
© Shift Project Ltd, 2016. All rights reserved. 

Investors and Directors Session, August 10, 2016

Auckland, New Zealand

Connecting Human Rights Risks to ESG Performance: 

What Questions Should Investors and Directors Be 

Asking?

Rachel Davis and David Kovick



• Leading center of expertise on the UN Guiding Principles on 
Business and Human Rights

• We facilitate dialogue and build capacity through direct 
engagement

• We work with select companies, governments, civil society, 
industry and international organizations

• Non-profit, mission-driven
• We help bring strategy and commonsense to how 

businesses address human rights
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About Shift



1:30-3pm   Investors and Directors session

• The Growing Business Case for Respecting Human Rights
• The New Global Standard
• A 5-Step Framework for Boards

3:15-4:30pm   Investor-focused session (Directors welcome)

• Integrating Human Rights Due Diligence Into ESG Approaches
• Using the UNGP Reporting Framework
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Agenda



Session 1: 

The Growing Business Case for Respecting 

Human Rights
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• The murky “S” in ESG
• Greatest risks to people can be leading indicator of risks to 

business
• Poor human rights practices can damage long-term 

shareholder value
• Better management creates opportunities
• Regulatory developments driving attention to human rights 
• Avoid compliance divorced from performance
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Risk to people, risk to business



Harvard / Shift / University of Queensland research into 
costs of company-community conflict in extractive sector 
found:
o Most frequent: US $20 million per week in NPV due to 

operational delay
o Overlooked: senior management time
o Greatest: opportunity costs 
o Also: access to capital, insurance, security, loss of 

license / re-permitting
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Costs of conflict



Conflicts over land and water (TMP Systems research):
o 93% of rural land in emerging markets is occupied 
o In 54% of 360 cases there was a materially significant 

impact on the company - delays, compensation, 
regulatory costs, insurance premiums, unplanned capital 
expenditure, loss of license, inflated legal costs 
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Other costs?



Conflicts over labor rights:
o Interruptions in production, impacts on quality, accident 

rates, staff turnover, senior management time 
o Sports Direct – UK parliamentary inquiry into business 

model; lost over £400 million in value and dropped out 
of FTSE 100

o Cambodia garment sector – who is counting the costs?
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Other costs?



Creative legal claims: 
o Tort claim in UK against Tate & Lyle involving 

Cambodian sugar suppliers estimated at £10 million
o Parent company duty of care (eg, Hudbay in Canada; 

settlements in BP, Shell cases in UK) 
o Consumer protection / misleading statements (eg, 

Costco, Nestlé, Mars claims in US) 
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Litigation Risk



• OECD Guidelines for Multinational Enterprises establish 
National Contact Points (NCPs)

• NCPs increasingly used by trade unions and NGOs
• Harvard study shows majority of complaints now relate to 

human rights:
• Industries diversified beyond extractives and manufacturing to 

agriculture, finance, sporting organizations
• Not limited to activities in developing countries
• Claims against investors increasing (eg, NBIM, APG cases)
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Broader complaints risk



• Human rights disclosure requirements
o UK: Companies Act, Modern Slavery Act
o EU Non-Financial Reporting Directive
o US: Dodd-Frank Act, California Transparency in Supply 

Chains Act (federal Bill?), State Dept Reporting 
Requirements for Myanmar

• Public procurement requirements
o US Federal Acquisition Regulation
o EU 2014 Directive
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Regulatory developments
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Converging standards



Session 2: 

The New Global Standard
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• UNGPs do not create legal obligations 
• Help companies meet domestic law and also international 

standards
• Set a standard of conduct for business – prevent and 

address harm to people
• Shift from responsibility because you have influence to 

responsibility because you can be connected to impacts
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The Global Standard
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UN Framework



Responsibility to respect
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Corporate Responsibility to 

Respect Human Rights

• Focus on risk to people, not just 
risk to business
• In own operations and 
throughout value chain
• Compliance with local law may 
not be sufficient
• Cannot offset negative impacts 
by ‘doing good’

Policy Commitment 

and Embedding

Human Rights Due 

Diligence 

Remedy and Grievance 

Mechanisms



Expanding the scope
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Customers

Company
JV Partners, 

Governments

Direct 

Suppliers

Raw 

materials 

producers

Suppliers 

of 

Suppliers



Cause, Contribution, Linkage
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Cause

Affected 
Stakeholders

Company

Contribution in Parallel

Affected 
Stakeholders

Company
One or More 
Other Actors

Contribution through a 
Business Relationship

Affected 
Stakeholders

3rd Party

Company

Linkage

Company

Affected 
Stakeholders

3rd Party



Differentiated actions
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Involvement Prevention –

own actions

Prevention – others’ 

actions

Remedy

Cause Mitigate / 

prevent

Remediate

Contribution Mitigate / 

prevent

Use / build leverage 

with others

Contribute to 

remediation

Linkage to 

operations, products 

or services through a 

business relationship

Use / build leverage 

with others to seek to 

mitigate / prevent 

No responsibility 

to remedy but 

may choose to do 

so



Human rights due diligence
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Prioritize risks based on severity of harm to people:

1. Evaluate severity: 
– Scale 
– Scope 
– Remediability

2. Evaluate likelihood: 
– Country context 
– Nature of the business relationships
– Presence of vulnerable groups
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Making it manageable



Human rights risk heat map
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Using leverage

• Where a company doesn’t control the activities or decisions 
causing harm

• Commercial leverage – and beyond
• Audits are not a management approach
• Capacity-building and constructive engagement
• From mixed messages to incentives

• Leverage with other actors – peers, trade unions, NGOs, 
government, international organizations

• It’s all about creativity…



Session 3: 

5-Step Framework for Boards
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1. What is the company doing to make respect for human 
rights a part of how it does business?

1. How does the company know what negative impacts it 
may have on people?

1. What steps is the company taking to reduce and mitigate 

its risks?

1. How does the company engage with stakeholders to 
help it understand and address human rights risks?

1. Does the company explain which human rights issues 

it is reporting on and why?
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5-Step Framework



• A conclusion that social risks are not material, with no 
evidence of how the decision was reached

• An inability to name top human rights risks (based on 
operating contexts, products, partners)

• No information on oversight or governance of human rights
• Lack of evidence of stakeholder engagement
• An inability to name priorities for improvement in human 

rights risk management processes
• Focus on promotion of human rights through one-off 

projects
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Potential red flags?



Session 4: 

Integrating HRDD Into ESG Approaches 
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• Core vs broad responsible investment (98%)
• Getting beyond exclusion lists
• Asset owners and managers signing onto UN PRI
• Active engagement with fund managers / portfolio 

companies
• Collaboration with other investors
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Investor roles



As an investor …
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Customers

Company
JV Partners, 

Governments

Direct 

Suppliers

Raw 

materials 

producers

Suppliers 

of 

Suppliers

Investor 

(asset 

owner or 

manager)



• Screen for high-risk circumstances

• Focus on most severe risks to people using international 
human rights standards

• Use your leverage
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What can you do?



Screening for high-risk
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Nature of the

Operating 

Context

Vulnerable 

Groups

Company 

Commitment 

and Capacity
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Using leverage

• The power of an investor question
• Active engagement with fund managers / portfolio 

companies
• Collaboration with other investors
• Following up
• Not expected to catch everything – how do you respond 

when impacts are identified?
• Who are the expert stakeholders you can talk to?
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Agricultural supply chains

• PRI 2016 guidance for investor engagement on labor 
practices in ag supply chains:
1. Supplier Code of Conduct
2. Governance
3. Risk assessment
4. Sourcing and supplier relationships
5. Collaboration on systemic issues
6. Monitoring
7. Disclosure



Session 4: 

Using the UNGP Reporting Framework
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• Material means something has relevance – to whom?
• Salient human rights issues are relevant to stakeholders 

who could be harmed
• By the time an issue is ‘relevant’ to the company, it’s often 

too late
• Analysis of salient human rights issues can fit within a 

broader materiality analysis
• Doesn’t always work the other way around …

36

Materiality and salience
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“Too many tanks on the lawn”?

• NZX review of corp gov reporting requirements
• FMA
• IoD guidance
• ASX Corp Gov Council’s Principles and Recommendations 

– recomm 7.4
• WFE Sustainability Working Group’s 2015 guidance –

specifically recommends the UNGP Reporting Framework





an initiative of Shift and Mazars
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an initiative of Shift and Mazars

CROSS REFERENCES TO EIGHT OTHER 

REPORTING INITIATIVES

• DJSI

• FTSE ESG

• GNI (Global Network Initiative)
• GRI

• ICMM (International Council on Mining and Metals)
• <IR> (International Integrated Reporting Framework)
• OECD (OECD Due Diligence Guidance for Responsible 

Supply Chains of Minerals)
• UNGC (UN Global Compact Advanced COP Self-

Assessment)
• VPSHR (Voluntary Principles on Security and Human Rights)



an initiative of Shift and Mazars

WHO IS USING IT?

First adopter     Other early adopters 



an initiative of Shift and Mazars

“The undersigned investors, with $4.8 

trillion assets under management, 

support the UN Guiding Principles 

Reporting Framework. We hope it will 

incentivize improved disclosure and see it 

as an essential tool that enables 

investors to review companies’ 

understanding and management of 

human rights risks. It will also guide us 

in our engagement with companies going 

forward.” 

- Statement of support for the UN Guiding 

Principles Reporting Framework, signed 

by 82 investorsLead signatories of statement of support



an initiative of Shift and Mazars

UNGP REPORTING DATABASE

• Disclosure analyzed against UNGP Reporting Framework
• Investors, companies and stakeholders can compare for 

themselves
• 40 food and beverage, apparel, extractive and ICT companies 

included - and growing
• Next up finance, tobacco, construction, palm oil, O&G 

services 




