A report from the Economist Intelligence Unit.

THE ROAD FROM
PRINCIPLES TO PRACTICE

TODAY'S CHALLENGES FOR BUSINESS IN
RESPECTING HUMAN RIGHTS




SUPPORTED BY :

IeC

LT O
E s
oF v

e 46D BROASM (F3R0LAI00

& IPIECA

The stchat sl snd g induntry asecistion for
aviopmentsl poef 30cSel bt

dE

Dt e L LT
DG LA e m e Juy {6 ey
o pivedouhubbivnmitat Mithioss

W IneTe

1CA AbsARY
e -

Foreign &
Commonwearh

Otfico



The road from principles to practice:

Contents

About this research 2
Executive summary 4
Introduction: An inescapable encounter 7
PartI: Theintellectual argumentis (largely) over | 10
Part II: Turning thoughts into action will take time 15

Box - Corporate leaders in human rights: Ahead of the pack, but with a long road ahead 17

Box - Translating principles into practice: The Thun Group and techUK 20
Conclusion: The quickening pace of change 22
Appendix 24

© The Economist Intelligence Unit Limited 2015 1



The . |
Economist =

The road from principles to practice:

About this

research

The road from principles to practice: Today's challenges for
business in respecting human rights is a report by The Economist
Intelligence Unit spansored by a group of organisations
including governments, business groups, non-governmental
organisations, multinational companies, and law and auditing
firms. The study explores the views of businesses worldwide on
their responsibility to respect human rights and the ways in
which these obligations are carried out.

This paper draws on two main sources for its research and
findings, listed below.

® A global online survey of 853 senior corporate executives
carried outin November and December 2014.
Respondents’ companies are active in a wide variety of
sectors, the most common of which are financial services,
manufacturing, professional services (all 10%), technology,
and healthcare (each 9%). About half (51%) of respondents
have some human rights oversight role at their organisation.
Thirty percent are based in Europe, 29% in the Asia-Pacific
region, and 28% in North America, with the remainder from
Latin America, Africa, and the Middle East. Their companies
span a range of sizes, with 51% having an annual revenue

of under US$500 m, and 23% over US$5 bn. Those surveyed
mostly occupy senior positions, with 48% at C-suite or board
level.

® Extensive desk research and nine in-depth interviews
with independent experts and senior executives of major
companies

® Anson Maria Elizabeth Chan, former chief secretary
during both the British colonial government of Hong

Kong and the Hong Kong Special Administrative Region
government under Chinese rule, and elected member of the
Legislative Council of Hong Kong between 2007-08.

® Bob Collymore, chief executive officer, Safaricom.

@ Ruth Davis, head of the Cyber, Justice and National
Security Programme, techUK.

® Arvind Ganesan, director, Business and Human Rights
Division, Human Rights Watch.

® Jan Klawitter, government relations manager, Anglo
American.

® Christian Leitz, head of corporate responsibility, UBS.
® Ed Potter, director of workplace rights, Coca Cola.

® John Ruggie, Berthold Beitz professorin human rights
and international affairs, Kennedy School of Government,
Harvard University; former UN secretary general's special
representative on business and human rights.

® Margaret Wachenfeld, director of research and legal
affairs, Institute for Human Rights and Business

The Economist Intelligence Unit would like to thank all
interviewees and survey respondents for their time and
insight. We bear sole responsibility for the contents of this
report, which was written by Paul Kielstra and edited by
Aviva Freudmann.

? © The Economist Intelligence Unit Limited 2015
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The report’s sponsors and supporters are:

@ DLA Piper

@ Eli Lilly and Company

® Global Business Initiative on Human Rights

@ International Chamber of Commerce—World
Business Organisation

® International Organisation of Employers/
Organisation Internationale des Employeurs

® IPIECA—The global oil and gas industry
association for environmental and social issues

~The
Economist &=

@® Mazars

® Norwegian Government—Ministry of Foreign
Affairs

® Telenor Group

® UK Government—Foreign & Commonwealth
Office

@ Universal Rights Group

Defining human rights in relation to business

In this report, and the online survey underlying
1t, some questions refer to human rightsin

the context of 11 clusters, or areas of activity.

In the survey The EconomistIntelligence Unit
asks aboutthe relevance of each clusterto
businessesin their capacity as employers,
suppliers of goods and services, and corporate
citizens. We instructed respondents to calla
cluster relevantto their organisationifthe
company’'s operations and actionsin thatareaof
activity could have either a positive or negative
impact on relevant rights ofindividuals and/ora
commumty. :

The clusters are as follows.

® Conditions of work and employment (eg; the
rightto health and safety atwork, freedomfrom
discrimination, rightto a fairwage and equal
pay, freedom from child labour).

® Workplace dialogue (eq, freedom of
association, collective bargaining, theright to
joinatrade union):

® Gross human rights abuses (eg; freedom
from torture, cruetand inhumane treatment,
including slavery and genocide).

® Adequate standard of living (eg, the rightto
physicaland mentalhealth, food'and housing).

® Private life (eg, the right to privacy and
family life).

® Rights related to land (eg, the rightto
livelihood, to own property, to participatein
cultural'life).

® Civic life and participation (eg, freedom of
‘expression, the right to political expression,
rightto peaceful assembly, rightto
information).

® Access tojustice (eg, the right to effective
remedy, right to fair trial before the law, rightto
dueprocess),

® Intellectual spiritualand cultural iife (eg,
freadom of thoughtand opinion, freedom of
religion, the rightto participatein cultural ife).

@ Rights related to the environment (eg, the
rightto cleanwater, sanitation, environmental
health).

® Education and access to technology (eq,
the right to education, right to enjoymentof
technological progress).

© The Economist Intelligence Unit Limited 2015 3
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Executive

summary

Over the last decade, the field of business and
human rights has seen a dramatic evolution,
from a situation in which companies and human
rights activists were at odds, to onein which
stakeholders have begun to approach a common
understanding of the risks, challenges and
opportunities involved. This evolution is best
represented by the UN Human Rights Council’s
endorsementin 2011 of the Guiding Principles
on Business and Human Rights, following a
long process of consultation and debate among
companies, activists, governments and many
others.

This watershed event was, however, only “the
end of the beginning”, in the words of John
Ruggie, a former UN secretary-general’s

special representative on human rights and
transnational corporations. Spectacular failures
of human rights protection still claim headlines.
To citejust one of several recent examples, the
tragic collapse of the Rana Plaza commercial
building in April 2013 led to renewed questions
about the quality of companies’ oversight of their
suppliers’ human rights practices as well as the
role of governmentin protecting such rights.

On the positive side, many in the business
community are more focused than ever on
human rights and how to apply the 2011 Guiding

© The Econamist Intelligence Unit Limited 2015

Principles—even as debates continue on the
limits, precise content, and legal status of
companies’ responsibility to respect human
rights. To gain closerinsights into this debate,
The Economist Intelligence Unit undertook this
study, whichis based on a survey of 853 senior
executives from a range ofindustries, as well as
in-depth interviews with nine corporate leaders
and otherindependent experts. The study’s key
findings are listed below.

A large majority of executives now believe that
businessis an important playerin respecting
human rights, and that what their companies
do—or fail to do—affects those rights. In our
survey, 83% of respondents agree (74% of whom
do so strongly) that human rights are a matter for
business as well as governments. Similarly, 71%
say that their company’s responsibility to respect
these rights goes beyond simple obedience to
local laws. Finally, for each of the 11 clusters of
human rights in our survey, most respondents
report that their firms’ operations have an
impact. This degree of agreement represents a
substantial shift from views in the past. Arvind
Ganesan, director of the human rights division of
anon-governmental organisation (NGO), Human
Rights Watch, recalls that as recently as the late
1990s, “there was no recognition that companies
had human rights responsibilities.”
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Companies see human rights mainly as a
stakeholder and ethicalissue; a business case
for respecting human rights focused on more
immediate costs and benefits is less widely
accepted. The leading drivers of corporate human
rights policies, which are broadly consistent
across industries and regions, are: building
sustainable relationships with local communities
(cited by 48% of respondents); protecting the
company brand and reputation (43%); meeting
employee expectations (41%); and moral/ethical
considerations (41%). Although such stakeholder
and ethicalissues have a substantialimpact on
the long-term profitability of the company, only
21% say that a clear business caseis driving their
human rights policy. Similarly, when asked about
the main barriers that their companies face in
addressing human rights, 15% of respondents
agreed with the statement, “Business would incur
costs/see profit margins reduced”. Moreover,
while stakeholder relations are animportant
business consideration, these can sometimes

lack the immediacy of other concerns. This helps
to explain why the second-largest barrier to
addressing human rightsis a lack of resources
(27%).

While corporate attitudes are evolving fairly
quickly, concrete steps to reform company
policies and to communicate such changes
externally are slower to follow. Our survey
shows that companies are integrating human
rights considerations into their policy making.
For example, 44% of respondents say that human
rights are anissue on which chief executive
officers (CEOs) take the lead, and 22% say that
they have a publicly available human rights
policy in some form. Interpreting these results

is a matter of perspective. For some, figures

such as these are encouragingly high, given

the relatively short length of time that human
rights have been on the corporate agenda. As
Jan Klawitter, government-relations manager of
Anglo American, putsit, “Big corporations need
time to change; processes take time to change.
(...) Itisjust a reality.” Others focus on the gap
between the proportion of respondents willing to

acknowledge the importance of human rights to
business, and the smaller proportion saying that
they have taken action. Mr Ganesan, for example,
says that “a lot of companies do not do these
things” and sees no real shiftin the business
environment. Only time will show to what extent
the current activity in this field will bring real
change.

Companies are still coming to grips with what
their responsibilities mean in practice, a
process that will also take time. When it comes
to human rights, Ruth Davis, head of the cyber,
justice and national security programme for IT
industry group, techUK, describes businesses as
“often uncertain of where to start.” Respondents
list a lack of understanding of their company's
responsibilitiesin this area (32%) and a lack

of training and education for employees (26%)
as the firstand third most common barriers

to progress. Similarly, new initiatives that
respondents are most likely to say would help
them carry out their responsibilities are about
providing data: public benchmarking of company
performance (39%) and access to reliable,
independentinformation on country-level human
rights situations (32%). Companies are working
towards improving their understanding of the
issues, either through their own initiatives, or

in co-operation with other companies, or with
the help of experts and stakeholders. The result
of these efforts to date show that there are no
shortcuts: efforts to sharpen the corporate focus
on respecting human rights will take time and
experience.

Current leaders in corporate action on human
rights have moved ahead by embedding respect
for human rights within their organisations,
but acknowledge that they still have much to
learn. The 25% of respondents who believe their
company’s human rights policies outperform
those of their competitors have several things

in common. These firms are more likely to have
internalised respect for human rights: 52%

say that moral and ethical considerations are a
leading driver of human rights policies, compared

© The Economist Intelligence Unit Limited 2015
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with just 39% of other firms. The leading
companies are also far less likely than other

firms to say that their corporate culture hampers
progress on human rights issues. Moreover,
leading companies tend to have senior leadership
activelyinvolved in human rights issues.
Unsurprisingly, moreover, leading companies are
more likely to have human rights policiesin place

© The Economist Intelligence Unit Limited 2015

and to communicate externally and internally on
human rights matters. Where they are similar to
other companies, however, is in citing a lack of
understanding as a barrier to further progress.
Thisis not because their efforts have failed to
bring knowledge—quite the opposite. They have
made clear how much more thereis to learnina
very complex field. 54|
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Introduction

Aninescapable encounter

Arapidincreasein activity among governments,
NGOs and others has created “a burgeoning
business and human rights space,” to use the
phrase of Margaret Wachenfeld, director of
research and legal affairs at the Institute for
Human Rights and Business (IHRB). Companies
are also involved: 63% of all those surveyed,

and a majority in every industry with substantial
respondent numbers, say that discussions on

the topic have become more prevalent at their
organisations over the last five years. This
reflects the broader societalinterestin the issue.
Jan Klawitter, group manager for government
relations at Anglo American, a UK-based global
mining firm, notes that “the topic of business and
human rights has come more to the attention

of the public. Theissue has become much more
current.” Similarly, what Christian Leitz, head of
corporate responsibility at Swiss bank UBS says
about his sector applies more widely: “Human
rights have increased in relevance over the last
decade. Thereis a growing level of expectation on
the topic [from other stakeholders].”

Although a modernissue, the role of business in
respecting human rightsis also an issue with a
long history. Two trends, dating back to at least
the end of the second world war, have made some
business involvementin human rights issues
inevitable.

The firsttrend is the spread of aspirational
statements and, subsequently, legalinstruments
promoting respect for human rights, beginning
with the UN’s Universal Declaration of Human
Rightsin 1948. Although the declaration is non-
binding, its force and that of subsequent treaties
hasincreased, through the accretion of formal
commitments and also through the hardening of
certain human rights principlesinto customary
international law—the generally accepted
requirements that derive from expectations
rather than written text. The nine core UN human
rights treaties signed since 1965 and the eight
optional protocols—one of which is given the
same status as a core treaty by the UN—cover
issues from protection against torture, through
anti-discrimination of various kinds, to economic
and social rights. These are the most prominent
of dozens of international commitments and
declarations, which sitalongside domestic laws
relevant to diverse aspects of human rights.

The second trend has been the growing
internationalisation of business activity, through
more global supply chains and sales as well as the
development of transnational activities within
single companies. This is often associated with
the substantial economic and social globalisation
that has defined much of international life since
the fall of the Soviet Union. In practice, it goes
back further. To use just one metric, the 1950s

© The Economist Intelligence Unit Limited 2015
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and 1960s saw the growth of first American and
then European transnational corporations (TNCs)
so that, by 1970, figures by the UN Conference on
Trade and Development (UNCTAD) suggest there
were anywhere between 7,000 and 10,000 such
organisations. By the early 1990s this had grown
to 37,000 and in 2008 stood at over 80,000.

The two trends have contributed in recent
decades to a debate on whether, how, and

in what form, the wider business community
should respect human rights. This has arisen,

for example, in the context of decisions on
investmentin pariah states—notably in
apartheid South Africa and, more recently, in
pre-reform Myanmar. Individual industries have
also faced specific, headline-grabbing issues
over the years, such as working conditions in
information technology (IT) supplier factories;
child labourin sporting goods manufacturing;

or the controversy faced by the pharmaceutical
sector over the use of generic HIV/AIDS
treatments inimpoverished countries. In 2013
the death of over 1,000 garment workers in
Bangladesh when the Rana Plaza factory building
collapsed was a painful reminder that the
clothing and fashion industry had, after decades
of effort, not putits supply chainin order:
employees had been required to show up for work
despite the discovery of cracks in the building
the day before. Although individualissues may
rise and fade as they are addressed with differing
levels of effectiveness, the broader question of
companies’ human rights responsibilities persist
as globalisation progresses.

The precise nature of these responsibilities,
though, has often been contentious. Efforts

by the UN to create a code of conduct for TNCs
date back to the creation of the Commission on
Transnational Corporations in the early 1970s.
The code that the Commission finally proposed
in 1990included, among other elements, several
paragraphs devoted to a range of human right
issues. The draft was abandoned, however, after
four years of fruitless disagreement between
developed and developing countries over the

© The Economist Intelligence Uinit Limited 2015
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degree to which it should be legally binding.

In 1998 the UN Sub-commission on the
Promotion and Protection of Human Rights
created another working group to look at TNCs.
Over the following five years, this five-member
body drafted a document known as Norms on
the Responsibilities of Transnational Corporations
and Other Business Enterprises with Regard to
Human Rights (the Norms). Opposition from

a range of sources, including the business
community, certain member states—particularly
those in the developed world that objected

to directimposition of binding requirements

on companies—and some human rights NGOs
that were opposed to imposing on companies
obligations properly belonging to states led to
this process failing as well.

A contemporary initiative, however, showed
that companies were not averse to looking at
their human rights responsibilities. In 1999 the
UN helped create the Global Compact, a multi-
stakeholder body thatincludes a substantial
number of companies of various sizes. Alladhere
to ten principles, the first six of which are human
rights related. After the failure of the Norms,
inan attempt to break the stalemate of earlier
efforts, the UN secretary-general appointed
John Ruggie, who had beeninvolved in the
Global Compact, to the position of “special
representative on theissue of human rights and
transnational corporations and other business
enterprises”,

Mr Ruggie oversaw a process thatinvolved

wide consultation on the best way forward. The
initial outcome of this was the publication of
the Protect, Respect, Remedy framework, which
clarified the duties of states to protect rights, of
companies to respect them and for both to have
appropriate remediation mechanismsin place
should things go wrong. A more significant step
was publication of the Guiding Principles on
Business and Human Rights, which the UN Human
Rights Council (UNHRC) endorsed in 2011. These
have achieved widespread acceptance among
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stakeholders, having, for example, beeninserted
largely verbatim into the OECD's Guidelines for
Multinational Enterprises. Since that year, the UN
Working Group on Business and Human Rights,

a body of five experts created by the UNHRC,

has been actively promoting the dissemination
and implementation of the principles as well as
identifying and encouraging best practice.

Rather than creating any new binding
obligations, the Guiding Principles aim to
improve standards and practices by outlining the
existing responsibilities of both governments
and companies. For states, the duty to protect
involves enacting laws consistent with their
treaty obligations, enforcing them, and
interacting with businesses—such asin public
procurement or investment assistance—in a
way that encourages and supports companies’
human rights efforts. Although the state’s

duty to protectisa crucial part of the human
rights whole, this study focuses on companies.
For all businesses, large and small, the Guiding
Principles explain that respecting human rights

effectively involves consideration of their own
direct activities as well as the broader impact of
what they do. This should include, at a minimum,
a human rights policy in some form, appropriate
human rights due diligence, and a remediation
processin the event of a complaint. The Guiding
Principles, however, are not comprehensive.

Mr Ruggie notes that, “by themselves, they will
notend all the challenges. They mark the end

of the beginning. Now that we have a common
foundation of minimum standards and processes,
they will need to be developed in a more granular
way.”

This study by The Economist Intelligence Unit,
drawing on a survey of 853 senior executives

from a range of industries, as well as in-depth
interviews with nine corporate leaders and experts
in this area, looks at how that developmentis
faring. It examines the current state, and possible
evolution, of corporate thinking and behaviour, as
executives wrestle with the practicalimplications
of respecting human rights.

© The Economist Intelligence Unit Limited 2015
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to human
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...That
respecting
human rights
requires more
than mere
compliance
with local
laws...
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" PartI: The intellectual argumentis

- (largely) over

Although the current climate makes corporate
discussion of human rights predictable, more
striking is how many senior executives now
accept that business has an important role in this
area. For example, 83% of respondents agree
(74% of whom do so strongly), that human rights
are a matter for business as well as governments.
These figures remain high irrespective of
company size, industry sector, and geographic
region.

This represents a fairly recent substantial shift
in sentiment. Mr Ganesan recalls thatin the late
1990s the situation was quite different: “At that
time, there was no recognition that companies
had human rights responsibilities. Between
2000 and 2006, small core groups of companies
in many sectors began to say that they had. One
big impact of the Guiding Principles is that they
institutionalised a decade-long trend.”

An example from Coca Cola shows the practical
difference that this shift can make: Ed Potter,
director of global workplace rights at Coca Cola,
has seen an evolution in the willingness of his
company’s largely independent bottlers to
engage on thisissue. “In 2005" he says, “there
was a lot of resistance, not philosophical but over
how the company would influence the issue. In
2014 we adopted a consolidated human rights
policy. It took eight monthsin 2005 to align with
the bottlers. It took 15 minutes last year.”

Seventy-one percent of respondents say that
their firm's responsibility to respect these rights
goes beyond simple obedience to local laws.
Moreover, the surveyindicates that where state
governance is weak, companies have greater

© The Economist Intelligence Unit Limited 2015

human rights relevance. Respondents who report
that poor local enforcement of laws is a leading
barrier to their firm addressing human rights
issues are generally as likely as, or more likely
than, the full sample to see their companies’
operations as having relevancein to every
human rights cluster considered in the survey.
This helps to explain the greater relevance of
company operations to possible land-rights
issues and to gross human rights abuses reported
by respandents based in the developing world,
notably Africa.

For Mr Klawitter of Anglo American, this result

is consistent with the difficulties around
respecting human rights that may be caused by
poor state governance. It also increases demand
for companies to deliver services more usually
provided by governments in more developed
countries, such as access to water, roads or
education. “The question is ‘Where do you draw
the line of whatis the responsibility of the
business?’ If you provide the services, you are
responsible if something goes wrong. Thatis why
the complementarity of the state duty to protect,
and the company’s duty to respect, is so crucial,”
he explains.

He adds, however, that this additional burden

in weakly governed states is more a variation
ona theme applicable worldwide than a stark
difference between countries with weak and
strong governance. Even where governance

is stronger, a majority of respondents still see
their activities as relevant to every human right
covered by the survey with the exception of land
rights, and here the figure is 48%. Mr Klawitter
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GROSS HUMAN RIGHTS ABUSES (eqg, freedom from torture, cruel and inhumane treatment, including slavery and genocide)

ADEQUATE STANDARD OF LIVING (eq, right to physical and mental health, right to food, right to housing)

PRIVATE LIFE (eg, right to privacy, right to family life)

RIGHTS RELATED TO LAND (eg, right to livelihood, right to own property, right to participate in cultural life)

CIVIC LIFE AND PARTICIPATION (eg, freedom of expression, right to political expression, right to peaceful assembly, right to information)

ACCESS TO JUSTICE (eq, right to effective remedy, right to fair trial before the law, right to due process)

INTELLECTUAL, SPIRITUAL AND CULTURAL LIFE (eg, freedom of thought and opinion, freedom of religion, right to participate in cultural life)

RIGHTS RELATED TO THE ENVIRONMENT (eg, right to clean water and sanitation, right to environmental health)
78

-
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EDUCATION AND ACCESSTO TEEHNULUGY (eq, right to educatmn right to enjoyment of technological process)

explains that for his company “you are broadly
dealing with the same set of salient human rights
risks in any kind of context, whether developed
or developing. Take Australia and Canada, for
example, where you have potentially vulnerable
indigenous people [living near substantial
mineral resources].”

Most executives now also understand that
companies affect human rights in many ways.
Specific rights sometimes have obvious sectoral
links: respondents from the construction (70%)
and energy (61%) industries, for example, are
more likely to see land rights as relevant to their
operations than are respondents from the field
of education (37%). More striking, though, is
how consistently respondents recognise that
their companies’ activities have animpact on

a broad range of human rights. In each of the
11 clusters of human rights identified in our
survey, a majority of respondents say that these
are relevant to their own firm’s operations.

In particular, roughly three-quarters or more
believe that their company’s activities affect
employmentissues (both working conditions
and collective bargaining rights); the right to

a private life; to education; to anintellectual

and cultural life; to environment-related rights;
and to access tojustice. Rather than being
about high-profile controversies, human rights
challenges are a part of a wide range of daily
business activities.

Such a perspective sometimes arises from
experience. Ms Davis, of techUK, notes that IT
“is perhaps notan obvious choice for a sector
with human rights issues, but regime changes
in the Middle Eastin the last four years shone

a lightinto problem areas.” In particular, the
turmoil there revealed that overthrown regimes
in Egypt and Libya had used certain commercial
cryptographic and filtering software in a
repressive manner. “Many tech companies are
keen to make sure that the capabilities they are
selling are used to prevent harm, not to cause
it,"” she adds. Other companies draw on detailed
research to identify potential human-rights
problem areas. Coca Cola, Mr Potter reports,
conducted a human rights risk analysis of its
entire value chain, which identified seven
priority risks, ranging from employment and
health and safety issues, through to land rights,
compliance with transparency and due diligence
requirements.

© The Economist Intelligence Unit Limited 2015 11
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A company that recognises the relevance of its
activities to various human rightsis also more
likely to perceive previously identified problems
in new ways. Mr Klawitter notes that a company
might have already understood that land
acquisition might present a variety of risks, but
viewing it from a human rights perspective also
identifies the impacts on people’s daily lives. “In
addition to looking at technicalities, a human
rights approach brings a more interconnected
view to the company,” he says.

Although executives have become sensitive to a
range of human rights issues, only 21% say that
a clear and immediate business case, involving

a risk-benefit analysis or a gainin competitive
advantage, is driving their human rights policy.
Moreover, short-term profit considerations can
slow corporate activity in the human rights area.
In our survey, 15% of respondents said that the
potential cost of respecting human rights, or

a possible loss of profits related to respecting
human rights, are among the five biggest barriers
to taking action in this area faced by their
company.

Where businesses are pro-active in the area

of human rights, longer-term issues of brand
and reputation management tend to drive the
activity, rather than efforts to secure a short-
term business advantage. Our survey shows that

The road from principles to practice:

the four main drivers of corporate activity in

this area are: building sustainable relationships
with local communities (48%); protecting the
company brand and reputation (43%); meeting
employee expectations (41%); and moral/ethical
considerations (41%)

Although the order varies, these are the top
responsesin almostallindustries and geographic
regions. This focus on relationships with
stakeholders does not surprise Mr Ganesan.

“In almostallinstances, the starting point [for
companies addressing human rights] is that they
know they need to deal with stakeholders,” he
says.

This raises whole new levels of complexity, as
the sources of risk to stakeholder relationships
include notjust the immediate activities of the
business but most actions that affect business
profile more broadly. The executives surveyed
understand this: for example, 85% agree that
sponsors of major global sporting events should
use theirinfluence to ensure that the rights

of workers and local communities involved are
respected by all. On the other hand, to cite
justone of any number of possible examples,
recent events in Hong Kong show starkly how
missteps by business in a human-rights-related
controversy can have a pronounced impact.
Several prominent business organisations there

From the following list, please select all that apply to your company.

(% respondents)

My company communicates on issues related to human rights to internal stakeholders

My company does not use the term “human rights” in its communications about human rights

My company communicates on issues related to human rights to external stakeholders

My company communicates on human rights issues as part of its stakeholder engagement on corporate responsibility/sustainability

My company reports an human rights when prompted or required to do so by stakeholders (eg, government, shareholders)

My company publishes an annual public report on issues related to human rights

My company reports about assessments of its impact on human rights for specific parts of its operations (eq, for a country, a single factory, or site)

My company’s reports on human rights are consistent with the Global Reporting Initiative or an equivalent standard (please specify)

(=]
Qo
3
-
=
3
Qo
=

None of the above - my company does not communicate about our human rights impact internally or externally

© The Ecanamist Intelligence Unit Limited 2015
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were actively critical of the pro-democracy
protesters’ plans to shut down the central
business district with a sit-inin support of, inter
alia, freedom of speech, democratic rights, and
the appropriate formal power that business
should have in government. Though some of the
organisations’ executives privately denied that
their newspaper ads condemning the “Occupy
Central” movement were expressing opposition
to the protesters’ demands for universal suffrage,
they were broadly seen to be doing so by the
general public. Eveninternational businesses
were involved, with the “Big Four” accounting
firms taking out a newspaper advertisement
stating their opposition. The active opposition
of the business organisations and the Big

Four created resentment toward the business
community amongst the general publicin Hong
Kong. Some Hong Kongers even argue that the
failure of otherinternational businesses to speak
upin favour of universal suffrage was just as
damaging to public perceptions of the business
community.

Anson Chan, former chief secretary of Hong
Kong under both UK and Chinese rule, currently
leads Hong Kong 2020, a democratic reform
group that was sympathetic to the protests but
not actively involved with them. In looking at
the outcome of these events for the business
community, Ms Chan explains that executives
“may believe they have been successful. Business
has concluded thatitis better to keep your head
low, do what you are told, and your interests will
be protected.”

She notes, however, that such an approach has
hurtimportant stakeholder relationships. One
is with employees. In the most notable example,
Ms Chan considers that the advertisement placed
by the “Big Four” was notjust a public-relations
disaster, it also “provoked their own staffinto
taking out a counter-advertisement saying that
this does not represent our own views”. The

text of the employee statement began with the
phrase “You boss,” which in Cantonese, the South
China Morning Post reports, is a term that can be

“an expression of anger bordering on vulgarity,
hinting at the strong sentiments behind the
unusual public comment.” The reaction by
businesses, says Ms Chan, has also done little to
enhance relations with the community. Business
leaders “areincreasingly perceived by the man in
the streetas an elitein cahoots with government,
and that governmentis protecting them at the
expense of the public good. This is the main

gripe.”

Relationships with stakeholders certainly have
animpacton the bottom line in a variety of ways.
As Mr Klawitter notes, “over the past few years,
large infrastructure and extractive projects have
experienced significant cost overruns because
of delays resulting from community opposition.”
He adds that the positive stakeholder relations
arising from a good track record in human rights
improve access to resources—notjust to raw
materials, where government and community
relations matter, but also to talented employees
who prefer to work for such a firm.

Similarly, Mr Potter explains that years of
building trust make it easier to deal with
problems when they arise. A decade ago, he
says, if a human rights issue became apparent,
accusations and responses would have taken
placein public from the start, usually in a spirit
of hostility. “Today, we are far enough along, and
have robust enough stakeholder relationships,
that we are able to address and resolve most
issues outside of the public spotlight. We are not
disparaged in the way we would have been until
about 2009; we have reached the point where
we get the benefit of the doubt from responsible
stakeholders.”

The underlying drivers of human rights policy,
then, are substantial business considerations.
Some, such as project delays from community
opposition or the impact of a crisis on sales,

can beimmediate, but our respondents seem

to consider brand as well as employee and
community relations as typically longer-term
considerations rather than part of the immediate

© The Economist Intelligence Unit Limited 2015 13
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business case. The longer-term nature of the
motivations does not necessarily impede
progress: it may even shelter existing projects
amid economic turmoil. Mr Ruggie has been
surprised thatin the leading firms he has visited,
despite the economic difficulties of recent years,
“commitment to community engagementis

seen as soimportant to being able to run the
operation that [human rights efforts] have not
been affected.”

On the other hand, without some immediate

or obvious payoff, new initiatives on human
rights can languish. Ms Wachenfeld points out
that human rights tend to be part of a complex
environmental and social risk agenda that
includes climate change and biodiversity. It can
be difficult to “capture the attention of senior
management, evenin this area, when there are
15 different other things” she says. Mr Ganesan
adds that some business and human rights
conferences turninto a kind of “large therapy
session fora number of people who feel like

they are swimming upstream within their own
companies.” In particular, survey respondents say
that human rights efforts within their companies
suffer from a lack of funding: the second biggest
barrier to addressing these issues, according to
respondents, is lack of money and staff (27%).
Bob Collymore, CEQ of Safaricom, a Kenyan
mobile communications company, comments that
such behaviour “all comes back to short-termism.
If businesses see life in the short term, they will
not deal with human rights issues that are spread
overa number of years,” Human rights, then,
represent a long-term, strategic consideration,

D The Economist Intelligence Unit Limited 2015
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rather than animmediate, tactical one of the sort
that tends to generate a sense of urgency.

A caveat

These findings, of course, require some nuance.
Even ifa large majority agrees that corporate
actions are relevant to human rights, that

view is not universal: 28% of respondents, for
example, believe that respecting human rights
is simply a matter of compliance with relevant
local laws. Moreover, some variation inevitably
exists in how those surveyed view their rolein
respecting rights. For example, 62% overall
agree that avoiding a repetition of events such
as the Rana Plaza factory disasteris primarily
the responsibility of the multinationals that
purchase products from these suppliers, and
not the responsibility of the local government.
Butamong consumer goods firms—a sector that
includes the clothing and fashion industry—
agreement drops to 48%. This proportion is
still (slightly) higher than the 45% within that
industry who disagree with the proposition. Yet
the split of opinion within the consumer goods
industry suggests thatitis easier to assign
responsibilities where such obligations do not
impinge directly on one’s own firm.

Finally, even if most companies now accept
business responsibilities in the field of human
rights, concrete action by businessesin a
complex situation is not a given. Itis therefore
necessary to turn from a discussion of attitudes
to an examination of whether, and how, business
behaviouris actually changing. F
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Part II: Turning thoughts into action

will take time

While our survey shows broad agreement on the
importance of business respecting human rights,
this view is not, as yet, matched by efforts in this
direction. In particular, attention in this area by
C-suite executives can be difficult to obtain. In

Mr Potter’s experience, “The number of leading
companies that have made substantial progress is
actually quite small.”

What the current state of activity means, though,
depends on whether the glass is seen as being
partly full or partly empty.

Speed isin the eye of the beholder

On the plus side, companies have integrated
their human rights activities and responsibilities
into a wide range of departments, well beyond
corporate social responsibility (CSR). According
to respondents, the CEQ is most likely to take the
leading role in this area (44%), followed by CSR
(34%). Human resources (24%) and strategy
(19%) also often have such responsibility.
Looking beyond leadership, seven separate
functions are actively involved in this area at
more than 50% of respondents’ companies.

For each of the following functions in your company, please indicate the level of its involvement in meeting your company’s
responsibility to respect human rights (eg, by implementing and overseeing your company’s policy commitment on human

rights). Please select one option per row

% respondents
( P ) M Taking the lead

Corporate sodal responsibility

Non-executive directors

Investor relations

Procurement

Information technology

W Actively involved, but notin a leadership position

W Consulted on it. but not actively involved

M Not at all consulted or involved Not applicable Don‘t know

Strategy

Sales

Marketing

© The Economist Intelligence Unit Limited 2015 15
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Such broad-based corporate involvement—

with an active C-suite setting the tone and

many corporate departments involved—is “the
keystone of success,” says Mr Potter. “This range
of actors is crucial. At Coca Cola, human rights
governance comes out of the global workplace
rights group, but the reality is that we need to
have other functions, such as procurement,
technical, legal, public affairs, and enterprise
risk on board.”

On the other hand these numbers, which may
seem surprisingly high given the recentarrival
of human rights on many corporate agendas,
suggest potential concerns as well. For example,
even though 83% of respondents agree that
human rights are a matter for business, at 56%
of firms surveyed the CEO does not take a leading
role, and at 37% of companies nobody does.
Moreaver, the existence of formal responsibility
does not always mean substantial activity: in Mr
Ganesan's experience, “a lot of companies do not
do these things.”

A similarly mixed picture emerges from looking
atother survey data. As Ms Wachenfeld puts it,
“All of the process steps in the Guiding Principles
are critical. They are the means for laying the
groundwork for a systematic approach to what
companies are doing.” On human rights policy,
for example, the Principles recommend that
companies have a publicly available statement
that, among other things, draws on external
andinternal expertiseinits formulation. The
statementor policy should also be communicated
internally to all personnel as well as externally
to business partners and other relevant
stakeholders. Among respondents, though,

22% have a publicly available policy and a
further 19% have a purely internal one. Of those
with a publicly available policy, 37% consulted
external stakeholders when drafting itand 62%
communicate it to stakeholders.

These figures show that only a minority are
following best practice in a fundamental area.
However, this may not necessarily be a cause for

© The Economist Intelligence Unit Limited 2015
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concern, considering that the Guiding Principles
have beenin place forjust a few years. “We have
to acknowledge that big corporations need time
to change; processes take time to change. It

is not an excuse for doing nothing: itis just a
reality,” says Mr Klawitter,

Nor does a lack of formal policy necessarily mean
that human rights considerations are absent, he
adds. For Anglo American, attempting to adhere
to the Guiding Principles, has meant “extracting
previously integrated human rights elements
from our risk and management processes,
putting them into a policy, and now we are trying
to embed itin other processes. Many larger
companies will probably have a lot of relevant
things already in place, maybe without looking at
itthrough a human rights lens.”

Others take a different view. Mr Ganesan notes
that the simple existence of a policy does not
mean very much onits own; what matters is its
contentand implementation. More generally,
companies that wish to are able to use the
Guiding Principles as a tool, “but has the business
environment changed? Clearly not,” he believes.

What the data show undoubtedly is that some
companies have involved several corporate
departments in addressing human rights policy,
with ultimate responsibility resting with the top
leadership, and that they have instituted policies
and have been communicating cn human rights.
An analysis of the companies in our survey that
believe they are the top performers in the field
of human rights shows the importance of this
broad-based corporate involvement. [See box:
Corporate leadersin human rights: Ahead of the
pack, but with a long road ahead]

Moreover, many companies are active in this area:
only 20% say that their firms have no priority
human rights goalsin the next 12 months,

Mr Ruggie sees “a deep-dive learning process

and period of hard work and implementation,
which does not generate as much noise” as
international consultations, butis just as
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important to progress. Only time will tell,
though, how effectively this process will lead
to the practical embedding of human rights

considerations within companies at a level that
is consistent with what executives currently say
about theirimportance.

Corporate leaders in human rights:
Ahead of the pack, but mth a long road ahead

InThe Economist Intelligence Unit's survey,
one-quarter of respondents stronglyagree
that their company outperforms competitors
on human rights policy. The companiesin this
self-benchmarked group of 210 firms, known
hereas “Leaders”, have avarietyofthings = .
in common that pointto greater chanceof
successin this field.

The firstis a higher level of commitment to,
and beliefin, the relevance of human rights
throughout the organisation. This beginsat
the top. Leading companies are more likely
than others to have a chief executive officer
(CEO) who takes an active role on humari
rights policy (59% compared with 39%), and
forthe CEQ's activity to be a top driver of the
firm’s commitment to respectthese rights
(34% Vversus 21%). Similarly, non-executive
directors playa primary or active human
rights role at 49% of Leaders compared with
33% of other companies.

This has a marked effect on executive
perceptions, such as appreciating the
implications of business activity for human
rights. Those surveyed within the Leaders
were noticeably more likely (13% more so, on
average) to see their operations as relevant to
all 11 clusters of rights covered by the survey.

More importantly, respectfor humanrights
is becoming internalised within the top
companies. Respondents from Leaders are
far more likely to cite moraland ethical
considerations as one of the mostimportant
drivers of the company’s human rights
commitments (52% compared with 37% for
other firms) and to believe that respecting

human rights goes beyond mere legal
compliance (78% versus'69%). This percolates
through the firm: while an apathetic

-~corporate cultureis a leading barrier to

addressing human rightsissues atone in eight
other companies, only onein 29 respondents
atLeaders report this.

This does not surprise Bob Collymore, CEO of
Safaricom, a Kenyan mobile communications
business. He says that the key to embedding
human rights thinking across his company
has been to understand the importance of
those rights to the firm's stated overarching
mission, to “transform lives.” He calls these
“simple words that describea lot of things.
The rights of children do not affect ourability
to sellairtime, but they affect the community
thatwe serve. Ignoring them would not be
conducive to doing business over the next
30years. In creating a productthat seeks to
transform the lives of subsistence farmers,
you see thatyou also have to deal with issues
of genderviolence. [Taking an active human
rights role] 1sjustthe right thing to do.”

* Arvind/Ganesan, director of the businessand

human rights division ata non-governmental
orgdnisation, Human Rights Watch, has also
seen divergentattitudes at leading and other
firms. In his experience, “At companies that
take respecting human rights seriously, you

- seethis attitude embedded among senior

management. Ifyou see a lack of management
commitment, you can guarantee that people
in the company will not be aware [of their
responsibilities to uphold human rights].”
Anson Chan—former chief secretary of Hong
Kong under both UK and Chinese ruleand the

© The Econemist Intelligence Unit Limited 2015
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Leaders are more likely than others to see their operations as relevant

to arange of rights

(% respondents)
i Leaders

Rest of Survey

The road from principles to practice:

statement on human rights (44% versus
29%) and a public statement of policy (30%
compared with 19%). They also communicate
the statement of policy to business partners
far more regularly (73%t0 57%).

Conditions of work
and employment

The mostsurprising finding, however, is

Private life

Education and access
to technology

Intellectual, spiritual
and cultural life

Rights related to
the environment

Access to justice

Adequate standard
of living

Workplace dialogue

Civic life and
participation

Gross human
rights abuses

Rights related to land

Source; Economist Intelligence Unit.

current convenor of Hong Kong 2020, a democratic reform
group—agrees. What sets apart businesses thatdo wellon
human rights “is an appreciation of what lies atthe heart -
of good corporate governance. With ethics, you can have -
any amount of regulation, butif people at the top'do not
make it their business to make sure everyone understands,
itwillnot get done.”

Not surprisingly Leaders are more active on human rights
in a variety of ways. On oversight, 78% of Leaders have at
least one department taking the lead on human rights,
compared with 59% at other firms; similarly, on average
within Leaders nine teams are either leading or actively
involved compared with seven atthe latter. Leaders are
also much more likelythan others to have aninternal

one area of similarity between Leaders and
the rest ofthe survey respondents. Both
listlack'ofunderstanding of:uman rights
responsibilities as the most €oMmon barrier
' toaddressing human rightsissues. Roughly
the same numberin each'grotp—32% of
Leaders and 29% of others—do'so.

Intuitively, it seems likely thatthe greater
commitment and activity of Leadersin this
field has given them'a better understanding
of whatis required of them. A more likely
explanation of the data is that Leaders and
non-leaders alike perceive a gap in their
knowledge, simply because thereis so much
to learnin this area, kven for the firms that
have applied themselves for years, the
lacunae in knowledge remain daunting.
Forexample, Ed Potter, direttorof global
workplace rights at Coca Cola, notes thatin
order to be aware of potential human rights
issues around procurement, his company
needs a detailed overview of the various tiers
ofits supply chain for roughly 30 agricultural
commoditiesin 207 countries. The company
ismethodically working through this task,
focusing first on higher-risk goods in countries witha
greater likelihood of human rights issues. Yetitis sucha

. hugejob that, hesays, tonguein cheek, “my great-great-

grandchildren will be alive when we eventually complete
thisjourney.”

Commitmentand application, then, setapart the
companies thatare ahead on human rightsaon the other
hand, the differences between Leaders and others are not
so significant thatitis impossible for the rest of the pack
to catch up, should they adopt similar measures. For all

.companies, though, there is no shortcut around the hard

work needed to understand and fulfilthe requirements
of an effective policy. i

18 © The Economist Intelligence Unit Limited 2015
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A steep learning curve

Mr Collymore notes that “Businesses know that
human rights are a problem. You only have to

be a garment manufacturerin Bangladesh to
know you have a problem if you getit wrong.

[But what to do] is an uncomfortable discussion
to have in an executive boardroom.” For those
companies that do wish to address human

rights issues better, the leading difficultly,

often underappreciated by the wider public,

is not knowing what to do. As Ms Davis puts it,
executives are “often uncertain of where to
start.” Lack of understanding of the company’s
human rights responsibilities (32%) and lack of
training and education for employees (26%) are
the first and third most-cited barriers to progress
in the survey. The formeris among the top two
issues in every global region and, as explained
above (see Corporate leaders in human rights:
Ahead of the pack, but with a long road ahead), it
is the primary difficulty cited even by those who
rate their firms’ performance in this area highest.

Mr Klawitter observes that “the notion of human
rights abusesis an alien and scary one among
technical functions who are more used to
‘impacts’ and structured, technical processes to
address them, as opposed to legal ones.. Thereis
stilla lack of understanding.” Even when senior
management grasps the nettle, the novelty of
theissue can slow the transmission of knowledge
through the company. Mr Ruggie explains that
“It takes time. It takes training. Things have to
be translated into operations-speak if they are
going to be effectively internalised by people

on the ground.” Not surprisingly, then, the new
initiatives that respondents are most likely to
say would help them are related to data: public
benchmarking of company performance (39%)
and access to reliable, independentinformation
on country-level human rights situations (32%).

Organisations are trying to fill this void in
different ways. Some focus on a specific sector,
a specific right, or both—such as the Digital
Rights Project, which centres on access to
electronic media; and the Behind the Brands

project, which takes a close look at food and
beverage manufacturers. More recently, a
groupincluding investors and NGOs has begun
work on a new, transparent, publicly available,
general benchmark of corporate human

rights performance. Ms Wachenfeld, whose
organisation— the Institute for Human Rights
and Business (IHRB)—is one of the project
participants, explains that the demand is there:
“companies seem to be looking to each other
to see what they should be doing, and as the
business and human rights agenda gathers
steam, they need ways to be able to measure
how they are doing for externaland internal
audiences. Theidea behind the benchmark s
to create a race to the top and, in doing so,
strengthen accountability.”

The work, which is just beginning, willinvolve
substantial challenges, including defining
appropriate and obtainable metrics for specific
human rights areas such as land usage or
treatment of indigenous peoples in communities
affected by company operations. On the other
hand, she notes that research providers for
investors with expertise in environmental, socal
and governance risks have for some years been
gathering substantial human rights-related
information. She therefore remains optimistic
that the first part of the benchmark, covering
300 agricultural, apparel, extractives, and ICT
companies, willappearin 2016 as planned.

Meanwhile, companies and trade groupsin
various sectors have been working together to
understand their human rights responsibilities,
share best practice, and even gather reliable,
country level data (see box: “Translating
principles into practice: The Thun Group and
techUK"). Efforts so far give a mixed message:
the extent of information needed is still vast, but
progressis occurring.

Betterinformation, when it arrives, may do
more than aid implementation of corporate
human rights policies. It might even bolster the
immediate business case for respecting human

© The Economist Intelligence Unit Limited 2015
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rights. Ms Wachenfeld reports that executives
“tend to say quietly that [the new benchmark]
will be helpful because it will move senior

The road from principles to practice:

management. It changes the risk-reward calculus
by making more visible the reward [of acting] and
the risk of not doing anything.” i}

Translatmg principles into practice:
The Thun Group and techUK

For John Ruggie—former special
representative of the UN'secretary-general on
the issue of human rights and transnational
corporations and other business enterprises,
and now professor of human rights and
international relations at the Kennedy
School of Government, Harvard University—
the Guiding Principles published by the

UN were only the start. “A lot of energyis

now going into figuring out, company by
company or.sector by sector, how exactly we
make these work for us.” Ruth Davis— head

of cyber, justice; and nationalsecurity at
techUK, aninformation technology 1ndustry
organisation—agrees: the Principles “are
the driving impetus behind starting to think
about this. Nowthey need furthertranslation
into sector-specific contexts, Different sectors
need practical guidance.”

Arange of organisations have been, and
stillare, engaged in a variety of efforts to
create suchadvice. Here we lookin detail at
two initiatives where business organisations
themselves have been the prime movers. The
Thun Group, aninformalcollection of banks,
producedione of thefirst guides: aftertwo
years of study in 2013 the Group published

a discussion paper on how toimplement the
relevant sections of the Guiding Principles,
notably those on due diligence. More recently,
in late 2014, techUK released a guide on
human rightsand national security risks
arising from exports. Several commonalities
in the experience of these initiatives show

a way in which sectors and companies may
develop the expertise needed in this field.

First, companies are lookir;g forquidancein
this area. Christian Leitz, head of corporate
responsibility at Swiss bank, UBS, recalls that

© The Econamist Intelligence Unit Limited 2015

the sector thatreceived the leastamount

of attention during the Ruggie-led process
to create the Guiding Principles was that

of financial'services. Yet, the Thun Group
began as a discussion between four major
banks on the subject of human rightsin May
2011—before the formal endorsement of the
Guiding Principles by the UN Human Rights
Council. the informal club Soon grew to seven,
Ms Davis, meanwhile, reports that “the push
for this guidance came very much from our
member companies. Thereisa lot of good
practicein theindustry withinindividual
companies, but they wanted more clarity.”

A second similarityis the extent to which
these efforts reveal the complexity of putting
human rights policiesinto practice. The
techUK advice makes clear, for example,

that due diligence in salesinvolves notjust
knowing one’s customers butalso the political
and legal contextin which theyoperate.
Companies, however, often lackaccess to such
data. Ms Davis explains that, as a result of this
need, techUK made a point of listing various
governmentand other information sourcesin
its guide.

The Thun Group’s discussion paper also
identifies this need. Mr Leitz notes that
“People assume thisis a clear-cuttopic. Itis
a lotmore complex. The level ofinformation
is more limited than people assume. One
suggestion would be that consulates

should playa stronger rolein providing
companies with moreinformation on the
ground.” Becauseit covers awider range of
corporate activities than the techUK report,
the Thun Group report unveiled even more
complexity: Mr Leitz explains that one of
the areas that they had to work through was
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“what respecting human rights meansto the
different businesses within a bank. The easiest
translation wasin investment banking,

which has had social risk management for
quite a while. It becomes more complexin
institutional asset managementand retail
banking. You need to tailorit based on the
partofthe bankyou are looking at.*

A perhapsinevitable result of this complexity
is thatitis extremely difficult to'give '
companies comprehensive, normative advice
on human rightsin a field where good practice
1s stillemerging. Rather, current efforts are
best seen as starting a conversation. TechUk
expectsto refine its advice afterit has been

in the field for aboutayear, says Ms Davis,
while the Thun Group's paper explicitly gave
as the goal of its publication to “generate
constructive dialogue among banks and other
stakeholdersinterested in taking theissues
forward.” »

Finally, as the desire for dialogueimplies,
effectively understanding a sector’s
human rights responsibilities benefits from

stakeholder co-operation. As Mr Leitz puts
it, “you have experts on human rights from
allquarters and disciplines, and experts.on

- banking, butfew people who can connect

the two complex topics.” Thisinvolves a wide
variety of interlocutors. Notonly have banks
been collaborating and talking increasingly
with non-governmental organisations, says
Mr Leitz, discussions with governments are of
value to both sides as well: “One reason why
there was such willingness by governments to
join discussions with the Thun Groupis that
knowing how companies interpret the Guiding
Principles helps them to formulate their own
“National Action Plan® on business and human
rights.

Overall, then, the amountofindustry-level
advice on the implications of respecting
human rightsis likely to growin response

* tostrong demand. But the process will

involve slow collection of best practicein
specific circumstances rather than a one-off
statement offering solutions to complex
iSsues. ¢
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'See Robert Blitt, “Beyond
Ruggie’s Guiding Principles
on Business and Human
Rights: Charting an
Embracive Approach to
Corporate Human Rights
Compliance,” Texas
International Law Journal,
2012, for a discussion ofthe
hardening of human rights
soft law.
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The quickening pace of change

Theintersection of business and human rights
has seen significant activity in the last decade.
The mostvisible may be the UN's Guiding
Principles, but otherimportant progress has
occurred and is continuing to do so. Executives
have largely accepted that companies have a role
in this field. Practical changes have also taken
placein arange of businesses, albeit at a slower
pace. The reasons for this lack of speed, even at
well-disposed firms, include the difficulties in
understanding this complex field and problems
inimplementing thoroughgoing change. Yet,
leading firms have shown that it is possible to
integrate human rights considerationsinto
business processes, and even corporate culture,
in a way that brings about change. The reports
and discussions arising from the efforts ofa UN
working group and numerous other actors are
creating an ever-growing body of expertise. Not
everyonein the business community is on board,
and many human rights weaknesses are still
visible, but our survey indicates that the long-
term outlook seems positive in many ways.

Some observers may find this picture surprising,
oroverly optimistic. But taken at face value,
these findings raise anotherimportant question:
Is progress to date sufficient?

© The Econamist Intelligence Unit Limited 2015
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The record indicates thatin this field, the
evolution of practice may begin slowly but soon
speeds up. Human rights soft law has a way

of hardening. The UN's Universal Declaration

of Human Rights, for example, was originally
understood by signatories as an aspirational
statement of principles. Nowitis far more.!

The Guiding Principles do notimpose any new
requirements on companies, but thisis not
necessarily true of the growing number of
government “National Action Plans” on business
and human rights helping to implement them
(five countries already have one in place, with
another 18 under development). At the same
time, requlatory requirements for transparency
about human rights policy have grown. Mr
Ganesan notes “a slow and steady movement
towards a certain type of regulation [in the US
and Europe]. Companies have to disclose if they
have a human rights policy. This is an evolution.
Today itis about disclosure; perhapsin five or ten
years this will evolve into a review of whether the
content of these policies is sound, The train has
left the station.”

This process—turning soft laws into hard laws—
isoccurring in fits and starts. In 2014 the UN
Human Rights Council adopted a resolution
advanced by Ecuador and South Africa to begin
negotiations on a legally binding international
treaty. The initiative is controversial and a treaty
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is far from certain. Yet Mr Ganesan sees in the
Council's vote a sign of frustration at the slow
pace of progress, and numerous NGOs have
signalled their support. This supportis not
limited to governments and activists: although
the reaction by most businesses has been
negative, questioning not only the desirability
but the efficacy and feasibility of such an
instrument, 20% of respondents to our survey
said that a binding international treaty would
help them with their responsibilities to respect
human rights. Mr Collymore explains that, unlike
many of his business colleagues, he would be a
big supporter of such a pact. “We need to move
from voluntary compliance to something harder.
I have a lot of respect for the Guiding Principles.
They were no easy task [to achieve], butitisalla
bit too voluntary,” he says.

The scope of business activities understood

to affect human rights is evolving as well. Ms
Wachenfeld explains that “We have increasingly
been seeing many other [environmental and
social] issues being framed in terms of human

rights. Using human rights terminology
highlights the link to effects on people, moving
issues out of a purely scientific or technocratic
discourse. It becomes an overarching
terminology that has a resonance with global
audiences and that stakeholders are using to
cover a wide range of issues that may not have
been addressed.” This trend will only add to
demands forimproved corporate performance.

Business executives, then, have recognised the
importance and relevance of human rights. They
will, however, have a limited time to achieve

the understanding they need in order to turn
aspirations into practice. The Guiding Principles
have created space for such action, but have not
settled the debate about the appropriate legal
environment. If the principles areindeed the
beginning of thoroughgoing change, the legal
environment will evolve from them. If companies
do not change sufficiently, contentious
disagreements aboutimposing more restrictive
regulation will be reinvigorated.
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The road from principles to practice:

Appendix

To what extent, if at all, do you agree or disagree with the following statements?

% respondents
( ¢ ) M Stronglyagree WM Slightlyagree [ Slightly disagree I Strangly disagree Don't know

Respecting human rights is a matter for governmems not fur business

For my company, the corporate responslbthty tn respect hurnan nghu means unly cornplymg mth rele\rant local Ia.vs where we uperate

Compared to five years ago, discussions on human rights are more prevalent atmy mmpany

[}

My company’s record on respecting human rights outperforms those of our competitors

2=
=
i

For each of the following clusters of human rights, please indicate whether they are relevant to your business operations?
Relevant = Where your company's operations and actions could have either a positive or negative impact.
(% respondents)

Hyes Mo Don't know

CONDITIONS OF WORK AND EMPLOYMENT (eg, right to health and safety and work, freedom from discrimination, right to a fair wage and equal pay,
child labour)

WORKPLACE DIMGGUE(eg frecdom cfassoc‘ratmn collective bargmmng riqhtm;mnalrado unmn)
T4 2
GROSS HUMAN RIGHTS ABUSES (eq, freedom from terture, cruelandmhumane treatment, 1r:lud:ng slavery and genocide)
55
ADEQUATE STANDARD OF LIVING (eg, right to physwahnd mental health, right to food, right to housing)

w
o
- :. -

PRIVATE LIFE (eq, right to privacy, right to family life)

RIGHTS RELATED TO LAND (eg, right to livelihood, right to own property, right to participate in cultural life)

CIVIC LIFE AND PARTICIPATION (eg, freedom of expression, right to political expression, right to peaceful assembly, right to information)

ACCESS TO JUSTICE (eq, right to effective remedy, right to fair trial before the law, right to due process)
T4 22f 5
INTELLECTUAL, SPIRITUAL AND CULTURAL LIFE (eq, freedom of thought and opinion, freedom of religion, right to participate in cultural life)
79 17
RIGHTS RELATED TO THE ENVIRONMENT (eq, right to clean water and sanitation, right to environmental health)
78

-
hd

EDUCATION AND ACCESS T0 TECHNOLOGY (eg, right to education, right to enjoyment of technological process)
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The road from principles to practice:

For each of the following functions in your company, please indicate the level of its involvement in meeting your company's
responsibility to respect human rights (eg, by implementing and overseeing your company’s policy commitment on human
rights). Please select one option per row

% respondents
( P ) M Taking the lead M Actively involved, but not in a leadership position [ Consulted on it, but not actively involved

0 Not at all consulted or involved | Not applicable Don't know

Corporate social responsibility

Non-executive directors

Investor relations - -
8 22 R 27 § 12 [ R A Y
Public affairs/government relations

Human resources

Legal

Risk

Finance
Operations
17 37 25 12
CEO
44 ) ri 13 6
Procurement

Information technology

Strategy

Sales

Marketing

From the list below, please select all that apply to your company:
(% respondents)

We address issues related to human rights but we have no explicit policy statement that references “human rights”

My company has an internal statement regarding human rights

My company has a publicly available statement of policy outlining our commitment to respect human rights

My company has signed up to external initiatives that address human rights (Please specify)

My company plans to issue a public statement of policy outlining our commitment to respect human rights in the next 12 months

None of the above

o
o
3
P
~
=]
o
z
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The road from principles to practice:

Please select all that apply to your company’s public statement of policy outlining its commitment to respect human rights.
(% respondents)

The commitment outline is integrated within another public document (eg, code of conduct, sustainability policy, workplace rights)

My company provides training and guidance to employees to raise awareness and support implementation of the policy

My company communicates the policy across all its business relationships (eg, suppliers, business partners etc)
We consulted external stakeholders to develop our commitment to respect human rights
: 7

None of the above

Don't know

Which of the following, if any, are priorities for your company over the next 12 months? Select up to four options
(% respondents)

Strengthen company’s ability to monitor and assess the impact on human rights related to its business relationships (eg. business partners, suppliers, etc)

Strengthen operational level grievance mechanisms

Strengthen policy commitment to respect human rights

Strengthen relationship with local communities to better understand and mitigate the impact of business operations on human rights

Improve company's understanding of its impact on human rights across its high-risk operations

Strengthen company’s ability to assess its impact on human rights

Strengthen relationship with national governments on human rights issues

Strengthen relationship with non-governmental organisations and pressure groups on human rights issues

Strengthen company’s reparting on human rights

Strengthen relationship with sector-specific human rights organisations

Strengthen relationship with international organisations on human rights issues

=
o
=
]
o
=
o
=
~
B
o
o
=
-

.

=
o
=
-
=
=3
o
=
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From the following list, please select all that apply to your company.
(% respondents)

My company communicates on issues related to human rights to internal stakeholders

My company does not use the term "human rights” in its communications about human rights

My company communicates on issues related to human rights to external stakeholders

My company communicates on human rights issues as part of its stakeholder engagement on corporate responsibility/sustainability

My company reparts on human rights when prompted or required to do so by stakeholders (eg, government, shareholders)

My company publishes an annual public report on issues related to human rights

My company reports about assessments of its impact on human rights for specific parts of its operations (eq, for a country, a single factory, or site)

My company's reports on human rights are consistent with the Global Reporting Initiative or an equivalent standard (please specify)

Don't know

None of the above - my company does not communicate about cur human rights impact internally or externally

Which of the following, if any, are the biggest drivers for your company’s commitment to respect human rights?
Select up to five options
(% respondents)

w

uilding sustainable relationships with local communities

Protect company's brand and reputation

Employees’ expectations about company values and actions

Moral-ethical considerations (ie, “It's the right thing to do”)

CED has taken lead on the issue and prompted us to act

Legislative changes

There is a clear business case for doing so (ie, risk-benefit analysis, increases competitive advantage)

Pressure/encouragement/support from non-governmental organisations

Business associations or industry networks have prompted us to act

Prassure/encouragement from shareholders (including state owners)

Prampting from a business partner (public or private)

Action taken by competitors

Competitors have experienced a negative human rights issue

My company has previously experienced a negative human rights issue

o

ther (please specify)

on't know

L=}
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The road from principles to practice:

Which of the following, if any, are the biggest barriers your company faces in addressing human rights?
Select up to five options
(% respondents)

Lack of understanding about what our responsibilities are in the area of human rights

Lack of available company resources (money and staff)
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Lack of training and education for employees at trading partners/suppliers

Corporate culture does not place a high value on the issue

Lack of support from investors

Lack of communication and trust with civil society actors

The C-suite gives no clear message on the issue

Fear of increasing risk of reputational damage

Other (please specify)

Don't know

Which of the following, if any, would enable companies to better fulfil their corporate responsibility to respect human rights?
Select up to three options
(% respondents)

Public benchmarking on human rights performances (eq, an index of companies)

Availability of reliable and independent country-level information on human rights

Make human rights due diligence a legal requirement for business

Make reporting on human rights a mandatory requirement for companies

Provide incentives based on human rights performance (eq, preferential treatment in procurement process, access to capital etc)

Stronger legislative framework to ensure level market playing field at the national level (eg, ensure fair competition in awarding contracts)

|
N

An international treaty on the responsibilities of business to respect human rights

Make support available to national governments to strengthen governance and judiciary systems with regards to human rights

(=]

ther (please specify)

Don't know
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How useful, if at all, would you say the following are or would be in helping your business respect human rights?
% respondents
( P ) M veryuseful [l Stightlyuseful Bl Notveryuseful T Notatall useful Have never heard of this Don't krow
UN Guiding Principles on Business and Human Rights
F 26 '

UN Global Compact

UN Working Group on Human Rights and Transnational Corporations and other business enterprises

15 290 2258

National action plans on business and human rights (ie, adopted by national governments)

A new legally-binding international treaty on business and human rights

A strong international self-requlatory mechanism, led by business
28 . 33) 1658

To what extent, if at all, do you agree or disagree with the following statements?

% respondents !
( P ) M Strongly agree [} Stightlyagree Wl Slightly disagree L Strangly disagree Don’t know

Avoiding repeats of the Rana Plaza factory disaster in Bangladesh is primarily the responsibility of multi-nationals that purchase products from these
factories not the Bangladesh government

S e 2

All companies that have investments or suppliers in Western Africa have a responsibility to help address the Ebola crisis by contributing money, skills
or technology

Sponsors of major global sporting events should use their influence to ensure the rights of workers and local communities involved with the
preparation are respected by all

Corporations are more trustworthy than governments when it comes to surveillance and invasion of privacy
18 : 31} f 28R ARSI IS

Governments must win the support of local communities for large projects requiring the use of land before handing out licenses to private investors

Which of the following best describes your title?
(% respondents)

Board member

CEQ/President/Managing director

CFO/Treasurer/Comptroller

*l

Chief Information Officer/Technology director

Other C-level executive

w
-
£
o
2
a
a
[=]
S

Head of Business Unit

=
o
£
(=9
o
=
L=
o
-
&
=
3
o
3
-

Manager

Other
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What is your main functional role?
% respondents)

General management

Strateqy and business development

Finance

Operations and production

=
: =
=

o

(=4

=

i)

1-7)

3

o

: @
ol

I

3

~

o

&D

Risk

Customer service

Human resources

Information and research

X
S
[a)
S
3
3
2
3
E4

v

upply-chain management

—
bl
w
[

(=]

ther, please specify

In your role, do you have any oversight over human rights?
% respondents)

—

-
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The road from principles to practice:

What is your primary industry?
%, respondents)

Financial services

Manufacturing

Economist

Professional services

IT and technology

Healthcare, pharmaceuticals and biotechnology

Energy and natural resources

Government/Public sector

Education

Consumer goods

Entertainment, media and publishing

Construction and real estate

Transportation, travel and tourism

Chemicals

Telecoms

Agriculture and agribusiness

Logistics and distribution

Automotive

Retailing

What is your organisation
(% respondents)

s annual global revenue in US dollars?

$500m or less

§500m to S1bn

§1bn to $5bn

$5bn to $10bn

$10bn or more
17
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What is the ownership structure of your organisation?
% respondents)

Private (shares that are not listed publically, but held privately

Public (shares that are listed on a public stock exchange)

Government organisatian {eg, government department or similar)

Public-private joint venture

State-owned commercial business

United Kingdom

Canada

Australia

Singapore

Italy

Spain

Brazil

China

Hong Kong

fFrance

Germany

Netherlands

wv

witzerland

=

nited Arab Emirates

(=]

ther
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The road from principles to practice:

In which region or regions does your company operate? Please select all that apply
(% respondents)

Asia Padific

Europe

North America

Latin America

Middle East

Africa
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While every effort has been taken to verify the accuracy
of this information, neither The Economist Intelligence
Unit Ltd. nor the sponsors of this report can accept any
responsibility or liability for reliance by any person on
this white paper or any of the information, opinions or
conclusions set out in this white paper.
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