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Executive Overview

The guide is a work in progress, and this draft version
has been published to allow companies from different
business sectors to test it in practice. The experience
gained from the road-testing will be used to further

re ne the guide. A revised version of the guide will be
published by mid-2009. For further information and to
receive guidelines for the commenting and road-testing,
please contact Caroline Ersmarker at the International
Business Leaders Forum: caroline.ersmarker@iblf.org.
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The Guide’s

The Guide to Human Rights Impact Assessment and
Management was developed jointly by the International
Business Leaders Forum and the International Finance
Corporation in close collaboration with the United Nations
Global Compact. The Guide has three main objectives::

Acknowledge that companies can and do contribute
to protecting the rights of individuals whether
employees or workers, members of communities

or customers through the effective planning,
implementation and ongoing management of
business projects.

Provide a process through which business managers,
who are unlikely to be experts in the field of human
rights, can oversee the identification, assessment and
implementation of appropriate management responses
to potential human rights challenges to new or
evolving business projects, in order to strengthen their
company s contribution to human rights protection.

Enable a company to address the risks for the
business of potential allegations of human rights
violations, the corporate social responsibility
opportunities that active engagement on these issues
present and the potential impact of its operations on
the rights of individuals and communities.

The rights of the individual and their protection are
embedded in a range of international and national laws,
principles, conventions, guidelines and practices, and
these form the foundation for the guide.

Who is Responsible for
Protecting Human Rights?

The primary responsibility for protecting human rights lies
with governments but international understanding of the
relative roles and responsibilities of government, business
and civil society in this protection continues to evolve;

so the guide has been designed to ensure that impact

assessments at all times reflect the most recent thinking
and consensus on the role of business. Going forward
with future revisions of this draft, the publishers will seek
to ensure clarity on the linkage between internal corporate
policy and national and international legal frameworks.

As no clear indicators yet exist against which to
accurately measure potential human rights challenges
for business, the guide offers an approach by which a
company can bring together information, consultation,
opinion and expertise to inform its business judgements
and management decisions.

The Business Case for Action
on Human Rights

Although the primary responsibility for protecting human
rights lies with governments, there has been a growing
recognition that many aspects of business and the way
companies are managed can have positive or negative
impacts on the lives of workers, communities and
customers. Companies from many sectors are being
called to account for their activities or for not acting to
protect rights across their spheres of influence. The effect
on the business of claims of human rights violations can
be significant and costly, even if they are subsequently
declared to be without merit. By taking control of
identifying, assessing and managing human rights
challenges to enhance the positive impacts and eliminate
or mitigate the negative impacts, a company can:

» safeguard its reputation and brand image;

* secure and maintain its license to operate;

* reduce costs;

= improve recruitment and staff loyalty;

» foster greater productivity;

* meet evolving investor and stakeholder expectations;

= gain competitive advantage.



Understanding Human Rights and Business

Respect for human rights is a fundamental and neces-
sary part of practising good management and being a
responsible business. Many companies are integrat-
ing human rights considerations into their mainstream
business decision making and as a result they need to
more clearly understand where potential human rights
challenges may lie in their evolving or future business
projects, rather than reacting to individual human rights
challenges as they arise. Issues of corporate respon-
sibility that would rarely have featured on the agenda
five years ago are now key topics in boardrooms, with
human rights understood and addressed as significant
and relevant among these business issues.

Many companies in apparel and footwear, toys and
homeware, oil, gas and mining, pharmaceuticals,
technology, construction, food and beverage, and mo-
tor vehicles have been publicly called to account for
alleged employment and other human rights violations.
In a number of these cases, the accusations took the
companies by surprise, making remedial action all the
more challenging. For an overview of key human rights
considerations for ten major business sectors, please
refer to “Key Issues By Business Sector” on page 9.

Experience across most business sectors reinforces that

in the field of human rights protection, ‘prevention is better
than cure’. The guide proposes a more proactive approach
to such risks through the application of a business proc-
ess, thereby helping to reduce the element of surprise.

Business has a vested interest in respecting and pro-
tecting the rights of its stakeholders, and therefore has
a responsibility to embed its understanding of and its
responses to human rights issues into its core manage-
ment processes. Well-managed companies will often
address a range of business issues that have human
rights implications but are called something else — for
example, policies and practices in human resources and
health and safety. Those companies that are guided by
international good practice in governance, community
relations and stakeholder engagement will find much of
the human rights discussion to be familiar.

Business Spheres of Influence

The extent of control that a company has at each stage
of a business project greatly influences its capacity

to respond to and manage individual human rights
challenges. In many projects, the company will have a
combination of direct and indirect control and will be
dependent on other parties — for example, business
partners and governments — to play their part. In those
areas where it does not have direct control, a company
will need to assess the level of influence that it can
exercise on the behaviour of others.
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Figure 1: Spheres of Influence
Source: IBLF

The spheres of influence, as shown in Figure 1,
are fourfold:

* Within the company’s core business where the
company will have most direct control and can put in
place the necessary management procedures.

* Between the company and its business partners
where the level of direct control will vary depending

on the nature of the relationship, but where at least
strong influence can and should be exerted to ensure
that human rights violations do not arise. Any formal
documentation of the business relationship should
specifically refer to expected performance on
human rights.



* Between the company and the community in
which it operates where the level of influence and
control will depend on a range of economic, social
and environmental factors.

* Between the company and national government
organisations where influence is likely to be
more applicable than control, and where a range of
economic, social and environmental issues will be
central to the outcome.

The evolving expectations of stakeholders on what
constitutes responsible business practice are requiring
companies to look beyond their immediate core
operations and direct control. Increasingly, companies
have to consider issues along their supply and
distribution chains. The greater a company’s weight
and influence — as an employer, taxpayer or consumer
of local resources - the greater will be the expectations
of stakeholders.

The Guide as a Business Tool

The guide has been designed as part of a company’s
suite of due diligence and impact assessment tools.

A company can implement it as a discrete process

or adapt or combine it (in whole or in part) with other
processes to give deeper insight into human rights
issues. In either case, the company should apply the
more stringent standard identified between national and
international legal frameworks and internal company
guidelines. The ‘Implementing the Human Rights Impact
Assessment and Management Process’ section contains
practical tips to assist in the assessment process.

The guide aims to provide companies with a process
for assessing human rights impacts and making ap-
propriate management decisions. It has been based on
wide-ranging consultations with companies, organisa-
tions and individuals with experience in the field who
have commented on previous drafts. The next phase is
to road test the draft in real business situations, across

different business sectors and in different countries. The
lessons learned from the road testing will be incorpo-
rated in a revised version of the guide that is planned for
publication in 2009.

How Does Human Rights Impact Assessment Differ
from Other Impact Assessments

The concept of impact assessment is now well understood
in business planning. Companies are increasingly com-
bining their normal business planning and due diligence
procedures — evaluating financial, marketing, supply chain,
human resource and legal risks and opportunities — with a
range of economic, environmental and social impact as-
sessments, to ensure that management can make fully in-
formed decisions on the viability of business propositions.
Such assessments draw on past experience, present reali-
ties and future possibilities in creating a complete picture
of the circumstances in which the business operation or
project will be executed.

Many social, environmental and labour impact assess-
ments do attempt to identify and address human rights
challenges as part of a wider set of considerations. For
example, a social impact assessment will normally seek
to identify individuals or groups that may be dispropor-
tionately affected by the business project because of
their disadvantaged or vulnerable status, and in many
cases, this assessment will be considered adequate.
However, in some projects the potential impacts of
country and context lead to more complex human rights
aspects and demand more in-depth consideration.
Additionally, a social impact assessment will typically
focus on a business operation or project’s external
impacts on communities and customers, whereas a
dedicated human rights impact assessment will cover
both those external impacts and the internal impacts for
the business - for example, labour standards, work-
place conditions and health issues. It will also seek to
assess the consequences for the company’s operations
of the human rights challenges identified.



The guide provides the framework for more in-depth
studies in a way that enables it either to stand alone or

to be integrated into and inform the company’s social or
environmental impact assessments. It should also comple-
ment the company’s other impact assessment and due
diligence processes and reflect the company’s core values
and commitments. A complete assessment of opportuni-
ties and risks for any business project will demand an
evaluation across the fullest possible context — markets,
people, supplies, finance, geography, government, society,
sector, economy and environment. Human rights consid-
erations are an integral element of any such assessment.

Navigating the
Responsibility for Human Rights

The human rights impact assessment process permits a
company to systematically identify, predict and respond
to the potential human rights impacts of a business
project, having regard to the following: The people

— those whose rights may be impacted, as well as other
interested stakeholders

* The country and locality

 The company’s policy and practices, and the busi-
ness sector in which it operates

* Business relationships within the project

* The project’s time frame and lifecycle.

The framework within which a human rights impact
assessment is carried out in a business project will ad-

dress the following questions:

* Who are the people or groups whose rights may be
impacted by the project?

e What is the nature of the impacts on their rights?

 How much control can the company exercise over its
impacts and the responses to them?

« What alternatives are open to eliminate or otherwise
respond to the human rights issues?

The individuals or groups with a valid vested interest in
the project (its stakeholders) and in its impacts and its
outcomes may include the following:

Employees (including management) and other workers
 Communities within which the operation is located

* Customers

e Suppliers and distributors

» Investors and financiers

e Business partners

< National and local government organisations

« Multilateral agencies and donors

Non-governmental organisations.

Some of the stakeholders will share with the company
the responsibility for managing the project and therefore
its impacts and its outcomes. They in turn may have
other stakeholders whose rights are at risk, thereby
impacting on the business project. It will be important
to take these additional risks into account within the
impact assessment.

Rationale for the Guide

It is expected that companies using the guide will
already have addressed or experienced human rights
issues and have committed to respecting and protect-
ing human rights within their spheres of influence and
control. Some will have in place a statement of human
rights policy and practice, or will have made com-
mitments to abide by a code or set of principles that
includes human rights. These existing commitments will
enable the guide to fit comfortably within other manage-
ment processes.
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The guide has been developed to address a number of
circumstances, including the following:

* For companies doing business in any country, rec-
ognising that they may face particular challenges in
meeting human rights obligations in weak or fragile
states

* For new business operations or projects requiring as-
sessment before the project is operational

= For existing operations or projects where the proc-
ess can be adapted and applied to any stage of the
project’s lifecycle

= For any type or size of project.

The guide has also been designed for application in a
wide range of businesses, since activities in all business
sectors entail human rights considerations. However,
each business sector faces particular challenges and has
its own priorities and emphases.

Who Will Use the Guide?

The guide has been designed as a tool for company
managers and their colleagues who are responsible for
evaluating key aspects and impacts of a business project
but for whom the issues of human rights are not a core
competence. It provides them with a process to systemati-
cally address the potential business risks, gives signposts
of the stages where human rights expertise needs to be
accessed and indicates where that expertise is available.

The Added Value of the Guide

The guide is a practical tool for business managers and
colleagues to bring human rights impact assessment into
core business planning and management processes. As
well as permitting them to take full account of an issue
that is perhaps outside their normal core competence, the
guide will support and inform those in management who
are charged with carrying out the human rights impact as-

sessment and those who have responsibility for oversee-
ing the viability and conduct of business projects. The
guide can be used in three key ways:

* As arisk management tool: to better understand
and anticipate the possible human rights impacts of a
project, and to systematically manage these impacts.

« As an engagement tool: to offer guidelines for en-
gaging stakeholders - e.g., employees and workers,
trade unions, individuals, communities, local govern-
ment — in a structured and methodical discussion
about human rights issues around a project.

« As a decision-making tool: to gather and evaluate
human rights information that will inform the manage-
ment and monitoring of the business project.

What is New in the
Guide’s Methodology?

The guide builds on and complements other human
rights tools, guides and impact assessment processes.
The additional dimensions that it provides can be sum-
marised as follows:

* The guide is predictive. To date, reviews of the human
rights impacts of company operations have tended to
look back at past performance, assessing events that
have already taken place. While the guide recognises
the value of past experience, it outlines a process for
identifying potential future challenges at each stage of
the lifecycle of a business operation or project, thereby
encouraging proactive rather than reactive management.

* The guide is participatory. The human rights impact
assessment process has at its heart engagement with
stakeholders, with the objective of arriving at some
consensus on identifying human rights challenges and
appropriate responses to those challenges. The guide
builds the framework for a sound understanding of and
response to events as they unfold.

* The guide links assessment to management proc-
esses. The human rights impact assessment process



in the guide can effectively inform and help structure
the management and monitoring of a business op-
eration or project from a human rights perspective.

= The guide permits assessment, not auditing. Al-
though an assessment using the process in the guide
will benefit from information emerging from any audit or
review of a company’s performance on human rights
issues, the guide is not itself designed to be an audit
tool. The priority is to provide a system through which
to identify and assess future challenges and risks.

The Human Rights Impact Assessment
and Management Process

The eight-step process in the guide has been designed as
a systematic methodology for identifying, evaluating and
managing the human rights impacts and consequences of
any business operation or project. The steps are:

« Step One: Conduct an initial appraisal to determine
whether a full Human Rights Impact Assessment Is
needed

« Step Two: Assemble all the information necessary to
identify and clarify the context within which the busi-
ness project will operate

« Step Three: Set the baseline — Determine the current
human rights baseline or status quo of the project.

e Step Four: Consult with stakeholders to verify the
Human Rights challenges

e Step Five: Assess the Human Rights impacts and
consequences

= Step Six: Present the assessment findings and rec-
ommendations to Management

e Step Seven: Implement a Human Rights Manage-
ment process to eliminate or mitigate any negative
Human Rights impacts highlighted by the assess-
ment and promote positive impacts

= Step Eight: Monitor, evaluate and report on the
Human Rights experience of the project in operation.

Companies can tailor the process to meet their specific
needs or experiment with integrating all or part of the
process into other due diligence mechanisms — particu-
larly other impact assessments — to capture synergies
and avoid duplication.

Who Should Conduct the Human Rights Impact
Assessment and Management Process?

Responsibility for conducting the impact assessment
process needs to be clearly allocated from the outset.

As the process moves along, it will be necessary to bring
together practical understanding of the company’s opera-
tions, its legal, regulatory and internal governance re-
quirements, and its role in the local community and wider
society. Access to information, experience and expertise in
the field of human rights will also be required.

The nature of the work suggests that the company con-
sider a team approach, rather than leaving the whole task
to one individual. Using a team would have the added
advantage of broadening awareness and understanding of
the importance of human rights issues within the business
operations. The assessment team should have access

to appropriate senior local and international executives,

to ensure that management recognises the assessment
process and its outcomes, and gives them their proper
place in their decision-making. The team should also be
able as necessary to tap into the skills of or be represented
by colleagues from the operations, human resources,
finance, legal and compliance, corporate affairs and cor-
porate responsibility divisions. Some expertise may have
to be sourced externally, for example in the fields of:

Human rights policy, practice, law and regulation

Social and environmental considerations

Business sector practice

Understanding of local business culture

Communication and engagement with stakeholders.
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The determination of the balance between using internal
and external resources will take account of:

* Adding work pressure onto already hard-pressed
colleagues.

* Keeping the practical realities of the business project
at the heart of the process.

« Having human rights expertise and experience read-
ily available.

* Ensuring that the assessment is objective and has
some external validation.

* Enhancing the process of embedding human rights
considerations into management thinking and practice.

» Building the skills and experience of the management
team.

Ensuring Effective Implementation and Internal
Commitment

The company should allocate responsibility for the
assessment in job descriptions and consider giv-

ing incentives to those who will manage the business
operation or project, rewarding them for their diligence
in contributing to the impact assessment process and in
responding effectively to human rights issues that arise
when the project is operational. Conversely, a company
may need to impose sanctions for failing to adequately
participate in the process or to respond to human rights
issues in the operation The effectiveness of any impact
assessment and the extent to which it informs and
influences management decisions and practice will in
part depend on getting ‘buy-in’ from colleagues. From
the outset, the assessment should be positioned as an
integral part of the company’s due diligence processes,
designed to identify and manage business risks.

When Should the Human Rights Impact Assessment
and Management Process be Applied?

If it is decided that a full assessment is to be made, the
earlier in the business planning cycle that it can be carried
out, the better. The assessment should continue to feed
into the other due diligence processes, generate data to
help determine the viability or otherwise of the business
project and function as a framework with which to manage
the human rights aspects of the project.

The guide can also be adapted for use at a develop-
mental stage of an existing business project or in situ-
ations where unexpected human rights challenges are
beginning to manifest, providing a rigorous process of
evaluation and response.

The Way Forward

The publication of the guide gives an opportunity for
companies to strengthen their management processes -
to be proactive rather than reactive in the field of human
rights. Using it in a real life business project will test not
just the effectiveness of the guide but also how well the
issues are already featuring in the company’s planning
processes. The publishers of the guide welcome the
opportunity to work with companies on road testing the
guide in order to improve its effectiveness.

Further information is available from Caroline Ersmarker —
caroline.ersmarker@iblf.org



Key Issues By

All business sectors are exposed to human rights challenges and risks to a greater or lesser extent. Many of these
challenges and risks  for example, employment conditions and practices are common to all sectors. However, each

Sector

business sector has issues that are particularly prevalent within it.

The following table sets out example considerations for some key sectors. These examples are not intended to be

exhaustive, but rather to highlight where particular vigilance is needed.

Business Sector

Key Human Rights Considerations

Extractive - Qil, Gas and
Mining

Health and safety of workers direct and indirect
Employment conditions and practices

Disruption or relocation of indigenous people
Traditional livelihoods and local economic participation
Migrant workers

Forced labour and overtime

Child labour

Freedom of association and freedom to join trade unions
Relationships with government national and local
Relationships with security forces

Operations in conflict zones

Use of product as currency for terrorism

Corruption

Pharmaceutical and
Chemical

Health and safety of workers direct and indirect
Employment conditions and practices

Freedom of association and freedom to join trade unions
Process and product safety

Customer safety

Contamination e.g., of local water supply

Piracy of local traditional medicines

Clinical trials of medicines

Access to medicines

Relationships with government national and local
Misuse of products e.g., for torture

Marketing of products

Corruption
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Business Sector

Key Human Rights Considerations

Construction and
Infrastructure

Health and safety of workers direct and indirect
Employment conditions and practices

Disruption or relocation of local communities
Indigenous community rights

Migrant workers

Forced labour and overtime

Child labour

Freedom of association and freedom to join trade unions
Access to water and other services

Relationships with government national and local
Relationships with security services

Corruption

Technology
- Hardware, Software,
Telecommunications

Health and safety of workers in manufacture, refurbishment and disposal
Employment conditions and practices

Access to technology and knowledge

Migrant workers

Child labour

Forced labour and overtime

Freedom of association and freedom to join trade unions
Freedom of expression vs state censorship and repression
Invasion of privacy

Protection of children from inappropriate material
Sourcing from conflict zones

Relationships with government national and local
Relationships with security forces

Corruption

Food and Beverage

Health and safety of workers direct and indirect
Employment conditions and practices

Health and safety of customers

Freedom of association and freedom to join trade unions
Welfare of suppliers and their employees

Local impact of industrialised farming

Disruption of traditional agriculture

Safety of transportation

Responsible marketing

Access to water

Child labour

Forced labour and overtime

Relationships with government national and local
Relationships with security forces

Corruption

Retail — Garment,
Footwear, Homeware,
Toys, etc

Health and safety of workers direct and indirect
Employment conditions and practices

Child labour

Forced labour and overtime

Trafficking of humans

Freedom of association and freedom to join trade unions
Supply chain standards

Relationships with government national and local
Relationships with security forces

Corruption




Business Sector

Key Human Rights Considerations

Transport — Air, Land
and Sea, Including
Manufacture

Health and safety of workers direct and indirect
Employment conditions and practices

Freedom of association and freedom to join trade unions
Health and safety of customers

Migrant workers

Disruption of local communities noise, pollution, road accidents, etc.
Hazardous cargo and materials

Forced labour and overtime

Child labour (particularly in supply chain)

Trafficking of humans

Relationships with government national and local
Relationships with security forces

Corruption

Tourism

Health and safety of workers direct and indirect
Employment conditions and practices

Freedom of association and freedom to join trade unions
Disruption or relocation of local communities
Access to water and other services

Migrant workers

Supply chain standards

Forced labour and overtime

Child labour

Sex tourism and protection of children

Indigenous community rights

Relationships with government national and local
Relationships with security forces

Corruption

Banking and Business
Services

Health and safety of workers direct and indirect
Employment conditions

Freedom of association and freedom to join trade unions
Forced labour and overtime

Human rights challenges of clients and business partners
Sensitivity to human rights in advice and service content
Relationships with government national and local
Relationships with security forces

Facilitation of funding for terrorism

Corruption

Agriculture

Health and safety of workers direct and indirect
Employment conditions and practices

Freedom of association and freedom to join trade unions
Forced labour and overtime

Child labour

Migrant workers

Access to water

Impact of chemicals

Local impact of industrialised farming
Disruption of traditional agriculture
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