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A4 Due Diligence — What Is It & Why Should Businesses Implement It?

how they address actual and potential negative impacts on human rights and the environment in their own
operations and their supply chain.

What is Due Diligence?
( f Due Diligence is a risk management process for companies to identify, prevent, mitigate, and account for

Shared Responsibility
Supply chain partners, buyers and suppliers need to share responsibility to meet the requirements and work
together to mitigate risks in human rights and the environment.
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How does it work?

Due Diligence is a process that helps companies understand and
manage the human rights and environmental impacts of their
operations and business relationships. The process consists of six

steps:

Due

Policies and management systems are in place to ensure Diligence

human rights and the environment are protected.

05 Process
Grievance
and 03
Remediation Implementation

that their business activities may cause.

They use the findings and take appropriate action to address
the impacts.

Companies regularly monitor how effective their actions to
reduce due diligence risks have been.

Companies identify and assess the risks and negative impacts
) in Operations
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Monitoring

Did you know that...
Standards and certification systems are useful
tools to identify due diligence risks and address
non-compliances. The data collected is used by
companies to take action and can help them

better meet their due diligence obligations.

Workers have access to effective grievance mechanisms to file
complaints and give feedback on the company’s performance
in providing remedy for negative impacts.

Companies communicate and report how they address

negative impacts on human rights and the environment.

What is Due Dlllgence g°°d for? . Helps you improve your sustainability performance and

increase the overall resilience of your business.

. Helps you meet certain legal requirements as you take . Improves the working and living conditions for people.
responsible care of your company’s impact on people Better working conditions have a positive impact on
and the environment. labour productivity.

. Helps you be aware of and reduce the risks in your . The systematic implementation of Due Diligence results in
business. greater efficiency and concrete time and cost savings.

. Gives you the tools to prevent and mitigate human rights . Managing risks also means managing reputation.
violations and environmental damage. Successfully implementing Due Diligence can give you a

. Provides access to channels for employees to raise their competitive edge in the international market and make
concerns. you more attractive to international buyers.
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Y\>JP2A Political & Legal Developments

The UN GUIDING PRINCIPLES ON BUSINESS AND HUMAN RIGHTS [“UNGPs”) state that both governments and companies have the
responsibility to prevent and address negative impacts of business activities on people and the environment on a voluntary basis.

“Above all, UNGPs provide the authoritative framework and a key opportunity for States and businesses to forge a better normal
that prioritizes respect for people and the environment.” (Source: UNGPs)

The UNGPs emphasize all companies’ responsibility to implement human rights due diligence processes, regardless of their size,
sector, location, ownership or structure. However, certain companies are particularly in scope of current legislative processes.

However, due diligence legislation in several countries across the globe is driving some purchasing companies to develop more
responsible business practices and implement due diligence processes both in their operations and in their supply chains faster
than others.

4 Y The UNGPs have become firmly established as
INFO a frame of reference for many international

What the UNGP d 2 organisations working in the realm of business
at are the S mMade up of«

31 principles under three pillars:

JIETaB State duty to protect human rights
ZIET@H Business responsibility to respect
human rights

ZIET&H The role of States and businesses in
ensuring rights holders have access
to effective remedy

The 2011 revised version of the OECD
GUIDELINES FOR MULTINATIONAL ENTERPRISES
(“OECD Guidelines”), which contains specific
recommendations relating to corporate respect
for human rights, is expressly based on the

and human rights, in particular the Organisation
for Economic Co-operation and Development
(OECD).

J
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THE NEED FOR BINDING LEGISLATION

UNGPs on Business and Human Rights.

What do the OECD Guidelines

European Development provide for and how does

Until now, companies have mainly followed voluntary approaches to human “Responsible Business Conduct”
rlghts .and environmental due diligence like the UNGPs and the OECD relate to the UNGPs?

Guidelines. However, such voluntary frameworks cannot provide legal

certainty and are thus limited in their leverage to improve the due diligence The OECD Guidelines 2011 included a chapter

performance of companies. on human rights following the release of the
UNGPs. In addition to their chapter on human
This is why some countries like Germany, the UK, France and the Netherlands rights, the OECD Guidelines cover:

have started to develop and implement legally binding due diligence

regulations or legislative proposals for such regulations based on the UNGPs.

Employment issues
Environment

Bribery and extortion
Consumer protection
Science and technology
Competition

Taxation policy

To overcome the fragmentation of national rules on corporate
sustainability-related due diligence obligations, the EU Commission
published a draft directive on corporate sustainability due diligence. The
directive would for the first time create a uniform, Europe-wide legal
framework for human rights and environmental due diligence obligations for
companies.
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