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Sustainable Investing in the Gig Economy
The Gig Economy is good for business, but is it
good for giggers?
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If you’re a Gen-Xer or a Boomer, your concept of work likely includes an office building and a swivel chair. But if
you’re a Millennial, “work” might mean something entirely different. New technologies have so transformed the
traditional business model that freelance work, or “gigging”, is rapidly becoming the new normal. The Bureau of
Labor Statistics reported in 2017 that 55 million people in the U.S. were “gig workers”.® This accounts for approxi-
mately 34% of the U.S. workforce, projected to increase to 43% in 2020. According to a recent McKinsey report,
the gig economy might well represent the biggest structural shift the labour market has seen since the Industrial
Revolution. History has shown us that dramatic changes like this deliver big opportunities to those in the right
position to leverage them. No doubt, savvy investors stand to gain from this paradigm shift. In our view, the gig
economy can translate into an attractive investment opportunity for sustainable investors.

1 International Labour Organization, Helping the gig economy work better for gig workers.
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Disrupting value chains

Food delivery is a fitting example of how the gig economy is disrupting traditional value chains. Customers drawn
to new online food-delivery platforms have a different set of needs and expectations from the traditional pizza cus-
tomer. Time is critical—speed of delivery is the biggest variable in customer satisfaction with an average of 60
percent of consumers across markets citing it as a key factor.2 The vast majority of orders are placed from custom-
ers’ homes (82%) and on the weekend (74%), making shift work the status quo for drivers3. Delivery platforms
personalize the ordering experience by storing relevant customer data, making them sticky. Once customers sign
up, 80 percent never or rarely leave for another platform, creating a strong winner-take-all dynamic in which the
reward goes to the player who can sign up the most customers in the shortest amount of time.

New-delivery platforms have a proven track record
of retaining customers.
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But as we invest in this trend, we must also ensure that the rights of “giggers” are being preserved. What happens
when a job for a lifetime becomes a job for a day? Independent contractors are not treated like employees of
companies, they often provide their own cars or computers, they find and pay for their own health insurance and
save for retirement on their own. While giggers have the flexibility to maintain their own hours, they don’t have paid
sick leave or holiday time. Lack of job security ranks high on the list of drawbacks. In the new gig economy, the
rules and regulations are still being defined, and not all companies take the same approach to workers’ rights. For
investors, it's important to know how a company treats its workers because this will inevitably impact its overall
performance.

Two approaches to food delivery: Delivery Hero vs Takeaway.com

Consider two very different business models: one prioritises ESG factors (Takeaway.com) and the other does not
(Delivery Hero). Takeaway.com is a leading online food delivery platform with operations in ten European countries
and Israel. The company is headquartered in the Netherlands, where workers rights are strong, and it has made a
strategic choice to provide for a more expensive labour cost base in order to ensure better overall quality and
sustainable business practices. In contrast, Delivery Hero, one of the world’s leading online food ordering and de-
livery platforms, prioritises growth. The company is expanding rapidly in global markets including Asia, where worker
protections are not as advanced. In September 2018, the International Transport Workers’ Federation called out
Delivery Hero for abandoning its operations in Australia after failing to pay wages and taxes there. The main risk in

2 McKinsey & Company, The changing market for food delivery, November 2016.
8 McKinsey & Company, The changing market for food delivery, November 2016.



Nordea

ASSET MANAGEMENT

our view is that the company will face regulatory scrutiny over how it treats its workers, and this may force the
company to take on more costs associated with labour, which it has not factored into its current strategy.

Nordea’s STARS analytical framework: Investing in gigs that are good for giggers

At Nordea, we use the STARS framework to identify key ESG risks associated with the gig economy. Our STARS
strategies invest only in companies that live up to Nordea’s ESG standards. To ensure this is the case, our ESG
specialists identify and score critical ESG issues like labour policies and worker compensation. In addition, they
carry out an in-depth analysis using data from multiple sources (e.g. data published by the company, specialised
ESG data-providers, international organisations and non-governmental organisations). These steps result in an
internally-evaluated ESG score (A/B/C). The score is an aggregated metric that represents Nordea Asset Manage-
ment’s view on how well a company is positioned regarding ESG risks and opportunities. The investment team
further incorporates key risks in the company-specific valuation models, which include pay structure, gender diver-
sity and regulatory risk.

Analysis is followed up with field trips and engagement. In the case of Takeaway.com, we believe the market un-
derestimates the company’s growth rate and longer-term profitability, driven by demand and an attractive operating
leverage. Currently, the company is in the early stage of development and not profitable. As a result, the potential
outcome range is quite large and carries risks. The company recently announced a potential bid for Just Eat, the
leading UK food delivery operator, which also warrants attention on potential ESG risks. Still, we believe Takeaway
is very well positioned towards consumers’ changing consumption habits and offers an attractive investment case—
stocks are not included in Nordea strategies unless the investment team has a compelling valuation case. This,
combined with Takeaway.com’s clear labour policies and strong links between KPIs and labour conditions, made
Takeaway.com an attractive candidate for inclusion in Nordea’s European STARS Equity strategy.

The gig economy continues to expand with profound impact on workers, businesses and investors. The potential
for workers and investors is great—but smart and effective policies are needed to protect both and to live up to the
potential of this significant technological evolution.
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Nordea Asset Management is the functional name of the asset management business conducted by the legal entities Nordea Investment Funds
S.A. and Nordea Investment Management AB (“the Legal Entities”) and their branches, subsidiaries and representative offices. This document
is intended to provide the reader with information on Nordea’s specific capabilities. This document (or any views or opinions expressed in
this document) does not amount to an investment advice nor does it constitute a recommendation to invest in any financial product, invest-
ment structure or instrument, to enter into or unwind any transaction or to participate in any particular trading strategy. This document is not an
offer to buy or sell, or a solicitation of an offer to buy or sell any security or instruments or to participate to any such trading strategy. Any such
offering may be made only by an Offering Memorandum, or any similar contractual arrangement. Consequently, the information contained herein
will be superseded in its entirety by such Offering Memorandum or contractual arrangement in its final form. Any investment decision should
therefore only be based on the final legal documentation, without limitation and if applicable, Offering Memorandum, contractual arrangement,
any relevant prospectus and the latest key investor information document (where applicable) relating to the investment. The appropriateness of
an investment or strategy will depend on an investor’s full circumstances and objectives. Nordea Investment Management recommends that
investors independently evaluate particular investments and strategies as well as encourages investors to seek the advice of independent
financial advisors when deemed relevant by the investor. Any products, securities, instruments or strategies discussed in this document may
not be suitable for all investors. This document contains information which has been taken from a number of sources. While the information
herein is considered to be correct, no representation or warranty can be given on the ultimate accuracy or completeness of such information
and investors may use further sources to form a well-informed investment decision. Prospective investors or counterparties should discuss with
their professional tax, legal, accounting and other adviser(s) with regards to the potential effect of any investment that they may enter into,
including the possible risks and benefits of such investment. Prospective investors or counterparties should also fully understand the potential
investment and ascertain that they have made an independent assessment of the appropriateness of such potential investment, based solely
on their own intentions and ambitions. Investments in derivative and foreign exchange related transactions may be subject to significant fluctu-
ations which may affect the value of an investment. Investments in Emerging Markets involve a higher element of risk. The value of the
investment can greatly fluctuate and cannot be ensured. Investments in equity and debt instruments issued by banks could bear the
risk of being subject to the bail-in mechanism (meaning that equity and debt instruments could be written down in order to ensure
that most unsecured creditors of an institution bear appropriate losses) as foreseen in EU Directive 2014/59/EU. Nordea Asset Man-
agement has decided to bear the cost for research, i.e. such cost is covered by existing fee arrangements (Management-/Administration-Fee).
Published and created by the Legal Entities adherent to Nordea Asset Management. The Legal Entities are licensed and supervised by the
Financial Supervisory Authority in Sweden and Luxembourg respectively. The Legal Entities’ branches, subsidiaries and representative offices
are licensed as well as regulated by their local financial supervisory authority in their respective country of domiciliation. Source (unless otherwise
stated): Nordea Investment Funds, S.A. Unless otherwise stated, all views expressed are those of the Legal Entities adherent to Nordea Asset
Management and any of the Legal Entities’ branches, subsidiaries and representative offices. This document may not be reproduced or circu-
lated without prior permission. Reference to companies or other investments mentioned within this document should not be construed as a
recommendation to the investor to buy or sell the same but is included for the purpose of illustration. The level of tax benefits and liabilities will
depend on individual circumstances and may be subject to change in the future. © The Legal Entities adherent to Nordea Asset Management
and any of the Legal Entities’ branches, subsidiaries and/or representative offices.



