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CAFOD’S SUBMISSION ON THE RESPONSIBILITIES OF TRANSNATIONAL CORPORATIONS AND RELATED BUSINESS ENTERPRISES WITH REGARD TO HUMAN RIGHTS

Summary

1. The UN Norms on the Responsibilities of Transnational Corporations and Other Business Enterprises with Regard to Human Rights represent the most promising mechanism for developing a framework to support companies in meeting their responsibilities with regard to human rights.

2. The Norms:

· give a comprehensive and coherent list of the human rights obligations of companies

· complement and strengthen existing initiatives to promote human rights

· are designed to apply to all transnational corporations and related businesses

· provide a practical tool to help companies that want to improve their performance on human rights.

3. In view of these strengths, the Norms should form the main focus of the report on existing initiatives and standards relating to businesses’ responsibilities on human rights, which the Office of the High Commissioner for Human Rights is preparing for submission to the Human Rights Commission in 2005.

CAFOD

4. CAFOD, the Catholic Agency for Overseas Development, is a major British charity that has been fighting poverty in the developing world since 1962.  CAFOD believes that all human beings have a right to dignity and respect and that the world’s resources are a gift to be shared by all men and women, whatever their race, nationality or religion.  CAFOD is the English and Welsh arm of Caritas International, a worldwide network of Catholic relief and development organisations.  CAFOD works in partnership on 1000 programmes in over 70 countries worldwide.  For more information on CAFOD, see www.cafod.org.uk.

5. As part of its advocacy work, CAFOD lobbies government and businesses to implement measures that will improve working conditions in supply chains in developing countries.  CAFOD is a founder member of the Ethical Trading Initiative, a tripartite organisation of UK and global retailers, trade unions and NGOs supported by the UK’s Department for International Development. Members of ETI work together to improve supply-chain labour standards through the implementation of the ETI Base Code, an agreed code of conduct founded in ILO standards.

Background

6. The number of companies that control assets abroad has grown rapidly over the past two decades, as has the scope of their activities.  In 2002 there were approximately 65 000 transnational corporations (TNCs) and an estimated 54 million individuals were employed by foreign affiliates
.  The largest corporations are economic giants with turnover in excess of the GDP of many developing countries.  Functions traditionally performed by states have been devolved to corporations through privatisation, for example in the telecommunications and energy sectors.  As a result companies have greater reach and influence that ever before and their actions touch the lives of millions of individuals.

7. Private companies can have a beneficial effect on developing countries through foreign direct investment and job creation but their actions can also undermine security and prosperity and lead to human rights and environmental abuses
.  The growth in the economic and political power of private companies means that their operations frequently extend beyond the scope of individual governments and national regulation.  CAFOD therefore welcomes the international consultation by the Office of the High Commissioner for Human Rights on the responsibilities of companies in relation to human rights and the identification of outstanding issues in this area.

8. Catholic Social Teaching recognises that businesses do not operate in a vacuum but are affected by and have an impact upon society. “Profit is a regulator of the life of a business but it is not the only one; other human and moral factors must also be considered, which, in the long term, are at least equally important for the life of a business.”
  

The UN Norms give a comprehensive and coherent list of the human rights obligations of companies

9. The UN Norms were drawn up after four years of research and approved in August 2003 by the UN Sub-Commission on the Promotion and Protection of Human Rights. They bring together existing internationally recognized rights, labour and environmental standards and relate them specifically to businesses. As such they ‘represent a major step forward in the process of establishing a common global framework for understanding the responsibilities of business enterprises with regard to human rights
.’

10. States still retain the primary responsibility for promoting and defending human rights.  However the Universal Declaration of Human Rights also recognizes the responsibility of ‘every individual and every organ of society … to promote respect for these rights and freedoms.”  The Norms aim to clarify what promoting different rights should mean in practice for companies as ‘organs of society’
.  This is a pertinent question given the fact that twenty-nine of the world’s 100 largest economic entities are TNCs. The Norms explicitly limit the human rights obligations of businesses to “their respective spheres of activity and influence.”

The UN Norms complement existing initiatives to promote human rights

11. National governments have increasingly recognised the need to exercise some degree of control over the practices of TNCs.  This has led to a range of different approaches, such as EU directives on the environment or information and consultation or the OECD convention on bribery and corruption.  International initiatives to promote good practice by companies on human rights have been primarily voluntary.

· The OECD guidelines for multinational enterprises are non-binding recommendations for responsible business conduct on employment and industrial relations, human rights, environment, information disclosure, competition and taxation. This is a voluntary approach but following revision of the guidelines in 2000, there is now a monitoring mechanism.  Each of the 38 countries that adhere to the Guidelines has a National Contact Point to which non-compliance by TNCs can be reported.  The OECD guidelines only cover companies based in the participating countries.  National Contact Points recently indicated that, when it comes to implementation, there is scope for more explicit and detailed guidance on the role of business in the protection of human rights.
 

· The UN Global Compact requires chief executives to commit their companies to ten principles of responsible corporate governance covering human rights, labour standards, the environment and combating corruption within their sphere of influence. Companies report on changes but there is no oversight mechanism. While the ten principles ‘enjoy universal consensus,’ participation in the compact is entirely voluntary. Just over 1700 of an estimated 60 000 transnational corporations had signed up to the compact as of September 2004. The compact contains general principles and values on human rights but less detail on formulating policy at the strategic level.
    

12. Rather than conflicting with existing initiatives, the Norms complement and strengthen other measures to improve human rights by addressing gaps in the current system.  Indeed this is suggested by the fact that several of the companies which have already signed up to the Global Compact are also ‘test-driving’ the Norms
.  The added value of the Norms lies in the fact that they offer a more detailed and comprehensive list of companies’ obligations on human rights, set a standard for all companies to work towards and can be used as a practical tool to achieve improvements.

The Norms are designed to apply to all transnational corporations and related businesses

13. CAFOD’s position on corporate social responsibility is that while voluntary initiatives can be beneficial, they are not a substitute for international regulation creating enforceable minimum standards for business practice.  This would oblige all businesses to take action, not just those companies or parts of companies which are leaders on CSR or wish to be seen as such. 

14. The global impact of approaches based on good practice alone is limited.  For example corporate codes of conduct have proliferated over that last fifteen years but their quality varies considerably.  An OECD analysis of the content of 246 corporate codes of conduct revealed that just over half (148) addressed labour issues.  Of these 30% specifically referred to freedom of association and only 25% made a specific mention of human rights
.  The objective of CAFOD’s current ‘Clean up your computer campaign’ is to encourage international computer companies to give the ILO core labour standard of freedom of association a much stronger role in their supplier codes of conduct.  The inclusion of the ILO core labour standards within the UN Norms is particularly welcome because it reinforces the importance of specific ILO standards, whilst placing them in a broader human rights context.

15. As the foundation for an internationally binding instrument, the Norms could help to create a level playing field for private sector activity.  This would mean that all TNCs would have to meet the same threshold standards regarding their performance on the environment, abuse of labour standards or corruption, whether they were operating in the developed world or in developing countries.

16. CAFOD believes that introducing a normative framework would help consumers, investors, employees and civil society organizations to have a better understanding of what they could expect from TNCs.  In the longer term this would in fact benefit businesses by creating a stable environment for investment and economic activity in which both foreign and domestic enterprises had clearly defined rights and responsibilities.

The UN Norms provide a practical tool for companies

17. The Norms and their commentary offer a useful tool to help companies that want to improve their performance on human rights.  Due to the fact that they are comprehensive, the Norms enable companies to look at their current performance in the round.  They can be used at a strategic level within companies, e.g. for risk assessment associated with human rights issues, but they also contain sufficient detail to help companies develop appropriate policies and identify the right indicators for measuring performance.

18. So far nine companies have committed themselves to testing the practical application of the Norms.  Members of this group - the Business Leaders Initiative on Human Rights - include ABB, Barclays, British Gas Transco and Body Shop International.  They are due to report back on their progress in trialling the norms in December 2004.  This dry-run should provide useful insights on how they can be tailored to the circumstances and requirements of individual companies.

Recommendations

19. For the reasons outlined above, CAFOD believes that the UN Norms should be the primary focus for future work by the Commission on a mechanism to strengthen standards on the responsibilities of transnational corporations and related business enterprises with regard to human rights and develop possible means of implementation.

20. The United Nations and the Office of the High Commissioner for Human Rights should lend their support to the Norms and lead an open and constructive debate on how they can be further improved and best utilised.  In a complex and rapidly changing global environment, the Norms have real potential to help companies meet their responsibilities to observe and promote human rights. 
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� UNCTAD 2002 World Investment report Transnational corporations and export competitiveness 


� See for example ‘Time for Transparency: Coming clean on oil, mining and gas revenues’ Global Witness 2004’


� Pope John Paul II, Centesimus Annus, 35


� Joint NGO statement on the UN Norms ahead of the UN Commission for Human Rights


� ‘The UN Human Rights Norms for Business’ Professor Alyson Warhurst and Katy Cooper in association with Amnesty International, July 2004


� OECD Guidelines for Multinational Enterprises: 2004 annual meeting of the National Contact Points report by the Chair


� ‘The UN Human Rights Norms for Business’ Professor Alyson Warhurst and Katy Cooper in association with Amnesty International, July 2004


� For example ABB, Hewlett Packard, Novartis


� OECD Codes of Corporate Conduct: Expanded review of their contents, May 2001
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