INTERFAITH CENTER ON CORPORATE RESPONSIBILITY

INVESTOR SUPPORT FOR A LIVING WAGE FOR U.S. WORKERS

The undersigned investors, representing $4.5 trillion in assets under management and advisement, call
on U.S. companies to take steps towards the payment of a living wage to direct and contract workers, in
line with international human rights standards. Long-term investments in the workforce are good for
business, helping companies attract and retain talented employees, increase job satisfaction, and
improve worker performance. Wage increases for the lowest earners can also aid in addressing broader
systemic risks such as income inequality and gender and racial disparities in the U.S. labor market that
can have long-term societal and economic impacts.

What is a Living Wage and Why is it Important?

The Global Living Wage Coalition defines a living wage as:

The remuneration received for a standard workweek by a worker in a particular place sufficient to
afford a decent standard of living for the worker and her or his family. Elements of a decent
standard of living include food, water, housing, education, health care, transportation, clothing,
and other essential needs including provision for unexpected events.!

The concept of a living wage as a human right is recognized in multiple international treaties and
frameworks such as the Universal Declaration of Human Rights, the Preamble of the International Labour
Organization (ILO) Constitution, and the UN Sustainable Development Goals (SDGs).?

According to polls, “84% of Americans believe large companies have a responsibility to pay full-time adult
workers in frontline jobs enough to make ends meet."® 63% of voters believe workers need to earn more
than $20 an hour to have a decent quality of life, including 71% of Democrats, 56% of Republicans, and
63% of independent/third-party voters.*

! https://www.globallivingwage.org/about/what-is-a-living-wage/

2 https://www.ohchr.org/en/human-rights/universal-declaration/translations/english ;
https://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:55:0::NO::P55 TYPE,P55 LANG,P55 DOCUMENT,P55 N
ODE:KEY,en,ILOC,/Document ; https://sdgs.un.org/goals

3 https://justcapital.com/reports/across-political-divides-americans-agree-companies-should-prioritize-workers-
economic-security-driving-competitive-advantage/

4 https://www.dataforprogress.org/blog/2023/5/24/725-isnt-cutting-it-in-this-economy-voters-support-raising-
the-minimum-wage-to-20-per-hour
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CEOs of leading U.S. companies identified their employees as a priority stakeholder and voiced their
commitment to fair compensation and benefits in the Business Roundtable’s 2019 Statement on the
Purpose of a Corporation, and publicly support increasing the federal minimum wage.®

The Gap between the Minimum Wage and a Living Wage

The U.S. federal minimum wage has remained stagnant at $7.25 an hour since 2009. Given cost of living
increases, a worker earning the federal minimum wage today has effectively received a 28% pay cut.®

Addressing the issue of living wages is even more necessary today after the highest period of inflation in
four decades caused a substantial reduction in real wages for American workers.” Despite claims that
rising wages are a main cause of inflation, wages can continue to grow while inflation declines.®

Estimates show that in 2022, 51% of all the workers at Russell 1000 companies, who in total made up
about 15% of the employed populationin the U.S. in 2021, are not earning a family-sustaining living
wage.® MIT’s Living Wage Calculator estimates that “a single mother with two children earning the federal
minimum wage of $7.25 per hour needs to work 252 hours per week, the equivalent of almost six full-
time minimum-wage jobs, to make a living wage.”'° Even in the 30 states where minimum wages are
above the federal minimum wage,!! ranging between $8.75 per hour in West Virginia to $15.74 per
hour in Washington, these state minimum wages are still not living wages. 90% of Americans live in a place
where the living wage is $20/hr or more.*?

Direct employees and contract workers in traditionally low-wage retail, restaurant, hospitality, and gig
sectors are most likely to earn below the living wage.'® According to EPI, 21 million workers make less
than $15 per hour.* Shift reports that “56% of hourly service sector workers make less than $15 per hour
and 25% make less than $12 per hour across 66 large companies.” > While workers at these companies
earn sub-living wages, the CEOs take home extremely high pay, averaging $24.5 million in 2021, further

5 https://system.businessroundtable.org/app/uploads/sites/5/2023/02/WSJ BRT POC Ad.pdf | Excerpt:
“INVESTING IN OUR EMPLOYEES. This starts with compensating them fairly and providing important benefits. It
also includes supporting them through training and education that help develop new skills for a rapidly changing
world. We foster diversity and inclusion, dignity and respect.”; https://www.businessroundtable.org/policy-
perspectives/building-americas-tomorrow-ready-workforce/federal-minimum-wage-policy-2

% https://justcapital.com/news/3-charts-show-why-companies-should-regularly-raise-wages-to-match-inflation/
"https://fred.stlouisfed.org/gsraph/?g=Qzbt&utm source=newsletter&utm medium=email&utm campaign=newsl
etter_axiosmarkets&stream=business

8 https://fortune.com/2022/12/01/americans-wages-inflation-price-spiral-myth-matthew-nestler/

% https://justcapital.com/news/just-capital-and-new-data-partner-revelio-labs-find-about-half-of-russell-1000-
employees-do-not-make-family-sustaining-wage-in-2022/

10 https://livingwage.mit.edu/articles/103-new-data-posted-2023-living-wage-calculator

11 https://www.dol.gov/agencies/whd/mw-consolidated

2https://www.fastcompany.com/90872566/fight-for-15-hour-not-living-wage-time-
20#:~:text=By%20this%20yardstick%2C%2090%25%200f,short%200f%20the%20%2420%20threshold.

13 https://www.kff.org/report-section/double-jeopardy-low-wage-workers-at-risk-for-health-and-financial-
implications-of-covid-19-issue-brief/

1 https://www.epi.org/blog/workers-are-46-more-likely-to-make-below-15-an-hour-in-states-paying-only-the-
federal-minimum-wage/

15 https://shift.hks.harvard.edu/the-company-wage-tracker/
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exacerbating wage disparities.'® The AFL-CIO's Executive PayWatch analysis of 2022 executive pay at S&P
500 companies found an average CEO-to-median worker pay ratio of 272-to-1.17 Studies also point to the
rise of stock buybacks as a contributor to income inequality, as buybacks benefit top executives and
shareholders at the expense of investments in the workforce and innovation.!®

By contrast, in the United Kingdom, significant progress has been made in raising the minimum wage
closer to a real Living Wage rate (as determined by the UK Living Wage Foundation). A major factor in
driving this change has been the adoption of the voluntary real Living Wage rate by businesses and the
public sector, demonstrating the feasibility of implementing a higher base rate of pay. There is currently
agapof £1.58 between the UK Government’s “National Living Wage” for all workers over 23 years
old (£10.42 across UK), and the “Real Living Wage” as determined by the UK Living Wage Foundation (£12
across UK), and the gap is wider for London.*®

The Business Case for Paying a Living Wage

From a business perspective, companies have a lot to gain from ensuring a living wage for their employees.
While the assumption that paying a living wage will hurt a firm’s bottom line prevails, research suggests
that paying a living wage is a long-term investment that can yield significant business benefits. Productivity
increases when employees are motivated and incentivized. In The Case for Good Jobs, Zeynep Ton finds
that making meaningful investments in the workforce as part of a “Good Jobs Strategy” benefits
companies, their shareholders, and customers, while "paying workers low wages is actually very expensive
for companies.”?

e London employers who implemented a living wage experienced improved worker morale,
motivation, and productivity, better recruitment and retention, and reputational benefits beyond
their workforces.?!

e When comparing employer/employee performance in living wage and non-living wage
workplaces in Canada, living wage workers are more loyal to their employers, more engaged at
work, and have lower turnover.??

e In the U.S., despite raising the wages of its hourly and entry-level employees and dramatically
lowering their healthcare costs, PayPal’s profits grew 28%.%

16 https://shift.hks.harvard.edu/wp-content/uploads/2022/04/Company Wage Tracker 4 16.pdf | See table on
page 3 of the Research Brief

17 https://aflcio.org/paywatch/company-pay-ratios

18 https://corpgov.law.harvard.edu/2020/10/23/the-dangers-of-buybacks-mitigating-common-pitfalls/

19 https://www.livingwage.org.uk/what-real-living-wage | Note: The UK minimum wage, applicable to workers
between 18-23 years old, is lower than the “National Living Wage”, so there would be a larger gap between the
minimum wage and the real living wage for younger workers.

20 https://justcapital.com/news/zeynep-ton-case-for-good-jobs-worker-investments-higher-returns-
2023/#:~:text=But%20the%20reality%20is%2C%20human,actually%20very%20expensive%20for%20companies
21 https://www.london.gov.uk/sites/default/files/gla_migrate files destination/archives/mayor-economic_unit-
docs-living-wage-benefits-summary.pdf

22 https://www.randstad.ca/employers/workplace-insights/talent-management/the-benefits-of-paying-your-
employees-
well/#:~:text=higher%20wages%20mean%20staff%20turnover%20decreases&text=Employees%20are%20now%20
forced%20to,t0%20stay%20with%20their%20employers.

2 https://www.inc.com/minda-zetlin/paypal-wages-ndi-profits-growth-dan-schulman.html
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e Lower turnover following wage increases can also lead to cost savings; an increase in wages at the
San Francisco airport led to a turnover decline of 34%, or a savings of $6.6 million per year.?*

On the other hand, failing to create workplaces where all workers are engaged and their basic needs are
met may expose companies to significant reputational and financial risk. This includes operational
disruptions and costs incurred from high turnover, employee unrest, and labor shortages; reputational
erosion and loss of consumer confidence and trust; worsening product and/or service quality; and even
litigation and regulatory action.

How Living Wages Address Systemic Inequality

The social and economic benefits of living wages are consequential, and those benefits reverberate
throughout society, the economy and by extension, diversified portfolios. Living wages reduce working
poverty, which in turn helps tackle systemic inequality. These benefits are well-documented:

e “Closing the living wage gap worldwide could generate an additional $4.56 trillion every year
through increased productivity and spending,” increasing annual GDP by more than 4%.%

e Income inequality slows U.S. economic growth by reducing demand by 2 to 4%.2°

e A 1% increase in inequality leads to a 1.1% per capita GDP loss over a 5-year period.?’

e Gender and racial gaps created $2.6 trillion in losses to U.S. GDP in 2019.2% Eliminating racial
disparity would add S5 trillion to the U.S. economy over five years.?

Particularly within the U.S. context, where deeply ingrained inequalities based on race and gender
continue to persist, living wages are a practical solution to issues of systemic inequality. For low-wage
sector workers, raising wages can create a more level playing field and improve the livelihoods of women
and people of color, who make up the majority of this workforce.?° Some studies also suggest a correlation
between wage increases for low-income workers and improved health outcomes for workers and their
families.?! For companies that make commitments to racial justice, gender equity, and human rights,
following through on these pledges requires investment in the wages of workers.

Steps for Companies

To generate the benefits outlined above and demonstrate a commitment to ensuring that direct
employees and other workers who participate in the company's business operations are paid living wages
in accordance with international human rights standards, we implore each company to work
constructively with all workers as well as labor unions, and franchisee, and subcontracted operations, to

24 https://laborcenter.berkeley.edu/living-wages-and-economic-performance-the-san-francisco-airport-
model/#:~:text=Following%20implementation%200f%20the%20QSP,0f%2010%20percent%200r%20mor
e

25 https://tacklinginequality.org/files/introduction.pdf ; https://www.statista.com/statistics/268750/global-gross-
domestic-product-gdp/

26 https://www.epi.org/publication/secular-stagnation/

27 https://www.pionline.com/sponsored-content/facing-hard-truths-material-risk-rising-inequality

28 https://www.frbsf.org/our-district/about/commitment-to-
equity/#:~:text=Racial%20and%20ethnic%20inequities%20cost,inequity%20will%20continue%20to%20grow

29 http://citi.us/30lxWHO

30 https://www.oxfamamerica.org/explore/countries/united-states/poverty-in-the-us/low-wage-map-2022/

31 https://www.urban.org/sites/default/files/2022-07/How%20the%20Minimum%20Wage%20Affects%20Low-
Wage%20Workers%20and%20Their%20Families%20v2.pdf
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increase wages to a living wage. We also encourage individual companies to prioritize the following short-
and long-term steps to increase investors’ understanding of company wage practices and progress toward
paying living wages to their direct employees and contract workers:

1. Adopt and disclose a policy and strategy that makes clear the company’s commitment to take steps
towards paying its workers a living wage, as differentiated from a fair, market, minimum, or legally
compliant wage, and inclusive of lobbying alignment. Periodically disclose progress toward meaningful
implementation of the policy;

2. End the payment of subminimum wages;*
3. Disclose wage-setting strategies and compensation metrics, including;

® Wage gap analysis detailing the number of workers (full-time, part-time, and contract workers)

below a living wage, how far these workers are below a living wage, and the living wage

benchmark/methodology used to determine this and related living wage metrics.>?

Median employee wage, with a detailed explanation of which employees are covered.

Lowest starting wage and how many workers earn this amount.

Percent of third-party contracted workers.

Quantitative adjusted and unadjusted median racial and gender pay ratios across all employees

including all components of compensation.

e Benefits (e.g. healthcare, childcare, commuting subsidies) workers receive as part of their total
remuneration.

e Employee turnover data broken down by worker type.

e Data on collective bargaining coverage.

4. Perform and disclose cost-benefit analyses of wage increases, focusing on both the short-term and long-
term costs/benefits;

5. Expand the scope of the board’s compensation committee to include oversight of compensation
practices for all levels of employees and contract workers, not just executives, and amend the board
committee charter to formalize this responsibility and disclose how the company is addressing the gap
between CEO pay and median worker pay;

We understand that, given the substantial gaps between current company wages and living wages,
meeting a living wage benchmark will take time. However, with earnest commitment, recognition of the
long-term benefits, and leadership on the issue, companies can lead and spur change. We encourage all
companies to consider these disclosure requests and expect that companies will act within a reasonable
but expeditious timeframe, demonstrating their progress routinely and transparently.

32 A “subminimum wage” is a wage paid that is less than the federal or state-mandated minimum wage. Federal
law allows companies to pay less than the legally mandated minimum wage to certain groups of workers.

33 For example, Living Wage for US provides freely available living wage data by commuting zone at
https://livingwageforus.org/
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