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Terminology and Acronyms

Decent Work

Decent work involves opportunities for work that is pro-
ductive and delivers a fair income, security in the work-
place and social protection for families, better prospects
for personal development and social integration, freedom
for people to express their concerns, organize and partici-
pate in decisions that affect their lives and equality of op-
portunity and treatment for all people.

ESG

ESG stands for environmental, social and governance fac-
tors. ESG has become shorthand for investment method-
ologies that embrace ESG factors as a means of helping
investors manage risks and identify opportunities.

Proxy Voting

Most company shares carry voting rights. Shareholders can
vote their shares by proxy instead of attending company
meetings. There are a variety of matters that shareholders
vote on each year. The most common are the election of
directors, appointment of auditors and approval of execu-
tive compensation. But there are also votes relating to ESG
issues including workplace practices and labour standards.

Responsible Investment

An approach to investing that aims to incorporate environ-
mental, social and governance (ESG) factors into invest-
ment decisions, to better manage risk, generate sustain-
able, long-term returns and align investors with the broad-
er objectives of society.

Shareholder Engagement

This is a strategy that is used to open communications be-
tween shareholders and a company. The goal is to improve
the ESG performance of the company.
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introduction

Investors and Decent Work
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Who is this Guide for?

This guide is designed for trustees and staff of insti-
tutional investment funds including public, multi-
employer, faith and labour union pension funds as
well as foundation and university endowments, who
are interested in integrating decent work consider-
ations into their investment and stewardship policies
and practices. The guide will also be of value to those
trustees and staff who are looking for ways to deepen
their commitments to integrating social issues into
the investment process.

THE FIRST SECTION provides an overview of the
research and evidence supporting the investment
case for decent work. These resources can help give
investment decision-makers the confidence to raise
workplace issues as an investment concern with fel-
low trustees, fund staff, investment managers and
consultants.

THE SECOND SECTION provides a step-by-step
guide for incorporating decent work considerations
into fund governance, working with investment man-
agers and making them part of the fund’s voting and
engagement (stewardship) practices. The guide also
looks at how decent work considerations can be inte-
grated across asset classes with specific reference to
real estate, infrastructure and private equity.

How to use the Guide?

We recommend identifying the sections of this guide
that are most relevant to where your organization is
currently atin terms of its commitment to responsible
investment broadly and to decent work specifically.

If, for example, you are an individual trustee interest-
ed in how you might bring forward concerns about
decent work with your fellow trustees or investment
managers, you will find the first section on the inves-
tor case for decent work particularly valuable, along
with Step 1 on building support among your fellow
board and staff.

If, on the other hand, your organization has made
some initial commitments to responsible investment,
you may want to consider how to incorporate more
specific references to decent work into the conversa-
tions you are already having. You will find the guid-
ance in Step 3 on investment manager oversight use-
ful in this regard.

Finally, if your fund has already identified decent
work as a priority issue, then you may want to jump
to Step 4 and 5 to look at how you can integrate de-
cent work into your proxy voting and engagement
practices.

About the Valuing Decent Work Initiative
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the investor case
for decent work

Thereis growing acknowledgement among institution-
al investors that environmental, social and governance
(ESQG) issues are relevant considerations for investment
decision-making. For example, an extensive review of
2200 academic studies on the relation between ESG
criteria and corporate financial performance concluded
that the business case for ESG investing is empirically
well founded.” Another review found that 90% of stud-
ies on the cost of capital show that sound sustainability
standards lower the cost of capital of companies and
that 88% of the research shows that solid ESG practices
result in better operational performance of firms.?

D —

Good management of, and investment in,
a company’s workforce should enable a
company to be more stable, lower risk and
have higher expected future cash flows.”

Evidence of the Investor Case

The Pensions and Lifetime Savings Association, UK

In light of this evidence and in combination with other
drivers, investors are integrating ESG considerations
into their investment management and stewardship
practices. For example, there are more than 350 as-
set owner signatories to the United Nations-backed
Principles for Responsible Investment (PRI) represent-
ing approximately $60 trillion in assets under manage-
ment. As signatories, these investors have committed
to incorporating ESG into their investment and owner-
ship decisions and encouraging other participants in
the investment industry to do the same.

While the commitment to responsible investment
includes the consideration of social issues as part of
investment decision-making, environmental and cor-
porate governance factors have historically garnered
greater investor attention. However, this is starting to
change as investors are recognizing the importance of
social issues for investment performance.
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The investment case for decent work is based on three principles:

1. A company’s workforce is a fundamental asset and key to its long-term success;

2. Poor employment and workplace practices are a source of reputational, operational and other types of risk

that can have financial consequences; and

3. Growing income inequality can lead to weak and unstable social and economic systems, and therefore
negatively impact investment performance across portfolios and over time.

There is emerging evidence showing a positive corre-
lation between aspects of decent work and firm-level
performance. For example, research published by the
Investor Responsibility Research Center (IRRC) and
Harvard University, assessed 92 studies on human
capital management as it relates to corporate perfor-
mance and found that the majority of these studies
identified a positive correlation between companies’
training and human resource policies and invest-

O —

Highly successful retail chains have demon-
strated that, even in the lowest-price seg-
ment of retail, bad jobs are not a cost-driven
necessity but a choice. And they have proven
that the key to breaking the trade-off is a
combination of investment in the workforce
and operational practices that benefits
employees, customers and the company.”

Zeynep Ton, The Good Jobs Strategy

ment outcomes.® Another study, by Alex Edmans of
the Wharton School of Business, found that compa-
nies listed in the ‘100 Best Companies to Work For in
America’ generated between 2.3% and 3.8% higher
stock returns per year than their peers from 1984 to
2011.7 A study by MSCI found that between 2009 and
2014 companies with lower intra-corporate pay gaps
performed better in terms of average profit margins
across the majority of sectors examined.® The study
also shows that labour productivity, measured by
sales per employee, was lower for companies with
high intra-corporate pay gaps on average in the ma-
jority of sectors.

Companies with high levels of precarious work
and poor labour practices can experience problems
such as high turnover and lower productivity, which
in turn contribute to inflated administrative costs and
poorer levels of service, customer satisfaction and
sales. Poor management of workplaces, including
unsafe working conditions, can also lead to accidents
such as the Rana Plaza collapse in Bangladesh, which
killed over 1,100 people or the BP Deepwater Horizon
disaster, which was the largest accidental marine oil
spill in the history of the petroleum industry. Both of
these disasters resulted in significant costs to share-
holders as well as to the families and communities
affected.’

On the other hand, there are several ways that valu-
ing workers strengthens business performance. For
example, robust workplace practices can help com-
panies attract stronger candidates and retain key
employees leading to lower turnover and retraining
costs. Good training programs and strong human
resource policies can also improve employee produc-
tivity, operational efficiency, brand value, and sales.
Research and analysis conducted by Zeynep Ton, MIT
Professor and author of The Good Jobs Strategy, found
that in the retail sector, companies that follow a good
jobs strategy are more likely to improve store execu-
tion, manage inventory more efficiently and deliver
stronger performance.’

In addition to considering the performance impacts
of decent work at the firm level, investors are also
looking at the health and stability of the environ-
mental, societal and financial systems on which each
firm'’s success depends. The strength or weakness of
these systems can affect the ability of investors to
generate returns across their portfolios and over the
long-term."” These are often referred to as ‘systemic
risks.” For example, increasing poverty, the weak-
ening of the middle class and growing inequality
weakens economies and can have a harmful effect on
economic growth by reducing consumer demand,
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increasing economic and social instability and
facilitating rent-seeking at the expense of produc-
tive activity.”” For institutional investors, stagnant
growth and weak economies can negatively impact
investment performance across a portfolio and over
the long-term. Growing inequality may also nega-
tively affect the financial system in which investors
participate, and the world in which beneficiaries
live.”

One of the contributing factors to growing income
inequality is wage stagnation and wage inequality.
For example, from 1981 to 2011, Canadian real GDP
per person grew by 50%, but the real median hourly
wage rose by just 10% over the same period. One
of the reasons for wage stagnation is the growth in
practices of using temporary workers to replace stan-
dard contracts. Recent research conducted by the
OECD found that the pay gap between “standard”
workers - those in full-time open-ended contracts
- and non-standard workers — workers in tempo-
rary work, part-time work or self-employment - is
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wide, particularly in Canada. While a non-standard
worker in the OECD earns on average 75% of the
hourly wage of a standard worker, she earns only
57% of a standard wage in Canada." In addition to
differences in wages, non-standard workers also do
much worse in terms of access to benefits such as
holidays and pensions.

Recognizing the impacts of precarious work on com-
pany performance and for the health and stability of
social and economic systems can provide investors
with an important basis for action. While under-
standing the systemic risks is important for investors
in the long term, the scope for investor action is more
strongly focused on individual companies.

The following section provides 7 steps that in-
vestors can take to address decent work in their
fund governance and investment policies and
practices.



\
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STEP o

Build Support Among
Trustee, Board, and
Staff Leadership

It can be challenging to know how to initiate conversa-
tions among peers and with service providers regard-
ing decent work in a context where there may be little
to no precedent for these kinds of considerations. For
example, individuals that bring forward concerns re-
lated to human and labour rights may encounter hasty
reactions from peers and service providers regarding
the potential negative impact on investment returns
of considering ‘non-financial’ factors, for example, or
that such considerations contradict the fiduciary ob-
ligations of the fund. The challenge for trustees and/
or senior staff is to educate their colleagues in order
to untangle these assumptions and shed light on new
approaches that can help to cultivate investor leader-
ship on these issues over time.

A key starting point is to consider what kinds of in-
formation, evidence and examples could help to raise
the profile of social issues as relevant to the fund'’s
investment policies and practices. For example, it
may be valuable to provide colleagues with evidence
of the connection between corporate financial per-
formance and sustainability practices, including
evidence of the links between companies that have
strong workplace practices and superior financial
performance. Some key academic papers are pro-
vided in Box 1 in the first section of this guide. It may
also be helpful to provide examples of the steps that
leading institutional investors are taking to address
decent work in their investment policies and stew-
ardship practices. Examples are provided throughout
this guide of fund policies and practices that are
addressing decent work. Sharing recent studies on
fiduciary duty, such as the PRI’s Fiduciary Duty in the
21+ Century report,'® can help to profile legal analysis
clarifying that fiduciary duty is not an obstacle to in-
vestor action on ESG issues.

At the same time, it is important to identify the strate-
gic opportunities where inserting a discussion on ESG
broadly and decent work specifically, is both possible
and practical. Forexample, the process of hiring a new
investment manager may be an opportunity to incor-
porate consideration of each manager’s approach to
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ESG as part of the hiring process. Alternatively, annual
reviews of investment policies may be a chance to put
forward investment policy examples from your peers
that address responsible investment approaches and
decent work-related standards. Receiving your fund’s
quarterly proxy voting report, can provide an oppor-
tunity to ask how your fund voted on 2 or 3 key votes
related to decent work or ESG issues more broadly. A
high-profile article in the newspaper about a compa-
ny’s workplace practices may provide an opportunity
to ask your investment manager their opinion on the
risks associated with the incident.

STEP e

Integrating Decent
Work into the Governance
Framework

Embedding responsible investment into fund gover-
nance is an important process to support the consid-
eration of ESG issues in investment decision-making
and stewardship. A clear governance framework
gives individual fiduciaries the foundation they need
to bring forward decent work-related issues as part of
overseeing investment managers, monitoring overall
investment performance and examining proxy vot-
ing and engagement processes. Here, we outline two
key hallmarks of good responsible investment gover-
nance - investment beliefs and investment policies.
Boards of trustees may seek support from their in-
vestment consultants in developing investment be-
liefs and investment policies that address ESG issues.

Investment Beliefs

Investment beliefs can help trustees and others in
governing roles clarify their views on the nature



of financial markets and the role they play in these
markets. Developing investment beliefs can support
sound decision-making and help governing boards
work more effectively with their asset managers.
Key questions for asset owners to consider when
devising investment beliefs include consideration of
what functions financial markets can optimally play
in society, why financial markets were created, and
how investors should ideally act when participating
in them.'®

Many institutional investors are articulating beliefs re-
lated to the material impacts of sustainability on the
financial system and/or for investment returns. They
may also address the role that investors should play
in achieving sustainable development outcomes, in-
cluding outcomes related to decent work. See Box 2
for examples of investment beliefs related to sustain-
ability from different asset owners around the world.

Investment Policies

One of the key governance documents for any insti-
tutional investor is its investment policy, which may
be referred to as its investment policy statement (IPS)
or statement of investment policies and procedures
(SIPP). Investment policies provide the overarching
framework for the management of the funds’ assets
and establish investment performance objectives
and other criteria to review and evaluate the invest-
ment results of the fund. Incorporating responsible
investment into these policy frameworks provides
an important basis for trustees and other governing
board members to bring forward and address ESG is-
sues, including decent work.

In addition to incorporating responsible investment
into investment policy statements, some investors
will have a stand-alone responsible investment policy
and/or several policies that address ESG issues such
as a proxy voting policy, a shareholder engagement
policy as well as policies for specific asset classes.

This section provides guidance on how to get started
in incorporating responsible investment into your
broader investment policy framework and provides
suggestions for where references to decent work can
be addressed within these policies.

There are several places where responsible invest-
ment policies can incorporate decent work. For ex-
ample, responsible investment policies often have a
section outlining specific guidelines and minimum
standards related to ESG issues for investee compa-

nies. Some investors include reference to interna-
tionally-accepted norms, standards and frameworks
such as the International Labour Organisation (ILO)
Fundamental Conventions, the Organization for
Economic Cooperation and Development (OECD)
Guidelines for Multinational Enterprises and/or the
United Nations Guiding Principles for Business and
Human Rights.

For example, OPTrust has a set of Guiding Principles
in its responsible investment policy. Among these
principles is the following related to decent work:
“we support and encourage fair wages, benefits and
working conditions for workers employed by OPTrust
assets. In particular, the ILO principles addressing the
right to form and join trade unions and bargain col-
lectively and freedom for workers’ representatives
from discrimination and their right to access all work-
places necessary to enable them to carry out their
representation functions.””

The following are some key considerations in incor-
porating responsible investment and ESG issues into
your investment policy framework:

1. Does your governing board have a sufficient
base of knowledge about responsible invest-
ment to devise a policy? It is often valuable for
boards to start with education to ensure a broad
base of understanding of different responsible
investment strategies, ESG-related standards and
responsible investment approaches. The board
may invite experts to provide customized educa-
tion to their board or encourage participation in
responsible investment events and conferences,
such as those offered by the PRI and SHARE, for
example.

2. What are your peers doing? Look for examples of
responsible investment policies from other asset
owners and particularly those that share similar
fund characteristics such as asset size, asset owner
type (i.e. university, pension fund, foundation) and
investment management approach. The board
can seek support from its investment consultants
in conducting a peer review.

3. What are your investment beliefs? Consider
whether your board needs to review your invest-
ment beliefs to ensure that ESG and sustainabil-
ity issues are clearly addressed? Your investment
policies will be informed by these beliefs and so
devising investment beliefs is an important first
step in developing an investment policy.
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4. Doyou need external expertise to help your board
devise a policy? In addition to engaging internal
stakeholders it is important to identify whether the
governing board would benefit from additional
external expertise to help establish a roadmap for
policy development and to facilitate stakeholder
consultation and to help draft and present lan-
guage for the responsible investment policy.

5. Are there any rules or legislation pertaining to
the consideration of ESG issues that your board
needs to be familiar with? For example, the Ontario
Pension Benefits Act requires that pension funds in-
clude in their statement of investment policies and
procedures information as to whether ESG factors
are incorporated into the plan’s investment policies
and procedures and, if so, how those factors are
incorporated. It is important for asset owners to be
aware of these kinds of requirements and consider
them in the policy development process.

step €©)

Integrate Decent Work
into Asset Manager Selection
and Oversight

A key responsibility for governing boards is the selec-
tion and oversight of asset managers. Investors that
believe ESG issues, including workplace practices, will
impact the financial performance of their portfolios
will be concerned with how their managers identify
and manage these factors, how they integrate these
considerations into company valuations, whether their
proxy voting and engagement are in line with the
fund’s expectations and whether they disclose these
activities in a timely and meaningful way.

Investment consultants often play an important role
in manager selection and monitoring. Your consultant
may have their own rating framework, for example,
that can be helpful in identifying those managers that
are closely aligned with the fund’s beliefs and invest-
ment approach. It is important that asset owners ask
their consultants how ESG factors and responsible in-
vestment are integrated into these frameworks and the
advice they provide.

11
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Investors may incorporate decent work-related con-
siderations and expectations into manager selection
and monitoring. For example, investors may ask asset
manager candidates to respond to questions related
to management of ESG issues as part of the Request
for Proposal (RFP) process or in interviews with short-
listed candidates. The following are some questions
that asset owners might ask about a manager’s over-
all approach to responsible investment:

1. What is your firm's perspective on the potential
material impacts of environmental, social
and governance (ESG) issues on investment
performance?

2. Does the firm have a responsible investment
policy and/or a proxy voting and shareholder
engagement policy or other statement(s) laying
out the manager’s approach to responsible
investment? If so, does the policy reference
internationally-accepted norms, standards and
frameworks related to human and labour rights?

3. Whois responsible for the implementation
of the responsible investment policy and
strategies?

4. What data sources do you use to identify ESG
risks and opportunities including those related
to decent work?

5. What internal staff capacity do you have in place
to review and evaluate the ESG performance of
companies?

6. How are portfolio managers incentivized
in relation to their responsible investment
performance?

7. Canyou point to an example where ESG
and decent work issues had an impact on an
investment decision?

As part of on-going monitoring of asset managers,
investors have the opportunity to solicit specific in-
formation about their managers assessment of work-
place practices by portfolio companies as well as
their perspective on the importance of corporate
approaches to decent work for business outcomes.
The following are some questions that asset owners
might ask about a manager’s consideration of work-
place issues in their approach to asset selection and
stewardship. While many managers may not integrate
these considerations into their routine analysis, it is

important that asset owners continue to raise these
issues so that such analysis becomes a more regular
feature of investment management practices.

1. Do you assess company workplace practices
in company evaluations? For example, do
you analyze company data and disclosure
related to occupational health and safety,
compensation levels, workers’ rights, training
and development, workplace diversity and
worker participation? Can you provide examples
of any specific performance metrics that you
track in these areas? How do you assess the
relevance of these issues to a company’s long-
term performance?

2. Areyou currently monitoring any specific
companies in relation to their performance on
decent work? If so, which companies and why?

3. Are you aware of labour disputes involving any
of our holdings?

4. Have you discussed workplace issues with any
companies in our portfolio? If so, what were the
outcomes of those engagements?

5. Were there any decent work-related issues on
the proxy ballots of companies we held during
the period? If so, how was the issue analyzed
and how did you vote?

In monitoring asset managers, it is important that as-
set owners include in their investment management
agreement or contract their expectations regarding
the amount, frequency and type of information that
should be provided in their regular reporting on the
managers ongoing monitoring of material ESG issues
in their portfolio as well as voting activities and en-
gagement activities.

STEP Q

Use Your Voting Rights

The voting rights attached to most common shares
in your equity portfolio are a valuable fund asset and
deserve the same careful oversight applied to other
aspects of your portfolio. They are an opportunity to
enhance the performance of your investments and
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to support the priorities of your institution while pro-
tecting the long-term interests of your fund.

In Canada and the United States, there has been
growth in the number of shareholder resolutions on
the proxy ballots of publicly traded companies ad-
dressing ESG issues — including decent work. For ex-
ample, there were over 35 shareholder proposals on
the ballots of U.S. companies in 2017 addressing dif-
ferent aspects of inequality and decent work, includ-
ing pay equity, pay disparity and labour standards in
the supply chain.

A key question for fiduciaries is how did your fund
vote on these resolutions?

It can be overwhelming for governing boards to ef-
fectively monitor and oversee the execution of their
voting rights. However, there are several ways for in-
vestors to ensure that their voting rights are used in a
responsible and coherent manner, such as:

1. Develop proxy-voting guidelines that
incorporate the evaluation of ESG policies and
practices, including in the area of decent work
(See Box 3 for sample guidelines related to
decent work).

2. Askyour investment manager or proxy vote
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service provider to report on how they voted
on your behalf on a handful of key shareholder
resolutions.

3. Conduct a formal audit of your investment
managers’ voting record to help your fund
evaluate the alignment of voting decisions with
your principles and beliefs, the consistency
of voting between different managers on
similar issues and/or the performance of your
managers’ voting compared to peers and
governance leaders.

Box 3 provides an overview of model proxy voting
guidelines on decent work and labour standard relat-
ed themes. These guidelines are taken from SHARE's
Model Proxy Voting Guidelines, which were developed
for use by Canadian institutional investors and are
revised on an annual basis with direction from an
Advisory Committee made up of corporate gover-
nance experts and investors.” You may use these
model guidelines to compare with those of your
fund, investment manager or proxy voting service
provider. If gaps are identified in your fund’s proxy
voting guidelines, you may be able to encourage the
incorporation of broader guidance on decent work
or initiate a conversation on how voting decisions
would be made on decent work-related votes.
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STEP 9

Engage with
Portfolio Companies

A key vehicle for asset owners to communicate with
portfolio companies is through shareholder engage-
ment. Shareholder engagement may take the form
of letter writing, face-to-face meetings with company
management and/or directors, and filing shareholder
resolutions.

Asset owners can have a powerful impact when they
communicate their expectations to companies on how
ESG issues are managed. Improving workplace prac-
tices and implementing decent work strategies can
generate value over the long-term but they also have
short-term costs associated with them. It is particularly
important for long-term investors like foundations,
universities, religious investors and pension funds to
support company initiatives seeking to deliver long-
term performance, including investing in decent work.

A growing number of investors globally are actively
engaging with companies on different dimensions of
decent work including occupational health and safety,
supply chain labour standards and living wages. For
example, in the UK, an investor coalition organized by
ShareAction wrote to the FTSE100 companies asking
that they become accredited living wage employers. To
date, 31 companies have signed up to the accreditation
standard, agreeing to pay at least living wage rates for
all their staff, including those employed through con-
tractors on their UK sites.

In Canada, SHARE has been engaging with Canadian
Pacific and Canadian National railways on the issue of
worker fatigue. These dialogues emerged from a 2016
Watchlist report from the Transportation Safety Board
which highlighted worker fatigue as a priority concern,
citing fatigue as a contributing factor or as a risk in 23 of
its railway investigations since 1994. SHARE's research
identified that fatigue is often a result of shift schedul-
ing and work/rest rules. Through engagement, SHARE
has expressed shareholder expectations that manage-
ment engage in good faith negotiations with worker
representatives to address fatigue management and
shift scheduling, and to re-engage in collaborative ef-
forts to develop an industry-wide approach to fatigue
management together with unions, regulators and
company representatives.
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Collaborative Engagements
on Decent Work

Human Capital Management Coalition

The Human Capital Management Coalition is
a consortium of 25 global institutional inves-
tors representing $2.6 trillion in assets. The
coalition was formed to engage with global
companies to improve how human capital
management contributes to the creation of
long-term shareholder value.

Workforce Disclosure Initiative (WDI)

A lack of information from companies is one
of the key stumbling blocks that investors
face in challenging precarious employment
practices. The WDI brings institutional inves-
tors together to secure comparable work-
force reporting from listed companies on an
annual basis. Modelled on the CDP, the WDI
builds on existing reporting standards and
the data requested covers workforce com-
position, workforce stability, training and
development, and worker engagement. In its
first year, the WDI has 79 investor signatories
with close to $8 trillion in assets under man-
agement.

SHARE's Investing in
Decent Work Engagement

Investors participating in SHARE's Core
Engagement Program engage with over 50
companies on an annual basis on a range of
ESG issues, including our stream focused on
investing in decent work. SHARE's engage-
ments on decent work seek to remind boards
and management that shareholders value
investments in healthy and productive work-
forces and welcome company efforts to cre-
ate safe, diverse and rewarding workplaces.

PRI Collaborative Engagements

Signatories to the United Nations-backed
Principles for Responsible Investment (PRI)
have the opportunity to participate in collab-
orative engagements on decent work-related
issues in companies’ direct operations and
supply chains.



Another area of decent work where investors have
been active is in the area of labour standards in the
supply chain. In Canada, the Pension Plan of the
United Church of Canada, filed a shareholder propos-
al at Restaurant Brands International (RBI) asking the
board to report on the company’s process for identi-
fying and mitigating risks of child and forced labour
in the coffee supply chain. As a result of the proposal,
RBI has committed to developing a pilot verification
program at the farm level in 2018 and to conduct a
supply chain analysis including assessment of forced
and child labour in the coffee supply chain. Based
on these commitments from RBI, the Pension Plan of
the United Church of Canada agreed to withdraw its
shareholder proposal.

One of the major barriers to shareholder action on
decent work is that companies do not report fully and
reliably on a set of decent work metrics that would
allow investors to truly gauge how they are doing.
For this reason, many investors are seeking better
disclosure from companies in areas such as workforce
composition, worker engagement, training and de-
velopment and workforce stability. The Workforce
Disclosure Initiative (WDI), launched in 2017, brings
together nearly 80 investors with more than $8 tril-
lion in assets under management to secure compara-
ble workforce reporting from listed companies. In the
U.S., the Human Capital Management Coalition filed
a petition in August 2017 to the Securities Exchange
Commission requesting rulemaking on better disclo-
sure on a public listed company’s human capital.”
See Box 4 for more examples of decent work-related
shareholder engagement campaigns.

There are several options for governing boards to
consider in implementing a shareholder engage-
ment strategy. Common approaches include build-
ing in-house capacity, including engagement in
investment manager mandates or hiring a dedicated
service provider. Governing boards should consider
these questions when devising a shareholder en-
gagement strategy:

B What outcomes do we want to achieve as a re-
sult of our engagement efforts? For example, to
increase the number of retail companies respond-
ing to the Workforce Disclosure Initiative or to
develop policies related to increasing gender
diversity in senior management and reducing the
gender wage gap.

B What internal capacity do we have and what sys-
tems do we need to have in place to effectively

monitor and make decisions regarding engage-
ment activities?

B What opportunities are there for working with
like-minded investors to share the cost and ben-
efits of engagement?

ster

Address Decent Work
Issues Across Asset Classes

Historically, the consideration of decent work issues by
investors has focused almost exclusively on public eg-
uities. However, many investors recognize that workers
across their portfolios are integral to delivering long-
term performance and that opportunities exist to sup-
port decent work across asset classes. In light of this,
some investors have established policies and practices
to support decent work in the “alternative investment”
asset classes including real estate, infrastructure and
private equity.

For example, some pension funds have formed their
own real estate investment companies to deliver mar-
ket rates of returns while also supporting union jobs
and delivering other collateral benefits such as afford-
able housing and local economic development.® A
good Canadian example is Concert Properties. Concert
was established by a group of trade union and multi-
employer pension funds as a residential and com-
mercial real estate development firm. In addition to

Global Real Estate
Sustainability Benchmark (GRESB)

The Global Real Estate Sustainability
Benchmark (GRESB) assesses the ESG perfor-
mance of infrastructure and real estate assets
globally. GRESB has assessed nearly 1,000
property and infrastructure companies and
funds globally. The data collected can help
institutional investors to identify leading real
estate and infrastructure portfolios in terms
of their management of ESG issues, including
some aspects of decent work, and to engage
with their real estate and infrastructure ma-
nagers on opportunities for improvement.

‘\ SHARE VALUING DECENT WORK IN YOUR INVESTMENTS: A GUIDE FOR INVESTORS | 16



delivering market returns to its investors, the company
has a policy of using 100% union labour for construc-
tion on all of its properties. The results of this policy,
according to Concert, provide strong evidence that
good labour relations and fair wages raise standards
and lower risk in property development while generat-
ing strong financial performance for investors.?'

In addition to these approaches to real estate devel-
opment, some investors have adopted Responsible
Contractor Policies for their real estate and infrastruc-
ture investments, stipulating labour and employment
conditions for workers participating in either the con-
struction or operation of these assets. SHARE's Model
Property Services Code, for example, has been used
as a basis for engagement by Canadian investors with
property management companies, real estate invest-
ment funds and major property tenants to encourage
the incorporation of decent work considerations into
the contracting of property management such as
cleaning, security and maintenance.?” Similar policies
have been developed and applied to infrastructure
investing. For example, the Ullico Infrastructure Fund
has a strong responsible contractor policy which ad-
dresses union construction, union operations and
sourcing materials. The policy protects workers’ right
to freedom of association and honors pre-existing
collective bargaining agreements at all phases of an
infrastructure project.”

Many investors are also increasing their allocations
to private equity investments. While the integration
of ESG considerations into private equity investing
is still in the early stages, private equity offers an op-
portunity for asset owners to establish robust decent
work expectations because of the degree of control
the investor has in managing the asset. In addition,
some funds are starting to incorporate expectations
regarding how private equity managers address ESG
issues, including decent work, similar to their efforts
with investment managers in public equities.

The following are some sample resources that can be
used as a basis for discussion with your alternative
investment managers to see if they have, or would
consider adopting, similar policies to support decent
working conditions in the construction and mainte-
nance of real estate and infrastructure assets:

B Model Responsible Property Services Code
(Canada): http://share.ca/documents/
investor briefs/Social/2009/Responsible
Property Services Code EN.pdf
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B CalPERS Responsible Contractor Program:

https://www.calpers.ca.gov/docs/policy-
responsible-contractor-2015.pdf

Clean Accountability Framework Code of
Conduct (Australia): https://d3n8a8pro7vhmx.
cloudfront.net/cleaningaccountability/pages/1/

attachments/original/1482122597/20161219-
CAF-CodeOfConduct-web1.pdf?1482122597

Key Questions Regarding Decent
Work and Infrastructure
Investments

The Trustee Leadership Forum for Retirement
Security, a program of the Initiative for
Responsible Investment at Harvard University,
has compiled a detailed working document
of some of the key issues and questions for
trustees regarding infrastructure investments,
including questions related to decent work.

The following are some key questions that
trustees can ask their investment managers
in the context of allocations to infrastructure
investments and /or specific infrastructure
projects related to decent work:

B Has the investment manager adopted ro-
bust worker protections for construction,
operations and maintenance personnel?

B What is the track record of infrastructure
projects that we have exposure to on la-
bour, training, safety and health and the
use of responsible contractors?

B Does this project provide good jobs to
our community with collective bargain-
ing agreements and/or a project labour
agreement?

B Does this project erode current bargain-
ing units?

B How does this project provide training
and workforce development?

B Does this project privatize public sector
jobs?

Source: Infrastructure Investment: A Resource for Pension
Trustees, written by the Trustee Leadership Form for Retirement
Security, Initiative for Responsible Investment, Harvard Kennedy
School, available from: https://iri.hks.harvard.edu/files/iri/files/
tif_infrastructure resource for trustees 040417.pdf.
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Share Your Experience

If you have gone through some of the steps above, you likely have valuable information to share with other inves-
tors about your experience.

What has your institution achieved and what have you learned that may be helpful to others?

There are several ways to share and help others learn from your experiences, while also increasing the visibility of
decent work as an investor issue.

B Connect with the efforts of SHARE and the Atkinson Foundation through the
Valuing Decent Work Initiative https:/share.ca/issues/decent-work/.

B Look for opportunities to share your experience with your peers through
in dustry publications, newsletters and conferences.

B Participate in trustee networks such as the Global Committee on Workers’ Capital http://worker-
scapital.org, SHARE's Responsible Investment Leadership Program https:/share.ca and the Trustee
Leadership Forum at the Initiative for Responsible Investment at Harvard https://iri.nks.harvard.edu/
trustee-leadership-forum where you can contribute to ongoing conversations with fellow trustees on
the challenges and opportunities with addressing decent work in investment policy and practice.
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