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Worked with experts from Shift
to identify the six key elements
of embedding and some good
practice examples

The purpose of this blueprint is to provide practical support to:

e CSR/Sustainability managers in driving the effort of embedding human rights across
the organisation

e Human Resource, Purchasing and Risk/Legal managers in clarifying their roles and
responsibilities when contributing to the embedding efforts

This is done through clarifying the concept of embedding human rights by breaking it
down into six elements that can easily be applied to a business environment. A definition
of each of the six elements is provided, followed by an overview of the current company
practice around it and examples of specific measures and initiatives implemented by
companies.

The six elements of embedding human rights are then applied to the Human Resources,
Procurement and Risk functions, clarifying how each function can contribute to the

overall process of embedding human rights across the organisation.

To develop this blueprint, CSR Europe undertook the following activities:

Collected information on Analysed trends and
company practices through identified good practices
interviews together with for the compilation of
Partners from the Hub this blueprint




For the practice collection,

CSR Europe collaborated with the
following partners of the European
Hub on Business & Human Rights:

In partnership with

The practice examples presented in this blueprint are from: IBNU%LNEESS
COMMUNITY
18 companies interviewed: IT & Electronics & industrials (5); Energy & Utilities (4);
Telecommunication services (4); Financials & insurance (2); Food & Beverage (1); Oil &
Gas (1); Professional services (1)
Company examples on what constitutes a good practice provided by the experts from

Shift Sense

Forum for Sustainable Development
Based on these company practices, CSR Europe has drawn conclusions on the current of German Business

state of play regarding each of the elements. Those are summed in the trends section.

This blueprint has been written by the staff of CSR Europe. A consultation of a
selected number of companies and experts was conducted to fine-tune the content. SODALITAS
The information presented is based on the insights gathered in the framework of the
European Hub on Business & Human Rights (The Hub).

: s ’ SODALITAS

The Hub
is a platform for companies across Europe to: FIBS

CORPORATE RESPONSIBILITY
NETWORK

CSR Europe's project on Business & Human Rights ( ~
Forética

FeSPACT

austrian business council
for sustainable development




Dealing with human rights issues makes business sense; it allows companies to ensure
business continuity, be legally compliant and to enhance stakeholder relations in and
around the companies.

What is often overlooked in the human rights debate is the positive contribution of
business through their core business activities: for example, a supply chain management
system that is focused on quality of the products, stable delivery and long term
partnerships and collaboration with suppliers is a productive effort in truly advancing
the situation of human rights in economy and society. It is through these collaborations
and by providing employees and communities with the means for further economic and
educational development that true respect for human rights becomes more possible.

Five years after the endorsement of the United Nations Guiding Principles on Business
and Human Rights (the Guiding Principles) by the UN Human Rights Council in 2011,
companies are increasingly taking action to fulfil their responsibility to respect human
rights.

Some actions are straightforward — although not necessarily easy — to implement, such
as publishing a policy on human rights or establishing a grievance mechanism. But some
are not; take for example starting or strengthening practices that affect a company’s
entire culture and way of doing business.

In order to deliver on their responsibility to respect human rights, companies must
embed respect for human rights throughout their business, values and corporate

culture.




According to the Guiding Principles, embedding human rights
in company functions is “the macro process of ensuring that
all personnel are aware of the enterprise’s human rights policy
commitment, understand its implications for how they conduct
their work, are trained, empowered and incentivised to act in
ways that support the commitment, and regard it as intrinsic to
the core values of the workplace”.

This is easier said than done.

This is why CSR Europe has started to work with companies
to provide practical support on how to get embedding right.
From our work with companies, it has become evident that
some of the functions that often play a central role are Human
Resources, Procurement and Risk/Audit:

¢ The Guiding Principles advise focusing on risk to people rather

than focusing solely on risk to the company, hence the central
role of Human Resources.

For companies with large and complex supply chains,
addressing potential and actual human rights impact while
limiting business disruption is central and staff in procurement
are normally those responsible for getting things done,
acting as a cornerstone between headquarter decisions and
implementation on the ground.

Any risk assessment is at the basis for validation and
improvement of current processes. When it comes to human
rights, information gathered through company efforts to assess
human rights risks (e.g., Human Rights Impact Assessment)
will generate useful business intelligence on potential and
actual human rights risks and impacts, the company’s ability to
assess and manage them and stakeholders’ perceptions of the
company. The information collected through such efforts feeds
the company strategy with useful suggestions for improvement
and this is why the way in which the Risk function contributes
to embedding human rights has been analysed.




Six elements of embedding

The Guiding Principles do not prescribe a single approach on how companies should
embed their responsibility to respect. However, experience suggests that there are
some key common elements that companies should consider no matter what their
corporate culture, types of business activities or the positioning of different functions
within the company.

Key element What does this mean in practice?

Cross-functional
leadership

Share responsibility

Incentivise

Provide operational
guidance and training

Foster two-way
communication

Review, analyse
and integrate

Ensure effective management of human rights issues through cross-functional
coordination teams that:

Lead/drive the company’s embedding efforts

Go beyond information sharing

Allocate distinct responsibilities to relevant functions for taking action to prevent

and address human rights impacts

Share responsibility for outcomes, including the people in the company with
responsibility for the activities or business relationships that may give rise to
human rights risks (impact owners)

Set appropriate performance goals for all staff and align incentives that reflects
management commitment, thus ensuring relevant operational staff understand
their role to prevent and mitigate risk and negative impact

Deliver tailored operational guidance and continuous training for staff at all levels
throughout the company that:

Connects to their daily work and reflects evolving learning

Seeks to instil behaviours and capabilities not just monitor compliance

Is visibly supported by management

Set communication channels between management and operational staff that
go both ways. Communication must be clear, frequent and in multiple settings.
It needs to address existing challenges and promote good practices.

Regularly analyse the company’s performance on human rights, share and
integrate the lessons internally.

In line with the continuous improvement approach, use indicators that contribute
to measure progress towards the goals for the company’s medium- to long-term
success.

These 6 elements are valid for any function and also applicable to companies as a whole.
They can be used to work towards integrating respect for human rights throughout the
entirety of a company’s management systems and procedures.

What approach is most effective will depend on the individual company’s context and
positioning of different functions internally. Different practices may resonate more with
different companies but experience highlights that the most successful approaches
often combine one or more of the above elements.

Companies’” Human Resources, Procurement and Risk functions often have networks
of professionals in all layers of the company that play central roles in running business
operations. Working through these networks can be instrumental in driving top-
down policies as well as bottom-up solutions for changing the situation on the ground.



Embedding Human Right
in Human Resources function

Dealing with risk that people can encounter in company
operations (risks to people) is a key element of human resources
policies. Therefore, the Human Resources function can play a
unique role in ensuring that basic dignity and quality for all is
assured.

For example, the Human Resources function frequently engages
staff as part of the process of embedding the company values
throughout the organisation, shares information internally about
company-wide commitments, and drives accountability for staff
behaviour.

The Guiding Principles expect businesses to make sure they
are preventing and addressing their salient human rights risks
— meaning those that are most severe from the perspective of
the people who may be impacted. For the Human Resources
function, for example, this could include risks arising through the
employment and recruitment process (such as forced labour in
the case of temporary contract workers employed by an agency),
risks related to child labour, or instances of sexual harassment or
even violence in the workplace. Other potential negative impacts
could relate to wages, working hours, proper health and safety
measures, freedom of expression or religion and a range of other
human rights.

Importantly, the Guiding Principles expect companies to respect
the human rights of all the members of their workforce, including
managers, employees, and workers on temporary contracts.

Embedding Human Rights
in Procurement function

Procurement is the function responsible for attaining raw
materials, parts, components, products and services. For this
reason, quality of procured goods and services, timely delivery
of orders and cost efficiency are usually the main criteria for the
management of this function. At the same time, the level to which
employees in the supply chains are protected with regard to their
human rights is an important element for business continuity,
quality and reputation.

By contributing to the efforts to embed respect for human rights,
the Procurement function can help to reduce risk to potentially
affected stakeholders, and also limit business disruption. The
Procurement function therefore has responsibility to engage
business partners up and down the value chain, including setting
clear expectations and driving accountability with suppliers.
This framing is important because the Guiding Principles expect
companies to address potential and actual human rights impacts
that they may directly cause or contribute to (e.g. through
incentivising behaviour of others, or in parallel to other parties),
or impacts to which their operations, products, or services are
directly linked.

Embedding Human Rights
in Risk function

The Risk function is typically responsible for identifying and
managing risk to the business —whether that involves operational,
legal, financial or reputational risks. It is an internal control (like
an internal audit) the role of which is to provide assurance to the
Board that the company is effectively identifying and managing
its risks. Yet respect for human rights means focusing on risk to
people, rather than solely focusing on risk to the business. In the
medium to long-term, experience shows that the two coincide
progressively more; however, in the short-term that may not be
the case.

In some respects, this is consistent with the evolution of modern
Enterprise Risk Management (ERM). ERM developed as a way to
internalize the various ‘externalities’ arising from a company’s
operations, that include costs related to the environment,
individuals and communities. Particularly in Europe, ERM tends
to have a significant stakeholder (rather than shareholder) focus.
Interestingly, the latest ISO standard on risk management, ISO
31000, is clearly stakeholder-focused in its approach.



Cross-Functional
Leadership

Company Practices

A multi-national company allocates responsibility for human rights leadership
among three different functions: Corporate Sustainability, Risk, and Human Resources.
The Sustainability department drafts corporate-level polices and provides guidance on
them. The Risk department is responsible for identifying and managing human rights
risks as part of comprehensive risk analysis processes, and for training risk managers
in country offices to understand human rights risks. The Human Resources department
manages internal human rights issues related to labour rights and workforce diversity.
The three departments call upon each other in fulfilling their respective roles — for
instance, when responding to external inquiries or when soliciting input on key policies.

. When identifying which functions would be relevant to embed its corporate

responsibility to respect human rights, Vattenfall, a company from the energy sector,

took the following two-fold approach:

a) Use internal management processes and build on the knowledge of existing functions
to embed the corporate respect for human rights.

b) Allow time for internal awareness raising and changing company mind-set.

The company proceeded as follows: it identified at a high level where human rights
impacts could occur in its operations, and decided to focus on its supply chains. When
mapping human rights impacts to internal functions, Vattenfall found that many internal
functions (Health and Safety, Production, Procurement, Human Resources and Legal)
should work together with the Sustainability function to address identified and potential
human rights impacts.

With respect to its supply chains, Vattenfall decided to take two initial actions:

e Set up a cross-functional committee for supply chain decision-making within fuel
purchasing, involving managers from the business, Legal, Risk and Sustainability. The
committee is supported by a team of sustainability experts.

e Create a cross-functional, group-wide competence centre for sustainability due
diligence where human rights play a key role. The network is designed to sensitise
the organisation to sustainability, in particular human rights principles. This will, in
the long term, raise the awareness and competency of key staff within human rights
issues (such as environmental and health and safety specialists, auditors, buyers), so

that they can effectively integrate human rights into sustainability due diligence.




Wide-spread appreciation of the
importance of involving multiple
functions to reinforce the human
rights message

Many companies set up cross-
functional committees involving
both HQ and regional offices, with
the Procurement function often
playing a central role in these cross-
functional efforts. This tends to be a
compliance-driven decision, but the
interviews highlighted some cases
where the role of Procurement is
shifting towards greater emphasis
on process innovation strategy

40% of companies report that
the Risk function is part of cross-
functional efforts to embed
human rights

Human Resources
O 0 O

In most companies, Human Resources will be a key function to involve in cross-functional
efforts to embed human rights as it is an important actor in establishing and maintaining
systems that not only protect the human rights of staff within a company, but also help
embed the company’s broader responsibility to respect human rights throughout its
corporate culture.

Multiple divisions within Human Resources may need to be involved, including individuals
with high-level corporate HQ roles, leaders in regional facilities or offices, and colleagues
with responsibility for relevant geographies and business units. Human Resources
functions often already engage with other key functions within the organisation on a
regular basis, such as Legal, Risk Management, Internal Audit and Procurement. These
existing relationships can be built upon when it comes to coordinating the management
of human rights risks.

Company Practices

An electric utility multinational has its leadership organised in a three-tiered pyramid
structure, with each tier being responsible for different aspects of embedding human
rights within the company. At the top of the pyramid is the corporate HQ level, which
is responsible for defining Group strategy and organising the human rights committee,
comprised of managers from Ethics, Strategy and Human Resources. The middle tier is
made up of Ethics Officers for the five different activity branches of the Group. These
Ethics Officers work together in a steering committee and are responsible for identifying
practical ways for addressing human rights issues and for creating action plans for the
strategic corporate direction on the topic. Finally, the bottom tier is comprised of local
or regional Ethics Officers for each of the nearly 1,500 subsidiary companies, who are
responsible for implementing initiatives locally.




Procurement —
© 0

Cross-functional leadership can help a company drive human rights into its procurement
decisions thus driving suppliers to respect human rights. The key to collaboration in
procurement is building teams with diverse functional backgrounds and ties into other
departments. This is why Procurement staff frequently work with other functions, such

as Legal, Risk Management, Internal Audit, Human Resources, involving in these efforts
leaders from both HQ and regional offices, as well as those with responsibility for the
relevant activities or business relationships that may give rise to human rights impacts.

Company Practices

A global, multi-national company in the fast moving consumer goods sector set up a

cross-functional committee with the explicit purpose of embedding human rights into its

governance and business systems. In this case, the lead for human rights (located within

the company’s CSR team) specifically engaged the Procurement function due to their

importance in driving business decisions across the company. The Head of Procurement

became the Head of the committee, which also involved the following colleagues:

e Procurement leaders in key regions, e.g. in-country production facilities and/or
business divisions where key sourcing decisions are made

¢ Global procurement leaders within different business lines, e.g. those responsible for
sourcing major commodities (sugar, etc.)

e Functions within the procurement division at HQ that have decision-making authority,
e.g. Responsible Sourcing lead, Compliance and Audit team

e Other functions that procurement interacts with regularly, e.g. Policy lead that has
responsibility for Code of Conduct development, Human Resources team that engages
its own employees and manages relationships with trade unions, General Counsel and
relevant CSR team members

. In a retailing conglomerate, the Group’s Corporate Responsibility unit is assisted by
different steering groups, for the development, coordination and reporting of the CSR
activities. In its operations, the Group pays special attention to human rights issues and
working conditions in its purchasing chain and, in monitoring these, primarily focuses
on suppliers in high-risk countries. For this reason, a Steering Group for Responsible
Purchasing is in place to:

¢ Develop the Group’s responsible purchasing procedures

e Promote the sharing of best purchasing practices within the Group

e Keep up with changes in legislation pertaining to purchasing and sourcing

The Steering Group for Responsible Purchasing collaborates with the Steering Group for
Local Responsibility in Operating Countries to steer the implementation of the Group’s
programmes, also in relations to human rights, in the operating countries. This Group
includes the Vice President for corporate responsibility and representatives of local
subsidiaries in operating countries.




Risk

Inidentifying a company’s leading risks from a business perspective, it is critical to engage
all functions within a business. The same is true when identifying a company’s leading
or salient human rights risks, meaning those that are most at risk from the company’s
operations. The role of Risk is to ensure that accurate information is being identified by
each function individually and then gathered together at the HQ level so that risks can be
assessed and compared. In companies where this kind of cross-functional coordination
is already part of the Risk function’s role, it is important to review the extent to which
human rights risks are already captured through this process and where there are gaps,
bearing in mind that the risk to people lens is distinct from risk to the business.

Company Practices

A global food and beverage company has a central Enterprise Risk Management
(ERM) process that stimulates market-led human rights impact assessments in high-
risk contexts. Drawing from the company’s ERM principles, the company integrates
human rights risks into its overall risk assessment and management system in close
coordination with relevant business departments. The company identifies high risk
markets based on the FTSE4Good list of countries of concern and requires that country
operations annually report on a specific set of human rights indicators. This information
is then fed back into the corporate-wide human rights risk assessment, which is also
updated each year.

. An international banking Group approaches company engagement on human rights
issues through their Reputation Risk team. The Reputation Risk team is responsible for
identifying key human rights issues and ensuring that they are managed effectively.
The team also manages relationships with external stakeholders with a human rights-
related concern and conducts regular horizon scans focusing on identifying current and
emerging risks across the bank and the financial services sector more broadly. These
tasks are very relevant for four key areas: employees, suppliers, clients and communities.
In fulfilling their responsibilities for responding to these goals, the team works closely
with other relevant departments such as Human Resources, Legal, Risk, Procurement
and Communications. This cross-functional collaboration is meant to create a holistic
approach to the Group’s approach to human rights.




Share
responsibility

Company Practices

A bank serving retail, private and corporate banking clients has existing policies
and procedures regarding employee rights, client due diligence supplier selection
and country assessments, which are reviewed by different departments, including
Procurement. The bank uses these processes to connect its commitment to respect
human rights with proactive decisions in its operations. The Sustainability department
provides topic-specific expertise to help other functions screen and select clients
based on a number of criteria, including review of clients’” human rights due diligence
processes and performance. These efforts allow the bank to integrate human rights into
the bank’s decision-making processes and help ensure that relationship managers and
risk managers include specific criteria in client loan application procedures.

. WithinEnelacross-functionalteamcomposedofoperationalstafffromdifferentdivisions,

Sustainability, Human Resources, Procurement, was created in order to foster an

integrated and worldwide approach to human rights aspects, such as diversity, non-

discrimination, safety for its workers and its suppliers’ workers. The team is actively

involved in assisting other functions in understanding and respecting the process of

embedding human rights with their expertise. To ensure the operational staff share the

responsibility for the outcomes of the human rights-related policies:

¢ The Sustainability department plans and coordinates the implementation of human
rights policy, approved by the Board of Directors and re-approved by the Boards at
local level.

e The Human Resources department is responsible for aligning procedures and
processes to the company’s policy and managing training activities.

* The Procurement department is involved in embedding these aspects in supply chain
processes.

. Randstad is a multinational professional staffing and human resources consulting firm
with a public commitment to respecting human rights. The company’s corporate Legal
department manages the Compliance office, in which legal staff partner with Human
Resources specialists and Audit specialists. The grievance channels are open to all staff,
including their temporary workers under the management of clients, as well as external
stakeholders, including and other third parties. Grievances are addressed by local
officers, where appropriate also by clients, in coordination with the corporate office.




The large majority of interviewed
companies have designated
internal human rights specialists
that support other functions in
embedding human rights activities.
These experts sit mostly within
Human Resources.

Guaranteeing a good level of
understanding (beyond awareness)
of human rights for all and at all
levels is what companies report

as most challenging. To that end,
different approaches can be seen:

- Allocation and training of human
rights specialists at both HQ and
local level

- Involvement of all relevant
departments in the discussion
from early stages

- Use of simple and clear language
and case studies to facilitate
understanding

Human Resources
O 0 O

Human Resources staff are ‘impact owners’ in the sense that their day-to-day activities
make them responsible for preventing and addressing a range of human rights impacts
on the company’s employees and contract workers. They are likely to have a range of
processesin place that will be relevant, including more formal tools, such as administering
staff surveys, appraisals and exit interviews as well as informal activities such as regular
engagement with staff and/or trade unions. Human Resources staff may also be involved
in procedures to identify risks or staff concerns early on, e.g. through internal ‘incident
reviews’. They should also be able to support management when evaluating what action
to take to address negative human rights impacts on company staff.

Company Practices

The Human Resources function in one global, European-headquartered company
in the fast moving consumer goods sector manages trade union relationships in line
with the function’s accountability and oversight for all employee relations within the
company. While leaders at the company’s headquarters have the ultimate responsibility
for engaging international trade unions, local Human Resources directors at the facility
level manage relationships with local unions. This helps build shared responsibility for
effective engagement with trade unions throughout the organisation.

Since the topic of human rights tends to be broad and is regulated through a broad spectrum
of laws, a global IT solutions company finds that it is relevant to almost every process and
function of the Human Resources department. Therefore, there are a number of experts within
the Human Resources department, specialising in topics such as data privacy, discrimination,
harassment, grievances and employment law. Despite being situated within the department,
these experts are responsible for ensuring that practices, employment policies and processes
throughout the company meet all legal and business requirements and are also available for
consultation if a manager and/or employee flags a human rights-related issue.

Additionally, each business unit has a Human Resources professional assigned to it in
order to ensure availability of human rights expertise across the company.

Finally, a Responsible Business Team has been created which includes a Human Resources
representative in addition to representatives from other functions. This team is responsible
for company best practices and developments in legislation. This collaboration allows for
shared development of ownership for human rights-related processes along with a shared
responsibility for the outcomes of these processes, as it is the functions that ultimately
use the expertise to contribute to the company’s day-to-day operations.

. Within Deutsche Telekom, expertise for Human Rights topics lies with the Human
Resources function. Human Rights specialists within the function of Corporate Social
Responsibility subsequently cooperate with other functions within the organization,
such as Compliance, Purchasing and others. These specialists act as translators for the
responsibility to uphold the company’s human rights commitments. Human Rights
Contact Points have also been established within Human Resources, their responsibility
being to carry out impact assessments. Having human rights experts from Human
Resources be available to different departments allows for shared ownership of
processes created and the outcomes of those processes.




Procurement —
© 0

Procurement staff are often ‘impact owners’ because their day-to-day operational
responsibilities can have impacts on human rights. They should consider how current
process controls take human rights into account (e.g. new business partner reviews,
setting terms, order changes, etc.) by reviewing whether these systems adequately
include human rights, and/or if failure to detect human rights risks has occurred in the
past. For example, a company’s own activities can incentivise or contribute to another

actor’s decisions (e.g. supplier or business partner). Embedding human rights into
the Procurement staff’s business systems can help them prevent or mitigate human
rights risks. This will also allow them to support management when evaluating what
action to take to address a negative human rights impact that has already occurred.
It may be helpful to engage human rights experts (e.g. internal colleagues in CSR, Risk
Management, or relevant functions that have detailed understanding of human rights
topics, standards, and laws) when making such evaluations.

Company Practices

A multinational in the apparel sector understands that its own purchasing practices may
contribute to negative human rights impacts at factories that produce its products. As such,
it has appointed human rights business liaisons to collaborate with each division in its supply
chain team. This creates shared accountability between the CSR and Global Sourcing teams.
For example, if there are last-minute style changes, factory workers might be forced to work
additional hours to meet delivery deadlines. The Group CSR team helps the Global Sourcing
Chain team to prevent unintended incentives for non-compliance issues in its factories.

.In order to mitigate risks in its purchasing policies, the Global Procurement
department of Enel works closely with the Legal, Security, Audit, Health & Safety
and Sustainability functions and thus supports the implementation of the Group’s
General Contract Conditions, Diversity Policy and Human Rights Policy throughout
the procurement process. As a result, contractors need to comply with the principles
corresponding to Enel’s Code of Ethics, Zero Tolerance Plan against Bribery and Human
Rights Policy in managing all relationships with third parties.

Since June 2015, Global Procurement and Sustainability functions head a cross
functional team in order to make procurement more sustainable. In this project, the
HQ coordinates the Procurement-Sustainability collaboration and has instituted one
person from each country and business line to implement the effort locally, thus
ensuring adaptation to local realities. In this way, the Procurement department shares

responsibility for outcomes, while lending its expertise to other relevant functions.

. For an international telecommunications company, supplier bids necessarily include
ethical criteria. Whenever human rights concerns are raised during the selection process,
the Procurement Sustainability team discusses them in cooperation with the Group Legal
department. The outcomes of these discussions are included in quarterly procurement
updates that go to the Operating Committee, a high-level executive committee including the
CEO, Chief Executives of each line of business and central functions such as Legal and Human
Resources. The Procurement department’s business activities necessarily include processes
relating to human rights, the outcomes of which are communicated to senior management,

therefore potentially influencing the way business is conducted in the future.



Risk

The Risk function plays a leading role in stimulating dialogue about appropriate
mitigation measures for a company’s leading risks. But these strategies have to be
executed by ‘impact owners’ in other parts of the business. Hence it is essential that
the dialogue facilitated by Risk is based on accurate information about a company’s
operations that recognises the various roles and responsibilities of different actors
within the company, as well as the range of approaches that may be needed to address
a particular risk in practice. Responsibility for preventing and addressing human rights
risks can be highlighted through company-wide ERM process and then transferred to
those within the relevant operation or other part of the business. This is particularly
useful for identifying risks relating to specific sites, projects or countries.

Company Practices

Different business units of a forest-based industry company are responsible for
identifying and feeding risks into the corporate risk map through a bottom-up process.
Significant human rights risks are then directly inserted into the company’s central
ERM process, through which responsible staff are subsequently assigned to manage
the mitigation process. There are many different departments involved in mitigating
the risks identified, such as CSR, Audit, Legal and Compliance. This allows for the risks
passed on by the central ERM process to be subjected to different expertise across the
company, facilitating each unit in using its strengths in the mitigation process.

. Within an oil & gas company, the Risk department is responsible for providing the
processes and tools for mitigating all business issues including human rights, in addition
to listing results. The substantive content for human rights risk relevance, however,
is handled by different departments whose risks are particular to their work, such as
supply chain risks in Purchasing and diverse issues in Human Resources and Production.
The Corporate Sustainability department supports these different departments, as they
hold the expertise on the subject of human rights. Additionally, shared responsibility
for processes is present at the local level, where local risk managers are responsible for

structuring the involvement of different functions.

.The process of mitigating human rights risks within Gas Natural Fenosa, an energy
company with generation of electricity and gas and electricity distribution, involves
setting distinct roles for multiple departments within the organisation. In defining its
policies related to human rights, the company underwent a process of definition and
identification of risks, which was validated and agreed upon by managers in different
company branches and across different functions, thus bringing the perspective and
expertise of different departments to the company’s central risk management process.
The CSR department has a central role in organising the risk mitigation process; however
the execution and responsibility for individual risks falls within the responsibilities of

different functions, such as Human Resources, Purchasing, Security and Social Impact.




Incentivise

Company Practices

An electric utility multinational currently sets goals through a system of social
reporting that applies to the entire Group. This system of social reporting outlines
goals for staff in areas such as professional development, diversity, working conditions,
social dialogue and a more explicit human rights section based on the G4 Sustainability
Reporting Guidelines of the Global Reporting Initiative. In addition, the company is
developing a pilot project that links human rights-related KPIs to manager performance,
thus moving the goal-setting policy to both management and operational staff.

Marks & Spencer has integrated ethical trading metrics into all employees’
performance objectives and reviews, including linking directors’ reviews and pay to
company-wide performance on ‘Plan A’, the retailer’s holistic approach to sustainability
and social performance issues.




Human rights related Key
Performance Indicators (KPls)

as part of staff performance
assessment is far from mainstream

Some function-specific KPIs are
linked to human rights:

- Procurement managers are
often evaluated on the supplier
performance against supplier
codes of conduct which typically
include human rights aspects

- MBOs for Human Resources
managers include health
& safety aspects

While it is common practice for Risk
managers to set goals in their own
risk evaluation process, the link to
human rights is often missing

Only three of the interviewed
companies explicitly include human
rights in to all staff’s annual
performance assessment, appraisals,
or goals. Currently these are in the
form of pilots targeting managers

1
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Human Resources

In many companies, Human Resources staff are involved in designing and implementing
performance evaluation processes. They can play a critical role in embedding human
rights into measurable performance objectives for staff, hiring criteria, and bonus
structures. A limited number of companies have experience embedding human rights
into incentive structures through their commitment to ethical behaviour, which involves
the Human Resources and Ethics functions working together to develop programmes to
reward employees for ethical behaviour.

Company Practices

A leading extractive company has a compensation system for senior executives
that incorporates Community Relations, Health, Safety and Security functions, all of
which have implications for human rights. While the leaders of these functions define
appropriate metrics and targets, the Human Resources function works to embed
them into the company’s mainstream performance evaluation process, specifically by
driving the process for determining how the new metrics are added to a pre-existing
performance scorecard and to communicate the rationale to others in the business for
doing so.

. In all operations, both at home and in foreign subsidiaries, of Telecom Italia
the Human Resources function is responsible for ensuring information on the Group’s
human rights approach is well understood by the staff. Indicators of this are: number
of hours of training on human rights, and percentage of employees trained on human
rights. The Audit department reviews results (compile a report) and integrates learnings
for next year’s plan/strategy. Results are made public in Telecom Italia’s sustainability
report. To demonstrate management commitment and expose relevant staff to the
company’s actual human rights performance a series of specific targets have been set
out in the MBO Human Resources’ managers, as follow: health and safety of employees,
programmes of training and professional growth, and welfare activities (People Caring)

and the wellbeing of employees. To date, these targets apply to 3% of managers.
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In many companies, Procurement staff already have performance objectives or bonuses
that are tied to purchasing or sourcing outcomes. Embedding respect for human rights
into this function means that these performance measures or incentives should include
considerations such as supplier performance, improvements, etc., alongside traditional

business metrics.

Company Practices

. In Telecom Italia, the Procurement staff has KPIs related to human rights, in addition
to traditional business metrics. These KPIs include targeted percentages for the number
of high sustainability risk suppliers who undergo a thorough ESG audit, the number of
suppliers who have been subject to a basic ethics questionnaire (suppliers belonging to
risk sectors are subject to a more complex questionnaire), the number of staff involved
in product choice procedures who attend a sustainability training session, the number
of supplier contracts that include ESG contract clauses, the number of suppliers with
an I1SO 14001 certification and the amount of supplier water use. Additional KPls which
do are not linked to a target percentage includes the number of supplier contracts not
awarded for ESG reasons.




Risk

Effective risk management processes typically involve clear incentives for staff in diverse
functions to participate in the process, aimed at gathering as accurate as possible
picture of relevant risks in their function, business unit or market. Some companies
have used approaches including a personalised letter from the CEO to all participants
indicating an expectation that they engage fully in the process. Another approach is
a ‘letter of assurance’ that heads of the relevant functions or businesses are asked to
sign, affirming to the Board that they have accurately stated the company’s risks as they
know them.

Company Practices

Local areas of risk management within a telecommunication multinational are
expected to identify and evaluate risks, including those related to human rights, which
they then report to the local managers of their branch, who are responsible for properly
corresponding to the risk mitigation challenges identified by their local teams. The risks
collected by the local risk managers and passed on to local managers are then dealt
with through the central Corporate Risk Management model of the company, which
provides consistent and effective methodology for the entire operation. Through this
process local risk managers set goals also in relations to human rights in their own risk
evaluation process, as they are aware that fulfilling this responsibility correctly and
participating in the process is vital for the eventual mitigation of human rights risks at
central level.

. An oil & gas company has set up a Sustainability Steering Committee chaired by
the CEO and steered by the Corporate Sustainability department. The Committee is
responsible for developing the company’s sustainability strategy and its implementation
into operations. In order to measure the impact of the sustainability strategy and better
steer sustainability throughout the organisation, in 2014, the company defined new KPls
covering the increase of human rights awareness among its employees and A-suppliers.
These KPIs relate to innovation, environmental management, community development,
stakeholder engagement, health & safety, business ethics, human rights, diversity and
are applied to all strategic areas of the sustainability strategy. The monitoring of the KPIs
is effectively managed and overseen, as are all sustainability topics, by two governance
bodies: an internal steering committee and an external advisory board.

In addition, employees in management positions within the company agree on annual
performance objectives with their managers, objectives to which a 10-30% annual salary
bonus is linked. All employees are required to select a target linked to sustainability
issues, from those listed above. There is no information on how many employees have
chosen human rights as their sustainability KPI.




Provide operational
guidance and

training

Company Practices

Hitachi, a multinational technology conglomerate, aims to approach training
employees on human rights topics from a holistic point of view. To this end, the Hitachi’s
Human Rights Policy, in line with the Guiding Principles, serves as the basis for the
development of training, seminars and awareness-raising activities. As a result:

* Training for Executive Officers was tailored to ensure coherent understanding and
leadership from senior management in order to build awareness of human rights
and implementation of human rights due diligence among employees.

e E-learning material has been distributed among employees to educate about
international standards such as the Guiding Principles, as well as about potential
and actual risks in business activities and actions to address these.

A further step was taken between September 2013 and March 2014, when Hitachi
developed pilot programmes for human rights due diligence with the help of a number
of external experts. The purpose of these programmes was risk mapping from the
business context and the geographical context, as well as clarification of key issues in
implementing human rights due diligence across the Group. In fiscal year 2014, the
company drew on the results of these pilot programmes to develop a guidance document
that aims to provide direction in: gaining understanding of the core elements of due
diligence processes, going through a step-by-step process to conduct due diligence and
finally, learning how to embed due diligence processes into everyday business practices.

. In Gas Natural Fenosa, training programmes are organised and delivered in flexible
ways depending on the intended audience. Firstly, the company organises a mandatory
online course for all employees that includes a review of the principles and commitments
of the company’s policy coupled with practical examples based on risk analysis.

Additionally, issue-specific seminars are held for managers and Steering Committees in high-
risk countries. Seminars are aimed at explaining the content of the company’s human rights
policy and at generating discussion around dilemmas that may arise in everyday work.

Finally, information sessions based on the Human Rights Policy and its implications for
business are held in low-risk countries and are aimed at all staff. All members of staff
that received training are required to complete an evaluation test on lessons learned.




The large majority of interviewed
companies include human rights
aspects in their training programmes
for all employees

Online trainings are more widely
used than in-person ones, some
companies use both. In-person
trainings are preferred when
tailored to specific groups

All companies tailor their training:

- 60% of interviewed companies
tailor their training activities
according to the function mostly
targeting Procurement and
Human Resources

-Companies also report tailoring
the message according to the
operating countries (especially
high-risk countries), and
having training for suppliers or
executives.

In terms of content, real-life/
hypothetical scenarios is a widely
used method to train employees

Next to training, often there are
additional operational guidance
tools, such as: online platforms, soft
and hard copies of guide documents,
existing sector-specific toolkits etc.

During capacity building, companies
tend to focus on dissemination

of good practices rather than
discouraging negative behaviour.

.After adopting a new Policy on Human Rights for the entire Group, Telecom Italia

started to organize a series of training courses on human rights for all staff:

¢ Aninternal workshop on human rights was arranged with the participation of managers
working in all the Departments (during the workshop there was also a presentation
carried out by the Managing Director of Amnesty International Italia)

e A training course on line on business and human rights, involving all Telecom lItalia
employees, was uploaded in its intranet in December 2015

e By 2015, 90% of ‘prime contact’ Procurement staff was trained on ESG issues relevant
to procurement decisions, including human rights

Data on take up of human rights trainings are available on Telecom Italia’s corporate
website.
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Human Resources

Training and guidance for staff in the Human Resources function should relate to their
specific activities and roles within the organisation. For example, they may manage the
implementation and/or administration of effective grievance mechanisms, or provide
advice on hiring issues or freedom of association in high-risk contexts such as countries
with poor human rights records or where local law or custom conflicts with international
human rights standards. Training should build on staff members’ existing expertise
(where relevant) in managing "HR issues’ in complex scenarios while making clear what
is different or additional when it comes to respecting human rights.

Company Practices

Aglobal company in the food and beverage industry provides human rights trainings
to all its managers and employees, focusing on different topics and providing specific
functions with additional training related to their individual activities. For example, the
company provides tailored training to the Employee Relations team that is responsible
for investigating issues and concerns that arise through its formal grievance channels.
This ensures that local staff have adequate knowledge of human rights issues relevant
to the operating contexts, global standards and applicable laws, and potential human
rights risks in their particular locations.

In the UK and Ireland, a global IT solutions company provides specialist training on
human rights-related topics to different teams within the Human Resources function.
The Grievances and Disciplinary team, the Recruitment team and the team responsible
for handing employee enquiries all receive specifically tailored training to meet their
particular responsibilities and functions within the company.

. An electric utility multinational provides compulsory online training for all
employees, including within different divisions of the Human Resources function. The
training includes simulation of real-life scenarios.

Additionally, the company provides mandatory, formal learning courses on ethics and
human rights for all Operational managers. This training takes place at different stages
of an employee’s career in order to anticipate evolving responsibilities.
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Training and guidance for the Procurement function should relate to their specific
function and roles within the organisation. For example, Procurement staff may manage
business partners who have poor human rights records, or manage operations in high-
risk contexts such as countries with labour and safety standards are not established
or enforced. In both cases, Procurement staff will need relevant training to build
understanding of the company’s commitment to respect human rights and drive
accountability within those relationships and operating contexts.

In line with this, many companies have gone one step further and are driving capacity
building activities for their suppliers.

Company Practices

A global mining company provides online human rights training to ensure staff know
how to comply with the corporate human rights policy. While this training is offered
company-wide, it is not compulsory for all functions. However, it is mandatory for the
Procurement function. A series of hypothetical scenarios, including questions that
test staff knowledge for operating in alignment with the company’s commitment to
the Voluntary Principles on Security and Human Rights are included in the company’s
e-learning program. The company also offers specific and more intensive training to
staff at sites with high security risks, including in cases that may have poor human rights
records.

.Vattenfall has organised a competence centre, responsible for training employees
in understanding how to work with sustainability in the supply chain, and in particular,
on human rights issues. The audience for this training includes auditors and employees
involved in the procurement process such as project managers. The content of such
training includes case studies from the business and experts in human rights and labour
issues in order to teach employees about the Guiding Principles as well as human
and labour rights. The company’s approach integrates different functions, including
procurement and business, as well the Sustainability department which is responsible
for content development and course delivery.




Risk

Without appropriate awareness-raising and tailored training, many staff members
may find it hard to identify ’human rights risks’ accurately as part of the company’s
broader risk identification process. The topic of human rights is often seen as new and
challenging, for a variety of reasons and people can find it difficult to connect what may
be seen as abstract language to their daily work. For this reason, appropriate training on
human rights is critical in ensuring that staff can contribute meaningfully to the human
rights risk identification exercise.

The Risk function, responsible for assessing human rights impact, is instrumental in
identifying areas where the company needs steady improvement in all countries. This
increases the ability of the company to tailor the content of the training accordingly.

Company Practices

An oil & gas company employs a combination of internal and external expertise in
coaching sessions that are meant to raise awareness on human rights issues salient to
the company, covering different departments.
The company organises local classroom trainings with both internal and external
consultants in the countries where it operates. The content of the training is based on
case studies and real-life scenarios in the context of different functions, supported by
theoretical frameworks such as the Guiding Principles. Going one step further, starting
in 2014, the company identified new risk-related KPIs covering the increase of human
rights awareness among its employees and first-tier suppliers:

e Training sessions for reaching these KPIs were conducted for 324 employees in Algeria,
Austria, Gabon, Kurdistan, Madagascar, Namibia, New Zealand, Romania, Pakistan and
Tunisia

¢ Additional training was provided for all external supply chain auditors of the company’s
first-tier suppliers, as well as for employees of potential suppliers in Romania. The
focus was on the risks of human rights violations within an organisational culture, as
well as strategies and structures to prevent them

. Operational managers within Randstad are instructed in developing holistic and
complete trainings for their staff. The content of these trainings includes human
rights-related topics such as anti-discrimination, the right to work and the right to just
and favourable remuneration. The training methods are flexible and depend on the
operating country and context, primarily taking the form of online trainings or webinars
and direct in-person trainings. Following the sessions, the company monitors through
a survey the level of understanding of the taught materials. Focused content, flexible
delivery methods and monitoring of staff performance are all components of a training
model that allows for staff familiarity with human rights topics and increase the chances
of risk recognition related to the same topics.




Foster two-way
Communication

Company Practices

Atatelecommunications multinational, top-down communication concerning human
rights policy comes from a centralised corporate level. The evaluations of human rights
risk leads work plans to share those findings with local management departments. After
gathering the information from local managers, the results are communicated to the
local steering committee and finally to the Corporate Management group, thus allowing
for a bottom-up channel of communication. Additionally, staff and other stakeholders
have confidential channels that allow them to share information on possible violations
and remedy procedures. By doing this there is meaningful communication between
management, staff and stakeholders affected by the company’s human rights policy.

. Enel employs a variety of methods to ensure that meaningful communication
channels are open between management and operational staff, and that the information
flows both ways.

The Company has a complex internal media system, composed of the Intranet, a
corporate TV channel, a corporate radio, an in-house magazine, one-to-one channels
(e.g., e-postcard, newsletters) in addition to more visual communications channels such
as posters and flyers. For example, a project on human rights and diversity was launched
to disseminate among employees a series of televised interviews of top management
(available in different languages), along with global and local news updates and
information on the Group’s diversity management.

Another example of two-way communication with staff is the blog managed directly
by the CEO of Enel that fosters discussion around topics of interest for the Group and
invites employees to comment and contribute. The blog is available in the three global
languages of the Group (ltalian, English, Spanish).

Finally, the company has created a dedicated channel which both internal and external
stakeholders can use to voice concerns and submit alleged violations (grievance
mechanism).

The combination of these top-down and bottom-up communication channels allows for
a mutual sharing of the expectations, realities and challenges of the embedding process.




In general, companies seem to

be already engaged in a two-way
communication through different tools
(top-down and bottom-up) used in
multiple setting to a varying degree

Top-down communication channels
include reports released by executive
committees shared with the staff,
Enterprise Risk Management,
Intranet, CR newsletter; webinars/
trainings/in-person meetings.

One challenge with top-down
communication is making sure that
the message is translated in all
languages of the operating counties,
as well as presented in such a way
that it is well received despite
cultural differences

Bottom-up communication channels
include Human Right Contact Point at
HQ and local level, reports from local
staff on Human Rights risk, feedback
session for staff and employees
engagement survey. Grievance
mechanisms are used to address
complaints at individual level

The majority of companies highlight
the importance of consistency of
messages. This can be achieved
through setting clear human rights
policies as well as operational
policies for implementation of the
commitment to ensure consistency
of messages and clarity of
information provided

In terms of involvement of the

different functions:

- The Human Resources function is
usually in the lead for dissemination
of human rights messages

- The Procurement function often
involves local managers to ensure
they are aware of the implication
of human rights consideration in
buying decisions

The Risk function administers
Enterprise Risk Management tools
that collect bottom up information
on human rights risks

. In Telecom ltalia, responsibilities for the policy “Respecting Human Rights” are the

following:

* The People Value department is responsible for what concerns the involvement of
Telecom ltalia Group’s People.

¢ The Purchasing department is in charge for its observance regarding the involvement
of suppliers of Telecom lItalia.

e The Compliance department oversees the risk of non-compliance with the related set
of rules.

¢ The Corporate Shared Value departmentis responsible for its updating (every two years
or less, in case of national or international developments), involving stakeholders, and
for the coordination of the process of due diligence on human rights (as reported in
the policy).

All departments are invited to explicitly refer to this policy in their own operational
policies, procedures and management systems (e.g., for what concerns the environment,
health & safety, no discrimination). The Group has set up a Point of Contact for Human
Rights at corporate level (within the Corporate Shared Value department) which
responds to internal and external inquiries. Decisions made and information collected
is disseminated top-down through two main channels: the company intranet, and
the Board of Statutory Auditors’ Reporting Procedure, through which one tenth of all
reports are received.

To ensure bottom-up communication:

¢ All departments responsible for processes with an impact on identified human rights
are required to take part to due diligence on human rights by completing a self-
assessment questionnaire (OCAI: Organisational Capacity Assessment Instrument)
consisting of twenty-two questions reflecting the Guiding Principles. In completing
the OCAI, each department assesses its own position on a spectrum of six levels that
range from “non-responsive” to “Human Rights promoter”. The questionnaires are
subsequently shared with the Corporate Shared Value department, which creates
action plans when the self-scoring is level 3 or below. (In the 2014 survey, 3.1% of
employees evaluated their department as level 2; 2.86% as level 3; no level one
response was supplied).

A grievance mechanism was set up. The Internal Control reporting procedure requires

the Head of the Audit department to answer directly to the Board of Directors
autonomously and independently of the senior executives. This ensures that any
potential risks are brought to the attention of the governance body and are dealt with
promptly and decisively.
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The Human Resources function is often responsible for sharing information across the
organisation, including reinforcing executive messages and engaging staff in feedback
sessions. One way this can occur isin communicating particular expectations of managers
and employees, as well as with contracts or terms with employment and recruitment
agencies. Another way may be related to grievance mechanisms, particularly in the
context of ensuring that all stakeholders have effective channels for raising concerns
(including contract staff).

Company Practices

For Deutsche Telekom, capability in the area human rights lies with the Corporate
Social Responsibility department in Human Resources. The department uses a variety
of tools in order to prevent and address human rights impacts. CSR staff are responsible
for engaging with employees through the company’s grievance mechanisms, overseeing
performance evaluations, carrying out human rights impact assessments in particular
through the designated Human Rights Contact Point within the department. The Human
Rights Contact Point is accessible by staff within the company and through a dedicated
email found on the company website. Additionally, a whistle-blowing system is available
both centrally and locally, though email and anonymously. Finally, the company engages
staff in feedback sessions through a variety of means. For example, in engaging with
staff for the revision of the company’s Social Charter, the department organised a series
of webinars as a way to disseminate information to the company’s employees.

. The Human Resources department of a company from the engineering and service

sector has created a framework covering fair labour conditions that works as both a

direct and indirect communication mechanism by:

¢ Setting the requirements and long—term targets for working conditions and contracts

e Communicating the Group’s expectations throughout different units, thus helping
employees live up to the company’s standards regardless of location

e Standardising good practices and enforcing them as policies, for example preventing
underage labour, maintaining working hours, putting employment terms into writing
and safeguarding employees from unnecessary medical examinations

This communication is mostly top-down oriented, with initiatives including intranet
resources,amagazine publicationand managertrainings. Tohomogenise communications
on human rights, the company is training local Human Resources managers in order for
them to be able to assess how to best communicate this information locally.

. For a global IT company, the Human Resources department holds the expertise for
topics such as data privacy, discrimination, harassment, grievances and employment
law. Experts on these topics are responsible for ensuring that processes and policies
meet all relevant legal and business requirements and are available for consultation
by managers and employees on any human rights-related issue. Additionally, a contact
number is available through which employees may contact HR on a confidential basis
in order to discuss issues of concern. Finally, each business unit has a Human Resources
professional assigned to it. Managers and employees are able to approach the dedicated
professional if using the additional measure of a dedicated hotline is not their preferred
option.
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The Procurement function works with different staff across the organisation when
making buying decisions. They must incorporate many factors into these decisions
related to price, quality, delivery time, challenges, and risks. By embedding human rights
risks into their assessments, Procurement staff will have a fuller picture of possible risks
that might be prevented, mitigated or addressed. To be effective, Procurement staff
will need to communicate human rights impacts as related to materials procurement,
supplier engagement, and other considerations. They should consider the local context
of buying decisions and communicate this to the head office in order for high-level
decision-makers to understand specific opportunities and challenges that exist when
embedding human rights.

Company Practices

A large multinational company based in Europe created a Procurement office in
Shanghai after determining that China is among the countries where high risks exists
in its value chain, and that communication between its centrally-located Procurement
division was not effective with suppliers in the region. Creating this local office helped
the company gain an improved understanding about dynamics on the ground, which
was accomplished in part by performance reviews. These employees also provided
local context to corporate headquarters in top-down and bottom-up communication
regarding reviewing supplier audit results. For example, when the local office shared
results with the headquarters about child labour findings, they had the local knowledge
to contextualise the issue: simply dropping the particular supplier would not address
the root cause, as other suppliers in the region have similar issues. Recognising this
reality, the company agreed that the Procurement division should evaluate root causes
and focus on capacity building as a way to work on this systemic issue over time, rather
than simply drop non-compliant suppliers. This showed local business partners that the
company was serious about its business activities on the ground, and willing to work
with them to improve their performance.

. A retailing conglomerate has set up a Steering Group for Responsible Purchasing
strategy that:

e Develops the Group’s responsible purchasing procedures

e Promotes the sharing of best purchasing practices within the Group

* Keeps up with changes in legislation pertaining to purchasing and sourcing

By centralising the distribution of relevant information, the company can efficiently
draw the attention to areas of their value chain that present the highest risk, while
allowing procurement managers to focus their efforts on mitigating the risks.

The company offers web training to procurement employees and organises product line
meetings to disseminate new policies, ensuring that staff is kept well informed. Through
these top-down efforts, information is widely disseminated, while its collection and
assessment is done efficiently at a management level. In each product line, multiple
designated responsible employees can provide assistance when a human rights issue
arises, while procurement managers are invited to critically assess the audit reports
from a practical perspective.




. Following the kick-off of a project related to “Sustainable Procurement” aimed to
ensure that purchasing practices reflect broader goals linked to social responsibility,
including respect for human rights — Enel has set up specific working groups in which
different functions are involved, such as: Health & Safety, Innovation & Sustainability,
Audit.

The purpose is two-fold:

¢ Share considerations about human rights

¢ Give evidence of local and global specific scenarios, through technical referents
assigned to each Business unit

To ensure bottom up communication, every local sustainability and procurement unit
is activated by the HQ in order to receive information on local specificities related to
human rights in order to share them with the HQ procurement unit within the scope of
the above-mentioned project.

Risk

Leading risk management processes solicit input from managers right across the
business, as well as from top-level leadership. The Risk function’s role in such processes
includes stimulating a robust dialogue among senior business leaders to debate the
relative severity and likelihood of identified risks, in order to ‘plot’ those risks on a risk
heat map and discuss appropriate mitigation measures. To be effective, such a dialogue
depends on assessments of risk at the function, business unit or market level that are
grounded in information from operational staff and thus capture the reality on the
ground of a company’s operations, and not just a headquarters perspective.

Company Practices

A global IT company uses a top-down and bottom-up risk assessment process to
define risks and determine what the corporate audit team should put into its annual
measurement plan for the business. The Risk function provides templates for different
business units to identify key risks, including risks to human rights. They may highlight
particular regions or operating contexts where human rights may be at a higher risk
when providing instructions to various business units. The business units use these
templates to identify potential risks, and then feed this back into the corporate-wide
risk management and audit process. The Risk team and Audit teams at the central
level work together to review these inputs, draw conclusions that are presented to
management, and inform management’s approval of future business activities.




. An oil & gas company has developed a Human Rights Matrix to:

e Map the company responsibilities and activities in relation to human rights and assess
existing gaps between corporate responsibilities and human rights activities

e Prioritise actions by distinguishing between essential, expected and desirable actions
and results

This allows the top management to establish an understanding and cohesiveness
on what is expected of employees in relations to human rights as well as to foster a
favourable climate for the acceptance of human rights.

To ensure human rights risks are well identified at local level, other tools have been
developed and disseminated, such as a Country Entry check list, a Human Rights Self-
Check process, a Human Rights Consulting Visit, Supplier Audits on human rights, and
an E-learning Tool on human rights.

When identified risks involve a project of major strategic importance, results from
the application of the tools are brought to the attention of a Steering Committee that
works like a board for sustainability to evaluate the project. This allows setting future
priorities and clarifying roles for the different corporate functions and business divisions
discussed. Finally, the CEO is informed through the line of the steering committee about
general developments on human rights. Through this process, information travels from
the bottom to the top and employees at all levels of the company are involved and
consulted.
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Company Practices

An Electric Utility multinational operates a system of review, analysis and integration
of human rights issues that includes a variety of different indicators. The company uses
external indicators in the following categories:
¢ Media: the company tracks the number and type of negative publicity, for which the

Ethics and Compliance department decides countermeasures
¢ Indicators connected to an ethics hotline: a report based on this data is sent to the
Human Resources department and to Ethical officers for review

In terms of internal indicators, the company is focused on the following categories:

¢ Human Resources and Discrimination progress report: indicators include percentages
of women in the workforce, people with disabilities, senior workers, mobility in the
workplace and social diversity

¢ Social Reporting: this is a confidential report that provides data on recruitment,
diversity, working conditions and social dialogue, amongst other categories

® GRI: the company uses the GRI G4 section on human rights indicators

In addition, to demonstrate management commitment, currently testing a pilot project
in Belgium to link bonuses for managers to social, societal and environmental impact
criteria.

1 Leading indicators measure progress toward the goals for the company’s medium to long-term success. They show
what is currently happening and serve as an early warning system to indicate that change might be needed. They fo-
cus peoples’ attention on the consequences of their own decisions and practices. Lagging indicators quantify results,
thus confirming that a pattern is occurring or about to occur (without predicting it).




All interviewed companies have
indicators that can be linked to
human rights. We can see a shift
from measuring outcomes to

focus on behaviour (from lagging

to leading indicators) in order to
encourage embedding human rights
both at HQ level and in the field

In terms of assessing risk, a

large number of the companies
interviewed report to have set up a
company-wide Human Rights Impact
Assessment (HRIA) and all report to
have in place a risk assessment of
suppliers with a particular focus on
high risk countries

The review and analysis process is
based on HQ collecting information
from local offices through a due
diligence process (Audit function in
the lead): a report review is done
annually and shared with companies
highest levels and relevant Board
committees for discussion and —
ultimately — with staff. An overview
of results is published on Annual/
Sustainability report

In terms of integrating findings,
some companies report developing
improvement plans in response

to identified human rights issues,
also when these involve suppliers.
Other examples include regular
review of human rights policy to
reflect developments and lessons
learned from the review and analysis
processes

Human Resources
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Human Resources is likely already involved in administering a range of systems for
tracking whether staff experience negative impacts, where such impacts occur and
if they have been effectively addressed. The company should additionally assess the
Human Resource function’s own human rights performance. Sharing the results of
Human Resources analyses throughout the organisation can also highlight the need
for including improved human rights performance into the company’s mainstream
evaluation and planning processes.

Company Practices

For employment and recruitment agencies, ‘people are the business’. One leading
agency uses a program called ‘mystery guest’ to test whether its staff are implementing
internal policies on non-discrimination. The company has an external party pose as a
client representative who makes a discriminatory request about hiring only a particular
type of worker (e.g. of a certain age or gender) The third party then reports back to
the agency about the agency’s sales staff member responses. This helps identify where

targeted training may be required to ensure all staff are in line with company policy.

. A global food and beverage company has a human rights policy and has decided
to conduct in-depth human rights impact assessments (HRIA) throughout its global
operations on a country-by-country basis. Human Resources managers at the company
headquarters are involved in the assessment processes, as are factory-level Human
Resources departments, trade union representatives, and employees at distribution
centres and other facilities. As also described in white paper published by the company,
this multinational identifies the following strengths and areas for improvement related
to the responsibilities of the Human Resources function from its first set of HRIAs:

e Third-party and temporary staff did not have salaries in accordance with living wage levels
¢ The definition of maximum working hours differs from one country to another

e The company’s factory employees often work overtime

e There is limited awareness regarding internal grievance mechanisms

e There is a low rate of unionization among temporary staff

The company’s analysis led to a range of internal responses, which included the Human
Resources function using the performance data to drive improvements, for example by:
creating a new Policy on Conditions of Work and Employment; creating a living wage survey;

and coordinating a Working Conditions Action Plan to address the areas for improvement.

. The Employee Relations Policy of Deutsche Telekom, rolled out throughout the
Group, defines company policy on topics ranging from general employee development
to more explicit human rights concerns such as fair pay and discrimination. When one
of the company’s national units is of particular significance for human rights-related
concerns, or if monitoring results show deviation from the pre-defined standard range,
reviews are carried out locally to assess the situation. Human rights-related issues have
been integrated into these assessment processes since 2013. Group observance of the
policy is reviewed annually and in conjunction with close monitoring of its effectiveness.
In 2013, these were carried outin the USA, Russia and Macedonia. In 2014 an assessment
was carried out in Mexico. Today more countries are being covered.




Procurement —
O 0O

Procurement staff already review business partner and supplier performance on

a regular basis to drive improved performance within a company’s value chain. It is
important to include specific human rights indicators in these reviews, such as creating a
"balanced scorecard’ to vet new suppliers and/or review social and business performance
simultaneously. Externally, this approach helps communicate the importance of human
rights to business partners and incentivises their performance improvement. Internally,
sharing audit results and similar information throughout the organisation can feed also
human rights performance into the company’s mainstream evaluation and planning
cycles.

Company Practices

A fashion multinational conducts audits of its supplier factories over the course
of 6 days, which results in a jointly developed 18-24 month work plan based on the
company and suppliers’ shared prioritisation of issues for improvement. Rather than
conducting periodic follow-up audits, the company follows up on progress made on the
work plan and supports factories’ capacity building efforts to improve performance.
For example, it is working with suppliers in China and Bangladesh to develop supplier
management systems to track and analyse working hour violations. Management
system improvements can provide the data for further analysis, operational efficiencies
and reductions in working hours to acceptable standards. The company’s sustainability
department is also working with its sourcing team to offer long-term strategic
partnerships to its best performers.

. A forest-based industry company has launched its first human rights-related

assessment to evaluate its sourcing processes and took the necessary steps in order

to address human rights-related issues in all activities. The Procurement and Audit

functions collaborated on this exercise, with the latter taking the lead.

Two of the identified risks were human rights-related: human rights violations (especially

labour issues, including safety of employees)) and sourcing reputation. These risks have

been identified to be very relevant for the company’s local operations, and have a

potential of causing an impact of worth up to 150 million euros to the company.

The risks identified are fed into the general risk management systems and as a result of

these findings:

e Occupational safety is now a central part of supplier audits, especially in high-risk
countries

e Number of risk assessment-based supplier audits has doubled, also with a wider
geographical coverage

e Audits in China and India are conducted together with qualified external auditors in
order to benchmark the employment practices of the company’s suppliers, based on
the recommendations of the International Labour Organisation (ILO)




. Enel includes in contracts for suppliers human rights clauses related to the protection
of child labour and women, equal treatment, freedom of association and representation,
forced labour and others. In addition, contracts specify the predominance of ILO
conventions on the aforementioned topics and an additional check is made to make sure
suppliers for purchases from the sea are not on UN, European or US Office for Foreign
Assets Control black lists. Within the project related to “Sustainable Procurement”
the Company is implementing a variety of human rights indicators in order to review,
analyse and subsequently integrate human rights concerns within its procurement
decisions, in particular focused on Supplier Qualification System and Vendor Rating.
Once information is reviewed and analysed through these processes and potential
issues are detected, a meeting is set with the supplier to identify an action plan for
improvement, followed by regular meetings to oversee its implementation.

Risk

The Risk function is involved in collecting and analysing information from different
departments concerning human rights risks, which they then feed into a central ERM
system in order to efficiently process the risk internally. The analysis of risks should be
based on processes and indicators that allow for predictable, uniform and reliable data
collection. The conclusions resulting from this analysis should be actively integrated into
company practice.

Company Practice

Toidentify, assessand manage uniformly risks, including those related to humanrights,
Telecom Italia operates a cyclical ERM system which is structured around predictable
stages, allowing for a uniform process of analysis and integration of its outcomes. For one,
the degree of Risk Exposure, Risk Tolerance and Risk Appetite are identified in relation
to the planned objectives. Following this stage, the Risk Universe is produced, which is
a document that contains a description of the main characteristics of all risks identified
and updated annually. A severity assessment is subsequently carried out in order to set
priorities among the identified risks, which leads to the integration of results by adopting
mitigation measures in response to said risks. Once mitigation measures are taken in
response to risks, and thus integrated into the company, those same risks are monitored
over time, creating an ongoing system of review, analysis and integration.

. The Risk department of Randstad has a set procedure through which checks and
balances are kept in order. For one, as part of business risks management, operational
staff in the field runs Health & Safety checks both for clients and in the company’s offices,
in order to make sure that that candidates are entering a working environment in line
with health, safety and environmental standards at local level. In certain countries,
specialized Quality Assurance departments are responsible for this process. The results
of the business risk management process are analysed to make sure operations are
focused on their most relevant risks, a process streamlined by HQ. Following this
analysis, results are integrated by the creation of improvement plans, analysed on
a semi-annual basis. The integration of the results is also reinforced by an internal
top-down communication stream, as the Executive Board makes sure that relevant
information is cascaded down to different departments. In this way, the risk assessment
and mitigation process is made aware throughout the company, which allows for a more
robust process of embedding relevant human rights across different functions.




Five years after the adoption of the Guiding Principles, companies are well aware of their
responsibility to respect human rights. Embedding human rights across the different
functions and company processes is an important step in that direction.

From the information collected from 18 large multinational companies, it has become
apparent that significant effort is being made to make human rights part of business
as usual:

e Many companies realise the importance of cross-functional coordination to set
expectations and implement efforts to embed respect for human rights. Cross-
functional efforts usually involve the procurement and HR functions at HQ and
regional offices, with the risk function becoming increasingly involved as well.

¢ The large majority of interviewed companies have designated human rights experts
with a detailed understanding of human rights topics to support operational staff in
different departments in ensuring human rights are embedded in daily operations.

¢ Human rights aspects are typically included in training programs for all employees.
In addition, all companies report tailoring their human rights training most often
for different functions, but also in some cases different trainings are designed for
executives, suppliers and employees in high-risk counties.

Other aspects of embedding human rights remain more challenging:

¢ Incentivising ethical behaviour in all staff through e.g. setting performance indicators
linked to human rights is far from mainstream practice. Throughout the interviews
this was identified as an overall area for improvement and few examples can be found
of companies that have pilots to explicitly include human rights in annual performance
assessment, appraisals or goals of management staff.

o Efforts are being made to assess risk and measure human rights performance. A large
number of companies report to have set up a company-wide human rights impact
assessment and review and analyse information collected from both HQ and local
offices. Integration of results however is done on more ad hoc basis. For example,
action plans are usually developed in response to specific human rights issues
identified rather than as a part of a systematic approach of integrating lessons learnt
when reviewing the effectiveness of the company’s efforts to embed human rights
into business activities.

To avoid break down ’silos’ between different areas of practice, companies needs
to foster appropriate use of communication channels inter and intra-functions
by ensuring top-down and bottom-up communication. A good starting point for
embedding is to set clear human rights policies as well as operational policies for
implementation of the commitment to ensure consistency of messages and clarity of
information provided.




In terms of the involvement of different functions:

e The Human Resources and Procurement functions appear to be more engaged in
dealing with human rights considerations looking either internally towards the
company’s own employees or externally, towards suppliers and affected stakeholders
along the value chain. Thus, naturally those functions with mature processes in
place tend to take the lead in cross-functional efforts to embed human rights across
organisations.

To date, only a few companies have meaningfully explored what respect for human
rights means for the Risk function. Even those companies in sectors that have been
tackling issues related to preventing and addressing negative impacts on affected
stakeholders for the longest, such as in the extractive sector, acknowledge that this
remains the most challenging aspect of the new expectations of companies reflected
in the Guiding Principles.

As companies go through different phases on their human rights journey, the role
of the Sustainability function shifts from leading the initial efforts on taking up the
topic of human rights to supporting the key functions in the implementation efforts
to embed the company commitment throughout its operations. The expertise of
the Sustainability function is essential at the start in designing the right approach
which needs to be tailored to the company structure, operating context, etc., and
instrumental along the way in helping streamline cross-functional activities.

CSR Europe plans to continue its work on embedding human rights in company functions
supporting companies to build capacity for their affiliates through training workshops
at local level, while discussing with the HQ practical solutions to embedding challenges.
CSR Europe will also continue its work in supporting companies evaluate and improve
the effectiveness of their grievance mechanisms through its Management of Complaints
Assessment (MOC-A).

In parallel, CSR Europe is working on defining a new chapter for business-EU
collaboration to ensure better compliance and increased innovation for real impact.
Closer collaboration is vital if we want Europe to continue to play a leadership role in

human rights and in sustainable supply chains at local and global level.




Disclaimer

CSR Europe maintains a policy

of not acting as a representative of
its members, nor does it endorse
specific policies or standards. The
views expressed in this report

are those of its authors and not
necessarily those of CSR Europe’s
members or those of the leaders in
the collaborative project.

CSR Europe is the leading European business network for Corporate Social Responsibility.

Representing over 10,000 companies, it is a platform for supporting companies to
positively contribute to society. In this context, CSR Europe connects companies to
share best practice on CSR, facilitate the creation of projects between business and
stakeholders, and shape the modern day business and political agenda on sustainability
and competitiveness. CSR Europe addresses societal challenges through the Enterprise
2020 Initiative, which fosters collaboration, innovative practical action and shapes
the business contribution to the European Union’s Europe 2020 strategy for smart,

sustainable and inclusive growth. For more information visit www.csreurope.org
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