basic needs and
contributes to the overall wellbeing of workers. Research shows that increasing wages can
contribute to worker wellbeing in multiple ways. A long-term study of 24 OECD countries over
31 years found that higher minimum wages are connected to lower overall death rates and
fewer deaths from health problems that are more common among people with lower incomes,
such as diabetes and heart diseases.'®

Financial impacts: Emerging evidence shows that paying living wages can improve a
company’s financial performance. The first survey of accredited Living Wage employers
showed positive impacts and further research has consistently corroborated this — the
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adoption of the real Living Wage leads to improved organisational performance.® More
recently, 94% of accredited Living Wage Employers report having reaped rewards including
improvements in reputation that helped them to win contracts and attract customers, and
better relations between staff and managers, with improvements to staff productivity and
motivation.’°2

2 Safety at work

Systemic problem: Unsafe working conditions

Health risk: Long working hours, minimal breaks, inadequate safety measures and exposure
to hazardous substances are all factors that increase the risk of accidents, injuries and
occupational illnesses. ™3

Financial risk: Unsafe working conditions can lead to absenteeism and reduced worker
productivity.'*4 Poor working conditions can also contribute to costly occupational accidents;°®
in 2010, the World Health Organization reported that more than 7 million workplace accidents
in Europe led to three or more days of absence annually.™®

Company solution: Improve safety of working environments

Health impacts: Safe and healthy working conditions reduce the risk of occupational injuries
and illnesses.’” A study of 35 European countries found that workers informed on the H&S
risks related to their jobs were 3.5% more likely to report good health and 31% and 0.3%
less likely to report fair or bad health respectively; as exposure to adverse work conditions
decreases, the likelihood of reporting good health rises.™®

Financial impacts: Focusing on H&S can result in cost savings, decreased employee
absenteeism, decreased turnover, fewer accidents and an enhanced reputation for
responsible corporate behaviour.® By providing a safe environment, employers can mitigate
the risk of work-related injuries and diseases."

3 Mental health at work

Systemic problem: Poor mental health at work

Health risk: Prolonged exposure to stressors can contribute to mental-health issues like
anxiety and depression.™ In addition to detrimental effects on their physical health, workers in
high-stress environments often exhibit health harmful behaviours, including smoking, limited
physical activity and a less healthy diet." In Europe, a study identified a connection between
poor work organisation, insufficient social support and lower back pain."® A separate study
revealed that psychosocial work stress could predict the development of Type 2 diabetes in
women over a span of 15 years.™
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Financial risk: Underinvestment in employee wellbeing and stress reduction has a significant
impact on companies as 40% of job turnover is attributed to stress.™ Failing to address this
issue has significant implications for businesses: replacing an individual employee can incur
costs ranging from half to two times the employee’s annual salary."®

Company solution: Allow for autonomy and develop tailored mental health and
wellbeing interventions

Health impacts: Tailored workplace health initiatives can effectively reduce stress, especially
when carefully targeted.™” A 2023 review of workplace interventions for healthcare workers
found that they were successful in enhancing wellbeing and perceived general health, and
reducing psychosocial stressors, burnout and sickness absence in the short-term."®

Financial impacts: Research shows that interventions aimed at promoting mental health

in the workplace can be cost-effective. These interventions include enhancements in the
work environment, stress management and psychological treatments. An evaluation of the
cost-effectiveness of these interventions for promoting mental health and preventing mental
disorders at work found that in selected European countries, each €1 spent on promotion and
prevention programmes yields net economic benefits of up to €13.62 over one year."™ A 2005
study supports the financial benefits of organisational interventions, specifically in training
managers to implement stress- and pressure-management guidelines at work. The study
found that these efforts, aimed at reducing stress and sickness absence among UK council
workers, resulted in £1.9 million in savings over two years."°

4 Job security

Systemic problem: Lack of job security

Health risk: Adverse health effects of job insecurity have been extensively documented and
show a strong association between job satisfaction and both mental and physical health;™
outcomes include poor mental health, sleep problems, and musculoskeletal disorders. A
longitudinal study of over 100,000 UK workers found that of those with low job security, 1/%
experienced poor health, compared to 11% of those with secure contracts.?? Irregular work
schedules can disrupt sleep patterns and lead to fatigue, which can have negative effects on
overall health.?® A survey conducted on municipal workers in Finland found that low perceived
employment security was linked to adverse health outcomes across self-rated health, chronic
disease and psychological distress.™4

Financial risk: Job insecurity reduces organisational performance by increasing the level
of employee stress and decreasing employee commitment to the organisation. A 2022
longitudinal study of 600 US employees showed job insecurity to be net negative for
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organisations — the fear of job loss (leading to stress, frustration, resentment and increased
workload due to job searching) hindered employees’ performance and a company’s
productivity.™®

Company solution: Ensure employees have secure job contracts

Health impacts: Secure contracts with minimum guaranteed hours provide a stable foundation
that contributes to workers’ overall health and wellbeing.?6'?” Job security provides a sense of
stability and control over one’s life, and allows employees to plan for the long-term, which can
contribute to improved mental wellbeing.

Financial impacts: Research highlights that workers in secure employment tend to be more
productive.?® A literature review into the job satisfaction, involvement and security of quick-
service restaurant employees concluded both productivity and quality of performance to

be positively related to employees’ job security.?® Job security is highly prized by workers,
and therefore can help retain talent and reduce turnover. A longitudinal study of workers in
public utilities recorded the relative importance of 10 job characteristics for job applicants
over a period of 30 years, and job security was most frequently ranked first®*° A 2020
study conducted on South Korean workers concluded job stability to be critical to a firm’s
competitive advantage.™

5 Paid time off

Systemic problem: Insufficient paid time off

Health risk: The absence of comprehensive sick pay significantly affects workers’” health. A
review of the UK’s current Statutory Sick Pay concluded that a low rate and restricted eligibility
for paid sick leave forces workers to choose between their health and job security, often
leading to them working while sick, harming their wellbeing and productivity, and contributing
to high staff turnover.™®2 Working while in poor health increases workplace accidents, spreads
infectious diseases and adds to stress.

Financial risk: WPl Economics evaluated the advantages of sick pay reform for businesses,
governments and society, and found that sole reliance on Statutory Sick Pay paradoxically
raises the chances of prolonged absence, as employees are unable to recover in shorter
periods of sick leave when they need it, which can worsen their physical- or mental-health
conditions (which affect productivity).®® A recent UK study found that the average number

of days lost per worker due to presenteeism is around 35 days per year.®* A Canadian study
found the average cost of absenteeism in a large company is more than CAS3.6 million

a year
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Company solution: Ensure all employees have access to paid time off, including
sick pay

Health impacts: Increased duration of parental leave has been found to reduce the risk of
poor maternal mental health, including depressive symptoms, psychological distress and
burnout, and lower mental healthcare uptake.®® When employees can rest and recover from
illnesses without worrying about lost wages, they are more likely to seek timely medical
attention and fully recover before returning to work. Sick pay helps prevent the spread of
diseases in the workplace by encouraging sick employees to stay home.™ A UK study found
sick pay can suppress negative externalities of sick workers spreading diseases to customers
and colleagues.’™®®

Financial impacts: A recent US study found that paid sick pay enhances productivity by
attracting and retaining higher-quality employees and improving workers’ health, leading to
better performance.® On average, it concluded, adopting paid sick leave policies increases
labour productivity by 61% and firm profitability by 1.6%."° These benefits were even more
significant in industries like agriculture, construction, and arts and entertainment that did not
previously offer voluntary paid sick leave.

6 Engagement and representation

Systemic problem: Unengaged employees with limited voice and representation

Health risk: Low-paid workers often have limited bargaining power to negotiate for better
working conditions or access to healthcare benefits. This lack of power and representation
can perpetuate the cycle of ill health and reinforce inequalities in the workplace.™

Financial risk: Disengaged employees often struggle with their work as they lack motivation,
leading to reduced productivity and job satisfaction. Disengaged employees have 3/% higher
absenteeism, 18% lower productivity and 15% lower profitability. In terms of actual cost, this
equates to approximately 34% of a disengaged employee’s yearly salary.#2

Company solution: Better engage with employees and encourage representation

Health impacts: Engagement is closely linked to employee health and performance.'*?
Engaged employees are less prone to job-related stress and burnout, leading to improved
mental and physical wellbeing.** Trade union membership improves worker health

and wellbeing by advocating for better working conditions, fair wages and access to
comprehensive benefits, leading to reduced stress and enhanced overall job satisfaction.™®
A literature review found that unions have a positive impact by increasing wages, reducing
inequality and, consequently, likely enhancing overall health. Unions also play a role in
diminishing discrimination and influencing other factors that affect health. They contributeto
improved workplace safety, resulting in fewer job-related fatalities.™®
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Financial impacts: Positive-working conditions and fair treatment foster employee
engagement and motivation. When workers feel valued, respected and supported, they

are more likely to be productive and perform at their best* A meta-analysis on employee
engagement and productivity found that companies with high levels of engagement report
22% higher productivity.*® Companies and business units that report higher scores report a
48% decrease in safety incidents.*® Similarly, another study found that boosting employee
engagement investment by 10% can result in a USD $2,400 increase in profits per employee
annually.™® A more engaged workforce leads to better corporate culture, which in turn has
been found to lead to greater shareholder returns.’!

7 Good Work-life balance

Systemic problem: Poor work-life balance

Health risk: Overwork is the single most significant risk factor for occupational disease.™?
When employees lack a good work-life balance, it can have a detrimental impact on their
overall wellbeing. The consequences of overworking have negative effects on both health and
behaviour, including poor sleep, limited physical activity, unhealthy dietary habits, tobacco use
and increased alcohol consumption.’?

Financial risk: The knock-on effects of long working hours negatively affect companies’
financial performances. A 2022 survey of healthcare professionals shows that work-

life interference significantly increases burnout, leading to higher turnover intentions and
diminished career satisfaction.®™ Work-related stress and mental illness are responsible

for more than 50% of work absences, resulting in a cost of £26 billion annually for UK
businesses.”® Approximately 49% of employees experience decreased concentration at work,
highlighting how burnout and workplace stress impede their ability to carry out daily tasks
effectively.’®®

Company solution: Foster a good work-life balance

Health impacts: Flexible working hours, maternity and paternity leave, and vacation time
enable workers to maintain a healthy work-life balance. Having time for personal activities,
hobbies, and spending quality time with family and friends supports mental and emotional
wellbeing. When individuals can effectively balance their work and personal lives, they
experience reduced burnout and increased job satisfaction.®®

Financial impacts: In a 2022 UK survey involving 2,000 workers across 500 employers of
varying sizes, work-life balance ranked as a top priority for employees (at 41%), above pay (at
36%).%8 Companies that prioritise their employees’ work-life balance stand to gain motivated
and energised staff, increased productivity and competitive advantage, reduced staff turnover
and, consequently, minimised recruitment costs. 199160
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Appendix B: Draft ShareAction
frameworks of company milestones

Figure 3: This table outlines the milestones that can be used to assess company
practice as it relates to low pay and progress towards the Real Living Wage

Progress towards minimum standard

Milestone

1) Relevant staff have
‘employee’ status

2) Contracts that
reflect hours worked

3) Guarantee
minimum of 16 hours
work a week

4) Provide 4 weeks’
notice of shifts

8) Oversight of
regular third-party
staff contractual
terms and conditions

6) Regular third-party
receive Living Hours
measures

7) Undergoing Living
Hours Employer
accreditation process

8) Accredited Living
Hours Employer

The company offers employee contracts as standard,
providing workers with the safeguards associated with
employee status.

Workers have the right for contracted working hours to be
reviewed and adjusted if they are regularly working more
than the hours they are contracted to do. This provides
workers with greater certainty over their income each month.

In order to provide decent minimum working hours,
companies should offer all workers a guaranteed minimum
of 16 hours work a week, unless individuals request to work
fewer.

The company provides rotas and shift patterns 4 weeks in
advance, providing certainty over working hours and enabling
workers to plan for responsibilities outside of work. Workers
receive full payment where shifts are cancelled within this 4
week period, incentivising the company to plan effectively
and not pass the costs of uncertainty onto workers.

Company has oversight of how many regular third-party staff
provide labour on their sites and the contractual terms and
conditions as they relate to secure work.

Regular third-party contracted workers receive the Living
Hours measures. "Regular” is to mean staff who work on the
company premises for more than two hours a week for eight
consecutive weeks they must be paid the Living Wage.

The company is undergoing the Living Wage Hours
accreditation process, involving an assessment of their
workforce, contracts, employment practice and the
submission of relevant evidence. Note: a company may
require support to meet the criteria through the accreditation
process. Meeting this criteria demonstrates a wilingness
from the company to address the issue.

Is fully accredited as a Living Hours Employer and has
therefore guaranteed secure work to its direct and regular
third-party contracted workers as a minimum, both now and
in the long-term.
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Figure 4: This table outlines the milestones that can be used to assess company
practice on secure work and the implementation of the Living Hours measures

Progress towards minimum standard

1) Meet minimum
legislative
requirements

2) Guarantee
National Living Wage

3) Implements
regional pay
weighting

4) Directly employed
staff paid real Living
Wage

B) Oversight of
regular third-party
staff pay terms

6) Regular third-party
staff paid real Living
Wage

7) Undergoing Living
Wage Employer
accreditation process

8) Accredited Living
Wage Employer

Company has a pay policy that is aligned with legislative
requirements (National Living Wage figures to come into
effect in April 2024):

= National Living Wage (21 and over): £1144

- Ages 18 to 20: £860

- Under 18s & Apprentices: £640

All directly employed workers are paid at least the National
Living Wage (£11.44 per hour).

Company has a regional pay weighting policy that takes into
account geographical living costs.

All directly employed workers are paid at least the real Living
Wage, but workers based in London do not receive the
London-weighted real Living Wage rate at minimum.

Company has oversight of how many regular third-party
staff provide labour on their sites and the pay terms within
procurement contracts.

Regular third-party contracted workers are paid at least the
real Living Wage, where “regular” is to mean staff who work
on the company premises for more than two hours a week
for eight consecutive weeks.

The company is undergoing the Living Wage Employer
accreditation process, involving an assessment of their base
pay rates and the submission of relevant evidence.

Is fully accredited as a Living Wage Employer, and therefore
has committed to paying both direct and regular third-party
contracted workers the real Living Wage (including the
London rate where applicable) and uplifting minimum pay
rates in line with the recalculated Living Wage each year.
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