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Managing actual and potential human rights risk 
has become critical for some businesses operating 
in ‘high-risk, high-impact’ sectors. 

Globalised operations and supply chains have 
considerably heightened the risk, and getting it 
wrong can have catastrophic effects on reputation 
and the ‘licence to operate’.

In this Amity Insight, we look at the international 
context for protecting and respecting human rights 
– and how business is affected. We consider three 
specific areas of human rights impact:

n Conflict

n Supply chains 

n Land rights.

We also look at ‘country risk’ and how Ecclesiastical 
assesses companies for inclusion in the range of 
Amity Funds. 

Human rights as a corporate responsibility are 
still fairly immature, with concepts around business 
complicity still evolving. We look at how the best 
companies are integrating human rights risk, and 
where some have so memorably got it wrong. 

At Ecclesiastical, we have been a vocal part of the 
engagement debate around conflict-free gold – a 
material example of where business can, and is, 
making a difference. We examine this as a case 
study, alongside the potential for businesses in the 
hospitality sector to be implicated in economic and 
sex trafficking.

Liberty, Equality, Fraternity

The belief that each human being is entitled to fundamental, 
universal rights is relatively new. Ideas that began to emerge 
during the Renaissance were taken up by thinkers during the 
American and French revolutions exploring concepts of equality 
and natural rights. Only in the 19th century were these 
developed further, ultimately leading to the abolition of slavery 
and limits on child labour. The UN Universal Declaration of 
Human Rights (1948), now supported by more than 20 other 
UN Rights Covenants and Conventions, provides the context for 
the protection of human rights as part of international law today. 
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Human Rights:  
International Context

The preamble to the United Nations Universal Declaration 
of Human Rights (1948) defines human rights as:

“Recognition of the inherent dignity and the equal inalienable 
rights of all members of the human family [as] the foundation 
of freedom, justice, and peace in the world…reaffirmed [in] 
the dignity and worth of the human person and in the equal 
rights of men and women.”

Despite being adopted unanimously by all 56 members of 
the (then) United Nations and being incorporated into the 
constitutions of 185 member nations, many of its 30 defining 
articles remain aspirational and, sadly, unfulfilled. 
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Human Rights:  
The Business Context

Human rights are relevant to all businesses, but not necessarily equally. The advent of 
globalised systems of supply (added to the increasing appetite of companies to operate in 
challenging territories) materially increases the risk of complicity in human rights violations.

According to the World Trade Organization, world 
exports of manufactured goods were worth nearly 
$10 trillion in 2010, an increase of 18% on 2009. 
Asian exports of manufactured products grew by 
30% over the same period; India exported 40% 
more textiles than in 2009.1 Globalisation has 
revolutionised and added complexity to the sourcing 
of goods and services. Tesco has some 6,000 
suppliers in the UK alone, whilst Unilever has an 
international supplier base of 160,000 companies.2 
Human rights risks for companies will be heightened 
for those operating in high-risk sectors such as 
mining, infrastructure, plantations and forestry,  
or with large, diversified supply chains such as  
food and clothes retailing. Companies operating  
in technology or social media will face freedom of 
expression challenges as well as labour standards 
within the electronics supply chain. An iPod, for 
example, may be assembled in China for Apple, 
but have its assorted parts and components 
manufactured in a number of Asian countries. 

Business appetite for investing and operating 
in oppressive regimes also increases risk and 
impact. The wider the scope of international 
operations, the harder it is to monitor human rights 
risk comprehensively. Doing business in totalitarian 
regimes can constitute complicity in human rights 
violations, which occurs if companies either provide 
financial support to a regime, supply goods and 
services to a regime or are unable to operate freely 
and transparently without tacitly supporting an 
‘oppressive regime’. 

Overleaf we examine the state of human rights in 
the world today and what tools business now has to 
help it to manage these growing reputational risks.

1 WTO
2 Ethical Corporation October 2012



4   Amity Insight September 20124   Amity Insight January 2013

Human Rights: Mapping the Risk

UN Guiding Principles Framework

The United Nations set itself the task of clarifying standards of corporate responsibility 
towards human rights by developing what has become known as the ‘Guiding Principles 
Framework’. Adopted in June 2011, it is now the authoritative global standard for addressing 
adverse impacts on human rights by clarifying the meaning of a company’s responsibility to 
respect human rights. 

An annual Human Rights Risk Atlas, analysing the extent of human rights abuses in 197 countries, has 
revealed that human rights and labour standards risks for companies and investors are increasing on a global 
scale, with 48% of the world now posing ‘extreme’ or ‘high’ risks of corporate complicity in rights violations. 

Source: Maplecroft.

The Guiding Principles Framework enshrines  
the fundamental duty to protect human rights  
to the State, but that business has a corporate 
responsibility to respect human rights wherever 
its sphere of operation has an impact. Also set 
out is the requirement for remedy for those who 
have become victims of business-related abuse. 
This is known as the ‘protect, respect and 
remedy’ formula. 

Human rights have the potential to be relevant to 
all businesses, regardless of sector and country, 
and companies need to exercise due diligence to 
become aware of, and then prevent and address, 
any adverse impacts. Companies need to take 
into account:

n The country context in which the company operates

n The potential and actual human rights impacts 
resulting from corporate activity, and

n The relationships connected to those activities.



 Amity Insight September 2012   5Source: Amnesty International  Amity Insight January 2013   5



6   Amity Insight January 2013

Examining the Risks

The following pages look at just three areas in which businesses can be 
impacted by emerging human rights risk. They are far from exhaustive.  
In a world challenged by human rights violations, business can find itself 
having to deal with any of the following:

“We must understand the role of human rights as empowering of 
individuals and communities. By protecting these rights, we can 
help prevent the many conflicts based on poverty, discrimination 
and exclusion (social, economic and political) that continue to 
plague humanity and destroy decades of development efforts.”

Kofi Annan  

Former UN Secretary General

“States should encourage business enterprises domiciled in their 
territory and/or jurisdiction to respect human rights throughout 
their global operations, including those conducted by their 
subsidiaries and other related legal entities.”

John Ruggie  

UN Special Representative on Business and Human Rights

n Slavery and torture

n Gender and racial persecution

n Cultural rights

n Education and health rights

n Caste and disability discrimination.

Equally, companies supportive of human 
rights can run into cultural clashes where 
human rights are seen as ‘western’  
or ‘colonial’. 

Developing countries may emphasise 
economic and social rights whilst seeing 
political and cultural rights as ‘western’. 
In particular, women’s rights are often 
marginalised, making it difficult for 
businesses to effect equality policies 
and programmes that would be ‘normal’ 
at home.
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Supply Chain Risk 

Supply chain risks affect contracted and sub-contracted 
personnel through food, clothing and other supply 
chains. In the clothes sector, fast fashion and the 
drive to reduce production costs has fostered, in 
some instances, a race to the bottom in employment 
practices. This includes an absence of minimum or 
living wage standards, dangerous working conditions 
(with a lack of safety procedures) and long working 
hours for minimum reward.

Business responsibility requires companies to articulate a clear 
policy on labour standards including child, forced and bonded 
labour that clearly embeds International Labour Organization 
(ILO) protocols. Overtime should be an exception rather than 
the rule, and companies should have a transparent process  
for auditing and monitoring their high-risk suppliers with 
announced and unannounced visits. The aim overall should  
be to raise standards of business behaviour and employee 
welfare throughout the supply chain.

There have been numerous examples of companies  
suffering severe reputational damage from poor supply chain 
management, such as Nike and GAP, which have led to great 
improvement in corporate oversight of key risks. Apple and 
others continue to be implicated in poor labour practices at  
the Chinese assembling company Foxconn, after a spate of 
suicides and strikes. Allegations of child labour within the 
cocoa supply chain led leading confectioners such as Nestlé 
and Cadbury to direct investigations into labour practices on 
thousands of cocoa smallholdings in Ghana and Ivory Coast  
to understand the risks and challenges.
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Conflict Risk

Conflict affects local communities, civilians and 
employees. Geo-political risk is at the heart of 
understanding any potential complicity in human 
rights abuses such as the potential for military coups, 
the use of security personnel to protect corporate 
assets and the extent of their capacity to use force. 

Conflict principally affects companies operating in minerals 
exploration or in volatile territories subject to political instability, 
guerrilla activity or lawlessness. 

Business responsibility requires companies to understand 
the potential for complicity in human rights abuses arising 
from resource exploitation without community consent, just 
as much as their ability to create wealth and employment  
in volatile environments. Business can also be a force for 
positive change in post-conflict situations. 

Examples of human rights conflict risk, include:

n Burma (Myanmar) where historically there has been  
an inability to operate freely without supporting the  
military regime which has used bonded and slave labour 
for infrastructure projects 

n Mali where a military coup interrupted gold production 

n The DRC where conflict minerals have continued to 
fuel serious human rights abuses in lawless regions

n Colombia where BP had its operations severely tested  
by armed guerrilla groups, and where security forces  
were used disproportionately.
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Land Rights Risk

Land rights risks affect marginalised, indigenous  
and ‘first nation’ communities. Indigenous communities 
often suffer human rights violations because they are 
frequently not recognised as the owners of their tribal 
land owing to an absence of title, inadequate protection 
in law or poor maps and boundary definitions. Equally, 
in some territories, indigenous people have been seen 
as an obstacle to development and have been forcibly 
evicted, harassed, or in the worst extreme, murdered.

Resource nationalism is fuelling regional ‘land grabs’ – with 
Africa becoming a new frontier for plantation crops such 
as palm oil, which often requires substantial ‘clearance’ of 
local and tribal communities. This has also been seen in 
the Philippines, where native Higaonon have had their land 
sequestrated for palm production. In Peru, violations against 
the Shawi saw the sequestration of 72,000 hectares of tribal 
lands for logging and livestock purposes. 

Business responsibility requires companies to articulate a clear 
policy on indigenous communities within high-impact, high-risk 
sectors such as minerals exploration, plantation clearance, 
forestry and infrastructure development. Companies need to 
understand and incorporate the indigenous population as part 
of any community plan and engage with communities openly 
and transparently. Business can have positive benefits in terms 
of providing jobs, education and economic opportunity, whilst 
still respecting and nurturing tribal customs and culture. 

One recent example of a corporate failure to understand land 
rights risk is Vedanta Resources and its attempts to build a 
bauxite mine on the site of a sacred mountain in Orissa, India. 
The project received strong international criticism for failing to 
engage with the indigenous Dongria Kondh on whose land the 
mine was due to be built, and was ultimately rejected as 
a result of environmental violations.
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Helping to Assess Human Rights Risk 

At Ecclesiastical Investment Management, we apply a ‘case by case’ test as part of our 
responsible investment screening process, which considers where companies operate,  
their ability to promote progressive economic and social community advancement, and to 
prevent complicity in human rights violations. This is a challenge, and we have produced  
a more detailed SRI Expert Briefing that tries to define what we mean by an ‘oppressive 
regime’. As part of our analysis, we rely on various credible human rights research tools, 
principally Freedom House and Transparency International.

Freedom House is an NGO that publishes 
surveys on the state of civil liberties and political, 
economic and religious freedom in the world. 
Specifically, Freedom House is:

n A proxy for poor or vulnerable human rights

n Publisher of the Freedom in the World Index

n 195 countries surveyed

n 87 countries ‘free’

n 48 countries ‘not free’

n 60 countries ‘partly free’. 

www.freedomhouse.org 

Transparency International is part of a global 
anti-corruption coalition that publishes a leading 
corruption perceptions index. Specifically, its body 
of work includes:

n Corruption Perceptions Index 

n 1 = very corrupt, 10 = very clean

n 183 territories measured

n Press Freedom Index

n Rule of Law Index

n Judicial Independence Index.

www.transparency.org.uk 

Combined, these provide a comprehensive portrait of the state of civil and political rights in the world today, 
with remarkably similar rankings for countries emerging as among the most risky. For instance, the same 
six countries appear in the bottom dozen of each index. 

We also use Amnesty International and Human Rights Watch country reports and US Department of 
State Human Rights Country Reports. We expect countries to observe national, regional and international 
sanctions regimes where these are applied, and we take these into account at country level. 

At Ecclesiastical, we apply a positive screen to potential and on-going investments, whereby companies 
operating in ‘oppressive regimes’ will be closely analysed. We continue to exclude from investment 
companies with material operating interests in Burma (Myanmar) and Sudan, and we do not invest in 
State-Owned Enterprises (SOEs) in China. We tend to avoid investment in mining and trans-national 
integrated oil exploration and production, given the range of challenging markets they are exposed to 
and the heightened human rights risk. 
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Helping to Assess Business Risk 

The UN Guiding Principles Framework establishes that human rights are relevant to all 
businesses, but not all businesses equally. The Principles effectively converge expectations 
of all leading actors – government, business and civil society, as part of the, protect, 
respect and remedy, formula. 

The Five Key Principles for Responsible Investment ‘in Country’

1.  Do no harm; business should not exacerbate natural resource exploitation 

2.  Investment should adhere to internationally accepted standards for respecting human rights

3.  Investment should be ‘zero tolerant’ of corruption and adhere to financial transparency

4.  Investment should support civil society and seek to be a positive community partner

5.  Community consultation and grievances should be adhered to under ‘protect and respect’.
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To manage emerging human rights risk, business 
is increasingly required to understand fully the 
nature of its exposure via comprehensive due 
diligence. At its core, companies will need to know:

n The risks stemming from likely community action 

n The likely resistance to company operations

n That preventing escalation may fatally weaken 
reputation and the licence to operate. 

Assessment should include actual and potential 
human rights impacts, such as the adverse human 
rights impacts from direct operations or associated 

products and services – and will vary in complexity 
depending on the sector and territories of operation. 

Ecclesiastical’s responsible investment approach is 
predicated on business not being held complicit in 
human rights violations and not materially supporting 
oppressive regimes via state support. We also 
actively look for companies making a tangible 
commitment to civil society and contributing towards 
economic and social progress within communities.
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The UK stone paving company faced acute ethical 
challenges when sourcing granite, sandstone and 
limestone from Asia, including child labour in India 
and prison labour in Vietnam. Learning new ways 
rather than prescribing remedies has proved to be 
the best way forward: in India, Marshalls worked with 
a not-for-profit NGO to set up schools and provide 
a safety net through health checks in order to raise 
standards in India’s quarries. It uses audits as a 
progressive means of motivating behavioural change. 
Selecting suppliers that can be trusted, working 
with them in partnership and ultimately building 
the case for sustainability as part of ‘the contract’ 
can successfully protect and respect human rights.

Supply chain management is increasingly about 
partnership and co-operation, and less about 
imposing standards or codes of practice on a wide 
supplier base. The US technology giant IBM has 
built in four requirements as part of its contract with 
suppliers. First, to address corporate responsibility 
through their management systems, secondly, 
establishing measurable targets and goals, 
thirdly, measuring and, fourthly, reporting their 
performance. For IBM this goes beyond monitoring 
and compliance, to one that is about collaboration 
and constructive engagement. This is important, 
as IBM faces the challenges of conflict minerals 
as part of its supply chain risk. 

Case Studies
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Helping to Assess Country Risk

There is no universally accepted definition of an ‘oppressive regime’ or what 
constitutes one, although the term is widely used and understood. Dictionary 
definitions include the prevalence of established laws, customs or practices 
that systematically produce inequalities that oppress specific groups within  
a society. Oppressive, in an institutional sense, can be thought of as unjust, 
severe, arbitrary or tyrannous, and in the worst extremes, murderous.

Companies operating in ‘oppressive regimes’ will be open to charges of 
complicity in human rights violations, unless they can demonstrate appropriate 
policies and procedures for understanding and obviating the risk.

We write more on ‘oppressive regimes’ in an SRI Expert Briefing available  
at www.ecclesiastical.com 

Burma’s (Myanmar) reformist government is seeking to transition the country away 
from 50 years of brutal military dictatorship to a more open society. The country 
has endured the worst abuses of human rights violations such as torture, political 
prisoners, ethnic persecution and child and bonded labour. An early thaw saw 
the release of hundreds of political prisoners, but challenges remain, not least 
worsening ethnic tension and sporadic violence. We feel it is still too early to lift our 
investment exclusion on Burma, but we continue to monitor the situation closely.

Sudan has endured decades of civil war since independence in 1956. Civil wars 
between the Islamic north and Christian south led to widespread human rights 
violations including the genocide in Darfur and civilian bombing of Christian targets. 
Although South Sudan became the world’s youngest nation in 2011, acute tensions 
remain, and in the north, Sudan remains an oppressive state with torture, slavery 
and child soldiers routinely recorded. Instances of continuing harsh violations 
convince us that our investment exclusion of these countries should remain. 

Whilst economically open, China is an authoritarian one-party state that poses 
many human rights challenges for investors. Sharp curbs on freedom, internet 
censorship and persecution of minorities make China a difficult environment for 
responsible investors. However, China has a flourishing civil society that witnesses 
over 500 protests a day against online surveillance and censorship. Companies 
have the ability not only to raise standards of business behaviour, but also to make 
a compelling contribution to community progress.



Human Rights in Action: Two Case Studies

In addition to screening companies case by case in support of our responsible 
investment approach, we have also been involved in some high-profile  
engagement, which has human rights protection and respect at its core. 

Conflict Gold  
Supporting a Conflict-free Global Standard

We have become heavily committed to working with the gold industry to understand 
the gold supply chain and the risks associated with conflict minerals. Gold from 
individual mines is not routinely separated during refining, and because it can be 
endlessly recycled, gold has a particularly porous supply chain. At any one time up  
to 40% of gold in the supply chain is recycled, whilst a further 15% comes from the 
unregulated artisanal sector, prone to poor standards and chronic human rights 
abuses. The World Gold Council’s (WGC) objective has been to provide a benchmark 
for operators so that there is a clear chain of custody that allows responsibly mined 
gold to be certified ‘conflict-free’. 

At Ecclesiastical, we would not normally invest in gold mining, but bullion itself might 
be viewed as essentially benign or ethically neutral. We were not content to leave 
it at that – we wanted to understand where the gold came from and how it enters 
the supply chain. The WGC standards effectively ‘grandfather’ existing gold in the 
supply chain, but hopefully in the future it will set a new standard for ethical due 
diligence, that may over time help to eradicate unscrupulous gold from the chain, 
thereby improving human rights immeasurably.

Trafficking 
Hospitality Risk

Trafficking may seem far removed from the concerns of business, but it was 
identified in 2010 as a potential risk for the leisure and hospitality industry. This was 
taken up by a coalition of investors looking at the economic risk of sex trafficking 
arising from the World Cup in South Africa. Investors continued to engage with 
leading hotel groups as part of an initiative that identified London as being equally 
susceptible to an increase in trafficking as a result of the 2012 Olympic Games. 

The industry Tourism Code provides a useful framework for the leisure industry, 
but we found there to be fairly poor take-up by leading hotels groups; they either 
did not understand the risk or were failing to own it. The Code, focusing on employee 
policies and ‘what to look for’ signs, has slowly been adopted as part of successful 
investor engagement. We have also engaged with local and regional newspaper 
groups that publish escort ads. These are widely viewed as being a front for criminal 
activity including trafficking, and whilst two of the UK’s largest newspaper groups 
(by circulation) have banned them, two others continue to accept them. We believe 
both are exposed to potential charges of complicity with sex trafficking, and we 
continue to engage with them.
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In this Amity Insight we have sought to 
examine human rights as an emerging 
corporate risk. Human rights protection 
is the responsibility of government, but 
respect for human rights is a business 
responsibility within and through its 
sphere of operation. International 
law and the UN Guiding Principles 
Framework provide the tools for 
business to understand and respond 
to the risk dependent on the sector in 
which they operate. Business must 
therefore assess the risk of potential 

complicity in human rights abuses 
and conduct adequate risk related 
due diligence to understand the nature 
of that risk. This should be supported 
by training, monitoring and reporting and 
has made the context for human rights 
risk far more complex and unpredictable, 
but equally, many companies now have 
the appetite to operate in politically 
challenging and dangerous territories 
that heighten the risk. It is up to 
businesses to consider the context, 
extent and reach of their territorial 

View from the Top 

n The backing of an award-winning team

n Over 20 years of experience of  
socially responsible investing (SRI)

n Funds that are both positively  
and negatively screened

n A stable investment team with  
a wealth of experience spanning  
many years

n A comprehensive in-house  
SRI research function

n An independent panel that reviews 
investment decisions

n A robust socially responsible 
investment process

n A pride in our independent analysis. 
We’re not afraid to adopt contrarian 
positions and are in favour of long-
term investment horizons

n A consideration of the preservation  
of capital as our primary responsibility, 
preferring absolute returns over 
relative performance

n Fund Managers at Ecclesiastical are 
unconstrained by rigid stock lists, 
permitting more flexibility to take 
advantage of good-value opportunities 
as they present themselves

n Decision-making for the long term,  
as frequent trading increases costs 
and decreases returns

n Avoidance of companies materially 
involved in alcohol production, 
gambling operations, pornographic 
and violent material, tobacco 
production, testing animals for 
cosmetic or household products, 
supporting oppressive regimes  
or strategic weapon production

n Actively seeking out companies with  
a record of involvement and good 
performance in terms of business 
practices, community relations, 
corporate governance, education, 
environmental management, 
healthcare, human rights, labour 
relations and urban regeneration.

Why Ecclesiastical?

footprint, so that the level of risk can be 
understood and prepared for. Failure to 
do so will invite charges of complicity, 
risk reputational damage and possibly 
lead to a loss of the licence to operate. 
Getting it wrong may be damaging to the 
communities, but we see opportunities 
for those companies that get it right. 

Neville White, Senior Socially 
Responsible Investment Analyst
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