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Executive summary

This papers eeks t o identify, based primarily on compa
labour issues in light of the principles and standards for responsible business conduciéedpgrthe

OECD Guidelines for Multinational Enterprisen particularitsChapt er |V O Empl oyment
Rel ati onsod. For this purpose, a range of i ndi cat
assessment of companies. The analyasstbeen based on a universe comprising almost 2000 companies
publicly listed on the FTSE All World Developed index (and a sample of listed companies in emerging
markets, chosen to give a representative sample of countries and sddims)ncompasses aodad
geographical and sectoral spectr(sae Annex 2)

The current analysis covers a range of labour issues: equal opportunitiés,aneasafety, jolsecurity
andtraining, tradaunions ancdtherinternationally recogniseldbour standards such as cHatour, forced
labour and freedom of association within owned operations and the supplyTdtiaipaper also includes
allegations by civil society stakeholders of breachemteinationally recognisedore labour standards
both in the compangnd thesupply chain, and international standardswanking hours and health and
safety to assess how companies are managing labour issues globally.

Analysing companies on their management of labour issues shows variability in performance depending on
the different labour issues across regions and sectors. Certain labour standards and systems tend to emerge
as those most widely adopted.

Overall, equal opportunity is the issue with the highest proportion of companies having developed policies
and systemd with almost 80% of all companies having an equal opportunities polimilarly,
companies with a high risk exposure to health and safety issues tend to have developed systems within a
well regulated environmenrtwith more than 77% of all companies having healtt safety systems.

Often, national legislation, trade union pressure and public awareness around equal opportunities and
health and safety can explain the levelmérest shown bgmployerdo these issues. It is therefore worth
noting the positive de of strong governmental involvement through legislation and law enforcement.

This also explaingverall good assessments in OEEDrope on trade union membership, where labour
laws are more regulated than in POECD/Emerging Markets. Indeed, in OE@EDrope, 76% of
companies show at least some evidence of trade union recognition yet@E@GIWEmMerging Markets,
only 15% of companies reach this level.

On the other hand, across all regions, no sector has more than 20% of companies showing clear evidence
of job securityor training systersand, overall, less than 10% of all companiesigsed have clear
evidence of having jobecuritysystemsThis mayalsobe due to the absence or weagses ofjovernment
regulationsin these areagven though both th@ECD Guidelines antO instruments encourage these
activities on the part of companies.

Companies are more likely to commit publicly to an equal opportunity policy (80% of companies) than to
other internationally recognised labour standards. Only 22%l afoenpanies across regions publicly
commit to all core internationally recognised labour standards. While strong legislation around equal
opportunities and health and safety issues can explain company performances in these areas, the lack of
national reglations relating to the internationally recognised core labour standards, and the fact that supply

1 See annex 3 for details on methodol ogies used to
and reporting in these areas.



chain issues for example came on the public agenda at a later stage than other issues such as
discrimination can also help explain these differenc€»eral, awareness of supply chain labour
standardsand human rightéssues is highest in OECBurope and OECDorth America; however it

remains low in OECBAsia Pacific andespecially in norOECD/Emerging Markets.

Some industry sector differences also can Isznked, for example in the traditionally unionised sectors as
opposed to newer industries. Sectors which have beenafteretargeted by civil society actors for supply

chain issues also perform better thdher sectors. An example of the latter is {herformance of mobile
telecommunications and technology and hardware equipment in the supply chain with respectively none
and 18.5% of companies achieving at least an intermediate grade for policies in the supply chain compared
with 38.6% and 52.5% for thgeeneral retailers and the personal goods sectors. Companies in the real estate
sector seem to have taken less action in response to all the issues (except for training) to improve the
working conditions of their employees than in other sectors.

Apart from regional or sectoral reasons, the size of a company by market capitalisation can also explain the
differences observedlVith 46.7% of all companies with market capitalisation above USD 3 bhiasting
developed human rights policies assessed as int&t@edjood or advancedgainst only 15% of
companies with market capitalisation under USD 3 bhillion, it is clear that large companies by market
capitalisation are more likely to develop human rights policies, systems and reporting and to a higher
standardhan smaller companies. This is partly due to the fact that larger and more visible companies often
face greater exposure to investor, trade union, NGO and consumer prddsireommitments on
corruption, environment or labostandards for quotationsaeired bya number ofstock exchanges as

listing requirements also have an impact.

The analysis of companies worldwide daacross sectors also poinis increasing convergence of
commitments. The Universal Declaration on Human Rights as well as the lleQabmur standards are
increasingly becoming central to human rights policies for companies, partigoleglhgation to operations

in developing countries. Other initiatives such as the Voluntary Prinayple3ecurityand Human Rights

are also startingot be more widely referred to in the extractive sector. The development of new
accreditation standards such as OHSAS 18001, developed by the British Standards Institution (BSI) jointly
with a number of national standards bodies, certification bodies aniéligieconsultancies, for health and
safety or the SA 8000, developed by Social Accountability International (SAl), for human rights and the
increasing auditing of companies on their labour practices also strengthen the standardisation of certain
labour Bsues. These trends would indicate thaet of basic labour standards is emerging and is being
developed.

Overall, companies in OECBurope are most advanced in their development of Igtraatices They are

followed by companies in the OEGHRorth Ameica and OECD AsigPacific. The lower performance of
companies in OECHAsia Pacific and, especially, mon-OECD/Emerging Marketselates tomanaging

labour issues in their supply chaiasd human rights anchay be explainedby the fact that companies
basedn this region areinder less pressure from civil society stakeholders and the responsible investment
community and may often be less regulated. Yet, as managers of responsible investment funds are
increasingly calling forcorporate codes of conduct to keadirect referencéo the ILO core labour
standardsit is reasonable t@xpect the performance of companiesOECD-Asia Pacific and non
EmergingMarkes to improveover time as these companies come under increasing pressure to meet such
expectations.



1. Approach

Analysis for this paper is based on EIRIS data from February 2008. The data covers almost 2000
companies publicly listed on the FTSE All World Developed index (and a sample ofdistgzhniesn
emerging markets chosen to give a representativle ofcountriesand sectors)

Regional analysis is based on the following distribution:

OECD-Europe - Austria, Belgium, Denmark, Finland, France, Germany, Greece, Hungary, Ireland,
Italy, Netherlands, Norway, Portugal, Spain, Sweden, Switzerland, yWuske the UK (480
companies)

OECD-Asia Pacific- Australia, Japan, New Zealand and South Korea (601 companies)
OECD-North America - Canada, Mexico and United States of America (715 companies)
Non-OECD/Emerging Markets - Brazil, China,Chinese TaipeiHong Kong, India, Isaxel, Malaysia,
Russia, Singapore, South Afriaad Thailand (192 companies)

The full distribution on companies by countryinsluded in Annex.

This paper focuses on the following issues:

1 Equal opportunities
Trade union membership

Job security aghtraining

1

1

1 Health and safety
1 Human rights

1

Supply chain labour standards

The companyds performance on these issues i S asseée
in place (including public policy commitments and quality of disclosure) and #ittctiveness, as
measured bgn analysis of allegations sérious breaches of recognised labour standards.

The internationally recognisedore labour standards referred to in this paper are the conventions in the
ILO Declaration on Fundamental Prinkp and Rights at Work (1998): child labour, forced labour,
discrimination, freedom of association and collective bargaining. These ILO core labour standards are
extensively covered in tteECD Guidelines on Miltinational Enterprises.

A wide range of souss are usednainly public company documents (annual reports, social reports and
websites)together withthird party sources (government and regulatory data, industry and specialist
journals, trade unions, NGO websites and other independent sourcedjitiona@IRIS gathers its own

data on companies via surveys and through direct dialogue with companies.

The areas that EIRIS researches are determined through consultation with clients and significant issues are
identified wusi ng andaccessdoges@pomsibléipvessmnt metwvprlesrForieachke of these

i ssues, the methodology provides an assessment of
the companydés stated policy, man age me n tlefinedyirs t e ms
Annex 3. The methodology also assesses performance by analysing allegations of breaches of relevant



international labour or human rights standards and responses reported by the companies involved (see
Annex 3 for the source of informationusecdh t he al |l eged breaches and com

Establishing a globally applicable public policy, while no guarantee of performance, is commonly the first

step for a company wishing to address their impact in any particular area and a valid measueyef t

of a companyés commitment. The | evel of i mpl ement
appropriate management system and its effectiveness can be assessed through reporting on the issue,
including relevant data and disclosing perforsgagainst targets, as well as performance on the ground.

The approach outlined in this paper, focussing on the quality of policy, systems, reporting and evidence of
breaches, therefore presents an important measure of company commitment and transphaieoay o

issues.

2. Key findings

Each section includes a brief introduction to the topic, details of the assessment methodology and regional
and sectoral analysis and trends.

2.1 Equal opportunities
The issue

Employers are increasingly recognising equadasfunities as a high profile issue. This is driven by the
increasing regulations on discrimination and the reputational issues which companies risk in cases of
alleged discriminatory practices, in the media and as a result of lawsuits. Improving diversity
increasingly seen as a means to protect company or brand reputation and of gaining competitive advantage.
Greater diversity in the workforce widens the talent pool and improves staff morale and retention rates.

Methodology

The qual ity oafopportunitesapolicyeand syseempslis assessed. For policy, this includes
whether the policy goes beyond race and gender to cover disability, religion, ethnic origin, age and sexual
orientation; global applicability of the policy, and whether there arstonieag and support networks.
Companies are regarded as having a basic policy if they have made public a gendrstriraimation
statement, moderate if they go beyond this requirement and good if they are also members of support
networks for minority goups. Equal opportunities management systems are assessed on a combination of
work-life balance indicators including flexible working hours, job sharing and child care arrangements.

Companies are also assessed on whether they provide statistics frositydig@nitoring showing
employee demographics and the proportion of ethnic minorities and women at management level. An
additional performance indicator is whether the proportion of women or ethnic minority managers matches
at least thredifths of the repesentation of these groups in the workforce.



Figure 1. Equal Opportunities Policies (Region)
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Figure 2. Equal Opportunities Systems (Region)
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Figure 3. Equal Opportunities Policies (Sector)
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Figure 4. Equal Opportunities Systems (Sector)
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Figures 1to 4 illustrate the following trends:

I OECD-North America region has the highest proportion of companies with policies for equal
opportunities (95%). However, OEGEuUrope has the highest proportioh ammpanies with
policies assessed as good (35%)

1 OECD-Europecompanies also have the highest proportion of equal opportunities systems (82%).
These are companies with either wdif balance indicators such as flexible working hours, job
sharing and chil care arrangements or statistics from diversity mongosinowing employee
demographics.

1 OECD North America has a higher proportion of compamih equal opportunities policy than
the OECD Asia Pacific,yetthe trend reverses for equal opportunitiestams (respectively 27%
and 66% of companies analysed giving at least some evidence of equal opportunities systems
compared with 95% and 68% having at least a basic equal opportunity policy)

1 Non-OECD/Emerging Markets region has the lowest proportion lifipe and systems for equal
opportunities; only 29% of companies have a basic equal opportunities policy or abardyand
16% have systems to manage equal opportunities

1 The food and drug retailer sector has the highest proportion of good equal opiesrfwiicy
with 28% of companies analysed. However, the banking sector is the group with the highest
proportion of equal opportunities systems, with 66% of companies having at least some evidence
of these systems

1 Approximately 50% of all companies hasdeast some evidence of having equal opportunities
systems compared with almost 80% of companies having an equal opportunities policy

A higher proportion of US companies (which represent 92% of companies analysed in the N@BS8D
America region) achievat least a basic assessment due to historically well established national regulations
(Civil Rights Act of 1964 and the Age Discrimination in Employment Act of 1967). Over 90% of US
companies disclose an equal opportunities policy, and many have memketsragks supporting minority
groups.

The performance of companies in OE@Bia Pacific and norOECD/Emerging Marketsnay be
explained by a looser legislative framework towards equal opportunities and a traditionally lower
proportion of women in the homeountry workforce compared tdblorth American and European
companies (espediy outside Japan). Aigher than average proportion of qoamies in these countries
refer only to gender and not other forms of discrimination in their policy. In Japan for egampl
discrimination is largely perceived as a gender issuegamérallyacknowledged in large companies.
Othercultural differences in the intemgtation of equal opportunities include the classification ohait
English speakeras ethnic minorities in Agiralia.

Although OECD North America has a higher proportion of companies with an equal opportunities policy
than the OECDAsia Pacific region, the trend reverses for equal opportunities systems. This is also linked
to disclosure trends. There is an 80%pianse ratéor Japanese compas, while US companies are less
likely to respond to surveys on these issli¢é® data US companies publish tends to be standard employee
benefits relating to medical insurance and paid time off rather than to employeest@mngzny gender or
ethnic minorities. In addition, public disclosure is not required by US legislation and it is possible that US
companies tend not to publish these figures due to potential legal implications.

In the OECDEurope region, a high proportioof companies report the gender composition of their
workforce and their flexible working arrangements. This is due to a strong legislative framework. Under



the French NRE lafwassed in 2001, for example, publitisted companies are required to disclose
information on social and environmental issues in their annual reports. Disclosure includes indicators
related to equal opportunities such as the integration of women into different posts. While no key
performance indicators (KPIs) are clearly definedcompulsory, EIRIS data clearly shows a high
proportion of French companies with systems for implementing equal opportunities. Similarly, in the
Netherlands, where companies are legally required to publish annual social reports, all companies have at

leastt some evidenced of systems.

Traditionally maledominated industries such as oil and gas and mining hadgroblemsrecruiing

women butareimplemening changes to attract more women. Similarly, the banking sector has the highest
proportion of companieswith equal opportunities systemthis is driven by high profile allegations of

discrimination against women in promotion opportunities and remuneration.

The proportion of equal opportunities policies and systems develapeds all regions and sectors
indicate that the issue has been seriously considered by emplohergeflects national regulatory
requirementdor standarde&ndadditionalnational regulations influeittg the type and level of disclosure
made by companiés These findings seem to engslise the positive role of government involvement

through legislation.

In total 18 allegations of serious breaches of equal opportunities, as defined by the ILO core labour
standards (ILO Conventions 100 and I1frohibiting discrimination at work) wertvund. Five (28%)

allegations related to companies incorporated in the GE@Dpe and 13 (72%) from OEGHNorth

America region, specifically the US. In OEE€HEurope region one (20%) of the allegations was assessed by
EIRI'S as 6not addwith sewen ¢58%) of Thie allegatiors i pO&®letls America.
The fact that the majority of the cases were raised in the US may be due partly to a greater scrutiny on the

part of NGOs on this topic and partly due to the litigation system in the US.

Accordingt o EI RI'S met hodol ogy, oOnot addressed0 means
necessary to prevent theaecurrence of the breach in the future. For example, a company must have a
policy on all ILO core labour standards in question and ma$gpecifically and in detail to the allegation

to be assessed é@xldress d b should also provide details of audits related to the breach.

Most of the allegations were made against dkebbwn companies which have been targeted by NGO
campaignsAllegations of discriminatiorin the supply chain often relate to recruitment methods aimed at
screening out pregnant womeaither by asking intrusive questions or forcing women to undergo
mandatory pregnancy testingVithin the ©mpany itself, allegations refeto gender or racial

discrimination.

2 Reporting requirements are tsorth in regulations implementing the NRE (Nouvelles Regulations
Economi ques) | aw, promul gated in a Decree dated
221).

3 For example within Northern Ireland, equal opportunities legislation requiresicagt disclosure of the

religious and racial compositions of their workforce, whilst in other countries such as France and Belgium,

the reporting of such statistics based on ethnicity is illegal.

2



2.2 Trade union membership

The issue

Recognising and implementing the rights of workers to organise in trade unions and negotiate collectively
represents an effective way to improve both employee relations anchgadmditions. Unions typically
negotiate on key areas such as wages, hours of work and working conditions. Trade unions can provide
workers with a valuable safeguard against exploitation and victimisation.

Methodology

The trade union and employee papation criterion analyses whether the company has collective
bargaining and union recognition arrangements. The level of evidence provided is assessed according to

the percentage of employees covered by the agreement/union recognition.
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Figure 6. Trade Unions (Sector)
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Figures 5 and 8lustrate the following trends:

1 OECD-North America and ne@®ECD/Emerging Markets are the regions whose home
companies have disclosed the least evidenceeroployees covered by agreememtion
recognition, with respectively 81% and 85% as

1 OECDEurope and OECHAsia Pacific regions show similar results with around 50% of
compani es having a O c |-Fumpe stowsi dargar preportiomy ofa d e .
companies having 6some evidencebo.

1 55% of all companies have at least some evidence (30% have good evidence).

The high percentage of employees represented by trade unions ini @&€&[Pacific is explained by the
Japanese trade union nebdJapanese companies analysed represent 75.5% of companies assessed as
having some evidence and 95.5% of companies assessed as having clear evidence in tAsi®ECD
Pacific. In Japan, where federations of unions are formed by institutions engagedamémdustry, the

union model differs from that of other OECD countries.

The differences between OEcHEurope and OECDorth America are probably linked to different social
models. The high profile role of unions in Europe historically helps explaihitfrepercentage of union
recognition agreements in the OE®EDrope region.

Within OECD-Europe countries the regulatory background explains the number of companies with trade
union representation. In Germany and Sweden for example, there are strong govésmws in place that



also ensure union representation at board e®imilar legislation exists in France, Denmark, Finland,
Greece, Hungary, Ireland, the Netherlands, Poland and Spain.

Thelower proportion of employees that are members or represbptacunionin OECD-North America

might be explained by its different legislation and social modieke National Labour Relations Act
(NLRA) in the USguarantees the right of freedom of association, the right to bargain collectively, and the
right to jointrade unions to private s®r employeesHowever, the statute excludes many categories of
employees from its scope and the law does not prevent employers framiantsm practices

Out of eleven allegations of odeurredancalcepanyificorporatedo ns 6
in the US and none of these four have been assessed by ElRiRisssedl Most of these cases refer to
antrunionism tactics ranging from rewarding those who oppwsens to threatening, arresting or firing

union or@nisers.

Differences are also pronounced between industry sectors. For example the fixed line telecommunications
sector has traditionally had strong unions and therefore it is not surprising to find that 77.7% of companies
have union representation coveyirover 25% of their employees. This contrasts with the mobile
telecommunications sector, which has a score of just over 31%. This is explained by the fact that the latter
is a new industry and has more than half of its companies being incorporatedrettfetiSor in non
OECD/Emerging Markets.

Overall, companies6 management of | abour rights
legal requirements. This explains overall good assessments in BH@Pe where government laws
related to trad unions are more regulated thiamonOECD/Emerging Markefs

2.3 Jobsecurity andtraining

The issue

In order tomakeglobalisation work for allit is widely acknowledged that issues such asif@ecurity

must be tackled by governments and compahidgs. has al so been increasingl
training and skills can contribute to improve both company performance and employee satisfaction.

Methodology

The assessment §ob security systemdepends on whether the company has a publicypol avoidance
or minimisation of compulsory redundancies and procedures for consultation with the workforce on

4 In Sweden, the 1987 Board Representation Act entitlakers (where a collective agreement is in force)
to two representatives on the board of directors of Swedish companies that employ 25 or more workers (or
three representatives for larger companie@hly trade unions may appoint such representativest Vi
http://www.leqgislationline.org/?tid=221&jid=48&less=false and http://www.seeurope
network.org/horepages/seeurope/presens.Hmimore details.

5 ICFTU, Annual Survey of violations of Trade Unions rights, 2006, from p 159. The document indicates
that in the US private sector, 6 e mpl oyuwiorstactbsave a
that discourage the exercise of freedom of association. For example, employers have the right to hold
6captive audienced meetingmsionmnmnwhpréserteayt i bnes 6t o Um
perfectly legal for employers to discipline or eviire workers for failing to attend these meetings. The law
al so allows employers to o6predictdé that a workpl ac

6 UNI Finance Survey on the UN Global Compact; Company Commitments on Freedom of Association and
Right to Collective Bargaining, January 2008, s&ev.uniglobalunion.org
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http://www.uniglobalunion.org/

planned restructuring. The positive organic job growth, allocation of senior responsibility for this area and
the disclosure of the proportiaf staff on temporary contracts are also taken into accdiet.training

systems criteria are assessed according to the percentage of employees having an annual review of training
and development and quantitative details (budget, time) on training.

Figure 7. Job Security System (Region)
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Figure 8. Training Systems (Region)
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Figure 9. Job Security Systems (Sector)
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Figure 10. Training Systems (Sector)
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Figures 7o 10illustrate the followingrends:

1 OECD-Europe has the highest proportion of companies with at least some evidence of job
security andraining systems, with 77% and 82% of companéspectively

T OECDNorth America region has the highedgdenpedpo
of systems to address jacurityor training, with 87% and 82% of the companies analysed
respectively. It is also the region with the lowest proportion of companies with clear evidence of
job securityor training systems.

No sector has more th&0% of companies showing clear evidencgbfsecuritysystems.

Overall, less than 10% of all companies analysed have clear evidence of haviserijoity
systems.

1 A minority of companies show evidence of je&curityand training systems (respectivel2%
and 45% of all companies). OEE@urope and OECHAsia Pacific both have a much higher
proportion of companies with evidence of jebcurity(75.5% and 58.5%) and training systems
(82% and 49%)).

As with trade unionsthe difference of approach tedundncy policies and training between OECD
Europe and OECINorth America is linked to cultural and social differences. The flexibditg mobility
of labour markets which is higher in North America than in Europay also be an explanatory factor.

Similarly, the difference between industry sectors can be linked to the level of unionisation. There appears
be a correlation between the level of union representation and the systems companies have put in place for
job securityand training. Moreover, thgoad performance of companies in the OE@Bia Pacific may be
explained, in part, by the high response rate received from Japanese companies (80% survey response
rate).

None of the sectors profiled score highlyjoh security.Industrial metals, mining, ingtrial engineering
and fixed line telecoms do best overall, all of them being traditionally highly unionised sectors. The
financial services sector and oil ajobcksecagriys produce

Of all the most severallegations ofwor ki ng hoursd breaches, only o
representation, some evidencesaiployedraining and little or no evidence of employee training. The rest

of the companies facing allegations had little or no evidence for trade upi@seatation, jolsecurityor

training.

Overall, for trade union recognition ajab securityacross sectors and regiomstional legislatiorseens

to be the main driver for companies to improve their working condititisough a company does not

need o recognise unions to provide employee training, a correlation is often observed between increased
unionisation and overall improvements in the working conditions of the workforce as a Wheke
findings also emphasise the positive impact trade uniansave in advocating for and negotiating better
working conditions.



2.4 Health and safety

The issue

With the occurrence of various health and safety incidemtgloyes increasingly acknowledge that the

health and safety of employees and neighbouringinconities requires constant monitoring and
management, especially in high risk secté@lure to adequately manage the risks can lead to fatalities,
regulatory fines and reputational impact.

Methodology

The health and safety criteria include senior oesgbility, training, awards and quantitative data for health

and safety issues. The company needs to combine t
of health and safety systems.

Figure 11. Health and Safety (Region)
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Figure 12. Health and Safety (Sector)

100%

90% -

80% A

70% A
" 60% A
1}
— 0/ 4 .
8 S0% aClearevidence
Q 40% A )
= OSome evidence
Q 30% A _ .
f_’ 200 m Little orno evidence
o o
8 10% - I

O% I T T T T T T
o 9 & o S S
& & R Ng & & & Nl
s(\@é‘ &060 ®®® F & Qg’,@ <<-\<\'b Q}Q?
© eQ & & @ @ N
O’b é}oo cp((\ Q,QQ) 0(\0
& & <2° © N
OQ ‘\\Q
O ®<S°
Source: EIRIS

For this study only companies that have high exposure to health and safety risks have been analysed. These
are defined as companies which derive at least 15% of their turnover from a high risk actiigty. Th
represents 951 companies in total.

Figure 13. Health and Safety
High risk exposure companies (Region)
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Figure 14. Health and Safety
High risk exposure companies (Sector)
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Figures 11 td4illustrate the following trenst

1T OECDEurope reg
heal th and sa
safety systems.

1 OECDAsia Pacific and OECBNorth America both haveround a third (31% and 38%
respectivel y) of companies with o6cl edsia evi de
Pacific has also more than 81% of companies v
compared with 70% for companies in OE@GIBrth America.

on has the highest proportion
ety systems (91%). Over 64% of

T NonrOECD/ Emer ging Markets companies have the hi
or no evidenceb6 of health and safety systems.

1 The sectors with the highest proportion of health and safety systembearsirting (97%),
chemicals (93%) and oil and gas (90%) sectors.

Themining and oil and gas sectors have the highest proportion of health and safety systems. However, the
rate of accidents is high in these sectors. For example, out of eleven casespobfiligioreaches of the

ILO health and safety standards studied by EIRIS, ten occurred in either mining or oil anhgasies

(EIRIS only focuses on allegations relating to five deaths or more). Because of their high risk exposure to
health and safetyssues and as a historic targettfade unionslue to their poor record, these sectors have

high incentives to develop health and safety systems. As a consequence, they have often developed the best
health and safety systems across industry sectors.



Similarly, companies in the chemicals sector also tend to have well developed health and safety systems.
This is due partly to the highly regulated nature of the industng in part to the number of companies

that are signatories to the Responsible Care @@jter and that therefore have committed to, amongst

other thingsjmproveand report performance on health and safBtye Responsible Care programme is a

global voluntary initiative that seeks continual improvement in all aspects of health, safety (and
environmental) performanc€or example, out of the fifteen US companies in the chemical sector, twelve
companies have clear evidence of health and safety systems. Ten of these are signatories to the RC charter.
The remaining three companies have someeewd of health and safety systems. Although the correlation

is not that clear in all countries, companies that have signed up to the RC charter tend to have clear
evidence of health and safety systems.

In the OECDEurope, OECENorth America and OEC#Asia Pacific (Japan in particular), health and
safety issues for companies are very often addressed due to well developed legal and regulatory
requirements on health and safety at work. In the US and in European countries, national regulations
emerged in the9r0s following a number of industrial accidents in the workplace.

However, while occupational health and safety (OHS) regulations and law enforcement cover most
companies in OECHEurope OECDNorth America, and OECIAsia Pacific well developed OHS
legislation is either less common in many developing coufitae# has poor compliance implementation
when regulations are in place, leaving major high risk sectors and occupations unregulated. Only 20% of
food producers in nec@ECD/Emerging Markets had soreéidence of health and safety systems.

Eleven serious allegations of health and safety breaches affecting the workforce, resfiltmngrinmore
deaths,were found. All eleven were within the extractive sector. Half of the allegations occurred in
companés incorporated in the OECBurope region and the other half in POECD/Emerging Markets.

Out of the cases addressed by companies, South Africa is the only country-@EG&IEmerging
Markets where companies have addressed health and safety allegations.

Overall, companies in high risk sectors for health and safety tend to have developed health and safety
systems within a wellegulatedenvironment. Moreovemith new accreditation standards such as OHSAS
18007F, the auditing of companies on their healtid safety systems is likely to increase.

7 For example, in 1999, a new set of the Control of Substances Hazardous to Health (COSHH) Regulations
and two sets of the Chemicaldgzardous Information and Packaging for Supply) (CHIP) Regulations
came into force along with new legislation on asbestos and major accidents. On 1 June 2007, REACH
entered into force. REACH is a new European Community Regulation on chemicals and ¢hegeda€
1907/2006) It deals with theRegistration, Evaluation, Authorisation and Restriction o€hemical
substances. The new law entered into foooel June 2007. All this legislation offers a measure of
protection to workers and the public.

8 Seehttp://www.ilo.org/public/english/protection/safework/manadfiisha en.pdfor more information.

9 OHSAS 18000 is an international occupational health and safety management system specification. It
comprises two parts, 18001 and 18002 and embraces BS8800 and a humber of other publications.


http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:32006R1907:EN:NOT
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:32006R1907:EN:NOT
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:32006R1907:EN:NOT
http://www.ilo.org/public/english/protection/safework/managmnt/jisha_en.pdf

2.5 Human rights
The issue

There is growing acceptance tlatmpanies should respdutiman rightsincluding labour standardas
defined by the Universal Declaration of Human Rights (UDiBBe Annex 1l)even inweak governance
zones where governments are unwilling or unable to protect human rights effectively.

Methodology

This study analyses companies with operations in countries which are particularly high risk for human
rights!® Operations are defined as 20%more equity or voting rights stake in a company incorporated in

the country. For oiand gas and mining companies the threshold is lower air5%eorestake in a venture

based in one or more of the countries. Companies are considered to have a lagee pifetheir
operations generate EUR 150 million in annual turnover from those operations or assets based in those
countries, oif at least one thousand employees are employed there.

The human rights policy, systems and reporting are assessed separetgiplicy grade depends on the
extent of a companyb6s commi t niegnat oppgortunitiesh ehild lahoGr, c or e
forced labour, freedom of association and collective bargaimindjhe Universal Declaration of Human

Rights (UDHR). Copaniesthat do not have a published policy relating to all the ILO core labour
standards cannot achieve an intermediate level grade. Explicit support for the OECD Guidelines
Multinational Enterpriseand being a signatory to the UN Global Compactarssidered to be proxies for

the I LO core areas policy. For companies in the
on standards such as the Voluntary PrinciglesSecurityand Human Rights and an indigenous rights

policy aretakenintaccount . No company in these sectors can
armed guardso6 policy.

The system criterion is based on disclosure of procedures and practices to implement the policies. Several
data points combine to make the systemteida, including training, monitoring, procedures to remedy
non-compliance, consulting with independent local stakeholders, undertaking regular reviews, target
setting, supporting human rights capadityilding projects in countries of concern and intéggahuman

rights risk assessment into formal risk assessment procedures.

The reporting criteria assess public reporting of the elements contained in the policy and systems criteria
plus additional requirements including the adoption of external auditiqgadt assessments, engagement

with NGOs, and reporting on performance against the policy, such as an example of human rights
performance or number of breaches of the human rights policy.

The region with the highest percentage of companies with operatidngh risk countries is th@ECD-

Asia Pacific; this is 331 of the 1066 companies (31%) analysed and can be explained by the regional ties
with China (which is listed as a high risk country). However, the region with the highest proportion of
large operatins in high risk countries is OECBurope. This reflects the fact that a substantial number of
European companies have manufacturing operations in developing countries, particularly China, to supply
European and international markets (90% of all companités large operations in high risk countries

have operations in China).

10 EIRIS divides countes of concern into different categories of intensity of human rights abuses. High risk
highlights the countries of most concern for human rights issues. See Annex 3 on methodology.



Figure 15. Human Rights Policy (Region)
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Figure 16. Human Rights Systems (Region)
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Figure 17. Human Rights Reporting (Region)
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Figure 18. Human Rights Policy (Sector)
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