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CONTEXT: THE UK  
LABOUR MARKET 

The UK labour market, outwardly successful 
and buoyant, masks some significant 
structural challenges. 

Enjoying effective ‘full employment’, with 
unemployment at a historic 42 year low,  
the UK’s resilient employment rate now stands  
at an impressive 74.6%. 

However, the types of job created have been 
most markedly in the low-pay service sector,  
with the result that real wages in the economy 
are expected to be no higher in 2022 than  
they were before the financial crisis in 2008. 

A low-pay sector economy exacerbates the 
growing productivity crisis in UK employment, 
with 10% now subject to precarious, insecure 
work. New types of employment, as we shall 
show, has led to a disproportionate transfer 
of risk from employer to employee, in terms 
of rights, benefits and security. The new ‘gig’ 
economy avoids the payment of employer 
national insurance by claiming that ‘contracted’ 
individuals are ‘self-employed’. 

This is the context for the UK Government’s 
review into the future of work and the rights  
of workers, and for our examination of social 
justice in work.
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AMITY INSIGHT:
THE FUTURE OF WORK
By Neville White 
Head of SRI Policy & Research, 
EdenTree Investment Management Limited

In November 2016 the UK Government launched 
a wide-ranging review of ‘Modern Employment 
Practices’ that would seek to be the most 
comprehensive survey of the modern labour 
market. What lies behind the Government’s 
concern is the subject of this Amity Insight. 

Work is at a crossroads. Technology, the 
instrument of so much that is positive in modern 
life, may also be the instrument of far reaching 
automation that puts the survival of human work 
itself in doubt. At the same time, technology has 
facilitated new types of labour in the ‘gig economy’ 
that is nimble, flexible, insecure and unpredictable. 

15% of the UK labour market is now defined as 
‘self-employed’ especially in the area of short-term, 
insecure, casual ‘gigs’, ‘contracted’ via the ‘app 
economy’. Typically, and most visibly, these include 
driving, delivering and DIY tasks. The exponential 
growth in disruptive labour has left legislation 
and regulation behind, with many struggling to 
make a living in a low-wage environment with few 
structured benefits and securities. 

As responsible investors we write frequently on 
the ‘E’ and ‘G’ in ESG (Environment, Social and 
Governance), but the ‘S’ – the social impact of 
business and investment, often gets overlooked. 
For one thing it is hard to measure. As we show, 
the 19th and 20th centuries witnessed the long 
march of legislative protection for workers – from 
outlawing the worst incidents of child labour 
in Victorian times, to the struggle for equality 
more recently. These issues matter – and should 
matter for investors. 

In this Insight, we consider the twin pressures 
facing workers: growing automation and low-
wage-poor conditions. We explore why we 
support businesses adopting the Living Wage, 
and take a first look at how companies are 
reporting under the Modern Slavery Act.

As global investors we write frequently on global 
economic sustainability. We make no apologies 
for this Insight focusing unusually on the UK 
labour market as it stands at a crossroads. As 
ever we hope you enjoy reading this Insight, and 
welcome any feedback.  

Reduced working hours for 
children in cotton mills

HEALTH AND MORALS OF 
APPRENTICE ACT 

World’s first Act to regulate 
hours and conditions for 

children  

COTTON MILLS AND 
FACTORIES ACT 



CONTEXT: THE UK  
LABOUR MARKET 

Stressful work with low levels 
of flexibility and autonomy is a 
critical factor leading to hundreds 
of thousands of workers dropping 
out of employment every year.

Matthew Taylor, Chairman 
Government Review of Modern Employment Practices
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Throughout the British Empire 

ABOLITION OF SLAVERY

Transportation to Australia 
for ‘combining’ to form  

a trades union 

TOLPUDDLE MARTYRS

To prevent accidents; working 
week set at 60 hours a week

MILL MACHINERY 
REQUIRES GUARDS

Child labour under 9 abolished; 
hours regulated to no more than 

12 a day (aged13-18) 

FACTORY ACT

Source: Office of National Statistics
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THE BUSINESS CASE 
FOR ‘DECENT WORK’

GOALS
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SUSTAINABLE 
DEVELOPMENT

17 GOALS TO TRANFORM OUR WORLD

TUC FOUNDED IN 
MANCHESTER

Compulsory education 
for children up to 10

London Dock Workers 
strike for better working 

conditions

CHILD LABOUR UNDER 10 
MADE ILLEGAL 

LONDON MATCH 
GIRLS STRIKE

MINIMUM WORKING AGE 
RISES TO 12

The eighth Sustainable Development Goal 
(SDG) sets the global goal for ‘inclusive and 
sustainable economic growth, employment 
and decent work for all’. The SDG specifically 
seeks to encourage micro-small- and medium- 
sized enterprises to protect labour rights, 
secure working conditions for all, and promote 
equal pay for equal work. It also sets a goal for 
reducing the proportion of young people outside 
of employment, education or training – in Greece 
45.2% of 18-25s are unemployed; the EU 
average is 17.3%. 

The SDG also seeks to eradicate forced labour, 
modern slavery and human trafficking, and to 
end child labour in ‘all its forms’.

The international benchmark for labour rights 
and working conditions are the ILO (International 
Labour Organisation) Conventions. The ILO was 
founded in 1919 and is an agency of the United 
Nations, with 187 member states.  

Its eight main conventions cover forced labour, 
freedom of association, collective bargaining, 
discrimination, minimum working age and child 
labour. Together they form a body of international 
labour law ratified by member states. 

The ILO insists that labour is not a commodity, 
and the Conventions exist to be focused on 
improving human life as manifested through the 
aspiration of ‘decent work for all’. The context 
is the sobering fact that in the developing 
world more than a third of people in work exist 
in extreme or moderate poverty, whilst in the 
developed world, 15% of those in work earn  
less than 60% of median earnings. 



More than one in five workers in the UK, some 7.1m people face ‘precarious 
employment’ in that they could lose work suddenly and without protection. 
The types of precarious work include temporary and casual work, zero-hours 
contracts and agency work. So called ‘self-employment’ and zero-hours contracts 
have increased significantly over the last decade.

905,000 workers in the UK are now on zero-hours contracts, with around 10% of 
employers having at least some employees on these types of flexible contracts.  
40% of employers with at least 250 employees made some use of zero-hours 
contracts, compared with small and start-up companies.  

The service sector has become particularly vulnerable to precarious work, with 
nearly 30% of workers in hospitality (accommodation and food) on a zero-hours 
contract, and 25% in social care.  

THE BUSINESS CASE 
FOR ‘DECENT WORK’

THE RISE OF 
PRECARIOUS WORK

Workers on zero hours contractSelf-employment Agency workers
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THE RISE OF PRECARIOUS WORK

1908/11

OLD AGE PENSIONS ACT

National Insurance Act – 
pensions, unemployment 
insurance etc. introduced

1946

NATIONAL INSURANCE 
ACT 

Creation of the ‘Welfare 
State’ – universal 

unemployment benefit

1970

EQUAL PAY ACT 

Mandated equality of 
earnings for the same 

work 

1975/76

EMPLOYMENT 
PROTECTION ACT

Paid Maternity Leave; 
Sex Discrimination Act 
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Source: Resolution Foundation/Office of National Statistics



The benefits to these types of arrangements 
are variously defined as providing flexibility 
for the worker (there is evidence zero-hours 
contracts are popular with students), the ability 
to manage peaks (and troughs) in demand 
efficiently for the business; cost benefits of 
not paying for minimum hours worked and 
reducing agency costs. Downsides have been 
shown to include anxiety, stress and uncertainty 
over income sustainability; the absence of 
earnings visibility over time; inability of the 
worker being able to plan working needs; the 
use of exclusivity clauses by companies which 
demand availability without compensation,  
and unequal benefits between permanent  
and zero-hours staff.

The downsides overall have been articulated as a 
disproportionate transfer of risk from the employer 
to the individual via precarious contracts that have 
limited rights and benefits attached. 

TUC analysis has shown that an average worker 
earns 50% more an hour than an individual on 
a zero-hours contract; surveys show that nearly 
40% of zero-hours workers would like to work 
more hours, with 75% recording that their hours 
worked vary each week. The overwhelming 
reason for the rise of precarious forms of 
employment is difficulty in finding permanent 
work, rather than through choice – 61% of men 
and 63.2% of women working zero-hours put 
this as the main reason – only 11.5% claimed 
choice as a reason. 
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1989

Occupational health 
and safety protection 

EU SAFETY AND HEALTH 
AT WORK DIRECTIVE 

1993

Limits maximum hours 
worked (UK opt out)

EU WORKING TIME 
DIRECTIVE

1999

Set at £3.60 for 
workers over 22

INTRODUCTION OF NATIONAL 
MINIMUM WAGE

2009

UBER FOUNDED 

0%

PEOPLE ON ZERO-HOURS CONTRACTS BY INDUSTRY AS A SHARE OF ALL 
PEOPLE ON ZERO-HOURS CONTRACTS. 

5% 10% 15% 20% 25% 30%

Accommodation and Food

Health and Social Work

Wholesale and Retail

Transport, Arts, Other Services

Education

Admininistration and Support Services

Production including Agriculture

Information, Finance, Professional

Public Administration

Construction

April to June 2016, Labour Force Survey, ONSSource: Office of National Statistics
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THE GIG ECONOMY
What has come to be called the ‘gig 
economy’ is best defined as a labour market 
characterised by short-term contracts or 
freelance work in which participants are 
paid per ‘gig’ worked. In these situations 
workers are typically classed as independent 
contractors with no labour rights protection 
against unfair dismissal, redundancy or the 
right to the minimum wage. The gig economy 
has been facilitated by ‘app’ technology in 
which the company matches the demand 
for something (a driver, a delivery) with a 
freelance provider. At the high end, gig 
contractors can earn substantially owing  

to the demand for their expertise (scientific, 
technological or creative). However, at the  
low-skilled end, the sector is defined by the 
likes of ride-hailing drivers (Uber), takeaway 
couriers (Deliveroo) and freelance DIY labour 
(Task Rabbit).

As a supplement to other earned income, the 
gig economy can boost income for many of the 
1.3m workers engaged in the sector; however 
it does not provide secure employment, and 
alone can exacerbate poverty in work, stress, 
ill health and anxiety. 

Income has been found to be hugely variable; whilst median income per hour for a delivery 
courier might be £6 per hour, a significant proportion of the survey earned £3 or less.  
Nearly 70% of jobs in the hospitality sector, by way of example, pay below the living wage,  
and represent 20% of all low paid jobs in the UK. As ‘freelance’ contractors, statutory minimum 
wage rates do not apply, again emphasising the ‘transfer of risk’ from employer to job-holder. 

PROPORTION OF GIG ECONOMY WORKERS WHO SAY THAT OVERALL  
THEY GET ENOUGH WORK ON A REGULAR BASIS WORKING IN THE  
GIG ECONOMY (%)

2010

Provides equal rights 
for agency workers 
and permanent staff

AGENCY WORKERS 
REGULATIONS

GIG ECONOMY WORKERS, BY AGE

GIG ECONOMY 
WORKERS MEN WOMEN 18-29 30-39 40-49 50-49 60-70 LIVING COMFORTABLY/ 

DOING ALRIGHT
FINDING IT DIFFICULT/

VERY DIFFICULT 

YES 26 30 23 24 29 28 24 30 38 10

NO 60 57 64 64 55 58 63 61 47 79

DON’T 
KNOW 13 13 13 12 16 14 13 8 16 11

2016

UK GOVERNMENT ENQUIRY

The Future of Work and 
Rights of Workers

2013

DELIVEROO FOUNDED 

2015

MODERN SLAVERY ACT 

2016

2.9% of the 
workforce

OVER 900,000 WORKERS 
ON ZERO HOURS 

CONTRACTS IN THE UK

2. Source: cipd.co.uk
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WHAT CORPORATE GOOD
PRACTICE LOOKS LIKE
At EdenTree ‘employment and labour’ is one of our nine positive pillars, and we look for companies with 
business models that support positive and progressive labour and employment practices, particularly 
in sectors vulnerable to ‘gig economy’ type practices. 

MEARS

Mears (Amity UK and Amity Global Equity Income) care 
division avoids the use of zero-hours contracts. The level of 
flexibility does not work for the company as they are committed to 
a level of care that is built around quality. The company provides 
high-quality care for older, frail and disabled people, usually in their 
own homes to support independent living. Care is a particularly 
challenging area for responsible investors, but Mears consistently 
ranks amongst the best in terms of service quality. 

HOTEL CHOCOLAT

Hotel Chocolat (Amity UK) consulted 240 colleagues on 
zero-hours contracts on whether they were happy with these 
arrangements. The company found that half were, but half 
were not. Nearly all of those who were not content have 
been offered permanent contracts with minimum set hours. 
Hotel Chocolat has 84 stores in the UK and has a strong 
responsibility framework running through the business. 



Earn less
National Living 

wage

in the North East

than

75%This 
ris

es
 to
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FOCUS: THE PROBLEM OF CARE
The care sector is particularly susceptible to ‘poverty in work’ syndrome. 43% of care workers in 
England (341,000 people over the age of 25), earn less than the National Living Wage – this rises to 
75% in the most impoverished region, the North East. Overall, 8.5% of the workforce (2.3m people) 
benefit from regulating minimum wages.  
However, as much social care provision is provided by local authorities with severely distressed 
budgets, there has been a ‘race to the bottom’ in pay and conditions for those workers caring 
for the most frail and vulnerable in society. For EdenTree, care remains a complex investment 
proposition where there is material risk around reputation, abuse, low pay and low skills. We can 
only invest in the sector with considerable caution. 

GREENSLEEVES

One position we have taken is in the Greensleeves Homes 
Trust Bond (Amity Sterling Bond). Greensleeves is an award 
winning ‘not for profit’ care charity, which operates 18 residential 
care homes that are 75% privately funded; 25% constitute local 
authority referrals. Overall care performance is above average 
for the sector, with a model developed around high quality staff 
all paid above National Living Wage levels. There is little reliance 
on agency staff as the company develops its people to stay over 
time. Consequently, staff turnover is below sector average (14.8% 
versus 21.7% nationally) and the ratio between care staff and 
patients is high. 

25
341,000 
Age

over the
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TOWARDS A NATIONAL 
MINIMUM WAGE IN THE UK 
The concept of a National Minimum Wage (NMW) 
is not new. As long ago as 1909, Winston Churchill, 
whilst President of the Board of Trade in the Liberal 
Government (1908-1916), introduced ‘Wages 
Councils’ to set minimum wage rates in ‘sweat 
trades’. This system of regulated wages in some 
industries lasted until 1992, when the Conservative 
Government (1990-1997) abolished the remaining 
26 Councils. Between 1992 and 1997, there was 
effectively no wage floor in the UK (except in 
agriculture) and some very low rates of pay were 
observed as a result. As debate grew around the 
concept of a statutory national minimum wage, 
most economists at the time were hostile to the 
concept, alleging that socio-political intervention 
in labour markets would risk job losses. 

However, the Equal Pay Act (1970) hinted this 
might not be so. The 1970 Act faced similar 
hostility as it proposed equal pay for equal 

work. The Act ended a market iniquity against 
female workers, but did not, as forecast, destroy 
jobs. Both female hourly earnings and female 
employment increased over time. 

Because labour markets are not perfectly 
competitive, they tend to absorb shocks over 
time. Typically employers oppose wage controls 
being imposed, but then go on to absorb any 
impacts. Minimum wages are useful tools for 
eradicating the worst effects of poverty in work, 
and in 1997, the incoming Labour administration 
(1997-2007) created the Low Pay Commission 
and introduced a legal National Minimum Wage 
– the first since 1909.

This was cautiously set at a level designed to 
garner business support without leading to 
market disruption; the first NMW came into effect 
in 1999, and was set at £3.60ph. 

Rt. Hon. Winston Churchill, MP 
1909

It is a serious national evil that any class of His 
Majesty’s subjects should receive less than a living 
wage in return for their utmost exertions. 
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Over time, the NMW has had a marked effect on improving median hourly earnings relative to the 
market average; in 1998 it was set at around 47% of average median hourly earnings, and had 
reached 55% by 2014. 

Despite progress over its first decade and a half, the UK still has among the lowest NMWs in the developed 
EU – for instance €1,498.00 per month in Germany compared to €1,433.82 per month (equivalent) in the 
UK. However, the concept has not been encouraged everywhere; ten countries in Europe, e.g. Denmark, 
Austria and Sweden, are without statutory minimum wage levels.
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FOCUS: DIVERSITY

OUR APPROACH TO SUPPORTING DIVERSITY

There is considerable academic evidence that Boards are more effective when there are a variety 
of voices, opinions and expertise present so as to avoid ‘group-think’. Improving Board diversity 
has become an important consideration for investors. 

The Davies Report ‘Women on Boards’ set a voluntary target for the FTSE100 to achieve 25% 
women on Boards by 2015. As a result of this challenge, gender diversity has improved from 
12.5% in 2011 to 26% in 2016. The UK remains committed to voluntary targets rather than 
quotas (unlike countries such as Norway). However, the main increase achieved has been in 
the appointment of female non-executive directors, so renewed emphasis is now on executive 
talent and pipeline. 

The Hampton-Alexander review (successor to Davies) has set a new target of 33% female 
representation by 2020 – extended to FTSE250 companies. FTSE100 companies are additionally 
challenged to have 33% female representation on Executive Committees and in their direct 
reports by the same deadline. This squarely places the emphasis on enabling female talent.   
This target will be a huge challenge, given currently only 19.4% of Executive Committees  
(where disclosed) is female. 

UK disclosure rules around the gender pay gap came into force in April 2017. Under these 
requirements companies will need to disclose a range of pay data such as the mean and median 
gender pay gap.

Although unequal pay for doing the same job has been illegal since 1970 (as we have seen), 
the overall pay gap stands at 18% in the UK – although the way this is calculated has been 
open to question. 

We have placed support for genuine diversity at the heart of our 
engagement with business since 2015. As a result of identifying 
laggards, we engaged with eight FTSE100 companies that had 
failed to meet the 25% target set by the Davies Report. In 2016 
we engaged with 15 FTSE350 companies.

We have fully integrated diversity into our UK Corporate 
Governance Policy (available at www.edentreeim.com) and 
will vote against the Chair (or members) of the Nomination 
Committee where meaningful progress has not been made. 

Our quarterly voting reports contain a section on FTSE100 diversity, and from the second quarter 
of 2017, engagement targets identified among the FTSE250. We will be taking forward focused 
engagement with FTSE250 targets in the autumn in readiness for the 2018 proxy voting season. 

We are members of the 30% Club and collaborate with other like-minded investors to support 
progress towards companies meeting the Hampton-Alexander objectives. 



INTRODUCING COMPLEXITY: 
THE NATIONAL LIVING WAGE 
The 2015 Budget introduced the concept of a National Living Wage. From April 2017, those aged 
over 25 must legally be paid the enhanced rate of £7.50 an hour – a premium of 45p per hour 
more than those under 25 on the NMW.  

Ap
ril

 2
01

7

National 
Living 
Wage

NLW
Per H

our b
y

£9.0
0

Over

25

2020

More
 th

an45
p

exp
ec

ted
 to

 

incre
ase

 to

The Office for Budget Responsibility (OBR) estimates the National Living Wage would increase 
total compensation by just 0.1% and is therefore affordable, but businesses have complained it 
will put jobs under pressure and increase costs for consumers, ultimately creating inflation risk. 
Whilst giving a pay boost to many, it introduces an arbitrary age differential whereby a worker 
aged 24 performing the same tasks as one aged 25 will incur a £1.10 per hour deficit by 2020. 
For those aged 18-20 the differential deficit increases markedly by up to £4 per hour. 

The current structure of the National Living Wage raises the real prospect of enduring poverty 
among the young. Whilst some companies will not age-bar so that all workers doing the same 
job receive the higher rate, others will apply a strict over-25s policy (and risk ‘in work’ tension 
between individuals). Although the effects are as yet unknown, stagnating wage levels under the 
NMW coupled with increased costs for the over 25s, could drive more young people into the gig 
economy. As employers absorb the higher costs implied by the National Living Wage we have 
also seen some companies reducing benefits and overtime thereby driving overall wage levels 
down (e.g. Marks & Spencer and Kingfisher owned B&Q). By 2020 the OBR expects 7% of the 
workforce to be on the National Living Wage suggesting that it will become the ‘default rate’ at 
which workers get permanently ‘stuck’ – evidence for this comes from research that shows 13% 
of workers had been on the NMW for over a decade.

The National Living Wage is expected to increase to £9ph by 2020 to reach 60% of median 
hourly earnings. Its introduction saw a pay boost of around 10.8% for 2.7m workers.  
If achieved by 2020, this will place the UK in the top tier of OECD countries in terms of 
statutory pay rates.
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SUSTAINABLE INCOME: 
THE LIVING WAGE

The long journey to provide minimum income standards has been won. All the major global financial 
institutions now acknowledge minimum wages incentivises against in-work poverty as part of the 
objective of ‘decent work for all’. 

However, minimum wages are predicated on the minimum required to prevent market disruption, 
rather than on the amount required for a family to live. The National Living Wage adds complexity 
but does not essentially change this dynamic. The concept of a Living Wage gained traction as a 
grass roots movement to alleviate in work poverty and provide a reasonable standard of living – it is 
therefore not based on affordability so much as fairness and social justice, and it is not age barred.

In 2005, the Living Wage was adopted by the Greater London 
Authority (GLA) and has been championed by each successive 
Mayor of London. Rates are set independently and without age 
discrimination – any worker over 18 is covered by Living Wage 
rates, which are defined as ‘London’ and ‘National’. The London 
Living Wage currently set at £9.75 an hour is at a substantial 
premium to both the NMW and the National Living Wage. 3,000 
employers, including 31 FTSE100 companies, representing 
150,000+ workers are Living Wage accredited. Young people 
are particularly well supported by the Living Wage formula. 

Ecclesiastical Insurance Group (parent of EdenTree Investment Management) is an accredited 
Living Wage employer. Going beyond the minimum necessarily recognises that the statutory 
rates are market related instruments and may not be enough to live on.

Joint Report of the IMF, ILO, OECD and World Bank

A statutory minimum wage set at an
appropriate level may raise labour force 
participation at the margin without adversely 
affecting demand, thus having a net positive 
impact especially for workers weakly attached 
to the labour market. 

Foundation

14 Amity Insight July 2017



National Grid Group 

ITV

We believe that everyone should be 
appropriately rewarded for the vital work we 
do to safely and reliably connect people to the 
energy they use.

The Living Wage is a route to encouraging 
social mobility and access to the industry, 
particularly in higher cost of living locations.

31 FTSE100 COMPANIES ARE NOW LIVING WAGE EMPLOYERS
Wider business benefits to the Living Wage include reduced absenteeism and sickness 
and improved productivity. More than 80% of Living Wage employers have reported 
improved staff morale and performance. 

Low pay makes it impossible for workers to participate fully in family and community 
life; the Living Wage contributes positively to reduced worker poverty and increased 
economic activity through higher spending. 
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There is no globally agreed definition of Modern Slavery, however there is broad agreement that 
it encompasses:

In international law the main source text is the UN Convention on Transnational Organized Crime 
(2000), which includes the Protocol to Prevent Trafficking in Persons. This entered into force in 2003 
and is the first binding agreement to tackle the phenomenon of Modern Slavery. In 2016, the UN Office 
on Drugs and Crime (UNODC) Report on Trafficking in Persons found:

No country was found to be immune from trafficking in persons, with more than 500 different flows 
observed in the period 2012-2014. The majority of trafficked victims emanate from Sub-Saharan Africa, 
East Asia and Eastern Europe. The majority are women and children, and increasingly the main reason 
is for labour reasons rather than sexual exploitation. The International Labour Organisation (ILO) 
estimates the profits from trafficking to be around $150bn annually – placing it second to narcotics in 
the value of the illegal economy. Estimating the number of people exposed to trafficking is problematic; 
the 2016 Global Slavery Index estimated 45.8m people to be caught up in Modern Slavery, with 
around 1.1m new victims per year. Conservative estimates of those caught up in forced or bonded 
labour number some 20.9m. UNICEF estimates 1.2m annual victims are children. 

Modern Slavery is a global challenge and the UK is not immune. The latest figures from the National 
Referral Mechanism identified 901 victims in one quarter alone (June-Sept 2016) and 11,700 people 
estimated to be exposed overall. These originated from 72 territories, showing the global sweep of 
the activity. Sadly, the traffic in people is growing: 2015 saw 3,266 individuals identified as victims of 
trafficking in the UK compared to 911 in 2011.

 Bonded Labour 

Forced Labour

38% victims 54% victims 8% victims

Descent Based

Trafficking

people forced to work for nothing 
to repay loans; debt related  

people forced to work as a result of 
violence or intimidation

trafficked for forced labour trafficked for sexual 
exploitation

trafficked for other reasons, 
e.g. organ trafficking

people born into slavery  
because of their caste or tribe

exploitation, violence, deception or coercion 
for domestic, sexual or criminal reasons

FOCUS: MODERN SLAVERY
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Human Rights is a core criterion for inclusion 
in the Amity Funds. Our process supports the 
Universal Declaration of Human Rights and 
the UN Guiding Principles of ‘Protect, Respect 
and Remedy’. More information on our 
approach can be found in our Amity Insight; 
Human Rights: Human Wrongs – An Emerging 
Corporate Risk’.

Companies operating in high impact sectors 
must be able to demonstrate adequate 
policies and processes surrounding supply 
chain risk. We will monitor UK corporate 
disclosures under the Modern Slavery Act, 
with potential engagement focused on: 

OUR APPROACH TO MODERN SLAVERY

The Modern Slavery Act 2015 is the UK’s legislative response to tackling human trafficking. 
The Act consolidates existing law and creates an anti-slavery commissioner. 289 offences were 
prosecuted under the Act in the first year. Lobbying by investors (including EdenTree), saw 
the ‘Transparency in Supply Chain Provisions’ included in the final legislation. These require 
companies with turnover exceeding £36m to publish an annual statement to confirm the steps 
taken to ensure Modern Slavery is not taking place within the supply chain. Although the 
requirement contains no prescription or sanction, it is felt over time, companies will report fully on 
supply chain auditing as far as the potential for trafficking is concerned. The central database on 
responses already exceeds 18,500 published statements – the largest register in the world. 

A broad assessment of Modern Slavery human 
rights risk in the supply chain 

Corporate preparedness for dealing with 
material trafficking risk 

Prevalence of Modern Slavery including child, 
bonded or forced labour in the supply chain

Agricultural produce and apparel will be 
particular areas of focus

Companies may be excluded from investment 
under the Human Rights positive pillar because of:

• Poor overall monitoring standards or  
absence of disclosure

• Prevalence of complicity in human rights 
violations

• Systemic sanctions busting

• Operations in oppressive regimes or  
disputed territories with heightened risk
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AUTOMATION: THREAT OR OPPORTUNITY?
The digital revolution that has already seen whole industries transformed is gathering pace. 
The harnessing of ever faster data processing speeds has enabled the globalisation of 
capital, goods and services, as well as the fluid movement of people, all in order to pursue 
lower input costs and enhance competitiveness. 

As automation escalates, some commentators are suggesting that the future of work itself is at 
risk from next generation technologies including artificial intelligence. 

A recent PwC survey suggested that 10m jobs are now under threat from intelligent automation, 
and that this could happen within 15 years. In aggregate 30% of jobs were put at risk, but in 
some sectors as many as half could disappear. Clearly technology breeds new opportunities 
in work and enables new skills to emerge; however, there could in all reality be a large surfeit 
of excess labour across the workforce. Men in particular are disproportionately affected by 
automation – 35% compared to 26% for women.

The Observer 9th October 2016

Automation and globalisation are combining 
to generate a world with a surfeit of labour 
and too little work. A job – apart from family, 
the most important piece of social infrastructure 
– can no longer be counted on to fulfil its roles: 
ordering our days, providing purchasing power 
and strengthening social ties.

SECTORS LEAST AT RISK
Domestic Staff 8%

Education 9%

Health 17%

Farming, Forestry, Fishing 19%

Arts & Entertainment 22%

SECTORS MOST AT RISK
Water, Waste and Sewage 63%

Transport & Storage 56%

Manufacturing 46%

Wholesale/Retail 44%

Admin/Support Services 37%

As companies begin to automate, some organisations have suggested there may be a need 
for a ‘made by humans’ label or human production quotas mandated by law; others more 
prophetically link growing automation with a breakdown in social cohesion as societal norms 
built around long-term paid employment break down.
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The retail sector is particularly vulnerable to these pressures. As costs from implementing the 
National Living Wage increase, companies are rapidly reducing their overall number of frontline 
staff through automation. British retail employs around 1.7m people close to the National 
Minimum Wage; even modest increases are therefore likely to distress margins and profitability 
still further. Online retail has led to new areas of work in warehouses and delivery services – all 
largely unregulated in the zero-hours contract world. 
  
Sectors where skills are difficult to automate such as education and health may be the more 
secure areas of work that have been staples of employment for over a hundred years, such 
as train drivers, may completely disappear. One example is the art and skill of the cinema 
projectionist, which has become almost wholly obsolete with the advent of digital media. Much 
of the way the future will look will be down to government to prepare for a future without work – 
but the way jobs are dissolved or translated to machines, is also a corporate responsibility for 
business. Ultimately, automation may be as significant a disrupter as the shift from agricultural  
to industrial and from rural to urban was in the 19th century.

These three trends – automation, globalisation and the 
rising productivity of a highly skilled few – are combining 
to generate an abundance of labour... An unprecedentedly 
enormous ocean of would-be workers.

RYAN AVENT “WELCOME TO A WORLD WITHOUT WORK”

Undoubtedly business models will adapt and others emerge that will seek to profit from 
automation and artificial intelligence. Some of these exciting developments we have explored 
elsewhere in our Insight ‘Digital Planet’, but two examples are highlighted below. Major 
technology companies such as Google, Apple, Facebook, Amazon and IBM are all investing 
heavily in artificial intelligence.

UK based Blue Prism are pioneers of robotic process automation 
software which removes humans from process driven tasks in favour of 
autonomous multi-skilled software robots. It presents itself as ‘powering 
the next major transformation in out-sourcing’. 

Intel is a global leader in semi-conductor micro-processors and data 
security. The company has backed and invested in AI technologies, 
specifically in the area of open source, optimised machine learning 
frameworks and libraries.
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THOUGHT LEADER: THE FUTURE OF WORK

In his short essay, ‘economic possibilities 
for our grandchildren’ written in 1930, JM 
Keynes set out his belief that ‘the economic 
problem’ would be solved by 2030. The 
essay set out to consider ‘what can we 
reasonably expect the level of our economic 
life to be in a hundred years’. Until 1700, 
there had been little perceptible change in the 
economic progress of humanity; Keynes saw 
this as down to a lack of technical innovation 
and the failure of capital to accumulate. 

So long as certain pre-conditions were met, 
according to Keynes, by 2030 humanity would 
have solved its absolute economic needs 
allowing the exercising of labour to take up 
no more than 15 hours a week to maintain an 
optimum level of human economic progress. 
Once subsistence was pacified, humans 
would turn their cares towards living ‘wisely, 
agreeably and well’. One pre-condition for this 
Utopia, was curing ourselves of the pursuit 
of wealth beyond abundance. Work would 
thenceforth become a thing of choice. 

The nature of work and the way humans are 
employed has always been subject to subtle 
changes, often coupled with anxiety and fear 
of the unknown. Since the industrial revolution, 
work as we know it has remained broadly 
stable; the 19th century cemented the reality 
of factory driven manufacturing and (later) 
office based clerical work. Britain in 1800, 
remained ostensibly recognisable as it had 
in 1500 in terms of the predominance of the 
rural economy, where the fastest thing on earth 
remained the horse. The defeat of Napoleon 
in 1815, heralding a century of peace, saw the 
deployment of resources towards commercial 
expansion and exploitation instead of war. By 
1900, Britain had changed beyond recognition 
from a century before. Population growth was 

dramatic in rising from c5.2m in 1700 to 36m  
in 1900. Villages such as Manchester  
and Sheffield saw their population quadruple. 
By 1850, over half the population had migrated 
to towns and cities. Division of Labour in 
manufacturing drove the concept of efficiency 
and began to commoditise labour in the 
interests of profit. 

The period 1830-1900 arguably saw the 
greatest upheaval in work so far experienced. 
Factory based conditions led to social 
reformers calling for welfare and improvements 
to safety – successive Factory Acts (the 
most celebrated in 1833) and Poor Laws 
introduced better working conditions for the 
labouring poor. Supporting this expansion of 
the ‘Workshop of the World’, the 19th century 
also saw the beginnings of organised clerical 
administration and ‘commuting’ to support 
these rapidly growing complex organisations 
deal with record keeping – the archetypal 
Victorian pursuits of banking, insurance, the 
railways and Metropolitan utilities, all required 
a skilled and educated ‘elite’ to administer 
them. The world’s first purpose built office 
was constructed in Liverpool in 1841; until the 
advent of technology in the 1960s, the office 
changed very little. 

If the period 1830-1900 bore witness to the 
greatest changes in working practice, based 
on the industrial production line and clerical 
graft, it is possible that technology may 
represent the ‘second great upheaval’ in  
the way work is organised and human 
resources deployed – it may even be a threat  
to human based work itself, but perhaps not  
as Keynes imagined.
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An echo from the past is the way manufacturing declined over the course of the period 1900-
2000 from 28% of employment in 1900, to 14% a century later. Over the same period, the UK 
saw its service sector increase from 21% in 1900 to nearly a third of employment in 2000. Office 
and clerical work also became more skilled as ‘routine’ tasks were recalibrated in the era of the 
desktop computer – 33,000 secretarial roles for instance disappeared in London between 2001 
and 2013. As Keynes might have foreseen, US trade magazine ‘Secretary Today’ writing in 1961, 
saw the computer as allowing the secretary of the future to ‘start work at noon and take month-
long holidays’. In truth the role has transformed and evolved, but in the traditional sense, it has 
also been lost. 

The developed world appears to be at something of a crossroads as far as work is concerned. 
Competition and technology are combining potentially to marginalise significant numbers of 
workers in a low-pay, poor conditions spiral to the bottom; at worst, zero hours insecurity can be 
seen as a mirror of 19th century sweatshop practices – flexibility and low cost for employers – 
insecurity and in-work poverty for workers. The TUC estimates as many as 10% of workers face 
this predicament. 

The rate of self-employmen in the UK is two and a half times greater for the lowest paid 
compared to the wealthiest; these are not entrepreneurs and start-ups, but the ‘just getting 
by’. In work poverty, supported by tax credits, is the new norm for the lowest paid. Whilst 
the National Living Wage gives some cushioning, especially as it heads towards 60% of 
median earnings, it may nevertheless drive more young people into the gig economy and into 
permanent low pay employment.

The low-cost gig economy enabled by technology is a potential harbinger for very poor working 
conditions – 31% have said they are ‘just managing’ and 19% were finding it ‘quite or very difficult’; 
a significant majority attested they would find paying an unexpected bill of £500 ‘difficult’. 

 Ian Wright MP, Chair, Business, 
Innovation & Skills Select Committee

The agency model allows the company to 
cut costs and removes its responsibilities…
it is up to consumers and shareholders to make 
poor working practices as socially unacceptable for 
companies as drink-driving is for individuals.
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For employed workers too, jobs are 
increasingly at risk from automation. Bill Gates 
views the disruption to come as ‘seminal’ as 
the agricultural and industrial revolutions, but 
moving at four or five times the speed. He 
believes a re-calibration of taxation away from 
jobs and people and towards machines may 
be a natural outcome. Artificial Intelligence 
may potentially affect applications across 
the economy as machines acquire learned 
behaviour. The twin phenomena of automation 
in the employed sector and the ballooning of 
insecure ‘gig’ type work in the self-employed 
one, may potentially cause a breakdown 
in social cohesion as the glue of work is 
structurally removed. This is principally a role 
for Government to contain, but businesses 
face huge restructuring as they replace labour, 
not to mention reputational and ethical risk 
from the replacement of people with intelligent 
machines in order to streamline costs and grow 
profit. Deloitte have assessed 35% of UK jobs 

to be at risk from automation in the next two 
decades; only 40% are assessed as ‘low-risk’, 
suggesting upwards of 7 million jobs could 
disappear. Across the UK, jobs paying less 
than £30,000 per annum are five times more at 
risk than jobs paying over £100K. In London, 
the number rises to eight times. Social wealth, 
the knowledge economy and value generated 
IP may be the future; but where does this leave 
the under-skilled?

Artificial intelligence raises other ethical 
issues in terms of its relationship to humanity, 
which ethicists are only now beginning to 
debate. How should we treat machines? 
As they learn, do they incur rights? Do they 
demand behavioural respect? How would 
an autonomous driverless car decide who to 
protect in an accident? How do we respond if a 
machine’s power to learn and reason is used to 
commit harm – or even to kill? These and other 
questions are perhaps for a later Insight!
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Employment and Labour is one of the Amity 
Funds’ key positive pillars. This Insight has 
sought to outline the structural pressures 
businesses and individuals face from low 
wage employment and automation. This 
may, ultimately be an unstoppable force, but 
the manner in which it is achieved – preparing 
people for alternative routes to employment, 
or leaving millions behind in rootless poverty, 
will say much about the kind of society and 
economy we aspire to be.

Investors may have only a limited role 
to play, however we will view positively 
those companies placing a strong focus 
on supporting employees via skills and 
training, and in delivering automation, where 
unavoidable, with empathy and care.

Companies with business models that 
deliberately exploit individuals in terms of 
agency gigs or zero-hours contracts, may not 
be suitable for inclusion in the funds.

We will seek to engage with business on 
responsible employment practices, on their 
commitment to diversity and in preventing or 
mitigating the effects of Modern Slavery. 

OUR APPROACH
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VIEW FROM THE TOP

In this insight we have addressed some of the 
challenges in a labour market where an unequal 
transfer of risk in some sectors is resulting 
in insecure and unpredictable work and the 
potential for ‘in work’ poverty. 

Companies often say that employees are their most 
valuable asset; we concur with this view. People 
inspire and deliver, and in return are entitled to 
respect and progressive labour practices. Qualitative 
information on human capital, particularly as regards 
contract and agency working, remains scarce 
however with much room for improvement.

Talent recruitment, development and retention are 
key in building long term business success and 
competitive advantage. Increasingly, exploitative 
contracts, high employee turnover and the erosion 
of benefits are signals about a business’ wider health 
and its ability to create value over the long term. There 
is a role here for investors to engage with business to 
encourage better disclosure and practice in this area. 
Whilst the ‘E & G’ in ESG (environment, social and 
governance) are well articulated among responsible 
investors, the ‘S’ (social) still has some way to go; this 
Insight is our contribution as part of a wider debate 
on social justice and the future of work.

Esmé van Herwijnen
Responsible Investment Analyst,  
EdenTree Investment Management
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•   Over 25 years of experience of socially responsible 
investing (SRI)

•   Funds that are both positively and negatively 
screened

•   An investment team with a wealth of experience 
spanning many years

•   A comprehensive in-house SRI research function

•   An independent panel that reviews investment 
decisions

•   A robust, socially responsible investment process

•   A pride in our independent analysis. We’re not afraid 
to adopt contrarian positions and are in favour of 
long-term investment horizons

•   A consideration of the preservation of capital as our 
primary responsibility, preferring absolute returns over 
relative performance

•   Fund Managers at EdenTree are unconstrained by 
rigid stock lists, permitting more flexibility to take 
advantage of good-value opportunities as they 
present themselves

•   Decision-making for the long term, as frequent 
trading increases costs and decreases returns

•   Avoidance of companies materially involved  
in alcohol production, gambling operations, 
pornographic and violent material, tobacco 
production, testing animals for cosmetic or  
household products, supporting oppressive  
regimes or strategic weapon production

•   Actively seeking out companies with a record of 
involvement and good performance in terms of 
business practices, community relations, corporate 
governance, education, environmental management, 
healthcare, human rights, labour relations and 
urban regeneration

WHY EDENTREE?
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OUR PEOPLE
Sue Round 
Director of Group Investments and 
Senior Fund Manager

Sue is the UK’s longest-serving retail SRI 
Fund Manager. She launched the Amity 
UK Fund 28 years ago – pioneering 
our Profit with Principles investment 
approach.

Neville White 
Head of SRI Policy and Research 

Neville is responsible for SRI policy and 
research and leads on global corporate 
governance proxy voting and engagement 
with business around environmental, social 
and governance issues. He previously 
managed socially responsible investments for 
a number of church and charity investment 
managers and joined EdenTree in 2010.

Phil Harris  
Fund Manager

With over 25 years’ experience in UK small 
and mid-cap company sectors, Phil joined 
EdenTree in 2015 to run the UK Equity 
Growth Fund. He focuses on growth 
small-caps and previously specialised in 
corporate activism.

Thomas Fitzgerald   
Associate Fund Manager

Having graduated from Oxford Brookes 
University with a degree in Economics 
and Business Management, Tom supports 
the Fund Managers providing detailed 
company research and analysis. Tom is 
currently studying for the CFA. 

David Osfield CFA 
Fund Manager

David joined EdenTree in July 2016 
after beginning his career at sustainable 
investment specialist Alliance Trust in 
2002. During his time there, David largely 
focussed on Asian equities, although 
has also covered pan-European and 
Global equities. David has a 1st class BA 
(Hons) in Business Finance from Durham 
University and is an CFA Charterholder. 

David Katimbo-Mugwanya  
Fund Manager

David joined EdenTree in 2015 bringing 
almost a decade of fixed income experience 
to our portfolios. David is an CFA 
Charterholder and holds the IMC as well 
as a BSc in Economics from the University 
of Essex. His previous experience at 
Epworth Investment Management saw him 
managing institutional client and charity 
portfolios where he excelled in being 
flexible within mandates and operating 
controlled risk parameters. 

Esmé van Herwijnen 
SRI Analyst

Esmé holds a Master’s degree in 
Sustainable Business from Toulouse 
Business School and gained experience 
in ESG research from Sustainalytics and 
PIRC. She supports our SRI team with 
company screening, proxy voting and 
engagement.

Chris Hiorns CFA 
Senior Fund Manager

An acknowledged expert in both European 
equities and fixed income. Chris has worked 
at EdenTree since 1996 having gained an 
MSc in Economics from University College 
London. He started as a graduate trainee 
and worked as an Investment Analyst before 
being appointed as a Fund Manager in 
2007. He has managed the Amity Balanced 
Fund for Charities since launch in 2011 and 
the Amity Sterling Bond Fund since 2008. He 
has been a CFA Charterholder since 2004. 

Ketan Patel CFA 
Fund Manager

Ketan joined EdenTree in 2003 as a Research 
Analyst. He began his career on the equity 
derivatives desk at JP Morgan, before moving 
to Insight Investment as a Global Healthcare 
Analyst. Ketan is a co-manager on the 
Amity UK and UK Equity Growth Fund. He 
has been a CFA Charterholder since 2009, 
holds an undergraduate degree in History 
& Geography and post-graduate degrees 
in both Geography and Economics from the 
University of London.  

Rob Hepworth 
Chief Investment Officer

Robin joined EdenTree as an Investment 
Analyst in 1988, became a Fund Manager in 
1990 and CIO in 2011. Robin is responsible 
for forming the investment team’s long-
term strategy. He was nominated for Fund 
Manager of the Year in 2013 (Balanced 
Category) and won the Fund Manager of the 
Year Award (Global Category) in 2010. He 
has also been named FE Alpha Manager for 
six consecutive years.
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How to contact us
We hope you have found this Amity Insight interesting 
and useful. If you have any questions, or would like to 
know more about our responsible investment, in-house 
research and analysis, please get in touch.

Call  
0800 011 3821
Fax 
020 7528 7365
Go to 
www.edentreeim.com
Email 
information@edentreeim.com 
Write to us or visit 
24 Monument Street 
London 
EC3R 8AJ


