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Merkittdvin muutos yritystoimintaa ja ihmisoikeuksia koskevassa keskustelussa tapahtui 2000-
luvulla, kun 2008 otettiin kdyttéon suojelua, kunnioitusta ja korjaavia toimia koskeva kehys,
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yrityksille ohjeita siitd, miten heiddn tulisi omaksua vapaaehtoisia yhteiskuntavastuuohjelmia
ja pantava tdytantoon aloitteita ihmisoikeuksien kunnioittamiseksi.

UNGP:ssd korostetaan voimakkaasti avoimuuden merkitystd, ja yritysten edellytetdin
kommunikoivan avoimesti ihmisoikeusvaikutustensa ja -riskiensd hallinnasta. Suomi julkaisi
vuonna 2014 kansallisen toimintasuunnitelman YK:n yrityksid ja ihmisoikeuksia koskevien
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cross-case -tutkimuksena jélkimmadiseen tutkimuskysymykseen vastaamiseksi. Corporate Hu-
man Rights Benchmark (CHRB) 2020 -menetelmai kéytettiin arvioitacssa 30 suomalaisen yri-
tyksen ihmisoikeusraportointia. Yritykset valittiin Sustainable Brand Index:in (SBI) listalta.

Tutkimuksen tulokset osoittavat, ettd suomalaiset yritykset julkaisevat melko vdhén tietoa
ihmisoikeusvastuistaan. Vaikka suurin osa suomalaisista yrityksistd on ilmoittanut sitoutu-
vansa kunnioittamaan ihmisoikeuksia, monet eivét ole vield aloittaneet due diligence -proses-
sia. Néin ollen ihmisoikeusvastuun ja siihen liittyvén seurannan kéytdnnon integrointi yritysten
ydintoimintoihin on vield pitkalti alkuvaiheessa. Tama kuvastaa sité, ettd suomalaiset yritykset
ovat vield alkuvaiheessa YK:n yleisten toimintaperiaatteiden tdytintdonpanossa ja heilld on
vield pitkd matka edessdéin konkretisoidakseen ihmisoikeusvastuunsa ja siséistddkseen, mité
ihmisoikeuksien kunnioittamiseen sitoutuminen kéytinnosséi tarkoittaa. Verrattuna CHRB:n
maailmanlaajuisen arvioinnin tuloksiin suomalaiset yritykset ovat kuitenkin suunnilleen sa-
malla tasolla.
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1 INTRODUCTION

1.1 Background

Two decades ago, “human rights” and “business” were rarely addressed in a same sen-
tence. It was states’ responsibility to deal with human rights and companies had nothing
to do with it. (FIDH, 2016; Brenkert, 2016.) The most important change in the human
right debate happened in the beginning of the 21% century when the recognition of the
link between human rights and business increased (OHCHR, 2000). For long, the link
between business and human rights enjoyed quite little attention in the academic world
as well but it started to change when John Ruggie was assigned as the UN Secretary-
General's Special Representative (SGSR) on business and human rights in 2005. In 2008
Ruggie introduced the Respect, Protect and Remedy -Framework that consisted of the
states’ duty to respect, corporations’ duty to respect and need for better access to remedy
in cases of human rights violations. Ruggie’s framework has become the most significant
piece in the debate on business and human rights. (Wettstein, 2012.)

A movement that demands holding businesses accountable for their human rights
violations has emerged. The idea that also businesses have human rights responsibilities,
not just governments, has attracted a lot of positive attention but unfortunately there is
still a lot of scepticism and unresolved questions regarding this view. (Brenkert, 2016.)
According to Ruggie (2008) the main reason of the business and human rights dilemma
is due to globalization that has created governance gaps. These gaps are formed due to
the scope and impact of the actions of companies and the lack of capacity of states to
manage their harmful impact. These governance gaps have created and shaped an envi-
ronment that is allowing companies to commit wrongful acts without sufficient sanctions
nor remedies. The main challenge today is how to narrow these gaps and ultimately close
them altogether.

Today's supply chains often consist of multiple tiers of suppliers spreading across
the world, which makes them very complex (Mena et al. 2013). To achieve sustainability
throughout the whole supply chain, its crucial to manage the sustainability at all the dif-
ferent tiers. Yet, there has not been many initiatives by multi-tier suppliers to implement
sustainability or CSR activities in their supply chains. (Govindan et al. 2021.) According

to Meinlschmidt et al. (2018) serious violations of social and environmental practices
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usually happen at tier-2 suppliers or even further upstream and their sub-suppliers. Sev-
eral cases of unsustainable behaviour as well as violations of labor and environmental
laws by direct suppliers or sub-suppliers or multi-national companies have been reported
(Seuring and Miiller, 2008; Wolf, 2014). Today’s customers hold focal companies re-
sponsible for irresponsible behaviour in their supply chains (Hartmann and Moeller,
2014). This has had a negative effect on company reputation and financial losses to major
brands (Seuring and Miiller, 2008). The collapse of Rana Plaza building in Bangladesh in
2013 that killed over a thousand workers received monumental international attention. It
also raised serious concerns regarding defects from the supplier side to build and maintain
safe working conditions for the workers (Huq et al. 2014).

Increasing shareholder activism and consumer consciousness of how products are
produced have focused attention on Corporate Social Responsibility (CSR). Due to glob-
alization people are also more aware of the human rights abuses committed in the trans-
national corporations (TNCs) (Kinley and Navidi, 2013). A TNC is an enterprise that is
involved in global production of products or services by controlling assets of other entities
in economies outside its home country, often by owning a specific equity capital stake
(UNCTAD, 2004). Businesses are focusing more and more on the impact their actions
have on people, communities, and the environment. When it comes to measuring compa-
nies’ social responsibility, the respect for human rights is one of the key measures.
(OHCHR, 2000.)

Various actors like companies, investors, regulators, policy makers, non-governmen-
tal organizations, and civil society, all use CSR reporting to support a wide range of de-
cisions. Different standards and frameworks like GRI, SASB and UNGPRF, have evolved
to meet the need for non-financial information disclosure. Today, it has become a com-
mon practise among listed companies globally, to communicate and report on their sus-
tainability and responsibility practices (Szekely and Brocke 2017; Hetze and Winistorfer
2016). According to a survey by KMPG (2017), over 90% of the 250 largest companies
in the world publish a sustainability report. There are many positive outcomes to CSR
reporting like increased legitimacy and reputation of organizations (Brusca et al. 2018)
and influencing organizational change management to a more sustainable way of operat-
ing (Domingues et al. 2017).

Reporting on non-financial issues became a legal requirement in the European Union
(EU) for public interest entities with over 500 employees due to EU Directive 2014/95/EU

on non-financial reporting (European Commission, 2021a). Even though the Directive
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does not oblige small and medium-sized companies to report, it will most likely have
consequences for them. Especially for suppliers, since bigger companies must report
about sustainability issues in their upstream and down-stream supply chain as well. To
this day, there is still a lack of political regulation regarding sustainability reporting, in
many countries. Even in places where rules exist, they are usually too ambiguous to pro-
vide companies with concrete guidance. For example, the EU Directive 2014/95/EU
leaves it to the companies to choose against which reporting guideline they will report.
With companies receiving very little orientation, they face significant challenges in find-
ing adequate reporting processes and outputs that are in accordance with the existing
guidelines and satisfies the expectations of external stakeholders. (Brand et al. 2018.)

Reporting on human rights is an intimidating task for any business, but it is an in-
creasingly significant aspect of transparency. Companies address human rights issues as
well as other social, environmental, and economical practices in their various publications
such as annual reports, sustainability reports and social reports. (GRI, 2008.) According
to the Global Reporting Initiative (GRI, 2009), since companies have a huge power to
affect human rights, the appropriate scope of human rights that they should consider in-
cluding in their reports are the rights presented in the Universal Declaration of Human
Rights and its two implementing instruments: the International Covenant on Civil and
Political Rights (ICCPR) and the International Covenant on Economic, Social and Cul-
tural Rights (ICESCR) as well as the core conventions of the International labor Organi-
zation (ILO). These instruments are commonly considered the main international refer-
ence points for corporate human rights reporting.

In the last two decades the focus has been more on the environment when discussing
and reporting sustainability but the social aspect of sustainability is growing its stance as
well. There is quite some research on the social aspect of CSR but not as much on human
rights and human rights reporting. When it comes to the Finnish market there is very little
research on sustainability reporting of Finnish companies (Tuominen et al, 2008; Koto-
nen, 2009). Yet, they both have a vaguer focus discussing the triple bottom line. This
thesis on the other hand focuses specifically on the human rights and how Finnish com-

panies report on those.
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1.2 Objective of the Study and Research Questions

The objective of this study is to examine how Finnish companies are managing to respect
human rights in their supply chains and business activities and how are they reporting
about them on their websites and publications such as annual reports and social responsi-
bility reports. There has been research done about responsibility reporting of Finnish com-
panies (Tuominen et al, 2008; Kotonen, 2009), but not especially on human rights report-
ing and that is the research gap that this study aims to contribute to.

The research questions of this study are as follows:

1. What is the Human Rights performance of the most sustainable* Finnish compa-

nies?

2. Are there differences between industries regarding human rights reporting?

These research questions will be answered by conducting a qualitative study using
the Corporate Human Rights Benchmark (CHRB) 2020 methodology to assess the CSR
reporting of 30 Finnish companies with a focus on their human rights reporting. The 30
companies were selected from the Sustainable Brand Index (SBI) rank list. SBI conducts
Europe’s largest brand studies focusing on sustainability and their ranking shows how
sustainable their key stakeholders perceive them to be. There were 195 brands in the
Finnish Ranking. In the first phase of the company selection, we linked each brand with
the company that owned them. After the conversion of brand ranking to company ranking,
the criteria were defined based on which the companies would be selected for this study.

The CHRB methodology was chosen since it is currently the most comprehensive
framework with a sole focus on human rights. The CHRB Methodology was developed
using a wide range of global and industry-specific standards and initiatives to make sure
that the benchmark is based on realistic expectations. When it comes to global standards,
the UNGPS are a key part of the CHRB and on top of that it also takes into consideration
various UN conventions and declarations concerning human, women’s and children’s
rights. The CHRB methodology has also referenced the OECD Guidelines for Multina-
tional Enterprises, the ILO core labor standards and other ILO conventions, the UN
Global Compact, and the UN Sustainable Development Goals. Reporting frameworks and
standards it used were previously mentioned UNGPRF, GRI and SASB. (See 2020 CHRB
Methodology, Annex 6.) All the above-mentioned standards and frameworks are dis-
cussed in this thesis. The CHRB Methodology combines and concludes them all which is

why it was used as the theoretical framework of this thesis.
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1.3 Structure of the Study

In the second chapter we will discuss human rights and the development and relationship
between business and human rights. We will also discuss the debate of business and hu-
man rights as well as the four varieties of responsibility. We will go through the due
diligence process and finally the challenges and motives for businesses to respect human
rights.

The third chapter consist of responsibility reporting. We will go through the devel-
opment of responsibility reporting, legal requirements, and the motives and challenges,
not forgetting the focus on human rights. We will also familiarize ourselves with well-
known reporting frameworks like GRI, UNGPRF and SASB and lastly conclude the lit-
erature review with the Corporate Human Rights Benchmark that also serves as the the-
oretical background of this study.

In chapter 4 we will discuss the methodology of the study and get into more specifics
with the CHRB methodology. We will also discuss data collection and analysis as well
as the quality of the study.

In chapter 5 the results of the study will be discussed by first providing an overall
picture of how Finnish companies performed against the framework and then going into
more detail with each theme A-F separating companies in agricultural and apparel indus-
try.

In the last chapter we will discuss the results and reflect them on exciting literature.
We will also answer our research questions, provide managerial and theoretical contribu-

tions as well as disclose the limits of the study and propose ideas for future research.
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2 HUMAN RIGHTS IN BUSINESS

This chapter discusses the significant movements that shaped and developed human rights
to the way they are to this day. This includes the Universal Declaration of Human Rights,
the International Labor Organization’s Declaration on Fundamental Principles and Rights
at Work, the United Nation’s Global Compact and the UN Guiding Principles on Business
and Human Rights. Next, we will discuss businesses’ obligations regarding human rights
dividing them into negative duties to respect and positive duties to protect and realize
human rights. Then we will disclose the effect that businesses have on human rights, how
human rights due diligence has developed and lastly what are the barriers and drivers for

companies to respect human rights.
2.1 Significant Human Rights Movements
2.1.1 Universal Declaration of Human Rights

Human rights are basic rights that belong to every individual in the world, regardless of
their sex, colour, religion, ethnic origin, place of residence or any other status, from birth
till death. All human beings are equally entitled to their human rights without any dis-
crimination. These rights are all parallel, interdependent, and indivisible. Human rights
can never be taken away, yet they can be restricted for example in case an individual
breaks the law. (OHCHR, 2020; EHRC, 2019.) Another good example in which people’s
human rights can be restricted is when national security is at stake, which is the situation
in many countries today due to Covid-19. During this global pandemic the government
in many countries has made the decision to forbid its citizens from going out unless in
compelling reasons which means that they are denying their citizens’ right to freedom of
movement (article 13) (United Nations, 2020).

Human rights are based on common values shared by all such as dignity, equality,
respect, fairness, and independence and all these values are defined and protected by law.
A massive scale of human rights violations took place in the Second World War. The
cruelty that occurred led to making the protection of human rights a global priority. This
led to the founding of United Nations in 1945. A few years after, in 1948 the Universal
Declaration of Human Rights (UDHR) was adopted with an objective to establish funda-
mental rights and freedoms shared by all human beings on a global level. (EHCR, 2019.)
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Since adopting the UDHR, the world has seen the development of significant human
rights movements from global to regional and national level. Even though the Declaration
was not a legally binding treaty when it was first introduced in 1948, it was still described
as “a common standard of achievement for all people and nations”. Nonetheless its im-
mense significance as an instrument for human rights is almost unmatched. (Keane and
McDermott, 2012.) Today, universal human rights are generally communicated and en-
sured by law in the form of treaties, general principles, and customary international law
as well as other sources of international law. International human rights law dictates gov-
ernments’ responsibilities to act in certain ways or to refrain from certain acts with a goal
to protect and promote human rights as well as the fundamental freedoms of the people.
(OHCHR, 2020.) In the UDHR there are 30 rights and freedoms that all human beings
are entitled to (Table 1).

Table 1 Universal Declaration of Human Rights (All articles below are cited from
the United Nations” Universal Declaration of Human Rights (UDHR) to avoid any
misconception.) (Universal Declaration of Human Rights, 1948.)

Article Definition
number
Article 1 All human beings are born free and equal in dignity and rights. They are endowed with

reason and conscience and should act towards one another in a spirit of brotherhood

Article 2 Everyone is entitled to all the rights and freedoms set forth in this Declaration, without
distinction of any kind, such as race, colour, sex, language, religion, political or other
opinion, national or social origin, property, birth or other status. Furthermore, no dis-
tinction shall be made on the basis of the political, jurisdictional or international status
of the country or territory to which a person belongs, whether it be independent, trust,
non-self-governing or under any other limitation of sovereignty.

Article 3 Everyone has the right to life, liberty and the security of person.

Article 4 No one shall be held in slavery or servitude; slavery and the slave trade shall be pro-

hibited in all their forms.

Article 5 No one shall be subjected to torture or to cruel, inhuman or degrading treatment or
punishment.

Article 6 Everyone has the right to recognition everywhere as a person before the law.

Article 7 All are equal before the law and are entitled without any discrimination to equal pro-

tection of the law. All are entitled to equal protection against any discrimination in
violation of this Declaration and against any incitement to such discrimination.
Article 8 Everyone has the right to an effective remedy by the competent national tribunals for

acts violating the fundamental rights granted him by the constitution or by law.
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Article 9
Article 10

Article 11

Article 12

Article 13

Article 14

Article 15

Article 16

Article 17

Article 18

No one shall be subjected to arbitrary arrest, detention or exile

Everyone is entitled in full equality to a fair and public hearing by an independent and
impartial tribunal, in the determination of his rights and obligations and of any criminal
charge against him.

1. Everyone charged with a penal offence has the right to be presumed innocent until
proved guilty according to law in a public trial at which he has had all the guarantees
necessary for his defence.

2. No one shall be held guilty of any penal offence on account of any act or omission
which did not constitute a penal offence, under national or international law, at the
time when it was committed. Nor shall a heavier penalty be imposed than the one that
was applicable at the time the penal offence was committed.

No one shall be subjected to arbitrary interference with his privacy, family, home or
correspondence, nor to attacks upon his honour and reputation. Everyone has the right
to the protection of the law against such interference or attacks.

1. Everyone has the right to freedom of movement and residence within the borders of
each State.

2. Everyone has the right to leave any country, including his own, and to return to his
country.

1. Everyone has the right to seek and to enjoy in other countries asylum from persecu-
tion.

2. This right may not be invoked in the case of prosecutions genuinely arising from
non-political crimes or from acts contrary to the purposes and principles of the United
Nations.

1. Everyone has the right to a nationality.

2. No one shall be arbitrarily deprived of his nationality nor denied the right to change
his nationality.

1. Men and women of full age, without any limitation due to race, nationality or reli-
gion, have the right to marry and to found a family. They are entitled to equal rights as
to marriage, during marriage and at its dissolution.

2. Marriage shall be entered into only with the free and full consent of the intending
spouses.

3. The family is the natural and fundamental group unit of society and is entitled to
protection by society and the State.

1. Everyone has the right to own property alone as well as in association with others.
2. No one shall be arbitrarily deprived of his property.

Everyone has the right to freedom of thought, conscience and religion; this right in-
cludes freedom to change his religion or belief, and freedom, either alone or in com-
munity with others and in public or private, to manifest his religion or belief in teach-

ing, practice, worship and observance.
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Everyone has the right to freedom of opinion and expression; this right includes free-
dom to hold opinions without interference and to seek, receive and impart information
and ideas through any media and regardless of frontiers.

1. Everyone has the right to freedom of peaceful assembly and association.

2. No one may be compelled to belong to an association.

1. Everyone has the right to take part in the government of his country, directly or
through freely chosen representatives.

2. Everyone has the right to equal access to public service in his country.

3. The will of the people shall be the basis of the authority of government; this will
shall be expressed in periodic and genuine elections which shall be by universal and
equal suffrage and shall be held by secret vote or by equivalent free voting procedures.
Everyone, as a member of society, has the right to social security and is entitled to
realization, through national effort and international co-operation and in accordance
with the organization and resources of each State, of the economic, social and cultural
rights indispensable for his dignity and the free development of his personality.

1. Everyone has the right to work, to free choice of employment, to just and favorable
conditions of work and to protection against unemployment.

2. Everyone, without any discrimination, has the right to equal pay for equal work.

3. Everyone who works has the right to just and favourable remuneration ensuring for
himself and his family an existence worthy of human dignity, and supplemented, if
necessary, by other means of social protection.

4. Everyone has the right to form and to join trade unions for the protection of his
interests.

Everyone has the right to rest and leisure, including reasonable limitation of working
hours and periodic holidays with pay.

1. Everyone has the right to a standard of living adequate for the health and well-being
of himself and of his family, including food, clothing, housing and medical care and
necessary social services, and the right to security in the event of unemployment, sick-
ness, disability, widowhood, old age or other lack of livelihood in circumstances be-
yond his control.

2. Motherhood and childhood are entitled to special care and assistance. All children,
whether born in or out of wedlock, shall enjoy the same social protection.

1. Everyone has the right to education. Education shall be free, at least in the elemen-
tary and fundamental stages. Elementary education shall be compulsory. Technical and
professional education shall be made generally available and higher education shall be
equally accessible to all on the basis of merit.

2. Education shall be directed to the full development of the human personality and to
the strengthening of respect for human rights and fundamental freedoms. It shall pro-

mote understanding, tolerance and friendship among all nations, racial or religious
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groups, and shall further the activities of the United Nations for the maintenance of
peace.
3. Parents have a prior right to choose the kind of education that shall be given to their
children.

Article 27 1. Everyone has the right freely to participate in the cultural life of the community, to
enjoy the arts and to share in scientific advancement and its benefits.
2. Everyone has the right to the protection of the moral and material interests resulting
from any scientific, literary or artistic production of which he is the author.

Article 28 Everyone is entitled to a social and international order in which the rights and freedoms
set forth in this Declaration can be fully realized.

Article 29 1. Everyone has duties to the community in which alone the free and full development
of his personality is possible.
2. In the exercise of his rights and freedoms, everyone shall be subject only to such
limitations as are determined by law solely for the purpose of securing due recognition
and respect for the rights and freedoms of others and of meeting the just requirements
of morality, public order and the general welfare in a democratic society.
3. These rights and freedoms may in no case be exercised contrary to the purposes and
principles of the United Nations.

Article 30 Nothing in this Declaration may be interpreted as implying for any State, group or
person any right to engage in any activity or to perform any act aimed at the destruction

of any of the rights and freedoms set forth herein.

The Universal Declaration of Human Rights (UDHR) was the first global interna-
tional human rights instrument (Gardbaum, 2008). Publishing and adopting the UDHR
did not mean the end of all human rights abuses, but it has led to greater freedom for
many people. It has made possible to prevent certain violations and attain independence
and autonomy. (United Nations: UDHR, 2015.) Since the UDHR is not a treaty, it does
not create direct legal obligations to any country. Yet, it’s an expression of the fundamen-
tal values that every member of the international community shares and influences the
development of international human rights law. Even though the UDHR itself is not le-
gally binding, it has influenced other international agreements that in fact are binding
legally on the countries that ratify them. These include e.g., the International Covenant
on Civil and Political Rights (ICCPR) and the International Covenant on Economics, So-
cial and Cultural Rights (ICESCR). (Australian Human Rights Commission, 2020.) To-
gether the three have collectively come to be known as the “International Bill of Rights”

(Gardbaum, 2008).
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2.1.2  ILO Declaration on Fundamental Principles and Rights at Work

The International Labor Organization (ILO) is one of the first international organizations
in the world and today it has 187 member States. ILO promotes rights at work by setting
international labor standards. It strives to strengthen the discussion on work-related issues
and encourages decent employment opportunities and the enhancement of social protec-
tion. (ILO, 2019.) ILO was founded in 1919, after the First World War during huge in-
dustrial unrest and the emerging of worker’s movements so it is now more than 100 years
old. The ILO became a part of the UN “family” as a specialized agency after the Second
World War in 1946 and in 1969 ILO won the Nobel Prize for Peace in recognition of its
activities. (Heijden, 2018.)

In 1998, The Declaration on Fundamental Principles and Rights at Work (DFPRW)
was adopted. The Declaration commits ILO member states to respect and promote a set
of principles and rights in four categories: 1) freedom of association and the right to col-
lective bargaining, 2) elimination of forced or compulsory labor, 3) abolition of child
elabor and 4) Elimination of discrimination in respect of employment and occupation.
The ILO’s Governing Body has identified 8 conventions that cover the subjects that are
considered as fundamental rights and principles in the work life. These fundamental con-
ventions are:

1. Freedom of Association and Protection of the Right to Organise Convention,
1948 (No. 87)

Right to Organise and Collective Bargaining Convention, 1949 (No. 98)
Forced Labor Convention, 1930 (No. 29)

Abolition of Forced Labor Convention, 1957 (No. 105)

Minimum Age Convention, 1973 (No. 138)

Worst Forms of Child Labor Convention, 1999 (No. 182)

Equal Remuneration Convention, 1951 (No. 100)

® NN kWD

Discrimination (Employment and Occupation) Convention, 1958 (No. 111) (In-
ternational Labor Organization)

Since the ILO has great importance in the international labor rights regime, there has been
a lot of research done on various aspects of ILO conventions. Research has shown that
confirmation of the ILO conventions can partially better labor conditions by e.g. increas-

ing manufacturing wages (Rodrik, 1996), increasing unemployment benefits (Kim,
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2010), decreasing gender wage gaps (Weichselbaumer and Winter-Ember, 2007) and in-
creasing welfare spending (Strang and Chang, 1993). Research has also been made about
the determinants of convention ratification. Boockmann (2001) states that for industrial-
ized countries internal political factors and for developing countries the economic factors
have a significant effect in whether a country ratifies the conventions. In addition to a
country’s internal factors, ratification decisions are influenced by external factors. These
factors can be that a country’s regional peer or an economic rival has ratified a certain
convention. (Chau and Kanbar, 2001; Baccini and Koenig-Archibugi, 2014.) Besides the
research on factors and effects of ratifying the ILO convention, Peksen and Blanton
(2017) conducted a comprehensive impact assessment on how these conventions truly
affect the labor rights they seek to improve. Findings from their analysis suggested that
the ratification of the core ILO conventions correlates negatively with the level of respect
for worker rights. Even though the adoption of core conventions is crucial in recognizing
primary rights of workers, they might also paradoxically serve to undercut those rights.
Hafner-Burton and Tsutsui (2005) and Hathaway (2002) also argue that the ratification
treaties concerning human rights result in a twisted outcome of countries” increasing op-
pression after ratifying a treaty. This is due to two factors: 1) being rewarded for treaty
ratification and 2) the lack of treaty enforcement. In other words, human rights treaties
provide significant benefits to states since they are being awarded just by taking a position
on human rights. Yet, there is no mechanism to enforce the wanted goals of the treaties
which are to actually improve the human rights conditions which makes the cost for vio-
lating their commitments extremely low. Same goes with ILO core conventions: even
though ILO has grown its power and influence globally its enforcement powers are still

limited to just publishing reports on labor rights abuses (Anner and Caraway, 2010).
2.1.3 The UN Global Compact

The UN Global Compact (UNGC) is the world’s largest voluntary initiative concerning
corporate social responsibility (CSR) (Kimbro and Cao, 2011). The UNGC was first pre-
sented in the Davos World Economic Forum in January 1999 in by the secretary-general
of the United Nations, Kofi Annan. With this voluntary initiative it was intended to in-
crease and diffuse the benefits of international economic development. Annan argued that
sharing common values will provide a more stable market environment and on the con-
trary without these values businesses could expect challenges and hardship due to protec-

tionism, populism, fanaticism, and terrorism. After the Davos meeting, nine principles
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were formulated with the contribution of Annan and a group of business leaders. Those
principles came to be known as the UNGC. In 2004 the last principle against corruption
was added with a total of 10 principles. (Williams, 2007.)

The UNGC has two objectives: 1) to adopt the ten principles in business activities
globally with collaborative solutions to solve the most fundamental challenges that face
both our societies and businesses with the moral authority and convening power of the
UN and the private sector’s solution-finding skills, and 2) to present a forum that provides
its signatories with access to the capacities and expertise of the UNGC networks and par-
ticipants. (Clapp, 2005.) The United Nations Global Compact focuses on human rights,
labor rights, environmental concern and corruption. It consists of ten principles that are
derived from the following four declarations: 1) the Universal Declaration of Human
Rights in 1948, 2) the Rio Declaration on Environment and Development in 1992, 3) the
International Labor Organization’s Declaration on Fundamental Principles and Rights at
Work in 1998 and 4) the United Nations Convention Against Corruption in 2003. (Wil-
liams, 2007). The principles are:

Human Rights

e Principle 1: Businesses should support and respect the protection of interna-
tionally proclaimed human rights; and

e Principle 2: make sure that they are not complicit in human rights abuses.

e Principle 3: Businesses should uphold the freedom of association and the ef-
fective recognition of the right to collective bargaining;

e Principle 4: the elimination of all forms of forced and compulsory labor;

e Principle 5: the effective abolition of child labor; and

e Principle 6: the elimination of discrimination in respect of employment and
occupation.

Environment

e Principle 7: Businesses should support a precautionary approach to environ-
mental challenges;

e Principle 8: undertake initiatives to promote greater environmental responsi-
bility; and

e Principle 9: encourage the development and diffusion of environmentally

friendly technologies.
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Anti-Corruption
e Principle 10: Businesses should work against corruption in all its forms, in-
cluding extortion and bribery (UNGC, 2020a).

In 2004, the concept of Communication on Progress (COP) was introduced by the
UNGC. Signatory companies agree to voluntarily abide with the ten principles listed
above and declare explicit compliance with the social and human rights, environmental
protection, and anti-corruption practices. Companies also commit to CSR and must pub-
lish a COP report each year elaborating how they are internalizing the principles in their
operations. The yearly COP provides evidence that the company has internal policies in
place to support the UNGC, that they have measured impacts and outcomes and that pro-
gress was made. The COP can be a part of their annual report or other documents that are
open to the public. In a situation where a company fails to provide a COP, they are la-
belled “non-communicating”. If this happens two years in a row, they will be delisted
from the UNGC or labelled inactive. (Kimbro and Cao, 2011.) Today, UNGC has more
than 12 000 signatories in over 160 countries. Signatories come from both developed and

undeveloped countries and represent almost every sector and size. (UNGC, 2020b.)
2.1.4 UN Guiding Principles on Business and Human Rights

The United Nations Human Rights Council (HRC) is the main intergovernmental body
responsible in promoting and protecting human rights. In June 2011, the HRC endorsed
the Guiding Principles on Business and Human Rights (UNGPs or GPs). The UNGPs
were developed by John Ruggie who was then the Special Representative of the United
Nations Secretary-General on the issue of human rights and transnational corporations
(TCs) and other business enterprises. The aim of the UNGPs is to provide an authoritative
international standard for preventing and addressing the risk of adverse human rights im-
pacts linked to business activity. They apply to all States as well as businesses, whether
they operate transnationally or locally, regardless of their location, sector, size, ownership
and structure. (OHCHR, 2011.)

The UNGPs have been endorsed by numerous companies and business organizations,
civil society organizations, trade unions, regional and national institutions as well as other

stakeholder groups. This support further solidified their position as the key global norma-
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tive framework for human rights in business. (OHCHR, 2011.) Finland published a Na-
tional Action Plan for the implementation of the UN Guiding Principles on Business and
Human Rights in 2014 (See MEAE, 2014; MAEA, 2018).

The UNGPs are a soft-law document which offers guidance to companies on how
they should adopt voluntary corporate social responsibility (CSR) programs and imple-
ment their CSR initiatives to respect human rights. In other words, it is no longer enough
for companies to claim they respect human rights, but they must have policies and pro-
cesses in place that are appropriate to their size and circumstances. This includes 1) a
policy commitment to respect human rights, 2) a human rights due-diligence process to
identify, prevent, mitigate, and account for how they address their impacts on human
rights, and 3) a process to enable the remediation of any adverse human rights impacts
that contribute to or cause themselves. (Felice, 2015b; Ruggie, 2008.)

The “Protect, Respect and Remedy” framework proposed by Ruggie (2008) rests on
three pillars:

1. the state duty to protect against human rights abuses by third parties, (in-
cluding business),
2. the corporate responsibility to respect human rights, and

3. greater access to effective remedy, both judicial and non-judicial (Figure 1).

The State Duty
to Protect
The Corporate
Responsibility to Respect
Access to
Effective Remedy

Figure 1 The "Protect, Respect and Remedy' Framework (Ruggie, 2008)

The United Nations” Guiding Principles on Business and Human Rights consists of
31 principles based on three pillars. The first pillar is the State Duty to Protect. This means
that the States are responsible to protecting individuals against human rights abuse within

their country borders by third parties, such as businesses. They must take appropriate
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measures through policies, regulations, legislation, and adjudication to prevent, investi-
gate, punish and redress such abuse. States must communicate clearly to all businesses
located in their territory or/and jurisdiction that they must respect human rights in all their
operations. There are different approaches that States have adopted concerning this topic.
Some countries require the “parent” company to report on the global operations of the
whole enterprise; multilateral soft-law instruments such as the Guidelines for Multina-
tional Enterprises of the Organization for Economic Co-operation and Development
(OECD). On the other hand, some States require performance standards by institutions
that support overseas investments. Alternative approaches amount to direct extraterrito-
rial legislation and enforcement such as criminal regimes that make possible for prosecu-
tions based on the nationality of the perpetrator no matter where the offence occurs.
(OHCHR, 2011.)

In the “Protect Respect and Remedy” framework there are following requirements
for States to meet their duty to protect individuals from human rights abuse: 1) States
must enforce laws that put pressure on businesses to respect human rights and they must
assess the adequacy of those laws from time to time, 2) States must make sure that exist-
ing laws and policies (e.g. corporate law) that govern the operations of businesses do not
constrain businesses in respecting human rights but on the contrary enable it. 3) States
must provide businesses with effective guidance on how to respect human rights in all
their operations, and lastly 4) States must encourage and /or require businesses to com-
municate on their human rights impacts. (OHCHR, 2011.)

The second pillar in the “Protect, Respect and Remedy” framework is the Corporate
Duty to Respect. This means that businesses have the responsibility to respect human
rights and that they should avoid violating the human rights of others. If a company is
involved in a situation where they caused adverse human rights impacts, they should at
the least address them. The human rights that the businesses are held responsible to re-
spect are understood as those expressed in the International Bill of Human Rights and
concerning worker rights in the International Labor Organization’s Declaration on Fun-
damental Principles and Rights at Work. (OHCHR, 2011.)

The requirement to respect human rights means that businesses must first try and
avoid causing or contributing to adverse human right impacts altogether but if such im-
pacts occur, they must address them. In addition to this, businesses must seek to prevent
or at least mitigate negative human rights impacts that are directly linked to their own

operations, products, or services by their business partners. As mentioned before, for
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companies to meet their responsibilities on human rights, they must have policies and
processes in place. These include a public statement of a policy commitment to respect
human rights. This statement must be approved at the highest level of the business enter-
prise and it should be communicated to all internal and external stakeholders. A due dili-
gence process must be carried out to identify, prevent, mitigate and account for how they
address their impacts on human rights. The process should be ongoing, and it should in-
clude elaboration on how the business assesses actual and potential human rights impacts,
how they integrate and act upon those findings, how they track responses and lastly they
should communicate how they have addressed their human rights impacts. Lastly, busi-
nesses should have a process to remediate of any negative human rights impacts they have
caused or contributed to. (OHCHR, 2011.)

The last pillar is of the framework is Access to Effective Remedy. As it is the States’
duty to protect individuals against business-related human rights abuse, they must take
appropriate steps to ensure that when such abuse happens within their territory and/or
jurisdiction the people affected will have access to remedy. The States” means to do that
can be judicial, administrative, legislative, or other. States should take into consideration
ways to reduce practical, legal, and other relevant barriers to denying of access to remedy.
In addition to judicial grievance mechanisms States should also provide non-judicial
mechanisms that are effective and appropriate for business-related human rights abuse.
Business enterprises need to work alongside the States for it to be possible for grievances
to be addressed and remediated directly. They should either establish their own grievance
mechanisms or take part in effective operational-level grievance mechanisms to remedy
individuals and/or communities who may be adversely impacted by their operations.
Lastly, to ensure the effectiveness of these non-judicial grievance mechanisms, they
should be legitimate, accessible, predictable, equitable, transparent and rights-compati-

ble. (OHCHR, 2011.)
2.2 Human Rights Responsibility Distinctions

Looking at the business and human rights debate there are two distinctions that play a
crucial role: 1) the distinctions between positive vs negative duties and 2) influence as
impact vs influence as leverage. Businesses’ obligations regarding human rights can be
divided into negative duties to respect and positive duties to protect and realize human

rights (Wood 2011, 63; Wettstein 2009, 290; Wettstein and Waddock, 2005, 314; Shue
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1996, 52.) Negative (also called passive) duties are generally phrased in terms of reduc-
ing, avoiding, or preventing. When it comes to human rights this refers to businesses not
doing any harm as well as refraining from violating human rights. The main negative duty
businesses have is the responsibility to respect human rights and to obey the law regarding
human rights in their everyday operations. Still nothing obligates them to actively protect
human rights.

Positive (also called active) duties, on the other hand, have to do with improving,
supporting, contributing, or fulfilling. These duties are based on proactiveness to realize,
promote, and protect human rights and are especially expected from institutions equipped
with superior powers, capabilities or leverage-influences. (Kobrin, 2009; Wettstein 2009;
Wood, 2011.) Institutions can be state as well as non-state actors and specifically trans-
national companies (TNCs) which have incomparable capabilities and opportunities to
realize and protect human rights in their supply chains.

‘Influence as impact’ or ‘influence as leverage’ is another significant distinction in
the business and human rights debate. The former refers to the consequences and out-
comes that are the result of organizations’ direct or indirect decisions and activities. The
latter on the other hand refers to corporations’ abilities to influence its business partners’
activities and decisions through their partnership. (Worsdorfer, 2015.)

Wood (2011) characterizes four varieties of influence-based social responsibility
based on the above-mentioned distinctions: impact vs leverage and positive vs negative
(Figure 2). The horizontal axis represents the type of responsibility a company has: the
negative meaning “do no harm” and positive meaning “do good”. The vertical axis rep-
resents the operative influence a company has, which is defined either “as impact” or “as
leverage”. In the top left cell, the potential scope of social responsibility is the smallest.
When moving to the cells below or on the right the scope expands and in the bottom right

cell the scope of social responsibility is the greatest.
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Figure 2 Four Varieties of Social Responsibility Arising from an Organization's in-
fluence (Wood, 2011.)

Impact-based negative responsibility (upper left) corresponds with the Protect, Re-
spect and Remedy framework since its approach is that an organization has the responsi-
bility to avoid or minimize its activities’ negative social and environmental impacts. In
other words, an organization should not contribute negatively to social or environmental
issues neither directly nor through its relationships with other actors. An example about
impact-based negative responsibility is that an organization has the responsibility to not
do business with a third party that abuses human rights. (Wood, 2011.)

In the leverage-based negative responsibility (bottom left) an organization has the
responsibility to avoid or minimize negative social and environmental impacts of the ac-
tivities and decisions of other actors with whom it has a relationship with by using its
leverage, even though the organization itself does not contribute to such issues. Clearly,
it also has the responsibility not to use its power or leverage over others to force or en-
courage unethical behaviour. An example of this type of responsibility is an organiza-
tion’s responsibility to take action to encourage other parties to avoid corruption or min-
imize pollution even though the organization itself is not making any contributions to

those issues. (Wood, 2011.)
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When it comes to the impact-based positive responsibility (top right), an organization
has the responsibility to contribute to positive social and environmental impacts. It can
do it directly or through its relationships with other actors. In other words, the organiza-
tion is responsible for increasing or maximizing its own actions’ positive impacts for ex-
ample by the fulfilment of human rights. Lastly, leverage-based positive responsibility
(bottom right): an organization has the responsibility to maximize or increase positive
social and environmental impacts of the activities and decisions of other actors with
whom it has a relationship with by using its leverage. In this last variety a good example
is a responsibility to urge the development of public policies to benefit society at large.
The difference between the two positive varieties of responsibility is quite subtle and
challenging to detect because both require the promotion of positive outcomes through
organization’s relationships. Yet, with impact-based positive responsibility the focus is
on the organization’s true contribution to wanted outcomes, and as a distinction with lev-
erage-based positive responsibility the focus is on the effort to achieve those outcomes.

(Wood, 2011.)
2.3 Global Businesses’ Effect on Human Rights

Businesses can impact in significant ways how people live their lives and enjoy their
human rights. The decisions businesses make affects its employees, customers as well as
people who live alongside companies that share their surroundings. (EHRC, 2019.) Dec-
ades ago, businesses” responsibility for human rights was just a minor topic in the discus-
sion of business ethics and some even doubted if businesses could have ethical responsi-
bilities at all. Many people in business believed that human rights were government’s
responsibility, not theirs. This led to attributions of human rights responsibilities to busi-
nesses to face numerous challenges and obstacles. (Brenkert, 2016.)

At the end of the 20" century the situation changed due to globalization of businesses
which raised new questions regarding human rights. Globalization led to business organ-
izations increasing in size and power and the extent of their activities grew rapidly.
(Brenkert, 2016.) Companies going global had to adopt to a situation where they had
multiple operating units spread across and within countries. This organizational form of
networks has required corporations to give up some of their direct control over significant
operations which has made it harder for companies to manage their global supply chains.
This means that the more the number of participating units in the supply chain increases

the more vulnerable the global organization becomes. (Ruggie, 2007.) Global value
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chains have continued to grow and have a great impact in the economies and societies of
both the developed world and the emerging economies. Even though there have been
many efforts at reform there is still a lot of evidence of unresolved dilemmas in the oper-
ations of those value chains. (Clarke and Boersma, 2017.) Violations of human rights and
other social problems a prevalent in companies” business practices even though corporate
social responsibility (CSR) has grown in success in the last 20 years (Arnold, 2010). Ac-
cording to Hofmann et al. (2015) it even seems that human rights abuses and social con-
flicts caused by companies” actions are rather a rule than an exception. Since supply
chains are growingly internationally connected and highly outsourced the risk of compa-
nies benefitting from the use of forced slave labor somewhere in their supply chain is
present in almost every industry from automotive, electronics, steel and high-tech to min-
ing, seafood, agriculture, garment, and textiles (David et al. 2012).

Supply chain management research has grown in the past 20 years. A part of this
growth has been the growing awareness that the research community needs to research
the broader social and ethical implications of business practice. (Gereffi and Lee, 2012.)
Clarke and Boersma (2017) researched the governance of global value chains with the
focus on unresolved human rights, environmental and ethical dilemmas in the Apple sup-
ply chain. Hofmann et al. (2018) focus on the conflict minerals and supply chain due
diligence. Conflict minerals are often connected to human rights violations inside the
country of extraction as well as surrounding areas and their exploratory study of 27 semi-
structured interviews within five European industries, aims to provide insights into pat-
terns of implementation, key motivational factors, barriers and enablers, and impacts of
supply chain due diligence (SCDD) in mineral supply chains. More broadly, Maloni and
Brown (2006) have researched corporate social responsibility in the supply chain from a
food industry focus and develop a comprehensive framework of supply chain CSR in the
industry. According to them, CSR consists of 8 dimensions: environment, community,
fair trade, health and safety, labor and human rights, procurement, biotechnology and
animal welfare. Even though CSR is a broader aspect than what this thesis focuses on,
health and safety of workers and labor and human rights are a critical part of the social
side of CSR.

A specific topic that has gotten attention concerning human rights in supply chains
is modern slavery. Modern slavery refers to situations of exploitation in which a person

cannot refuse or leave a situation, because of threats, coercion, deception, violence, or
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abuse of power. Modern slavery is broader term that consists of human trafficking, slav-
ery, and slavery-like practices, forced labor, debt bondage, forced marriage and worst
form of child labor. (Walk Free Foundation, 2021.) According to The Global Slavery
Index — GSI (2018) there were 40,3 million people living in modern slavery in 2016 and
more than half (24,9 million) were cases of forced labor. Gold et al (2015) define slavery
in supply chains as “the exploitation of a person who is deprived of individual liberty
anywhere along the supply chain, from raw material extraction to the final customer, for
the purpose of service provision or production”. Today, slavery takes mainly form in the
three following ways:

1) Chattel slavery — a person is born, captured, or sold into permanent slavery;

2) Dept bondage slavery — a person pledges themselves against loans for an unde-
fined length of time but unfortunately their labor never diminishes their debt be-
cause of extortionate interest rates or false accounting; and lastly.

3) Contract slavery — where workers are lured into the trafficking and enslavement
process with fake employment contracts. (Bales and Trodd, 2013.)

Out of the three above mentioned forms of slavery, dept bondage slavery and contract
slavery can be hard to spot by supply chain managers even if they are doing audits, since
slaveholders will use commonly occurring business mechanisms, such as loans and con-
tracts, to hide the enslavement (Gold et al. 2015). Forced labor is most common form of
modern slavery which explains why it has been the subject of much recent concern. Ex-
amples include the Malaysian electronics sector (Verité, 2014) and the Thai seafood in-
dustry (Hodal et al. 2014; Sylwester, 2014).

On a positive side, the globalization of production has led to increased employment
and economic growth in many developing countries, especially in Asia and in some cases,
international corporations have supported human rights by providing jobs with fair wages,
safe and healthy work conditions and products and services that are beneficial to human-
ity. Yet companies that operate in a global scale also violate human rights on a great scale
by providing a wage that is not enough for a decent standard of living and unsafe working
conditions, by causing environmental pollution, by engaging in bribery and harming in-
digenous people, and by ignoring host countries’ laws. (Arnold, 2010.)

There are numerous examples of human rights violations in supply chains. We have
witnessed many tragedies due to neglect in health and safety of workers. An example that
many are familiar with is the collapse of the Rana Plaza building in Dhaka in 2013, which

killed at least 1 132 people and left more than 2 500 injured. (ILO.org, 2021.) Textile
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industry is only one of the industries known for human rights and worker rights violations.
Same violations are also seen in other industries such as the mining industry (e.g., conflict
minerals, blood diamonds) and agriculture (e.g., cocoa, coffee, palm oil). According to
International Trade Union Confederation — ITUC (2020) the violations of workers” rights
is at a seven-year high. ITUC Global Rights Index documents violations of internationally
recognized labor rights by employers and government. They even disclose a list of com-
panies that violate workers” rights. Some of the more known companies listed are
Chiquita, Lidl, and Coca Cola. In their latest report there is a trend of worsening workers’
rights:
e 89 countries impeded the registration of unions in 2020 (86 in 2019).
e 123 out of 144 countries (85%) violated the right to strike.
e 115 out of 144 (80%) countries violated the right to collective bargaining.
e 106 out of 144 (74%) countries excluded workers from the right to establish
or join a trade union.
e In 103 out of 144 (72%) countries workers had no or restricted access to
justice.
e Workers were arrested and detained in 61 countries.
e Countries where freedom of speech and assembly was denied or constrained
increased to 56 in 2020 (54 in 2019).
e Workers experienced violence in 51 countries.
e Workers were murdered, including at trade union protests, in nine different
countries: Brazil, Colombia, Bolivia, Chile, Honduras, Ecuador, Iraq, South
Africa and the Philippines.

One of the fundamental controversies in social responsibility (incl. human rights)
discussion is in what should an organization’s responsibility be based on. Should it be
based on its capacity and power to influence other parties in its value chain or only on its
factual contribution to social and environmental issues? There are those who argue that
the stronger the influence that the organization has the bigger is the responsibility to act
(Sphere of Influence: SOI). And on the other side are those who criticize and reject the
SOI approach saying it is ambiguous and misleading and these characteristics makes it
prone to strategic manipulation. (Wood, 2011.) Right now, the state of affairs in the busi-
ness and human rights field is the Protect, Respect and Remedy framework developed by

John Ruggie in 2008. Unfortunately, the issue with Ruggie’s framework and the U.N.
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Guiding Principles on Business and Human Rights is that their logic must be classified

as impact-based negative responsibility. (Wdorsdorfer, 2015.)
2.4 Human Rights Due Diligence

According to Guiding Principles of Business and Human Rights (GP) (2011) companies
should be able to verify that adverse human rights impacts are being addressed. Also,
tracking must be based on correct quantitative and qualitative indicators. What is needed
is a process that helps companies make sure that they comply with national laws and helps
them manage the risk of human rights violations and ideally avoid it: Human rights due
diligence (HRDD). Generally, the point of a HRDD process is to assess the actual and
potential impacts that a company can cause to human rights. The aim is to raise their
awareness, identify, prevent, address, and lastly mitigate adverse human rights impacts
and risks. (Worsdorfer, 2015.) The scope of HRDD varies based on 1) the context in
which the company operates, 2) company’s activities and 3) company’s relationships as-
sociated with its activities. (Ruggie, 2008.)

According to Ruggie (2008), when it come to the content of the HRDD process, busi-
nesses should consider the core conventions of the ILO and the international bill of human
rights. Ruggie introduced the following four points that should be included in the compa-
nies’ HRDD process:

1. Policies

2. Impact Assessments

3. Integration

4. Tracking Performance (Ruggie, 2008.)

And later Worsdorfer (2015) complemented the list with the following two:

5. Periodic Reporting

6. Stakeholder Dialogue and Engagement.

Companies must develop and adopt a human rights policy. Companies must also
publish a public moral commitment to respecting human rights and it must be communi-
cated in dialogue with internal stake holders (employees, suppliers, clients, business part-
ners and investors), and external stakeholders (non-governmental organizations (NGOs),
civil society organizations and project-affected communities. Companies must provide
their employees and other stakeholders with a Code of Conduct (CoC) which provides
personnel with guidance in situation that are ethically complicated. Company’s human

rights policy is what fosters a corporate culture that respects human rights both at home
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and abroad and which sees respecting human rights as a key part of doing business. This
also includes business partners and subsidiaries in their supply chain. (Ruggie, 2008.)

Human rights impact assessment (HRIA) is a critical part in making sure a com-
pany respects human rights. In addition to that a company should conduct human rights
risk mapping and a human rights action plan. A company must regularly assess actual and
potential adverse human rights risks and impacts of its activities as well a its stakeholder
relationships. In human rights risk mapping process, a company identifies significant
risks, their scope and severity, and the degree of leverage and influence. This includes
e.g. the countries where you operate, what types of clients you have, in what industry you
are (products and services), client and governmental characteristics, and the nature of the
business relationships. In addition to those, it involves prioritization of key human rights
risks, mitigation, and action plans, and lastly a mitigation hierarchy that includes the mit-
igation means of compensation, restoration, reduction, avoidance and remediation. (Tor-
rance, 2012.)

Integration stands for integrating the human rights perspective into company’s gov-
ernance structures, their decision-making, and operational processes. A company should
integrate HRDD in their core business activities, general risk management routines and
broader enterprise risk management system. In other words, it would be most ideal if
HRDD would be on an equal footing and interconnected with other due diligence pro-
cesses such as legal or financial. This also includes the need to establish clear accounta-
bilities inside and out, the allocation of responsibilities, and the means to confidentially
report any witnessed non-compliance such as an ethics hotline, ombudspersons and whis-
tle blowing. (Ruggie 2008.)

Tracking performance includes integrating the commitments and assessments
made into internal control and mechanisms to oversee performance, as well as auditing
and monitoring. Companies must use both qualitative and quantitative indicators to track
the effectiveness of responses, such as external standards and already established tools
like the Global Reporting Initiative (GRI) and the Principles for Responsible Investment
(PRI) can possibly assist in benchmarking client performance. Also, expertise and feed-
back gotten from internal and external sources such as human rights specialists, independ-
ent consultants and stakeholders affected by a project will help track effectiveness of
HRDD process. For auditing and monitoring a company must conduct regular reviews,

audits, and consultations with relevant stakeholders like potentially affected groups. They
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must also review existing policies and procedures, identify potential gaps in addressing
human rights risks and define the right measures to close those gaps. (Wdorsdorfer, 2015.)

Periodic reporting on company’s human rights performance is fundamental when it
comes to public disclosure and transparency requirements. Thus, they should be available
to the public. A company should for example publish a human rights performance report
together with their sustainability report. With a human rights performance report a com-
pany should aim to communicate to external stakeholders and the public on how they
have addressed and mitigated human rights risks and impacts. This naturally also includes
information on the conducted risk assessment and risk mitigation. (Worsdorfer, 2015.)

According to Worsdorfer (2015) stakeholder dialogue and engagement is not often
included in the main elements of HRDD, yet it is crucial from a business and human rights
perspective. Multinational companies should follow the principles laid down in various
international standards that ask for inclusive and regular stakeholder dialogue process.
This process can be either in the form of informed consultation and participation or in
the form of Free, Prior and Informed Consent (FPIC) — in a situation where indigenous
communities are involved.

FPIC allows indigenous people to either give or withhold consent to a project that
potentially affects them and their territories. Given consent is not final and they still have
the possibility to withdraw their consent at any stage of the project. Naturally, FPIC also
enables indigenous people to negotiate the conditions of the project concerning the de-
sign, implementation, monitoring, and evaluation. (FAO, 2016.) The elements of FPIC
(free, prior, and informed) set the conditions of consent as a decision-making process.
Free stands for a consent that is given voluntarily, free of coercion, intimidation, or ma-
nipulation. In addition to that, for a process to be considered free, it must be self-directed
by the affected community from whom consent is being asked, without any coercion,
expectations, or timelines from external actors. Prior requires that consent be sought early
in advance before any authorization or commencement of activities by a company affect-
ing communities” lands, territories, or resources. This means that consent should be asked
in the stages of development or investment planning, not only when there comes a need
to ask for approval from the community. Lastly, consent must be informed. Affected com-
munities must be provided with a full public disclosure of all relevant information con-
cerning the potential project by actors involved in the project like the company, financer

and the authority that gives permits for projects. Local communities must also have access
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to independent information, not just from the government, financers, or project develop-
ers. The information has to be in local language, and it should be delivered in a culturally
appropriate way. To be considered informed the information must be objective and both
positive and negative potential of the project must be covered. Most importantly, the com-
munities must be a key participant in the discussions of the project and must be consulted
on an ongoing manner. Consent itself means that a collective decision has been made by
the rights-holders such as indigenous people or local community members and that they
have reached that decision with a customary decision-making process. Affected commu-
nities have the right to seek professional and independent legal and technical advice to
get the best information. They have the right to say “Yes” or “No” or even “Yes with
conditions” to any project as a whole and at any given stage of the project. The process
of getting consent cannot be rushed and affected communities must have enough time to
consider all relevant information before making a decision. Indigenous peoples and local
communities must have the opportunity to choose freely their own representatives and
the participation of most vulnerable groups such as the youth, women, elderly, and indi-
viduals with disabilities must be ensured. Lastly, we must point out that FPIC in a con-
tinuous and repetitive process that seeks ongoing approval, not just a one-time agreement.
(FOA, 2016; Worsdorfer, 2015; Rumler, 2011.)

Risks and threats to human rights change over time as activities and contexts evolve
which is why HRDD is a process that should be carried out on an ongoing basis. Local
legislation and human rights environments differ depending on the region and sector so
there is no one-size-fits-all approach to HRDD, but it should be adapted specific risks of
a country or a sector. Especially in conflict zones, sectors with strong human rights sen-
sitivities and situations where vulnerable or marginalized groups, such as indigenous peo-
ple that were mentioned before, are affected, HRDD is very important. (Thun Group of
Banks, 2013.)

2.5 Drivers and Barriers to Respect Human Rights

Human and labor rights play a fundamental role in social sustainability and social respon-
sibility discussions (Govindan et al, 2021; Maloni and Brown, 2006). Several social is-
sues are reported in the literature of supply chain management. The most common topics
are on violations of human and labor rights, these include child labor, forced labor, dis-
crimination, low wages, forced overtime, health and safety concerns, sexual harassment,

and the safety of female workers. (Govindan et al. 2021.) In this chapter we will discuss
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the drivers and barriers for companies to respect human rights in their supply chains

through sustainable supply chain management (SSCM).
2.5.1 Drivers to Respect Human Rights

Drivers are specific factors that assist an organization to achieve their goals on sustaina-
bility (Panigrahi et al. 2019). The most important drivers that pushes a company to adopt
socially sustainable policies are:

e stakeholder pressure,

e government pressure,

e top management commitment of focal firm,

e pressure from middle management,

e supplier collaboration,

e manager’s or owner’'s own values, and lastly

e the potential competitive advantage of being socially sustainable. (Meixell and

Luoma, 2015; Walker and Jones, 2012; Ehrgott et al. 2011; Goworek, 2011.)

Kumar and Rahman (2017) researched business relationships as one of the factors
that enables SSCM. Many other researchers have also pointed out the role of stakeholders
on adoption of social sustainability (Govindan et al, 2021). According to Meixell and
Luoma (2015) stakeholder pressure is a strong driver since it makes businesses more
aware on concepts of sustainability which potentially leads to the adoption of better prac-
tices. Pressure from stakeholders like workers” unions, competitors, and customers are
powerful drivers as well (Mani et al. 2015). Later, Mani and Gunasekaran (2018) sug-
gested four forces for adoption of social sustainability: customers, compliance with reg-
ulations, culture of sustainability, and external stakeholders.

Government pressure is another critical driver for social sustainability. Yet, there is
some researchers who believe that governments cannot pressure companies to signifi-
cantly adopt social sustainability (Ehrgott et al. 2011) and Huq and Stevenson (2018)
revealed that pressure from institutions do not always lead to truthful implementation of
social sustainability. On the other hands there are others who opine that growing govern-
ment pressure with consistent pressure from local community and consumers indeed drive
adaptation of social sustainability (Golicic et al. 2019).

Commitment and trust between business partners, sharing resources and information,

monitoring, and auditing suppliers as well as joint efforts and planning are contributing
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factors to social sustainability (Kumar and Rahman, 2017; Panigrahi and Nune, 2018;
Govindan et al. 2020a). According to Hou et al. (2019) incentives and sharing profit have
a great impact in the diffusion social (as well as environmental) sustainability within the
supply chain. Those incentives can be tax refunds from the government, assistance from
the company’s brand, financial assistance from the stakeholders, motivational programs
from governmental or other agencies, and long-term partnerships (Govindan et al, 2021).
Companies who commit to sustainability culture to gain competitive advantage in their
strategies drive adoption of social sustainability (Marshall et al. 2015). In addition to or-
ganization’s ethical culture, managers” moral values and ethics help to implement social
sustainability practices (Zorzini et al. 2015.)

Hug et al. (2014) found various new drivers for social sustainability: a uniform single
code of conduct (CoC), lack of skilled labor, understanding of socio-economic context
while implementing sustainability CoC. A single CoC will bring uniform understanding
of how suppliers are expected to conduct their activities and so companies will not have
to conduct multiple inspections and will avoid audit costs. To hold onto existing skilled
labor (especially in situations where its scarce and losing them costs a company a lot of
money), the suppliers must provide them with proper salaries and other benefits as well.

Reward, penalty, sharing costs, and committing to long-term partnerships by the fo-
cal company drives social sustainability practices. In some situations, procurement should
penalize supplier who do not comply with sustainable practices and reward those who do
by increasing their order amount or frequency. Yet, we must understand that the adapta-
tion of social sustainability practices cost suppliers a lot of money and it is not certain to
them that they will gain any financial benefits from their investment so the focal firm
offering to share costs would make supplier more confident and motivated to adopt those

practices. (Huq and Stevenson, 2018.)
2.5.2 Barriers to Respect Human Rights

Barriers, be it internal or external, are factors that prevent the implementation and success
of sustainability practices (Koksal et al. 2017). These salient factors can be financial such
as:

e Dbuyers pressuring to reduce costs (Shen et al. 2015),

e absence of financial support from the government or industrial associations (Chi,

2011) and
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e lack of available bank loans for activities related to sustainability (Panigrahi and
Nune, 2018)
In addition to above mentioned, barriers to adopting social sustainability practices, in this
case respecting human rights, can also be organizational, such as:
e lack of stakeholder pressure (Mani et al. 2016) and
e Jlack of commitment by top management (Shen et al. 2015; Akbar and Ahsan,
2019; Walker and Jones, 2012).

Absence of strong government structure, lack of strict government laws and their
negligent enforcement makes it possible for supplier to escape their responsibility social
sustainability practices (Panigrahi et al. 2019; Mani et al. 2016; Majumdar and Sinha,
2019). From a more specific perspective, when it comes to human rights, states have the
duty to establish a regulatory framework that protects the human rights of its people and
naturally TNCs have the responsibility to respect such frameworks and must comply with
the laws and regulations set by the government they have business in. In situations where
TNCs or other businesses fail to comply with set regulations, the victims of their illegal
business practices must be remediated. Unfortunately, many of the states where TNCs
operate are missing strong democratic legislative entities, regulatory protection of human
rights or a sufficient enforcement regime and judicial system. (Arnold, 2010.) To this
date, legal government regimes that target human rights violations across global supply
chains have been rather limited and relatively inefficient at providing proper remedies or
even providing proper incentives to proactively mitigate human rights impacts (Kinley
and Navidi, 2013). Businesses only have the responsibility to “respect” human rights,
which in other words means “to do no harm” and still there is no reference in international
law about direct international human rights obligations. At the international level, soft
law instruments like UNGPs have still not evolved to legal requirements for businesses,
despite the recent work in the UN Human Rights Council on the Draft Convention on
Business and Human Rights. (Jakulevi¢iené and Gailitité-Janusoné, 2020.) In addition to
that, TNCs often seem to operate in countries with corrupt, weak, and autocratic govern-
ment where there are no more than few national laws that regulate labor or environmental
practices, bribery, or the ownership and use of natural resources in indigenous territories.
Another reason is that many countries simply to do not have the economic resources re-
quired to implement human rights protections and enforce them. In many instances a TNC
will be more able to deploy the needed economic resources to avoid human rights viola-

tions of workers and local communities. (Arnold, 2010.)
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A study done by Koster et al. (2019) revealed that there is an inherent drive to observe
the condition of the workers. Suppliers in multi-tier supply chains are often small or me-
dium size enterprises (SMEs) and they often lack in terms of resources. Due to resource
constraints or insufficient competencies, it makes it extremely difficult to implement sus-
tainable practices even in situations where top management is interested to do so (Lion et
al. 2016). Other relevant barriers to social sustainability are lack of values and moral
(Movahedipour et al. 2017); lack of awareness (Mani et al. 2016; Koksal et al. 2017);
cultural mismatch (Hugq et al. 2014); lack of training and education (Zorzini et al. 2015;
Ali et al. 2018); a lack of competitive pressure (Mani et al. 2016). lack of willingness and
initiatives of political parties (Carlson and Bitsch, 2018); and bribery and corruption
(Carlson and Bitsch, 2018; Huq et al. 2014). According to Barkhouse et al. (2018) cor-
ruption has major negative impacts on how people enjoy human rights. Vice versa the
most effective way to fight against corruption is to strengthen protection, respect, and
promotion of human rights. Corruption as well as the worst instances of human rights
violations like the killing of environmental human rights defenders (EHRDs) seem to
always happen at the crossroads of government and businesses or commercial interests.
Even though the country has the responsibility to protect and promote human rights within
its jurisdiction, when corruption prevails, people in public position are tempted not to
make decisions with the interest of their citizens and society in mind. This causes the state
to violate its obligations under the core United Nations human rights treaties. At the least,
corruption threatens a country’s ability to provide public services such as health, educa-
tion, and welfare, which are all crucial for the realisation of social, cultural, and economic
rights. At worst, corruption risks people’s rights to dignity, security and even the most

important, the right to life. (Barkhouse et al, 2018.)
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3 HUMAN RIGHTS REPORTING

In this chapter the focus is shift to human rights reporting. First, the development of non-
financial reporting and what is the role of human rights in these non-financial or sustain-
ability reports will be discussed. Then we will go more specifically to human rights re-
porting and how has the legislation affected its development. Then different motives for
companies to reporting on human rights as well the challenges they face and the external
critique on the reporting itself will be disclosed. Lastly, we will introduce different human
rights reporting frameworks, including the one used to assess the companies in this thesis,

the Corporate Human Rights Benchmark.
3.1 Human Rights Reporting within CSR Reports

Today’s trend of sustainability reporting developed in the 1990s due to civil-society
groups, governments and other stakeholders calling on businesses to take accountability
for their impact on the environment and communities they operated in. In 2000, the
Global Reporting Initiative (GRI) published its first guidelines for sustainability-report-
ing. The year after that, the World Resources Institute and the World Business Council
for Sustainable Development released the Greenhouse Gas Protocol. During that same
time, voluntary initiative like the UN Global Compact (UNGC) and Carbon Disclosure
Project (CDP) were created to encourage corporations to report on their sustainability
issues. After the financial crisis, complementary frameworks and standards have emerged
to assist companies and investors to develop better understanding of the benefits and the
risks of Environmental, Social and Governance (ESG) and non-financial factors. To give
few examples, the International Integrated Reporting Council (IIRC) advocates integrat-
ing companies” financial and nonfinancial reports. On the other hand, the Sustainability
Accounting Standards Board (SASB) works to identify material sustainability factors
across all industries. And lastly, the Embankment Project for Inclusive Capitalism brings
together companies and investors to define a pragmatic set of metrics to measure and
demonstrate long-term value to financial markets. (McKinsey, 2019.)

With increasing stakeholder expectations and pressure for companies to be more
transparent and accountable, measuring and disclosing the social and environmental im-
pact of business decisions is becoming more common (Amran et al. 2014). Especially
among large companies, the policy of publicly reporting CSR information is becoming

more and more popular (Habek, 2014; GRI, 2012). In the last three decades, the number
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of companies publishing reports has increased substantially. At the global level this num-
ber has increased from almost zero in 1992 to almost 140 000 in 2021. (Corporate Regis-
ter, 2021.)

The terminology used for non-financial reports varies in literature and business prac-
tice. A study conducted by KPMG (2013) found that the most commonly used terms by
companies were “Sustainability Report” (43%), “Corporate Social Responsibility (CSR)
Report” (25%) and “Corporate Responsibility Report” (14%). In this thesis we chose to
use CSR report. CSR reporting refers to the disclosing of information concerning com-
pany’s economic, environmental, and social impacts to their external and internal stake-
holders. Usually, the reported information is provided in a form of a CSR report, which
is a document that gives information on company s current and planned responsible busi-
ness activities, all while taking into account stakeholder expectations. (Borga et al. 2009;
Dagiliene et al. 2014). Many companies just include CSR related information in their
annual reports, but some companies publish standalone CSR reports or announce CSR
information through a sustainability website (Habek and Wolniak, 2015). Current initia-
tives for CSR reporting disclose information on environmental performance, labor rights,
human rights, health and safety practices, stakeholder engagement, community economic
development and social impacts, corporate governance, corporate payments to govern-
ments, supply chain management, and corporate planning and policies (O Rourke, 2004).
Also, according to a study by KPMG (2016) most companies report on human rights
activity in their CSR reports and only a small number publishes also independent human
rights reports. Based on these we will discuss human right reporting with the help of CSR
reporting literature.

Currently, companies publish mostly qualitative reporting with a focus on describing
the process they use to identify human rights issues and actions taken to manage them. In
their reports, they elaborate how they comply with relevant legislation and explain how
their human rights approaches align with international standards and frameworks like the
UNGPs. Many companies also include case studies of human-rights related project they
conducted or took part in to support their reports. Since most human rights commitments
and objectives are qualitative, the reporting is largely qualitative. Common objectives
reported in companies’ CSR reports are continuing to advance respect for human rights
in their operations, ensuring that human rights issues are well understood and managed
along their supply chain, implementing of the UNGPs, and doing no harm to their work-
ers. (KMPG, 2016.)
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3.2 Human Rights Reporting and Legislation

Reporting on human rights is a critical part of the human rights monitoring cycle which
is a strategic tool to help record and analyse information, present what was found in the
monitoring activities, speak out about concerns regarding human rights, engage in dia-
logue with stakeholders, promote positive change and recommend ways for corrective
action. (OHCHR, 2011.) Human rights reporting is growing and evolving continually
with more and more companies making public commitments to respect human rights,
undertaking due diligence processes, and implementing needed management tools and
monitoring systems to assure improvement. (GRI — Human Rights Analysis Trends,
2021.) The companies assessed in this thesis are all under the EU jurisdiction and more
specifically under Finland’s jurisdiction so in the following section we will discuss the
development of legal requirements concerning companies and human rights within the

EU and Finland.
3.2.1 Legal requirements in the EU level

There has been development on the legal requirements concerning businesses and human
rights in the recent years. Looking at the European Union (EU) level, these requirements
are due diligence, investments, and non-financial reporting. When it comes to non-finan-
cial reporting, mandatory requirements were released in 2014 and they continue to de-
velop further. The adoption of EU Directive 2014/95/EU of the European Parliament
and of the Council of 22 October 2014 — amending Directive 2013/34/EU as regards
the disclosure of non-financial and diversity information by certain large undertakings
and groups — (also referred the EU "Non-Financial Reporting Directive’, NFRD) set a
clearer course for transparency and accountability regarding businesses and their human
rights impact. (Jakulevic¢iené and Gailiuté-JanuSone, 2020; EPRS, 2021.)

The NFRD applies to large public-interest companies with over 500 employees. With
this criterion it still covers about 11 700 large companies and groups in the EU including
listed companies, insurance companies, banks and other companies designated by na-
tional authorities as public-interest entities. Under the directive companies must publish
information regarding social matters and treatment of employees, environmental matters,
respect for human rights, anti-corruption and bribery and diversity on company boards.
The first CSR reports executed according to the NFRD terms were published in 2018 and

they covered the financial year 2017. (European Commission, 2021a.) When it comes to
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the reporting on human rights, they must include the risk of negative impact related to
their products, services, activities, and business relations (Jakuleviciené and Gailiiite-
JanuSoné, 2020).

Unfortunately, currently the information that companies report under the NFRD does
not meet the need of affected stakeholders like investors, civil society, and others. There
are also many companies that stakeholders would want information from, but they are not
required to report according to the NFRD. When it comes to those companies that report,
the information is often not relevant, comparable, or reliable enough nor is it easy to ac-
cess and utilize. With stakeholder demand for non-financial information expected to in-
crease these issues will only get bigger. The lack of proper non-financial information
creates investment risks, limits financial flows to activities addressing the sustainability
crisis and causes an accountability gap between businesses and society. On the other side,
companies seem to be uncertain about what they should report on and stakeholders keep
demanding that they disclose more information than what companies publicly report,
which causes them to suffer unnecessary costs. Since there are many overlapping report-
ing standards and frameworks that has led to no consensus on what companies should
report. (European Commission, 2021b.)

Due to the flexibility and lack of specification in the NFRD, on the 21% of April 2021,
the European Commission approved a proposal for a Corporate Sustainability Report-
ing Directive (CSRD) which would enhance the already existing reporting requirements
of the NFRD:

e The CSRD would extend the scope to every large company and every company
listed on regulated markets, excluding micro-enterprises.

e It would require that the reported information would be audited.

e [t would introduce more specific requirements on reporting, and it would be man-
datory to report according to EU sustainability reporting standards.

e [t would require companies to "tag” the reported information digitally, so it can be
read by a machine and so feed into the European single access point envisaged in
the capital markets union action plan.

The Commission’s proposal for CSRD envisions adopting EU sustainability report-

ing standards. The European Financial Reporting Advisory Group (EFRAG) would be
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crafting draft standards which will be tailored to EU policies while simultaneously con-
tributing and building on international standardization initiatives. By October 2022, the

first set of standards should be adopted. (European Commission, 2021a.)
3.2.2 Legal Requirements for Human Rights Reporting in Finland

Since Finland is an EU member, the legislation related to CSR, and more specifically
human rights reporting, is based on the EU directive and it obligates companies in Finland
to report on their policies and actions regarding the environment, social issues, employ-
ees, human rights and their fight against corruption and bribery. Additionally, the reported
information should include a short description of the company’s business model and dis-
close the risks relate to their policies and how they are managing those risks. (MEE 2021.)

On the 29™ of December 2016, an Accounting Act amendment was approved which
requires certain types of companies to report on their CSR. The obligation to report ap-
plies to large companies which are entities of public interest. This includes listed compa-
nies, credit institutions and insurance companies with:

e an average of more than 500 employees,
e aturnover bigger than 40 million euros, or
e abalance sheet total more than 20 million euros. (MEE 2021.)

Yet, the legislation is rather flexible. Even though it requires that certain information
must be presented, companies can still decide the form in which it is presented. Due to
the aim that the legislation should work well in different sectors with different CSR chal-
lenges, the legislation does not specify the information or figures that companies should
disclose on different subjects, nor does it specify a particular reporting format to be fol-
lowed. Companies can either publish a statement on human rights as a part of their report
on operations, or they can report on their CSR on an independent statement. They can
also provide a separate report that follows guidelines of an international reporting frame-
work, but it should meet the legal requirements of what must be disclosed. The first CSR
reports are to be published in 2018 for the 2017 financial year. Since the Accounting Act
amendment, companies have had an obligation to report on their CSR, but they still have

quite free hands in how they meet that obligation.



45

3.3 Motives for Human Rights Reporting

Human and labor rights are a critical part of CSR which means that they have a crucial
part in the CSR reports companies publish as well. Therefore, looking at motives and
incentives to report we look at wider literature regarding CSR reporting. Today, reporting
on CSR is an important and fast-growing trend in the world. There are various reasons
why CSR reporting among companies is growing, including:

e stakeholder pressure,

e financial performance,

e economic Crisis,

e growing awareness of sustainability issues,

e reputational risks,

e organizational legitimacy and

e the growing number of new regulation and requirements in reporting, initiated

either by the government or stock exchanges. (Unerman, 2008; Hossain et al,
2012; Gallear et al, 2012; Bonson and Bednarova, 2015, Chen et al, 2015; Habek
and Wolniak, 2015; Kuo et al, 2016; Marano et al. 2017.)

When it comes to stakeholder pressure, consumers and investors are increasingly
demanding that companies report on their CSR activities to be able to make informed
consumer choices and rational investment decisions (Berglof & Pajuste, 2005). The pres-
sure for increased transparency and accountability of company actions from various
stakeholders has forced large, listed companies to report beyond the mandatory income
statement and publicly disclose information on their social and environmental impacts on
society (Amran et al. 2014; Bonson and Bednarova, 2015). According to Kolk (2008),
the increased call for transparency comes from two different, yet overlapping angles. In
the corporate governance context, accountability requirements have expanded and are
starting to cover staff-related, ethical aspects (like codes) as well. On a different angle,
sustainability reporting has emerged. In the beginning sustainability reporting was more
focused on environmental issues, but today the scope has broadened to usually also in-
clude social and ethical matters that are related to employees and communities.

In a different point of view, Amran and Keat Ooi (2014) state that the most essential
reason for businesses to disclose non-financial information is to protect their brand and
reputation. Since the development of information technology everything has become

public. Businesses are driven to appropriate and responsible responses by stakeholders
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that are better-informed than they used to be. Today’s mass media platforms are more
advanced, and they have raised people’s awareness by exposing businesses on their mis-
conduct. One of the most known examples is the Nike Sweatshops case. The problems
for Nike started in 1991 when it was reported that employees manufacturing Nike prod-
ucts were suffering from poor working conditions and low wages. In the following years,
more misconduct, like paying below minimum wages, using child labor and not providing
workers with proper working equipment. In 1997 college students begin to protest Nike
which has a negative impact on Nike's bottom line, due to Nike facing weak demand and
unrelenting criticism that forces them to even lay off workers. Nike starts to make changes
and in 2005 they become the first company in its industry to publish a complete list of all
its contractors and they also publish a report where they reveal conditions and pay in their
factories and acknowledge widespread issues, especially in their factories in south Asia.
(Business Insider, 2013.)

In most countries companies are legally required to report non-financial information
like social and environmental impacts of their actions. According to Pedersen et al. (2013)
government regulation has a clear impact on companies” CSR reporting practices. In ad-
dition to firm specific factors, CSR reporting is also influenced by pressures from the
regulatory environment they operate in. According to the KPMG Survey of Corporate
Responsibility Reporting (2017) governments, regulators and stock exchanges continue
have a crucial impact in the increase of non-financial reporting rates around the world. In
2017 nine countries with a CSR reporting rate of over 90 percent or above have mandatory
reporting requirements. This list includes the UK, Japan, India, Malaysia, France, Den-
mark, South Africa, The US and Mexico. In all the countries reporting legislation has
been introduced by governments, and in Malaysia, Denmark, South Africa and the US,
the mandatory requirements came also from stock exchanges. (KPMG, 2017.) Mexico
(+32%), New Zealand (+17%) and Taiwan (+11%) experienced the greatest increase in
reporting compared to 2015. Their growth was influenced with new regulation, require-
ments from the stock exchange and investor pressure. CSR reporting has also grown
strongly in many EU countries with Finland, Greece, Ireland and the Check Republic
recording an 8 percent increase since 2015.

Discussing organizational legitimacy, Morhardt (2010) found that the institutional
perspective of organizational legitimacy is one of the main reasons for CSR disclosure.
Institutional theory highlights that systems have a great influence in shaping social and

organizational behaviour (Scott, 1995). Organizational legitimacy can be defined as a
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common understanding that the actions of an entity are proper, desirable, or appropriate
inside a wider socially constructed system of norms, values, beliefs and definitions of
which the entity is a part of (Suchman, 1995). Mitigating corporate risk is a main focus
and companies” CSR disclosures play a significant role to mitigate legitimacy threats or
reduce the legitimacy gap (Deegan, 2002; Nikolaeva and Bicho, 2011). According to
Marano et al. (2017) there is a positive relationship between institutional voids and CSR
reporting. Home-country institutional voids push companies from developed countries to
globalize so that they can escape the institutional inefficiencies and constraints in their
markets but simultaneously they create legitimacy challenge for companies in the emerg-
ing markets. Particularly companies from emerging markets that are less institutionally
developed are likely to face liabilities of origin which means that in the host country,
people have a negative perception about these firms” ability and willingness to conduct
legitimate business. Globalization, being listed on developed country’s stock exchange
and time further amplifies the legitimacy challenges so for these companies, CSR report-
ing is a way to overcome those liabilities and barriers to legitimation.

All the above-mentioned motives to report on CSR are either directly or indirectly
linked to company s financial performance. Several studies claim that reporting on CSR
can help companies to evaluate their weaknesses and continue to improve their CSR prac-
tices which consequentially will have positive impact on financial performance ((Gond
and Herrbach, 2006; Swarnapali and Le, 2018). According to Tang et al. (2012) When a
company reports and improves its CSR work, they are seen as good company citizens and
that good reputation will then attract investors and other stakeholders. In other words,
good CSR performance helps companies to achieve good financial performance. Accord-
ing to Chen et al. (2015) the profitable companies have additional resources to report and
improve CSR performance, yet in the meantime publicly reporting and improving CSR
has the potential to bring significant competitive advantage for a company and therefore

complement its the economic objectives in a short-term perspective.
3.4 Challenges and Critique on Human Rights Reporting

Many researchers have emphasized barriers to reporting information related to CSR.
There are numerous challenges when a company tries to determine what to report, the
form of the report, the level of detail, to what audience and for what uses. (O'Rourke,
2004). A critical issue of reporting CSR progress is designing information systems that

are accessible, understandable, and rigorous. This is something that many companies have
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difficulty doing. Another issue companies have difficulties with, is defining and forecast-
ing how much information they should disclose. The information published should be
detailed enough that the stakeholders will be satisfied but on the other hand if they would
be wasting their employees” efforts by preparing information that is not necessary. Hoss-
ain et al. (2010) studied barriers for CSR reporting in Bangladesh which is an emerging
market. They found out that the barriers for CSR disclosure were a lack government ini-
tiatives and regulatory framework, non-compliance with laws, socioeconomic issues and
a lack education and awareness in sustainable development.

Kolk (2004) also suggested various reasons that discourage companies from disclos-
ing CSR information. These included: doubts on the potential advantage of the CSR re-
port, competitors not reporting on their CSR, no interest or attention on CSR from their
customers, lack of CSR disclosure not affecting customer buying behavior, already good
company reputation due to solely good environmental performance, communicating en-
vironmental and social issues in a different way, making a CSR report being too costly,
having difficulties to collect the needed information and select the right indicators, and
potential to in fact damage company’s current reputation or attract attention to issues that
need improvement that might cause financial and legal implications. On the table below
we have concluded the barriers for CSR reporting (Table 2).

Table 2 Barriers for CSR Reporting (Hossain et al. 2010; Kolk, 2004; O Rourke,
2004).

Information related issues | Defining the scope of the report

Data measurement and selection

Dealing with sensitive or adverse information

Collecting credible information

Strategic and financial is- | Lack of CSR strategy

sues Need for a budget

Analysis on costs and benefits

Justifying the value of the CSR report

Confirming the plan to publish the report

Resource issues Ability to hire CSR experts

Communication with related departments

Time consuming

Fulfillment of resource
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In addition to existing barriers to report, there is also critique concerning the truth-
fulness of these reports. According to Habek (2014) reporting on CSR is especially pop-
ular among larger companies. Concerning the firm size and CSR, Baumann-Pauly et al.
(2013) and Wickert et al. (2016) claim that size usually matter for the true implementation
status of CSR. For bigger firms, embedding CSR practices within all its operations is a
very costly task, while the costs of preparing a CSR report can be rather low. On the
contrary, for smaller companies with less employees and bureaucracy, integrating CSR
practices does not cost much. Yet, reporting on those CSR practices publicly can be rather
costly since they probably use informal communication channels for dialogue with their
stakeholders. This suggests that larger firms seem to have a “CSR implementation gap”
and smaller firms have a “communication gap”. Ting (2020) supports this conclusion with
his more recent study where he also found that larger companies invest in “CSR talk” by
communicating their commitments to CSR by reporting their activities but do less to im-
plement them in practice.

There are also major problems concerning the content of sustainability reports. There
is evidence in literature of partial reporting, where companies only include positive or
minor topics in their reports, greenwashing, where companies promise more than they
can keep or give a “greener” picture of themselves, weak corporate sustainability data
and lastly the lack of comparability of sustainability performance between companies.
(Eccles et al, 2012; Boiral and Henri, 2017.)

Focusing more on human rights reporting, Alliance for Corporate Transparency
(2020, 4) assessed sustainability reports of 1000 companies in 2019. Even though the
number of companies reporting non-financial information, the most significant critique
pointed out was that majority of the companies are only reporting on their policies, fewer
on their targets and very few on actual outcomes. According to their study, almost 57 %
of assessed companies report on human rights risks related to their operations, but only
as little as 3,6% disclose examples or indicators that illustrate management of their human
rights issues. This great gap implies that general requirements concerning human right
reporting are currently not an effective tool to evaluate if the company is properly man-
aging risks of human rights impacts nor does it help to ensure whether a company s busi-
ness conduct is responsible. To achieve actual corporate accountability, we need to take
a different approach. An approach that would specify companies’ legal responsibilities

based on human rights due diligence. This way reporting can only have a supportive role,
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where it would ensure disclosure of useful information. (Alliance for Corporate Trans-

parency, 2020, 70.)
3.5 Different Human Rights Reporting Frameworks

Reporting on social sustainability practises tends to support social measurement efforts
but there are only few regulatory requirements that mandate consistency in what compa-
nies disclose. Due to this, company reporting is very individualized and the content of
what is reported varies between companies and even within a company from year to year.
In addition to that, companies have the freedom to choose what and how to report. They
determine themselves what they deem “material” and therefore should be reported. This
often happens without validation of the accuracy or completeness of their disclosures
from an external party. Company reporting frameworks were developed to provide stand-
ards that guide company disclosures. The two dominating frameworks are GRI with the
generalist standards and SASB with the industry-specific standards. The UNGPRF has a
specific focus on human rights, but it has not yet reached the same numbers of adaptors.
(O’"Connor and Labowitz, 2017.) The reason behind choosing the following three frame-
works is that the UNGPs are one of the key standards in the CHRB methodology and that
it specifically mentions the following frameworks (GRI, SASB and UNGPRF) in the
transparency section and companies will get points in transparency if they report against

one of those frameworks.
3.5.1 Global Reporting Initiative — GRI Standards

Global Reporting Initiative (GRI) was founded in 1997 and today it is the leading organ-
ization in promoting sustainability and responsibility reporting. It is an independent, in-
ternational organization with a mission to standardize non-financial reporting in compa-
nies and organizations around the world, regardless of their industry, size, or location.
GRI wants to help businesses and other organizations take responsibility for their impacts
by providing a common global language to communicate those impacts. GRI standards
provide a way for all companies and organizations to publicly report on their economic,
environmental, and social impacts, and also show how they contribute to sustainable de-

velopment in practise. (GRI, 2020.)
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GRI works together with thousands of organizations and experts from business field
and society. They cooperate with the United Nations Global Compact (UNGC), the Or-
ganization for Economic Co-Operation and Development (OECD) and International Or-
ganization for Standardization (IOS), to name a few. The GRI framework consists of the
Reporting Guidelines and Sector Guidance, and it also includes other resources to support
CSR reporting. The Guidelines, which are the core element of GRI framework, were first
published in 2000. Over the years, they have been revised a couple of times and in 2013
the latest edition of the guidelines (G4) was launched. The most recent development for
GRI happened in 2016, when they set the first global reporting standards for sustainability
reporting — the GRI Standards (Figure 3). (GRI, 2020.)

iGlI G2 | G3 | 1G3.1 G4 Standards |

0 | 1 1.

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Figure 3 Timeline of the GRI Guidance (GRI, 2020.)

GRI guidelines have been the most widely used reporting framework for many years
now (Ballou et al. 2006; Roca & Searcy, 2012; KPMG, 2017). In fact, 75% of the world’s
largest 250 corporations (G250) and 63% companies from a sample of the top 100 com-
panies by revenue in 49 countries (N100) report on their sustainability performance with
GRI. Out of these companies who report using GRI, two thirds are using G4 guidelines.
When it comes to solely on the N100 sample, the number is even higher (88%). Concern-
ing the new GRI standards, just after a year they were published, already 10% of N100
companies were using them. (KPMG, 2017).

The GRI standards released in 2016, are the actual latest guidance available, yet they
do not differ from G4 guidelines content wise, only changes were made to the structure.
The GRI standards include three universal standards that are applicable to every type of
organization. These are GRI 101, 102 and 103. Then there are 33 topic-specific standards
that are divided into three sections: economic (GRI 200), environmental (GRI 300), and
social (GRI400). There are 19 standards in the GRI 400, from GRI1401 to GRI 419 (Table
3). (GRI Standards, 2020.)
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Table 3 GRI Social Standards (GRI Standards, 2020.)

GRI social standard | What it concerns

GRI 401 Employment 2016

GRI 402 Labor/ Management Relations 2016
GRI 403 Occupational Health and Safety 2018
GRI 404 Training and Education 2016

GRI 405 Diversity and Equal Opportunity 2016
GRI 406 Non-discrimination 2016

GRI 407 Freedom of Association and Collective Bargaining 2016
GRI 408 Child labor 2016

GRI 409 Forced or Compulsory labor 2016
GRI 410 Security Practices 2016

GRI 411 Rights of Indigenous Peoples 2016
GRI 412 Human Rights Assessment 2016

GRI 413 Local Communities 2016

GRI 414 Supplier Social Assessment 2016
GRI 415 Public Policy 2016

GRI 416 Customer Health and Safety 2016
GRI 417 Marketing and Labeling 2016

GRI 418 Customer Privacy 2016

GRI 419 Socioeconomic Compliance 2016

The GRI Social Standards include labor rights and human rights in their reporting
framework. Even though many sub-categories already discuss rather many human and
labor rights, GRI has also included a section specifically for human rights since the G4
Sustainability Reporting Guidelines. The human rights category consists of 12 indicators
and covers the implementation of due diligence process, human rights violations, and
stakeholder ability to enjoy and exercise their human rights. Other human right issues
included in G4 are freedom of association and collective bargaining, non-discrimination,
gender equality, child labor, forced or compulsory labor, and indigenous rights. (Felice,
2015a.)

Even though GRI reporting has spread all around the globe, there is still criticism

regarding the number of proposed indicators (84) which is rather large, and that it is quite
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expensive for companies to report in accordance with GRI standards. This is speculated
to be the reason why many companies are still reluctant to adopt it as a reporting frame-

work. (Bonson and Bednarova, 2015.)
3.5.2 UN Guiding Principles Reporting Framework (UNGPRF)

The UN Guiding Principles Reporting Framework (UNGPRF) was launched in 2015
making it the first comprehensive framework that guides companies wanting to report on
their human rights performance in line with the UNGPs corporate duty to respect human
rights. The UNGPRF was developed through the Human Rights Reporting and Assurance
Frameworks Initiative (RAFI). RAFT is co-facilitated by a human rights non-governmen-
tal organization (NGO) Shift and an accounting firm called Mazars. Like GRI, the
UNGPREF identifies the relationship that it has with other reporting frameworks like the
GRI G4 Framework. (UNGP Reporting Framework, 2017).

The UNGPRF consists of 31 questions that help companies to report on their human
rights performance. To encourage companies of different sizes and different stages of
implementing respect for human rights, companies who just begin to use the Framework
need only to respond to eight questions (and information requirements under part B) to
meet the minimum criteria for using the UNGPRF. This phase-by-phase approach is de-
signed to incentivize companies to improve their performance and reporting over time.
(UNGPreporting.org/ Framework & Guidance.) The UNGPREF is divided into three sec-
tions. Part A focuses on the governance of respect for human rights. It has two questions
in regards of company’s commitment to and governance of human rights risk manage-
ment. Questions asked in Part A are:

e Al: “What does the company say publicly about its commitment to respect human
rights?”

e A2: “How does the company demonstrate the importance it attaches to the imple-
mentation of its human rights commitment?”

In Part B, the reporting company can narrow the range of human rights issues to those
that are salient within its business operations and relationships. Information requirements
is Part B include:

e Statement of salient issues
e Determination of salient issues

e Choice of focal geographies, and
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e Additional severe impacts

Part C then focuses on the effective management the salient human rights issues dis-
closed in Part B. Part C consists of six questions concerning policies, stakeholder engage-
ment, impact assessment, integration of findings and action, performance tracking and
remediation:

e Cl: “Does the company have any specific policies that address its salient human
rights issues and, if so, what are they?”

e (C2:“Whatis the company’s approach to engagement with stakeholders in relation
to each salient human rights issue?”’

e (3: “How does the company identify any changes in the nature of each salient
human rights issue over time?”

e (C4: “How does the company integrate its findings about each salient human rights
issue into its decision-making processes and actions?”’

e (5: “How does the company know if its efforts to address each salient human
rights issue are effective in practice?”

e (C6: “How does the company enable effective remedy if people are harmed by its
actions or decisions in relation to a salient human rights issue?” (UNGP Reporting
Framework, 2017.)

The key concept of the UNGPREF is identifying salient human rights in Part B. Salient
issues can be described as those human rights issues that stand out the most due to the
severe risk of being negatively impacted by the company’s actions and business relation-
ships. The concept of severity is then defined by scale, scope and remediability which in
other words means how big would the impact be, how widespread it would be and how
difficult would it be to make right the resulting harm. (UNGPreporting.org/ Salient Hu-
man Rights Issues.)

In addition to the reporting framework, the UNGPRF webpage contains a Reporting
Database, developed by Shift. All the information in the Reporting Database has to be
publicly available. All information included in the Reporting Database must be publicly
available so it will not take into consideration internal firm documents or other infor-
mation. By this means, the disclosures in the Reporting Database are taken from annual
report, CSR reports or standalone human rights reports. Afterwards, every company will
be asked for feedback, which is included solely based on its alignment with the Reporting

Database’s methodology. Currently, the Reporting Database consists of 124 companies
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from 11 different sectors: apparel and footwear, banking and financial services, food and
beverage, ICT, infrastructure, construction and building materials, oil equipment and ser-
vices, oil, gas and extractives, palm oil, personal care, tobacco, transportation, and

transport operators. (UNGPreporting — Database & Analysis of Company Reporting.)
3.5.3 Sustainability Accounting Standards Board — SASB Standards

SASB is a non-profit and it was launched in 2011 to provide guidance for sustainability
reporting in 77 identified industries among the registrants of Securities Exchange Com-
mission (SEC). In 2018, the SASB announced that its standards had been approved by its
Standards Board. SASB developed market-informed and industry-specific standards to
identify environmental, social and governance (ESG) issues that affect the financial per-
formance of companies and therefore are financially material for investors. (Busco et al,
2020.) SASB recognized from the beginning that in fact “one size does not fit all” so they
focused on material risks and opportunities by industry. (Rupley et al, 2017.) SASB
Standards are very helpful since they provide a well-founded prioritization of the most
critical issues for different sectors which is based on an extensive stakeholder involve-
ment (Brand et al. 2018).

SASB standards can be used independently, together with other reporting frame-
works, or as a part of an integrated report. In all ways they provide companies means to
communicate with investors in a comprehensive way. SASB works together with various
organization with a common goal: to advance reporting and corporate disclosure on sus-
tainability issues. SASB complements other global initiatives like the GRI, the Interna-
tional Integrated Reporting Committee (IIRC), the CDP, and the Task Force on Climate-
Related Financial Disclosures (TCFD). The work in late 2020 SASB, together with GRI,
IIRC, CDP and CDSB, announced a shared vision: the five organizations intend to work
together to develop a comprehensive corporate reporting system that includes financial
accounting and sustainability disclosure, both connected by integrated reporting.
(SASB.org/ SASB & Other ESG Frameworks.)

Each one of the 77-industry specific SASB standards, describes the industry that is
the subject of the standard. Each Standard includes:

1. Disclosure topics: “A minimum set of industry-specific disclosure topics reason-

ably likely to constitute material information, and a brief description of how man-

agement or mismanagement of each topic may affect value creation.”



56

2. Accounting Metrics: “A set of quantitative and/or qualitative accounting metrics
intended to measure performance on each topic.”

3. Technical protocols: “Each accounting metric is accompanied by a technical pro-
tocol that provides guidance on definitions, scope, implementation, compilation,
and presentation, all of which are intended to constitute suitable criteria for third-
party assurance.”, and,

4. Activity metrics: “A set of metrics that quantify the scale of a company’s business
and are intended for use in conjunction with accounting metrics to normalize data
and facilitate comparison.” (SASB Industry Standard — Apparel, 2018.)

Currently, there is 91 companies that use SASB standards for ESG reporting. While

the number is rather small, the quality seems to be, on average, “good” to “very good”.
This gives evidence that reporting on SASB standards is not an overwhelming task to
companies. (Busco et al, 2020.) Even though the quality of SASB reports seems to be
good, according to O’Connor and Labowitz (2017) the use of industry-specific measure-
ments does not translate into improved coverage of labor and other human rights issues
in supply chains. The majority of SASB indicators in their analysis focused on social
issues concerning customers (data security, privacy, product safety etc.),labor issues con-
cerning company s core workforce or very vaguely on human right, social, or ESG issues
without further definition. For example, when it comes to the food and beverage industry,
issues like threats to the land and labor rights of vulnerable populations, like women,
children, and migrants, are rather common but they were not reflected in SASB’s recom-
mended indicators for food retailers and distributors at all. In 2019, SASB Standards
Board approved the Human Capital Research Project with the purpose of assessing the
scope and prevalence of different human capital management themes within the 77 in-
dustries to develop an evidence-based view on the cross-cutting theme (SASB — Human

Capital).
3.5.4 Corporate Human Rights Benchmark — CHRB

Recently, there is a growing trend of public ratings and ranking with a focus on social
issues created by labor and human rights experts. With these rankings they aim to high-
light the leading companies, and more importantly the companies not performing well on
certain social issues. Usually, they evaluate a smaller number of companies with indica-
tors covering a range of labor and human rights issues. Being established together by

experts and other stakeholders, these ratings and rankings cover labor and human rights
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issues more deeply, and contrary to other initiatives, they are transparent when it comes
to their methodologies and the indicators, they use in making their evaluations. (O"Con-
nor and Labowitz, 2017.)

One of these public rating and ranking frameworks is Corporate Human Rights
Benchmark (CHRB) that was launched in 2013 with the aim to create the world’s first
open and public benchmark of corporate human rights performance. CHRB was devel-
oped in consultation with a comprehensive set of stakeholders from companies, govern-
ments and civil society organizations, investors, academics, and legal experts around the
world. The first, the 2017 CHRB focused on agricultural products, apparel, and extrac-
tives and assessed 98 companies. Same focus was in the 2018 CHRB as well, with 100
companies assessed. In the 2019 CHRB, ICT manufacturing was added to the list and in
total 200 companies were assessed. In the latest report, the 2020 CHRB, they assessed
230 companies within 5 different sectors: agricultural products, apparel, extractives, ICT
manufacturing and, for the first time, automotive manufacturing. (corporatebench-
mark.org.)

The UN Guiding principles are a key standard for CHRB. The CHRB uses compa-
nies’ publicly available information like company websites, annual and sustainability re-
ports, policies, statements, and other public documents to evaluate and determine a total
score based on the following six with various weights (For a more detailed disclosure see
appendix 1):

o Theme A — Governance and Policy Commitments: Theme A discusses human
rights related policy commitments and their governance. It consists of two sub-
themes: Policy Commitments and Board Level Accountability. It accounts for
10% of overall score.

o Theme B — Embedding Respect and Human Rights Due Diligence: Theme B
evaluates to what extent the policy commitments are put into practice. It is di-
vided into two sub-themes: Embedding Respect for Human Rights in Company
Culture and Management and, Human Rights Due Diligence. This theme ac-
counts for 25% of overall score.

e Theme C — Remedies and Grievance Mechanisms: Theme C focuses on the ex-
tent to which companies provide remedy when addressing their actual adverse

impacts on human rights. It accounts for 15% of overall score.
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o Theme D — Performance: Company Human Rights Practices: Theme D focuses
on company practices concerning selected human rights issues that are salient in
each industry. It evaluates companies based on the use of living wages, aligning
purchasing decisions with human rights, disclosing their supply chain, and trans-
parency and accountability. The most salient risks are forced labor, child labor,
freedom of association, women's rights, health and safety, water and sanitation,
indigenous rights and working hours. Theme D accounts for 20% of overall
score.

e Theme E — Performance. Responses to Serious Allegations: Theme E focuses on
serious allegation responses. To be more explicit, theme E focuses only on the
response to an allegation, not the legitimacy of the allegations. This is the only
measurement theme in CHRB that utilizes external sources, and it also accounts
for 20% of overall score.

o Theme F — Transparency: Theme F concludes the previous themes A-E. Com-
panies score points on transparency based on the information published concern-
ing other themes. In addition to that, companies get credit if they are reporting
against existing, internationally recognized good-practice reporting frameworks
like GRI, UNGPRF or SASB. Theme F accounts for the remaining 20% of total
score. (CHRB 2020 Methodology.)

Since CHRB has been conducting the benchmark for a few years now, we already
have some data on the development of the company score. The overall average across all
industries has in fact declined between 2017 and 2019. There are two key reasons for this.
Firstly, in the pilot benchmark 2017 CHRB methodology, companies with no serious al-
legation charges were automatically given 20/20 score from theme E. This was changed
for the newer benchmarks and theme E score was calculated based on the score from
themes A-D. Secondly, between benchmarks 2018 and 2019, 100 companies were added
to the benchmark which lowered the 2019 overall score. If we look separately at the scores
of repeat companies and new companies, there was a big difference. Overall average for
repeat companies was 31.4% and overall average for the new companies was 17.2%.
(CHRB Key Findings 2017; CHRB Key Findings 2018; CHRB Key Findings 2019.)

According to O’Connor and Labowitz (2017) even though these types of human
rights -focused frameworks usually cover the broadest scope of relevant issues and com-
pany operations, they are rather weak in assessing actual performance. This is because

these frameworks, like CHRB, are the most restricted to measuring company efforts —
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their policies, procedures, and governance structures. This means that even though we
can see some progress in the company scores over time, they are still only proxy for hu-
man rights performance and not at all an absolute measure of performance. This is some-
thing that the CHRB discloses as well in all their reports of companies. In addition to that,
Mabher (2020) argues that initiatives like CHRB fail to include the voices of the affected
right-holders by the companies they rank highly. Due to the qualitative nature of human
rights, it is impossible to fully measure them in statistics. Yet, CHRB might give this
image that it ranks companies based on their performance, but what it actually measures,
is corporate self-reported practices, policies, controls and procedures. Consequently, it
disregards the outcomes as perceived by the rights holders. Maher (2020) suggests that
adding a new segment regarding community conflicts or resistance to corporate projects
would lend substantial credibility to benchmarks like CHRB and potentially encourage
engagement from civil society organizations which would make the benchmark more in-
clusive of rights-holders.
The Corporate Human Rights Benchmark brings together the whole literature review.
The CHRB Methodology was developed using a wide range of global and industry-spe-
cific standards and initiatives to make sure that the benchmark is based on realistic ex-
pectations. When it comes to global standards, the UNGPS are a key part of the CHRB.
In addition to that we have elemental UN conventions and declarations like:
e Universal Declaration of Human Rights (UDHR), 1948
¢ International Covenant on Civil and Political Rights (ICCPR), 1966
e International Covenant on Economic, Social and Cultural Rights (ICESCR), 1966
e The Convention on the Rights of the Child (CRC), 1989
e The Convention on the Elimination of All Forms of Racial Discrimination
(CERD), 1965
e The Convention on the Elimination of All Forms of Discrimination Against
Women (CEDAW), 1979
e The Convention on the Rights of Persons with Disabilities (CRPD), 2006
e The Convention on the Protection of the Rights of All Migrant Workers and Mem-
bers of their Families (ICMW), 1990
e The Declaration on the Rights of Indigenous Peoples (UNDRIP), 2007
e The Declaration on the Rights of Persons Belonging to National or Ethnic, Reli-

gious and Linguistic Minorities 1981.
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The CHRB methodology has also referenced the OECD Guidelines for Multinational
Enterprises, the ILO core labor standards and other ILO conventions, the UN Global
Compact, and the UN Sustainable Development Goals. Reporting frameworks and stand-
ards it used were previously mentioned UNGPRF, GRI and SASB. (See 2020 CHRB
Methodology, Annex 6.) All the above-mentioned standards and frameworks were dis-
cussed in the thesis and the CHRB Methodology combines and concludes them all which

is why it was used as the theoretical framework of this thesis.



61

4 METHODOLOGY

4.1 Research Method

Qualitative research is used to gain a holistic understanding of a topic (Eriksson & Ko-
valainen 2008, 5). The starting point for qualitative research is describing real life. A
qualitative approach has been chosen for this study due to the purpose of this study which
was to understand, gain insight and potentially discover unstructured issues. This study
by nature was more exploratory and flexible as qualitative research usually tends to be.
(Ghauri and Gronhaug, 2005, 202). There is various approaches to qualitative research
but there are also common characteristics that have been identified: 1) research consists
of comprehensive data collection in the real world, 2) complete objectivity is never
achieved since the values of the researcher affect the results to some extent, 3) data col-
lection consists of people and qualitative methods supported by the observations of the
researcher rather than measurement instruments, 4) target group or case is not decided
randomly but advisedly, 5) data collection and analysis are continuous and the research
plan keeps shaping as the research process goes on, and lastly 6) each case is treated and
data is interpreted uniquely. (Hirsjérvi et al. 2007, 157 — 160.) The purpose of this study
was to gain understanding and in-depth information on the human rights monitoring and
reporting of Finnish companies, a topic of which no detailed literature can be found. The
objective is supported by a framework which is used to analyse companies” public reports
with a focus on human rights. Additionally, companies” impact on human rights and their
efforts and duty to monitor, report, and improve them is a real-life issue, which makes
qualitative research a fit choice for this thesis.

Hirsjérvi et al. (2007, 130-131) divide research strategies into three categories: ex-
perimental research, survey-research and case study. A case study provides detailed in-
formation on a single case or a group of interrelated cases using qualitative research meth-
ods like interviews, questionnaires, observations, and document analysis. Case study was
adopted as a research strategy for this thesis. A case study was chosen as the research
method. Case studies are used to study real-life phenomena and to seek information about
an individual, a group, or organizational, social or political phenomena. The case study
seeks to respond to descriptive (how) and explanatory (why) questions (Yin 2009, 4, 9-
10) and aims to gain an in-depth understanding of one or more cases in their real-life

context (Yin 2012, 4-5).
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A case study can be divided into an intensive (single) or extensive (multiple) case
study. Intensive case study aims to understand a unique, individual case from within and
extensive case study aims to generalize new theories and to find similarities by comparing
several cases. (Eriksson & Kovalainen 2008, 118.) Since 30 companies were analysed in
this study, a multiple case study was chosen as a research strategy for this thesis. The aim
is not to identify or study the target organizations development targets or problems, but
to gain insight on how companies communicate about their human rights issues and topics
within their own operations as well as in their supply chains to external stakeholders and
see whether there are differences depending on the industry of the company or company
size.

First, all cases were analysed as a stand-alone entity so that all unique patters of each
case emerge and after that we aimed to identify common features and generalise patterns
across cases. This gave a comprehensive familiarity with each case which in turn accel-
erates cross-case comparison. (Eisenhardt, 1989.) A cross-case analysis examines themes,
similarities or/and differences across different cases. The unit of analysis in a cross-case
analysis is a case, which can be an any bounded unit, like an individual, a group, an arti-
fact, a place, an organization, or an interaction. In this thesis the unit of analysis is a
company. Cross-case analysis is usually the second level of analysis that is associated
with the case study approach. A cross-case analysis is a way of generalizing or aggregat-
ing across cases. The focus of a cross-case analysis in evaluation is often times particular
common outcomes for a number of different cases. (Encyclopedia, 2014.)

Additionally, a content analysis was conducted in this thesis, when analysing the
content of each case individually. Content analysis is a form of data analysis in which
data is verbally analysed with a systematic and objective approach (Tuomi & Sarajérvi
2018, 117). In this thesis all the publicly available data was looked through and the con-
tent was analysed and scored based on the comprehensiveness of the content and the cri-
teria of the CHRB methodology. In chapter 5 the content of companies” information on

human rights is presented and their differences are compared.
4.2 Data Collection

To answer the research questions, the Sustainable Brand Index (SBI) rank list was used
to choose the suitable companies to analyse. Sustainable Brand Index conducts Europe’s
largest brand studies focusing on sustainability. Their ranking show how sustainable the

brands are perceived by their key stakeholders in the respective countries. The Ranking
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scores are defined by two parts: environmental and social responsibilities. Each brand is
selected as its own based on market share, turnover, and general brand awareness. (SBI,
2020.)

The Finnish Ranking of the most sustainable brands for 2020 consists of 195 brands
in total. In the first phase of the company selection, we linked each brand with what com-
pany owned them. The companies were ranked based on the ranking of their brand. If a
company had multiple brands, their rank score was the rank of their highest-ranking
brand.

After the conversion of brand ranking to company ranking, we started to define the
criteria based on which the companies would be selected for this study. The criteria are
as follows:

1. The company must have a responsibility/sustainability report.

a. This can be either a part of the annual report or its own report. Can be
in pdf form or a page in their website.

b. If the company does not report itself, it must have a link from their
website to their mother company’s responsibility pages.

i. E.g. Sinebrychoff and Hartwall (Both are old Finnish owned
brands that have a strong market position in Finland.
2. The company must be either in agricultural or in apparel business.

a. Based on this we excluded companies in the 1) service industry (hotel,
banks, insurance companies etc.), 2) transportation industry (automo-
tive, aviation, railway etc.) and 3) extractives business.

b. Exception:

i. Neste: Is in the extractives business but has also agricultural
business.
1. Kesko and S Group are in both apparel and agricultural busi-
ness.
iii. Verkkokauppa.com is in the ICT field.
Based on the criteria mentioned above, the company list is as follows:

Table 4 Finnish companies chosen for the study

Agricultural Companies Apparel Companies

Valio Fiskars

S Group* Partioaitta
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Raisio Finlayson
Kesko* Marimekko
Fazer Arvid Nordquist
Yliopiston Apteekki Tokmanni
Paulig Verkkokauppa.com*
Saarioinen Stockmann
Vaasan Stadium
HKScan S Group

Atria Kesko

Alko

Neste**

Apetit

Lumene

Lidl Suomi

Hartwall

Hesburger

Meira

Altia

Sinebrychoff

Data used in the research was publicly available data in each of the chosen compa-
nies’ websites. This included annual reports, sustainability report and sustainability pages
and news. We analysed the latest reports published which were for the year 2019. In ad-
dition to that all the other relevant data used from the company websites was collected on

a separate document for each company. Data collection and analysis happened between

July 2020 and January 2021.
4.3 Data Analysis

Analysing of the data and drawing conclusions from it is the fundamental goal of research.
Qualitative research does not have strict rules on how to analyse data, but it’s recom-
mended to do simultaneously during the research process and not wait until after all the
data has been collected. (Hirsijéarvi et al. 1997, 216-219.) There are two types of strategies

for analysis in qualitative research: deduction and induction. Deduction means that the
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primary source of knowledge is a theory that the study is built from, and induction means
that the theory arises from empirical research (Eriksson & Kovalainen 2008, 21-23.) Usu-
ally, qualitative research uses inductive analysis, because the purpose is not to test the
theory or hypotheses but to examine the material comprehensively (Hirsjarvi et al. 2007,
160). Inductive logic is also used in this qualitative study since there is no prior theory on
how Finnish companies perform regarding human rights and how comprehensively they
report on them, and if there are differences between apparel and agricultural businesses.

There are various methods of analysis in qualitative research, such as quantitative
analysis techniques, thematic design, typing, content analysis, discursive analysis meth-
ods, and discussion analysis (Eskola and Suoranta 1998, 160; Hirsjarvi et al 2007, 219).
According to Eskola and Suoranta (1998, 174), qualitative material is often approached
through thematic design. Thematic design means that the research material is grouped
according to different topics (Tuomi & Sarajirvi 2018, 105). In thematic design, themes
related to the research question and problem are raised from the material, the occurrence
of which can be compared and recommended for solving practical problems (Eskola &
Suoranta 1998, 174—178).

In this study we use the latest CHRB methodology: the 2020 Methodology for the
Agricultural Products, Apparel, ICT manufacturing and Extractive industries. Each com-
pany was assessed using the CHRB 2020 methodology company scoresheet (see Appen-
dix 1). The scoresheet consists of 6 themes A-F. Theme A consists of policy commitments
and board level accountability, theme B consists of two sub-themes: embedding respect
and human rights due diligence, theme C focuses on the extent to which companies pro-
vide remedy when addressing their actual adverse impacts on human rights, theme D fo-
cuses on selected human rights related practices specific to each industry, theme E focuses
on serious allegation responses, and more explicitly, on the response to an allegation, not
the legitimacy of the allegations, and lastly theme F concludes the previous themes A-E
and companies score points on transparency based on the information published concern-
ing other themes. We will discuss the themes in more detail in chapter 5.

The process that the founders of CHRB method uses consists also of a phase where
companies are asked to provide any additional information they want to provide on each
topic or point of the methodology to better their score. In this thesis that part was not
included, and the companies were assessed solely on the information and data that they
had publicly stated. In accordance with the CHRB methodology, the implementation of

corporate human rights responsibility was assessed in the report solely using publicly
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available information which is based on the principle of transparency contained in the
UNGPs, which requires companies to communicate about their commitment to human
rights, their human rights risks and impacts, and related actions openly and actively. The
sources that were used for information included annual reports, non-financial reports,
company’s public documents or statements e.g., policy commitment documents such as
CoC, SCoC, and human rights commitments, company values, guidelines, news or other
relevant information from the last two years. Analysing of the companies was started in
June 2021. After the companies were assessed using the CHRB methodology, a cross-

case analysis was conducted, and two industries were compared on their results.
4.4 Evaluation of the Study

The assessment of the quality of a study focuses on whether the study is reliable, objective
and unbiased, as the researcher's interpretations may be influenced by personal experi-
ences (Tuomi & Sarajarvi 2018, 158-). 160). The decisions made in qualitative research
should be reflected upon throughout the project and thus the reliability of the research
should be assessed (Eskola & Suoranta 1998, 210-211; Eriksson & Kovalainen 2008,
290-292).

Traditionally, the quality of research is evaluated by reliability and validity. Reliabil-
ity indicates whether a study is repeatable and aims to minimise errors and biases. The
purpose is that if the study is repeated in the same way, it is possible for another researcher
to obtain the same results. It is therefore important that the survey procedures are docu-
mented (Hirsjarvi et al. 2007, 226-228; Yin 2009, 40, 45; Hirsjarvi & Hurme 2008, 186.)

To strengthen the reliability of the study the research process is explained as trans-
parently and in detail as possible. The selection criteria of companies analysed in this
study were documented in detail. In the beginning of the study, the researched analysed
a company that was already analysed by the CHRB specialists to see if the same score is
obtained and to see if there were differences in the way they scored different themes.
After that, the first Finnish companies (Paulig and Fazer) were assessed for this study
using the CHRB methodology also by two other researchers to see if we come to the same
score. We went through each theme and topic within the theme and discussed topics that
were scored differently until we came to a consensus on what level of transparency needs
to be to win a certain score from 0 to 2. Based on these we now had a better understanding
and a ready policy on how the researcher will continue with the rest of the company anal-

ysis.
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Validity answers to the question whether the study results are true. It indicates the
validity of the study, i.e. whether the study has investigated what was promised and
whether the results provide a sufficiently comprehensive description of the event
(Hirsjarvi et al. 2007, 226-227; Eriksson & Kovalainen 2008, 292; Tuomi & Sarajérvi
2018, 160). Validity can be divided into construct, internal and external validity. Con-
struct validity can be increased by using multiple sources and establishing a chain of ev-
idence. Internal validity is often used in explanatory studies when the researcher aims to
explain the cause and effect of events. Internal validity demonstrates the scientific ap-
proach of the researcher when theoretical, conceptual and methodological decisions are
logically justified. External validity confirms the generalisability of research findings,
when the researcher seeks to generalise the results to wider theory. (Eskola & Suoranta
1998, 213; Yin 2009, 40-43).

One way to assess validity is triangulation, which increases the validity of a study
(Tuomi & Sarajérvi 2018, 166). Triangulation refers to the process of using multiple per-
spectives to refine and clarify findings (Eriksson & According to Denzin (see Tuomi &
Sarajarvi 2018, 168). There are four types of triangulations: 1) data, 2) researcher, 3)
theory, and 4) method. Data triangulation means that data is collected from several dif-
ferent sources. In researcher triangulation, there are several researchers in the study. The-
ory triangulation, on the other hand, involves using multiple theories to explain phenom-
ena. Methodological triangulation is the combination of several methods in a study. (Den-
zin 1978, after Tuomi & Sarajirvi 2018, 168.) In this study, three researchers analysed
the first companies and discussed their differences and commonalities to come to a con-
clusion regarding the methodology. Additionally, the publicly available data collected
from the companies was very comprehensive. In addition to company reports, SCoCs,
CoCs, employee handbooks, other policies and published news were all analysed. Data
was collected from 30 different companies. The CHRB methodology itself is also rather
comprehensive since it is based on such a wide range of human rights related global and
industry-specific standards and initiatives such as GRI, SASB, UNGPRG as well as oth-
ers (see chapter 3.5.4).
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5 RESULTS

In this chapter we will present the results of the study. The companies chosen for the
study were taken from the Sustainable Brand Index’s (SBI) Official Report 2020. SBI has
ranked B2C brands based on how sustainable consumers perceive them to be. Since we
are assessing companies, we replaced the brands on the list with the companies they be-
long to. Human Rights disclosure of 30 Finnish companies was assessed using the 2020
CHRB methodology. The Analysis were conducted between June 2020 and January 2021.
First, we will present the overall results of the two industries and companies. We will also
present their ranking using the CHRB methodology and compare it to the SBI ranking.
Then we will discuss each theme A to F in more detail with examples of some scoring
criteria. There we will also divide companies into Agricultural and Apparel based on

CHRB Methodology and see if we can find differences between the two industries.
5.1 CHRB overall Results and BSI Rating

In this chapter we will look at the overall picture of how Finnish companies scored using

the 2020 CHRB methodology and compared company CHRB ranking to SBI ranking (see

table 4 and table 5). The overall average score was 27,8% out of 100%, which is a rather

low score. In our analysis, some companies scored zero on all the indicators within a

whole measurement theme. This means that we were unable to find enough publicly avail-

able information to award them even half a point on any of the indicators regarding:

o A.l Commitments to respect human rights — 1 company scored 0 on all indicators
across this theme.

e A.2 Board level accountability for human rights — 8 companies scored 0 on all indi-
cators across this theme.

e B.1 Embedding respect for human rights in company management systems — 5 com-
panies scored 0 on all indicators across this theme.

e B.2 Human rights due diligence — 7 companies scored 0 on all indicators across this
theme.

o (. Remedy and grievance mechanisms — 4 companies scored 0 on all indicators across
this theme.

o D. Performance: Dealing with key risks and enabling factors for human rights — 4

companies scored 0 on all indicators across this theme.
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e E. Performance: Responses to serious allegations — 1 company scored 0 on all indi-
cators across this theme.
o [F. Transparency — 1 company scored 0 on all indicators across this theme.

The rather high number of companies scoring zero in some indicators within the
themes A-D is quite alarming since it is an indication that some companies in Finland are
missing fundamental commitments and procedures that are required to avoid causing hu-
man rights impacts or to provide remedy after a violation of human rights has occurred.
Human Rights Due Diligence (HRDD) is a fundamental part of UNGPs. Yet, 7 out of 30
Finnish companies analysed, scored 0 points on theme B.2. Only one company scored 0
on all the indicators across all themes — Yliopiston Apteekki. The best scoring companies
were Neste, S Group, Stockmann and Kesko. On a positive note, none of the companies
had any serious allegation charges regarding human rights violations within the 2-year
timeframe set by the CHRB.

Table S CHRB Overall Results

Company Theme Theme  Theme  Theme Theme Theme  Total

name A Score B Score CScore D Score E Score F Score Score
Neste 6,2 21,0 7,9 7,4 12,3 6,6 61,4
S Group 6,9 20,5 2,9 8,0 11,2 6,6 56,1
Stockmann 5.3 17,1 5,0 10,7 11,0 5,8 54,8
Kesko 6,5 18,3 3.8 7,7 10,6 6,0 515
Tokmanni 6,7 18.6 0,6 5.9 9.2 5,0 46,0
Alko 6,3 16,4 1,7 5,0 8,6 53 43,3
Lidl Suomi 4,7 16,4 4,2 5,3 8,2 2,4 41,2
Paulig 4,8 15,1 1,7 6,4 8,1 4,5 40,6
Marimekko 3,5 17,3 1,7 4,4 7,8 4,3 39,0
Meira 3,6 14,0 0,8 7,0 7,5 4,7 37,6
Fiskars 4,6 11,3 2,1 6,1 7,2 4.5 35,8
Stadium 0,9 14,1 2,5 6,7 7,1 4,1 35,4
Vaasan 4,3 11,9 1,7 4.4 6,6 4.4 33,3
Valio 3,8 12,9 2,5 2,0 6,3 3,9 31,4
HKScan 5,6 4,5 4,2 3,4 5,8 5,4 28,9
Fazer 4,3 6,3 5,0 2,5 5,1 2,5 25,7
Altia 3,0 7,8 3.3 2,0 5,0 4,0 25,1
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Company Theme Theme  Theme  Theme Theme Theme  Total

name A Score B Score CScore D Score E Score F Score Score
Raisio 39 7,7 1,3 2,0 4,6 3,7 23,2
Atria 4.8 6,3 1,3 2,3 4,6 3.8 23,1
Apetit 4.4 6,5 1,7 1,0 4.4 4,0 22,0
Finlayson 1,4 5,4 0,8 5.6 3,7 1,6 18,5
Arvid

2,6 6,6 0,0 2,5 32 1,3 16,1
Nordquist
Partioaitta 2,5 2,5 0,0 5,0 2,8 1,2 14,0
Saarioinen 1,5 4,6 1,7 1,3 2,5 1,1 12,7
Lumene 1,5 0,0 0,0 0,0 0,9 2,2 4,6
Verkko-

0,6 0,7 1,3 0,0 0,7 0,4 3,7
kauppa.com
Hartwall 0,8 0,0 0,8 1,0 0,7 0,3 3,6
Sinebrychoff 0,8 0,0 0,8 0,8 0,7 0,3 3.4
Hesburger 0,3 0,0 1,7 0,0 0,6 0,3 2,9
Yliopiston

0,0 0,0 0,0 0,0 0,0 0,0 0,0
Apteekki
Total Score 3,5 9,5 2,1 3,9 5,6 3,3 27,8

Looking at the scoring distribution below, we can see that the majority of the com-
panies assessed are failing to demonstrate their respect for human rights. Six companies
scored less than 10% and more than half of the companies (53%) scored less than 30%.
Close to 9 out of 10 companies scored less than 50%. Only 4 companies scored more than

50% and Neste was the only company scoring more than 60%. (Figure 4.)
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Figure 4 Number of Companies in each Per Cent Groups

The companies chosen for the study were taken from the Sustainable Brand Index’s
(SBI) Official Report 2020. SBI has ranked B2C brands based on how sustainable con-
sumers perceive them to be. Since we are assessing companies, we replaced the brands
on the list with the companies they belong to. This way it was possible to compare the

SBI ranking to the CHRB ranking. (Table 5).

Table 6 The CHRB results compared to SBI ranking.
COMPANY NAME  CHRB Rank  SBI Rank

Neste 1 37

S Group* 2 2
Stockmann 3 116

Kesko* 4 8
Tokmanni 5 &3
Alko 6 34
Lidl Suomi 7 42
Paulig 8 20
Marimekko 9 30
Meira 10 65
Fiskars 11 10
Stadium 12 118
Vaasan 13 24
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COMPANY NAME  CHRB Rank  SBI Rank

Valio 14 1
HKScan 15 27
Fazer 16 9
Altia 17 68

Raisio 18 3
Atria 19 28
Apetit 20 39
Finlayson 21 15
Arvid Nordquist 22 63
Partioaitta 23 14
Saarioinen 24 22
Lumene 25 40
Verkkokauppa.com 26 84
Hartwall 27 46
Sinebrychoff 28 75
Hesburger 29 47
Yliopiston Apteekki 30 11

The first impression was that there was a lot of differences between the company
ranks. In fact, only one company, S Group (S Market in SBI) ranked second in both rank-
ings. Valio has been voted as the most sustainable brand for the last 7 years now, but in
only ranks at 14 on CHRB with a score of 31,4%. The company with biggest difference
between CHRB and SBI was Stockmann which ranked 116 on SBI but is the third on
CHRB with a score of 53,6%. Also, Tokmanni and Lidl Suomi scored rather low on SBI
(83 and 42), yet in CHRB ranking they are 5 and 7. Another company to point out is
Yliopiston Apteekki that ranked 11 on the SBI, but it was the last company in CHRB

ranking, scoring zero on all indicators.
5.2 Theme A — Governance and Policies

Theme A consists of policy commitments and board level accountability with both having
a 5% weighting. The sub-themes are split into the following indicators:

e A.1 Policy commitments
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A.1.1 Commitment to respect human rights
A.1.2 Commitment to respect the human rights of workers
A.1.3 Commitment to respect human rights particularly relevant to the in-
dustry
* A.l.3.aLand and natural resources - Agricultural products industry
* A.1.3.b People’s rights - Agricultural products industry
= A.1.3 Apparel industry
= A.1.3 Extractives industry
A.1.4 Commitment to engage with stakeholders
A.1.5 Commitment to remedy

A.1.6 Commitment to respect the rights of human rights defenders

e A.2 Board level accountability

o

o

o

5.2.1

A.2.1 Commitment from the top
A.2.2 Board discussions

A.2.3 Incentives and performance management

Agricultural Industry

Agricultural industry average for theme A was 3,8% which is rather low. Top score for

theme A was 10% and scores of companies in agricultural industry varied from 6,9% (S

Group) to 0% (Yliopiston Apteekki). (Table 6.)

Table 7 Theme A Scores for Agricultural Products (0-10%)

Company
All [|A12 |Al3a [|A13b |Al14 |AlS5 |A1l.6 |A21 |A22. |A23 |ATOTAL

Name
S Group* 2,0 2,0 0,0 2,0 2,0 2,0 2,0 1,0 2,0 0,0 6,9
Kesko* 2,0 2,0 0,0 2,0 2,0 0,0 0,0 1,0 2,0 1,0 6,5
Alko 2,0 2,0 1,0 2,0 2,0 1,0 0,0 1,0 2,0 0,0 6,3
Neste** 2,0 2,0 2,0 2,0 2,0 1,5 0,0 1,0 2,0 0,0 6,2
HKScan 2,0 2,0 0,0 2,0 2,0 0,0 0,0 1,0 2,0 0,0 5,6
Paulig 2,0 2,0 1,0 2,0 1,0 0,0 0,0 1,0 1,0 0,0 4,8
Atria 2,0 2,0 0,0 2,0 2,0 0,0 0,0 1,0 1,0 0,0 4,8
Lidl

2,0 2,0 0,0 2,0 2,0 1,0 0,0 0,5 1,0 0,0 4,7
Suomi*
Apetit 1,0 2,0 0,0 0,0 2,0 0,0 0,0 1,0 2,0 0,0 4,4
Fazer 2,0 2,0 0,0 1,0 1,0 1,0 2,0 1,0 0,0 0,0 4,3
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Company

All |A12 [Al3a |A13Db |Al4 |ALlS5 |Al6 |A2.1 |A22. |A23 |ATOTAL
Name
Vaasan 2,0 2,0 1,0 1,5 0,0 0,0 0,0 1,0 1,0 0,0 4,3
Raisio 1,0 2,0 0,0 1,0 2,0 0,0 0,0 1,0 1,0 0,0 3,9
Valio 2,0 0,0 0,0 1,0 2,0 0,0 0,0 1,0 1,0 0,0 3,8
Meira 1,0 0,5 0,5 0,5 2,0 0,0 2,0 0,5 1,0 0,0 3,6
Altia 2,0 2,0 0,0 1,0 0,0 0,0 0,0 1,0 0,0 0,0 3,0
Arvid

2,0 2,0 0,0 1,0 1,0 0,0 0,0 0,0 0,0 0,0 2,6
Nordquist
Saarioinen | 1,0 1,5 0,0 0,0 0,0 0,0 0,0 0,5 0,0 0,0 1,5
Lumene 1,0 0,0 0,0 0,0 0,0 0,0 0,0 1,0 0,0 0,0 1,5
Hartwall 1,0 0,5 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,8
Sinebry-

1,0 0,5 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,8
choff
Hesburger | 0,0 0,0 0,0 0,0 1,0 0,0 0,0 0,0 0,0 0,0 0,3
Yliopiston

0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0
Apteekki
Total average 3.8

Most of the companies scored 2 or 1 points from the first indicator which is the com-
mitment to respect human rights. Only two companies (Hesburger and Yliopiston
Apteekki) failed to express commitment to the most fundamental requirement for com-
panies regarding human rights. The only mention on this matter in Hesburger’s website
is:

We require our supply chain to respect human rights in accordance with the

Universal Declaration of Human Rights of the United Nations. (Hesburger —
Ethical Principles, 2021.)

There is no clear commitment of themselves committing to the UDHR and even the
wording used to require suppliers to respect human rights is considered insufficient by
CHRB methodology which is why Hesburger did not score even a half point on that in-
dicator. On the contrary, S Group was awarded 2 points from the following disclosures

on their website:

We are committed to respecting all internationally recognised human rights

and promoting them in our operations. We expect the same of our partners.
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S Group is committed to respecting all internationally recognised human
rights. We promote the fulfilment of human rights in everything we do, and
we expect the same from our partners. We avoid causing or contributing to

any adverse impact on human rights by observing proper caution in accord-

ance with the UN Guiding Principles on Business and Human Rights. (S

Group's human rights principles, 2021.)

The second indicator concerning the fundamental rights at work by ILO is the best
scored indicator with 14 companies disclosing information to win a full score. For exam-

ple, Kesko disclosed very thoroughly its commitment to labor rights:

Kesko has committed to several international declarations and conventions,

the most important of which are: The UN Universal Declaration of Human

Rights and the UN Convention of the Rights of the Child, The ILO conven-
tion on the Fundamental Rights and Principles at Work —.

We treat our employees equally and comply with applicable labor laws. We
respect the individual’s worth, privacy and freedom of religion and con-
science. We do not tolerate discrimination, harassment, threats, or insults.
We respect the freedom of association and employees’ right to organise pro-
fessionally. We actively ensure safe working conditions. We build a better
society together. We create partnerships and participate in the development
of local communities. Kesko requires that its partners respect all interna-
tionally recognised human rights. We do not tolerate the use of child labor,
any form of forced labor nor other human rights violations in our supply

chain. (Kesko CoC, 2016.)

Even the best scoring companies has issues in committing to respect the right to wa-
ter, and ownership of land and natural resources (A.1.3.a). Neste was the only company

that got a full score on that indicator with the following disclosure:

The following defines Neste’s conduct and business decisions on responsible
sourcing. Neste expects its suppliers to comply with and share Neste’s ambi-
tion and commitments with regards to this principle. For suppliers, these
principles, where applicable, are to be read by replacing “Neste” with
“suppliers” and applying them to their own production processes and rele-

vant suppliers.
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disclosed any commitment to remedy. The indicator with the worst success in sub-theme
A.1 was A.1.6 with only one company not scoring a zero on that indicator. This means
that Finnish companies are failing miserably at respecting the rights of human rights de-

fenders. Only S Group discloses any information on their approach to human rights de-

Neste commits to not source from areas where renewable feedstock produc-
tion has led to adverse land use change and habitat conversion after 19 De-
cember 2007. Such land use change can be the conversion of forested areas,
wetlands or grasslands into cultivation areas; and other natural eco-systems
where High Conservation Values (HCV) or High Carbon Stock (HCS) are
present, or where the Free, Prior and Informed Consent (FPIC)1617 of lo-
cal communities and traditional land rights holders have not been given. i.
Forests - Neste does not accept the conversion of forested land to biomass
production where HCV and HCS values are found. ii. Wetlands or peatlands
- Neste does not accept new development of wetlands or peatlands immate-
rial of size and depth of organic substrates. Neste requires that current culti-
vation areas on wetlands and peatlands are responsibly managed, safe-
guarding HCV and HCS values. Neste encourages, and will monitor, peat
restoration where it is feasible or required. iii. Grasslands - Neste will not
source feedstocks originating from areas where HCV and HCS values are
found or that have been converted from highly biodiverse natural grasslands

after 19 December 2007. (Neste Responsible Sourcing (Principle), 2021.)

Neste recognizes the growing pressures on global water supplies caused by
land use change, crop production and global climate change. Neste moni-
tors its supply chain’s water scarcity, consumption and related risks. Neste
suppliers are required to develop water management and monitoring plans
that will include actions and targets for reducing impacts on water quality

and water consumption. (Neste Responsible Sourcing (Principle), 2021.)

What was also disappointing to see is that only 5 companies in the agricultural sector

fender deserving a full score on the indicator:

We do not interfere with the work of defenders of human rights or the func-
tioning of the civil society, including campaigns related to S Group. We ex-
pect that our partners also respect the work of defenders of human rights
and the functioning of the civil society, and we do not accept any type of in-
terference from our partners. In situations where there is clear evidence of

one of our partners interfering with or preventing the work of defenders of
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human rights or the functioning of the civil society, we aim to exert pressure

within the scope of our influence on our partner to stop this interference.

If this situation is associated directly with S Group’s activities, legal and fi-
nancial measures are also possible. These situations will be investigated on
a case-by-case basis. Improving legal protection at a national level is a key
method in supporting the work of defenders of human rights, and their legal
activities should not be impeded by legal means. (S Group's human rights

principles, 2021.)

When it comes to board level accountability, many companies have their commit-
ments approved by their Board of Directors or CEO, but none have published any
speeches or presentations on human rights by their CEO, so no company scored 2 points
in indicator A.2.1. Indicator A.2.2 had better success with 13 companies disclosing
enough information for a 1 or higher score. Alko disclosed information regarding these

indicators very simply. A.2.1:

President & CEO Leena Laitinen signed Alko’s declaration of human rights
in December 2017. (Alko — Prioritizing Ethics, 2021.)

The responsibility working group discusses any developmental measures re-
lated to responsibility and sustainability. The Sustainability Manager chairs
the group. It is owned by the Executive Vice President, Communication, who
makes progress and action reports to Alko’s Management Team. The
Board’s Responsibility Committee prepares matters for presentation to the
Board of Directors. The Board of Directors regularly discusses responsibil-
ity issues. The Supervisory Board approves the responsibility plan for the
following year and annually reviews the responsibility measures that have
been implemented. The Annual General Meeting decides on the recipients
and maximum sum of Alko’s annual donations, and also reviews a summary

of responsibility measures and their success. (Alko Annual Report 2019.)

And A.2.2:

The responsibility working group handled responsibility development pro-
Jjects and measures. The working group is chaired by the Sustainability
Manager, who reports to the Executive Vice President, Communications.
The Management Team reviews responsibility issues that are of key rele-

vance to the strategy and action plan. The leader of each business unit and
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tion of its human rights policy commitments or targets. Only Kesko managed to score 1

support function bears responsibility for operative management. The Board
of Directors regularly reviews responsibility issues that are prepared by the
Board’s Responsibility Committee. The Supervisory Board approves a plan
for responsibility measures for one calendar year at a time and presents a
report on the actions carried out during the previous year. The President &
CEO reports on the responsibility actions at Alko’s Annual General Meet-
ing. The AGM decides on the maximum amount of donations to be granted

by the company. (Alko Annual Report 2019.)

The most significant human rights risks identified in the alcoholic beverage
industry’s international supply chain relate to the primary production of in-
gredients and seasonal labor. Agricultural harvests are very labor intensive,
and the use of leased labor is very common. Problems identified in the in-
dustry include ambiguous management practices, exceeding statutory work-
ing hours, and compromising on occupational health and safety. Seasonal
workers in particular are subject to violations of human rights and labor
rights. With regard to Alko’s operations, the high-risk regions for wine pro-
duction are South Africa, Chile, Argentina, and Mediterranean coastal re-
gions. For other product groups, the human rights violations identified in
sugar cane cultivation are currently one of Alko’s focal points. Human
rights risk assessment is part of Alko’s operating model for indirect procure-

ments. (Alko Annual Report 2019.)

Most companies fail to report any incentives to the Board linked to the implementa-

out of 2 points in the indicator with the following disclosure:

Kesko’s Board of Directors and Group Management Board discuss the key
sustainability principles and reporting. The corporate responsibility func-
tion is headed by the Executive Vice President for human resources, corpo-
rate responsibility and regional relations, who is a member of Kesko'’s
Group Management Board. Corporate responsibility is one of the target in-
dicators of his performance bonus. (Kesko — Sustainable Governance,

2021.)
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5.2.2  Apparel Industry

Looking at the companies in the apparel industry, the total industry average was 2,8%
which is slightly smaller than for agricultural industry. In this industry, scores vary from
6,7% to 0,6%. (Table 7.)

Table 8 Theme A Scores for Apparel (0-10%)

Company A.1.3. A
All | Al12 Al4 | A15 | Al6 | A21 | A22. | A23

Name AP TOTAL
Tokmanni 2,0 2,0 2,0 0,0 1,5 0,0 2,0 2,0 0,0 6,7
Stockmann 2,0 2,0 2,0 0,0 1,5 0,0 1,0 1,0 0,0 53
Fiskars 2,0 2,0 1,0 2,0 0,0 0,0 1,0 1,0 0,0 4,6
Marimekko 2,0 1,5 0,5 2,0 0,0 0,0 1,0 0,0 0,0 3,5
Partioaitta 1,0 2,0 2,0 0,0 0,0 0,0 0,0 0,0 0,0 2,5
Finlayson 0,0 0,5 1,0 2,0 0,0 0,0 0,0 0,0 0,0 1,4
Stadium 0,0 0,5 0,5 0,0 0,0 0,0 0,5 0,0 0,0 0,9
Verkko-

1,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,6
kauppa.com
Total average 2,8

The same trend is seen for apparel industry as well. Most companies have stated to
commit to respecting human and labor rights, with only Finlayson and Stadium failing to
publicly state that. When it comes to A.1.1 most companies score 2 points but for example
Partioaitta scored one point since even though they commit to respecting human rights,
they did not commit to the UNGPs nor OECD guidelines which were a criteria to get two

points. Below we quoted disclosures from Fiskars and Partioaitta as a comparison.

Respect for people and protection of human rights is paramount. In particu-
lar, Fiskars is committed to: -- Supporting and respecting the protection of
internationally proclaimed human rights as defined in the United Nations’

Universal Declaration of Human Rights. (Fiskars Group CoC, 2020.)

As a participant in the United Nations Global Compact (UNGC), Fiskars
Group is committed to mitigating adverse human rights impacts and to

working against corruption and bribery.

Topics covered in the SCOC include important topics such as health and
safety, environmental protection, and human and labor rights. It also de-

scribes Fiskars Group’s commitment to international conventions such as
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the United Nations Guiding Principles on Business and Human Rights, the
fundamental conventions of the International labor Organization (ILO),
OECD Guidelines for Multinational Enterprises and the 10 principles of the
UN Global Compact. (Fiskars Group Sustainability Report, 2019.)

Partioaitta’s is a part of Fenix Outdoor AB:

As a first visible step, Fenix Outdoor AB has signed the United Nations
Global Compact and fully supports its principles. We are striving to incor-
porate them in all our business undertakings and we expect our business
partners to do the same should they not yet have done so. (Fenix Outdoor

Group — Fenix Way (CoC), 2012.)

Same as in the agricultural industry, an alarmingly low number of companies (only
Tokmanni and Stockmann) are committed to remediate their negative human rights im-

pacts (A.1.5). For example, Stockmann stated the following:

In the case of a human rights violation, we work together with the supplier
to remediate the victim. No new orders are placed until the violation has
been corrected and the victim has been compensated. (Stockmann Corporate

Social Responsibility, 2019.)

Stockmann is committed to procedures enabling the company to remediate
adverse human rights impacts that it may cause or contribute to. In circum-
stances where human rights are infringed upon by third parties with links to
Stockmann, we strive to use our leverage together with relevant stakeholders
to ensure that those impacts are remedied, and future impacts are prevented.

(Stockmann Human Rights Policy, 2021.)

Also in the apparel industry, companies are failing to the rights of human rights de-
fenders with all companies scoring zero points on indicator A.1.6. When it comes to board
level accountability, same trends are seen in the apparel industry as in the agricultural.
The only exception is that Tokmanni is the only company scoring 2 points in the indicator
A.2.1. Board discussions (A.2.2) were reported only by 3 companies and zero companies

reported any incentive programs relates to human rights. For example, Tokmanni stated

that:
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Key personnel are covered by an incentive system that is based on the com-

pany’s success and the system includes a monetary reward and share-based

reward. (Tokmanni Group Corporation Sustainability Report, 2019.)

However, there is no disclosure about incentives related to Human Rights.

5.3 Theme B — Embedding Respect and Human Rights Due Diligence

Theme B consists of two sub-themes: embedding respect (10% weighting) and human

rights due diligence (15% weighting). The two themes are split into the following indica-

tors:

e B.1 Embedding respect for human rights in company culture and management

systems.
o B.1.1 Responsibility and resources for day-to-day human rights functions
o B.1.2 Incentives and performance management
o B.1.3 Integration with enterprise risk management
o B.1.4 Communication/dissemination of policy commitment(s)
* B.l.4.a Communication/dissemination of policy commitment(s)
within Company’s own operations
= B.1.4.b Communication/dissemination of policy commitment(s) to
business relationships
o B.1.5 Training on human rights
o B.1.6 Monitoring and corrective actions
o B.1.7 Engaging business relationships
o B.1.8 Approach to engagement with potentially affected stakeholders

e B.2 Human rights due diligence

o

B.2.1 Identifying: Processes and triggers for identifying human rights risks
and impacts

B.2.2 Assessing: Assessment of risks and impacts identified (salient risks
and key industry risks)

B.2.3 Integrating and Acting: Integrating assessment findings internally
and taking appropriate action

B.2.4 Tracking: Monitoring and evaluating the effectiveness of actions to

respond to human rights risks and impacts
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o B.2.5 Communicating: Accounting for how human rights impacts are ad-

dressed
5.3.1 Agricultural Industry

Agricultural industry average for theme B was 9,4% which again is quite low. Total score
for theme B was 25% and scores of companies in agricultural industry varied from 21,0%
(Neste) to 0% (Lumene, Hartwall, Sinebrychoff, Hesburger and Yliopiston Apteekki).
(Table 8.)

Table 9 Theme B Scores for Agricultural Products (0-25%)

Company B
B.1.1|B.1.2|B.1.3|B.1.4.aB.1.4.b/B.1.5|B.1.6/B.1.7|B.1.8|B.2.1|B.2.2|B.2.3|B.2.4/B.2.5
Name TOTAL
Neste** | 2,0 | 0,0 | 2,0 | 1,5 L5 [2011,5120]05]20]20120]20]10]| 20,8
S Group*| 1,5 0,0 | 2,0 | 1,0 L5 [1,0120120]00]20]20]|201]20]15] 203
Kesko* | 1,0 | 0,0 | 0,0 | 1,0 LS (1011,511,5]105(20]20]|20]|1,0]|1,0] 17,3
Alko 1,500 (10| 1,0 LS (1,011,5120]05]1,5(20]|20] 1,0 1,0 164

Lidl Su-

) 1,0 10,0 (0,0 0,0 1,5 [1,0105(20(001]201(20(20]1,0]|1,0| 16,4
omi*

Paulig 20100(00(| 1,0 | 2,0 [20(1,5(20]0,0]20]20]|10(0,0(0,5]| 15,1

Meira | 0,510,020 00 | 0,5 [0,0[05|15]|05]|201{201]201|0,0(0,5]| 14,0
Valio 00[00(1,0| 00 | 0,5 |0,0(05|1,0|05]|1,5{20]1,0](1,0](20]| 12,9
Vaasan | 1,510,020 1,0 L5 (1,0 1,5]1,0{00]15]1,0(1,0]|1,0]0,0]| 11,9

Altia | 1,5] 0,0 | 0,0 | 0,0 L5 (00|1,0|1,5{00]1,0]1,0(0,000]05]| 78
Raisio ,5/100(00( 10 | 0,5 [20(1,0|1,5]|05]|20]00]|001]001(05]| 77
Arvid

1 1,0]0,0]001] 00 L5 {0,0)05]00(00]05]10(10/00]05]| 6,6
Nordquist

Apetit | 1,5]0,0[20] 1,0 | 1,5 [1,0[05]1,5[1,0[05]0,0][00]00[00] 6,5
Fazer 1,0(00[10] 1,520 [00[1,0[/1,5[05[00[00]1,0[00]00] 63
Atria 000020 1,0 1,5 [1,0/10[1,5]05]05[00]00][00][05] 63

Saario-
] 0,0(001]00]| 0,0 1,0 (001,011,500 1,01]0,0]0,0]0,0]0,5 4,6
inen

HKScan | 1,0 1 0,020 20 | 0,5 | 1,0|10]0,0]05|0,5]|0,0/|007]0,0]0,0]| 45

Yliopis-
ton 0,0(00(00| 00 | 00 [0,0(00|00]|00]00]001]0,07]0,01(00]| 0,0
Apteekki
Lumene | 0,0 | 0,0 0,0 0,0 | 0,0 |0,0|0,0]0,0]0,0(0,0]0,0/|007]0,0]0,0]( 0,0
Hartwall | 0,0 | 0,0 | 0,0 | 0,0 | 0,0 | 0,0|0,0]0,0]001/0,01]0,0/|001]0,0]0,0]( 0,0
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Company B
B.1.1/B.1.2|B.1.3|B.1.4.2|B.1.4.b|B.1.5|B.1.6/B.1.7|B.1.8/B.2.1|B.2.2|B.2.3|B.2.4|B.2.5
Name TOTAL
Hes-
0,0001]00| 00| 00 {00]001]001]00]001|0,01]0,0/|007]00]| 0,0
burger
Sinebry-
0,0001(00| 00| 00 {00]001]001]00]001|0,01]0,01|00]00]| 0,0
choff
Total average 9,4

The first indicator in theme B is responsibility and resources for day-to-day human
rights functions. Only two companies, Neste and Paulig) score 2 points on this indicator.

For example, Paulig states on its website that:

At Paulig, sustainability is part of our daily work, and practical actions are
a responsibility of the business management. Finally, the responsibility for
our sustainable development work is with the Group Management Team
where the sustainability work is led by the SVP, Communications & Sustain-
ability. The Group CEO and Board review and approve the policies and key

projects and objectives related to sustainable development.

The sustainability team led by the Director, Sustainability and Public Affairs
guides our actions towards our aim of being a sustainable frontrunner of the
food industry. The sustainability team identifies key development areas and
creates shared objectives for all Group functions, monitors the progress of
the plans and measures the results. They support the rest of the organisation
in their joint sustainability work and linking it with daily business opera-

tions. In addition, they manage stakeholder cooperation and reporting.

Our sustainability work is based on Paulig’s common values and mission,
and it is steered by management systems, ethical principles and Paulig
Group's Code of Conduct for Suppliers. Sustainability topics are reviewed
regularly throughout the organisation. (Paulig — Managing Sustainability,
2020.)

In comparison we have Fazer who scored only one point on the indicator B.1.1 since

we were unable to find information on day-to-day human rights functions:

Fazer’s Group Management Team (GMT) approves this policy, while Fazer

Group’s Head of Corporate Responsibility is responsible for reviewing com-
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pliance with the Human Rights Policy on an annual basis. Any non-compli-
ance with this policy will be brought to the attention of the GMT. The Group
Corporate Responsibility Team reviews and updates the Human Rights Pol-

icy. (Fazer Human Rights Policy, 2021.)

All companies fail to report any incentives to senior managers linked to implemen-
tation of company’s human rights policy commitments or goals so all score zero points
on indicator B.1.2. Only seven companies integrate attention to human rights risks into
their enterprise risk management systems and assess the adequacy of that system in man-
aging human rights (B.1.3). For example, HKScan considers human rights risks as oper-
ational risks and states that it is Audit committees’ task to monitor the efficiency of their
risk management system and HR risk management is included in operational risk in the

risk management system:

HKScan’s risk management has identified risks related to human rights in
work safety management and in inappropriate treatment of employees. Work
safety risks are managed through work safety campaigns, training, and by
ensuring that work guidelines are followed. HKScan has zero tolerance for
any kind of inappropriate treatment of employees and has in place guide-
lines related to inappropriate treatment. Ethical risks in the supply chain
are managed in the risk evaluation of the sourcing process. (HKScan - Risk

management and risks, 2020.)

The tasks of the Audit Committee of HKScan'’s Board of Directors include,
among other things, the following: * to monitor the reporting process of fi-
nancial statements; * to supervise the financial reporting process, * to moni-
tor the efficiency of the Company’s internal control, internal auditing and

risk management system. (HKScan Annual Report 2019)

Indicators B.1.4.a and B.1.4.b have to do with how companies communicate their
human rights policy commitments within companies” own operations and to business re-
lationships. HKScan is the only company that scored 2 in B.1.4.a, with the following

disclosure:

In 2018 HKScan updated its Code of Conduct, which covers human rights,
employee rights, ethical business principles, such as the prevention of cor-
ruption and bribery, open and credible communications, and responsibility

for the environment, animals and product safety. The Code of Conduct was
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communicated to personnel in all of the company’s operating countries, but
the additional training was moved from 2019 to 2020 because of the rollout

of the organizational changes.

We engage in active and transparent collaboration with our stakeholders.
Open dialogue ensures that we are aware of our stakeholders’ expectations
and that we also develop our own business operations actively. The figure
above summarises examples of the expectations of HKScan's stakeholders.
HKScan’s key stakeholder groups are consumers, customers, producers, em-
ployees, shareholders, investors, financiers, business partners, authorities,
media and opinion leaders. HKScan has well-established practices for con-
ducting dialogue with its stakeholders, making it easy for representatives of
various groups to pose questions, make proposals, and give feedback to the
company. Examples of interaction channels include customer and other
stakeholder meetings and country-specific consumer services. HKScan also
gains valuable insights through customer satisfaction surveys and brand
reputation surveys. -- We have a whistle-blower channel through which both
internal and external parties can report, for example, any suspected viola-

tions of the Code of Conduct. (HKScan Annual Report 2019.)

HKScan’s code of conduct was available in 8 languages which are all the languages
of countries they have operations in. Companies scoring 1,5 or 1 did not mention either
local communities or potentially affected stakeholders or they did not disclose how they

ensure that their policies are communicated to the intended audience. For example,

Apetit:

The Apetit Group Code of Conduct guides operations in all Group business
segments and all operating countries. Apetit requires that all of its employ-
ees comply with the Code of Conduct and suppliers comply with the Supplier
Code of Conduct.

Our goal is to: -- Increase employees’ knowledge of the company’s Code of
Conduct with training and to require all employees to approve the ethical
operating principles in writing and to operate in accordance with them.

(Apetit — Code of Conduct, 2020.)

Companies were better on average better at communicating their policies to their
business partners than to their own employees or other stakeholders within their opera-

tions. 12 companies scored 1,5 or more in indicator B.1.4.b compared to just 3 in B.1.4.a.
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In indicator B.1.4.b the most common reason of companies not scoring 2 points was that
companies failed to require their suppliers to cascade the contractual or other binding

requirements down the supply chain. For example, Vaasan (Lantméinnen) stated the fol-

lowing:

On indicator B.1.5 Training on human rights, we required than companies must im-
ply that all workers are being trained on human rights to gain a score. With this strict
criterion, only 3 companies scored 2 points on this indicator which means that they train

their workers and relevant AG managers including procurement on human rights issues.

Enforcement of this Supplier Code of Conduct is important to Lantmdnnen’s

business.

o [t is the supplier’s responsibility to ensure that the content of this Supplier
Code of Conduct is implemented. We also expect all suppliers to have ap-
propriate procedures to ensure that their own suppliers of products and ser-
vices are in compliance with the content of our Supplier Code of Conduct.

(Lantméannen Supplier Code of Conduct, 2016.)

The Supplier Code of Conduct is an integrated part of the purchase process.
Our suppliers commit to comply with the Code of Conduct by having it at-
tached as an appendix in our supplier agreements and it must be included as
a contract clause when a new agreement is signed or when the conditions of
the existing agreement is renegotiated. (Lantminnen — Supplier Portal,

2020.)

Below you can find Neste’s disclosure:

During 2019, all new employees were required to complete Code of Conduct
online training. Trainings on anti-corruption, competition law compliance,
and trade sanction compliance were conducted with defined target groups,

such as sales and procurement teams.”

In 2020, to have all new suppliers to commit to the requirements of the re-
newed SCoC, all renewable raw material suppliers assessed against the re-
quirements of the new SCoC, and all purchasing personnel trained on the
new SCoC requirements. Long-term target: Everyone supplying raw materi-
als or services to us will meet the Neste Supplier Code of Conduct or similar

requirements. (Neste Annual Report 2019.)
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In comparison, Atria scored only 1 point with this disclosure since there was no in-
formation found about training relevant managers like procurement on human rights is-

Sues:

The Code of Conduct concerns all Atria employees in all business areas.
Employees are provided with training to comply with the Code of Conduct
in line with a training plan.” — “...as well as by preparing an annual train-

ing plan covering the whole of our personnel. (Atria Annual Report 2019.)

A total of 17 companies disclosed information on corrective actions to score at least
0,5 points on indicator B.1.6. The indicator required information on how the company
monitors implementation of its human rights policies covering their suppliers as well.
Companies must also describe their corrective action process and number of incidences
and provide an example and disclose the proportion of the supply chain monitored. S

Group gave the most comprehensive disclosure on this indicator scoring 2 points:

According to the management model, the SOK Responsibility unit regularly
reports key risks related to human rights, key figures and the most signifi-
cant selected projects to SOK’s Executive Board and senior management.

SOK’s Executive Board approves principles and commitments related to hu-

man rights. SOK’s units and subsidiaries evaluate key risks related to each
business area and preventive measures. The units are also responsible for

key preventive and corrective measures related to human rights. Human
rights are one of the four main themes of our sustainability programme. The
goals, measures and projects related to human rights are determined in co-
operation with the business operations. The most important goals have been

integrated into our sustainability programme

When monitoring our goods suppliers, we pay special attention to countries
with the most significant risk of labor and human rights violations. Accord-
ing to the amfori BSCI, such high-risk countries include several countries in
Africa, Asia and South and Central America, as well as certain European
countries. We purchase from audited suppliers in high-risk countries. Audits
refer to factory inspections, such as amfori BSCI audits or equivalent third-
party audits. In the amfori BSCI system, independent auditors inspect pro-
duction plants to ensure that the criteria of the Code of Conduct are met in
practice. Audits cover, for example, working time and occupational safety

practices, as well as the payment of the statutory minimum wage.
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In 2019, the most significant development needs detected during the amfori
BSCI audits were related to management and working time practices and
safety at work. If the audit score is low, the factory will draw up a plan for
corrective measures. A new audit will be performed to monitor compliance
with the plan. Cooperation with the partner will not be discontinued, as do-
ing so would not help the workers’ situation at the factories and on the
farms. Cooperation is the best way to improve operations. This is also
backed by the results of the initial and follow-up audits. To help goods sup-
pliers improve their operations, the amfori BSCI provides training on cor-
recting typical issues detected during audits. We encourage our suppliers to

participate in such training.

There was one Zero Tolerance observation in the 2019 audits — that is, an
observation of child labor, forced labor or bribery, or safety defects causing
immediate danger. The Zero Tolerance observation concerned attempted
bribery in connection with a BSCI audit. The audit was discontinued, and
the amfori BSCI started an investigation in line with its Zero Tolerance Pro-
tocol. S Group participated in the investigation. After the incident, the fac-
tory has prepared guidelines concerning bribery and has provided its em-
ployees with training on the guidelines. In addition, representatives of the
factory participated in training provided by the amfori BSCI on ethical busi-
ness operations in the autumn of 2019. A new audit has been conducted at

the factory, and the score was C.

Of the direct purchases of 'S Group’s private label and import products from
high-risk countries, 98% (2018: 94%) are audited. Because of the corona-
virus epidemic, we have not received the latest updated audit results for a
few factories from our Chinese partners. This missing information is in-

cluded in purchases from non-audited suppliers. Our goal is to audit all
high-risk country suppliers of private label products through amfori BSCI

audits or equivalent third-party audits. (S Group and Responsibility 2019.)

13 companies score 1,5 or more points in indicator B.1.7 which means that 13 com-
panies take human rights considerations into account when deciding to engage or termi-
nate supplier relationships. Indicator B.1.8 requires company disclosure on an approach
to engaging with affected stakeholders on a regular basis. For this indicator it is critical
that the engagement includes workers or local communities in company’s supply chain

to gain any points. Majority of companies score 0 or 0,5 points which is due to the fact
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that almost all companies fail to either tell how they have identified their key stakehold-
ers, or they do not include workers or local communities in their supply chains as key
stakeholders.

The latter sub-theme of theme B is about due diligence. The indicators in theme B.2
consists of identifying the human rights risks, assessing those risks and their impact, in-
tegrating the findings and taking action and then monitoring and tracking the effective-
ness of actions taken. In addition to that, the last indicator is about how companies com-
municate externally the ways they have addresses their human rights impacts. Its score is
basically determined based on scores in indictors B.2.1 to B.2.4. Meira (part of MZGB)
is one of the companies scoring 2 points in the first due diligence indicator B.2.1 with the

following disclosures:

Safety in the workplace, employee health and maintenance and improve-
ments to working environments have always been guiding principles for the
policies of companies belonging to the Group, particularly as regards pro-

duction companies. -- To monitor health and safety issues, Meira has cre-

ated a Health and Safety Committee, chaired by an external Safety Man-

ager, who coordinates the activities and processes of the company from a

health and safety point of view and prepares a risk assessment report.

To ensure ongoing improvement, Meira has updated its supplier assessment
and monitoring systems to take into account some social issues concerning
labor practices, human rights and social impact. In particular, the company
has integrated the BSCI principles (Business Social Compliance Initiative),
one of the most important supply chain management systems that support
companies in the process of assessing the social compliance of their supply
chains. The assessment for coffee suppliers is standardised on the basis of
the certification criteria of the European Coffee Federation global platform.
Finally, Finnish subsidiary Meira has also developed guidelines relating to
procurement practices, which articulate the commitments of the company to
pursue ethical principles along its entire supply chain and to guarantee re-
spect for the environment by adopting sustainable business solutions, also in

co-operation with its business partners.

Four assessments on human rights were conducted among companies in the
Group in Italy, USA and the Kauai plantations during 2019. [GRI 412-1]
(MZBG Sustainability Report 2019.)
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Most companies did fairly well in identifying, assessing and even integrating and
acting on their human rights findings, but when it comes to tracking and evaluating the
effectiveness of actions to respond to human rights risks and impacts, majority of com-
panies failed to do that. Actually, only 2 companies managed to get full score on indicator

B.2.4. Below you can find Neste s disclosure on indicator B.2.4 that scored them 2 points.

We recognize that our business and extended supply chain is not static but
continually evolving. As a result, we are committed to regularly review our
human rights risks to ensure our due diligence activities address the root

causes of adverse human rights impacts in our operations and value chains.

From 2015 to 2016, we partnered with Business for Social Responsibility
(BSR) to carry out social and labor studies for our palm supply chains in
Malaysia and Indonesia. To share the results of these studies with our sup-
pliers, we organized in-person workshops which served as a platform for
open discussion. Building on the success of this, we now host annual sus-
tainability workshops to engage our palm suppliers in open dialogue on sus-
tainability topics and advance capacity building on human rights. Since
2018, our third-party suppliers have also attended the workshop, in addition
to direct suppliers. (Neste - Human rights in our supply chain, 2020.)

5.3.2 Apparel Industry

When it comes to the apparel industry, the industry average on theme B is 9,7% which is
slightly higher than for the agricultural industry (9,4%). Total score for theme B was
25% and scores of companies in agricultural industry varied from 18,6% (Tokmanni) to
0,7% (Verkkokauppa.com). (Table 9.)

Table 10 Theme B Scores for Apparel (0-25%)

B
Company |B.1.|B.1.|B.1.|B.1.4.|B.1.4.|B.1.|B.1.|B.1.|B.1.|B.2. |B.2. |B.2. |B.2. | B.2.
TOTA
Name 1 2 3 a b 5 6 7 8 1 2 3 4 5 L
Tok-

1,510,020 10 L5 120|15(15105(20(20(20]|1,0)|10/| 18,6

manni**

Stockmann | 2,0 [ 0,0 [0,0] 1,0 | 1,5 [00]20[1,5]05[1,5]20[20]1,0[1,0] 171
Marimekko | 1,5 [ 0,0 [ 1,0 1,0 | 1,5 | 1,505 ] 1,5[00]20[20]20[10] 1,0 17,3
Stadium | 0,0 [ 0,0[0,0] 0,0 | 0,5 [00]0,5[20][00[20]20[20]1,0[05] 14,1
Fiskars 150020 1,0 1,5 [10[1,0[15[05][20[1,0[00][00]0,5] 11,3
Finlayson | 0,0 [ 0,0 [0,0] 0,0 [ 0,5 [00[05[1,5]05][1,0[05][0,0[00]0,5] 54
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B

Company |B.1.|B.1.|B.1.|B.1.4.|B.1.4.|B.1.|B.1.|B.1.|B.1.|B.2.|B.2.|B.2. | B.2. | B.2.
TOTA

Name 1 2 3 a b 5 6 7 8 1 2 3 4 5 L
Partioaitta | 0,0 | 0,0 | 0,0 | 1,0 1,5 100(05(1,0]0,0]00]0,0/|0,01(0,0]0,0 2,5
Verkko-
kauppa.com| 0,0 | 0,0 | 1,0 | 0,0 00 100/05(001(001]00]001]0,01|0,0]0,0 0,7
*
Total average 9,7

Only half of Apparel companies scored any points in the first indicator and Stock-

mann was the only company with a full score due to disclosing the following:

The CSR Steering Group approves guidelines, sets CSR ambition and de-

fines CSR projects which are implemented with the help of normal manage-

ment systems. The CSR strategy is developed and followed up in the Steering
Group and approved by the Stockmann Management Team. Separate work-

ing groups are set up as necessary to prepare or implement the issues or de-
cisions that have been dealt with by the CSR Steering Group. Stockmann’s
Communications and CSR function is responsible for development, coordi-

nation and reporting of the Group’s CSR activities. (Stockmann CSR Report

2019.)

Our local CSR specialists provide training and support to suppliers and fac-
tory owners, to help them make improvements in line with our Code of Con-
duct and environmental requirements, and they also perform announced and
unannounced audits. Our local production and quality controllers also visit
the production units on a daily basis to ensure that conditions meet our re-
quirements, and they report on any suspected violations of the Code of Con-

duct. (Stockmann - Buying practices, 2020.)

Three other companies scoring 1,5 failed to disclose how the day-to-day responsibil-

ities within their supply chains is managed which is why they fell 0,5 short. Like in the

agricultural industry, all companies in the apparel industry failed to report any incentives

to senior managers linked to implementation of company’s human rights policy commit-

ments or goals so all score zero points on indicator B.1.2. In the apparel sector half of

the companies integrate attention to human rights risks into their enterprise risk manage-

ment systems and assess the adequacy of that system in managing human rights (B.1.3).

The key difference between companies scoring two and companies scoring one was that
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we did not find a statement from Marimekko saying that an audit committee or other
independent third party is assessing the adequacy of the enterprise risk management sys-

tems in managing human rights. Marimekko only states that:

The Management Group sets targets and follows the progress on a bi-an-
nual basis. Risks related to sustainability matters are addressed as part of
consolidated risk management and presented as part of the Report of the

Board of Directors. (Marimekko - Managing sustainability, 2020.)

Whereas Fiskars states that:

Supplier sustainability audits help us to assess and control human rights
topics in our supply chain. Human rights related risks are mainly seen as
financial, compliance and reputational risks, but Fiskars Group also sees
them as an operative risk. The main risks for us are the incompliant man-
agement of our suppliers and the inability to also cover their suppliers. Cur-
rently, we are managing the effectiveness of the human rights management
approach by following our risk management and incidents of noncompli-

ance.

According to the Committee Charter the Audit Committee is responsible for
the following activities: * Monitoring and reviewing the financial statement
reporting process * Monitoring the efficiency of the Company’s internal con-
trols, internal auditing, and risk management. (Fiskars Group Sustainability

Report 2019.)

As seen with agricultural industry, companies in apparel industry perform better on
indicator B.1.4.b than B.1.4.a. The highest scores for indicator B.1.4.a was 1 which
demonstrates that companies have ways to communicate their human rights policies to
their employees but do not disclose how they do that to external stakeholders like local
communities or potentially affected stakeholders. None of the companies in apparel in-
dustry scored 2 points in indicator B.1.4.b for the same reason as agricultural companies:
no clear statement of requiring suppliers to cascade the contractual or other binding re-

quirements down their supply chain. See for example, Partioaitta’s disclosure:

1t is the responsibility of Fenix Outdoor’s suppliers and other business part-

ners to inform their subcontractors about Fenix Outdoor’s Code of Conduct
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and to ensure that it is implemented in every factory and workplace that pro-
duces, finishes packs or otherwise handles goods or performs services for

Fenix Outdoor AB.

The implementation of this Code of Conduct is the responsibility of every
Fenix Outdoor employee, manager and business partner. The implementa-
tion is ensured through: All employees sign this Code of Conduct to affirm
that they have read and understood it. The code is included in all contracts

with suppliers. To ensure understanding throughout the supply chain, the

Code is translated into every major language where Fenix Outdoor does
business. Targets will have to be set by all Fenix Outdoor entities and clear
reporting requirements will be given in the respective work instructions. Fe-
nix Outdoor reserves the right to amend or modify The Fenix Way and the

Code of Conduct at any time, and from time to time.

We consider the principles and requirements of the Code of Conduct for Fe-
nixQutdoor Suppliers to represent a minimum standard for sustainable sup-
plier management, thereby observing the fundamental principles of the UN
Global Compact. The Code of Conduct for Fenix Outdoor Suppliers forms
the basis for our business relationships and is therefore an integral compo-
nent of our contracts with our suppliers. (Fenix Outdoor Group — Fenix Way

(CoC), 2012.)

When it comes to training on human rights (B.1.5), only three companies disclose

enough to score 1 or more points. Below we have a statement on human rights training

from Tokmanni (2 points):

In 2018, the Code of Conduct, the associated intranet course (e-learning)
and policies were updated to reflect the newly set values and principles. In
2019, we further modified the e-learning. Due to a delay in the update, the
training was only completed by part of our headquarter’s staff in 2019. The

e-learning is mandatory for all, and the staff working in our stores and in
the warehouse will complete the updated e-learning in Q1 2020. The course

will also become a compulsory part of the introduction of new employees.

Tokmanni Board Members and the employees of the sourcing company lo-
cated in Shanghai will also undergo the training and sign up to comply with
our shared rules. The Executive Group and crucial employees have received

additional training on anti-corruption, trade sanctions and competition law
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score at least 0,5 points on indicator B.1.6, which as a minimum requires disclosure on

must also describe their corrective action process and number of incidences and provide

an example and disclose the proportion of the supply chain monitored. Stockmann gave

in 2017 and in 2018. In 2019, we updated our sanctions and corruption
guidance and will train our purchasing and sourcing professionals on the

updates in 2020. (Tokmanni Group Sustainability Report 2019.)

All the companies disclosed information on monitoring and corrective actions to

how a company monitors its implementation of its human rights policies. Companies

the most comprehensive disclosure on this indicator being the only company scoring 2

points. The reason it got a better score than others is that they disclosed their corrective

action process and the proportion of the supply chain monitored:

After each audit, be it an amfori BSCI audit, own audit or Accord inspec-
tion, an audit report with a corrective action plan is put together. Each task
on the corrective action plan is given a deadline and progress is monitored.

The amfori BSCI audits are conducted by internationally accredited inde-
pendent auditors. None of the factories producing for the Stockmann Group
received the audit result ‘unacceptable’ or were caught with zero-tolerance

issues. The main findings in the audits were non-compliance with the re-
quirements on working hours or allowing one day off every seven days, and
issues with health and safety, the management system and fair remunera-

tion. (Stockmann — Factory Audits, 2018.)

In the case of a human rights violation, we work together with the supplier
to remediate the victim. No new orders are placed until the violation has
been corrected and the victim has been compensated. Over the years, there
have been cases where a child under the minimum working age has worked
in a factory producing our products, and thus we have a method that has
been developed together with Save the Children for dealing with such a situ-
ation. The factory is responsible for compensation and for paying a salary to
ensure the child can attend school instead of, for example, moving to an-
other factory to work. The factory management meets with the parents of the
child to solve the issue. If possible, and in order to ensure that the family has
sufficient resources, an adult member of the family is employed to replace
the child. (Stockmann - Supplier assessment for labor practices and human

rights, 2020.)



Factories, where Stockmann’s own brand products are produced that are in
countries classified as high-risk by the amfori BSCI, are regularly audited
by our own audits, conducted by our own local personnel, and by amfori
BSCI, SEDEX and SA8000 audits conducted by a third party. (Stockmann
CSR Report 2019.)

Stockmann’s own brand garments were bought from around 90 (99) suppli-
ers and made in around 131 (142) factories. 58% of the producers were di-
rect and 42 % through our purchasing offices. * Stockmann’s home area
own brand products were bought from 61 (57) suppliers and made in 69
(54) factories. The majority, 94 % of the producers were direct. (Stockmann
CSR Report 2019.)
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Six companies score 1,5 or more points in indicator B.1.7 which means that the ma-

jority takes human rights considerations into account when deciding to engage or termi-

nate supplier relationships, yet most fail to provide information on how they work with

suppliers to improve human rights performance and provides an example. Stadium seems

to be the only exception on this indicator with a score 2:

During 2018/19, 93 (49%) of our 188 active factories were inspected on be-
half of Stadium. All the inspections generated a CAP, but two of the new fac-
tories inspected were not approved for business, as their standard was too
low and our scope for influence too small. Of the 95 CAPs, 94 (99%) related
to social aspects (most commonly overtime and insurance) and 31 (33%) to
environmental aspects (e.g. storage, handling and documentation of hazard-
ous chemicals). Arising from these CAPs, four suppliers have entered into a
more intensive improvement programme with ELEVATE and we are moni-
toring their progress. The purpose of the improvement plans is to ensure
that they take a proactive approach, guaranteeing human rights, workers’
rights and environmental protection, as well as preventing corruption in
practice — not just on paper. Together with our suppliers, we aim to act in a
transparent and respectful manner in all elements of our production chain
and work collectively for a sustainable future. This is what we call Fair

Play.

We believe that by continuing our work in developing countries, we can help
to reduce the inequalities in the world. Through a transparent dialogue with

our stakeholders and the communities in which we operate, we can promote



96

sustainable production. We are seeing signs of positive development: this
year, for example, the statutory minimum wage for textile workers in Bang-

ladesh has been raised by 51%. (Stadium Sustainability Report 18-19.)

Indicator B.1.8 requires company disclosure on an approach to engaging with af-
fected stakeholders on a regular basis. For this indicator it is critical that the engagement
includes workers or local communities in company’s supply chain to gain any points. All
companies score 0 or 0,5 points since almost all companies fail to either tell how they
have identified their key stakeholders, or they do not include workers or local communi-
ties in their supply chains as key stakeholders.

When it comes to B.2 — Due diligence, the top 4 companies did fairly well in identi-
fying, assessing and even integrating and acting on their human rights findings, but when
it comes to tracking and evaluating the effectiveness of actions to respond to human rights
risks and impacts, majority of companies failed to do that. In fact, none of the companies
disclosed enough information to get a higher score than one. For example, Marimekko
scored 2 points on indicators B.2.1, B.2.2 and B.2.3 with the following disclosures:

B.2.1:

Marimekko’s due diligence process for human rights consists of careful sup-
plier selection and assessment, contractual obligations, questionnaires to
suppliers (for example regarding the origin of materials used), independent
third-party audits conducted mainly in factories located outside Europe (in
countries considered higher risk), monitoring through factory visits by
Marimekko employees, follow-up of corrective actions, training for
Marimekko’s sourcing department, external assessments and studying exter-
nal reports, as well as collaboration in industry organisations. (Marimekko

Financial Statements 2019)

During 2019, 13 amfori BSCI audits were conducted at Marimekko’s part-
ner suppliers’ facilities. None of the audits carried out during the year iden-
tified any zero-tolerance findings, such as indications of child labor or
forced labor, or imminent and significant risks to workers’ health. Most of
the findings in the audits concerned health and safety (43 percent), manage-
ment systems (17 percent), and worker involvement and protection (10 per-

cent). Corrective action plans were put in place where necessary, and the
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actions were monitored during factory visits. (Marimekko Financial State-

ments 2019)

B.2.2:

In 2018, we started a more comprehensive human rights impact assessment
process by conducting a third-party assessment that focused on our direct
suppliers. Marimekko’s due diligence process and ways of working were
also assessed. In 2019, we gathered stakeholder feedback about the impact
assessment by discussing the results with a few key stakeholders in Finland
and started implementing the recommendations from the assessment by de-
veloping our supplier questionnaires about material origins, arranging
training for sourcing teams on how to assess safety matters during factory
visits, and updating our factory checklist to ensure proper documentation of
the visits. In addition, we prepared a road map for how to continue the as-
sessment in Marimekko’s own operations and in the upstream and down-

stream value chain. (Marimekko Sustainability Review 2019.)

However, cotton is challenging to trace which also makes it challenging to
monitor the realization of human rights. The challenge is common to the in-

dustry. Child labor and forced labor still exists in certain cotton-growing

areas. In some cases, it is also possible that cotton originating from different
countries gets mixed with each other to conceal the true origin. (Marimekko

— Risks and opportunities, 2020.)

B.2.3:

Based on the third-party human rights impact assessment (HRIA) conducted
in 2018, a road map was prepared for how to continue the assessment in
Marimekko’s own operations and in the upstream and downstream value

chain. Training on how to assess safety matters during factory visits was ar-
ranged for Marimekko’s sourcing teams and an updated factory checklist
was prepared to be taken into use in 2020. The questionnaires sent to sup-

pliers about the origin of materials were developed based on the HRIA rec-

ommendations. (Marimekko Sustainability Review 2019.)

Also: The cotton we use comes from different parts of the world. However,
due to human rights violations related to cotton production in Uzbekistan
and Turkmenistan, we do not currently accept cotton from these countries in

our products and have signed the related cotton pledges maintained by the
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Responsible Sourcing Network (RSN). We require our suppliers to annually
provide information about the origin of the cotton materials they source for

us. (Marimekko Sustainability Review 2019.)

Following reports about human rights violations in cotton production in
Turkmenistan, we signed the Turkmen Cotton Pledge organized by Respon-
sible Sourcing Network in February 2019. (Marimekko Sustainability Re-

view 2019.)

When it comes to indicator B.2.4 all companies, Marimekko included, fail to provide
an example of lessons learned from tracking the effectiveness of their actions concerning

human rights. Continuing the due diligence disclosures from Marimekko (B.2.4):

In 2019 EU countries were covered by audits according to amfori BSCI or
other social responsibility systems. Marimekko employees carried out more
than 40 factory visits to our product and material suppliers’ premises. The
new supplier evaluation tool developed in 2018 was taken into use. We con-
ducted a survey on the use of renewable energy among our suppliers.

(Marimekko Sustainability Review 2019.)

As a conclusion we can see that in both industries, on average, companies scored
higher on the B.2 sub-there regarding human rights due diligence than what they did on
B.1 concerning how the companies” human rights policy commitments are embedded in

company culture and across their management systems.
5.4 Theme C — Remedies and Grievance Mechanisms

Theme C is divided into the following seven indicators, with varying weightings:

e C.1 Grievance channels/mechanisms to receive complaints or concerns from
workers (11%)

e (.2 Grievance channels/mechanisms to receive complaints or concerns from ex-
ternal individuals and communities (11%)

e (.3 Users are involved in the design and performance of the channel(s)/mecha-
nism(s) (22%)

e (.4 Procedures related to the mechanism(s)/channel(s) are publicly available and
explained (11%)

e (.5 Commitment to non-retaliation over concerns/complaints made (11%)
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e (.6 Company involvement with State-based judicial and non-judicial grievance
mechanisms (11%)

e (.7 Remedying adverse impacts and incorporating lessons learned (22%)
5.4.1 Agricultural Industry

Agricultural industry average for theme C was 2,3% which is really low considering that
the total score for the theme is 15%. Company scores varied from 7,9% (Neste) to 0%
(Lumene, Arvid Nordquist and Yliopiston Apteekki). (Table 10.)
Table 11 Theme C Scores for Agricultural Products (0-15%)

Company C

C.1 C2 C3 C4 C.5 C.6 C.7
Name TOTAL
Neste** 2,0 2,0 1,0 2,0 1,5 0,0 0,0 7,9
Fazer 2,0 2,0 0,0 1,0 1,0 0,0 0,0 5,0
HKScan 2,0 1,5 0,0 1,0 0,5 0,0 0,0 4,2
Lidl

1,5 1,0 0,0 1,0 1,5 0,0 0,0 4,2
Suomi*
Kesko* 2,0 0,0 0,0 2,0 0,5 0,0 0,0 3,8
Altia 2,0 0,0 0,0 1,0 1,0 0,0 0,0 33
S Group* 1,5 0,0 0,0 1,0 1,0 0,0 0,0 2,9
Valio 1,5 0,0 0,0 1,0 0,5 0,0 0,0 2,5
Paulig 1,5 0,0 0,0 0,0 0,5 0,0 0,0 1,7
Saario-

1,0 0,0 0,0 0,0 1,0 0,0 0,0 1,7
inen
Vaasan 1,5 0,0 0,0 0,5 1,0 0,0 0,0 1,7
Alko 1,0 0,0 0,0 0,0 1,0 0,0 0,0 1,7
Apetit 1,5 0,0 0,0 0,0 0,5 0,0 0,0 1,7
Hes-

1,0 1,0 0,0 0,0 0,0 0,0 0,0 1,7
burger
Raisio 1,0 0,0 0,0 0,0 0,5 0,0 0,0 1,3
Atria 1,5 0,0 0,0 0,0 0,0 0,0 0,0 1,3
Hartwall 1,0 0,0 0,0 0,0 0,0 0,0 0,0 0,8
Meira 0,5 0,0 0,0 0,0 0,5 0,0 0,0 0,8
Sinebry-

1,0 0,0 0,0 0,0 0,0 0,0 0,0 0,8
choff
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Company C
C.1 C2 C3 C4 C5 C.6 C.7

Name TOTAL
Yliopis-
ton 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0
Apteekki
Lumene 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0
Arvid

. 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0
Nordquist
Total average 2,3

Theme C.1 was the indicator with the highest score among companies with only three
companies not disclosing enough for even half a point. This indicates that the majority of
companies had some type of grievance channel or mechanism for workers to raise com-
plaints or concerns (including human rights issues) related the company. To score a 2 on
this indicator, company must disclose information on the practical operations of the chan-
nel like the number of grievances and describe availability in appropriate languages.
Neste, Fazer, HKScan, Kesko and Altia scored 2 points. Below is an example of Altia’s

disclosure on the matter:

Altia has a whistleblowing channel open to all stakeholders, maintained by
an independent third party. -- Altia has a whistleblowing channel main-
tained by an independent third party. The channel is open to all Altia em-
ployees and external stakeholders. All concerns raised, whether through the
channel or through other means, are investigated in accordance with an es-
tablished process to ensure accuracy, anonymity and fairness. (Altia Annual

Report 2019.)

Altia disclosed in their Sustainability Report 2019 the number of grievances related
to human rights reported through the whistleblowing channel, which was 0. Altia’s whis-
tleblowing channel is available in 7 languages, and they also require their suppliers to

have their own channels for grievance.

The supplier should use a system for employees to anonymously and reliably
report any defects and flaws observed in the responsibility issues of the com-
pany (so-called whistleblowing system) (Altia Code of Conduct for Suppli-

ers and Subcontractors, 2019.)
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Very few companies had grievance channels for the community as well, only 5 out
of 22 companies, but in all cases, it was the same grievance channel that was open for
own workers and external stakeholders. Only one company, Neste, disclosed information
on indicator C.3. None of the other companies involve users in the design and perfor-

mance of the channel. Even in Neste's case, the company only discloses enough infor-

mation for 1 point:

Recognizing the need for sustainable feedstocks in the supply chain, Neste is
further enhancing its Ethics Online to include grievances raised by stake-
holders throughout the supply chain, to log and monitor cases relevant to

deforestation, fire, human rights violations and so on, beyond Neste’s opera-

tions. (Neste Annual Report 2019.)

Not even half of the companies (9) describe how complaints or concerns are received,
processed, and addressed and how people making complaints are informed throughout
the process as well as how these may be escalated. Out of those 9 companies, Neste and
Kesko were the only one to score 2 points, which makes them the only ones describing

the escalation to senior levels. As an example, we have Kesko’s disclosure on C.4:
2. How to submit a message?

You can submit a message either by phone or on the web service. Whichever
system you choose, it is advised to write down your message beforehand so
that the message will be as clear as possible. -- You will receive a six-digit
case number. It is very important that you write it down. This case number
will enable you to come back later and read or listen to the response from
Kesko. --Within a week, a response from Kesko will be ready for you. If you
used the phone to leave your message, the response will be also be given on
the phone service. If you used the web service, you will get the response in
the web service. -- After you have heard the response on the phone, you can
immediately post a follow-up message. If you need some time to think, you
can hang up and call back another time. You can do the same on the web
page. You can either submit a follow-up message immediately or logout and

come back later.

Any messages submitted through the SpeakUp channel will be forwarded to
Kesko’s Group General Counsel, Chief Audit Executive, Vice President for
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risk management, and Senior Corporate Counsel. (Kesko - SpeakUp report-

ing channel, 2020.)

Disclosures of commitment to non-retaliation (C.5) were rather tenuous, with the
majority scoring either zero or 0,5 points. Companies scoring 0,5 on the indicator prom-
ised anonymity as a commitment to non-retaliation. Once again Neste is one of the top

scoring companies with 1,5 points, together with Lidl Suomi.

We take seriously any allegations that human rights are not properly re-
spected in our business or supply chains, and encourage individuals or com-
munities who have reason to believe such activity is taking place to raise
their concerns, without fear of retaliation, via the Neste Ethics Online.

(Neste — Human Rights, 2020.)

Neste is committed to work will all parties involved in grievances to resolve
the complaints and conflicts in their supply chain, through an open, trans-

parent and consultative process. Neste and its suppliers shall ensure access
to judicial remedy and to credible grievance mechanisms, without fear of

recrimination or dismissal. (Neste Responsible Sourcing (Principle), 2020.)

All companies in agricultural industry scored 0 points in both indicators C.6 and C.7.
This means that there was no evidence of any company involvement with State-based
judicial and nonjudicial grievance mechanisms nor did we find any company disclosing

how they would remedy adverse impacts they have caused.
5.4.2 Apparel Industry

Apparel industry performed poorly on theme C with an industry average score of 1,6%.
Company specific total scored varied from 4,2% (Stockmann) to 0,0% (Partioaitta). (Ta-
ble 11.)

Table 12 Theme C Scores for Apparel (0-15%)

Company C
C.1 C2 C3 C4 Cs5 C.6 C.7

Name TOTAL

Stockmann 2,0 1,0 0,0 2,0 1,0 0,0 0,0 5,0

Stadium 1,0 1,0 0,0 0,0 1,0 0,0 0,0 2,5

Fiskars 1,5 0,0 0,0 0,5 0,5 0,0 0,0 2,1

Marimekko 1,5 0,0 0,0 0,0 0,5 0,0 0,0 1,7
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Company C
C.1 C2 C3 c4 C5 C.6 C.7
Name TOTAL
Verkko-
1,5 0,0 0,0 0,0 0,0 0,0 0,0 1,3
kauppa.com*
Finlayson 1,0 0,0 0,0 0,0 0,0 0,0 0,0 0,8
Tokmanni** 1,0 0,0 0,0 0,5 0,5 0,0 0,0 0,6
Partioaitta 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0
Total average 1,6

Apparel industry follows the same trend as agricultural industry. Most companies

disclose enough information to score at least 1 point in indicator C.1. Stockmann was the

only company scoring 2 points, with the following disclosure:

Stockmann Group uses a group-wide whistleblowing reporting channel,
which is provided by an external partner. The channel is a tool for Stock-
mann’s own employees, as well as for business partners and other stake-

holders, to anonymously report any suspected or detected violations of the

Code of Conduct or other corporate policies using the channel. Stockmann’s

employees also have the possibility to report any suspicions to their supervi-
sor, their unit’s security manager, the company management, the legal de-

partment, or the Group’s Internal Audit. All whistleblowing reports and dis-
cussions are treated seriously and handled confidentially. All incidents are

reported to the Head of Internal Audit and to the Director of Legal Affairs.

In 2019, no severe incidents were reported through the channel. (Stockmann

Corporate Social Responsibility 2019.)

Only two companies (Stockmann and Stadium) had grievance mechanism open for

external stakeholders. Yet, they did not disclose the accessibility, availability in local lan-

guages nor did they state anywhere that they expect their supplier to have community

grievance systems or that their suppliers” communities can use the global system, which

is why they both scored only 1 point. None of the apparel companies involve users in the

design and performance of their grievance channel (C.3).

Only three companies do not score zero on indicator C.4, which means that the ma-

jority of apparel companies fail to describe how complaints or concerns are received,

processed, and addressed and how people making complaints are informed throughout
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the process as well as how these may be escalated. As an example, we have Fiskar’s

disclosure on C.4 worth half a point:

All suspected violations and occurrences of misconduct are handled confi-
dentially by our Internal Audit and Legal and Compliance functions. Rele-
vant other functions are engaged depending on the case, such as HR, to
solve the issues. Report on the misconduct cases is provided to the Board’s

Audit Committee. (Fiskars Group Sustainability Report 2019.)

Stockmann was the only company scoring two points on indicator C.4 with the fol-

lowing disclosures:

Your message is submitted easily and securely by following the instructions
in the form. After having sent your message you will receive an ID and a
password on the screen. Save these in a secure manner. You will remain

anonymous throughout this dialogue. Within 10 calendar days, we may post

a response or follow-up question for you.

At the end of the investigation, the findings will be reported to the Head of
Internal Audit and to the Director of Legal Affairs. In the event that the
Head of Internal Audit or the Director of Legal Affairs, or both, are subject
to an investigation or allegation, the CEQ, or other person appointed by the
company, will receive the report and decide on corrective measures. (Stock-

mann — WhistleB, 2020.)

Like agricultural companies, companies in apparel industry were lacking strong com-
mitment to non-retaliation (C.5), with the majority scoring either zero or 0,5 points. Com-
panies scoring 0,5 on the indicator promised anonymity as a commitment to non-retalia-
tion. Only two companies scored 1 point on indicator C.5.

All companies in apparel industry also scored 0 points in both indicators C.6 and C.7,
which means that there was no evidence of any company involvement with State-based
judicial and nonjudicial grievance mechanisms nor did we find any company disclosing

how they would remedy adverse impacts they have caused.
5.5 Theme D — Performance: Company Human Rights Practices

Theme D focuses on selected human rights related practices specific to each industry.

Indicators in this theme aim to evaluate the actual practices happening within companies
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to implement key enabling factors and business processes and to prevent specific impacts

on human rights that are particular to the industry.
5.5.1 Agricultural Industry

When it comes to the Agricultural industry, there are 20 indicators, with different weight-
ings varying from single, half and a quarter:
e D.1.1 Living wage
o D.I1.1.a Living wage (in own agricultural operations)
o D.1.1.b Living wage (in the supply chain)
e D.1.2 Aligning purchasing decisions with human rights
e D.1.3 Mapping and disclosing the supply chain
e D.1.4 Prohibition on child labor
o D.1.4.a Age verification and corrective actions (in own agricultural oper-
ations)
o D.1.4.b Age verification and corrective actions (in the supply chain)
e D.1.5 Prohibition on forced labor
o D.1.5.a Debt bondage and other unacceptable financial costs (in own ag-
ricultural operations)
o D.1.5.b Debt bondage and other unacceptable financial costs (in the supply
chain)
o D.1.5.c Restrictions on workers (in own agricultural operations)
o D.1.5.d Restrictions on workers (in the supply chain)
e D.1.6 Freedom of association and collective bargaining
o D.1.6.a Freedom of association and collective bargaining (in own agricul-
tural operations)
o D.1.6.b Freedom of association and collective bargaining (in the supply
chain)
e D.1.7 Health and safety
o D.1.7.a Fatalities, lost days, injury rates (in own agricultural operations)
o D.1.7.b Fatalities, lost days, injury rates (in the supply chain)
e D.1.8 Land rights
o D.1.8.a Land acquisition (in own agricultural operations)

o D.1.8.b Land acquisition (in the supply chain)
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D.1.9 Water and sanitation

o D.1.9.a Water and sanitation (in own agricultural operations)

o D.1.9.b Water and sanitation (in the supply chain)
D.1.10 Women’s rights

o D.1.10.a Women’s rights (in own agricultural operations)

o D.1.10.b Women’s rights (in the supply chain).

Total score for theme D is 20% but the agricultural industry average is only 3,4%

which is considered to be very low. Company specific scores vary from 8,0% (S Group)

to 0% (Hesburger, Lumene and Yliopiston Apteekki). All indicators, except D.1.2 and

D.1.3 are divided into a and b. Companies who have their own agricultural operations and

agricultural suppliers are expected to disclose information regarding both. If a company

does not have their own production and only uses suppliers, then they are only expected

to disclose information on b -indicators. (Table 12.)

Table 13 Theme D Scores for Agricultural Products (0-20%)

E:nn;- D.1.1|D.1.1|D.1|D.1D.1.4|D.1.4|D.1.5|D.1.5|D.1.5|D.1.5/D.1.6/D.1.6|D.1.7|D.1.7|D.1.8|D.1.8|D.1.9|D.1.9| D.1.1 [D.1.10 TET
Name a|b|2(3|.a|b|.a|b|ece|d|fa|lb|l.alb|.al|lb|.a|.b]|0a]|.b AL
S

Group* 1,0 [0,0|2,0 1,0 1,0 1,0 1,0 1,0 0,0 1,0 0,0 | 80
Kesko* 1,0 [1,0/0,0 1,0 0,0 1,0 1,0 0,5 0,0 1,0 0,0 | 7,7
[Neste*

\ 1,0 (0,012,0 1,5 1,0 0,0 1,0 1,0 0,0 1,0 0,0 | 7,4
Meira 1,0 [0,0/0,0 1,5 1,0 1,0 1,0 0,5 1,0 1,0 0,0 | 7,0
Paulig | 0,0 | 0,0 {1,0{1,0/2,0|1,5]05]0,5]1,0{05]|10(1,0]|10(05|00]00]0,0]05]| 00| 00| 64
ILidl

Su- 1,5 (0,010,0 0,5 0,0 0,0 1,0 1,0 0,0 0,0 1,0 | 53
omi*

Alko 1,0 (0,0/0,0 1,0 0,0 1,0 1,0 0,5 0,0 1,0 0,0 | 50
\Vaasan| 0,0 | 1,0 {0,0{0,0/ 0,5] 1,0 |0,5]0,0|1,0]0,0]20(10]|10(05|00]0,0]0,0]10]| 0,0 | 00 | 44
IHK Sca

" 0,51 1,010,0({0,0{05]05]|05|10|10]1,0]05[05]|10/0500]0,0]0,0]0,0] 00| 00| 34
[Fazer | 0,0 | 1,0 {0,0{1,0/ 0,5] 0,5 0,0 0,0|0,01]0,0]0,0(00]10(05]00]00]0,0]00] 00| 00| 25
Arvid

INordqu 0,0 10,0/0,0 1,0 0,0 0,0 1,0 0,5 0,0 0,0 0,0 | 2,5
ist

Atria | 0,0 | 1,0 {0,0{0,0| 0,5]0,5]0,0|0,0|00]00]05({05]|10(05]|001]0,0]0,0/[0,0/ 00| 00|23
\Valio | 0,0 | 0,0 {0,0{1,0/ 0,5] 0,0 |0,0|0,0|001]0,0]0,0(0,]1,0](00]/00]001]0,0]00] 00| 00| 20
Raisio | 0,0 | 0,0 {0,0{0,0| 0,5]0,5]0,0[0,0]00]00]0510]10(05]|00]0,0]0,010,0] 0,0/ 00 ] 2,0
Altia | 0,0 { 0,0 {0,0/0,0|/ 0,5 1,0]0,0|0,00,0[0,0100]|10(1,0]05]|0,0]0,0]00](00]| 00| 0,0} 2,0
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Com- D
D.1.1{D.1.1|D.1|D.1|D.1.4|D.1.4D.1.5|D.1.5|D.1.5|D.1.5|D.1.6|D.1.6(D.1.7|D.1.7|D.1.8/D.1.8/D.1.9|D.1.9| D.1.1 |D.1.10 TOT

an

pany a|lb|2|3|a|b|.a|b|lc|d|.a|b|.a|b|.a|l.b]|.a|.b]|o0a .b

IName AL

Saario-

A 0,0 { 0,0 |10,0/0,0{ 0,0|0,5(0,0100(00|00]05|05]|10]001]0,0]007/001]007]00 1|00 |13
inen

lApetit | 0,0 | 0,0 |0,0/0,0{ 0,5 0,5|0,0(0,000]00100]00]10]{0,01(00]0,0]|00]00]| 00|00 | 1,0
Hart-
all

0,0 10,0 ]0,0(0,0| 00|00 |0,/00]00|00]001]0010f00]0,0]00/0,0]00]| 00| 00 | 1,0

Sinebr
0,0 { 0,0 10,0(0,0/ 0,0 | 0,0 {0,0|0,0|00]|001]00]00]15]0,01]0,0]0,01/00]00]0,0 10,0 | 0,8
lychoff
'Y lio-
piston
0,0 { 0,0 |0,0(0,0/ 0,0 | 0,0 {0,0|0,0|00]|0,01]0,0]0,0]0,0]0,01]0,0]001/00]007]00 ]| 0,0 | 0,0
|Apteek
lki
ILu-
0,0 { 0,0 10,0(0,0/ 0,0 | 0,0 {0,0|0,000]0,01]0,0]0,0]0,0]0,010,0]0,01/001]007] 00| 0,0 | 0,0
mene
IHes-
0,0 {0,0{0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0 | 0,0
burger
TOTAL 34

First indicator in theme D is living wage. HKScan is the only company that discloses
any information related to wages in their own operations. With the following statement
they manage to score half a point since they do state paying their workers in line with

collective agreements but do not disclose how they determine “living wage”:

HKScan complies with existing laws and collective agreements, pays wages
in line with collective agreements or local legislation, and takes care of em-
ployer and other fees appropriately. We work in good collaboration with
employee representatives, and we promote the dialogue between employees

and employer. (HKScan Annual Report 2019.)

When it comes to indicator D.1.1.b, 10 out 22 companies score points on that indica-
tor which shows that companies are more likely to disclose requiring their suppliers to
pay living wages than they are reporting about their living wage practices. Most compa-
nies only include living wage requirements on their contracts with suppliers, but Lidl
Suomi also disclosed information on working with suppliers to improve their living wage

practices:

The relevant national employment legislation must be adhered to. Wages
and other benefits must, at their minimum, meet legal requirements, and/or
local standards as customary for the specific manufacturing sector, should

these be higher. Wages and other benefits are to be clearly defined and must
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be paid or provided regularly. The aim is to pay wages and provide other
benefits in order to cover the cost of living, should the legal minimum wage
alone be insufficient. Deductions for non- cash benefits are only permissible
to a small extent and must be proportionate to the value of the non-cash

benefit. (Lidl Code of Conduct)

A living wage should cover food, water, housing, education, health care,
mobility, clothing and other basic needs. It also includes saving for unfore-

seen situations.

In 2018, the average income of cocoa farmers in Ghana was 52% of the liv-
ing wage benchmark. Through our partnership with Fairtrade, the farming
cooperative Kuapa Kokoo and the NGO Rikolto, Lidl pays an additional
premium for every tonne of cocoa purchased from Ghana, that is used
within the Way To Go! Chocolate bar, which is in addition to the standard
Fairtrade premium. The project uses the ‘Fairtrade Living Income reference
price’, which represents a raw material cocoa price that enables small-
holder farmers or workers within the plantations to earn a living income or
a living wage. (Lidl - Ihmisoikeudet ja ympadristo: huolellisuusperiaate os-

totoiminnassamme, 2020.)

Indicators D.1.2 and D.1.3 are only ones not divided into own operations and supply
chain. They have to do with aligning purchasing decisions with human rights and map-
ping and disclosing the supply chain. None of the companies disclosed enough infor-
mation to get a full score regarding purchasing decisions. In fact, Kesko and Paulig were
the only two companies not scoring zero on indicator D.1.2, by giving their suppliers
incentives of longer contracts if they act with respect to human rights. Regarding indicator
D.1.3, most companies fail to map their suppliers and disclose it publicly. In fact, only 5
companies score on this indicator with Neste and S Group being the only two to score 2

points, by disclosing their supply chains on their websites. See Neste's disclosure:

We do not own any oil palm plantations, nor operate any palm oil refineries.
Instead, we source from carefully selected, responsible producers in Malay-
sia and Indonesia that are committed to certification and principles of sus-
tainability. All the palm oil we have used has been fully traceable to the
plantation level since 2007, and 100% certified since 2013. (Neste - Neste's
traceability dashboard, 2020.)
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Indicator D.1.4 consists of disclosure on child labor issues. It requires companies to
have a statement of prohibiting child labor, having mechanisms to verify workers age and
disclose corrective action procedures when a child is found working in their operations
or supply chain. On average, companies report poorly on child labor issues regarding own
operations. Out of 30 companies, 14 have own agricultural operations and out of those 5
score 0 points, 8 score 0,5 points and only Paulig discloses enough information to score
2 points. Companies scoring 0,5 is due to a statement made that they do not use child
labor. When it comes to indicator D.1.4.b, 16 companies score 0,5 or more, which means
that those companies at least have a statement (usually in supplier code of conduct, SCoC)
requiring suppliers to not use child labor. Meira, Neste and Paulig were the only compa-
nies scoring 1,5 points which means that in addition to child labor requirements in their
SCoC, they also disclosed information on how they work with supplier to eliminate child

labor. See for example Meira:

What is important to us is that children have the right to childhood, includ-
ing in Honduras. The schooling of collectors' children is increasingly sup-
ported by the state, companies and communities. National law allows work
from the age of 14, when primary school ends. In this case, some of the chil-
dren go to work and some continue their studies. (MZBG Sustainable Sourc-

ing Policy 2019.)

Parental education and commitment play an important role in children's
early childhood education and in ensuring the continuity of schooling. A
child labor prevention committee has been set up within the school built by
ADECAFEH and World Vision, with the involvement of parents. The Hon-
duran government program has also strengthened support for education.
World Vision aims to build 32 day-care places in the region and raise a new
generation of Hondurans to prevent emigration and strengthen future sus-

tainable development. (Meira - Kahvimatka Hondurasiin, 2019.)

Meira’s team visited the municipal school in Guascupuzca in the Marcala
coffee-growing area. The school's activities are developed together with the
parents' committee. Bon Café supports children’s day care and schooling.
Among other things, Bon Café has built a new school building in 2011 and
continued local support, for example by providing all children with school
supplies, but also with new toilets and renovations. (Meira - Kahvimatka

Hondurasiin, 2019.)
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Indicator D.1.5 discusses prohibition of forced labor and is divided into dept bondage
and restriction of movement. Only Paulig, Vaasan and HKScan disclose information re-
lated to forced labor concerning their own operations. Each company scored 0,5 points,
since they all reported that they pay workers regularly, in full and on time and do not
require workers to pay work related fees or costs but they did not provide information
about all workers receiving a pay slip with their wages explaining any legitimate deduc-

tions. See for example HKScan:

HKScan pays to its employees wages and benefits that meet national legal
standards or industry benchmark standards. HKScan recognizes that wages
enables employees to meet basic needs in their country of living. Employees
of HKScan receive information about their employment conditions in respect

to wages before they enter employment and to have them written down in
their employment contract. -- However, deductions from wages as a discipli-
nary measure is not permitted in HKScan. Deductions from wages are possi-
ble only if so provided by relevant national law or with express permission
from the employee concerned. -- HKScan does not accept any form of forced
labor, wage slavery, involuntary labor or modern slavery. Employees in
HKScan shall not be required to pay any deposit or be forced to hand over
their identity documents to their employer. (HKScan Code of Conduct,
2018.)

When it comes to dept bondage concerning company s supply chain, only 5 compa-
nies disclose information to score 0,5 or 1 point. To score one point, companies must have
a statement where they require that their suppliers refrain from imposing any financial
burdens on workers or elaborate how they work together with suppliers on this matter. As

an example, HKScan’s CoC applies to their suppliers as well and there they state:

HKScan does not accept any form of forced labor, wage slavery, involuntary
labor or modern slavery. Employees in HKScan shall not be required to pay
any deposit or be forced to hand over their identity documents to their em-
ployer. Employees in HKScan are free to terminate employment in accord-
ance with applicable local laws and collective agreements. (HKScan Code

of Conduct, 2018.)

Concerning indicator D.1.5.c, only three companies had a statement saying they do
not restrict their workers movement in their own operations by retaining workers” per-

sonal documents. For example, Vaasan:
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“o No form of forced labor or work connected with any form of penalty is

permitted.

e No employee shall be forced to hand over valuables or identity papers to

the employer. (Lantmidnnen Code of Conduct, 2015.)

Also, HKScan states that:

Employees in HKScan shall not be required to pay any deposit or be forced
to hand over their identity documents to their employer. Employees in
HKScan are free to terminate employment in accordance with applicable

local laws and collective agreements. (HKScan Code of Conduct, 2018.)

Only 6 companies publicly require their suppliers to refrain from restricting workers’
movement. Meira (MZBG) published comprehensive requirements concerning this mat-

ter:

6. Workers have the liberty to move around their working premises and to

leave said premises after completing the standard working day.

7. Workers have the right to always have in their possession personal docu-
ments, unless expressly required by law for obtaining work permits. In the
latter case, the employer must ensure that employees can access and re-
trieve all personal documents at any given time. (MZBG Sustainable Sourc-

ing Policy, 2019.)

Unfortunately, all companies failed to provide proof of progress on issues concerning
forced labor so none of the companies scored more than 1 point on any of the indicators
in D.1.5.

Indicator D.1.6 concerns freedom of association (FoA) and collective bargaining
(CB). When it comes to companies with also own agricultural operations, six companies
have statements of respecting the right of all workers to form and join a trade union of
their choice, yet most do not prohibit intimidation or retaliation against workers that seek
to exercise these rights which leads to majority scoring only 0,5 points. As an exception,

Paulig scored 1 point with the following statement:

All employees shall have the right to form, join and organize trade unions of

their choice and to bargain collectively on their behalf with the supplier.
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The interests of the employees shall be respected without the fear of threats
or harassment. In situations where the right to freedom of association and
collective bargaining is restricted by applicable laws and regulations,
Paulig expects suppliers to allow alternate forms of freely elected and effec-
tive worker representations. (The Paulig Code of Conduct for Suppliers,

2018.)

Vaasan was the only company disclosing the percentage of its workforce whose

terms and conditions of work are covered by collective bargaining agreements:

There are several different collective agreements for manual and non-man-
ual workers within Lantmdnnen. In Sweden, 99 percent of the employees are
covered by collective agreements. For the total Group, the figure is about 73

percent. (Lantmidnnen Annual Report 2019.)

When it comes to FoA and CB requirements concerning the supply chain, 14 com-
panies include freedom of association and collective bargaining requirements in their con-
tractual arrangements with suppliers or SCoC. Yet, many did not include the prohibition
of intimidation, harassment, retaliation and violence against union members and union
representatives, which is why 8 companies scored only 0,5 points on indicator D.1.6.b.
Only 6 companies met both criteria and scored 1 point on the indicator. Below is a

statement by Lidl Suomi awarding them 1 point:

The employees’ rights to found and join organisations and to take collective
action as permitted by national legislation and regulations and ILO conven-
tions must not be limited. Employees must not be discriminated against for

exercising these rights. (Lidl Code of Conduct, 2021.)

See also Raisio’s statement:

The Supplier shall not-- persecute, discriminate and/or harass anyone based
on any reason, such as -- political opinions, union membership. (Raisio Sup-

plier Code of Conduct, 2021.)

On indicator D.1.7 the companies are expected to disclose quantitative information
on health and safety, like injury rate, fatality rate, lost days or near miss frequency rate,
related to their own workforce or suppliers’ workers. Companies were better at reporting
health and safety issues concerning their own operations than about their supply chain.

All companies with own agricultural operations scored 1 or more points except Lumene
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and Yliopiston Apteekki. This means that the majority of companies disclosed numbers
related to injury rates, lost days, near miss frequency rates and fatalities. In this indicator
we decided that it was safe to assume that no disclosure on fatalities meant that there did
not occur any fatal incidents to report, so companies disclosing other information scored

1 point even if they did not report fatalities. See for example, Fazer:

We have continued to improve quality, occupational health and safety and
environmental (QEHS) responsibility through internal programmes and
thirdparty certifications of our management systems. Our lost time accident
frequency increased by 4.3% from 2018. The year 2019 saw significant ef-
forts put on safety communications across the company. Work has been
done to address key issues through regular safety council meetings, safety
reviews and active communication. Safety observations increased by 27%
from 2018. We started implementing a group-wide safety system and safety
culture development to ensure that safety risks and near misses are proac-
tively identified. The first rollout was done in Finland, and the planning of
new country rollouts is ongoing. We will continue to build safety culture

aiming for zero accidents. (Fazer Group Annual Review 2019.)

Surprisingly, one of the companies with the lowest overall CHRB scores had the
highest score on this indicator: Sinebrychoff scored 1,5 points, being the only company
who also disclosed their targets related to rates of injury, lost days and fatalities for the
reporting period. According to them, their target for 2019 was to reduce workplace acci-
dents from 9 to 4 but they did not quite reach their goal since 6 accidents occurred. When
it comes to health and safety within the supply chain, 14 companies score 0,5 points which
is the highest score on this indicator. This indicates that most companies have clear health
and safety requirements in their contractual arrangements with suppliers, but no company
has any quantitative information on health and safety for workers at suppliers.

All companies performed poorly on indicator D.1.8 — land rights and lang acquisi-
tion. None of the companies, except Meira, disclosed any information related to land us-

age. Meira scored 1 point with the following statement:

Businesses shall respect the rights of local communities: Guidelines towards

implementation.
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1. The political, economic, and social structures of local communities and
indigenous people, as well as their culture, spiritual traditions, histories,

and philosophies are respected.
2. Land ownership and land rights are observed and protected.

3. The importance of free, prior, and informed consent (FPIC) of opera-
tional activities on those who may be affected is recognized and observed.

(MZBG Sustainable Sourcing Policy 2019.)

Poor disclosures are also seen in indicators D.1.9 and D.1.10. All companies fail to
provide any information concerning water and sanitation in their own agricultural opera-
tions and only 7 companies require their suppliers to provide their workers access to water
and sanitation and to refrain from negatively affecting access to safe water in their con-
tracts or in their SCoC. The following statements from Meira, S Group and Alko are

aligned with the statements of other companies scoring 1 point as well:

Local and permanent water bodies are protected to preserve the integrity of
biodiversity and support the provision of sustainable access to safe drinking

water. (MZBG Sustainable Sourcing Policy 2019.)

Business partners shall ensure access to drinking water, safe and clean eat-
ing and resting areas as well as clean and safe cooking and food storage ar-
eas. Furthermore, business partners shall always provide effective Personal

Protective Equipment (PPE) to all workers free of charge. (S Group)

As a minimum, potable drinking water and adequate lighting, temperature,

noise prevention, ventilation and sanitation shall be provided. (Alko)

Only one of the companies discloses any statements in regards of women'’s rights
concerning their supply chain. Lidl Suomi was the only company disclosing how they
work with suppliers to improve their practices in relation to women'’s rights (translated

from Finnish):

We also want to strengthen the role of women in the supply chain. The pro-
Jject in Guatemala focuses on strengthening the role of women in coffee pro-
duction. In Bolivia, we support the cultivation of coffee by small farmers in
cooperatives. The project in Cote d'lIvoire focuses on the use of sustainable

farming methods in cocoa production - with this measure alone we have
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reached 18,000 smallholder farmers. (Lidl - Ihmisoikeudet ja ymparisto: hu-

olellisuusperiaate ostotoiminnassamme, 2020.)

5.5.2 Apparel Industry

Next, we will look at the Apparel Industry. For the Apparel industry there are 17 indica-
tors in theme D:
e D.2.1 Living wage
o D.2.1.a Living wage (in own production or manufacturing operations)
o D.2.1.b Living wage (in the supply chain)
e D.2.2 Aligning purchasing decisions with human rights
e D.2.3 Mapping and disclosing the supply chain
e D.2.4 Prohibition on child labor
o D.2.4.a Age verification and corrective actions (in own production or manu-
facturing operations)
o D.2.4.b Age verification and corrective actions (in the supply chain)
e D.2.5 Prohibition on forced labor
o D.2.5.a Debt bondage and other unacceptable financial costs (in own produc-
tion or manufacturing operations)
o D.2.5.b Debt bondage and other unacceptable financial costs (in the supply
chain)
o D.2.5.c Restrictions on workers (in own production or manufacturing opera-
tions)
o D.2.5.d Restrictions on workers (in the supply chain)
e D.2.6 Freedom of association and collective bargaining
o D.2.6.a Freedom of association and collective bargaining (in own production
or manufacturing operations)
o D.2.6.b Freedom of association and collective bargaining (in the supply chain)
e D.2.7 Health and safety
o D.2.7.a Fatalities, lost days, injury rates (in own production or manufacturing
operations)
o D.2.7.b Fatalities, lost days, injury rates (in the supply chain)
e D.2.8 Women’s rights
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o D.2.8.a Women’s rights (in own production or manufacturing operations)

o D.2.8.b Women’s rights (in the supply chain)
e D.2.9 Working hours

o D.2.9.a Working hours (in own production or manufacturing operations)

o D.2.9.b Working hours (in the supply chain)

Total score for theme D is 20% but the apparel industry average is only 4,9% which

is only a bit higher than agricultural industry score. Company specific scores vary from

10,7% (Stockmann) to 0% (Verkkokauppa.com). (Table 13.)

Table 14 Theme D Scores for Apparel (0-20%)

Company D
D.2.1D.2.1|D.2|D.2|D.2.4D.2.4|D.2.5D.2.5|D.2.5|D.2.5|D.2.6D.2.6/D.2.7D.2.7|D.2.8D.2.8)D.2.9D.2.9
IName TOT
albl|2|/3|a|b|.al|lb|l.c|.d|.a|b|.a|bj|.a|.bl|.a|.udb
AL

Stock-

1,0 {2,0(2,0 1,5 0,0 0,0 1,5 0,5 0,0 1,0 | 10,7
mann
Stadium 1,5 (0,0(0,0 1,0 1,0 1,0 1,0 0,5 0,0 1,0 | 6,7
[Fiskars 0,0(1,01]0,0(0,0/05(05]|00(00(00(10]1,0]1,0(15|15]0,0]0,0|1,0(1,0]| 6,1
Tok-

1,5 10,0(2,0 1,0 0,0 0,0 1,0 0,5 0,0 1,0 | 5,9
manni**
Finlayson| 0,0 | 1,0 (0,0/2,0{ 0,0 | 1,0 | 0,0 0,0 0,0|1,0]0,5]|1,0]0,0(0,5|0,0[0,0({0,0]1,0]| 5,6
Partioa-

1,0 [0,0]0,0 0,5 0,0 0,0 1,0 0,5 0,0 1,0 | 5,0
itta
Marimek
" 0,0(1,0]1,0(0,0{05(1,01]0,0]00(00(00]00]1,0(1,0(05]0,0]0,01/0,0]|1,0]| 4,4
0
'Verkko-
kauppa.co 0,0 {0,0]0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0 0,0
m*
Total average 4,9

None of the companies that have their own production of manufacturing are disclos-

ing any information related to a living wage (D.2.1.a). When it comes to living wage

requirements for their suppliers, 7 out 8 companies score points on the indicator which

shows that most companies place living wage requirements to their suppliers. 5 compa-

nies scored 1 point which means they only disclosed having living wage requirements.

Only two companies also disclosed information on how they work with suppliers to im-

prove practices concerning living wages, scoring 1,5 points on indicator D.2.1.b. Below

a statement from Tokmanni:
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“Both the amfori BSCI Code of Conduct and Tokmanni's Supplier Code of
Conduct contain the principle of fair remuneration, which enables the em-
ployee and his family to earn a reasonable living sufficient to meet basic
needs. We ask about salaries through both our own and BSCI audits and
thus stimulate constructive dialogue on the subject at factories. The amfori
BSCI audit includes a Fair Remuneration Scan, where workforce’s decent

standard of living is calculated. Anker-methodology is normally used.

We also strive to promote living wages together with others, as this can only
be resolved through long-term commitment and close cooperation with
global and local stakeholders. Key stakeholders include other companies,
legislators, local trade unions and other employee representatives. We are a
member of amfori BSCI and support their initiatives that aim to achieve liv-

ing wage in supply chains. More about amfori’s living wage journey can be

found here.

One channel for living on a wage in high risk countries would be freedom of
association and collective bargaining. Raising the national minimum wage
would effectively promote living wages.” (Tokmanni Group Corporation
Sustainability Report, 2019.)

Stockmann and Marimekko were the only companies that disclosed information re-
garding purchasing decisions. Marimekko scored 1 and Stockmann scored 2 points. The
difference between the two is that Marimekko only disclosed having incentives of longer
contracts if their suppliers act with respect to human rights. Stockmann, in addition to
incentives, has also practices in place to avoid price or short notice requirements or other
business considerations undermining human rights. Below see both Marimekko’s and
Stockmann’s disclosure to see the difference:

Marimekko:

“Selecting our suppliers carefully is important also because we aim to se-

lect partners with whom we can develop and plan collaboration over the

long term. Our supplier relationships are, on average, approximately 10
years in length. With some of our partners, we have collaborated for more

than 20 years.” (Marimekko Sustainability Report 2020.)

Stockmann:



118

“Overtime work that exceeds the limits in the Code of Conduct is a wide-
spread problem in most of our production countries. Overtime work is diffi-
cult to remedy as there are several reasons for it. Firstly, the employees in
the factories may say that they want to work overtime in order to earn more
money. In cases where the employees work far away from home, they want
to be able to work a lot over an intensive period and then return home. Sec-
ondly, it may be lucrative for the supplier to organise overtime in order to
increase production. Stockmann’s as other fashion companies’ lead times
represent a risk of overtime. In order to minimize the risk, a production ca-

’

pacity assessment is conducted prior to placing orders.’

“In addition to audits and training, every aspect of suppliers’ operations is
rated according to a ‘supplier scorecard’, which forms the basis for devel-
opment. Suppliers are evaluated with the score card twice a year, with the
Code of Conduct vs. performance being included as a parameter. Based on
the evaluation, we grade our suppliers, and those with the best results get

the most orders.” (Stockmann — Buying Practices, 2021.)

Regarding indicator D.1.3, apparel companies scored either zero or two points, no in
between. Three companies scored 2 points: Stockmann, Tokmanni and Finlayson. They
were the only apparel companies that map their suppliers and disclose it publicly.

When it comes to child labor issues in own apparel operations, only 2 out of 3 com-
panies have a public statement prohibiting child labor, but since they do not disclose
mechanisms to verify the age of job applicants, they only score 0,5 points. The majority
of companies in apparel industry (5 out of 8) score 1 or higher on this indicator. The
reason that Fiskars and Partioaitta only scored 0,5 points is that they did not publicly
require their suppliers to have age-verification mechanisms. Below we have statements
on child labor from Fiskars and Finlayson who scored 1 point:

Fiskars:

“The Supplier is strictly prohibited to use child labor, in line with ILO con-
ventions 138 on minimum age for employment and 182 on the worst forms of
child labor, the Supplier must not employ workers below the age of 15 years

(14 years in certain developing countries) or the minimum age of employ-

ment in accordance with applicable national laws and regulations or the

age for completing compulsory education in that country in accordance with
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applicable national laws and regulations, whichever is higher.” (Fiskars

Code of Conduct, 2021.)

Finlayson:

“Business partners observe this principle when they do not employ directly
or indirectly, children below the minimum age of completion of compulsory
schooling as defined by law, which shall not be less than 15 years, unless
the exceptions recognised by the ILO apply. Business partners must estab-
lish robust age-verification mechanisms as part of the recruitment process,
which may not be in any way degrading or disrespectful to the worker. This
principle aims to protect children from any form of exploitation.” (Finlay-

son — Amfori BSCI CoC, 2021.)

Stockmann scored 1,5 points on this indicator by being the only company who de-

scribed how they worked together with their suppliers to eliminate child labor:

“In the case of a human rights violation, we work together with the supplier
to remediate the victim. No new orders are placed until the violation has
been corrected and the victim has been compensated. Over the years, there
have been cases where a child under the minimum working age has worked
in a factory producing our products, and thus we have a method that has
been developed together with Save the Children for dealing with such a situ-
ation. The factory is responsible for compensation and for paying a salary to
ensure the child can attend school instead of, for example, moving to an-
other factory to work. The factory management meets with the parents of the
child to solve the issue. If possible, and in order to ensure that the family has
sufficient resources, an adult member of the family is employed to replace
the child.” (Stockmann - Supplier assessment for labour practices and hu-

man rights, 2021.)

When it comes to forced labor, companies in apparel industry report rather poorly.
In fact, Stadium was the only company who publicly required their suppliers to refrain
from imposing any financial burdens on workers. Same trend is seen when it comes to
restriction of movement of workers: no disclosure from companies in regards of own

operations and only three companies requiring their suppliers to refrain from restricting
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workers” movement. All the three companies scored only 1 point since none of them de-
scribed how they work with suppliers to eliminate detention of worker’s documents or

other actions to physically restrict movement. See statement from Fiskars;

“Any form of forced, bonded, indentured, or involuntary prison labor must
not to be used in any circumstances. All work shall be voluntary, and em-
ployees shall be free to leave work or terminate their employment upon rea-
sonable notice. As a condition of employment, no one has the right to re-
quire employees to surrender government-issued identification, passport,
work permits, or any other unreasonable deposits.” (Fiskars Code of Con-

duct, 2021.)

Indicator D.2.6 concerns freedom of association (FoA) and collective bargaining
(CB). The three companies with own production have statements committing not to in-
terfering with the right of workers to form or join trade unions, but all fail to state that
they have measures in place to prohibit retaliation. Fiskars still scored one point since
they disclosed the percentage of its workforce whose terms and conditions of work are

covered by collective bargaining agreements:

“Fiskars Group supports its employees’ right to freedom of association and
collective bargaining. Overall, 56% of Fiskars Group employees are cov-
ered by collective bargaining agreements. Participation in collective bar-
gaining agreements varies significantly between regions, with the participa-
tion rates as Europe (84%), North Americas (24%) and Asia-Pacific
(28%).” (Fiskars Sustainability Report 2019.)

7 out of 8 companies require that their suppliers respect the right of all workers to
form and join a trade union of their choice. All companies scoring 1 point included FoA
and CB requirements and prohibited discrimination or harassment against union members
and representatives in their contracts or SCoC. In addition to that, Stockmann also de-

scribed how it works with suppliers to improve their practices, scoring 1,5 points:

“Business partners shall: (a) respect the right of workers to form unions in
a free and democratic way, (b) not discriminate against workers because of
trade union membership and (c) respect workers’ right to bargain collec-
tively. Business partners shall not prevent workers’ representatives _from

>

having access to workers in the workplace or from interacting with them.’
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“The right to join a trade union and to engage in collective bargaining is a
basic right that we uphold. Unfortunately, in many of our production coun-
tries the trade unions are weak and the underlying causes are complex and
often multifaceted. In many of the factories that we use, there are function-
ing workers’ committees that give the employees the opportunity to engage
in dialogue with the factory management. These committees are in no way
equivalent to a functioning trade union, and are not seen as a replacement.
Having the opportunity to join a trade union and engage in collective bar-
gaining is the primary goal, but establishing trade unions remains the work-
ers’ own responsibility. Stockmann is responsible for putting pressure on the
supplier to ensure that this right is not violated. Factory employees are in-
formed of their rights through the BSCI policies that are placed visibly at
the workplace. We encourage factory managers to take part in BSCI train-
ing related to the freedom of association and collective bargaining.” (Stock-

mann - Supplier assessment for labour practices and human rights, 2021.)

When it comes to health and safety (D.2.7) 2 out 3 companies with own agricultural
operations scored 1 or more point. Marimekko disclosed the number of accidents which
was 11 for the reporting year. Fiskars scored a higher score (1,5) by also disclosing tar-

gets:

“Fiskars Group’s renewed safety target for 2030 is to have zero harm with a
zero Lost Time Accident Frequency (LTAF), taking into account not just our
own employees, but our contractors and key suppliers as well. By 2022 our
target is to reduce LTAF by 20% compared to 2017 base year. In 2019, we
were able to lower the LTAF to 4.7 (2018: 5.9) and Lost Day Rate (LDR) to
27.1 (36.9). Many of the manufacturing units and distribution centers cre-
ated safety improvement plans and focused on safety observations, which
was visible in our safety performance compared to the 2018 performance.
Compared to the 2017 base year our LTAF was 4% higher.” (Fiskars Sus-
tainability Report 2019.)

When it comes to health and safety within the supply chain, 7 companies score 0,5
points. All seven companies have health and safety requirements in their contractual ar-
rangements with suppliers, but none of them has any quantitative information on health
and safety for workers at suppliers. Fiskars performed outstandingly on this indicator.

They were the only company that provided quantitative data on health and safety for
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workers at suppliers. They also described how they work with suppliers to improve their

practices:

“The Supplier shall commit to ensure safe working conditions and a healthy

working environment for its employees. This prevents work-related injuries

and illnesses, improves the well-being of employees, increases productivity,
and promotes the quality of products, among other things. The Supplier

shall assign a senior management representative responsible for health and

safety.” (Fiskars SCoC, 2021.)

Fiskars disclosed quantitative information on their suppliers in their Sustainability

Report 2019, page 29.

“Fiskars Group’s renewed safety target for 2030 is to have zero harm with a
zero Lost Time Accident Frequency (LTAF), taking into account not just our
own employees, but our contractors and key suppliers as well. By 2022 our

target is to reduce LTAF by 20% compared to 2017 base year.”

“Our Supplier Code of Conduct outlines our expectations regarding our
suppliers’ health and safety standards, and every supplier must sign and
commit to it to be able to do business with Fiskars Group. We arrange an-
nual workshops for our suppliers to enhance awareness of, and best prac-
tices in, occupational health and safety.” (Fiskars Sustainability Report
2019.)

All companies performed poorly on indicator D.2.8 — Women's rights. Despite of
relevance of women's rights in the apparel industry, none of the companies disclosed any
information related to e.g., prohibiting harassment, intimidation and violence against
women, elimination of discrimination against women through providing equal pay for
equal work, or measures to ensure equal opportunities throughout all levels of employ-
ment.

Almost all companies disclose own commitment or supplier requirements on work-
ing hours referencing ILO’s convention - Hours of Work. 7 companies had aligned re-
quirements for their suppliers, with all scoring 1 point in the last indicator of theme D. As

an example, below is a disclosure from Partioaitta (Fenix Outdoor):

“Fenix Outdoor AB does not exceed local limits on work hours and seek ad-
herence to the ILO core conventions from its partners. The regular working

hours shall not exceed 48 hrs. per week. Overtime hours must not exceed the
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numbers allowed by the law of the country. If such limits do not exist, over-
time work should not exceed 12 hours per week. Overtime work must always
be voluntary and compensated in accordance with applicable law and at
premium rates. Employees are entitled to at least one day off in every seven-
day period. We expect our suppliers to comply with the maximum number of
working hours laid down in the applicable laws, not exceeding a total of 60

hours including overtime.” (Fenix CoC, 2021.)
5.6 Theme E — Performance: Responses to Serious Allegations

Theme E assesses how companies have responded to serious allegations. Theme consists
of the following indicators:

e E.1 The Company has responded publicly to the allegation

e [E.2 The Company has appropriate policies in place

e E.3 The Company has taken appropriate action

Not one of the 30 companies assessed was faced with serious allegations concerning

human rights within the last two years, so it was not possible to assess any responses to
allegations. Because of that, all the Theme E indicators remained empty and Theme E
score was calculated by dividing the combined scores of themes A-D and F with 80 and
multiplying it with the weight of theme E (20%). The average score of all companies in
theme E was 5,5%. The individual company scores varied from 12,3% (Neste) to 0%

(Yliopiston Apteekki). (Table 14.)

Table 15 Theme E Scores for Agricultural Products (0-20%)

Company

Name E.1.0 E.1.1 E.1.2 E.1.3 E TOTAL
Neste** 12,3 - - - 12,3

S Group* 11,2 - - - 11,2
Kesko* 10,6 - - - 10,3
Alko 8,6 - - - 8,6
Lidl Suomi* 8,2 - - - 8.2
Paulig 8,1 - - - 8,1
Meira 7.5 - - - 7,5
Vaasan 6,6 - - - 6,6
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Company
E.1.0 E.1.1 E.1.2 E.1.3 E TOTAL
Name
Valio 6,3 - - - 6,3
HKScan 5.8 - - - 5.8
Fazer 5,1 - - - 5,1
Altia 5,0 - - - 5,0
Raisio 4,6 - - - 4,6
Atria 4,6 - - - 4,6
Apetit 4,4 - - - 4,4
Arvid
. 3,2 - - - 3,2
Nordquist
Saarioinen 2,5 - - - 2,5
Lumene 0,9 - - - 0,9
Hartwall 0,7 - - - 0,7
Sinebrychoff 0,7 - - - 0,7
Hesburger 0,6 - - - 0,6
Yliopiston
_ 0,0 - - - 0,0
Apteekki
Total average 5,6
Table 16 Theme E Scores for Apparel (0-20%)
Company
E.1.0 E.1.1 E.1.2 E.1.3 E TOTAL
Name
Stockmann 10,7 - - - 10,7
Tokmanni** 9,2 - - - 9,2
Marimekko 7,7 - - - 7,7
Fiskars 7,2 - - - 7,2
Stadium 7,1 - - - 7,1
Finlayson 3,7 - - - 3,7
Partioaitta 2,8 - - - 2,8
Verkko-
0,7 - - - 0,7

kauppa.com*
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Company

E.1.0 E.1.1 E.1.2 E.13 E TOTAL
Name
Total average 5,5

5.7 Theme F — Transparency

Theme F is the last theme of the CHRB methodology, and it consists of the following
indicators:
e F.1 Company willingness to publish information (4%)
e F.2 Recognised Reporting Initiatives (2%)
e F.3 Key, high-quality disclosure (4%)
o F.3.a Specificity and use of concrete examples
o F.3.b Discussing challenges openly
o F.3.c Demonstrating a forward focus
Total possible score for theme F was 10% and the average of assessed companies
was 3,3%. The individual company scores varied between 6,6% (S Group and Neste) and
once again 0% (Ylipiston Apteekki). (Table 15.)
Table 17 Theme F Score for Agricultural Products (0-10%)

Company
F.1 F.2 F.3 F TOTAL

Name

S Group* 3,1 2,0 1,5 6,6
Neste** 3,1 2,0 1,5 6,6
Kesko* 2,9 2,0 1,0 5,9
HKScan 2,4 2,0 1,0 5,4
Alko 2,8 2,0 0,5 53
Meira 2,7 2,0 0,0 4,7
Paulig 2,5 2,0 0,0 4,5
Vaasan 2.4 2,0 0,0 4,4
Apetit 1,5 2,0 0,5 4,0
Altia 1,5 2,0 0,5 4,0
Valio 1,9 2,0 0,0 3,9
Atria 1,8 2,0 0,0 3,8
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Company
F.1 F.2 F.3 F TOTAL

Name
Raisio 1,7 2,0 0,0 3,7
Fazer 2,0 0,0 0,5 2.5
Lidl Suomi* 2,4 0,0 0,0 2.4
Lumene 0,2 2,0 0,0 2,2
Arvid

) 1,3 0,0 0,0 1,3
Nordquist
Saarioinen 1,1 0,0 0,0 1,1
Hartwall 0,3 0,0 0,0 0,3
Hesburger 0,5 0,0 0,0 0,3
Sinebrychoff 0,3 0,0 0,0 0,3
Yliopiston

) 0,0 0,0 0,0 0,0

Apteekki
Total average 3,5

Table 18 Theme F Score for Apparel (0-10%)

Company

F.1 F.2 F.3 F TOTAL
Name
Stockmann 2,7 2,0 1,0 5,7
Tokmanni** 2,5 2,0 0,5 5,0
Fiskars 2,5 2,0 0,0 4,5
Marimekko 23 2,0 0,0 4,3
Stadium 2,1 2,0 0,0 4,1
Finlayson 1,6 0,0 0,0 1,6
Partioaitta 1,2 0,0 0,0 1,2
Verkko-

0,4 0,0 0,0 0,4
kauppa.com*
Total average 3,0

The first indicator score (F.1) is based on how much companies disclosed information
in previous themes A-E. The score for F.1 is based on the proportion of indicators in

Themes A-E which score 0.5 and above. There are 4 points available for the first theme
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representing 4% of the total CHRB score. The best performing companies in this theme
are S Group (3,1), Neste (3,1), Kesko (2,9) and Alko (2,8).

Indicator F.2 assesses whether companies report against existing internationally rec-
ognized good-practice reporting frameworks and gives credit where companies report
against either the UNGP Reporting Framework (UNGPRF), the Global Reporting Initia-
tive (GRI) or the Sustainability Accounting Standards Board (SASB). 19 out of 30 com-
panies assesses are reporting against an existing reporting framework and all of them are
reporting against GRI standards.

The last indicator F.3 looks at so-called high-quality disclosures. CHRB has selected
10 key indicators within the Methodology that show companies are willing to be trans-
parent in certain areas that indicate high quality reporting on human rights performance
which means that they scored 2 points on those indicators. Generally, companies scored
rather low on this indicator with top scorers being once again S Group and Neste with 1,5
points out of 4. The majority (20) of the companies scored 0 points on F.3 which indicates

that the majority of the companies are not as transparent as they should be.
5.8 Cross — Case Analysis

The overall results of industry-specific assessments were compared with each other in
order to gain an understanding of the extent to which the level of human rights perfor-
mance varies between apparel and agricultural industries and what the key differences
and/or similarities are between these industries (see table 18, table 19).

Table 19 Overall results - Agricultural Products

Company Theme Theme  Theme  Theme Theme Theme  Total

name A Score B Score C Score D Score E Score F Score Score
Neste 6,2 21,0 7,9 7,4 12,3 6,6 61,4
S Group 6,9 20,5 2,9 8,0 11,2 6,6 56,1
Kesko 6,5 18,3 3.8 7,7 10,6 6,0 515
Alko 6,3 16,4 1,7 5,0 8,6 53 43,3
Lidl Suomi 4,7 16,4 4,2 5,3 8,2 2,4 41,2
Paulig 4,8 15,1 1,7 6,4 8,1 4,5 40,6
Meira 3,6 14,0 0,8 7,0 7,5 4,7 37,6
Vaasan 43 11,9 1,7 4.4 6,6 4,4 33,3
Valio 3.8 12,9 2,5 2,0 6,3 3,9 31,4
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HKScan 5,6 4,5 4,2 3.4 5,8 5,4 28,9
Fazer 4,3 6,3 5,0 2,5 5,1 2,5 25,7
Altia 3,0 7,8 33 2,0 5,0 4,0 25,1
Raisio 3,9 7,7 1,3 2,0 4,6 3,7 23,2
Atria 4,8 6,3 1,3 2,3 4,6 3.8 23,1
Apetit 4,4 6,5 1,7 1,0 4,4 4,0 22,0
Arvid 2,6 6,6 0,0 2,5 3,2 1,3 16,1
Nordquist

Saarioinen 1,5 4,6 1,7 1,3 2,5 1,1 12,7
Lumene 1,5 0,0 0,0 0,0 0.9 2,2 4,6

Hartwall 0,8 0,0 0,8 1,0 0,7 0,3 3,6

Sinebrychoff 0,8 0,0 0,8 0,8 0,7 0,3 3.4

Hesburger 0,3 0,0 1,7 0,0 0,6 0,3 2,9

Yliopiston 0,0 0,0 0,0 0,0 0,0 0,0 0,0

Apteekki

Total Score 3,8 9,3 2,3 3,4 5,6 3,5 28,0

Table 20 Overall results - Apparel

Company Theme Theme  Theme  Theme Theme Theme  Total

name A Score B Score CScore D Score E Score F Score Score
Stockmann 53 17,1 5,0 10,7 11,0 5,8 54,8
Tokmanni 6,7 18,6 0,6 59 9,2 5,0 46,0
Marimekko 3,5 17,3 1,7 4,4 7,8 4,3 39,0
Fiskars 4,6 11,3 2,1 6,1 7,2 4,5 35,8
Stadium 0,9 14,1 2,5 6,7 7,1 4,1 35,4
Finlayson 1,4 5,4 0,8 5,6 3,7 1,6 18,5
Partioaitta 2,5 2,5 0,0 5,0 2,8 1,2 14,0
Verkko- 0,6 0,7 1,3 0,0 0,7 0,4 3,7
kauppa.com

Total Score 2,8 9,7 1,6 4,9 55 3,0 27,5

Regarding the average total scores, both industry averages fall rather short from even

50% of the maximum score. The total scores of the agricultural products (28,0%) and
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apparel (27,5%) are quite close to each other with only .5% difference. When it comes to
theme A: governance and policy commitments, the agricultural product sector scores a
higher average (3,8%) with apparel sector scoring a point less with a score of 2,8%. In
theme B: embedding respect and human rights due diligence, apparel industry (9,7%)
scores slightly higher than agricultural products (9,3%). When it comes to theme C (rem-
edies and grievance mechanisms) apparel industry scores only 1,6% out of 15% which is
a very weak score. Agricultural products sector scored a bit higher: 2,3% but still rather
low as well. In theme D (human rights practices) apparel industry scored 4,9% which is
rather higher than agricultural sector with a score of 3,4%. In theme E (response to serious
allegations, both industries scored rather close results with apparel scoring 5,5% and ag-
ricultural products 5,6%. In theme F (transparency), apparel industry scored 3,0% and
agricultural products industry score 3,5%.

When comparing the industry results with the results of the CHRB 2019 results, it
can be noted that the results of this study, regarding the human rights reporting perfor-
mance of Finnish companies, are a bit higher than the results of the assessment carried
out by the CHRB (See. CHRB 2019 Key Findings Report). The average total score of
both industries in this study is 27,8%, whereas the corresponding figure in the 2019
CHRB assessment was 24.3%. Regarding the comparison of the results between this as-
sessment and that of CHRB, it must be noted that there is a big difference in the sample
size and the fact that most of the companies have been included in the previous assess-
ments in 2017 and 2018 as well. When it comes to companies assessed by CHRB for the
first time, the total average was 17,2% which is much lower than the assessment of the
Finnish companies. Yet, we must note that most of the new companies were from the ICT
sector who scored the lowest score as an industry (17,8%) which must have affected the
total average and in our study only apparel and agricultural product industries were as-
sessed. When it comes to companies who were included in the previous benchmarks as
well, their average score was 31,4%. In the CHRB assessments, companies generally im-

prove results compared to their previous year’s results.
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6 DISCUSSION AND CONCLUSION

In this chapter we will conclude the results from the empirical study, form conclusions
and reflect them to previous research. We will also answer the research questions of the
thesis, present contribution to existing literature and potential managerial implications.
Lastly, we will present the limitations of the study and suggest potential future research

opportunities.
6.1 Key Findings

The objective of this study was to find out how Finnish companies are managing to re-
spect human rights in their supply chains and business activities and how they are dis-
closing this information on their websites and publications such as annual reports and

social responsibility reports. The two research questions were:

1. What is the Human Rights performance of the most sustainable* Finnish compa-
nies?

2. Are there differences between industries regarding human rights reporting?

These research questions were answered by conducting an extensive multiple case
analysis using the Corporate Human Rights Benchmark (CHRB) 2020 methodology and
more specifically the second research question was answered with a cross-case analysis
of the two industries, agricultural products, and apparel industries. Using the methodol-
ogy of the CHRB (see appendix 1), 30 Finnish companies were analyzed with a focus on
their human rights reporting.

The UN Guiding Principles on Business and Human Rights were endorsed by the
UN Human Rights council (HRC) in 2011. The principles aim to guide companies in the
implementation of their human rights responsibilities. They also aim to set expectations
relator to human rights, which focus on companies’ policy commitments, due diligence
processes and, practices and reacting to adverse human rights impacts. Finland published
a National Action Plan for the implementation of the UN Guiding Principles on Business
and Human Rights in 2014.

In this study we used the CHRB methodology since it could be used to evaluate how

Finnish companies are meeting the expectations of the UNGPS. Based on the results of
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this study we can see that most of the companies assessed are at an early stage of imple-
menting their responsibilities regarding human rights. Actually, we can see that the ma-
jority of the companies assessed are failing to demonstrate their respect for human rights.
This can be reflected in the fact that six companies scored less than 10% and more than
half of the companies (53%) scored less than 30%. Close to 9 out of 10 companies scored
less than 50%. Only 4 companies scored more than 50% and Neste was the only company
scoring more than 60%.

Positively, most Finnish companies are generally committed to respecting human
rights. Most of them also disclose the commitment to respect the ILO’s fundamental prin-
ciples and rights at work. Yet, there are still numerous Finnish companies that do not
communicate any commitment to these rights neither in their own business operations,
nor their supply chains. Additionally, only few Finnish companies have made a public
commitment to conduct corrective actions in situation where they have found out that
they have contributed or caused adverse human rights impacts. This reflects the fact that
Finnish companies have a long way ahead to actually concretise their human rights re-
sponsibilities and internalising what the commitment to respect human rights means in
practise.

Theme B focuses on the key process in the implementation of a company’s human
rights obligation, which is due diligence. A due diligence process helps a company to
identify, prevent, mitigate, and address adverse human rights impacts it may have caused.
Looking at the results of this study we can state that the majority of Finnish companies
have not yet initiated this process at all, and most of those who have, are at a quite early
stage. Only 33 per cent of companies assessed have regularly identified key human rights
risks and impacts of their operations, implemented human rights impacts related to said
risks and impacts, and made assessments, as well as integrated the results of the assess-
ment into their internal operations and processes. When it comes to then monitoring and
evaluating the effectiveness of the actions company has taken to respond to human rights
risks and impacts the number reduces to only 10 per cent.

The UNGPs requires companies to have in place an effective grievance mechanism
through which internal and external stakeholders, such as workers or communities, that
are potentially affected by the human rights impacts of a company can report their con-
cerns and claim their rights. These grievance channels can also play a vital role in provid-
ing information for companies regarding their human rights impacts and can help them

learn and take action within the organization.
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When it comes to means of reporting unethical behavior, 25 of the companies ana-
lyzed have a whistleblowing channel or other means of reporting human rights concerns
and abuses. Yet, the majority of these grievance channels are only meant for internal
stakeholders like their own workers. Only six companies had a whistleblowing channel
for third parties which reveals a critical need for developing these channels to be accessi-
ble for external stakeholders, especially those who are most vulnerable to companies’
human rights impacts. Our study also shows that Finnish companies do not seem to yet
have a clear approach on how to remedy their human rights impacts. Not one company
disclosed any information on how they have or would remedy any negative impact they
might have caused or cause in the future. Even though human rights risks exist in Finland
as well, the discussion on the corporate responsibility to respect human rights is clearly
focused on countries with a high risk of human rights impact.

Theme D in the CHRB methodology consists of industry-specific assessments where
the human rights risks that are critical to a specific industry are assessed. In general, Finn-
ish companies scored low on this theme and even the highest scoring company (Stock-
mann) scored only 10,7 per cent out of 20. You could argue that some issues in theme D
are so self-evident in the environment that we live in that companies might not feel the
need to monitor and report on those human rights risks. Such self-evident issues include,
for example, not using child labor or forced labor, paying a living wage, good payment
practices and respecting women's rights. Yet, the study highlights that these issues are
highly ignored in companies” policy commitments. With the rise of immigration, the op-
erating environment is continuously changing, and it is becoming more and more im-
portant to discuss these issues and the fact that we should not be taking them for granted
any longer, not in Finland nor in other low-risk countries.

Additionally, regarding the countries whose local legislation does not comply with
universal human rights, the UNGPs require companies to go beyond the local legal re-
quirements. Yet, many Finnish companies have not disclosed any information regarding
their role in respecting human rights in higher risk countries. For example, in some coun-
tries where Finnish companies operate, manufacture or source, the workers are not al-
lowed to unionize or bargain collectively. In these cases, companies should have addi-
tional references in their SCOCs or other policies” to acknowledge the limitations of the

local law.
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All the data for this study was collected from the companies” responsibility reports
and other publicly available information that companies disclosed on their websites. The
importance of transparency is strongly highlighted in the UNGPs, and companies are re-
quired to disclose transparently about the management of their human rights impacts and
risks. For this reason, this study focused solely on public information, so gathering more
information through interviews could have influenced the results of the CHRB analyses.
The results of this study demonstrate that Finnish companies disclose quite little infor-
mation about their human rights responsibility. This means that they are largely still at an
early stage in the implementation of the UNGPs.

The companies assessed in this study were chosen from the SBI’s official report
2020. This was done to demonstrate the imbalance of consumers” inception of a com-
pany’s responsibility actions and a company’s actual CSR efforts. Comparing the SBI
ranking to the CHRB ranking, we can see that there is a lot of differences between the
company ranks. This makes an interesting topic for future research, to ask what factors
affect a consumer’s conception on a company’s CSR performance, since based on the
results of this study, the amount of transparency of their CSR practices do not correlate
with the SBI ranking.

Lastly, companies from two different sectors were chosen since there was an aim to
also to find out if there are clear differences in human rights performance between indus-
tries. In this study we chose companies from the agricultural and apparel industries. The
results of the study show very little difference between industries with only 0,5 per cent
gap. A more interesting aspect than comparing industries is comparing companies that
have been taking part in the CHRB analysis years before to those companies who are
analyzed for the first time. The yearly assessments by CHRB demonstrate that regular
monitoring betters the company s score by driving companies to better their practices and
processes related to human rights. The average score for repeat companies from the pre-
vious CHRB benchmarks was over 30% which indicates that the performance of Finnish
companies regarding human rights could be improved and promoted through yearly mon-

itoring.
6.2 Theoretical Contributions and Managerial Implications

Regarding the theoretical contributions, this study contributes to the human rights report-
ing research, with a focus on a specific framework: the CHRB benchmark. It also con-

tributes to country-specific research since all companies assessed are Finnish companies.
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Additionally, it provides insight into industry specific differences, or in this case the lack
of it.

When it comes to the Finnish market there is very little research on sustainability
reporting of Finnish companies (Tuominen et al, 2008; Kotonen, 2009). Yet, they both
have a vaguer focus discussing the triple bottom line. Tuominen et al. (2008) focus on the
forest industry and compare CSR reporting between co-operative organizations and listed
companies, aiming to illustrate whether different values and principles of the two organ-
izational types are reflected in differences in CSR reporting. Kotonen (2009), on the other
hand focuses on the large Finnish listed companies and examines the motives and objec-
tives behind their CSR reporting, the documents they use and what kind of information is
presented. This thesis on the other hand focuses specifically on the human rights and how
Finnish companies report on those.

On a global scale, there are numerous studies done that examine CSR reporting, and
more specifically human rights (Islam and McPhail, 2011; Sikka, 2011; McPhail and Ad-
ams, 2016; Cahaya and Hervina, 2019). There has been systematic growth in the number
of studies conducted that look at human rights disclosures. This signals that there is a
growing interest in CSR reporting related to human rights. For instance, Islam and
McPhail (2011) study global garment retailers trying to understand to which extent they
invoke the language of human rights when communicating CSR information. On the other
hand, McPhail and Adams (2016) explore the scope of human rights for which corpora-
tions can be held accountable with a critical discourse analysis. They concluded that com-
panies’ constructions of human rights are broad, ranging from labor rights to the right to
health and a clean environment. Lastly, Cahaya and Hervina (2019) examine the extent
and the various determinants of human rights disclosures by analysing annual reports of
Indonesian companies.

When it comes to managerial implications, this study aims to raise awareness among
Finnish companies to understand where they are when it comes to providing transparent
information regarding their human rights impacts on their reports, websites, and other
public documents. Based on the results of this study it is recommended that companies
improved their commitments and due diligence processes since there is much more work
to be done fulfil their duty to respect human rights. They also need to become more trans-
parent about their human rights efforts and impacts. Additionally, this study gives legis-
lation makers a practical mean to evaluate how Finnish companies are improving their

reporting to meet the new legal requirements.
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6.3 Limitations and Future Research

The study was conducted as a multiple case study and the CHRB methodology was used
to analyse the companies, but the process had one relevant difference. Conducting the
CHRB benchmarks, companies are given the opportunity to disclose information prior to
analysing of publicly available information on specific topics. In this study, the company
scores were formed only based on the publicly available information from companies’
reports, policies and websites, no interviews nor other ways where company representa-
tives could disclose additional information were conducted. This was a major difference
when comparing to the process conducted by the CHRB. Additionally, since the CHRB
is a benchmark, there is a need for data for a longer period of time to witness if companies
are actually making improvements and scoring higher results. In the CHRB assessments,
companies generally improve results compared to their previous year’s results. It is there-
fore important to reflect on how Finnish companies could promote their human rights

performance through regular monitoring and reporting.
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APPENDICES

Appendix 1: Corporate Human Rights Benchmark 2020 Company Scoresheet.
CORPORATE HUMAN RIGHTS BENCHMARK

2020 COMPANY SCORESHEET

Company name
Industry

Overall Score (*)

THEME SCORE | OUT OF
A. Governance and Policies 10
B. Embedding Respect and Human Rights Due Dili- 25
gence
C. Remedies and Grievance Mechanisms 15
D. Performance: Company Human Rights Practices 20
20
F. Transparency 10

DETAILED ASSESMENT

A. Governance and Policies (10% of Total)



A.1 Policy Commitments (5% of Total)

153

INDICATOR
CODE

INDICATOR
NAME

SCORE
(OUT OF
2)

EXPLANATION

Al

Commitment to re-

spect human rights

The individual elements of the assessment
are met or not as follows:

Score 1

Met:/ Not met: General HRs commitment:

Met:/ Not met: UNGC principles 1 & 2:

Score 2
Met:/ Not met: UNGPs:
Met:/ Not met: OECD:

A.12

Commitment to re-
spect the human

rights of workers

The individual elements of the assessment
are met or not as follows:

Score 1

Met:/ Not met: ILO Declaration on Funda-
mental Principles and Rights at Work:
Met:/ Not met: UNGC principles 3-6:
Met:/ Not met: Explicitly list All four ILO
for AG suppliers:

Score 2

Met:/ Not met: Explicit commitment to All
four ILO Core:

Met:/ Not met: Respect H&S of workers:
Met:/ Not met: H&S applies to AG suppli-

€1Ss:

Al13aAG

Commitment to re-
spect human rights
particularly rele-
vant to the industry
- land and natural

resources (AG)

The individual elements of the assessment
are met or not as follows:

Score 1

Met:/ Not met: Respect land ownership and
natural resources:

Met:/ Not met: Respecting the right to wa-

ter
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INDICATOR INDICATOR SCORE
CODE NAME (OUT OF EXPLANATION
2)

Met:/ Not met: Expecting suppliers to re-
spect these rights:
Score 2
Met:/ Not met: Voluntary Guidelines on
Tenure Rights
Met:/ Not met: [FC Performance Standards
Met:/ Not met: FPIC for all
Met:/ Not met: Zero tolerance for land
grabs
Met:/ Not met: Respecting the right to wa-
ter
Met:/ Not met: Expecting suppliers to re-
spect these rights

A.13bAG Commitment to re- The individual elements of the assessment

spect human rights
particularly rele-
vant to the industry
- people’s rights
(AG)

are met or not as follows:

Score 1

Met:/ Not met: Women's rights:

Met:/ Not met: Children's rights:

Met:/ Not met: Migrant worker's rights:
Met:/ Not met: Expects suppliers to respect

these rights:

Score 2

Met:/ Not met: CEDAW/Women's Em-
powerment Principles

Met:/ Not met: Child Rights Conven-
tion/Business Principles

Met:/ Not met: Convention on migrant
workers

Met:/ Not met: Expecting suppliers to re-
spect these rights
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INDICATOR INDICATOR SCORE
CODE NAME (OUT OF EXPLANATION
2)
A.1.3 AP Commitment to re- The individual elements of the assessment
spect human rights are met or not as follows:
particularly rele- Score 1
vant to the industry Met:/ Not met: Women's Rights
(AP) Met:/ Not met: Children's Rights
Met:/ Not met: Migrant worker's rights
Met:/ Not met: Expecting suppliers to re-
spect these rights
Score 2
Met:/ Not met: CEDAW/Women's Em-
powerment Principles
Met:/ Not met: Child Rights Conven-
tion/Business principles
Met:/ Not met: Convention on migrant
workers
Met:/ Not met: Respecting the right to wa-
ter:
Met:/ Not met: Expecting suppliers to re-
spect these rights
A.13 EX Commitment to re- The individual elements of the assessment

spect human rights

particularly rele-
vant to the industry
(EX)

are met or not as follows:

Score 1

Met:/ Not met: Based on UN Instruments:
Met:/ Not met: Voluntary Principles (VPs)
partcipant:

Met:/ Not met: Uses only [COCA members:
Met:/ Not met: Respecting indigenous
rights:

Met:/ Not met: ILO 169

Met:/ Not met: UN Declaration on the
Rights of Indigenous People (UNDRIP)
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INDICATOR INDICATOR SCORE
CODE NAME (OUT OF EXPLANATION
2)

Met:/ Not met: Expects BPs to respect
these rights
Score 2
Met:/ Not met: FPIC commitment:
Met:/ Not met: Voluntary Guidelines on
Tenure Rights
Met:/ Not met: IFC performance standards
Met:/ Not met: Zero tolerance for land
grabs
Met:/ Not met: Respecting the right to wa-
ter
Met:/ Not met: Expects BPs to commit to
all these rights

A.l4 Commitment  to The individual elements of the assessment

engage with stake- are met or not as follows:
holders Score 1

Met:/ Not met: Commits to stakeholder en-
gagement:
Met:/ Not met: Regular stakeholder en-
gagement:
Score 2
Met:/ Not met: Commits to engage stake-
holders in design
Met:/ Not met: Regular stakeholder design
engagement

A.lS Commitment  to The individual elements of the assessment

remedy

are met or not as follows:
Score 1

Met:/ Not met: Commits to remedy:

Score 2
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INDICATOR INDICATOR SCORE
CODE NAME (OUT OF EXPLANATION
2)
Met:/ Not met: Not obstructing access to
other remedies
Met:/ Not met: Collaborating with other
remedy initiatives
Met:/ Not met: Work with AG suppliers to
remedy impacts
A.1.6 Commitment to re- The individual elements of the assessment
spect the rights of are met or not as follows:
human rights de- Score 1
fenders Met:/ Not met: Zero tolerance attacks on
HRs Defenders (HRDs):
Score 2
Met:/ Not met: Expects AG suppliers to re-
flect company HRD commitments:
A.2 Policy Commitments (5% of Total)
INDICATOR INDICATOR SCORE
CODE NAME (OUT OF EXPLANATION
2)
A2.1 Commitment from The individual elements of the assessment
the top are met or not as follows:
Score 1
Met:/ Not met: CEO or Board approves
policy:
Met:/ Not met: Board level responsibility
for HRs:
Score 2
Met:/ Not met: Speeches/letters by Board
members or CEO:
A22 Board discussions The individual elements of the assessment

are met or not as follows:
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INDICATOR
CODE

INDICATOR
NAME

SCORE
(OUT OF
2)

EXPLANATION

Score 1

Met:/ Not met: Board/Committee review of
salient HRs

Met:/ Not met: Examples or trends re HR

discussion

Score 2

Met:/ Not met: Both examples and process

A23

Incentives and per-
formance manage-

ment

The individual elements of the assessment
are met or not as follows:

Score 1

Met:/ Not met: Incentives for at least one
board member

Met:/ Not met: At least one key AG HR
risk, beyond employee H&S

Score 2
Met:/ Not met: Performance criteria made

public

B. Embedding Respect and Human Rights Due Diligence (25% of Total)

B.1 Embedding Respect for Human Rights in Company Culture and Management Systems (10%

of
Total)
SCORE
INDICATOR INDICATOR
(OUT OF EXPLANATION
CODE NAME
2)
B.1.1 Responsibility and The individual elements of the assessment

resources for day-
to-day human

rights functions

are met or not as follows:

Score 1
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INDICATOR
CODE

INDICATOR
NAME

SCORE
(OUT OF
2)

EXPLANATION

Met:/ Not met: Commits to ILO core con-
ventions: See indicator A.1.2
Met:/ Not met: Senior responsibility for

HR:

Score 2

Met:/ Not met: Day-to-day responsibility:
Met:/ Not met: Day-to-day responsibility
for AG in supply chain:

B.1.2

Incentives and per-
formance manage-

ment

The individual elements of the assessment
are met or not as follows:

Score 1

Met:/ Not met: Senior manager incentives
for human rights:

Met:/ Not met: At least one key AG HR
risk, beyond employee H&S

Score 2
Met:/ Not met: Performance criteria made

public

B.1.3

Integration ~ with

enterprise risk

management

The individual elements of the assessment
are met or not as follows:

Score 1

Met:/ Not met: HR risks is integrated as

part of enterprise risk system:

Score 2
Met:/ Not met: Audit Ctte or independent

risk assessment

B.14.a

Communication
/dissemination of
policy commit-

ment(s) within

The individual elements of the assessment
are met or not as follows:

Score 1
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INDICATOR
CODE

INDICATOR
NAME

SCORE
(OUT OF
2)

EXPLANATION

Company's  own

operations

Met:/ Not met: Commits to ILO core con-
ventions: See indicator A.1.2
Met:/ Not met: Communicates its policy to

all workers in own operations:

Score 2

Met:/ Not met: Commits to all 4 ILO core
conventions: See indicator A.1.2

Met:/ Not met: Communication of policy
commitments to stakeholder

Met:/ Not met: How policy commitments

are made accessible to audience

B.1.4b

Communication

/dissemination of
policy commit-
ment(s) to business

relationships

The individual elements of the assessment
are met or not as follows:

Score 1

Met:/ Not met: Commits to all 4 ILO core
conventions for suppliers: See indicator
A.1.2.

Met:/ Not met: Communicating policy
down the whole AG supply chain:

Met:/ Not met: Requiring AG suppliers to

communicate policy down the chain:

Score 2
Met:/ Not met: How HR commitments
made binding/contractual:

Met:/ Not met: Including on AG suppliers:

B.1.5

Training on Hu-

man Rights

The individual elements of the assessment
are met or not as follows:

Score 1

Met:/ Not met: Scores at least 1 on A.1.2:
See indicator A.1.2
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INDICATOR
CODE

INDICATOR
NAME

SCORE
(OUT OF
2)

EXPLANATION

Met:/ Not met: Trains all workers on HR
policy commitments:
Met:/ Not met: Trains relevant AG manag-

ers including procurement: as above.

Score 2

Met:/ Not met: Score of 2 on A.1.2: See in-
dicator A.1.2

Met:/ Not met: Both requirements under

score 1 met: as above

B.1.6

Monitoring  and

corrective actions

The individual elements of the assessment
are met or not as follows:

Score 1

Met:/ Not met: Scores at least 1 on A.1.2:
See indicator A.1.2

Met:/ Not met: Monitoring implementation
of HR policy commitments:

Met:/ Not met: Monitoring AG suppliers:

Score 2

Met:/ Not met: Score of 2 on A.1.2: See in-
dicator A.1.2

Met:/ Not met: Describes corrective action
process:

Met:/ Not met: Example of corrective ac-
tion

Met:/ Not met: Discloses % of AG supply

chain monitored:

B.1.7

Engaging business

relationships

The individual elements of the assessment
are met or not as follows:

Score 1

Met:/ Not met: HR affects AG selection of

suppliers:
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INDICATOR
CODE

INDICATOR
NAME

SCORE
(OUT OF
2)

EXPLANATION

Met:/ Not met: HR affects on-going AG

supplier relationships:

Score 2

Met:/ Not met: Both requirement under
score 1 met

Met:/ Not met: Working with AG suppliers

to improve performance:

B.1.8

Approach to en-
gagement with po-
tentially  affected

stakeholders

The individual elements of the assessment
are met or not as follows:

Score 1

Met:/ Not met: Stakeholder process or sys-
tems:

Met:/ Not met: Frequency and triggers for
engagement:

Met:/ Not met Workers in AG SC engaged
Met:/ Not met Communities in the AG SC
engaged

Met:/ Not met Workers in AP SC engaged
Met:/ Not met Communities in the AP SC

engaged

Score 2
Met:/ Not met: Analysis of stakeholder

views and company's actions on them:

B.2 Human Rights Due Diligence (15% of Total)

cesses and triggers

SCORE
INDICATOR INDICATOR
(OUT OF EXPLANANTION
CODE NAME
2)
B.2.1 Identifying:  Pro- The individual elements of the assessment

are met or not as follows:
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INDICATOR
CODE

INDICATOR
NAME

SCORE
(OUT OF
2)

EXPLANANTION

for identifying hu-
man rights risks

and impacts

Score 1

Met:/ Not met: Identifying risks in own op-
erations:

Met:/ Not met: Identifying risks in AG sup-

pliers:

Score 2

Met:/ Not met: Ongoing global risk identi-
fication:

Met:/ Not met: In consultation with stake-
holders

Met:/ Not met: In consultation with HR ex-
perts:

Met:/ Not met: Triggered by new circum-
stances:

Met:/ Not met: Explains use of HRIAs or
ESIA (inc HR)

B.2.2 Assessing: Assess- The individual elements of the assessment
ment of risks and are met or not as follows:
impacts identified Score 1
(salient risks and Met:/ Not met: Salient risk assessment (and
key industry risks) context):
Met:/ Not met: Public disclosure of salient
risks:
Score 2
Met:/ Not met: Both requirements under
score 1 met: As above.
B.2.3 Integrating and The individual elements of the assessment

Acting: Integrating
assessment  find-

ings internally and

are met or not as follows:
Score 1
Met:/ Not met: Action Plans to mitigate

risks:
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INDICATOR INDICATOR SCORE
CODE NAME (OUT OF EXPLANANTION
2)
taking appropriate Met:/ Not met: Including in AG supply
action chain:
Met:/ Not met: Example of Actions de-
cided:
Score 2
Met:/ Not met: Both requirements under
score 1 met
B.2.4 Tracking: Moni- The individual elements of the assessment
toring and evaluat- are met or not as follows:
ing the effective- Score 1
ness of actions to Met:/ Not met: System to check if Actions
respond to human are effective
rights risks and im- Met:/ Not met: Lessons learnt from check-
pacts ing effectiveness:
Score 2
Met:/ Not met: Both requirement under
score 1 met: As above.
B.2.5 Communicating: The individual elements of the assessment
Accounting  for are met or not as follows:

how human rights

impacts are ad-

dressed

Score 1

Met:/ Not met: Comms plan re identifying
risks:

Met:/ Not met: Comms plan re assessing
risks:

Met:/ Not met: Comms plan re action plans
for risks

Met:/ Not met: Comms plan re reviewing
action plans:

Met:/ Not met: Including AG suppliers:

Score 2
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SCORE
INDICATOR INDICATOR
(OUT OF EXPLANANTION
CODE NAME
2)
Met:/ Not met: Responding to affected
stakeholders concerns:
Met:/ Not met: Ensuring affected stake-
holders can access communications
SCORE
INDICATOR INDICATOR
(OUT OF EXPLANATION
CODE NAME
2)
C.1 Grievance  chan- The individual elements of the assessment
nel(s)/ mecha- are met or not as follows:
nism(s) to receive Score 1
complaints or con- Met:/ Not met: Channel accessible to all
cerns from workers workers:
Score 2
Met:/ Not met: Number grievances filed,
addressed or resolved
Met:/ Not met: Channel is available in all
appropriate languages:
Met:/ Not met: Expect AG supplier to have
equivalent grievance systems:
Met:/ Not met: Opens own system to AG
supplier workers
C2 Grievance  chan- The individual elements of the assessment
nel(s)/ mecha- are met or not as follows:

nism(s) to receive
complaints or con-
cerns from external
individuals and

communities

Score 1
Met:/ Not met: Grievance mechanism for

community

Score 2
Met:/ Not met: Describes accessibility and

local languages
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INDICATOR

CODE

INDICATOR
NAME

SCORE
(OUT OF
2)

EXPLANATION

Met:/ Not met: Expects AG supplier to
have community grievance systems
Met:/ Not met: AG supplier communities

use global system

C3

Users are involved
in the design and
performance of the
channel(s)/ mecha-

nism(s)

The individual elements of the assessment
are met or not as follows:

Score 1

Met:/ Not met: Engages users to create or
assess system

Met:/ Not met: Description of how they do
this

Score 2

Met:/ Not met: Engages with users on sys-
tem performance

Met:/ Not met: Provides user engagement
example on performance

Met:/ Not met: AG suppliers consult users

in creation or assessment

C4

Procedures related
to the mecha-
nism(s)/ channel(s)
are publicly availa-

ble and explained

The individual elements of the assessment
are met or not as follows:

Score 1

Met:/ Not met: Response timescales:

Met:/ Not met: How complainants will be

informed

Score 2
Met:/ Not met: Escalation to senior/inde-

pendent level

Cs5

Commitment to
non-retaliation
over complaints or

concerns made

The individual elements of the assessment
are met or not as follows:

Score 1
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INDICATOR
CODE

INDICATOR
NAME

SCORE
(OUT OF
2)

EXPLANATION

Met:/ Not met: Public statement prohibit-
ing retaliation:
Met:/ Not met: Practical measures to pre-

vent retaliation:

Score 2

Met:/ Not met: Has not retaliated in prac-
tice

Met:/ Not met: Expects AG suppliers to

prohibit retaliation:

C.6

Company involve-
ment with State-
based judicial and
nonjudicial griev-

ance mechanisms

The individual elements of the assessment
are met or not as follows:

Score 1

Met:/ Not met: Won't impede state based
mechanisms

Met:/ Not met: Complainants not asked to

waive rights

Score 2

Met:/ Not met: Will work with state based
or non judicial mechanisms

Met:/ Not met: Example of issue resolved

(if applicable)

C.7

Remedying ad-
verse impacts and
incorporating les-

sons learned

The individual elements of the assessment
are met or not as follows:

Score 1

Met:/ Not met: Describes how remedy has
been provided

Met:/ Not met: Says how it would remedy

key sector risks

Score 2
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INDICATOR
CODE

INDICATOR
NAME

SCORE
(OUT OF
2)

EXPLANATION

Met:/ Not met: Changes introduced to stop
repetition

Met:/ Not met: Approach to learning from
incident to prevent future impacts

Met:/ Not met: Evaluation of the chan-

nel/mechanism

D. Performance: Company Human Rights Practices (20% of Total)

Agricultural Products only

INDICATOR
CODE

INDICATOR
NAME

SCORE
(OUT OF
2)

EXPLANATION

D.l.1.a

Living wage (in
own agricultural

operations)

The individual elements of the assessment
are met or not as follows:

Score 1

Met:/ Not met: Pays living wage or sets tar-
get date:

Met:/ Not met: Describes how living wage

determined

Score 2
Met:/ Not met: Paying living wage
Met:/ Not met: Definition of living wage

reviewed with unions

D.1.1.b

Living wage (in the

supply chain)

The individual elements of the assessment
are met or not as follows:

Score 1

Met:/ Not met: Living wage in supplier
code or contracts:

Met:/ Not met: Improving living wage

practices of suppliers
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SCORE
INDICATOR INDICATOR
(OUT OF EXPLANATION
CODE NAME
2)
Score 2
Met:/ Not met: Both requirements under
score 1 met
Met:/ Not met: Provides analysis of trends
demonstrating progress
D.1.2 Aligning purchas- The individual elements of the assessment

ing decisions with

human rights

are met or not as follows:

Score 1

Met:/ Not met: Avoids business model
pressure on HRs (purchasing practices)
Met:/ Not met: Positive incentives to re-

spect human rights (purchasing practices)

Score 2
Met:/ Not met: Both requirements under

score 1 met

D.1.3

Mapping and dis-
closing the supply

chain

The individual elements of the assessment
are met or not as follows:

Score 1

Met:/ Not met: Identifies suppliers back to

manufacturing sites (factories or fields):

Score 2
Met:/ Not met: Discloses significant parts

of SP and why

D.1.4.a

Child labor: Age
verification  and
corrective actions
(in own agricul-

tural operations)

The individual elements of the assessment
are met or not as follows:

Score 1

Met:/ Not met: Does not use child labor:
Met:/ Not met: Age verification of job ap-

plicants and workers:

Score 2
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INDICATOR INDICATOR SCORE
CODE NAME (OUT OF EXPLANATION
2)
Met:/ Not met: Remediation if children
identified
D.1.4b Child labor: Age The individual elements of the assessment
verification  and are met or not as follows:
corrective actions Score 1
(in the supply Met:/ Not met: Child Labor rules in codes
chain) or contracts:
Met:/ Not met: Age verification of job ap-
plicants and workers:
Met:/ Not met: How working with suppli-
ers on child labor
Score 2
Met:/ Not met: Both requirements under
score 1 met
Met:/ Not met: Analysis of trends in pro-
gress made
D.1.5a Forced labor: Debt The individual elements of the assessment
bondage and other are met or not as follows:
unacceptable  fi- Score 1
nancial costs (in Met:/ Not met: Pays workers in full and on
own agricultural time
operations) Met:/ Not met: Payslips show any legiti-
mate deductions
Score 2
Met:/ Not met: How these practices are im-
plemented and monitored for agencies, la-
bor brokers or recruiters
D.1.5.b Forced labor: Debt The individual elements of the assessment

bondage and other

are met or not as follows:

Score 1
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INDICATOR
CODE

INDICATOR
NAME

SCORE
(OUT OF
2)

EXPLANATION

unacceptable  fi-
nancial costs (in

the supply chain)

Met:/ Not met: Debt and fees rules in codes
or contracts:
Met:/ Not met: How working with suppli-

ers on debt & fees

Score 2
Met:/ Not met: Both requirements under
score 1 met

Met:/ Not met: Analysis of trends in pro-

gress made
D.1.5.c Forced labor: Re- The individual elements of the assessment
strictions on work- are met or not as follows:
ers (in own agricul- Score 1
tural operations) Met:/ Not met: Does not retain documents
or restrict movement
Score 2
Met:/ Not met: How these practices are
monitored for agencies, labor brokers or re-
cruiters
D.1.5.d Forced labor: Re- The individual elements of the assessment

strictions on work-
ers (in the supply

chain)

are met or not as follows:

Score 1

Met:/ Not met: Free movement rules in
codes or contracts:

Met:/ Not met: How working with suppli-

ers on free movement

Score 2

Met:/ Not met: Both requirements under
score 1 met

Met:/ Not met: Provides analysis of trends

demonstrating progress
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INDICATOR INDICATOR SCORE
CODE NAME (OUT OF EXPLANATION
2)
D.1.6.a Freedom of associ- The individual elements of the assessment
ation and collective are met or not as follows:
bargaining (in own Score 1
agricultural opera- Met:/ Not met: Commits not to interfere
tion) with union rights / Steps to avoid intimida-
tion or retaliation:
Met:/ Not met: Discloses % covered by
collective bargaining agreements
Score 2
Met:/ Not met: Both requirements under
score 1 met
D.1.6.b Freedom of associ- The individual elements of the assessment
ation and collective are met or not as follows:
bargaining (in the Score 1
supply chain) Met:/ Not met: FoA & CB rules in codes or
contracts:
Met:/ Not met: How working with suppli-
ers on FoA and CB
Score 2
Met:/ Not met: Both requirements under
score 1 met
Met:/ Not met: Provides analysis of trends
demonstrating progress
D.1.7.a Health and safety: The individual elements of the assessment

Fatalities, lost
days, injury rates
(in own agricul-

tural operations)

are met or not as follows:

Score 1

Met:/ Not met: Injury Rate disclosures
Met:/ Not met: Lost days or near miss dis-
closures

Met:/ Not met: Fatalities disclosures
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SCORE
INDICATOR INDICATOR
(OUT OF EXPLANATION
CODE NAME
2)
Score 2
Met:/ Not met: Set targets for H&S perfor-
mance
Met:/ Not met: Met targets or explains why
not
D.1.7.b Health and safety: The individual elements of the assessment

Fatalities, lost
days, injury rates
(in  the supply

chain)

are met or not as follows:
Score 1

Met:/ Not met: Sets out clear Health and
Safety requirements:

Met:/ Not met: Injury Rate disclosures
Met:/ Not met: Lost days or near miss dis-

closures

Met:/ Not met: Fatalities disclosure

Score 2

Met:/ Not met: How working with suppli-
ers on H&S

Met:/ Not met: Provides analysis of trends

demonstrating progress

D.1.8.a

Land rights: Land
acquisition (in own
agricultural opera-

tions)

The individual elements of the assessment
are met or not as follows:

Score 1

Met:/ Not met: Approach to identification
of land tenure rights holders

Met:/ Not met: Approach to doing so if no

recent land deals

Score 2
Met:/ Not met: How valuation and com-

pensation works
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INDICATOR
CODE

INDICATOR
NAME

SCORE
(OUT OF
2)

EXPLANATION

Met:/ Not met: Follows IFCS in any state
land deals
Met:/ Not met: Describes approach if no re-

cent land deals

D.1.8.b

Land rights: Land
acquisition (in the

supply chain)

The individual elements of the assessment
are met or not as follows:

Score 1

Met:/ Not met: Rules on land & owners in
codes or contracts

Met:/ Not met: How working with suppli-

ers on land issues

Score 2

Met:/ Not met: Both requirements under
score 1 met

Met:/ Not met: Provides analysis of trends

demonstrating progress

D.1.9.a

Water and sanita-
tion (in own agri-
cultural opera-

tions)

The individual elements of the assessment
are met or not as follows:

Score 1

Met:/ Not met: Action to prevent water and

sanitation risks

Score 2

Met:/ Not met: Water targets considering
local factors

Met:/ Not met: Reports progress and shows

trends in progress made

D.1.9.b

Water and sanita-
tion (in the supply

chain)

The individual elements of the assessment
are met or not as follows:

Score 1

Met:/ Not met: Rules on water stewardship

in codes or contracts:
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INDICATOR
CODE

INDICATOR
NAME

SCORE
(OUT OF
2)

EXPLANATION

Met:/ Not met: How working with suppli-

ers on water stewardship issues

Score 2

Met:/ Not met: Both requirements under
score 1 met

Met:/ Not met: Provides analysis of trends

demonstrating progress

D.1.10.a

Women’s rights (in
own agricultural

operations)

The individual elements of the assessment
are met or not as follows:

Score 1

Met:/ Not met: Process to stop harassment
and violence against women

Met:/ Not met: Working conditions take
account of gender

Met:/ Not met: Equality of opportunity at

all levels of employment

Score 2
Met:/ Not met: Meet all requirements under

score 1

D.1.10.b

Women’s rights (in

the supply chain)

The individual elements of the assessment
are met or not as follows:

Score 1

Met:/ Not met: Women's rights in codes or
contracts:

Met:/ Not met: How working with suppli-
ers on women's rights

Score 2

Met:/ Not met: Both requirements under
score 1 met

Met:/ Not met: Provides analysis of trends

demonstrating progress
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Apparel Only

INDICATOR
CODE

INDICATOR
NAME

SCORE
(OUT OF
2)

EXPLANATION

D.2.1.a

Living wage (in
own production or
manufacturing op-

erations)

The individual elements of the assessment
are met or not as follows:

Score 1

Met:/ Not met: Living wage target
timeframe

Met:/ Not met: Describes how living wage

determined

Score 2

Met:/ Not met: Achieved payment of living
wage

Met:/ Not met: Regularly review definition

of living wage with unions

D.2.1.b

Living wage (in the

supply chain)

The individual elements of the assessment
are met or not as follows:

Score 1

Met:/ Not met: Living wage in supplier
code or contracts

Met:/ Not met: Improving living wage

practices of suppliers

Score 2

Met:/ Not met: Both requirements under
score 1 met

Met:/ Not met: Provide analysis of trends

demonstrating progress

D.2.2

Aligning purchas-
ing decisions with

human rights

The individual elements of the assessment
are met or not as follows:

Score 1
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INDICATOR
CODE

INDICATOR
NAME

SCORE
(OUT OF
2)

EXPLANATION

Met:/ Not met: Avoids business model
pressure on HRs
Met:/ Not met: Positive incentives to re-

spect human rights

Score 2
Met:/ Not met: Both requirements under

score 1 met

D.2.3

Mapping and dis-
closing the supply

chain

The individual elements of the assessment
are met or not as follows:

Score 1

Met:/ Not met: Identifies suppliers back to

product source

Score 2

Met:/ Not met: Discloses significant parts

of supply chain and why
D24a Child labor: Age The individual elements of the assessment
verification  and are met or not as follows:
corrective actions Score 1
(in own production Met:/ Not met: Does not use child labor:
or manufacturing Met:/ Not met: Age verification of job ap-
operations) plicants and workers
Score 2
Met:/ Not met: Remediation if children
identified
D.24b Child labor: Age The individual elements of the assessment

verification and
corrective actions
(in the supply

chain)

are met or not as follows:
Score 1
Met:/ Not met: Child Labor rules in codes

or contracts
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INDICATOR INDICATOR SCORE
CODE NAME (OUT OF EXPLANATION
2)
Met:/ Not met: How working with suppli-
ers on child labor
Score 2
Met:/ Not met: Both requirements under
score 1 met
Met:/ Not met: Provide analysis of trends
demonstrating progress
D.2.5.a Forced labor: Debt The individual elements of the assessment
bondage and other are met or not as follows:
unacceptable  fi- Score 1
nancial costs (in Met:/ Not met: Pays workers in full and on
own production or time
manufacturing op- Met:/ Not met: Payslips show any legiti-
erations) mate deductions
Score 2
Met:/ Not met: How these practices are im-
plemented and monitored for agencies, la-
bor brokers or recruiters
D.2.5Db Forced labor: Debt The individual elements of the assessment

bondage and other
unacceptable  fi-
nancial costs (in

the supply chain)

are met or not as follows:

Score 1

Met:/ Not met: Debt and fees rules in codes
or contracts

Met:/ Not met: How working with suppli-

ers on debt & fees

Score 2

Met:/ Not met: Both requirements under
score 1 met

Met:/ Not met: Provide analysis of trends

in progress made
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INDICATOR INDICATOR SCORE
CODE NAME (OUT OF EXPLANATION
2)
D.25.c Forced labor: Re- The individual elements of the assessment
strictions on work- are met or not as follows:
ers (in own produc- Score 1
tion or manufactur- Met:/ Not met: Does not retain documents
ing operations) or restrict movement
Score 2
Met:/ Not met: How sure about agencies or
brokers
D.2.5d Restrictions on The individual elements of the assessment
workers (in the are met or not as follows:
supply chain) Score 1
Met:/ Not met: Free movement rules in
codes or contracts
Met:/ Not met: How these practices are im-
plemented and monitored for agencies, la-
bor brokers or recruiters
Score 2
Met:/ Not met: Both requirements under
score 1 met
Met:/ Not met: Provide analysis of trends
in progress made
D.2.6.a Freedom of associ- The individual elements of the assessment

ation and collective
bargaining (in own
production or man-
ufacturing

operations)

are met or not as follows:

Score 1

Met:/ Not met: Commits not to interfere
with union rights and collective bargaining
and prohibits intimidation and retaliation:
Met:/ Not met: Discloses % covered by
collective bargaining

Score 2
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INDICATOR INDICATOR SCORE
CODE NAME (OUT OF EXPLANATION
2)
Met:/ Not met: Both requirement under
score 1 met
D.2.6.b Freedom of associ- The individual elements of the assessment
ation and collective are met or not as follows:
bargaining (in the Score 1
supply chain) Met:/ Not met: FoA & CB rules in codes or
contracts
Met:/ Not met: How working with suppli-
ers on FoA and CB
Score 2
Met:/ Not met: Both requirements under
score 1 met
Met:/ Not met: Provide analysis of trends
in progress made
D.2.7.a Health and safety: The individual elements of the assessment
Fatalities, lost are met or not as follows:
days, injury rates Score 1
(in own production Met:/ Not met: Injury Rate disclosures
of manufacturing Met:/ Not met: Lost days or near miss dis-
operations) closure
Met:/ Not met: Fatalities disclosures
Score 2
Met:/ Not met: Set targets for H&S perfor-
mance
Met:/ Not met: Met targets or explains why
not
D.2.7.b Health and safety: The individual elements of the assessment

Fatalities, lost
days,
injury rates (in the

supply chain)

are met or not as follows:
Score 1
Met:/ Not met: Sets out clear Health and

Safety requirements
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INDICATOR
CODE

INDICATOR
NAME

SCORE
(OUT OF
2)

EXPLANATION

Met:/ Not met: Injury rate disclosures
Met:/ Not met: Lost days or near miss dis-
closures

Met:/ Not met: Fatalities disclosures

Score 2

Met:/ Not met: How working with suppli-
ers on H&S

Met:/ Not met: Provide analysis of trends

in progress made

D.2.8.a

Women’s rights
(in own production
or

manufacturing op-

erations)

The individual elements of the assessment
are met or not as follows:

Score 1

Met:/ Not met: Process to stop harassment
and violence

Met:/ Not met: Working conditions take
account of gender

Met:/ Not met: Equality of opportunity at

all levels

Score 2
Met:/ Not met: Meets all of the require-

ments under score 1

D.2.8.b

Women’s rights
(in the supply

chain)

The individual elements of the assessment
are met or not as follows:

Score 1

Met:/ Not met: Women's rights in codes or
contracts

Met:/ Not met: How working with suppli-

ers on women's rights

Score 2
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INDICATOR INDICATOR SCORE
CODE NAME (OUT OF EXPLANATION
2)
Met:/ Not met: Both requirement under
score 1 met
Met:/ Not met: Provide analysis of trends
in progress made
D.2.9.a Working hours (in The individual elements of the assessment
own production or are met or not as follows:
manufacturing op- Score 1
erations) Met:/ Not met: Respects max hours, min
breaks and rest periods in its own opera-
tions
Score 2
Met:/ Not met: How it implements and
checks this
D.29.b Working hours (in The individual elements of the assessment
the supply chain) are met or not as follows:
Score 1
Met:/ Not met: Working hours in codes or
contracts
Met:/ Not met: How working with suppli-
ers on working hours
Score 2
Met:/ Not met: Both requirements under
score 1 met
Met:/ Not met: Provide analysis of trends
in progress made
INDICATOR INDICATOR
SCORE EXPLANATION
CODE NAME
E(1).0 Serious allegation No allegations meeting the CHRB severity

No 1

threshold were found, and so the score of
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taken appropriate

action

INDICATOR INDICATOR
CODE NAME SCORE EXPLANATION
## out of 80 points scored in themes A-D
& F has been applied to produce a score of
## out of 20 points for theme E.
(In this case delete E.1, E.2 and E.3)
E.1 The Company has The individual elements of the assessment
responded publicly are met or not as follows: Score 1
to the allegation
E.2 The Company has The individual elements of the assessment
appropriate  poli- are met or not as follows: Score 1
cies in place
E.3 The Company has The individual elements of the assessment

are met or not as follows: Score 1

F. Transparency (10% of Total)

INDICATOR INDICATOR
SCORE EXPLANATION
CODE NAME
F.1 Company willing- Out of a total of # indicators assessed under
ness to publish in- sections A-D of the benchmark, “Com-
formation pany” made data public that met one or
more elements of the methodology in #
cases, leading to a disclosure score of ##
out of 4 points.
F.2 Recognized  Re- The individual elements of the assessment
porting Initiatives are met or not as follows:
Score 2
Met:/ Not met: Company reports on GRI:
Met:/ Not met: Company reports on SASB:
Met:/ Not met: Company reports on
UNGPRF
F3 Key, high-quality “Company” met # of the 8 thresholds listed
disclosure below and therefore gets ## out of 4 points

for the high-quality disclosure indicator.
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INDICATOR
CODE

INDICATOR
NAME

SCORE

EXPLANATION

Specificity and use of concrete examples

Met:/ Not met: Score 2 for A.2.2: Board

discussions

Met:/ Not met: Score 2 for B.1.6: Monitor-
ing and corrective actions

Met:/ Not met: Score 2 for C.1: Grievance
channel(s)/mechanism(s) to receive com-
plaints or concerns from workers

Met:/ Not met: Score 2 for C.3: Users are
involved in the design and performance of

the channel(s)/mechanism(s)

Discussing challenges openly

Met:/ Not met: Score 2 for B.2.4: Tracking:

Monitoring and evaluating the effective-
ness of actions to respond to human rights
risks and impacts

Met:/ Not met: Score 2 for C.7: Remedying
adverse impacts and incorporating lessons

learned

Demonstrating a forward focus

Met:/ Not met: Score 2 for A.2.3: Incen-
tives and performance management
Met:/ Not met: Score 2 for B.1.2: Incen-

tives and performance management

Disclaimer
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as relating to accounting, legal, regulatory, tax, research or investment advice and it is not in-
tended to take into account any specific or general investment objectives. The material contained
in the Benchmark does not constitute a recommendation to take any action or to buy or sell or
otherwise deal with anything or anyone identified or contemplated in the Benchmark. Before act-
ing on anything contained in this material, you should consider whether it is suitable to your
particular circumstances and, if necessary, seek professional advice. The material in the Bench-
mark has been put together solely according to the CHRB methodology and not any other assess-
ment models in operation within any of the project partners or EIRIS Foundation as provider of
the analyst team.

No representation or warranty is given that the material in the Benchmark is accurate, complete
or up to date. The material in the Benchmark is based on information that we consider correct and
any statements, opinions, conclusions or recommendations contained therein are honestly and
reasonably held or made at the time of publication. Any opinions expressed are our current opin-
ions as of the date of the publication of the Benchmark only and may change without notice. Any
views expressed in the Benchmark only represent the views of CHRB Ltd, unless otherwise ex-
pressly noted.

While the material contained in the Benchmark has been prepared in good faith, neither CHRB
Ltd nor any of its agents, representatives, advisers, affiliates, directors, officers or employees ac-
cept any responsibility for or make any representation or warranty (either express or implied) as
to the truth, accuracy, reliability or completeness of the information contained in this Benchmark
or any other information made available in connection with the Benchmark. Neither CHRB Ltd
nor any of its agents, representatives, advisers, affiliates, directors, officers and employees under-
take any obligation to provide the users of the Benchmark with additional information or to update
the information contained therein or to correct any inaccuracies which may become apparent (save
as to the extent set out in CHRB Ltd's appeals procedure). To the maximum extent permitted by
law any responsibility or liability for the Benchmark or any related material is expressly dis-
claimed provided that nothing in this disclaimer shall exclude any liability for, or any remedy in
respect of, fraud or fraudulent misrepresentation. Any disputes, claims or proceedings this in con-
nection with or arising in relation to this Benchmark will be governed by and construed in ac-
cordance with English law and submitted to the exclusive jurisdiction of the courts of England
and Wales.

As CHRB Ltd, we want to emphasize that the results will always be a proxy for good human
rights management, and not an absolute measure of performance. This is because there are no
fundamental units of measurement for human rights. Human rights assessments are therefore nec-
essarily more subjective than objective. The Benchmark also captures only a snapshot in time.
We therefore want to encourage companies, investors, civil society and governments to look at

the broad performance bands that companies are ranked within rather than their precise score
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because, as with all measurements, there is a reasonably wide margin of error possible in inter-
pretation. We also want to encourage a greater analytical focus on how scores improve over time
rather than upon how a company compares to other companies in the same industry today. The
spirit of the exercise is to promote continual improvement via an open assessment process and a
common understanding of the importance of the UN Guiding Principles on Business and Human

Rights.



