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Introduction
As interest in environmental, social and governance (ESG) matters has grown 
among the business community globally, environmental issues (as the effects 
of climate change become more prevalent) and governance issues (which have 
long been a factor in investment analysis) have attracted the most attention. 
While approaches to the social aspect of ESG are developing as well, interest 
has lagged behind environmental and governance concerns as social matters 
are generally less understood and inherently more qualitative. Indeed, accord-
ing to the UN’s Principles for Responsible Investment (UNPRI), the “social 
element of ESG issues can be the most difficult for investors to assess.”1 

Despite these challenges, the social changes that are rapidly occurring as a 
result of the COVID 19 pandemic demand increased attention. Business 
owners, managers and employees alike must consider issues around health 
care, employee welfare, labour rights and supply chains. Further, as these new 
concerns present operational, reputational and other risks for businesses in 
many industries, it is increasingly critical for asset managers and investors to 
understand how to assess the unique concerns arising in this new environment. 
Importantly, this approach may not only mitigate loss but actually improve 
investment performance when it is needed most: initial data analyzed by 
Morningstar, a financial services research firm, shows that sustainable equity 
funds outperformed conventional funds through the early stages of the crisis.2 
Accordingly, this article provides a high-level framework for understanding 
social issues in all contexts, and then highlights some specific points arising out 
of the COVID-19 pandemic to consider for asset managers and other market 
participants, with or without an ESG mandate.

1 UNPRI, “ESG Integration: How are Social Issues Influencing Investment Decisions?” (2017), 
p. 6, available at: https://www.unpri.org/download?ac=6529

2 J. Hale, Ph.D, CFA, Morningstar, “U.S. Sustainable Funds Weathering Coronavirus 
Correction Better Than Most Funds” (4 March 2020), available at:  
https://www.morningstar.com/articles/970108/us-sustainable-funds-weathering-coronavirus-correction- 
better-than-most-funds
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International Standards
According to the UNPRI, social issues relevant to 
ESG analyses may include human rights, modern 
slavery, child labour, working conditions and 
employee relations.3 With these general consider-
ations in mind, asset managers and investors must 
develop more precise frameworks to analyze the 
social performance of their investments. The global 
nature of both the COVID 19 pandemic and many 
investment portfolios underpins the need to look to 
international standards when developing such a 
framework. Indeed, it may be impractical or impos-
sible to apply one framework to a portfolio 
consisting of assets in multiple jurisdictions around 
the world (which may be subject to divergent 
national practices and legal requirements, depend-
ing on the jurisdiction) without reference to uniform 
international standards.

The UN’s Universal Declaration of Human Rights 
(UDHR) is the most widely recognized international 
effort to establish a universal set of human rights 

3 UNPRI, “What is Responsible Investment?”, available at:  
https://www.unpri.org/pri/an-introduction-to-responsible-investment/what-is-responsible-investment

4 J. Alsford, Financial Times, “The Data Show It: Diverse Companies Do Better” (30 September 2019), available at:  
https://www.ft.com/content/7c3dbf1e-e047-11e9-b112-9624ec9edc59

and the most translated document in the world. 
The UDHR is a non-binding General Assembly 
resolution adopted in 1948 that sets out 30 differ-
ent human rights and freedoms, ranging from the 
right to life and liberty to specific labour rights 
including the right to equal pay for equal work. The 
resolution was given the force of international law 
in 1976 through two international treaties. Together, 
these three documents are referred to as the 
International Bill of Human Rights (IBHR), and the 
concepts therein have been recognized and 
adopted in various forms by over 170 countries.

The International Labour Organization (ILO) has 
further developed international standards on 
labour rights. In consultation with representatives 
of governments, employers and workers around the 
world, it has developed numerous labour 
“Conventions” that its member states may ratify 
and apply, including eight “core” Conventions that 
are considered to be the fundamental principles 
and rights at work. These ILO Core Conventions 
address rights to equal remuneration and non 
discrimination, among other things, and have been 
ratified by 155 countries.

Finally, the global community is increasingly 
emphasizing the importance of not only recogniz-
ing and protecting individual rights on a universal 
basis, but also promoting a diverse representation 
of backgrounds and inclusivity in all aspects of 
society. According to definitions used by the UN 
Global Compact, a sustainability initiative with 
13,000 corporate participants and other stakehold-
ers from 170 countries, diversity refers to the variety 
of similarities and differences among people. The 
corresponding notion of inclusion is a dynamic 
operating state, in which diversity is leveraged to 
create a fair, healthy and high-performing organiza-
tion or community. Diversity has been an area of 
increased interest in recent years, as data suggests 
that companies with a diverse workforce outper-
form their peers.4 

The table opposite this page summarizes some of 
the specific rights and freedoms found in the IBHR 
and ILO Core Conventions, as well as a list of 
factors relevant to diversity.

https://www.unpri.org/pri/an-introduction-to-responsible-investment/what-is-responsible-investment
https://www.ft.com/content/7c3dbf1e-e047-11e9-b112-9624ec9edc59
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How the International Community Defines Human 
Rights, Labour Rights and Diversity

IBHR: Human Rights for Everyone
ILO Core Conventions: Rights 
at Work

Diversity: Factors 
to Consider

We are all born free and equal
Everyone has the freedom of 
association

Gender

Everyone is entitled to non-discrimination Everyone has the right to orga-
nize and to collective bargaining

Gender Identity

Everyone has the right to life Ethnicity

No one shall be held in slavery Forced labour is prohibited Race

No one shall be tortured
Forced labour is expressly 
prohibited as a means of political 
coercion, punishment or 
education

Native or indige-
nous origin

Everyone is a person under the law Age

Everyone is equal under the law Everyone is entitled to non-dis-
crimination in employment and 
occupation

Generation

Human rights are protected by law Sexual Orientation

No arbitrary arrest, detainment or exile Culture

Everyone has the right to a fair trial Men and women are entitled to 
equal pay for work of equal value

Religion

Everyone is innocent until proven guilty Belief System

Everyone has the right to privacy The general minimum age for 
employment or work is 15 years, 
and the minimum age for 
hazardous work is 18 years

Marital Status

Everyone has the right move freely Parental Status

Everyone has the right to seek asylum
Socio-economic 
difference

Everyone has the right to a nationality Children must be safe from the 
worst forms of labour including 
use in armed conflict and illicit 
activities

Appearance

Everyone has the right to marry
Language and 
accent

Everyone has the right to own property Disability

Everyone has the right think freely Mental Health

Everyone has the right express themselves 
freely

Education

Everyone has the right to public assembly Geography

Everyone has the right to democracy Nationality

Everyone has the right social security Work Style

Everyone has rights at work Work Experience

Everyone has the right to leisure time
Job Role and 
Function

Everyone has the right to food and shelter Thinking Style

Everyone has the right to an education Personality Type

Everyone has the right to copyright art

Everyone has the right to fairness

We are all responsible for protecting others' 
rights and freedoms

Our rights may not be taken away

The UN and the ILO have each released specific guidance on applying human rights and labour rights in the business world. 
The UN’s “Guiding Principles on Business and Human Rights” are available at:  
https://www.ohchr.org/documents/publications/guidingprinciplesbusinesshr_en.pdf

Recently, the ILO issued specific guidance for applying its labour standards in the COVID-19 context, available at:  
https://www.ilo.org/wcmsp5/groups/public/---ed_norm/---normes/documents/publication/wcms_739937.pdf

https://www.ohchr.org/documents/publications/guidingprinciplesbusinesshr_en.pdf
https://www.ilo.org/wcmsp5/groups/public/---ed_norm/---normes/documents/publication/wcms_739937.pdf


A Framework for the “S” in ESG
Throughout the COVID-19 pandemic and beyond, these international 
standards provide a useful reference point for analyzing social factors within 
the following three categories:

Human Rights

Informed by the non-labour 
rights in the IBHR

Labour Rights

Informed by the labour rights in the 
IBHR and the ILO Core Conventions

Diversity and Inclusion

Informed by the definitions used by 
the UN Global Compact

As this framework is applied across different scenarios, investors may natu-
rally shift their focus to a subset of specific factors depending on the 
context. For example, a private-equity sponsor assessing a potential invest-
ment in the manufacturing industry may focus on the business’s efforts to 
create a safe working environment as described in the IBHR and the ILO 
Core Conventions, while a venture-capital investor may assess the impact of 
a new social media product on the right to privacy as recognized in the IBHR. 

Asset managers and investors of all types would do well to apply this frame-
work, as breach of any of the numerous rights therein may present legal, 
operational, reputational and other risks. A UN study of over 320 cases of 
alleged corporate-related human rights abuses illustrates the wide scope of 
potential liability: Companies were alleged to have breached 29 different 
rights (including 12 labour rights and 17 non-labour human rights) arising out 
of the IBHR and the ILO Core Conventions.5 Of particular relevance to the 
COVID-19 situation, the alleged abuses included breaches of rights to:

A safe work environment; 

Non-discrimination and equality at work; 

Life, liberty and security of the person; 

Physical and mental health; and 

Access to medical services

5 UN General Assembly, Addendum to Report of the Special Representative of the 
Secretary-General on the Issue of Human Rights and Transnational Corporations and 
Other Business Enterprises, “Corporations and Human Rights: A Survey of the Scope 
and Patterns of Alleged Corporate-Related Human Rights Abuse” (23 May 2008), 
available at:  
https://documents-dds-ny.un.org/doc/UNDOC/GEN/G08/136/61/PDF/G0813661.pdf
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COVID-19 Considerations for Asset 
Managers and Investors
There is perhaps no greater evidence of the business community’s growing 
attention to social factors in the COVID-19 pandemic than a recent state-
ment made by 195 long-term institutional investors representing over US$4.7 
trillion in AUM.6 In seeking to promote better business practices during the 
crisis, the investors state that the “long-term viability of the companies in 
which we invest is inextricably tied to the welfare of their stakeholders, 
including their employees, suppliers, customers and the communities in 
which they operate.” The group further urges the business community to 
take concrete steps to address the social consequences of the pandemic. 
Strikingly, the statement follows a letter to certain companies released earlier 
in the same week by a different investor group, consisting of 176 investors 
representing over US$4.5 trillion in AUM, calling for increased attention to 
human rights issues in due diligence more broadly and the public disclosure 
of specific information related to inadequate human rights due diligence 
practices by June 2020.7 

WHAT ARE INVESTORS CONCERNED ABOUT?

The two letters recently issued by large investor groups mention the follow-
ing specific concerns:

Employee health and safety,  
including remote working  
options during the pandemic

Paid leave for employees,  
including hourly and contract 
employees

Disclosure of human rights  
diligence processes

Supply chain stability

Retaining employees during  
the pandemic

Public commitments to human 
rights

In light of these statements evidencing the increased interest in the social 
aspects of ESG across all sectors, asset managers and investors may seek to 
address the following concerns when applying the above framework to 
analyze the social performance of their investments in three principal areas: 
treatment of employees and other stakeholders, impact on company supply 
chains and impact on customer and client relationships.

6 Investor Statement on Coronavirus Response (26 March 2020), available at:  
https://www.domini.com/uploads/files/INVESTOR-STATEMENT-ON-CORONAVIRUS-
RESPONSE-03.26.20.pdf

7 Investor Statement Calling on Companies to Improve Performance on the Corporate 
Human Rights Benchmark (22 March 2020), available at:  
https://investorsforhumanrights.org/sites/default/files/attachments/2020-03/Letter%20
Calling%20on%20Companies%20to%20Improve%20Human%20Rights%20Performance_
FINAL_Feb%2028.pdf

https://www.domini.com/uploads/files/INVESTOR-STATEMENT-ON-CORONAVIRUS-RESPONSE-03.26.20.pdf
https://www.domini.com/uploads/files/INVESTOR-STATEMENT-ON-CORONAVIRUS-RESPONSE-03.26.20.pdf
https://investorsforhumanrights.org/sites/default/files/attachments/2020-03/Letter%20Calling%20on%20Companies%20to%20Improve%20Human%20Rights%20Performance_FINAL_Feb%2028.pdf
https://investorsforhumanrights.org/sites/default/files/attachments/2020-03/Letter%20Calling%20on%20Companies%20to%20Improve%20Human%20Rights%20Performance_FINAL_Feb%2028.pdf
https://investorsforhumanrights.org/sites/default/files/attachments/2020-03/Letter%20Calling%20on%20Companies%20to%20Improve%20Human%20Rights%20Performance_FINAL_Feb%2028.pdf
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Management Engagement: Is manage-
ment communicating with employees, the 
community and other stakeholders regu-
larly? Is there transparency around 
business continuity and disaster recovery 
planning/operations? Do employees have 
an avenue to voice their concerns to 
management?

Management engagement implicates employee 
rights to a safe working environment and to physical 
and mental health, as employees must remain 
informed during this rapidly-changing situation. In all 
decisions, managers should consider the direct and 
indirect impact of policies and decisions, and be 
conscious of possible discrimination. For investors 
with a broad ESG mandate, effective top-down 
communication and decision-making may also 
indicate good governance.

Social Distancing: Are employees able to 
work from home? If not, is the business 
taking steps to implement social distanc-
ing in the office (e.g., are seating 
arrangements in open-plan offices 
adjusted)?

Social distancing reduces the risk of infection, and 
therefore implicates employee rights to a safe work-
ing environment and to physical and mental health. 
Further, if employees are otherwise not able to work 
from home and they do become sick while at work, 
their subsequent absence may create operational 
hurdles.

Compensation: Is there a safety net for 
employees whose compensation is 
affected, particularly hourly and/or con-
tract employees?

Changes to employee compensation during the 
COVID-19 pandemic may implicate an employee right 
to non-discrimination, equality at work and just and 
favorable remuneration. Thus far, investors have 
positively received efforts to guarantee up to 40 
hours of weekly pay for hourly employees and pay 
employees a one-time cash bonus.

Paid Leave and Other Benefits: Do 
employees get paid leave? Is paid leave 
limited to certain categories of employees 
(e.g., full-time, part-time, temporary and/
or contract workers)? Is the company 
providing other medical benefits (e.g., 
childcare)?

The ability to take paid leave may be critical for some 
employees, particularly those who work on an hourly 
or part-time basis, to practise social distancing 
effectively, self-quarantine and/or seek medical care. 
Accordingly, the provision of paid leave may implicate 
rights to access medical services and to physical and 
mental health. Investors have positively viewed efforts 
to offer emergency paid leave and expand existing 
benefits programs, including through creative efforts 
like offering employees access to a meditation app.

Termination: Are there any terminations or 
layoffs related to the pandemic? If so, are 
they being handled in accordance with 
applicable law (e.g., the WARN (Worker 
Adjustment and Retraining Notification) 
Act in the United States or consultation 
requirements in the EU) and in a non-dis-
criminatory manner?

Investors have reacted positively to efforts to retain 
employees at all costs throughout the crisis. If small-
scale terminations are necessary, they should be 
conducted in a manner that is transparent and 
non-discriminatory. Larger-scale layoffs present 
particularly significant, and potentially long-lasting, 
reputational risks at this time. If necessary, layoffs 
should be conducted in accordance with applicable 
laws, which may include consultation and notice 
requirements.

Treatment of Employees and Other Stakeholders
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Health, Safety and Welfare: Are entities 
throughout the supply chain taking care 
of the health and safety of their workers 
in line with applicable international and 
local laws, standards and practices?

Problems throughout a company's supply chain may be 
imputed onto the company itself. Further, companies 
should expect heightened scrutiny of the conduct of 
their suppliers during this time, particularly regarding 
health and safety practices. To the extent possible, 
companies should ensure that suppliers around the 
world are taking steps to protect the health and safety 
of their own employees and exert influence to promote 
better practices when possible.

Engagement: Does the company 
engage with its supply chain on ESG 
matters?

Companies that have historically maintained an ESG 
dialogue with suppliers should continue existing prac-
tices. During this time, management can show further 
initiative by proactively engaging with key suppliers on 
COVID 19 responses, including the need to maintain 
high working standards.

Monitoring: Does the company have an 
appropriate supply-chain management 
system?

Businesses should actively monitor changes in supply 
chains as international travel is restricted and local and 
national quarantine orders are issued and enforced. 
Existing systems should facilitate frequent and effective 
communication with suppliers.

Resilience: How has the supply chain 
fared during the crisis from an opera-
tional perspective? Is there an imperative 
to develop a more resilient business/
operational model?

From a risk management perspective, investors may 
view businesses that have prepared adequately for the 
crisis more favorably than those that have been caught 
off guard. Management should consider whether it is 
necessary to revise existing practices going forward.

Impact on Company Supply Chains 

Engagement: Has the company commu-
nicated with customers and clients 
during the crisis?

Customers and clients should be informed of business 
continuity efforts and key relationships should be 
maintained throughout the crisis. Companies should 
address any customer or client concerns or complaints 
efficiently during this time, particularly around health 
and safety issues.

Social Distancing: Is the company 
implementing social distancing in its 
dealings with customers (e.g., have 
brick-and-mortar stores limited customer 
occupancy and/or are goods and 
services being delivered virtually where 
possible)?

Social distancing efforts reduce the risk of infection for 
customers too, and failure to implement these measures 
may implicate rights to physical health. Companies 
should be sure to monitor and implement applicable 
local restrictions, including prohibitions on large 
gatherings or requirements to wear personal protective 
equipment, in offices and brick-and-mortar stores as 
necessary.

Impact on Customer and Client Relationships 
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As the unprecedented changes brought by the COVID-19 pandemic con-
tinue to manifest, it is perhaps easy to forget that the global business 
community is in the midst of a historic transition toward a more sustainable 
capitalism that prioritizes a broader group of stakeholders. In this broader 
context, proactive asset managers and investors can choose to take this 
tumultuous time as an opportunity to better understand what that transition 
means for their portfolios and how they can respond going forward. Indeed, 
as the pandemic has thrown a bright light upon the myriad risks hiding 
behind the “S” in ESG, it is now clearer than ever that asset managers and 
investors can better protect their investments and reputations by consider-
ing and actively addressing social factors in their various forms. 

To learn more about the evolving ESG landscape more broadly, and how 
asset managers can respond in all contexts, we invite you to read our com-
prehensive article, “Private Equity for the Public Interest: The Evolution of 
ESG in Asia and Considerations for Asset Managers and Investors”.

https://www.mayerbrown.com/-/media/files/perspectives-events/publications/2019/09/private_equity_for-_the_public_interest_the_evolution_of_esg_in_asia_and_considerations_for_asset_managers_and_investors_sept2019.pdf
https://www.mayerbrown.com/-/media/files/perspectives-events/publications/2019/09/private_equity_for-_the_public_interest_the_evolution_of_esg_in_asia_and_considerations_for_asset_managers_and_investors_sept2019.pdf
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