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The issue of human rights is central to good corporate citizenship and to a healthy bottom
line. Many companies find strength in their human rights records; others suffer the
consequences of ignoring this vital part of corporate life. Today, human rights is a key
performance indicator for corporations all over the world.

One of the great ironies of this period in history is that, just as technology remakes our
world, the need to maintain the human dimension of our work, and a company's sense of its
social responsibility, is growing at an equally rapid pace. Harmonizing economic growth with
the protection of human rights is one of the great challenges we face today. It is a challenge
which, if met, can harness the great power of economic growth to the great principle of
human dignity.

At the 1999 Annual Meeting of the World Economic Forum at Davos, United Nations
Secretary- General Kofi Annan challenged world business leaders to initiate a Global
Compact of shared values and principles to give a human face to the global market. In the
twelve months since then, ensuring that the world economy truly responds to the needs of
people has become even more imperative.

The present report takes stock of the progress made by the business community in giving
effect to the human rights principles of the Global Compact that businesses should:

1. support and respect the protection of internationally proclaimed human rights within
their sphere of influence; and

2. make sure they are not complicit in human rights abuses.

This, of course, is a cooperative effort between business, governments, the United Nations,
business associations and non-governmental organizations as is brought out here.

In this report, we first ask why human rights are important to business, what human rights
are from the business perspective, where human rights standards and guidelines can be
found and how to move from a statement of principle to real practice.

Having set the stage, we highlight the expanding relationship between the United Nations
and the business community working together for basic social values.

Thirdly, we review the stage companies are at in taking on board human rights and in
turning commitment to principle to verifiable operational activities on the ground. This
requires close cooperation with civil society.

Finally, the check list of nine steps that companies can take to integrate human rights into
their principles, policies and activities is a useful guide for company action.

Successfully facing the corporate human rights challenge will be crucial to business success
nationally and internationally in the years ahead. This report was developed by the Office of
the High Commissioner for Human Rights in partnership with the Business and Human
Rights Program of Business for Social Responsibility, a San Francisco-based resource for
companies working to address human rights and other topics related to corporate social
responsibility. For more information on BSR, please visit www.bsr.org. My thanks to BSR
and to the Lawyers Committee for Human Rights which made valuable comments on the
draft of this paper.


http://www.bsr.org.

I would also welcome the comments of readers on this report and my Office stands ready
to cooperate in the future with all those wishing to promote respect for human rights
through working with business.

Geneva,
January 2000

Part I. Human Rights: On the Business Agenda

As the New York Times noted in a December 8, 1999 editorial, "the ideal of universal human
rights...is one of the most important political legacies of the century."

At the dawn of the 21st century, one of the most significant changes in the human rights
debate is the increased recognition of the link between business and human rights. In the
first four decades after adoption of the Universal Declaration of Human Rights, the Cold War
was the central political framework for viewing the world. Human rights was considered to
be an issue that involved state action, not the actions of the private sector. In the ten years
since the Cold War effectively ended, however, the world has begun to look very different
indeed. Even before the World Trade Organization meeting in Seattle, it had become clear
that the debate concerning human rights now places business squarely in the middle.

Why has this occurred? Several global trends have come together to place human rights
higher on the business agenda:

The emergence of the global economy as the central geopolitical fact of our time,
and the emergence of foreign trade as a polarizing political issue globally;

The information technology revolution that links the world as never before;
Increased consumer awareness and attention to issues like the labor practices of
companies whose products they buy;

Privatization, which has elevated both the influence of business, as well as
stakeholder assertions that companies should be publicly accountable;

Several high profile events in which businesses have been implicated in serious
human rights violations;

Broad demands that companies operate in a more transparent manner, and;

The rapid growth of stakeholder groups, as, for example, the number of
internationally- recognized NGOs has grown from 6,000 to 26,000 during the 1990s
(The Economist, 11 December 1999).

Several businesses have responded to these trends by beginning to incorporate concern for
human rights into their daily business operations. This development, parallel to the
emergence of the environment as a business issue a generation ago, is demonstrated
through several recent trends:

The proliferation of corporate codes of conduct protecting the human rights and labor
rights of workers employed by companies and their business partners;

Inclusion of human rights, as defined in the Universal Declaration of Human Rights, into
companies' global business principles;

Expanded attention paid by human rights organizations, consumers and the media to
business' impact on human rights;

Growing dialogue between companies and stakeholder groups concerned about human



rights;
Debate over the imposition of trade sanctions on nations broadly disregarding
international human rights standards.

Why are Human Rights Important to Business?

Businesses are increasingly focused on the impact they have on individuals, communities
and the environment. It is clear that one of the central measures of a company's social
responsibility is its respect for human rights. And while most companies recognize the
moral imperative to operate consistent with human rights principles, recognition is growing
that respect for human rights also can be a tool for improving business performance.

Some of the reasons concern for human rights is important to business include:

Compliance with both Local and International Laws: Human rights principles are
contained in national and international law. Ensuring that business operations are
consistent with these legal principles helps companies avoid legal challenges to their
global activities. In recent years in the United States and in other countries, courts
have considered lawsuits alleging that multinational companies, sometimes through
their business partners, have contributed to human rights violations in their global
operations.

Satisfying Consumer Concerns: Increased media attention to business' role in
protecting human rights has led to increased consumer awareness of the treatment
of workers producing goods for the global marketplace and demands for public
accountability. Several companies have found themselves the targets of campaigns
by human rights, labor rights, religious or consumer organizations highlighting
allegations of human rights abuses. Establishing and enforcing a meaningful
approach to human rights can help to avoid such campaigns, limit their impact on
the company if they occur as well as protect the overall image of the company.
Promoting the Rule of Law: Many of the principles enunciated in the Universal
Declaration of Human Rights involve the creation of a stable, rule-based society that
is essential to the smooth functioning of business. Applying human rights principles
thoroughly, consistently and impartially in a company's global operations can
contribute to the development of legal systems in which contracts are enforced fairly,
bribery and corruption are less prevalent and all business entities have equal access
to legal process and equal protection under law.

Building Community Goodwill: A multinational's presence can be viewed locally as
positive or negative. Avoiding human rights violations will help maintain positive
community relations and contribute to a more stable and productive business
environment.

Supply Chain Management: Many businesses' human rights policies are designed to
promote their global business partners' compliance with human rights and labor
rights standards. These policies can also serve as tools to help companies select
business partners which are well-managed and reliable and which operate ethically.
Enhancing Risk Management: Predictability is essential to stable and productive
business operations. The denial of basic human rights often leads to social or political
disruption. This in turn can cause labor strife, restricted access to goods and
services, or delays in the movement of finished products. And avoiding public
controversies reduces the direct costs of resolving high-profile disputes.

Keeping Markets Open: As United Nations Secretary-General Kofi Annan has noted,
advancing social values "will help ensure that markets remain open." The recent
WTO Ministerial demonstrated how broad concerns about the intersection of business
and human rights, amongst other issues, hinders the further development of global



trade agreements. In the United States, both nationally and at the state level, as
well as in the European Union, trade sanctions have been established or proposed for
a number of countries that are viewed as having widespread human rights violations.
Companies can help to ensure that sanctions do not limit their ability to conduct
business globally by promoting greater respect for human rights in such nations.
Increasing Worker Productivity and Retention: Protecting the human rights and labor
rights of employees and business partners' employees leads to increased
productivity, as workers who are treated fairly and with dignity and respect are more
likely to be productive. Enterprises that avoid human rights and labor rights
violations can also reduce employee turnover and achieve higher product quality.
Applying Corporate Values: The denial of basic human rights in ways that hinder a
company's ability to conduct its business consistent with its stated values can
undermine the faith of employees and external stakeholders in company integrity.

What are Human Rights?

Human rights standards have been established by international agreement. They are based
on universal norms, applicable to every society. (For the rights contained in the Universal
Declaration of Human Rights see www.unhchr.ch.)

They may, however, be implemented and addressed differently by businesses. The
Universal Declaration of Human Rights' (UDHR) articulation of the right to "an existence
worthy of dignity," for example, may apply to business either in terms of the remuneration
provided to workers, or through contribution to the material well-being of a community
through investment in social infrastructure.

A number of these human rights standards can be applied in varying degrees to the private
sector. They can be categorized as follows:

Principles that directly affect a business' employees;

Principles that involve a company's business partners, and their employees, both in
the public and private sector;

Principles that affect the community and general human rights environment in which
a company operates;

"Hybrid issues" that may implicate a company and public institutions to various
degrees, or may involve concern for individual human rights, the environment, and
community concerns.

This suggests that a company may be expected to address a broad range of human rights
issues. Some may be straightforward and direct, such as the protection of human and labor
rights of workers employed by a company or its supply chain partners. Other issues may
relate only in part to a business but are still relevant to the environment in which they
operate, such as calls on business to seek to influence governments to improve the general
human rights climate in places where they operate. What should be stated clearly,
however, is that corporations are not called on to replace governments in their legitimate
and primary responsibilities for the protection of human rights.

Some of the specific issues that companies have addressed, and which they are most
frequently asked to address by stakeholder groups, include:
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Adherence to core labor standards, as established by the ILO, i.e., non-
discrimination, freedom of association and collective bargaining, child labor, and
forced labor, both for companies and their business partners;

Guidelines for investments and/or operations in countries with a poor human rights
record;

The use of private and public security forces;

Arbitrary detention of employees or others related to business operations;
Business impact on particular groups such as indigenous peoples and migrant
laborers;

Corruption and bribery serving to deprive persons of human rights.

The framework for determining what human rights issues are linked to business is
addressed through the Secretary-General's Global Compact launched last year in Davos
(see Figure 1), which calls upon business to "support and respect the protection of
internationally proclaimed human rights within their sphere of influence and make sure they
are not complicit in human rights abuses." This approach recognizes the distinction
between those issues over which business has direct control, and those where they may be
one actor amongst many which play distinct roles, and establishes distinct frameworks for
defining a company's responsibilities.

Figure 1: The Global Compact (www.unglobalcompact.org)

The Global Compact, launched by the Secretary-General at the 1999 annual meeting of the
World Economic Forum, challenges individual corporations and representative business
associations to support the nine principles listed below which emanate from universally
agreed standards found in United Nations documents.

Human Rights:

1. Businesses should support and respect the protection of international human rights
within their sphere of influence; and

2. make sure their own corporations are not complicit in human rights abuses.

Labor:

3. Businesses should uphold the freedom of association and the effective recognition of the
right to collective bargaining;

4. the elimination of all forms of forced and compulsory labor;

5. the effective abolition of child labor;

6. the elimination of discrimination in respect of employment and occupation.

Environment:

7. Businesses should support a precautionary approach to environmental challenges;
8. undertake initiatives to promote greater environmental responsibility; and
9. encourage the development and diffusion of environmentally friendly technologies.

Key Standards




Most of the issues outlined in the previous section involve human rights principles
established in international agreements. These agreements, to varying degrees, provide
guidance to companies on how to ensure that human rights are respected, and a basis for
establishing systems of accountability. However, as many human rights standards were
created with primary focus on the public sector, additional guidelines often are needed to
ensure that companies can make the principles relevant to their operations in a manner that
can promote implementation.

Codes and standards related to business and human rights have proliferated in recent
years. In this context, it is a challenge for businesses to implement these standards in
practice, and to establish credible systems of public accountability. The starting point is the
keystone human rights document, the Universal Declaration of Human Rights, which was
recently awarded the Guinness World Record for being the most translated and
disseminated document in the world. The Universal Declaration has been translated into
over 300 languages and dialects all of which can be found at the website of the Office of
the High Commissioner for Human Rights (www.unhchr.ch). Also of fundamental importance
are the core labor standards established through the International Labor Organization
(www.ilo.org).

Determining how to apply these fundamental human rights principles to a company's
activities is critical. For many companies, the approach has involved statement of a broad
set of principles, supported by operating guidelines. Developing an internal policy is
important for four main reasons: (1) policy helps to define the company’'s own
commitments, (2) it guides company relationships with business partners and host
governments, (3) it provides the basis for assessing company performance, and (4) it can
serve as the vehicle for demonstrating its commitment to external stakeholders.

Categories of standards that can be used to develop a company's approach to human rights
include the following:

Universal Declaration of Human Rights

International Covenants on Civil & Political Rights and Economic, Social & Cultural
Rights

Other UN Conventions, including the International Convention on the Rights of the
Child

ILO Conventions and Recommendations on labor standards

ILO Declaration on Fundamental Principles and Rights at Work

UN Secretary-General's Global Compact

International standards on discrete subjects, such as the UN Code of Conduct for Law
Enforcement Officials

Multilateral guidelines such as the OECD Guidelines for Multinational Enterprises and
the ILO Tripartite Declaration of Principles on Multinational Enterprises

Global Stakeholder Initiatives, e.g., Amnesty International's Human Rights
Guidelines for Companies, the Global Sullivan Principles, Social Accountability 8000
and the Ethical Trading Initiative

Case-Specific Stakeholder Initiatives, e.g., actions recommended by Human Rights
Watch regarding the oil industry in Nigeria, or Business Principles for Operations in
China agreed to by a group of companies and NGOs in the United States.

In developing a company policy on human rights, the Universal Declaration, the foundation
document establishing human rights, comes first. While not all principles in the Declaration



are directly relevant to business, practices that are inconsistent with the Universal
Declaration will be viewed as violating human rights. A small but growing number of
companies have explicitly recognized this in recent years as they have publicly stated their
commitment to support the Universal Declaration, either in their global business principles,
codes of conduct, or by endorsing the Global Compact with business. A statement of
commitment is one step in developing a long term sustainable process that leads to greater
transparency and accountability of corporate actions.

Other standards provide guidance in specific situations. The cornerstone international
principles regarding labor rights come from ILO Conventions, particularly those governing
the "core labor standards" of child labor, forced labor, freedom of association and collective
bargaining, and non- discrimination. These standards have been incorporated into the
national laws of dozens of countries through the ratification process, and serve as the basis
for most corporate codes of conduct that include labor practices. They are the primary
benchmark for the rapidly accelerating work to ensure that global supply chains operate
consistent with fair labor standards.

On discrete issues such as the use of security forces or the rights of migrant labor,
international agreements also provide useful guidance for companies. The UN Code of
Conduct for Law Enforcement Personnel and the proposed International Convention on the
Protection of the Rights of All Migrant Workers and Members of Their Families provide
additional guidance on these issues.

Stakeholder Guidelines

Companies also may consider standards proposed by international, regional or local
stakeholder groups. Several human rights organizations have engaged in dialogue with
companies in recent years, and the output of some of these conversations has been
proposed standards for business. A global example is Amnesty International's Human
Rights Principles for Companies (www.amnesty.it/ailib/aipub/1998/ACT/A7000198.htm).
Amnesty's ten Principles are based on international standards and are designed "to assist
companies in developing their role in situations of human rights violations or the potential
for such violations." Human Rights Watch (www.hrw.org/)and Global Witness
(www.oneworld.org/globalwitness), amongst others, have developed country specific
recommendations for oil companies operating in Nigeria and Angola, respectively, and a
coalition of US-based companies and NGOs, led by the International Labor Rights Fund
(www.laborrights.org) and Global Exchange (www.globalexchange.org), have established
draft principles for companies operating in China.

From Policy to Practice

Simply stating a human rights policy is generally insufficient to make or demonstrate a
meaningful commitment to human rights. As the human rights section of Royal Dutch
Shell's website notes, "Principles are easy to sign up to — it's far harder to ensure that they
are built into corporate culture and that we keep delivering real advances on the ground."
This comment accurately describes the true challenge facing companies seeking to address
human rights: movement from acceptance of principles to full implementation.

There are a variety of steps that can be taken to implement a policy. The first is to ensure
that broad human rights principles are made relevant to business. Few would contest the
principle, enshrined in the Universal Declaration, that all people have the right to be free



from torture. The relevance of this principle to business operations is often less clear. As
noted in the human rights checklist prepared by the Norwegian Confederation of
Businesses, a company using private security personnel can "operationalize" that principle
by reviewing whether: (1) "it (or the security company being used) [has] drawn up rules to
ensure that the security personnel do not employ methods that might be construed as
torture or cruel, inhuman, or degrading treatment or punishment, or (2) the security guards
[have] received training in compliance with the UN Code of Conduct for Law Enforcement
Personnel."

On some issues, consensus standards may not exist. For example, there is not yet a
consensus on how companies should approach countries with broad human rights
violations. Apartheid-era South Africa was addressed through the original Sullivan
Principles, which established guidelines for how companies could operate appropriately even
as the country's racial policies enforced systemic human rights violations.

Today, some companies have chosen not to operate in Myanmar (Burma) due to the
government's human rights policies. The basis cited by many is the fact that, as in South
Africa during apartheid, a broadly-recognized indigenous democracy movement has called
for disinvestment. Elsewhere, several stakeholder groups have called upon companies to
use their influence to seek greater respect for all human rights. Statoil, the Norwegian
energy company, has expressed the view that it will seek to achieve and demonstrate that
its presence has a positive impact on human rights conditions, and may choose not to
operate in countries where that is not possible. This view is a positive one, which appears
to assume that the presence of business can be a liberalizing factor, yet does not
automatically have such an impact.

However, these and other steps have not yet yielded a commonly-accepted guideline for
determining whether and how companies can operate in countries where human rights
violations are widespread.

Stakeholder Perspectives and Concerns

The explosion in growth of NGOs was one of the defining features of global society in the
1990s. This growth has been most remarkable in the developing world, where human rights
organizations now operate freely in several countries like Guatemala, Indonesia, the former
Soviet Republics, and South Africa that had previously offered little space for expressions of
support for human rights. In India, it is reported that there are more than one million grass
roots groups working to achieve social goals.

In addition, stakeholders or social partners in the developed countries have steadily
increased their attention to the role and impact of global businesses, both through actions in
their home countries and regions, and through alliances with sister organizations in the
developing world. Indeed, the very networking that has facilitated the growth of global
business finds a striking parallel in the growth of global NGO networks.

The significance of this development for business has been substantial, including the
following:

Sensing the increased importance of trade liberalization, and the decreased role of
the state, many human rights groups have focused resources and attention on
multinational companies;

NGOs are adept at accessing traditional media to communicate about human rights,



including to consumers;

Using the Internet, a virtual human rights community has developed that
communicates quickly and effectively about violations of basic human rights,
corruption and official actions that undermine the rule of law. They also report on
alleged corporate complicity in human rights abuses and violations of international
labor rights standards in specific factories;

Stakeholder groups focusing on a range of issues — human rights, environment,
community economic development, gender equity, religion — have begun to work
more closely to build coalitions sometimes focusing on corporate action;
Numerous companies are finding ways to engage in dialogue and collaboration with
NGOs to address issues of mutual concern;

Society's greater interest in transparency has led many to seek proper ways for
NGOs to verify and report on corporate performance with respect to human rights.

It is beyond the scope of this paper to represent fully the views and opinions of stakeholder
groups. Still, it may be instructive to outline some of the opinions that are widely shared,
while keeping in mind that there are at least as many different kinds of stakeholders as
there are countries and companies.

Based on statements by international human rights groups, and dialogue with national
human rights organizations, the following reflect ten basic points that companies are likely
to encounter while in dialogue with NGOs:

Human rights concerns must be included in planning and business operations;
Companies should express support for internationally-accepted human rights
principles, beginning with the Universal Declaration of Human Rights;

Companies ought to undertake a systematic assessment of the human rights impact
of their operations, as well as the operations of key business partners;

Companies should ensure that core labor standards are respected for their
employees and the employees of their business partners;

Companies should act in as transparent a manner as possible, and should engage in
independent verification of their practices, and those of key business partners;
Companies should not engage in acts that violate human rights, and should not be
complicit in human rights violations;

Companies should seek input from a broad range of stakeholders prior to
establishingpolicies, practices, and systems of accountability to manage successfully
the implementation of a human rights policy;

Companies can and should engage in dialogue with governments concerning human
rights conditions, especially those impacting a business's operations;

Companies should engage in regular dialogue with human rights and other
organizations knowledgeable about human rights to avoid problems and improve
practices;

Regarding countries where there are substantial limitations on the enjoyment of
human rights, companies should avoid activities that serve only to perpetuate those
violations; avoid trade with those countries where a local, recognizable opposition
movement calls for disinvestment, and use their influence to seek improvements in
the human rights climate.

Principles of Partnership

Companies and stakeholder groups often have different perspectives on the same issues.



These differing perspectives create the value in stakeholder outreach; they also lay the
foundation for misunderstandings that can limit that value. The companies that have
succeeded in building strong, respectful relationships have done so by investing time,
thought and care in approaching these relationships. Some of the principles that companies
have found beneficial in building mutually agreeable relationships include:

Identify the mission of the engagement in a manner that is understood with clarity
inside the organization.

Select the right NGO partner: The huge number of civil society organizations around
the world means that some will be particularly valuable in terms of providing useful
information; some can help to achieve resolution of disputes, and some might be
valuable in conducting independent verification. It is also important to determine
whether one is seeking local, regional or global expertise. Navigating the thousands
of NGOs operating around the world, and finding the right partner, is critical.
Establish a relationship of mutuality and trust: NGOs often have, and are acutely
aware of, a power differential between them and multinational companies.
Relationships can work best when these differences are addressed by the creation of
respectful relations. This can be enhanced by companies not asking for NGOs to
provide endorsements that would compromise their credibility, and for NGOs to
accept the need for a company to address legitimate commercial needs.

Refine the desired outcomes of the project with the NGO(s): Most independent-
minded NGOs would seek input into the process. Without this, there is the risk that
they will believe that they are being asked to provide their credibility without having
appropriate influence. So while the company will likely have formed ideas regarding
the desired result of the project, it is important that all parties agree on ultimate
expectations, and together set tangible objectives that support the goals of the
project and the partner organizations.

Determine partnership’s structure, scope and duration: this will help establish a clear
set of understandings about what each party will be doing. Issues include: Project
administration; Scope and duration; Develop ground rules for the partnership;
Confidentiality/Disclosure; Costs; Determine communications strategy. This is one of
the most critical parts of developing effective partnerships, in that it ensures a
common understanding about roles and responsibilities.

Evaluate the project and partnership: Once finished, it is exceptionally useful to
conduct both an internal and a joint review of the project. The best company-NGO
collaborations typically generate learnings that all parties can integrate into their
activities going forward. Difficult partnerships also generate learnings, perhaps
valuable for other purposes. Reviewing these will help in future collaborations.

Part Il. The United Nations: a key business partner

As United Nations Secretary-General Kofi Annan stated last year in an address to the
Chamber of Commerce of the U.S.A.: "a fundamental shift has occurred in recent years in
the attitude of the United Nations towards the private sector. Confrontation has taken a
back seat to cooperation. Polemics have given way to partnerships.” This shift can be seen
in the growing number of joint initiatives which have developed between United Nations
agencies and programs and the private sector to address common challenges in practical
ways. Many of these initiatives are described in a special section of the UN website
(www.un.org/partners/business).

The Secretary-General brought the developing UN relationship with the private sector one
step further with the G