
In focus

The great divider
Some have branded Covid-19 the “great leveller” because anyone 
can get infected. A closer observation of how the virus has 
impacted people’s health and finances would indicate that “great 
divider” may be a more appropriate characterisation. The picture 
that is slowly emerging shows that existing inequalities have been 
exacerbated in four areas: income, health, education, ethnicity.

1. Income
Low earners are more likely to have been employed in the 
sectors most affected by social distancing rules and lockdowns. 

For example, the entertainment and recreation, and the 
accommodation and food service sectors are among the lowest 
paid in the UK (Figure 1). And it was exactly these two sectors 
where over 80% of businesses either closed or stopped trading 
during the Covid-19 crisis (Figure 2), meaning that their employees 
have lost their jobs or have been furloughed. Considering the 
economic and operational stress that many companies are now 
facing, it is far from certain that all of them will reopen or operate 
at pre-crisis levels or whether they’ll be able to rehire everyone 
they had let go or “put on hold”.

Until very recently, tackling climate change and protecting the environment 
featured consistently in the news as climate change translated into extreme 
weather events and physical damage. For example, Time magazine named 
Greta Thunberg among the 100 most influential people worldwide in 2019. 
And then Covid-19 happened. More than anything, this crisis has thrust 
social imbalances into the spotlight. These have been a long time in the 
making but the added emphasis by Covid-19 might spur corrective action. 
Bridging the divide will require a collective effort. Governments worldwide 
have already stepped forward; and asset managers have a role to play too. 
Being able to integrate companies’ social impact in investment decisions as well as actively 
engaging with companies on social factors, particularly those relating to inequality, is going 
to be more important than ever. This paper looks at the increasing focus on the “S” of “ESG” 
(environmental, social and governance factors) and what it means for asset managers.
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Figure 1: Average weekly earnings, by industry (as of December 2019) – in GBP

Source: Office for National Statistics.



Second, wealthier households have better chances for fast 
treatment if infected. This is because they are more likely to 
have private medical insurance. For example, in the UK, almost 
25% of the richest quintile of households is covered by private 
health insurance, compared to only 4% in the poorest quintile2. 
Incidentally, having private healthcare may be particularly beneficial 
for non-Covid-19 related illnesses that require treatment3 . 

Mortality data in the UK from the beginning of March until mid-
April 2020 shows that the Covid-19 death rate in the most deprived 
areas was more than double that in the least deprived areas. The 
imbalance was only slightly less severe when looking at all deaths: 
1.9 deaths in the most deprived areas for every death in the least 
deprived areas (see Figure 3).

3. Education
Households with higher incomes tend to have better access 
to technology and faster internet. Across the EU (while it still 
consisted of 28 member states), as much as one third of low 
income households did not have a computer or access to 

2  World Health Organisation, Can people afford to pay for health care? New evidence 
on financial protection in the United Kingdom, 2018.

3 Wall Street Journal, The hidden toll of untreated illnesses, 17 April 2020

2. Health
People with high income have a relative “health” advantage in 
two ways. First, they are more likely to be able to avoid becoming 
infected. This relates to multiple factors all contributing to a more 
effective social distancing: 

 Ȃ They are more likely to work in sectors and positions where 
working from home is more viable (see again Figure 1). This 
means that they are less likely to have to go to the office and 
use public transport to do so. At the same time, essential 
workers1 such as nurses, midwives, paramedics, social and 
care workers, are among the low earners and still required to 
continue going to work, thus facing a higher risk of infection 
while both travelling to, and undertaking, work.

 Ȃ They are more likely to live in large(r) houses and/or flats in 
lower density areas. This means they are less likely to share the 
same premises with a large number of people, thus lowering 
their chances of infection. The chance of owning a property 
with a garden is higher as well, meaning that they are less 
reliant on public spaces, such as parks, for their daily exercise.

1 In the UK, the government has listed those occupations on a dedicated page.

Figure 2: Share of businesses that have closed in the UK due to Covid-19 in 2020, by sector (as of April 2020)

Source: Schroders. Quia que nobis ullorumquae ea dolenimin eos eatendus aut quis et. 
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Figure 3: Age-standardised mortality rates, all deaths and deaths involving the coronavirus (Covid-19), Index of Multiple 
Deprivation, England, deaths occurring between 1 March and 17 April 20204
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internet at home. This compares to just 2-3% among the high 
income households (see Figure 4). This disparity means that, 
without external support, low earners are not in a position to use 
technology to work from home.

This has one serious implication where home-schooling is 
concerned: it puts pupils in lower income households at a 
disadvantage if schools are closed and they are expected to 
continue their education at home via online tools and virtual 
classrooms. We can get an indicative picture from analysis in 
the US. A survey done in 2018 showed that as much as a quarter 
of US teens in low income households did not have access to a 
computer or a laptop. This fell to just 4% for high income families5. 
Worryingly, the survey also revealed that almost a quarter of teens 
in low income families found they were often or sometimes unable 
to complete their homework (let alone participating in virtual 
classrooms) due to lack of available technology (Figure 5). This, 
again, compared to a much lower proportion among teens in high 
income families.

So effectively, this implies that “school from home” is much more 
feasible for high income households. The latest data from the 
UK shows that children from the highest income quintile are 
spending 30% more time on home learning than those from the 

5  Pew Research Center https://pewrsr.ch/2JirZar.  
Survey conducted March 7 to April 10, 2018.

bottom quintile6. This is due to several factors including access 
to own study space and support they receive from their school. 
For example, parents in the richest quintile are around 15% more 
likely than those in the poorest quintile to report that their child’s 
school offers resources such as online classes or video chatting7. 

Moreover, with higher income, there is a higher chance that at 
least one parent can be present to oversee home schooling (as 
they themselves are more likely to be able to work from home). 

As with job losses, there is no guarantee that this imbalance 
will automatically be eliminated after the crisis. This creates an 
educational lag for children and teens of low income families with 
little planning of what needs to be done for them to “catch up”.

4. Ethnicity
Last, but not least, it is worth mentioning that there is an 
important dimension in the uneven way in which households are 
affected by the crisis; this dimension is ethnicity. 

As more information becomes available about the way Covid-19 
impacts people, it is increasingly clear that black, Asian and 
minority ethnic (BAME) communities are disproportionately 

6  Institute for Fiscal Studies, Learning during the lockdown: real-time data on children’s 
experiences during home learning, IFS Briefing Note BN288, 18 May 2020.

7 Ibid.
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Figure 4: Proportion of EU28 households with computer and internet access at home, by income quartile (in 2017)
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Figure 5: Proportion of US teens, by annual family income, who say they often or sometimes…
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The role of asset managers in bridging the divide 
Unfortunately, none of the above is particularly surprising 
news; such inequalities have been a long time in the making. 
What the Covid-19 crisis has done though, is to exacerbate the 
effects of these inequalities and bring them front and centre in 
people’s minds. The crisis is not levelling anyone. It is polarising 
different parts of society and it has the potential to damage social 
mobility for quite a while going forward. This has implications 
beyond social fairness and economic stability. It increases social 
tensions and political polarisation Ȃ both already at high levels 
as demonstrated by the rise of national populistic regimes, trade 
tensions and increasing isolationism14. 

Inequality is a multifaceted, complex problem. Tackling it requires 
a multilateral approach to which all actors in the economy 
contribute. Public policy is the most important one and the 
message is clear: governments need to be aware and take action. 
Many have already done so in order to mitigate the negative 
fallout of the Covid-19 induced lockdowns, with some calling this 
a new era of “big government”15. But there is a significant role for 
the private sector as well and asset managers within it. 

As owners of companies in which we have invested our clients’ 
money, we have a duty to ensure that these companies have 
sustainable business models and can deliver value in the long 
term. By “sustainable” we mean a company that is able to adapt 
to changing pressures and responsibilities so that it can maintain 
its license to operate and a durable competitive advantage, and, 
ultimately, thrive financially. 

There are many aspects to this but one that we consider essential 
for companies is giving due consideration to all their stakeholders 
(see Figure 7).

The reason is simple. Companies do not operate in a vacuum Ȃ 
they are connected with the outside world. Looking after these 

14 World Economic Forum, The Global Risks Report 2020, 15th edition, January 2020.

15  See for example, The New Statesman, The coronavirus crisis shows the era of big 
government is back, 19 March 2020; or Wall Street Journal, Coronavirus means the 
era of big government is…back, 26 April 2020.

affected8. The mortality data has revealed that people from all 
ethnic minorities are significantly more likely to succumb to the 
virus than people with white ethnicity, the only exception being 
females with Chinese ethnicity. Both black males and females are 
over four times more likely to die than their white counterparts9. 

Importantly, there are differences within the ethnic minorities 
as well10. For example, the black Caribbean ethnic group is the 
one hardest hit with three times more per capita hospital deaths 
compared to the white group. This is driven by several factors, 
such as a higher probability that they live in densely populated 
urban areas and that they work in the caring and other sectors 
associated with the “essential workers” cohort. For example, 
while the Indian ethnic group makes up 3% of the working-age 
population of England and Wales, it accounts for 14% of doctors11. 

Ethnic minorities are more likely to be affected by the economic 
shutdown too. While altogether women are more likely to work 
in shutdown sectors than men, men from ethnic minorities are 
significantly more likely than white British men to have jobs in the 
affected sectors. 

The financial vulnerability becomes more apparent if one 
considers that the lowest income households in the UK have a 
higher representation of non-white ethnicities (see Figure 6). 
Empirical evidence would suggest that there are few chances for 
this to change easily as non-white ethnic groups have higher rates 
of persistent low income both before and after housing costs 
compared to the white ethnic group12. 

A similar pattern can be observed in the US where pre-existing 
inequalities make black Americans significantly more susceptible 
to the negative health and financial effects of Covid-19. For 
example, they are overrepresented in nine out of ten of the lowest 
earning jobs that are considered “essential services”, and the five 
hardest hit sectors represent almost 40% of revenues for black-
owned businesses compared to 25% for all firms13.  

8  The Conversation, Coronavirus is hitting BAME communities hard on every front, 15 
April 2020.

9  Office for National Statistics, Coronavirus (COVID-19) related deaths by ethnic group, 
England and Wales: 2 March 2020 to 10 April 2020, 7 May 2020.

10  Institute for Fiscal Studies, Are some ethnic groups more vulnerable to COVID-19 
than others?, The IFS Deaton Review, May 2020.

11 Ibid.

12  Department for Work & Pensions, Income Dynamics: Income Movements and the 
Persistence of Low Incomes, 26 March 2020.

13 McKinsey, Covid-19: investing in black lives and livelihoods, April 2020.
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connections can help companies avoid controversies that pose risk 
to value and deliver better long-term returns16. 

Our role as asset managers is twofold: to actively engage with our 
investee companies and to integrate the impact companies have 
on their stakeholders into our investment decisions. There is a 
strong social element and specific ways to address inequality in 
both processes.

Under any circumstances (normal or otherwise), there is a list 
of social topics on which we, at Schroders, engage with our 
investee companies. If we exclude the automated communication 
with companies when we voted against management, in the 
five years from the start of 2015 to the end of 2019, 21% of 
our engagements with companies were categorised as social 
engagements (see Figure 8). But “social” as a category covers 
a wide range of issues from treatment of customers to human 
rights to supply chain management. Each engagement is different 
and as the market and the broader conditions change, so does 
the content of our dialogue with companies. For example, in 
2019 we paid specific attention to data security, human capital 
management, and supply chain management17.  

The Covid-19 crisis and the way in which it has exacerbated 
existing inequalities means that some aspects of social 
engagement will be prioritised, particularly those that may help 
bridge the divide between the haves and have-nots. 

16  Katherine Davidson, Why “corporate karma” is crucial for your investment returns, 
Schroders, February 2020.

17  Schroders, Annual Sustainable Investment Report 2019. A full list of the companies 
we have engaged with on each topic can be found in the Appendix of the Report.

Several asset managers, including Schroders, have signalled that 
they understand the difficulties companies may find themselves 
in and will show a considerable degree of flexibility. A statement 
by our Chief Executive19 and a letter to UK listed companies by our 
Global Head of Stewardship and the Head of UK equities20 have 
made it clear that Schroders takes a long-term view and that is 
why we expect company executives to: 

 Ȃ look after the future of employees

 Ȃ have due regard to different sources for raising money and 
their impact on shareholder rights

 Ȃ suspend dividends 

 Ȃ share the pain regarding remuneration

In the short term, companies should prioritise employees, 
customers and suppliers among their stakeholders. We will 
be watching closely at how companies treat their employees, 
what types of benefits they offer them and whether they are 
operationally prepared to offer all the infrastructure employees 
need to work remotely in an effective way. We have already 
stepped up our activities in this space since Covid-19 has emerged. 
For example:

 Ȃ We have participated in several collaborative engagements on:

 Ȃ employee mental health and supporting employees through 
the crisis, targeting FTSE 100 companies;

19  Peter Harrison, How the investment industry can help during the Covid crisis, 
Schroders, March 2020

20  Jessica Ground, This is a golden opportunity to show the merits of stock markets, 
Schroders, April 2020.

Figure 7: Key stakeholders for sustainable business models
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Source: Schroders.
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Figure 8: Proportion of company engagements by issue, January 2015-December 201918
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 Ȃ health and safety of workers in the meat processing sector 
in the US, where some companies have failed to provide sick 
pay or adequate personal protective equipment;

 Ȃ supply chains and modern slavery, targeting poor performers 
among the FTSE 350 companies.

 Ȃ We have increased our engagements with Amazon advocating 
for higher standards on labour practices. This is part of a long-
term dialogue; our first discussions on labour standards date 
back to 2015.

 Ȃ We continue our work with the Workforce Disclosure Initiative 
(WDI). We are one of the founding signatories to the WDI which 
was developed by ShareAction in collaboration with asset 
owners and asset managers in 201721. The purpose is to ensure 
that listed companies produce comparable workforce reporting 
on an annual basis. The data requested covers employees 
in companies’ global operations as well as workers in their 
supply chains and includes workforce composition, stability, 
development, and worker engagement. We have had nearly  
80 engagement examples supporting the WDI in the last  
three years.

Both the WDI and the Amazon examples show that engagement 
on these issues has not popped up suddenly on our agenda. 
The point about social engagement in general and inequality in 
particular is that they are not something to raise today and forget 
tomorrow. There is evidence showing that health insurance, 
flexible working and the ability to work from home are among 
the most desirable employee benefits22 and thus, crucial for talent 
retention and productivity. This will not change anytime soon and 
such benefits can pay off in an indirect way if one considers that 
employees are also consumers, which research has shown to be 
increasingly interested in companies’ social purpose23. 

This proves that long-term thinking around social issues and their 
integration into investment decision making is needed alongside 
active engagement. Looking at how companies are connected 
to the outside world, and how they impact on it, has been an 
area of longstanding focus for Schroders and we have developed 
a tool to quantify this and integrate it into our investment 
decisions: SustainEx24. This tool effectively maps the positive and 
negative externalities that companies have on society and, by 
using academic research, reported data and big data analytics, 
translates these externalities into a concrete financial figure. 

Companies that take better care of their employees, their 
customers, the people affected along their supply chains and the 
communities in which they operate will have a more positive social 
impact which will translate into potential for higher profits. This is 
the type of information that goes into our investment decisions in 
both the pre- and the post-Covid-19 crisis world.

21 For more details, see here.

22  Kerry Jones, The most desirable employee benefits, Harvard Business Review, 15 
February 2017.

23  O.R. Vilá and S. Bharadwaj, Competing on social purpose, Harvard Business Review, 
September-October 2017 Issue.

24  Andrew Howard, SustainEx: quantifying the hidden costs of companies’ social 
impacts, Schroders, April 2019.

A new balance between the “E”, the “S” and  
the “G”?
Considering how this crisis has increased divisions in society by 
affecting the health and finances of the “haves” and “have-nots” 
in significantly unequal ways, the “social” is here to stay in both 
the public debate and the way in which asset managers should be 
thinking about investment. Many of the discussions we are having 
in our active engagement with companies involve the “S” in ESG 
and our ability to integrate social impact into investment decision 
making will be more important than ever.

That said, the necessary focus on inequality and social issues more 
broadly will not reduce our engagement on the other aspects 
of ESG, particularly the “E”. Indeed, the environment is a key 
company stakeholder and a way in which company activities may 
impact on society. The “E”,“S” and “G” is not an “either-or” question. 
Sustainability is about something that encompasses all aspects 
affecting the long-term viability of a company. Addressing climate 
change is one. Ensuring appropriate governance is another. 
Achieving positive social impact is another. They are all equally 
important and necessary conditions for long-term value. 
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Important Information
The views and opinions contained herein are those of the authors 
as at the date of publication and are subject to change due to 
market and other conditions. Such views and opinions may not 
necessarily represent those expressed or reflected in other Schroders 
communications, strategies or funds.

This document is intended to be for information purposes only. The 
material is not intended as an offer or solicitation for the purchase or 
sale of any financial instrument or security or to adopt any investment 
strategy. The information provided is not intended to constitute 
investment advice, an investment recommendation or investment 
research and does not take into account specific circumstances of 
any recipient. The material is not intended to provide, and should 
not be relied on for, accounting, legal or tax advice. Any references 
to securities, sectors, regions and/or countries are for illustrative 
purposes only.

Information herein is believed to be reliable but Schroders does not 
represent or warrant its completeness or accuracy. No responsibility or 
liability is accepted by Schroders, its officers, employees or agents for 
errors of fact or opinion or for any loss arising from use of all or any 
part of the information in this document. No reliance should be placed 
on the views and information in the document when taking individual 
investment and/or strategic decisions. Schroders has no obligation to 
notify any recipient should any information contained herein change 
or subsequently become inaccurate. Unless otherwise authorised by 
Schroders, any reproduction of all or part of the information in this 
document is prohibited.

Any data contained in this document have been obtained from sources 
we consider to be reliable. Schroders has not independently verified or 
validated such data and they should be independently verified before 
further publication or use. Schroders does not represent or warrant 
the accuracy or completeness of any such data.

All investing involves risk including the possible loss of principal.

Exchange rate changes may cause the value of any overseas 
investments to rise or fall. Past Performance is not a guide to future 
performance and may not be repeated. This document may contain 
“forward-looking” information, such as forecasts or projections.  
Please note that any such information is not a guarantee of any future 
performance and there is no assurance that any forecast or projection 
will be realised. For your security, communications may be taped  
or monitored.

To the extent that you are in North America, this content is issued by 
Schroder Investment Management North America Inc., an indirect 
wholly owned subsidiary of Schroders plc and SEC registered adviser 
providing asset management products and services to clients in the 
US and Canada. For distributing in the UK, this content is issued by 
Schroder Investment Management Limited, 1 London Wall Place, 
London, EC2Y 5AU. Registered No. 1893220 England. Authorised 
and regulated by the Financial Conduct Authority. For your security, 
communications may be taped or monitored.

446950


