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Introduction
The Company Transition Toolkit is intended as a guide for employee activists to advocate for t
ransformative change within their organizations. Using this Toolkit, employees can evaluate their 
employer’s performance on social and environmental issues and help their companies become 
more sustainable and just. The Toolkit combines resources and self-assessment questions from 
a variety of sources that are organized into four key issue areas: ecological well-being, human 
well-being, business ethics, and business model and governance. 

The resources available in this Toolkit are not intended just for sustainability and CSR teams, but 
rather any employee in any company that is interested in being a voice for change. Most impor-
tantly, the Toolkit aims to help employees understand the difference between greenwashing and 
genuinely impactful sustainability efforts, and hold employers accountable to their promises. As 
insiders, employees are uniquely positioned to determine whether a company is acting mean-
ingfully on social and environmental issues, and gather the knowledge, resources, and support 
to push for more ambitious action. 

Rise in Employee Activism
We are living in a time when employee activism is becoming even more powerful than CEO ac-
tivism. From 4,000 Amazon workers filing a shareholders’ resolution to challenge the company’s 
position on climate issues, to 20,000 Google employees staging a walkout in protest of lax sexu-
al harassment policies, employee voice has never been such a major factor in our culture or pol-
itics. Recent analysis finds that there was a three-fold rise in employee activism events between 
2019 and 2020, and evidence from another survey indicates that as many as two in five employ-
ees of medium to large-sized firms have engaged in employee activism of some kind. Many em-
ployees are becoming more vocal about making their work reflect their values; a letter signed by 
more than 1,100 McKinsey employees called on the company to cut ties with fossil fuel compa-
nies, while a group of law students at Yale and Harvard have begun boycotting internships with 
firms that represent Exxon Mobil. It also seems as though this shift is here to stay–88% of North 
American executives expect employee activism to surge over the next three to five years. 

According to NYU Stern Professor Alison Taylor, there are many factors which have led to this 
rise in employee voice, chief among which is an increase in the power of workers. There has been 
a wave of new unionization campaigns and strike actions, accompanied by a large increase 
in the number of resignations, which together signify that many employees feel more empow-
ered to voice their values and advocate for change than they have in the past. Secondly, due 
to the rise of social media, whistleblowing against corporate misbehaviour has become a col-
lective activity. Social media amplification allows information to be weaponized by activists to 
increase reputational risk through generating public controversy, and employers can no longer 
rely on confidentiality or secrecy clauses to prevent the public sharing of sensitive information. 
Employee activism is also driven by generational differences among younger employees, many 

https://qz.com/work/1703005/ceo-activism-has-given-way-to-employee-activism/?
https://qz.com/work/1703005/ceo-activism-has-given-way-to-employee-activism/?
https://ssir.org/articles/entry/business_disruption_from_the_inside_out
https://ssir.org/articles/entry/business_disruption_from_the_inside_out
https://corpgov.law.harvard.edu/2021/03/24/protests-from-within-engaging-with-employee-activists/
https://corpgov.law.harvard.edu/2021/03/24/protests-from-within-engaging-with-employee-activists/
https://www.nytimes.com/2021/10/27/business/mckinsey-climate-change.html
https://www.ecowatch.com/employee-climate-activism-2645855023.html
https://www.thestar.com/business/opinion/2021/12/04/investors-join-employees-pushing-for-meaningful-progress-in-diversity-climate-change-and-other-social-issues.html
https://www.thestar.com/business/opinion/2021/12/04/investors-join-employees-pushing-for-meaningful-progress-in-diversity-climate-change-and-other-social-issues.html
https://qz.com/2038857/employee-activism-how-companies-can-take-responsibility-for-their-social-impact/
https://qz.com/2038857/employee-activism-how-companies-can-take-responsibility-for-their-social-impact/
https://theconversation.com/union-battles-at-amazon-and-starbucks-are-hot-news-which-can-only-be-good-for-the-labor-movement-172932
https://www.theguardian.com/us-news/2021/oct/23/striketober-unions-strikes-workers-lasting-change
https://www.forbes.com/sites/bryanrobinson/2021/06/11/the-great-resignation-migration-and-what-this-means-for-your-career/?sh=1c33ce6f69aa
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of whom care more about social purpose and expect better from their employers. PwC’s Work-
force of the Future survey found that 88% of millennials want to work for a company whose values 
reflect their own, indicating that companies which continue to erode social and environmental 
value might find it increasingly difficult to recruit new employees. 

Tactics and Strategies 
The rise of employee activism has also led to the creation of a new type of change agent: the social 
intrapreneur, or someone from within a company who helps reform internal processes and identify 
opportunities to create change using social and sustainable innovation. As this article from the 
Harvard Business Review shows, it is possible for a single person to change the conscience of an 
organization, especially when they inspire like-minded individuals and help create a movement. 
To learn more about social intrapreneurship, see this portal from Yunus Social Business. 

All employee activists should take the opportunity to educate themselves on social and environ-
mental issues, and acquire a high degree of sustainability literacy in order to adequately assess 
their company’s performance. The second stage of employee activism involves finding allies, or-
ganizing for change, and helping to spread the word through meetings, workshops, conferences, 
and informal channels such as internal message boards. Through organizing and building con-
nections, activists can help work with other interested partners to develop a theory of change, 
or an advocacy strategy that focuses on particular concrete outcomes. Theories of change can 
include the goal of changing individual corporate practices, or the larger, more systemic goal of 
changing a company’s entire business strategy from the ground up to become more purpose-driv-
en. 

Employees can begin by asking a very simple question: is there clear alignment between an orga-
nization’s external rhetoric (as outlined in its sustainability or CSR reports and marketing strategy), 
and its actual internal operational practices? Using the resources contained in the Company 
Transition Toolkit, employees can analyze their company’s existing sustainability reports and en-
gage with internal sustainability teams to determine whether a corporation’s sustainability efforts 
are leading to genuine change. Once this question has been answered, employee activists can 
advocate for the adoption of new targets and strategies, or the allocation of greater organiza-
tional resources (including increased budget and staffing allocations and new capital invest-
ments) towards sustainability and social impact initiatives. Employees can also advocate for the 
creation of a shadow board program to increase worker involvement in decision-making, and 
create greater engagement between senior officers and employees. Shadow boards have been 
proven to be an excellent source of crowd-sourcing new ideas, outside of the box thinking, and 
participatory innovation. 

Other common techniques used by employee activists, according to this article from the Stanford 
Social Innovation Review, include the following activities: 
• Internal coalition-building by forming new employee resource groups;
• Hosting educational events;
• Mobilization by creating new internal employee networks (i.e. sharing information on the com-

pany intranet, creating new message boards);

https://www.pwc.com/gx/en/services/people-organisation/publications/workforce-of-the-future/workforce-of-the-future--the-yellow-world-in-2030.html
https://www.pwc.com/gx/en/services/people-organisation/publications/workforce-of-the-future/workforce-of-the-future--the-yellow-world-in-2030.html
https://ssir.org/articles/entry/cultivating_the_social_intrapreneur
https://ssir.org/articles/entry/cultivating_the_social_intrapreneur
https://hbr.org/2019/12/how-one-person-can-change-the-conscience-of-an-organization
https://hbr.org/2019/12/how-one-person-can-change-the-conscience-of-an-organization
https://www.yunussb.com/business-as-unusual
https://www.yunussb.com/business-as-unusual
https://hbr.org/2019/06/why-you-should-create-a-shadow-board-of-younger-employees
https://ssir.org/articles/entry/business_disruption_from_the_inside_out
https://ssir.org/articles/entry/business_disruption_from_the_inside_out
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• Polls or data collection;
• Coordinating petition or email campaigns. 
• Press conferences;
• Shareholder resolutions;
• Posting information on social media;
• Sharing information with NGOs, news media, and external organizations;
• Employee walkouts and protests;
• Coordinating with activists in other companies; 

As the above article demonstrates, there is no limit to the number of actions that employees can 
use in the pursuit of organizational change, which range from more disruptive to more persua-
sive in nature. Particularly important is the formation of new Employee Resource Groups (ERGs), 
which are internal networks of employees with a common interest in a particular issue area. ERGs 
have the opportunity to be very transformative; a climate-focused ERG at the European insur-
ance company AXA helped to generate internal educational resources, such as a Masterclass 
on Sustainable Finance, through the formation of an ‘AXA Climate School’ that has helped inform 
finance professionals throughout the company about climate-related risks and the need for so-
cietal transformation. The AXA ERG now has over 1,000 members, with 600 trained employees in 
total. 

Steps for Changemaking
1. Use the Company Transition Toolkit and associated resources 
to analyze your company’s performance.

To begin, you can seek to educate yourself using the resources and self-assessment questions 
outlined in the Company Transition Toolkit and other sources. It is important to get a sense of the 
most salient social and environmental issues that your company has an impact on or can influ-
ence, which can differ significantly by sector. Once these issues have been identified, you can 
review the issue-specific pamphlets contained in the Transition Toolkit to get a more granular 
understanding of how to measure progress on these grand challenges, whether it includes human 
rights, inequality, greenhouse gas emissions, or other problems.

Next, you can review your company’s existing sustainability reporting and CSR strategy (if it exists) 
to ensure alignment with international best practices. Crucial questions to ask include:
• Strategy 

• What issues are included, and what issues are ignored?
• What is the organization’s current sustainability strategy, and is it linked with its overall 

business strategy? Is the company’s business strategy purpose-driven, with explicit refer-
ence to social and environmental value creation? 

• What is the company’s purpose or core reason for being? Is it a social purpose, and if not, 
why? 

• Is this world better off because your business is in it? 
• Goals and Measurement

• What targets and goals are used, and how has the company performed in relation to 
these goals? Are these targets specific, measurable, achievable, relevant, and timely? 

https://www.axa.com/en/magazine/axa-employees-and-climate-change
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• Are targets based on outcomes (i.e. emissions reductions by a certain date) rather than 
actions (i.e. increasing spending on new technologies)? 

• Do transition plans include clear implementation plans with specific annual expenditure 
plans and explanations of potential gaps? 

• How is performance measured? What indicators are used, and are they sufficient? 
• What international reporting methodologies are used to create the sustainability report? 

Does the company use standards from the Global Reporting Initiative, the Sustainability 
Accounting Standards Board, the Carbon Disclosure Project, the Taskforce on Climate-Re-
lated Financial Disclosures, or other initiatives? What is the rationale for this choice? 

• Is the data contained in sustainability reports externally verified? 
• Integration and Management

• Is the company collaborating with external partners, including suppliers, customers, gov-
ernment, academia and even competitors to address its top social and environmental 
issues?

• How is the sustainability strategy embedded throughout the organization? Is sustainabili-
ty siloed in a particular team, or is sustainability performance a requirement of most jobs? 

• Do senior leaders have direct responsibility for sustainability management? Are senior 
leaders compensated on the basis of their sustainability performance, and are these tar-
gets ambitious? 

• Are there appropriate organizational resources allocated to sustainability and social im-
pact initiatives? Are sustainability initiatives receiving the appropriate funding and staff-
ing allocations? Are these sustainability initiatives core and material to the company’s 
operating model? 

• Is sustainability reflected in the corporation’s mainstream financial reporting, particularly 
in sections relating to capital expenditures and investments? 

• In your opinion, is your firm greenwashing? Is sustainability strategy seen as a business 
strategy, or simply a marketing strategy? Does the company publicize positive events in 
order to conceal negative ones? 

You can research in particular whether or not a company’s goals are linked to relevant external 
thresholds and limits, such as the planetary boundaries and minimum social safeguards outlined 
in the doughnut economics framework. More information about the process of contextualizing 
company goals is provided throughout this Toolkit, particularly in Section 4.3 on Transparency 
and Reporting. Sample self-assessment questions include: 
• Does your company’s emissions reduction plan reference the global carbon budget that is re-

quired for a 1.5 degree temperature rise, as outlined in the Paris Climate Accord? You can use 
the Transition Pathway Initiative to see if their company is listed as being consistent with a 1.5 
degree future. 

• Does your company’s human rights policy reference and respect the provisions of the UN 
Guiding Principles on Business and Human Rights?

• Do your company’s labour practices respect the stipulations of the fundamental Conventions 
of the International Labour Organization? 

For more information about embedding sustainability in organizational culture and structure, 
you can review this manual for change management for sustainable development, as well as this 
blueprint for ‘making sustainability stick’. 

You can also seek to become effective advocates by reviewing these resources about becoming 

https://www.globalreporting.org/
https://www.sasb.org/
https://www.sasb.org/
https://www.cdp.net/en
https://www.fsb-tcfd.org/
https://www.fsb-tcfd.org/
https://doughnuteconomics.org/about-doughnut-economics
https://futureearth.org/initiatives/other-initiatives/global-carbon-budget/
https://www.ipcc.ch/sr15/
https://www.transitionpathwayinitiative.org/
https://www.ohchr.org/documents/publications/guidingprinciplesbusinesshr_en.pdf
https://www.ohchr.org/documents/publications/guidingprinciplesbusinesshr_en.pdf
https://www.ilo.org/global/standards/introduction-to-international-labour-standards/conventions-and-recommendations/lang--en/index.htm
https://www.ilo.org/global/standards/introduction-to-international-labour-standards/conventions-and-recommendations/lang--en/index.htm
https://www.iema.net/resources/reading-room/2017/12/13/change-management-for-sustainable-development
https://www.embeddingproject.org/resources/making-sustainability-stick-the-blueprint-for-successful-implementation
https://embeddingproject.org/pub/resources/EP-Becoming-an-Agent-of-Change.pdf
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a change agent from the Embedding Project. There are many strategies for becoming an effec-
tive change agent, as outlined in this inventory which provides a useful self-assessment tool for 
employees beginning their activist journey. To become an effective climate intrapreneur, see this 
guide from Green America. 

2. Engage with existing sustainability and CSR teams.

Following this research, you can engage with existing sustainability and CSR teams, if they exist, 
to better understand the existing work that is going on within the organization. You might want to 
consider interviewing existing sustainability and CSR teams to better understand their perspec-
tives, as well as the frustrations they experience in their day to day jobs. Critical interview ques-
tions include:
• What do they work on, and how do they spend most of their time?
• Are there things that they would prefer to be working on? 
• What are the main organizational obstacles to improved performance? Are there particular 

individuals or departments obstructing change? 
• Do they receive support from senior management? Are they encouraged to raise concerns 

with existing processes? 
• What resources do they need to perform their job better? 
• What ideas do they have for new initiatives or policy implementation that they haven’t had the 

time to explore yet? 
• What other employees do they know that are also interested in sustainability issues, and are 

there resource groups or internal networks focused on sustainability that already exist? 

A critically important issue to understand is whether or not the existing sustainability teams are 
focused primarily on driving organizational change throughout the company’s internal processes 
and external collaborations, or whether they focus most of their time on collecting information for 
reporting purposes. It is often the case that sustainability teams are less capable of taking on an 
activist role within companies because their main job task requires the majority of their time to be 
spent on compiling information for reporting and compliance purposes. 

3. Create an internal social network by bringing together 
like-minded employees and uniting existing efforts. 

You might want to forge ties with other sustainability-minded individuals and build cross-func-
tional coalitions that engage employees from all departments. Creating networks is the best way 
to build a movement, galvanize others, and instantiate change. 

Groups should aim to set a plenary group with smaller internal working groups, to create structur-
al cohesion and improve organizational effectiveness. These working groups can be organized 
according to specific tasks based on interest, and delineated according to the goals and objec-
tives of the team. The structure of these networks should be designed concentrically, with a core 
group of motivated and active members who lead thematic sub-groups according to specific 
issue area, a larger group of employees that attend regular meetings, and an even wider com-
munity of interest. For larger firms with multiple offices, including multinational firms, local groups 
should be set up and linked to a wider firm-wide group to encourage the formation of local initia-

https://embeddingproject.org/pub/resources/EP-Becoming-an-Agent-of-Change.pdf
https://www.embeddingproject.org/
https://embeddingproject.org/pub/resources/EP-Being-an-Effective-Change-Agent.pdf
https://embeddingproject.org/pub/resources/EP-Being-an-Effective-Change-Agent.pdf
https://embeddingproject.org/pub/resources/EP-Being-an-Effective-Change-Agent-Personal-Inventory.pdf
https://docs.google.com/viewer?url=https%3A%2F%2Fwww.climatesafelending.org%2Fs%2FClimate-Intrapreneurs-December-2020.pdf&urp=gmail_link
https://docs.google.com/viewer?url=https%3A%2F%2Fwww.climatesafelending.org%2Fs%2FClimate-Intrapreneurs-December-2020.pdf&urp=gmail_link
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tives while still benefiting from centralized coordination. Groups should also aim to recruit individ-
uals from all departments, in order to obtain buy-in from as many business functions as possible. 
This is necessary in order to have a truly holistic approach to change management, and ensure 
that all senior leaders have sustainability-minded members on their team. 

In establishing a group dynamic, group leaders should take care to do the following: 
• Establish regular meeting times;
• Create rotating coordinator positions;
• Develop a recruitment strategy;
• Develop a communications strategy, and create public pages that people can follow; 
• Commit to core values; transparency, equal voice, respect, etc.

For more information about creating productive and energizing communities where individuals 
feel empowered to speak their mind and embrace organizational transformation, see the resourc-
es provided by Coworker.org, which are designed to provide resources to empower employees to 
advocate for change in their workplaces. Group leaders should also review these guides on how 
to create communities of practice, and develop and manage effective peer networks. 

4. Organize events to increase access to educational resources.
To build awareness and garner a community of interest, you can aim to host events geared to-
wards providing educational resources and sharing information with fellow employees. This can 
include hosting webinars, workshops, lunch break sessions, or even internal conferences. Groups 
should also establish a clear communications strategy, with direct communication channels such 
as a regular newsletter or a new webpage, to reach other employees about their work and ad-
vocacy. Groups might also want to host town halls, or large events to gather employees from a 
variety of business functions and management levels and talk openly about what sustainability 
changes should take place. 

In hosting public-facing events, you might want to review the key principles of storytelling and 
narrative creation as a way to generate persuasive arguments that win over new adherents and 
create interest from a wide variety of people. To do this, see the ‘storytelling for sustainability’ 
manual from the Embedding Project, as well as this guide on shaping narrative infrastructure. 

For climate-specific education campaigns, see the climate solutions at work report by Project 
Drawdown, as well as this report on employee climate action from planetgroups. There are a va-
riety of other organizations which provide educational climate change resources, including the 
following Terra.do, planetgroups, The Climate School, and ClimateFresk. Employees can also take 
a look at ClimateVoice, a group which aims to mobilize the voice workforces to urge companies 
to improve their climate practices and become policy advocates. 

5. Co-create and advance a specific agenda with tangible ac-
tion items.

After convening interested parties and developing a group structure, you can organize around 
key agenda items that include specific and realistic proposals that can be taken to senior man-
agement and other decision-makers. 

https://home.coworker.org/
https://wenger-trayner.com/introduction-to-communities-of-practice/
https://wenger-trayner.com/introduction-to-communities-of-practice/
https://thesocialchangeagency.org/blog/how-to-create-and-manage-a-community-of-practice-or-peer-network/
https://embeddingproject.org/pub/resources/EP-Storytelling-for-Sustainability.pdf
https://embeddingproject.org/pub/resources/EP-Shaping-Your-Organisations-Narrative-Infrastructure.pdf
https://drawdown.org/publications/climate-solutions-at-work
https://drawdown.org/
https://drawdown.org/
https://planetgroups.net/wp-content/uploads/2021/04/As-an-employee-what-can-I-do-for-Corporate-Climate-Action_EN.pdf?x11928
https://planetgroups.net/
https://www.terra.do/
https://planetgroups.net/
https://kiteinsights.com/the-climate-school/
https://climatefresk.org/
https://climatevoice.org/about/
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One unique approach is to crowd-source ideas for sustainability initiatives, and classify these 
proposals according to ease of implementation and level of expected impact. These proposals 
should go beyond simple, low-hanging fruit, such as implementing compost programs or energy 
efficient lighting, and instead focus on systemic changes like alternative business models, boy-
cotting of unsustainable clients, new ownership structures, governance reforms, and other ideas. 

Once these ideas have been generated, groups should democratically select the top two or three 
core ideas that can serve as the animating focus for an employee-led campaign. Ideas should be 
selected according to their concreteness, and must be specific, measurable, achievable, realis-
tic, and timely. You can also seek feedback on proposed goals from issue-area experts, and from 
people within your company who can speak to the feasibility of the various proposals. 

Following this, employees should aim to develop realistic implementation plans regarding these 
goals, with a clear timeline and delineation of responsibilities that cuts across all business func-
tions, and a communications strategy for managing the campaign (including by outlining the 
arguments and channels used to persuade others). 

6. Engage with senior executives and other company leaders.

In order to create genuine change, engagement with senior executives is crucial. While executive 
opposition can kill sustainability initiatives, the endorsement of an important executive can also 
help lead an organizational transformation. CEOs and other senior officers should support em-
ployee activism instead of opposing it, and encourage their employees to be vocal about their 
values and to collectively brainstorm ways to improve sustainability performance. 

You can specifically identify ‘sponsors’, or senior managers who can serve as allies to employee 
activist groups and help introduce key ideas and criticisms to the company’s other senior leaders 
and board of directors. The identification of a sponsor is a crucial factor in getting sustainability 
initiatives to be taken seriously by the rest of the firm. In approaching senior executives, you might 
want to prepare precise and data-driven suggestions that show meticulous research and a high 
level of thought, with specific and tangible proposals for change, a realistic implementation plan, 
and a proposed budget if necessary. 

You might also take care to craft arguments that will persuade senior executives to take sustain-
ability reforms seriously. Such tactics often include the following: 
• Identify parallels between sustainability proposals and the company’s overall purpose or strat-

egy;
• Emphasize that improving sustainability practices can help reduce future regulatory costs, 

while continuing to perform poorly increases both reputational and financial risk; 
• Outline that sustainability can help create a competitive advantage, and in many cases result 

in reduced costs (i.e. energy savings) or new business opportunities (i.e. sustainable innova-
tion).

When approaching senior management, you can make use of this guide from the Embedding 
Project on ‘supporting your CEO’, which outlines a variety of key strategies, including to: 
• Help them to create strong business cases;

https://embeddingproject.org/pub/resources/EP-Supporting-your-CEO.pdf
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• Create opportunities for them to experience sustainability issues first-hand;
• Help them learn from influential peers;
• Let the business ‘fail small’;
• Leverage the interests of key customers;
• Help board members to be better sustainability advocates;
• Create opportunities for them to make public commitments.

At the same time, you should be sure to remain independent of senior management and avoid 
being instrumentalized by senior executives who prefer to use employee resource groups as a 
source of positive marketing campaigns rather than actually an opportunity to implement genu-
ine reform. 

7. Engage with voices and stakeholders outside of the company
Finally, you might want to forge ties with like-minded networks outside of their company, includ-
ing with employees of other companies that share similar objectives, as well as NGOs and media 
partners that can provide more information and resources related to goal-setting, organizational 
change, and key social and environmental issues. You can also forge relationships with stake-
holders within your company’s value chain, including clients and suppliers, to help build support-
ive voices from key partners on all sides. You might also want to involve yourself in wider activist 
campaigns and social movements, or get involved in politics, in order to actively participate in 
the creation of a cultural environment that is conducive to sustainability reforms and imposes 
pressure on senior leaders to make decisive public commitments. 

At the same time, the risk of speaking out or taking action that may seem adversarial to your em-
ployer can be daunting, and many employees might fear taking a critical position. This is a valid 
concern. However, resistance to change and a culture of fear are signs of a dysfunctional orga-
nization, and if employees fear being reprimanded or fired because of their desire to advance an 
ethical position, then it is likely that this kind of organization is not worth working for. In the age 
of the Great Resignation, employees have more power than ever, and employers are well aware 
that employees (particularly younger ones) expect their work to reflect their values. You shouldn’t 
be afraid to stand up for your morals, and managers should understand that the days when a 
culture of intimidation and secrecy could be used to conceal harmful or immoral behaviours are 
long over. 

https://www.cnbc.com/video/2022/03/21/great-resignation-goes-global-and-shakes-up-labor-market-for-good.html
https://www.youtube.com/watch?v=DwcB9cvdjsw
https://www.youtube.com/watch?v=DwcB9cvdjsw
https://www.youtube.com/watch?v=DwcB9cvdjsw
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Description
The impacts of climate catastrophe are already being felt, and 
they are escalating. While the Paris Agreement calls on signa-
tories to limit global temperature rise to 1.5 degrees Celsius, the 
IPCC indicates that this target is very likely to be significantly 
exceeded. The carbon budget required to limit the global tem-
perature rise to 1.5°C will be consumed in less than a decade. 
Energy companies and governments currently plan to burn 
120% more carbon that would be permitted in the 1.5 degree 
carbon budget, a discrepancy known as the global production 
gap. The Rainforest Action Network has determined that the 
world’s 60 largest commercial and investment banks have pro-
vided over $3.8 trillion in funding to the fossil fuel sector from 
2016 to 2020. Despite a flurry of corporate announcements on 
emissions reduction targets, very few major firms have made 
net-zero pledges that are actually credible, according to the 
Corporate Climate Responsibility Monitor. Current research 
shows that most fossil fuel companies prefer to rely on specu-
lative carbon removal technologies, and have yet to adopt sci-
ence-based targets focused on reducing the production and 
combustion of fossil fuel reserves. Without significant improve-
ments, there is a distinct possibility that additional warming 
could trigger feedback loops that lead to warming far worse 
than 1.5 degrees, which will make many regions of the world 
uninhabitable. 

Ecological
Wellbeing

1.1Climate 
Change

https://www.ipcc.ch/2021/08/09/ar6-wg1-20210809-pr/#:~:text=The%20report%20provides%20new%20estimates,C%20will%20be%20beyond%20reach.
https://www.ipcc.ch/2021/08/09/ar6-wg1-20210809-pr/#:~:text=The%20report%20provides%20new%20estimates,C%20will%20be%20beyond%20reach.
https://www.fastcompany.com/90444081/this-graphic-shows-exactly-how-little-is-left-of-the-planets-carbon-budget
https://productiongap.org/
https://productiongap.org/
https://www.ran.org/publications/banking-on-climate-chaos-2021/
https://www.ran.org/publications/banking-on-climate-chaos-2021/
https://newclimate.org/2022/02/07/corporate-climate-responsibility-monitor-2022/
https://newclimate.org/2022/02/07/corporate-climate-responsibility-monitor-2022/
http://priceofoil.org/content/uploads/2020/09/OCI-Big-Oil-Reality-Check-vF.pdf
http://priceofoil.org/content/uploads/2020/09/OCI-Big-Oil-Reality-Check-vF.pdf
https://sciencebasedtargets.org/
https://sciencebasedtargets.org/
https://www.dw.com/en/when-nature-harms-itself-five-scary-climate-feedback-loops/a-43649814
https://nymag.com/intelligencer/2017/07/climate-change-earth-too-hot-for-humans.html
https://nymag.com/intelligencer/2017/07/climate-change-earth-too-hot-for-humans.html
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Issue Summary
The global climate crisis is escalating more rapidly than scientists predicted, and it is already be-
ginning to have massively destabilizing effects on human society. As catastrophic wildfires wreak 
havoc around the world, and “once in a century” storms and floods become seasonal events, it is 
clear that climate change is no longer a distant future threat, but a reality that is lived by millions 
of people every day. Prospects for averting cataclysmic climate disruption are increasingly dim: 
at the current rate, the carbon budget required to limit the global temperature rise to 1.5°C will be 
consumed in less than a decade. Even if we manage to respect the targets of the Paris Climate 
Agreement, it is estimated that the total cost of a 1.5°C temperature increase will be $54 trillion by 
the year 2100. However, because the climate is a complex non-linear system, there is a possibility 
that additional warming will trigger feedback loops that lead to warming far worse than 1.5 de-
grees, which will make many regions of the world uninhabitable and have the potential to end life 
on Earth. A 3.7°C temperature rise could cause up to US$ 551 trillion in damage, which is more than 
all the wealth that currently exists in the world. As the CEO of the insurance giant AXA declared, 
4°C of warming this century would make the world “uninsurable.” 

According to Project Drawdown, annual private sector investments in clean technologies must 
increase by eightfold to match the $5 trillion required to meet the Paris Accord goal of 1.5˚C of 
warming. Unfortunately, international capital flows have not shifted to make this a reality. Energy 
companies and governments currently plan to burn 120% more carbon that would be permitted 
in the carbon budget allocated by the global Paris Accord, a discrepancy known as the global 
production gap. The future expansion and production plans of large global oil and gas firms are 
fundamentally incompatible with a 1.5 degree aligned scenario, as outlined in this report by Oil 
Change International. The Rainforest Action Network has determined that the world’s 60 largest 
commercial and investment banks have provided over $3.8 trillion in funding to the fossil fuel sec-
tor from 2016 to 2020. Global banks continue to finance new oil and gas projects in spite of their 
public net-zero pledges. The Bank of England has determined that the global financial system 
currently supports high carbon projects that will cause a global temperature rise of more than 
4°C.

At the same time, the global momentum for international climate action has never been stronger. 
In 2021, the International Energy Agency released a bombshell report calling for no new invest-
ment in fossil fuel infrastructure, outlining the need for capital markets to rapidly redirect funds 
towards a clean energy transition. In a tentative sign that a structural shift might be underway, 
the European oil companies Eni and BP became the first major oil and gas firms to openly commit 
to cutting production levels. On May 26th, 2021, three monumental announcements were made: a 
Dutch court mandated Shell to make an absolute cut in Scope 3 emissions, activist shareholders 
helped install new climate sympathetic board members at ExxonMobil, and a majority of share-
holders at Chevron backed a proposal to commit the firm to Scope 3 emissions reductions. Follow-
ing a period of heightened international attention, substantial new climate pledges were made 
in 2020, including a doubling in the total number of net-zero targets. Capitalizing on this growing 
movement, the UN has launched its new Race to Zero campaign aimed at galvanizing businesses 
and governments to play their part in building a zero carbon economy through comprehensive 
Climate Action Pathways. 

When it comes to the strength of its climate ambition, Canada remains a laggard rather than a 
leader. Canada has failed to meet any of its numerous emissions-reduction targets. In fact, since 
setting its first target in 1992, Canada’s national annual emissions have increased by 16%. Can-

https://blogs.scientificamerican.com/observations/scientists-have-been-underestimating-the-pace-of-climate-change/
https://reliefweb.int/report/mozambique/2-years-cyclone-idai-and-mozambique-has-already-faced-additional-3-cyclones
https://www.carbonbrief.org/explainer-how-climate-change-is-affecting-wildfires-around-the-world
https://www.carbonbrief.org/explainer-how-climate-change-is-affecting-wildfires-around-the-world
https://www.sciencealert.com/once-in-a-century-storms-predicted-to-become-annual-events-scientists-warn
https://www.fastcompany.com/90444081/this-graphic-shows-exactly-how-little-is-left-of-the-planets-carbon-budget
https://tyndall.ac.uk/sites/default/files/publications/briefing_note_risks_warren_r1-1.pdf
https://www.dw.com/en/when-nature-harms-itself-five-scary-climate-feedback-loops/a-43649814
https://nymag.com/intelligencer/2017/07/climate-change-earth-too-hot-for-humans.html
https://www.axios.com/climate-change-costs-wealth-carbon-tax-303d7cff-3085-49d9-accb-ec77689b9911.html
https://www.greenbiz.com/article/axa-4c-warming-makes-world-uninsurable
https://productiongap.org/
https://productiongap.org/
http://priceofoil.org/content/uploads/2020/09/OCI-Big-Oil-Reality-Check-vF.pdf
http://priceofoil.org/content/uploads/2020/09/OCI-Big-Oil-Reality-Check-vF.pdf
https://www.ran.org/publications/banking-on-climate-chaos-2021/
https://www.bbc.com/news/business-60366054
https://iea.blob.core.windows.net/assets/4719e321-6d3d-41a2-bd6b-461ad2f850a8/NetZeroby2050-ARoadmapfortheGlobalEnergySector.pdf
https://iea.blob.core.windows.net/assets/4719e321-6d3d-41a2-bd6b-461ad2f850a8/NetZeroby2050-ARoadmapfortheGlobalEnergySector.pdf
https://carbontracker.org/eni-the-first-oil-company-to-lay-out-a-strategy-of-managed-decline/
https://carbontracker.org/eni-the-first-oil-company-to-lay-out-a-strategy-of-managed-decline/
https://www.npr.org/2021/05/26/1000475878/in-landmark-case-dutch-court-orders-shell-to-cut-its-carbon-emissions-faster
https://www.reuters.com/business/sustainable-business/shareholder-activism-reaches-milestone-exxon-board-vote-nears-end-2021-05-26/
https://www.reuters.com/business/energy/chevron-shareholders-approve-proposal-cut-customer-emissions-2021-05-26/
https://racetozero.unfccc.int/wp-content/uploads/2021/08/2020-Breakthroughs-Upgrading-our-sytems-together.pdf
https://unfccc.int/climate-action/race-to-zero-campaign
https://unfccc.int/climate-action/marrakech-partnership/reporting-and-tracking/climate_action_pathways
http://www.wcel.org/sites/default/files/publications/a_new_canadian_climate_accountability_act_-_detailed_report_compressed.pdf
https://www.canada.ca/en/environment-climate-change/services/environmental-indicators/greenhouse-gas-emissions.html
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ada is the only G7 country whose emissions have increased since the signing of the Paris Agree-
ment. Canada also continues to faithfully subsidize the industry most responsible for fuelling cli-
mate change. A recent report revealed the government announced almost $18 billion in funding 
to the oil and gas sector in 2020 alone—which is nearly $3 billion more than the government has 
committed to Canada’s new climate plan for the next 10 years. Canada’s projected oil and gas 
expansion from 2021 to 2050 will consume a staggering 16 per cent of the world’s carbon budget 
in a 1.5 C world. The Climate Action Tracker rates Canada’s climate plans as “highly insufficient”, 
and on the Climate Change Performance Index we rank 54th out of 60, where we are below Russia 
and just ahead of Kazakhstan. 

Key Considerations
As the stark realities of global climate change become harder to deny, emissions reporting among 
large corporations is being mainstreamed. Unfortunately, studies suggest that this is not happen-
ing rapidly enough. Research by Millani shows that only 66% of companies listed on the Toronto 
Stock Exchange are currently disclosing annual GHG emissions, while only 23% of companies are 
reporting in alignment with the standards of the Task Force on Climate-Related Financial Disclo-
sures. Additionally, research by CPA Canada demonstrates that only 11% of Canadian compa-
nies include emissions reporting under the purview of their Chief Financial Officer, implying that 
sustainability is not seen as a strategic or financially material concern. Far more Canadian firms 
must begin reporting their annual emissions, along with credible plans to reduce them. To com-
pare Canadian companies according to their targets and performance, check out the Net-Zero 
Leaderboard developed by Canadian Business for Social Responsibility. 

Many large firms are adopting more ambitious emissions reduction plans. At least 20% of the 
world’s 2000 largest publicly traded companies have made net-zero commitments. Unfortunate-
ly, it can be difficult to discern which of these commitments are genuine, and at worst some firms 
rely on net-zero announcements as a form of positive publicity without room for real reform. Ac-
cording to the Corporate Climate Responsibility Monitor, very few major firms have made net-ze-
ro pledges that are actually credible. Even in Europe, where climate reporting is most advanced, 
only 30% of firms provide sufficiently detailed information on their climate policies and risks as 
required in the EU Non-Financial Reporting Directive. Far too many companies rely on vague 
timelines without interim goals, or make excessive use of carbon offsetting techniques or other 
unproven negative emissions technologies in order to defer action to a later date. 

Credible emissions plans must require firms to abate emissions by preventing them in the first 
place, rather than continuing to pollute and hoping that negative emissions technologies, carbon 
capture projects, or offsetting techniques will allow carbon to be removed from the atmosphere 
with the necessary speed and scale. The IPCC has warned that carbon removal “deployed at 
scale is unproven, and reliance on such technology is a major risk in the ability to limit warm-
ing to 1.5°C” owing to “multiple feasibility and sustainability concerns.” Offsets are particularly 
problematic because natural carbon sinks are not capable of absorbing the total flow of hu-
man-made carbon emissions into the atmosphere (and global forests are beginning to become 
sources rather than sinks of carbon). For example, Shell’s low carbon plans have been criticized 
for relying on the creation of an artificial forest the size of Brazil. Additionally, carbon capture and 
storage technologies do not yet exist at a scale that would allow large emitters to feasibly trap 
and sequester the majority of their emissions, and some carbon capture plants emit more carbon 
than they capture. This is not surprising, given that a literature review of 200 research papers on 

https://www.nationalobserver.com/2021/03/03/news/chair-frances-climate-council-says-canada-needs-2025-target-stronger-net
https://www.nationalobserver.com/special-reports/race-against-climate-change
https://www.nationalobserver.com/special-reports/race-against-climate-change
https://www.nationalobserver.com/2020/12/11/news/trudeau-new-climate-plan-proposes-carbon-price-hike
https://climateactiontracker.org/countries/canada/
https://germanwatch.org/sites/germanwatch.org/files/CCPI-2019-Results-190614-WEB%20A3.pdf
https://www.tcfdhub.org/resource/millanis-tcfd-disclosure-study-a-canadian-perspective/
https://www.cpacanada.ca/en/business-and-accounting-resources/other-general-business-topics/sustainability/publications/are-canadian-businesses-managing-emissions
https://www.cbsr.ca/canadas-net-zero-leaderboard
https://www.cbsr.ca/canadas-net-zero-leaderboard
https://newclimate.org/2022/02/07/corporate-climate-responsibility-monitor-2022/
https://newclimate.org/2022/02/07/corporate-climate-responsibility-monitor-2022/
http://www.allianceforcorporatetransparency.org/assets/Research_Report_EUKI_2020.pdf
https://www.ipcc.ch/sr15/
https://www.theguardian.com/environment/2020/mar/04/tropical-forests-losing-their-ability-to-absorb-carbon-study-finds
https://www.theguardian.com/environment/2020/mar/04/tropical-forests-losing-their-ability-to-absorb-carbon-study-finds
https://carbontracker.org/shell-and-eni-revise-emissions-plans-into-the-weeds-or-into-the-forest/
https://carbontracker.org/shell-and-eni-revise-emissions-plans-into-the-weeds-or-into-the-forest/
https://halshs.archives-ouvertes.fr/halshs-02279735
https://www.vice.com/en/article/7kb43x/shell-quest-carbon-capture-plant-alberta
https://link.springer.com/article/10.1007%2Fs41247-020-00080-5
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carbon capture and industrial carbon removal found them to result in net CO2 additions, not 
reductions. Many scholars believe that negative emissions technologies are a dangerous distrac-
tion that serve as a deterrence to genuine mitigation efforts. Current research shows that most 
oil companies prefer to rely on speculative carbon removal technologies, and have yet to adopt 
science-based targets focused on reducing the production and combustion of fossil fuel reserves. 
For more information on the inauthenticity of carbon offsetting schemes, check out this report by 
Carbon Accountability.

Emerging international best practices in sustainable finance suggest that offsets should not be 
used in determining a company or project’s transition risk, given that if the source of offsets disap-
pears, if the price becomes too expensive, or if the offsets turn out to be fraudulent, the company 
will be badly exposed. If a company must rely on carbon offsets, all purchased offsets should be 
verified with concrete evidence, and also must be additional (i.e. consisting only of emissions re-
ductions that would not have happened without the specific offset project). 

As Project Drawdown has written, “net-zero goals cannot be a proxy for climate action.” To ensure 
that companies are adopting genuinely ambitious emissions reduction plans, the following crite-
ria should be met: 
1. Adopt official science-based targets, which provide emissions targets that are fully aligned 

with the most recent IPCC science; 
2. Adopt an official low-carbon transition plan timeline with clear 2030 mid-term targets, and a 

plan to strengthen these goals over time; 
3. Implement plans to eliminate all carbon emissions in absolute terms, not just a reduction in 

carbon intensity, that accounts for all past, present, and future emissions from direct opera-
tions as well as those of suppliers, employees, and customers; 

4. Only use offsets for unavoidable emissions, and have a plan to phase out these offsets over 
time;

5. Adopt clear plans to institutionalize emissions reduction efforts throughout the organization 
(i.e. through a self-imposed costing method such as an internal carbon tax);

6. Adopt capital allocation processes which ensure that emissions prevention efforts receive the 
appropriate funding and resources; 

7. Ensure alignment between sustainability strategy and firm-wide business strategy; 
8. Embed climate justice throughout all plans, and have a clear strategy to approach all emis-

sion reduction targets through an equity lens. 

Tools and Frameworks
For a compilation of all the most up-to-date net-zero tools and resources, see Destination Net-Ze-
ro (focusing on Canada) as well as the Net-Zero Knowledge Hub. 

1. Disclosure and Reporting
Firms should begin by performing a self-assessment according to this guide for environmental ac-
tion developed by the Carbon Disclosure Project (CDP), which will determine what stage they are 
at in the organizational transformation process. To determine where a firm is in its sustainability 
journey, review the Net-Zero Leaderboard developed by Canadian Business for Social Responsi-
bility. 

http://wp.lancs.ac.uk/amdeg/
http://priceofoil.org/content/uploads/2020/09/OCI-Big-Oil-Reality-Check-vF.pdf
http://priceofoil.org/content/uploads/2020/09/OCI-Big-Oil-Reality-Check-vF.pdf
https://www.corporateaccountability.org/wp-content/uploads/2021/06/The-Big-Con_EN.pdf
https://www.offsetguide.org/high-quality-offsets/additionality/
https://destinationnetzero.com/
https://destinationnetzero.com/
https://www.net-zero-hub.com/
https://www.cdp.net/en/guidance/guidance-for-companies/organizational-guide-for-environmental-action
https://www.cdp.net/en/guidance/guidance-for-companies/organizational-guide-for-environmental-action
https://www.cbsr.ca/canadas-net-zero-leaderboard
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Following this, firms should begin their disclosure process in line with CDP standards as outlined in 
their annual questionnaire. For guidance about how to use the CDP’s disclosure platform, review 
this step-by-step guide. Firms should aim to report on all of their attributable emissions as outlined 
by the Greenhouse Gas Protocol, whose guidelines are contained in this official corporate stan-
dard. When determining a GHG inventory, firms should begin by determining an ‘organizational 
boundary’ to assess which specific emissions are under its purview. Firms should determine this 
boundary by selecting a particular allocation method, which can include reporting on the basis 
of operational control, financial control, or equity share. 

Companies can also use the emissions reporting criteria provided by the Global Reporting Initia-
tive, which has strict guidelines for what companies should or should not be disclosing. An orga-
nization’s emissions can be categorized into three categories called ‘scopes’: 
1. Scope 1 corresponds to direct emissions directly linked to the production of the company’s 

products or services, including, for example, the use of oil or the combustion of fuel linked to 
the manufacturing process;

2. Scope 2 corresponds to indirect energy-related emissions, including all energy consumption 
related to the manufacturing process (electricity to power plants, use of heat or cold);

3. Scope 3 includes all other indirect emissions that are not related to the manufacturing process 
but which occur upstream or downstream of the company’s value chain: extraction of raw ma-
terials, their transport to the factories, the product’s life cycle, its transport, its recycling, etc.

Calculating Scope 3 emissions can be extremely complex, given that they refer to all emissions 
created upstream and downstream of an organization’s supply chain. The Greenhouse Gas Proto-
col has developed specific guidance for Scope 3 emissions calculations, as well as an accounting 
and reporting standard for an organization’s entire value chain. When determining what Scope 3 
emissions to report on, firms should consider the relative size of the activity, data availability and 
quality, the total cost and effort of performing the analysis, and any other criteria. 

2. Target-Setting
Upon disclosure, organizations should begin setting science-based targets in alignment with the 
recommendations of the Science-Based Targets Initiative (SBTI), who have developed this conve-
nient flowchart to help orient themselves within the SBTI resources. In its corporate manual, SBTI 
has developed specific sectoral targets that are updated on the basis of the most recent peer-re-
viewed research determining 1.5 degree pathways. Firms are required to release both near-term 
and long-term targets, reflecting milestone years of 2030 and 2050 respectively. These targets 
vary considerably by sector; for cement production and airlines, the 2030 near-term target is a 
23% emissions reduction, while for the power sector this figure is 57%. Specific sectoral pathways 
are available from SBTI’s website, many of which are still under development. 

At a global level, SBTI finds that all firms on average should be reducing their carbon footprint by 
4.2% annually until the year 2030. SBTI recommends that firms set targets reflecting both a re-
duction in absolute carbon emissions as well as a reduction in carbon intensity, alongside targets 
for renewable energy use and supplier engagement. To be SBTI-aligned, 2030 targets must cover 
at least 95% of company-wide Scope 1 and 2 emissions and at least 67% of Scope 3 emissions (for 
firms where Scope 3 emissions are at least 40% of total emissions), while 2050 targets must cover 
at least 95% of company-wide Scope 1, 2, and 3 emissions. 

https://guidance.cdp.net/en/tags?cid=30&ctype=theme&gettags=0&idtype=ThemeID&incchild=1&microsite=0&otype=Questionnaire&page=1&tgprompt=TG-124%2CTG-127%2CTG-125
https://cdn.cdp.net/cdp-production/cms/guidance_docs/pdfs/000/001/573/original/CDP-disclosure-platform-guide.pdf?1524239399
https://ghgprotocol.org/sites/default/files/standards/ghg-protocol-revised.pdf
https://ghgprotocol.org/sites/default/files/standards/ghg-protocol-revised.pdf
https://ghgprotocol.org/sites/default/files/standards/Scope3_Calculation_Guidance_0.pdf
https://ghgprotocol.org/sites/default/files/standards/Corporate-Value-Chain-Accounting-Reporing-Standard_041613_2.pdf
https://ghgprotocol.org/sites/default/files/standards/Corporate-Value-Chain-Accounting-Reporing-Standard_041613_2.pdf
https://sciencebasedtargets.org/resources/files/SBTi-How-To-Guide.pdf
https://sciencebasedtargets.org/resources/files/SBTi-How-To-Guide.pdf
https://sciencebasedtargets.org/resources/files/SBTis-Net-Zero-Standard-Corporate-Manual.pdf
https://sciencebasedtargets.org/sectors
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SBTI has also developed a standard for science-based net zero targets, and a list of principles 
by which net-zero targets should be evaluated. Corporate net-zero targets all contain three key 
dimensions of analysis: the boundary of the target, the mitigation strategy used to attain it, and 
the timeframe required to achieve it. SBTI identifies a taxonomy of carbon mitigation strategies, 
of which there are three types: 

1. Abatement measures (i.e. actions that companies take to prevent, reduce or eliminate sources 
of GHG emissions within their value-chains);

2. Compensation measures (i.e. actions that companies take to prevent, reduce or eliminate 
sources of GHG emissions outside their value-chains, such as purchasing carbon credits or 
offsets);

3. Neutralization measures (i.e. that companies take to remove carbon from the atmosphere in 
order to counterbalance the impact of a source of emissions that remains unabated, such as 
employing negative emissions technologies). 

Of these mitigation strategies, only abatement measures intended to prevent emissions from oc-
curring in the first place should be prioritized, while neutralization measures should be minimized. 
Not all sectors have science-based target guidelines yet, although these standards are in devel-
opment. To learn more about the SBTI target-setting process, see this new e-learning course. 

3. Developing Transition Plans
After adopting a clear science-based target, organizations should begin developing credible 
transition plans that will allow them to achieve this organizational transformation in the required 
timeframe. The CDP’s Act Initiative has a guide to help firms develop a transition plan in terms 
of metrics and targets, strategy, and governance criteria. Based on analysis of its own data, the 
CDP has outlined that a credible transition plan must: 
1. Support a strategy for the transition that needs to occur for an organization to pivot towards 

a net-zero future, with five to ten year near-term science-based targets (SBTs), and then long-
term SBTs for 2050 at the latest;

2. Contain verifiable and quantifiable key performance indicators (KPIs) which measure the suc-
cess of an organization’s climate transition and are tracked regularly;

3. Be succinctly integrated into an organization’s existing mainstream filings (in annual financial 
reporting/sustainability reporting/overall business strategy);

4. Include an outline of key strategies and implementation plans related to governance, scenario 
analysis, financial planning, value chain engagement, policy engagement, and risk manage-
ment. 

Additionally, CDP outlines specific principles for all transition plans to abide by, which include 
that plans must be:
1. Accountable: the plan has clearly defined roles and responsibilities, where the board and 

C-suite executives are accountable for delivery of the plan;
2. Internally coherent: the plan is integrated into the overall business strategy of the organization 

and linked to the profit and loss statement;
3. Forward-looking: the plan’s orientation is focused on the near-term and long-term future, 

trending towards 2050;
4. Time-bound and quantitative: the plan’s KPIs are quantifiable and are outlined for defined 

timeframes;

https://sciencebasedtargets.org/resources/files/foundations-for-net-zero-full-paper.pdf
https://sciencebasedtargets.org/news/new-e-learning-course-on-science-based-targets
https://actinitiative.org/
https://cdn.cdp.net/cdp-production/cms/guidance_docs/pdfs/000/002/840/original/Climate-Transition-Plans.pdf?1636038499
https://cdn.cdp.net/cdp-production/cms/guidance_docs/pdfs/000/002/840/original/Climate-Transition-Plans.pdf?1636038499
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5. Flexible and responsive: the plan is reviewed and updated regularly, with a defined stakehold-
er (including shareholders) feedback mechanism (e.g., AGMs) in place;

6. Complete: the plan covers the whole organization (i.e. any exclusions from the plan must not 
be material to the company and/or the environment). 

Particularly relevant is the requirement that firms integrate emissions reductions strategies into 
their financial planning and reporting, specifically to ensure that capital and operating expendi-
tures are allocated appropriately to actually implement transition plans in a feasible time frame. 
Climate Action 100+ has developed a net-zero company benchmark which specifically looks at 
capital allocation alignment as a key principle. Metrics for this indicator include whether the 
company explicitly aligns its capital expenditures with a 1.5 degree pathway, and discloses the 
methodology that it uses to do so, with specific reference to the year that the capital investments 
in carbon intensive assets are expected to peak. The benchmark also evaluates firms accord-
ing to the percentage of their total revenue that can be labeled ‘green’ (i.e. that is derived from 
low-carbon products and services), as well as the company’s plans to increase its share of green 
revenue over time. 

For further information about specific sectoral decarbonization pathways, check out this com-
prehensive resource developed by the Exponential Roadmap Initiative, as well as their 1.5 Degree 
Business Playbook. To evaluate transition plans in particular sectors, check out the assessments 
developed by the World Benchmarking Alliance, particularly its resources on oil and gas, automo-
tives, and utilities. Distressingly, no firms in the global oil and gas sector have announced credible 
transition plans, according to this report by Oil Change International. Progress in the global au-
tomotive sector is similarly lacking, according to this analysis by the 2 Degree Investing Initiative. 
To analyze the transition plans of individual companies, review these assessments by the Carbon 
Tracker Initiative, as well as these company profiles by Climate Action 100+. 

One innovative way to improve the integration of transition plans throughout a firm’s operations 
is through the use of an internal carbon pricing program, which can help managers when making 
costing and resource allocation decisions. Internal carbon prices can take the form of either a 
shadow price included as an avoided expense alongside energy savings, or an explicit carbon 
fee charged to individual stakeholders within the company to make them accountable for man-
aging the emissions of their particular unit. Firms can determine an appropriate carbon price 
for their companies by dividing the total annual funding required for transition initiatives by the 
annual GHG emissions contained in the firm’s boundary. Business unit managers can be made 
responsible for incorporating carbon fees into their operating budgets, and working with facility 
administrators to implement GHG reduction measures designed to minimize this new cost. The 
engineering firm WSP has a brief guide to implementing workplace carbon pricing systems. 

Firms should also aim to understand what carbon regulations apply in their jurisdictions, and in-
corporate these rules and requirements into all transition plans. The Climate Policy Tracker has 
compiled a country by country list of carbon pricing systems and other regulations. 

4. Engaging Suppliers

A fourth crucial component of any carbon transition strategy is a plan to engage with supply 
chain partners to reduce carbon emissions both upstream and downstream throughout the value 
chain. The World Economic Forum has created an insight report that provides a roadmap for all 

https://www.climateaction100.org/wp-content/uploads/2021/03/Climate-Action-100-Benchmark-Indicators-FINAL-3.12.pdf
https://exponentialroadmap.org/wp-content/uploads/2020/03/ExponentialRoadmap_1.5.1_216x279_08_AW_Download_Singles_Small.pdf
https://exponentialroadmap.org/wp-content/uploads/2020/03/ExponentialRoadmap_1.5.1_216x279_08_AW_Download_Singles_Small.pdf
https://exponentialroadmap.org/
https://exponentialroadmap.org/wp-content/uploads/2020/11/1.5C-Business-Playbook-v1.1.1pdf.pdf
https://exponentialroadmap.org/wp-content/uploads/2020/11/1.5C-Business-Playbook-v1.1.1pdf.pdf
https://www.worldbenchmarkingalliance.org/
https://www.worldbenchmarkingalliance.org/publication/oil-and-gas/
https://www.worldbenchmarkingalliance.org/publication/automotive/
https://www.worldbenchmarkingalliance.org/publication/automotive/
https://electricutilities.worldbenchmarkingalliance.org/rankings/
http://priceofoil.org/content/uploads/2020/09/OCI-Big-Oil-Reality-Check-vF.pdf
https://2degrees-investing.org/wp-content/uploads/2020/06/Changing-Gear.pdf
https://carbontracker.org/company-profiles/
https://www.climateaction100.org/whos-involved/companies/
https://www.wsp.com/-/media/Sector/US/Document/pdf-WSP-Whitepaper-Carbon-Pricing.pdf
https://climatepolicytracker.org/
https://www3.weforum.org/docs/WEF_Net_Zero_Challenge_The_Supply_Chain_Opportunity_2021.pdf
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businesses to decarbonize their supply chain (i.e. Scope 3) emissions, as well as a brief guide on 
supply chain decarbonization incentives. The Carbon Disclosure Project has published a state of 
the supply chain report for 2021. The Exponential Roadmap Initiative also has a list of strategies 
for incentivizing greater supplier participation in low-carbon initiatives as outlined in its supplier 
engagement guide. These may include:
1. Supplier recognition: recognize supplier climate performance publically (e.g. through website) 

or with peers;
2. Preferential conditions: for example, improved payment terms, or locked-in longer contracts 

linked to climate performance;
3. Applying discount factors in contracts, linked to progress towards climate targets;
4. Direct financing of interventions: financially contribute to GHG reduction (e.g. switch to re-

newable energy in a supplier factory);
5. Leverage better credit rating to facilitate supplier loans;
6. Collective financing with suppliers, for example, on renewable energy installations;
7. Grouped decarbonization target with supplier.

The Comet Network is a worldwide coalition of firms and civil society leaders aiming to create 
a harmonized framework with universal metrics for action and attribution of emissions across 
all tiers of supply chains, particularly focusing on the role of industrial supply chain partners in 
hard-to-abate industries. For further guidance on supplier engagement, see the CDP’s supplier 
engagement rating system and accompanying methodology. 

5. Tools for Small and Medium-Sized Enterprises 
The climate transition plans of small and medium-sized enterprises (SMEs) will look very different 
from those of major corporations. Many small firms do not have the staff or resources to take on 
large emissions reduction projects, or even to report on and disclose their own emissions profiles. 
To address this gap, the SME Climate Hub has developed, in partnership with Oxford University, 
a website and a suite of tools to help small firms with their low carbon planning decisions. Car-
bon Trust, a UK-based group, has also outlined a specific journey-mapping tool for SMEs, with a 
carbon footprint calculator that is specifically tailored to the needs of small businesses, as well 
as a series of carbon reduction tools and guides related to everything from energy efficiency to 
manufacturing and procurement. The CDP has also developed a specific emissions disclosure 
framework for SMEs, while the SBTI has created a guide for small businesses hoping to adopt sci-
ence-based targets. To see examples of businesses leading the way, see the Heroes of Net Zero 
competition and Green Economy Canada. 

6. Tools for Investors 
Banks, insurers, and investors have a responsibility to ensure the alignment of their investments, 
lending, and underwriting with international climate goals. The Paris Aligned Investment Initia-
tive has provided a clear implementation framework for investors to follow, which includes action 
items in six categories: governance and strategy, targets and objectives, strategic asset alloca-
tion, asset class alignment, policy advocacy, and market engagement. 

To begin, firms should complete an assessment of their exposure to climate risk according to the 
recommendations of the Task Force on Climate-Related Financial Disclosure (TCFD). To do so, see 
these guidelines from the TCFD on metrics, targets, and transition plans, as well as this guide to 

https://www.wbcsd.org/contentwbc/download/13278/194351/1
https://www.wbcsd.org/contentwbc/download/13278/194351/1
https://www.google.com/url?q=https://cdn.cdp.net/cdp-production/cms/reports/documents/000/006/106/original/CDP_SC_Report_2021.pdf?fbclid%3DIwAR16yzicj87DIXb56BAlT-oR25aXiqnTlq8EzNLNjNmI-0_GZbWzuqa_kaU&sa=D&source=docs&ust=1648161868723737&usg=AOvVaw2JlLD46sk0KH4vNhiqcSbX
https://www.google.com/url?q=https://cdn.cdp.net/cdp-production/cms/reports/documents/000/006/106/original/CDP_SC_Report_2021.pdf?fbclid%3DIwAR16yzicj87DIXb56BAlT-oR25aXiqnTlq8EzNLNjNmI-0_GZbWzuqa_kaU&sa=D&source=docs&ust=1648161868723737&usg=AOvVaw2JlLD46sk0KH4vNhiqcSbX
https://exponentialroadmap.org/supplier-engagement-guide/
https://exponentialroadmap.org/supplier-engagement-guide/
https://www.cometframework.org/
https://cdn.cdp.net/cdp-production/cms/guidance_docs/pdfs/000/002/489/original/SER-Introduction.pdf?1615801160
https://cdn.cdp.net/cdp-production/cms/guidance_docs/pdfs/000/002/489/original/SER-Introduction.pdf?1615801160
https://cdn.cdp.net/cdp-production/cms/guidance_docs/pdfs/000/002/496/original/SER-Methodology.pdf?1615801374
https://smeclimatehub.org/
https://smeclimatehub.org/tools/
https://www.carbontrust.com/resources/the-journey-to-net-zero-for-smes
https://www.carbontrust.com/resources/sme-carbon-footprint-calculator?utm_source=SME%20Carbon%20Footprint%20Calculator&utm_medium=tool-highlights&utm_campaign=SMECH
https://www.carbontrust.com/resources/carbon-reduction-and-net-zero-for-smes
https://cdn.cdp.net/cdp-production/cms/guidance_docs/pdfs/000/002/852/original/SME-Climate-Framework.pdf?1637746697
https://cdn.cdp.net/cdp-production/cms/guidance_docs/pdfs/000/002/852/original/SME-Climate-Framework.pdf?1637746697
https://sciencebasedtargets.org/resources/legacy/2020/07/SME-Frequently-Asked-Questions_July-2020.pdf
https://greeneconomy.ca/
https://www.parisalignedinvestment.org/media/2021/03/PAII-Net-Zero-Investment-Framework_Implementation-Guide.pdf
https://assets.bbhub.io/company/sites/60/2021/05/2021-TCFD-Metrics_Targets_Guidance.pdf
https://www.iigcc.org/download/navigating-climate-scenario-analysis-a-guide-for-institutional-investors/?wpdmdl=1837&refresh=620eb27932f731645130361
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scenario analysis from the Institutional Investors Group on Climate Change. 

In this process, firms need to calculate the alignment of their portfolios with international climate 
goals. The TCFD has outlined technical guidelines for assessing portfolio alignment, and firms can 
also see these guidelines developed by the Portfolio Alignment Team. A helpful resource in this 
regard is the open source Paris Agreement Capital Transition Assessment (PACTA) tool provided 
by 2 Degrees Investing, which helps assess the alignment of corporate bonds, loans, and listed 
equities with international climate objectives. The PACTA tool is able to compare the technology 
mix and five-year production plans of underlying companies in a given portfolio with the required 
sectoral decarbonization pathways. The climate-relevant sectors currently covered by PACTA 
are power, coal mining, oil and gas upstream sectors, automotive manufacturing, cement, steel, 
and aviation, collectively accounting for about 75% of global greenhouse gas emissions. To in-
teract with the PACTA tool, see the resources available from the Transition Monitor, which helps 
companies answer four key questions: 
• What is your exposure to climate relevant sectors?
• How are your portfolios aligned with climate scenarios?
• Which companies are driving these results?
• What is the potential financial loss if different scenarios eventuate?

To aid in the measurement of portfolio alignment, firms should also consult the financial standard 
developed by the Partnership for Carbon Accounting Fundamentals, as well as the technical note 
on portfolio impact metrics for the financial sector developed by the Carbon Disclosure Project. 

The approach that many financial actors take towards pricing climate risk into investment de-
cisions could have the very clear consequence of increasing the costs of capital for some of the 
world’s most vulnerable populations, and further making it difficult for them to adapt to climate 
damages. Equity and inclusion must be seen as sustainability issues, as sustainability cannot be 
disentangled from larger questions of environmental and climate justice. A climate justice lens 
should be applied to all policies and procedures in the public and private sectors. For more infor-
mation about centring climate justice in business decisions, see this guide from B Lab. 

For a guide to climate-related regulations for the financial sector around the world, see this guide 
from the Net-Zero Hub. 

The following are a list of relevant financial industry initiatives and networks that firms should 
consider joining:
• Net Zero Asset Owner Alliance
• Net Zero Banking Alliance
• Climate Action 100+
• Institutional Investors Group on Climate Change
• Global Sustainable Investment Alliance
• Global Alliance for Banking on Values
• 2 Degree Investing Initiative 
• Paris Aligned Investing Initiative 

A variety of NGOs also provide useful information about the credibility of financial sector climate 
commitments: 
• Bank FWD
• InsureOurFuture

https://www.iigcc.org/download/navigating-climate-scenario-analysis-a-guide-for-institutional-investors/?wpdmdl=1837&refresh=620eb27932f731645130361
https://assets.bbhub.io/company/sites/60/2021/05/2021-TCFD-Portfolio_Alignment_Technical_Supplement.pdf
https://www.tcfdhub.org/wp-content/uploads/2021/10/PAT_Measuring_Portfolio_Alignment_Technical_Considerations.pdf
https://2degrees-investing.org/resource/pacta/
https://platform.transitionmonitor.com/
https://carbonaccountingfinancials.com/standard
https://carbonaccountingfinancials.com/standard
https://cdn.cdp.net/cdp-production/cms/guidance_docs/pdfs/000/002/428/original/CDP_Technical_Note_on_Portfolio_Impact_Metrics_for_Financial_Services_Sector_Companies.pdf?1610122108
https://cdn.cdp.net/cdp-production/cms/guidance_docs/pdfs/000/002/428/original/CDP_Technical_Note_on_Portfolio_Impact_Metrics_for_Financial_Services_Sector_Companies.pdf?1610122108
https://www.nationalobserver.com/2020/10/13/opinion/pricing-climate-risk-could-be-risk-its-own
https://www.nationalobserver.com/2020/10/13/opinion/pricing-climate-risk-could-be-risk-its-own
https://www.corporateknights.com/climate-and-carbon/climate-lens/
https://pardot.bcorporation.net/climate-justice-playbook-for-business-2021?_ga=2.57496810.1570219719.1644622330-1824611830.1633877567
https://www.net-zero-hub.com/regulations/climate-regulations-for-the-financial-sector/
https://www.net-zero-hub.com/regulations/climate-regulations-for-the-financial-sector/
https://www.net-zero-hub.com/regulations/financial-industry-climate-alliances-and-initiatives/
https://www.unepfi.org/net-zero-alliance/
https://www.unepfi.org/net-zero-banking/
https://www.climateaction100.org/
https://www.iigcc.org/
http://www.gsi-alliance.org/
https://www.gabv.org/
https://2degrees-investing.org/
https://www.parisalignedinvestment.org/
https://bankfwd.org/
https://www.insureourfuture.us/
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• Human Impact + Profit (HIP) Investment
• Fossil Free Funds
• Coal Policy Tool

Case Studies
Given the flurry of corporate net zero pledges, it can be difficult to separate the genuine commit-
ments from the announcements that amount to elaborate forms of greenwashing. Fortunately, 
there are some firms that are leading the way. Unilever in particular is one company that has 
committed to making absolute cuts in its Scope 1, 2, and 3 emissions without relying on offsetting 
or negative emissions technology. Unilever has also become one of the first companies in the 
world to submit its net-zero action plan for an advisory vote by shareholders, in a bid to increase 
transparency and accountability. Having already achieved 100% renewable electricity deploy-
ment across its businesses worldwide, Unilever has also established a $1.18 billion Climate and Na-
ture Fund to help its brands invest in decarbonization and nature protection efforts, particularly 
with respect to plant-based food offerings. Unilever’s climate transition plan can be found here. 

SBTI includes a list of case studies on its website, highlighting certain firms that are leading the 
way. Colgate-Palmolive, for example, aims to reduce its Scope 3 emissions by 30% by the year 
2025 from a 2018 baseline year, while also investing in 100% renewable energy for its global op-
erations. Origin Energy, the largest energy retailer in Australia, has plans to completely exit coal-
fired power generation by 2032 while significantly growing its renewable portfolio. 

Perhaps the most inspiring example of a low-carbon transformation is that of Orsted, the Danish 
energy company that transformed itself from a fossil fuel firm into the world’s most sustainable 
clean energy company. As early as 2009 Orsted’s senior leaders formulated an ‘85/15 vision’, which 
entailed moving the company from 85% fossil fuels and 15% renewables to 85% renewables and 
15% fossil fuels. Nowadays, Orsted is the world’s largest offshore wind provider, and it is set to pro-
duce 99% clean energy by the year 2025. For more information on Orsted’s transformation, see 
this interview with the head of its offshore wind business.

For examples of small businesses that have begun low-carbon transformations, check out the 
case studies compiled by B-Corp certified Canadian consulting firm Climate Smart Business. One 
interesting example is Effect Homes, a green home builder in Alberta that has consistently been 
ranked the top choice home builder in Edmonton. Effect Homes operates as a net zero energy 
builder, complete with net zero building designs, solar energy rooftop installations, and energy 
efficient building envelopes. Another inspiring example is that of Colortec Creative, which has 
managed to achieve a 64% reduction in emissions since 2014 by switching to all-electric heavy 
equipment, while also reducing energy use by 46% and saving money in the process. 

Organizations/Initiatives
Canadian companies looking to become climate leaders should aim to join this coalition of Ca-
nadian firms that have agreed to SBTI-aligned targets under the auspices of the World Business 
Council for Sustainable Development. Firms might also be interested in joining the Catalyst Busi-
ness Alliance, as well as the investor coalition Climate Engagement Canada. 

https://hipinvestor.com/
https://fossilfreefunds.org/
https://coalpolicytool.org/
https://www.esgtoday.com/unilever-asks-suppliers-to-slash-emissions-in-half-by-2030/
https://www.greenbiz.com/article/unilever-sets-out-net-zero-plans-shareholder-vote
https://assets.unilever.com/files/92ui5egz/production/bbe89d14aa9e0121dd3a2b9721bbfd3bef57b8d3.pdf/unilever-climate-transition-action-plan-19032021.pdf
https://sciencebasedtargets.org/companies-taking-action
https://sciencebasedtargets.org/companies-taking-action/case-studies/colgate-palmolive
https://sciencebasedtargets.org/companies-taking-action/case-studies/origin-energy
https://sciencebasedtargets.org/companies-taking-action/case-studies/origin-energy
https://www.corporateknights.com/clean-technology/black-green-energy/
https://www.corporateknights.com/clean-technology/black-green-energy/
https://www.mckinsey.com/business-functions/sustainability/our-insights/orsteds-renewable-energy-transformation
https://climatesmartbusiness.com/case-studies
https://climatesmartbusiness.com/
https://effecthomes.ca/
https://climatesmartbusiness.com/case-studies/colortec-creative-s-equipment-updates-result-in-big-ghg-reductions
https://www.wbcsd.org/Overview/News-Insights/Member-spotlight/A-coalition-of-leading-Canadian-companies-commit-to-meaningful-action-on-climate-change
https://www.wbcsd.org/Overview/News-Insights/Member-spotlight/A-coalition-of-leading-Canadian-companies-commit-to-meaningful-action-on-climate-change
https://catalystbc.org/
https://catalystbc.org/
https://climateengagement.ca/
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For more information about climate activism, corporate commitments, and climate action path-
ways, check out the following organizations: 
• Climate Action Network
• The Climate Reality Project
• 350.org
• Fridays for Future
• Race to Zero 
• Exponential Roadmap Initiative
• Business Ambition for 1.5°C
• The Climate Pledge
• We Mean Business Coalition
• Science-Based Targets Initiative
• Transition Pathway Initiative
• Climate Action 100+
• Carbon Tracker Initiative
• The Climate Group
• Carbon Disclosure Project
• C40 Cities
• SME Climate Hub
• Business for Social Responsibility 
• Ceres
• World Resources Institute 

https://climatenetwork.org/
https://www.climaterealityproject.org/
https://350.org/
https://fridaysforfuture.org/
https://unfccc.int/climate-action/race-to-zero-campaign
https://exponentialroadmap.org/
https://www.unglobalcompact.org/take-action/events/climate-action-summit-2019/business-ambition
https://www.theclimatepledge.com/
https://www.wemeanbusinesscoalition.org/
https://sciencebasedtargets.org/
https://www.transitionpathwayinitiative.org/
https://www.climateaction100.org/
https://carbontracker.org/
https://www.theclimategroup.org/
https://www.cdp.net/en
https://www.c40.org/cities/?gclid=CjwKCAiA0KmPBhBqEiwAJqKK4329VeQLbG4h6R3yvvGiyxfvrqCgbpfQ0JfrAFFbSRLWvrKaK-2VFxoCZZwQAvD_BwE
https://smeclimatehub.org/
https://www.bsr.org/en/
https://www.ceres.org/homepage
https://www.wri.org/
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Description
Around the world, ecosystems are in peril due to a combin-
ation of deforestation, habitat destruction, desertification 
and land degradation, pollution, ocean acidification, and 
many other threats. The current rate of species extinction 
is at least 1,000 times the normal background rate, leading 
some scientists to claim that we have entered the sixth mass 
extinction event in Earth’s history. Natural ecosystems have 
declined by 47% on average, while the global biomass of 
wild mammals has fallen by 82% relative to prehistory. Ac-
cording to the Swiss Re Institute, over 50% of global GDP de-
pends on high-functioning biodiversity and ecosystem ser-
vices. Land degradation is particularly catastrophic; about 
85% of global arable land is threatened by erosion, salini-
sation, soil compaction or pollution, resulting in costs that 
could rise to US$10.6 trillion per year. Despite these threats, 
one study found that in 2019 alone banks around the world 
lent $2.6 trillion that was directly linked to ecosystem and 
wildlife destruction. The world has failed to achieve a single 
one of the decade-old Aichi Biodiversity Targets, and new 
targets are currently being renegotiated under the Con-
vention for Biological Diversity. To learn more about Global 
Goal for Nature, science-based biodiversity targets from 
the Global Commons Alliance, and how corporations can 
become better stewards of biodiversity and natural capital, 
continue reading this PDF guide. 

Ecological
Wellbeing

1.2Biodiversity, 
Ecosystem 

Services and 
Land Use

https://www.newscientist.com/article/dn25645-we-are-killing-species-at-1000-times-the-natural-rate/
https://www.newyorker.com/magazine/2009/05/25/the-sixth-extinction
https://www.newyorker.com/magazine/2009/05/25/the-sixth-extinction
https://www.financeforbiodiversity.org/
https://quantis-intl.com/when-it-comes-to-biodiversity-businesses-are-at-a-loss/
https://quantis-intl.com/when-it-comes-to-biodiversity-businesses-are-at-a-loss/
https://www.ngfs.net/sites/default/files/medias/documents/biodiversity_and_financial_stablity_building_the_case_for_action.pdf
https://www.theguardian.com/environment/2020/oct/28/banks-lent-1-9tn-linked-to-ecosystem-and-wildlife-destruction-in-2019-report-aoe
https://www.theguardian.com/environment/2020/oct/28/banks-lent-1-9tn-linked-to-ecosystem-and-wildlife-destruction-in-2019-report-aoe
https://www.theguardian.com/environment/2020/sep/15/every-global-target-to-stem-destruction-of-nature-by-2020-missed-un-report-aoe#:~:text=On%20Monday%2C%20the%20RSPB%20said,elements%20to%20monitor%20overall%20progress.
https://www.theguardian.com/environment/2020/sep/15/every-global-target-to-stem-destruction-of-nature-by-2020-missed-un-report-aoe#:~:text=On%20Monday%2C%20the%20RSPB%20said,elements%20to%20monitor%20overall%20progress.
https://www.cbd.int/
https://www.cbd.int/
https://www.wbcsd.org/download/file/11960
https://www.wbcsd.org/download/file/11960
https://globalcommonsalliance.org/
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Issue Summary
The collapse of the world’s biodiversity receives fewer headlines than climate change, but it is 
no less menacing. The current rate of species extinction is at least 1,000 times the normal back-
ground rate, leading some scientists to claim that we have entered the sixth mass extinction event 
in Earth’s history. Natural ecosystems have declined by 47% on average, while the global biomass 
of wild mammals has fallen by 82% relative to prehistory. While climate change and pollution 
are partly responsible for biodiversity loss, the main culprit is land-use change, including land 
degradation and other forms of habitat destruction caused by industrial agriculture, deforesta-
tion, and other impacts. These destructive patterns are being driven by an economic system that 
incentivizes ecological degradation; one study demonstrated that in 2019 alone banks around 
the world lent $2.6 trillion that was directly linked to ecosystem and wildlife destruction. Since the 
Paris Agreement, banks and asset managers from the EU, UK, US, and China have made over $157 
billion in deals with firms directly responsible for destroying tropical forests in Brazil, Southeast 
Asia, and Africa. For a comprehensive list of threats to global biodiversity, see page 20 of this re-
port by the World Economic Forum on the future of nature and business.

Global ecosystem collapse presents as great of a risk to human civilization as anthropogenic cli-
mate change. According to the Swiss Re Institute, over 50% of global GDP depends on high-func-
tioning biodiversity and ecosystem services, and the total value of pollination and soil health 
is estimated at $41.7 trillion alone. It is estimated that nature provides services worth at least 
$125 trillion per year, and over 1.6 billion people in the Global South depend on forests for their 
livelihoods. Land degradation is particularly catastrophic; about 85% of global arable land is 
threatened by erosion, salinisation, soil compaction or pollution, resulting in costs that could rise 
to US$10.6 trillion per year. Pollination is another ecosystem service that appears to be in decline; 
at a global level, 71 out of the 100 most commonly used crops, which deliver 90% of our nutrition, 
are pollinated naturally. To make matters worse, climate change and biodiversity loss are inter-
dependent problems, as climate change is one of the five main drivers of biodiversity loss, while 
biodiversity loss has the potential to exacerbate climate change (i.e. through land degradation 
that disrupts water and carbon cycles). The combination of desertification, climate destabiliza-
tion, and the loss of pollinators could bring the world’s food systems to the brink of collapse. 

Similar to the UN Framework Convention on Climate Change, global biodiversity is regulated 
at the global level through a series of five treaties covering wetlands, desertification, migratory 
species, genetic resources, and the illegal trade of endangered animals that are collectively re-
ferred to as the Convention on Biological Diversity (CBD). The CBD convenes its 196 signatories at 
an annual ‘Conference of the Parties’, of which the 15th took place in October 2021. The strategic 
plan of the CBD is currently being renegotiated after the failure of the international community to 
achieve the Aichi Biodiversity Targets that were negotiated in 2010. Specific policies under con-
sideration include increasing terrestrial, freshwater, and marine protected areas to 30% by 2030 
(thus exceeding the existing 17% commitment), cutting nutrient runoff by 50%, limiting the intro-
duction of invasive species by 50%, and investing in natural climate solutions, alongside an am-
bitious financing goal of $200 billion annually to support biodiversity protection and restoration. 

In addition to the CBD negotiations, a group of Earth system scientists have collectively devel-
oped a new ‘Global Goal for Nature’ that identifies three overarching objectives on a clear time-
line: Zero Net Loss of Nature from 2020, Net Positive by 2030, and Full Recovery by 2050. The 
concept of being ‘nature-positive’ refers to a situation in which organizations actively restore 
more natural environments than they harm, with the goal of fully replenishing the health of natural 

https://www.newscientist.com/article/dn25645-we-are-killing-species-at-1000-times-the-natural-rate/
https://www.newscientist.com/article/dn25645-we-are-killing-species-at-1000-times-the-natural-rate/
https://www.newyorker.com/magazine/2009/05/25/the-sixth-extinction
https://www.financeforbiodiversity.org/
https://www.theguardian.com/environment/2020/oct/28/banks-lent-1-9tn-linked-to-ecosystem-and-wildlife-destruction-in-2019-report-aoe
https://www.globalwitness.org/en/campaigns/forests/deforestation-dividends/
https://www.globalwitness.org/en/campaigns/forests/deforestation-dividends/
https://www3.weforum.org/docs/WEF_The_Future_Of_Nature_And_Business_2020.pdf
https://www3.weforum.org/docs/WEF_The_Future_Of_Nature_And_Business_2020.pdf
https://quantis-intl.com/when-it-comes-to-biodiversity-businesses-are-at-a-loss/
https://quantis-intl.com/when-it-comes-to-biodiversity-businesses-are-at-a-loss/
https://static1.squarespace.com/static/5d777de8109c315fd22faf3a/t/6101327326d6617b4ac20e27/1627468412577/BfN-WMB_Climate_Nature_Publicationv+FINAL.pdf
https://www.ngfs.net/sites/default/files/medias/documents/biodiversity_and_financial_stablity_building_the_case_for_action.pdf
https://www.ngfs.net/sites/default/files/medias/documents/biodiversity_and_financial_stablity_building_the_case_for_action.pdf
https://ipbes.net/events/launch-ipbes-ipcc-co-sponsored-workshop-report-biodiversity-and-climate-change
https://ipbes.net/events/launch-ipbes-ipcc-co-sponsored-workshop-report-biodiversity-and-climate-change
https://www.cbd.int/
https://www.cbd.int/article/draft-1-global-biodiversity-framework
https://www.cbd.int/article/draft-1-global-biodiversity-framework
https://www.wbcsd.org/download/file/11960
https://www.naturepositive.org/
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systems by the year 2050. Important milestones in this goal include achieving 20% native vege-
tation recovery in heavily transformed areas, and restoring 350 million hectares of degraded land 
by 2030 as outlined in the global Bonn Challenge. 

Although the concept of net zero nature loss borrows from techniques developed in the fight 
against climate change, we must be aware that the threat of biodiversity loss is inherently more 
complex and thus more difficult to quantify than global GHG emissions. While climate scientists 
have developed significant ecological thresholds relating to global temperature rise (such as the 
1.5 degree limit reflected in the Paris Agreement), many biodiversity-related thresholds remain 
opaque. A constellation of organizations is currently working to address this problem under the 
auspices of the Global Commons Alliance, particularly through the work of Earth Commission 
(which aims to quantify thresholds) as well as the Science-Based Targets Network (which aims to 
engage cities and companies in target-setting efforts). 

Key Considerations
In order to better understand the issue of biodiversity loss, there are some essential concepts 
which are worth reviewing. Most important is the notion of ‘natural capital’, which refers to the 
total stock of renewable and non-renewable natural resources on the Earth that provide benefits 
to human beings. These benefits, also referred to as ‘ecosystem services’, can be further classified 
into four key categories as defined by the Natural Capital Protocol: 
1. Provisioning services: material outputs from nature (e.g. water, food, timber, genetic resourc-

es). 
2. Regulating services: indirect benefits generated through regulation of ecosystem processes 

(e.g. water filtration, pollination, erosion control, carbon sequestration, etc); 
3. Supporting services: fundamental ecological processes that support the delivery of other eco-

system services (e.g. nutrient cycling, soil formation, etc).
4. Cultural services: non-material benefits from nature (e.g. aesthetic, recreational, etc).

All businesses depend to some extent on natural capital and ecosystem services, whether explic-
itly or implicitly. To better understand the relationship between business and nature, firms must 
develop a map of both their ‘impacts’ and ‘dependencies’ on ecosystem services. Impacts in-
clude all a firm’s positive or negative contributions to the state of nature, while dependencies re-
fer to all of the contributions that ecosystem services provide to businesses and human systems. 
For example, many businesses depend not just on natural inputs for supply chains (such as arable 
land, water, or raw materials), but also on key regulating services such as water filtration, waste 
management, and flood protection.

Developing a robust understanding of both impacts and dependencies is necessary for firms to 
better ascertain their ‘nature-related risks’, a concept that has been developed by the Network for 
Greening the Financial System. Similar to the concept of climate-related risks, nature-related risks 
can be disaggregated into both physical risks resulting from the collapse of ecosystem function 
(inclusive of both abrupt, acute shocks as well as longer-term chronic changes), and also transi-
tion risks related to increased liability, compliance costs, and reputational damage  associated 
with the transition towards a nature-positive economy. NGFS has also developed the concept of 
‘systemic risks’, which include all nature-related risks that extend beyond the boundaries of indi-
vidual organizations to affect the economy as a whole and thus represent a risk to system-wide 

https://www.bonnchallenge.org/
https://globalcommonsalliance.org/
https://earthcommission.org/
https://sciencebasedtargetsnetwork.org/
https://capitalscoalition.org/capitals-approach/
https://capitalscoalition.org/capitals-approach/natural-capital-protocol/?fwp_filter_tabs=training_material
https://g20sfwg.org/wp-content/uploads/2021/08/2021-UNEP-UNDP.-Reporting-on-Nature-related-Risks-Impacts-Dependencies.pdf
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financial stability. 

When developing strategies to reduce nature-related risk and restore biodiversity, some groups 
have developed the concept of a ‘mitigation hierarchy’ that outlines a list of mitigation actions in 
order of priority. The mitigation hierarchy begins with first avoiding negative biodiversity impacts 
in general, followed by restoring biodiversity wherever possible, and only using compensatory 
measures such as biodiversity offsets as a last resort. The Science-Based Targets Network has 
developed their AR3T model, which includes actions to avoid and reduce impacts, restore and 
regenerate ecosystems, and transform organizations from within. Avoidance actions may include 
redesigning or canceling potentially damaging projects, introducing processes to avoid polluting 
substances, adopting zero tolerance supply chain policies related to deforestation and land deg-
radation, avoiding resource extraction through circular procurement policies, and many other 
types of approaches. Reduction actions include sustainable production and sourcing policies, 
GHG reductions, while restoration and regeneration actions include a direct focus on reforesta-
tion, landscape revitalization, habitat protection, regenerative agriculture, regenerative product 
design, and other actions that aim to rehabilitate ecosystem function. 

Tools and Frameworks
1. Disclosure and Reporting

As a first step in the journey towards becoming nature-positive, firms must commit to regular 
biodiversity reporting. There are a wide variety of tools and frameworks available for corporate 
biodiversity reporting, many of which build on the original guidelines and biodiversity indicators 
developed by the International Union for Conservation of Nature. 

The Science-Based Targets Network (SBTN) has developed a comprehensive set of guidelines 
for businesses looking to report on their biodiversity impacts and dependencies and develop a 
plan for mitigation actions. The first step in this process is to assess impacts and dependencies 
through a three-level process:
1. Develop a sector-level materiality assessment by employing their materiality map available 

on page 21, a tool designed to help identify the biodiversity-related issues that are most salient 
for each economic sector; 

2. Create a ‘spatially explicit’ value chain hotspot assessment by examining which specific loca-
tions throughout the value chain are most likely to experience negative biodiversity impacts, 
and which particular impacts the firm has direct or indirect control over;

3. Develop a company-level refinement of the sector-level and value chain assessments in order 
to produce a comprehensive list of issue areas using company-specific information. 

There are a variety of materiality assessment tools that businesses can use to estimate impacts 
and dependencies. One commonly used tool is the ENCORE database, developed by the Natural 
Capital Finance Alliance, which links 21 specific ecosystem services, derived from eight kinds of 
natural capital, to 86 different economic production processes, with a unique scoring methodol-
ogy to identify relevant dependencies. In this definition, dependency is defined as the degree of 
disruption to economic processes that would occur if an ecosystem service collapsed, and the 
associated financial losses. The Climate Disclosure Standards Board has also developed its own 
materiality assessment process, with steps available on page 28 of this report, as well as compre-

https://portals.iucn.org/library/sites/library/files/documents/2021-009-En.pdf
https://portals.iucn.org/library/node/47919
https://sciencebasedtargetsnetwork.org/wp-content/uploads/2020/11/Science-Based-Targets-for-Nature-Initial-Guidance-for-Business.pdf
https://encore.naturalcapital.finance/en/explore
https://www.cdsb.net/sites/default/files/biodiversity-application-guidance-single.pdf
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hensive criteria for disclosure available on page 29. The materiality assessment includes 10 steps: 
1. Identify and assess biodiversity dependencies and impacts across business activities, the val-

ue chain, and their respective locations;
2. Assess links with overall business, including management, strategy and processes (e.g. risks 

assessment, value creation opportunities, monitoring systems);
3. Assess biodiversity-related current and future risks and opportunities and their business impli-

cations over time;
4. Consider different categories of risks and opportunities, including risks from operations, value 

chain and geographical context; 
5. Prioritize areas of strategic relevance, including identifying priority species, ecosystems, geo-

graphic areas and products/services;
6. Assess company’s biodiversity-related capacity (expertise, stakeholder engagement capaci-

ty, monitoring systems);
7. Detail resource needs and allocation (financial and personnel);
8. Define biodiversity policies, goals, contextual targets and metrics that address the main risks 

and opportunities and contribute to business goals;
9. Determine management responses using the mitigation hierarchy;
10. Monitor performance over time and consider likely future effects of biodiversity risks and op-

portunities. 

In conducting a materiality assessment, it is necessary that businesses adopt a ‘double material-
ity’ approach as advanced by the newly created Taskforce on Nature-Related Financial Disclo-
sures. This will ensure that organizations disclose not just how nature may impact their financial 
performance (‘outside in’), but also how organizations impact nature in general (‘inside out’). Busi-
nesses should be careful to report on all impacts that are ecologically significant, even if they are 
not found to materially alter the firm’s financial position. 

There is a profuse number of metrics that have developed to understand a firm’s biodiversity im-
pacts, a degree of specificity that can be overwhelming for practitioners. Specific nature-related 
data is available from a variety of regularly updated databases, including the IUCN Red List In-
dex, the Living Planet Index, and the Biodiversity Intactness Index. The EU Business @ Biodiversity 
initiative has developed a comprehensive review of available metrics specifically for businesses, 
which include indicators such as the Global Biodiversity Score, Corporate Biodiversity Footprint, 
Biodiversity Impact Metric, Species Threat Abatement and Restoration metric, and others. In par-
ticular, biodiversity footprints are often determined through calculations of ‘mean species abun-
dance’, which identifies the average abundance of native species in a given area relative to their 
natural abundance in an undisturbed state. 

The Global Reporting Initiative has identified the primary indicators that companies should dis-
close to keep track of their biodiversity impacts, which include: 
1. The size, location, and activity of operational sites owned, leased, managed in, or adjacent to, 

protected areas and areas of high biodiversity value;
2. Significant impacts of activities, products, and services on biodiversity;
3. Significant direct and indirect positive and negative impacts with respect to species affected, 

extent of areas impacted, duration of impacts, and reversibility or irreversibility of the impacts;
4. Habitats protected or restored, including size, location, and third-party relationships.

Businesses looking to begin disclosure initiatives should start with the Integrated Biodiversity As-
sessment Tool (IBAT), a multi-stakeholder collaboration that aims to offer a ‘one-stop shop’ data 

https://www.lse.ac.uk/granthaminstitute/news/double-materiality-what-is-it-and-why-does-it-matter/
https://www.lse.ac.uk/granthaminstitute/news/double-materiality-what-is-it-and-why-does-it-matter/
https://www.iucnredlist.org/assessment/red-list-index
https://www.iucnredlist.org/assessment/red-list-index
https://livingplanetindex.org/home/index
https://resourcewatch.org/data/explore/bio_014-Biodiversity-Intactness
https://ec.europa.eu/environment/biodiversity/business/workstreams/methods/index_en.htm
https://www.globalreporting.org/standards/media/1011/gri-304-biodiversity-2016.pdf
https://www.globalreporting.org/standards/media/1011/gri-304-biodiversity-2016.pdf
https://www.ibat-alliance.org/
https://www.ibat-alliance.org/
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search service for those seeking authoritative global biodiversity information. Firms can also 
make use of the Global Biodiversity Information Facility, which is a free and open-access alterna-
tive to the IBAT (which requires a subscription fee). 

There are a variety of issue-specific tools that have been developed for particular ecozones. 
For land issues, Global Forest Watch offers granular data about the world’s forest biomes, with 
a particular focus on tropical deforestation, while trends.earth tracks land-use change across 
the world. For data specific to ocean environments, Oceans+ and Global Fishing Watch provide 
decision-relevant data related to marine conservation and global fisheries. Other initiatives, such 
as InVEST, the UN Biodiversity Lab, and Resource Watch, make innovative use of spatial imaging 
technology to provide robust and reliable biodiversity data at a global level. For supply chain 
modeling, organizations can employ environmentally-extended input-output models, such as EX-
IOBASE, as well as trase.earth. 

Because biodiversity reporting is a developing field, there is a considerable amount of fragmen-
tation in accounting methodologies, which presents a challenge to data comparability and au-
thenticity. There are a number of approaches aiming to consolidate existing initiatives, including 
the Align Project of the European Commission, which hopes to standardize approaches to global 
biodiversity accounting and measurement. The UN Statistical Commission has also recently ad-
opted an Ecosystem Accounting methodology which aims to create an integrated and compre-
hensive statistical framework for measuring the ecosystem services. 

When gathering data for biodiversity reporting purposes, firms can make use of a wide variety of 
techniques. Firms should collect primary data, which includes information gathered from site-as-
sessments or remote sensing and spatial imaging technology, as well as secondary data gathered 
from academic studies or existing models developed by third-parties. According to the United 
Nations Environment Program, reporting metrics must adhere to eight dimensions of data quality: 
• Relevance;
• Resolution (spatial and non-spatial);
• Temporality (i.e. time series data);
• Frequency of update;
• Geographic coverage;
• Accessibility;
• Comparability;
• Thematic coverage;
• Authoritativeness (including traceability).

For reporting purposes, the SBTN urges businesses to set a relevant baseline year (which should 
be as recent as possible), as well as a ‘reference state’ that communicates the ideal ecologi-
cal conditions of an affected environment. The SBTN has also developed a set of principles for 
adopting measurement indicators, which includes that they must be location-specific, practical, 
controllable, predictable, transparent, science-based, incentivizing, and comprehensive. 

Firms should also aim to conduct an ‘ecosystem valuation’, which is an approach that estimates 
the relative importance, worth, or usefulness of natural capital on a qualitative or quantitative 
basis. The Capitals Coalition has developed its own Natural Capital Protocol to aid businesses in 
ecosystem valuation, and the World Resources Institute has also created a guide for corporate 
ecosystem services review. The Natural Capital Protocol asks businesses to identify and measure 
changes in natural capital associated with business operation, and determine appropriate valu-

https://www.gbif.org/
https://www.globalforestwatch.org/
https://trends.earth/docs/en/
https://habitats.oceanplus.org/
https://globalfishingwatch.org/
https://naturalcapitalproject.stanford.edu/software/invest
https://unbiodiversitylab.org/
https://resourcewatch.org/
https://www.exiobase.eu/
https://www.exiobase.eu/
https://www.trase.earth/
https://ec.europa.eu/environment/biodiversity/business/align/index_en.htm
https://seea.un.org/ecosystem-accounting
https://g20sfwg.org/wp-content/uploads/2021/08/2021-UNEP-UNDP.-Reporting-on-Nature-related-Risks-Impacts-Dependencies.pdf
https://capitalscoalition.org/
https://capitalscoalition.org/capitals-approach/natural-capital-protocol/
https://www.wri.org/research/corporate-ecosystem-services-review
https://www.wri.org/research/corporate-ecosystem-services-review
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ation techniques to assess specific costs and benefits. 

Firms should be sure to review the guidelines and frameworks from the Taskforce on Nature-Relat-
ed Financial Disclosures (TNFD). These will include tools for scenario analysis, to help businesses 
conduct forward-looking analyses of their exposure to nature-related risks, in alignment with the 
goals of the CBD Global Biodiversity Framework. The TNFD is similar in structure to the TCFD in 
that it focuses on four key elements: metrics and targets, governance, strategy, and risk manage-
ment. 

2. Target-Setting
All firms should aim to adopt targets that are in line with the Global Goal for Nature, as well as 
the announced goals of the renegotiated CBD framework. Similar to net zero goals on climate 
change, these targets should include a commitment to a nature-positive value chain by 2030, 
and full ecosystem recovery by 2050. 

The Science-Based Targets Network is currently developing a list of nature-related targets that 
firms should employ when developing their nature-positive transition plans, many of which have 
not been quantified yet. Pages 38-39 of their initial guidelines for businesses include a tentative 
list of targets for land use change, resource exploitation, ecosystem health, species diversity, and 
a variety of other issue areas. Specific to land use change, SBTN recommends that firms adopt 
the goal of zero deforestation and zero conversion of natural habitats in the value chain by the 
year 2030, in line with recommendations by the Accountability Framework Initiative. SBTN also 
advocates that firms aim to regenerate ecological activity within their value chains by adopting 
targets for regenerative agriculture and soil health, ecosystem connectivity and integrity, species 
threat abatement and recovery and a variety of other indicators. Future guidance on these tar-
gets is expected to be released shortly, with a consideration for evolving research around plane-
tary boundaries and Earth system governance. 

In adopting nature-positive targets, firms should follow the mitigation hierarchy by staying away 
from reliance on biodiversity offsets. The concept of net-zero biodiversity loss should not mean 
that firms hope to ‘offset’ their negative impacts by simply recreating threatened ecosystems in 
other locations, an approach which neglects to understand the complex nature of ecosystem in-
teractions and creates a false impression that individual ecosystems can be interchangeable or 
fungible with one another. Firms must limit their use of biodiversity offsetting by committing first 
and foremost to reducing biodiversity loss altogether, rather than attempting to recreate endan-
gered habitats through artificial means. If biodiversity offsets are to be used, they must abide by 
these principles developed by the IUCN. 

3. Developing Action Plans

Following the AR3T framework, businesses should begin by avoiding harmful actions altogether. 
The SBTN has developed a list of criteria for particular actions that should be avoided, which in-
clude activities that: 
• Cause species extinction or ecosystem collapse, for example by disrupting migratory routes or 

polluting nesting grounds;

https://tnfd.global/publication/nature-related-risk-beta-framework-v01/
https://tnfd.global/
https://tnfd.global/
https://sciencebasedtargetsnetwork.org/wp-content/uploads/2020/11/Science-Based-Targets-for-Nature-Initial-Guidance-for-Business.pdf
https://accountability-framework.org/
https://www.forest-trends.org/bbop/bbop-key-concepts/no-net-loss-and-net-gain-of-biodiversity/
https://www.iucn.org/resources/issues-briefs/biodiversity-offsets
https://portals.iucn.org/library/sites/library/files/resrecfiles/WCC_2016_RES_059_EN.pdf
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• Cause adverse effects on internationally recognized sensitive areas; 
• Cause negative impacts on a Key Biodiversity Area (KBA) to the extent that it would no longer 

meet the criteria for a global KBA;
• Render land degradation neutrality goals (e.g. those under the UN Convention to Combat 

Desertification) infeasible;
• Cause surface or groundwater stress that exceed environmental flow limits;
• Cause species or ecosystems to be listed as threatened or to move into a higher category of 

threat, according to the criteria of the IUCN Red List of Threatened Species and the IUCN Red 
List of Ecosystems;

• Entail an insurmountably negative effect on ecosystems’ abilities to generate nature’s contri-
butions to people (NCP) including cultural or spiritual contributions;

• Sever crucial ecological connectivity functions in a land/seascape, for example by converting 
the only remaining ecological corridor between two areas of natural habitat.

The SBTN has outlined three kinds of avoidance actions. These include spatial actions (i.e. avoid-
ing impacts in sensitive areas by rerouting projects or forgoing development altogether), tech-
nological actions (i.e. using less impactful technologies or techniques that protect ecosystem in-
tegrity, such as wildlife corridors), and temporal actions (i.e. avoiding damaging activities during 
ecologically sensitive times, such as mating season or periods of water stress). 

If damaging behaviours cannot be avoided, there are changes which can be adopted that work 
to reduce negative impacts, or to restore or regenerate damaged ecosystems. Common reduc-
tion actions intersect with circular economy models in that they aim to enhance process changes, 
product design changes, product stewardship or supplier engagement programs, and business 
model alterations that help limit negative biodiversity impacts. Companies should also seek to 
actively participate in the restoration and regeneration of ecosystems by:
• Supporting individual species recovery;
• Adopting regenerative agriculture, aquaculture and agroecological techniques;
• Rehabilitating degraded lands;
• Replenishing freshwater systems;
• Allowing for ecological permeability;
• Engaging in target-based ecological compensation (as a last resort). 

Restorative and regenerative actions are particularly important when developing nature-posi-
tive strategies that contribute to the Global Goal on Nature. The United Nations has declared a 
global Decade on Restoration beginning in 2021, and the Food and Agriculture Organization has 
developed a list of principles for ecosystem restoration that complements these goals. Sample 
restoration case studies are available from the Global Partnership on Forest and Landscape Res-
toration, Commonland, as well as Initiative 20x20, which has developed its own Sustainability In-
dex for Landscape Restoration. The organization Get Nature Positive has a specific call to action 
related to ecosystem regeneration, and a bank of specific actions that firms can adopt in their 
transition plans. 

Businesses should also seek to transform their internal operations and governance processes to 
ensure alignment with nature-positive goals. Within their direct operations, firms must make sure 
to allocate sufficient resources to achieve goals, evaluate their business model’s alignment with 
nature-related goals, and develop relevant training programs for employees. Within their value 
chains, firms can adopt supply chain policies that require partners to collect standardized data 

https://www.decadeonrestoration.org/
https://www.fao.org/in-action/forest-landscape-restoration-mechanism/resources/detail/en/c/1438068/
https://www.forestlandscaperestoration.org/case-studies/
https://www.forestlandscaperestoration.org/case-studies/
https://www.commonland.com/
https://initiative20x20.org/restoration-projects
https://initiative20x20.org/publications/sustainability-index-landscape-restoration
https://initiative20x20.org/publications/sustainability-index-landscape-restoration
https://getnaturepositive.com/get-involved/
https://getnaturepositive.com/actions/
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on environmental impacts, and introduce incentive systems to reward positive behaviours. At a 
system-level, firms should join industry-wide groups such as One Planet Business for Biodiversity 
(OP2B) in order to collaborate with like-minded companies and create positive pressures for sup-
pliers.

Specific governance-related action items from the CDSB include: 
• Biodiversity-related policies, strategy and management responses that are delegated to man-

agement; 
• Specific roles or mechanisms in place in priority geographical areas and for priority products/

services to tackle compliance with the biodiversity-related regulatory landscape, implemen-
tation of biodiversity management responses and engagement with stakeholders; 

• Clear systems for accountability and incentivisation of biodiversity management throughout 
the business and supply chain. 

5. Sector-Specific Guidance
Land-use change, primarily driven by unsustainable agricultural practices, is the largest driver of 
global biodiversity loss. There is an overwhelming need for firms to commit to responsible sourc-
ing throughout their supply chains in a way that limits deforestation and habitat loss. Specific 
to the agriculture and forestry industries, the Accountability Framework Initiative has created a 
suite of tools and guidelines for firms to use in building ethical supply chains. The Initiative has 
compiled a list of all adjacent initiatives at a global level, including certifications and roundta-
bles, monitoring and reporting tools, international norms and policies, and land use planning and 
management tools that might be relevant for agribusiness and forestry firms. The IUCN has also 
developed guidelines for net positive impacts on nature in the agriculture and forestry sectors. 

Specifically to address deforestation, the Deforestation Risk Toolset has been created as a part-
nership between AFI, Trase, and Global Forest Watch to help firms ascertain their exposure to 
deforestation throughout their supply chains. In partnership with the Carbon Disclosure Project, 
AFI has also developed a disclosure framework for deforestation-free supply chains. Specific to 
the financial sector, the organization Deforestation Free Finance has developed a comprehen-
sive, three-phase financial sector roadmap. The World Business Council on Sustainable Develop-
ment has a sector guide for the forest products industry, and has developed a roadmap for SDG 
implementation in the forestry sector. The Forest Stewardship Council provides one of the most 
prominent certifications for responsible forestry management. Specific to the palm oil industry, 
Conservation International has a special project on sustainable palm oil, with specific sourcing 
guides for industry. For organizations specifically focused on reducing impacts from global de-
forestation, check out Global Canopy, Forests and Finance, the Rainforest Action Network, and 
Global Forest Watch. 

Firms should also commit to responsible sourcing practices throughout their agricultural supply 
chains. The Food and Agriculture Organization (FAO) has developed a list of cross-sectoral frame-
works for sustainable agriculture, with specific guidelines for land and forest management. The 
Sustainable Agriculture Initiative Platform has also created a list of principles and best practices 
for sustainable agriculture. The OECD has developed a set of responsible supply chain guidelines 
in collaboration with the FAO. For sustainable sourcing of agricultural raw materials, Business 

https://accountability-framework.org/
https://accountability-framework.org/how-to-use-it/related-initiatives/
https://portals.iucn.org/library/sites/library/files/documents/2015-003.pdf
https://accountability-framework.org/deforestation-risk-toolset/
https://accountability-framework.org/how-to-use-it/resources-library/disclosure-for-a-deforestation-free-supply-chain/
https://guidance.globalcanopy.org/roadmap/
https://docs.wbcsd.org/2018/07/Forest_Products_Sector_Guide.pdf
https://docs.wbcsd.org/2020/12/WBCSD-Forest-Sector-SDG-Roadmap-Implementation-Report.pdf
https://docs.wbcsd.org/2020/12/WBCSD-Forest-Sector-SDG-Roadmap-Implementation-Report.pdf
https://fsc.org/en
https://www.conservation.org/projects/sustainable-palm-oil
https://globalcanopy.org/
https://forestsandfinance.org/
https://www.ran.org/
https://www.globalforestwatch.org/
https://www.fao.org/sustainability/frameworks-approaches/en/
https://www.fao.org/sustainability/frameworks-approaches/en/
https://saiplatform.org/
https://saiplatform.org/our-work/reports-publications/sustainable-agriculture-principles-and-practices/
https://mneguidelines.oecd.org/rbc-agriculture-supply-chains.htm
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Social Responsibility has developed this comprehensive practitioner’s guide. In particular, firms 
should aim to source from producers that employ regenerative agricultural practices, or agro-
ecological techniques that aim to produce food by restoring biodiversity, sequestering soil car-
bon, improving soil health, and treating farms as living systems. The Regen10 network, launched 
at COP26, aims to rapidly accelerate investment in regenerative agriculture and transform global 
food systems over the next decade. For regenerative sourcing practices, the Rodale Institute has 
developed this regenerative buyer’s guide, in addition to labeling and sourcing programs such 
as the Soil Carbon Initiative, Land-to-Market certification, the Regenerative Organic label, and 
other projects. For investors, the Conservation Finance Network has a list of criteria for investors 
looking to direct capital towards regenerative food systems. 

The extraction of resources, namely through mining or oil and gas production, is another key con-
tributor to biodiversity loss. The IUCN engages directly with the extractives sector, and has be-
gun a partnership with the International Council on Mining and Metals to accelerate responsible 
mineral sourcing. UNEP has developed a list of biodiversity indicators specific to the extractives 
sector, while the EU Commission has developed this set of industry best practices. For the global 
fashion industry, the Cambridge Institute for Sustainability Leadership has developed this frame-
work for developing a corporate biodiversity strategy. 

5. Tools for Investors 

The financial sector is increasingly aware about biodiversity-related risks, and a groundswell of 
new commitments are being made by banks and investors to deforestation, habitat loss, and 
other harmful activities. The United Nations Environment Program has compiled this assessment 
report about the state of finance for nature-based solutions, with an explicit call for investors to 
commit more capital in order to close an estimated $4.1 trillion funding gap. 

The Convention for Biological Diversity has developed a quick reference guide for the finance 
sector, with a list of finance-specific initiatives that are being developed around the world. UN-
PRI has developed a guide for investors to help with investment allocation, stewardship, policy, 
data requirements, and a variety of other considerations. The Dasgupta Review, the landmark 
2021 report on the economics of biodiversity, has also released a set of pathways for the financial 
sector specifically related to mobilizing capital, risk management, upskilling, and co-funding or 
blended finance opportunities. To aid firms in assessing the value of natural capital, the Natural 
Capital Finance Alliance has developed this guide on natural capital risks and opportunities. For 
sector-specific information on priority investment areas, check out this report by UNEP and the 
Natural Capital Finance Alliance on moving beyond ‘business as usual’. 

Financial institutions should aspire to join the Finance for Biodiversity pledge launched in 2020, 
a consortium of 84 financial firms committing to collaborate on biodiversity goals, share knowl-
edge, assess impacts, set targets, and report data publicly. Together with the EU’s Finance@Bio-
diversity Community, the pledge has developed a guide on biodiversity measurement that is spe-
cific to the financial sector. Preventable Surprises, a UK-based think tank, has also compiled this 
investor agenda on biodiversity action, as well as a series of recommendations for developing 
financial market strategies. 

UNEP has recognized a clear need for financial institutions to improve the depth and scope of their 
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https://www.unepfi.org/wordpress/wp-content/uploads/2020/06/Beyond-Business-As-Usual-Full-Report.pdf
https://www.financeforbiodiversity.org/about-the-pledge/
https://ec.europa.eu/environment/biodiversity/business/workstreams/finance/index_en.htm
https://ec.europa.eu/environment/biodiversity/business/workstreams/finance/index_en.htm
https://www.financeforbiodiversity.org/pledge-signatories-launch-guide-on-measuring-biodiversity/
https://preventablesurprises.com/wp-content/uploads/2021/07/Dialogue-Summary-Preventable-Surprises-Building-an-Investor-Agenda-on-Biodiversity-.pdf
https://preventablesurprises.com/wp-content/uploads/2021/07/Winning-without-win-win.pdf
https://preventablesurprises.com/wp-content/uploads/2021/07/Winning-without-win-win.pdf
https://g20sfwg.org/wp-content/uploads/2021/08/2021-UNEP-UNDP.-Reporting-on-Nature-related-Risks-Impacts-Dependencies.pdf
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biodiversity rating criteria, as there is a significant gap in quality data. The three most common 
metrics that firms employ to rate companies include the volume of sustainably certified produce, 
water volumes and usage, and involvement of companies in severe biodiversity controversies. To 
arrive at a more accurate picture of corporate performance on biodiversity, more granular and 
specific metrics will be necessary to compel greater action. 

Case Studies
For case studies of successful corporate reporting on biodiversity issues, see this list of cases from 
the EU Commission, such as this biodiversity assessment of a LafargeHolcim mine in Spain. To see 
a searchable list of over 1,240 businesses taking actions to improve nature, see this list of case 
studies from the SHIFT community. 

One interesting example of ambition comes from Unilever, which has announced the creation of 
a €1 billion climate and nature fund that will be used to finance restoration, reforestation, carbon 
sequestration, and water conservation efforts. Particularly noteworthy is Unilever’s articulation 
of regenerative agriculture principles, its sustainable agriculture code, and its program with the 
Knorr food brand to accelerate investment in over 50 regenerative agriculture projects focusing 
on pollinator protection, soil health, and other issues. Similarly, Maple Leaf Foods has announced 
ambitious commitments to become the ‘most sustainable protein company on Earth’ by investing 
heavily in alternative, plant-based proteins. 

Some investors have also created conservation finance funds that are specifically geared to-
wards the funding of positive biodiversity conservation outcomes. Some examples include Miro-
va’s Land Degradation Neutrality Fund, and the natural capital investment joint venture between 
HSBC and the Pollination Group. 

Smaller scale examples of regenerative agriculture practices are also extremely inspiring. For the 
past 45 years, the Hawthorne Valley Association has been operating a network of ‘biodynamic’ 
farms  that make a conscious effort to treat farms as ecological systems, while also regenerating 
community structures and funding local initiatives. Axten Farms is a family-owned business that 
operates without the use of synthetic fertilizers and practices no-till agriculture, while Y U Ranch is 
a sustainable farm practice from Ontario that prides itself on producing only grass-fed, ethically 
raised cattle. 

Organizations/Initiatives
For more information about international conservation efforts, biodiversity presentation, and 
global goals for nature, see the following organizations: 
• Conservation International
• International Union for Conservation of Nature
• United Nations Environment Programme 
• UN Convention on Biological Diversity
• The Nature Conservancy 
• World Wildlife Fund
• Wildlife Conservation Society 

https://g20sfwg.org/wp-content/uploads/2021/08/2021-UNEP-UNDP.-Reporting-on-Nature-related-Risks-Impacts-Dependencies.pdf
https://ec.europa.eu/environment/biodiversity/business/workstreams/methods/case-studies/index_en.htm
https://ec.europa.eu/environment/biodiversity/business/assets/pdf/case-studies/Case%20study%2011_LafargeHolcim%20Spain_20210126_final.pdf
http://shift.tools/contributors/573?contributor_list_id=67
http://shift.tools/contributors/573?contributor_list_id=67
https://static1.squarespace.com/static/5d777de8109c315fd22faf3a/t/6101327326d6617b4ac20e27/1627468412577/BfN-WMB_Climate_Nature_Publicationv+FINAL.pdf
https://www.unilever.com/planet-and-society/protect-and-regenerate-nature/regenerating-nature/
https://www.fooddive.com/news/unilevers-knorr-to-launch-50-regenerative-agriculture-projects-over-five-y/609152/
https://www.fooddive.com/news/unilevers-knorr-to-launch-50-regenerative-agriculture-projects-over-five-y/609152/
https://www.mapleleaffoods.com/stories/to-be-the-most-sustainable-protein-company-on-earth/
https://www.mirova.com/en/funds/unlisted/3773/land-degradation-neutrality-fund
https://pollinationgroup.com/media_post/hsbc-global-asset-management-pollination-launch-partnership-to-create-worlds-largest-natural-capital-manager/
https://pollinationgroup.com/media_post/hsbc-global-asset-management-pollination-launch-partnership-to-create-worlds-largest-natural-capital-manager/
http://fieldguide.capitalinstitute.org/hawthorne-valley-association.html
https://www.axtenfarms.ca/
https://www.yuranch.com/
https://www.conservation.org/
https://www.iucn.org/
https://www.unep.org/
https://www.cbd.int/
https://www.nature.org/en-us/
https://www.worldwildlife.org/
https://www.wcs.org/
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• Global Commons Alliance, which oversees the Earth Commission and Science Based Targets 
Network

• Center for Biological Diversity
• Biodiversity International 
• Union of Concerned Scientists 
• Rainforest Action Network
• Amazon Watch 
• Rainforest Alliance
• Mongabay

For organizations focusing on the intersection of business and biodiversity, see the following:
• World Business Council for Sustainable Development
• Business for Nature
• Finance for Biodiversity
• Capitals Coalition
• Taskforce on Nature-related Financial Disclosures
• The ALIGN Project
• Partnership for Biodiversity Accounting Financials

https://globalcommonsalliance.org/
https://earthcommission.org/
https://sciencebasedtargetsnetwork.org/
https://sciencebasedtargetsnetwork.org/
https://www.biologicaldiversity.org/
https://www.bioversityinternational.org/
https://www.ucsusa.org/
https://www.ran.org/
https://amazonwatch.org/
https://www.rainforest-alliance.org/
https://news.mongabay.com/
https://www.wbcsd.org/
https://www.businessfornature.org/
https://www.financeforbiodiversity.org/
https://capitalscoalition.org/
https://tnfd.global/
https://ec.europa.eu/environment/biodiversity/business/align/index_en.htm
https://www.pbafglobal.com/
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Description
The underlying cause of most ecosystem destruc-
tion is a culture of disposable consumerism that is 
putting pressure on the Earth’s capacity to regener-
ate its natural systems. Global material flows have 
reached a historic peak, and show no signs of slow-
ing. Humanity’s total demand for resources is ex-
pected to reach 130 billion tons by 2050, up from 50 
billion in 2014, meaning that we are overshooting the 
Earth’s capacity by 400%. Research from the 2019 
Global Resource Outlook finds that resource extrac-
tion causes 90% of biodiversity loss and water stress 
on our planet. In recent years many groups have 
begun advocating for circular economy practices 
that move away from linear production models by 
recovering waste from value chains, repairing and 
reusing old products, ending planned obsolescence, 
and restoring nature by reducing consumption. 
While interest in circular economy business models 
is accelerating, the global economy is only 8.6% cir-
cular and is becoming less so every year. By helping 
to reduce material consumption, it is estimated that 
moving towards a circular economy has the power to 
cut global GHG emissions by 39% and reduce virgin 
resource use by 28%. To learn more about circular 
economy business models, assessment tools, and 
best practices, continue reading this PDF guide. 

Ecological
Wellbeing

1.3Waste, Materials, 
And Circular 

Economy

https://docs.wbcsd.org/2017/06/CEO_Guide_to_CE.pdf
https://docs.wbcsd.org/2017/06/CEO_Guide_to_CE.pdf
https://www.resourcepanel.org/reports/global-resources-outlook
https://ellenmacarthurfoundation.org/topics/circular-economy-introduction/overview
https://www.circularity-gap.world/
https://www.circularity-gap.world/
https://drive.google.com/file/d/1MP7EhRU-N8n1S3zpzqlshNWxqFR2hznd/edit
https://drive.google.com/file/d/1MP7EhRU-N8n1S3zpzqlshNWxqFR2hznd/edit
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Issue Summary
While many sustainability professionals tend to focus their concerns on carbon emissions, the 
underlying root cause of global biosphere collapse is what scholar Bill Rees calls ‘ecological over-
shoot’, or the extent to which humanity is extracting Earth’s resources faster than they can be 
regenerated. Global material flows have reached a peak, and show no signs of slowing; human-
ity’s total demand for resources is expected to reach 130 billion tons by 2050, up from 50 billion 
in 2014, meaning that we are overshooting the Earth’s capacity by 400%. Research from the 2019 
Global Resource Outlook finds that resource extraction causes 90% of biodiversity loss and water 
stress on our planet. A mere eight materials (steel, aluminum, plastic, cement, glass, wood, prima-
ry crops and cattle) are responsible for 20% of global greenhouse gas emissions, 88% of land use, 
and 95% of water use. 

Additionally, thanks to a global consumer culture of disposability, pollution from consumer pack-
aging, e-waste, food, and other byproducts is causing a worldwide crisis of unsustainable waste. 
Major consumer brands release products into global markets without any responsibility for waste 
collection or end-of-life disposal, causing the average American to generate four pounds of trash 
per day. More disturbingly, every 100 pounds of product results in 3200 pounds of waste, meaning 
that only 3% of resource inputs actually enter circulation. Single-use plastics alone are responsi-
ble for four to 12 million tonnes of plastic trash that end up in waterways every year, causing sig-
nificant biodiversity impacts and disturbing marine ecosystems. The most egregious example is 
the issue of food waste, which alone is responsible for 7% of global greenhouse gas emissions. If 
food waste were a country, it would be the third-largest global emitter, while the total area of land 
it uses would make it the second-largest country in the world. 

Ecological overshoot is driven by a model of extractive capitalism that is predicated on the over-
consumption of disposable material goods. Trying to address sustainability without altering these 
underlying business models is a doomed approach. However, in recent years many groups have 
begun advocating for circular economy practices that move away from linear production mod-
els by recovering waste from value chains, repairing and reusing old products, ending planned 
obsolescence, and restoring nature by reducing consumption. While interest in circular economy 
business models is accelerating, the global economy is only 8.6% circular and is becoming less 
so every year. In Canada, this rate is only 6.1%, although we do not currently track material flows 
in a systematic way. This amount of wastage is leaving a lot of value on the table; studies show 
that preventable food waste in Canada has an economic value of at least $49 billion. By helping 
to reduce material consumption, it is estimated that moving towards a circular economy has the 
power to cut global GHG emissions by 39% and reduce virgin resource use by 28%, while also 
generating economic value through the recirculation of waste and used goods. 

Key Considerations
The circular economy involves three central principles: prioritizing regenerative resources, stretch-
ing product lifespans, and using waste as a resource. With respect to resource flows, firms should 
aim to narrow them by refusing or reducing consumption, slow them by reusing, repairing, or refur-
bishing used goods, and finally close them by repurposing, recycling, and recovering all after-use 
byproducts. 

https://wwf.panda.org/discover/knowledge_hub/all_publications/living_planet_report_timeline/lpr_2012/demands_on_our_planet/overshoot/
https://wwf.panda.org/discover/knowledge_hub/all_publications/living_planet_report_timeline/lpr_2012/demands_on_our_planet/overshoot/
https://docs.wbcsd.org/2017/06/CEO_Guide_to_CE.pdf
https://www.resourcepanel.org/reports/global-resources-outlook
https://www.resourcepanel.org/reports/global-resources-outlook
https://www.asyousow.org/our-work/waste
https://www.asyousow.org/our-work/waste
https://www.nbs.net/articles/sustainable-business-models-need-to-focus-on-waste
https://www.vox.com/videos/2017/5/9/15594598/food-waste-dumbest-environmental
https://ellenmacarthurfoundation.org/topics/circular-economy-introduction/overview
https://www.circularity-gap.world/
https://www.cca-reports.ca/reports/the-circular-economy-in-canada/
https://drive.google.com/file/d/1MP7EhRU-N8n1S3zpzqlshNWxqFR2hznd/edit
https://www.circle-economy.com/resources/the-key-elements-of-the-circular-economy-framework
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There are a wide variety of circular economy models, which really focus on four key areas: design, 
processes, product use, and end-of-life recovery. Product design can embody circular principles 
by increasing modularity and repairability, ensuring that products can be easily restored, in order 
to avoid seriality and planned obsolescence, while also ensuring the use of eco-friendly materials 
that have a light footprint and are ideally biodegradable. Products should also be designed with 
maximum ease of repair, durability, and compatibility with other systems, in a way that dramat-
ically extends their overall lifespan and utilization. In terms of process design, circular models 
prioritize closed loop systems that create zero waste, in addition to sustainable procurement pol-
icies and shorter, localized supply chains. Waste recovery models known as ‘industrial symbiosis’ 
can allow firms to reciprocally exchange unused waste materials which can become the inputs 
to other firms’ processes. Circularity in product use can be expanded by improving the use of 
sharing economy models or other forms of secondary markets (i.e. resale) that help keep items in 
circulation for longer. A key element of this is the model of Product-as-a-Service, or ‘servitization’, 
in which companies rent products to customers and take them back when they are no longer 
needed, creating an ongoing client relationship. At end-of-life, all used products should be recov-
ered for refurbishment, remanufacture, and reuse. 

The Ellen MacArthur Foundation has identified five distinct circular business models: 
1. Circular supply chains: using recycled, recyclable or renewable materials as inputs instead of 

non- renewable resources;
2. Product as a service: replacing ownership models with usage models, such as selling driving 

time instead of cars; 
3. Product life extension: extending the lifecycle of products and assets through repair, upgrade, 

remanufacture or remarketing;
4. Sharing platforms: using digital technologies to maximize the use of underused assets and 

increase the utilization rate of products;
5. Recovery and recycling: reclaiming useful resources from disposed products or by-products. 

Increasingly, businesses are becoming attuned to the risks of linear production models, which 
in an age of resource depletion and frequent supply chain shocks are becoming increasingly 
untenable. In particular, linear supply chain risks emanate from companies relying excessively 
on scarce resources, prioritizing the sales of virgin products, failing to collaborate across supply 
chains, and failing to adapt to changing conditions. At the same time, many firms are beginning 
to see circularity as a source of innovation, one that provides opportunities to recover lost value 
and create new relationships, both with customers and supply chain partners. The National Zero 
Waste Council has developed a list of five areas for businesses to consider as they move to em-
bed circularity: 
1. Linear Economy Risk: What is the risk of continuing to operate in a linear fashion? What is our 

exposure to resource scarcity, a rise in commodity prices and environmental regulation over 
3 – 5 years and 10 – 15 years? How can we diversify away from increasingly scarce resources? 
What circular options will become available in the future? What would our business look like in 
a circular world?

2. Value Chain Opportunities: What opportunities exist for adopting circular economy approach-
es in our value chain? Are there inefficiencies and waste in the value chain we can minimize or 
eliminate? What value could we recover from products we have sold for the last 5 years? If we 
had to take back all the products we sold, how would that affect design and production?

3. Customer Value Creation: What’s the real value of what we deliver to customers and how can 
we create more value while rethinking how we deliver it? Can we reimagine how customers use 
our products or services? Can we help our customers increase the lifetime and utilization of our 

http://www.nzwc.ca/documents/circulareconomybusinesstoolkit.pdf
http://www.nzwc.ca/documents/circulareconomybusinesstoolkit.pdf
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products? How does our business model need to change to capture the largest opportunities?
4. Technology and Industry Innovation: What is the potential to disrupt our business model 

through technology trends including science, engineering and digital technologies? If our in-
dustry standardized and shared as much non-competitive material and infrastructure as pos-
sible, how much could our industry save?

5. Business Benefit: What benefits can be realized in the short and long term? Considering the 
list of business benefits from the prior section, which are most relevant to our future prospects?

The Circle Economy has also developed a list of principles for businesses to consider when think-
ing about embedding circularity: 
1. Design for the future: account for the systems perspective during the design process, to use 

the right materials, to design for appropriate lifetime and to design for extended future use;
2. Rethink the business model: consider opportunities to create greater value and align incen-

tives that build on the interaction between products and services;
3. Incorporate digital technology: use digital, online platforms and technologies that provide 

insights to track and optimize resource use, strengthen connections between supply chain 
actors, and enable the implementation of circular models;

4. Team up to create joint value: work together throughout the supply chain, internally within or-
ganizations and with the public sector and communities to increase transparency and create 
joint value;

5. Strengthen and advance knowledge: develop research, structure knowledge, encourage in-
novation networks and disseminate findings with integrity.

Tools
In order to transition to a more circular strategy, firms should first start with a self-assessment pro-
cess that evaluates the circularity of its existing business processes, and identifies clear areas for 
improvement. The World Business Council for Sustainable Development has developed metrics 
known as the Circular Transition Indicators (CTI) for businesses to analyze their own performance. 
This guide aims to assess the circularity of a firm’s total material inflows and outflows (both in 
terms of recovery potential, and actual recovery). The CTI metrics are grouped into three cate-
gories, which are as follows:
• Close the loop;

• Percentage circular inflow (i.e. total percentage of non-virgin or renewable inputs);
• Percentage circular outflow (i.e. recovery potential compared with actual recovery rates);
• Percentage water circularity;
• Percentage use of renewable energy;

• Optimize the loop;
• Percentage critical material (i.e. percentage of materials listed as critical by the Europe-

an Commission, United States Geological Survey, or other bodies);
• Percentage recovery type (i.e. a percentage breakdown of how recovered outflows are 

reused/repaired, refurbished, remanufactured, recycled, or biodegraded);
• Onsite water circulation;

• Value the loop;
• Circular material productivity (i.e. revenue divided by the total mass of linear flows);
• CTI revenue (i.e. percentage of revenue that is generated from circular activities).

https://www.circle-economy.com/resources/the-key-elements-of-the-circular-economy-framework
https://www.wbcsd.org/contentwbc/download/11256/166026/1
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The Global Reporting Initiative has developed a standard which is specific to firms’ reporting on 
total waste production and waste management efforts. Its waste reporting criteria include the 
composition of waste generated and its quantity, the hazardous characteristics of inputs and 
outputs, properties of materials that limit their lifespan or prevent recovery, negative threats as-
sociated with waste disposal, and actions taken to prevent waste generation or improve recov-
ery efforts. Companies can even adopt a new bottom-line metric by reporting on annual profits 
divided by waste, creating a new reporting ratio that will not increase if additional profits are 
achieved by increasing waste. 

Other circular economy indicators include the Circulytics methodology developed by the Ellen 
MacArthur Foundation, and the Circle Assessment tool published by Circle Economy. 

The Ellen MacArthur Foundation, in partnership with the University of Exeter, has developed a Cir-
cular Economy Business Design Guide that aims to help firms develop a holistic vision of their risks 
and opportunities when it comes to implementing circular business strategies. The guide includes 
a series of steps for businesses to follow:
• Map existing value flows;
• Consider lost value and value at risk by identifying where value is being lost, and where there 

are incomplete loops in the value chain; 
• Identify circular opportunities, and where value be recovered or created, particularly by think-

ing about:
• Mutually beneficial exchanges of products, materials, data, and services between both 

customers and supply chain partners;
• Exchanges that persist over time, extending beyond the point of purchase;
• Customer pain points that could present an obstacle to circularity; 

• Identify circular capabilities, including how to: 
• Repair and collect products;
• Redesign products for circularity;
• Effectively manage return and collection;
• Employ reverse logistics;
• Re-market products;
• Employ data analytics management;
• Manage flexible pricing models;
• Manage quality standard processes;

• Identify the pricing strategies required to develop financially sustainable business models, 
which might include:

• Sell and buy-back for resale and reuse (i.e. the customer owns the product until another 
buys it);

• Sell and refurbish for resale (i.e. the customer owns product and receives a deposit/incen-
tive on return of product or core component);

• Sell and takeback for recycle (i.e. customer owns until manufacturer takes back for recy-
cling);

• Pay for one-off usage (i.e. consumer has access to an asset for a period of time);
• Pay for subscription (i.e. pricing based on expected uses over lifetime and timing).

In particular, firms should consider the role of ‘industrial symbiosis’, or exchange programs where 
one firm’s waste byproducts become another firm’s raw materials. Forms of co-location or mate-
rials exchange can be an important opportunity to reduce disposal costs, earn new revenue from 
formerly valueless byproducts, divert waste from landfill, and create new partnership opportuni-

https://www.globalreporting.org/standards/media/1008/gri-301-materials-2016.pdf
https://www.nbs.net/articles/sustainable-business-models-need-to-focus-on-waste
https://www.nbs.net/articles/sustainable-business-models-need-to-focus-on-waste
https://emf.thirdlight.com/link/1pzbxosbi6hl-ei3tq6/@/
https://circle-lab.com/assessment/
https://www2.paconsulting.com/rs/526-HZE-833/images/Circular%20Business%20Design%20Guide_10.pdf
https://www2.paconsulting.com/rs/526-HZE-833/images/Circular%20Business%20Design%20Guide_10.pdf
https://ec.europa.eu/environment/europeangreencapital/wp-content/uploads/2018/05/Industrial_Symbiosis.pdf
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ties. 

To learn more about implementing circular business models in Canada, check out this circular 
economy toolkit developed by the National Zero Waste Council. For more specific information 
about circular economy best practices broken down by sector, check out these guides from the 
Smart Prosperity Institute. To explore circular economy business models in jurisdictions that are 
more advanced than Canada (such as the EU), see this guide by the World Business Council for 
Sustainable Development that aims to help businesses navigate the requirements of the new EU 
Circular Economy Action Plan. 

There are also a number of guides and frameworks that have been developed for helping com-
panies implement circular economy product design practices. The Circular Design Guide, a proj-
ect of IDEO and the Ellen MacArthur Foundation, has developed a series of guides on designing 
for safe and circular products, focusing in particular on materials selection processes. Cradle to 
Cradle, a leading circular design certification program, has developed a comprehensive list of 
circularity criteria in its user guide, as well as a list of materials to be included or avoided when de-
signing new products. The concept of ‘biomimicry’ is an emerging design technique that involves 
imitating biological processes when designing products that work to restore rather than deplete 
natural systems, and the Biomimicry Institute has developed its own design toolkit. When it comes 
to designing products that reduce chemical pollution and toxic contamination, check out this 
compilation of green chemistry guidelines, as well as resources from the Healthy Materials Lab. 
Some key design principles for circular products include:
• Durability;
• Standardization and compatibility
• Ease of maintenance and repair;
• Adaptability and upgradability;
• Disassembly and reassembly;
• Reuse, remanufacturing and remarketing;
• Recyclability;
• Customer attachment and trust (to extend product longevity). 

Critical to circular design is the technique of life cycle analysis, which allows designers to investi-
gate the total environmental and social impacts of a product over its entire lifespan. There are a 
number of tools designed to help firms conduct life cycle analyses, including:
• OpenLCA (an open source software program)
• Open IO Canada (specific to Canadian firms)
• Impact World+
• Dynamic Carbon Footprinter
• WULCA (focusing on water use)
• Product Social Impact Assessment Handbook

There are also some experts who have begun to discuss the role of circular economy practices in 
manufacturing processes, such as this report on moving beyond linear production models, and 
this study about reverse logistics. 

For investors interested in using shareholder activism to accelerate the adoption of circular prac-
tices, see this guide from the European Investment Bank, as well as this guide from Circular Econ-
omy Leaders Canada about financing the circular economy. 

http://www.nzwc.ca/documents/circulareconomybusinesstoolkit.pdf
http://www.nzwc.ca/documents/circulareconomybusinesstoolkit.pdf
https://institute.smartprosperity.ca/BestPractices
https://institute.smartprosperity.ca/BestPractices
https://www.wbcsd.org/contentwbc/download/10577/157776/1
https://www.circulardesignguide.com/safe-circular
https://www.circulardesignguide.com/safe-circular
https://www.circulardesignguide.com/post/material-selection
https://cdn.c2ccertified.org/resources/V4.0_User_Guidance_FINAL_101921.pdf
https://cdn.c2ccertified.org/resources/V4.0_User_Guidance_FINAL_101921.pdf
https://www.c2ccertified.org/resources/collection-page/cradle-to-cradle-certified-resources-public
https://toolbox.biomimicry.org/
https://guides.library.illinois.edu/p2/sectors/green-chemistry
https://healthymaterialslab.org/tool-guides
https://www.openlca.org/
https://ciraig.org/en/open_io_canada/?_ga=2.50145582.924719532.1642556535-1226948302.1642556535
https://ciraig.org/index.php/project/impact-world/
https://ciraig.org/index.php/project/dynco2-dynamic-carbon-footprinter/
https://wulca-waterlca.org/
https://www.sciencedirect.com/science/article/pii/S0959652621027402
https://www.ripublication.com/irph/ijert_spl/ijertv6n4spl_07.pdf
https://circulareconomy.europa.eu/platform/sites/default/files/the_eib_circular_economy_guide.pdf
https://circulareconomyleaders.ca/wp-content/uploads/2021/10/WCEF-Financing-the-Circular-Economy-What-We-Heard-Report-20211015-EN1.pdf
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Case Studies
When it comes to embedding circular economy principles in business models, Patagonia is one 
firm that has been consistently leading the way. Patagonia has made headlines for being one of 
the first businesses to actively discourage overconsumption, instructing customers to avoid buy-
ing new products and instead prioritize repairability and durability. In November 2019 it opened 
Worn Wear, a store exclusively devoted to resale which operates mobile repair stations at over 135 
locations. Patagonia has also been a leader in sustainable innovation, helping to incubate a va-
riety of social ventures focused on developing sustainable materials, and has even created new 
forms of recycled insulation that have transformed its own product lines and those of its compet-
itors (such as Adidas, Nike, and North Face). 

Another prominent circular economy leader is Fairphone, a Dutch cooperative organization 
which produces the world’s first modular smartphone that is designed for maximum repairability 
and longevity, while also being produced from conflict-free, ethically sourced materials. In a con-
scious nod to circular design principles, its phones even come with their own screwdrivers. 

In the business of waste management, the company TerraCycle is redefining the recycling indus-
try by promising to collect and repurpose any form of pre- and post-consumer waste. Through 
embodying circularity, TerraCycle generates economic value from surplus materials while licens-
ing its name to over 200 manufacturers who benefit from the ‘green premium’ of being associated 
with a circular brand. 

Other major firms are leading the way when it comes to expanding the sharing economy, or inno-
vating new Product-as-as-Service business models. Renault, a French vehicle manufacturer, has 
cemented its leadership in electric vehicle sales by selling EV batteries as a service, helping to 
extend their product’s lifespan and optimize overall usage. BMW Group, the luxury car company, 
has also launched its own car-sharing mobility service known as Share Now, which by 2017 had 
over one million customers and spread to over nine European countries. 

To see other inspiring case studies, check out the following links: 
• Ellen MacArthur Foundation - Examples 
• Circle Economy - Best Practices
• Circle Lab Knowledge Hub - Case Studies
• Circular Economy Club - Organizations

For examples from small and medium-sized enterprises, check out the following firms: 
• Compugen Finance
• Reids Auto
• Refficient
• Botanical Paperworks
• Diva Cup
• The Unscented Company

Organizations/Initiatives

https://www.patagonia.com/our-footprint/
https://www.marketingweek.com/case-study-patagonias-dont-buy-this-jacket-campaign/
https://www.fastcompany.com/40525452/how-patagonia-grows-every-time-it-amplifies-its-social-mission
https://www.fastcompany.com/40525452/how-patagonia-grows-every-time-it-amplifies-its-social-mission
https://www.fastcompany.com/40525452/how-patagonia-grows-every-time-it-amplifies-its-social-mission
https://www.theguardian.com/technology/2021/oct/15/fairphone-4-review-ethical-repairable-phone-gets-big-upgrade
https://www.terracycle.com/en-US/
https://www.renaultgroup.com/en/news-on-air/news/renault-optimizes-the-lifecycle-of-its-electric-vehicle-batteries/
https://www.share-now.com/
https://ellenmacarthurfoundation.org/resources/business/examples
https://www.circle-economy.com/circular-economy/key-elements
https://knowledge-hub.circle-lab.com/cases?_sort=1
https://www.circulareconomyclub.com/organizations/
https://greeneconomy.ca/business/compugen-finance/
https://reidsauto.ca/
https://www.refficientinc.com/
https://botanicalpaperworks.com/
https://divacup.com/
https://unscentedco.com/
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There is a wide variety of organizations focused on accelerating the global circular economy, of 
which the Ellen MacArthur Foundation is the most influential and pioneering. To discover other 
initiatives from around the world, check out the following links: 

International 
• Ellen MacArthur Foundation 
• Circular Economy Lab
• World Circular Economy Forum 
• Cradle to Cradle
• Circle Economy
• Circular Economy Club

Canada 
• Circular Economy Leadership Canada
• Circular Innovation Council 
• National Zero Waste Council 
• The Natural Step 
• Smart Prosperity Institute
• Impact Zero 

Firms interested in accelerating their own circular economy practices can join the Circular Econ-
omy Innovation Network, the National Circular Economy Working Group of the Canadian Cham-
ber of Commerce, or the Circular Economy Club. 

For industry partnerships and alliances specifically focused on plastic pollution, check out Break 
Free From Plastic, the Ellen MacArthur Foundation’s New Plastics Economy Global Commitment, 
the Canada Plastics Pact, as well as the new plastic pollution scorecard developed by As You 
Sow. 

https://ellenmacarthurfoundation.org/
https://ellenmacarthurfoundation.org/
https://circulareconomylab.com/
https://www.wcef2021.com/
https://www.c2ccertified.org/
https://www.circle-economy.com/
https://www.circulareconomyclub.com/
https://circulareconomyleaders.ca/
https://circularinnovation.ca/
http://www.nzwc.ca/
https://thenaturalstep.org/
https://institute.smartprosperity.ca/initiatives/building-circular-economy
https://impactzero.ca/
https://circulareconomyleaders.ca/ce-innovation-network/
https://circulareconomyleaders.ca/ce-innovation-network/
https://chamber.ca/committee/national-circular-economy-working-group/
https://www.circulareconomyclub.com/
https://www.breakfreefromplastic.org/
https://www.breakfreefromplastic.org/
https://www.newplasticseconomy.org/projects/global-commitment
https://plasticspact.ca/
https://www.asyousow.org/reports/plastic-pollution-scorecard-2021
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Description
Water scarcity is sharply on the rise worldwide, a 
situation which will only be exacerbated by cli-
mate change. By 2030, it is estimated that 50% of 
people will be living with water stress, and global 
demand for water will outstrip supply by 40%. At 
the same time, air and water pollution continue 
to greatly imperil the health of the biosphere and 
of human beings. Air pollution kills up to seven 
million people every year, and WHO data demon-
strates that 99% of people breathe air every day 
that exceeds the recommended concentration of 
pollutants. 80% of the world’s wastewater is left 
untreated and dumped back into the environ-
ment, and contaminated water kills more people 
each year than war and all other forms of violence 
combined. To learn more about water risk, water 
footprint analyses, and pollution reduction, con-
tinue reading this PDF guide.

Ecological
Wellbeing

1.4Water, Effluents, 
and Pollution

https://thenewpress.com/books/blue-future
https://thenewpress.com/books/blue-future
https://www.who.int/health-topics/air-pollution#tab=tab_1
https://www.who.int/health-topics/air-pollution#tab=tab_1
https://www.nrdc.org/stories/water-pollution-everything-you-need-know
https://www.nrdc.org/stories/water-pollution-everything-you-need-know
https://www.nrdc.org/stories/water-pollution-everything-you-need-know
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Issue Summary
Although it receives less attention than other environmental issues, the global water crisis is a ma-
jor threat to human civilization. Water scarcity is sharply on the rise worldwide, a situation which 
will only be exacerbated by climate change. By 2030, it is estimated that 50% of people will be 
living with water stress, and global demand for water will outstrip supply by 40%. Global water 
withdrawals have increased 50% over the last several decades, but despite this high degree of 
extraction it is still estimated that two-thirds of people face water scarcity at least one month ev-
ery year. Agriculture alone is responsible for 70% of freshwater consumption, a sum made all the 
more alarming by the fact that global meat production is expected to double by 2050.

At the same time, air and water pollution continue to greatly imperil the health of the biosphere 
and of human beings. Air pollution kills up to seven million people every year, and WHO data 
demonstrates that 99% of people breathe air every day that exceeds the recommended concen-
tration of pollutants. 80% of the world’s wastewater is left untreated and dumped back into the 
environment, and contaminated water kills more people each year than war and all other forms 
of violence combined. In low-income nations, only 8% of industrial and municipal water receives 
treatment, leading to a context in which two billion people live without a source of water that is 
free from contamination. Agriculture is the leading cause of water degradation, primarily through 
the runoff of excess nutrients that leads to eutrophication in freshwater ecosystems, a situation 
which will only be exacerbated by population pressures and changing diets. 

There is a growing international movement to recognize the need for water and sanitation ser-
vices as a basic human right. However, the increasing scarcity of water, coupled with decades of 
water privatization driven by decades of neoliberal reforms, are threatening the foundations of 
this human right, as recognized explicitly by the UN Office of the High Commissioner on Human 
Rights. In a world where scarce water becomes more valuable, some speculators are beginning 
to invest in water as a new asset class, an insidious process that will raise the cost of water and 
exacerbate its unavailability for the world’s poorest. At the same time, large companies like Nestle 
and others have spent years perpetrating ‘water grabs’ by stealing water from communities, while 
the privatization of local water supplies intended for extractive mining or agricultural projects 
frequently occurs at the expense of the needs of local stakeholders. Sustainable companies will 
be required not just to reduce their water consumption and effluent pollution, but also responsibly 
engage with the communities in which they operate and refrain from enclosing commonly-owned 
water resources. 

Key Considerations
The business case for action on water issues has never been clearer. One study demonstrated 
that the total losses associated with water risks could be $301 billion, while the cost of mitigating 
these risks is approximately five times less. There is a growing movement of corporations looking 
to invest in greater water stewardship, or what is sometimes called ‘integrated water resources 
management’, in order to attenuate these risks. The International Union for the Conservation of 
Nature has written a summary of these efforts so far, developing a categorization of corporate 
water behaviours that range from extractive to inclusive. There is also a growing number of corpo-
rations that are reporting on their water usage and governance processes. In somewhat positive 
news, the 2020 CDP Water Analysis report indicated that of all companies which disclose their 

https://thenewpress.com/books/blue-future
https://thenewpress.com/books/blue-future
https://www.nrdc.org/stories/water-pollution-everything-you-need-know
https://www.nrdc.org/stories/water-pollution-everything-you-need-know
https://www.nrdc.org/stories/water-pollution-everything-you-need-know
https://unesdoc.unesco.org/ark:/48223/pf0000247553
https://washmatters.wateraid.org/sites/g/files/jkxoof256/files/short-changed-on-climate-change.pdf
https://unesdoc.unesco.org/ark:/48223/pf0000247553
https://www.ohchr.org/en/issues/escr/pages/water.aspx
https://www.foodandwaterwatch.org/2015/08/02/water-privatization-facts-and-figures/
https://www.ohchr.org/Documents/Issues/Water/10anniversary/Privatization_EN.pdf
https://www.ohchr.org/Documents/Issues/Water/10anniversary/Privatization_EN.pdf
https://www.project-syndicate.org/commentary/emergence-of-water-as-an-asset-class-by-willem-h-buiter-2021-12
https://www.corporateaccountability.org/blog/stop-nestles-water-grab/
https://www.tni.org/en/publication/the-global-water-grab-a-primer?context=69566
https://portals.iucn.org/library/sites/library/files/documents/2016-069.pdf
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water use, two-thirds reported a reduction or maintenance in their overall water withdrawals. Far 
less reassuring, however, was the finding that only 59% of companies are reporting on the quality 
of their wastewater, and only 4.4% of companies are setting or reporting progress against pollu-
tion targets. The deterioration of water quality, and the lack of reporting on it, has led to the cre-
ation of an invisible crisis that is endangering human and ecological well-being. 

The Future-Fit Benchmark has developed a series of questions for corporations beginning to con-
sider taking action on water-related issues. Some of these issues include: 
1. For each region the company operates in, what information is known about the availability 

and characteristics of the local watersheds? Are they known to be under water stress?
2. Which facilities are located in water-stressed locations? Of those, which withdraw the most 

water? Which consume the most water?
3. Does the company withdraw water directly from a surface water body or groundwater source? 

If it obtains water from a third-party supplier, where does that water originate?
4. Does the company take steps to ensure it adheres to all water-related laws and regulations in 

those regions?
5. Does the company have an understanding of the other users of water in the relevant water-

sheds, including individuals, organizations, and ecosystems? 
6. How are water related risks likely to evolve over time due to population, climate, or economic 

trends in the area?
7. Does the company discharge water directly back into nature? If so, does the company analyze 

the characteristics of the water before discharging it?
8. Where water discharges are indirect (e.g. managed by third parties), and where is the dis-

charged water ultimately released? Does this treatment take into account the state of the 
receiving water body or soil?

9. Do any company facilities produce other types of liquid waste besides effluents and wastewa-
ter (e.g. toxic waste generated by production processes)? If so, how is this type of liquid waste 
handled? 

10. Do opportunities exist to collaborate with local groups or other companies to tackle shared 
water challenges?

11. Has the company already implemented targets and action plans to reduce water-related im-
pacts? If so, are existing commitments sufficient? What is the expected timeframe for this tran-
sition? If the current commitments or plans are not sufficient, how might they be adjusted or 
supplemented?

Tools
Before beginning to develop a water conservation strategy, firms should first perform a compre-
hensive self-assessment to obtain a holistic picture of their own water needs and performance. 
The Carbon Disclosure Project has an annual questionnaire with ten modules that focus on risk 
assessment procedures, water dependence, accounting metrics, business impacts, governance 
and strategy, and other issues. 

Firms are also recommended to conduct water footprint analyses to determine the embedded 
water usage contained in all of their products and processes. Many items have water footprints 
that are extremely large; a bar of chocolate requires 1,700 litres of water, while a single mobile 
phone requires a staggering 12,000. The Water Footprint Network has developed this assessment 

https://cdn.cdp.net/cdp-production/cms/reports/documents/000/005/577/original/CDP_Water_analysis_report_2020.pdf?1617987510
https://benchmark.futurefitbusiness.org/be02.html
https://guidance.cdp.net/en/guidance?cid=20&ctype=theme&idtype=ThemeID&incchild=1&microsite=0&otype=Questionnaire&tags=TAG-587%2CTAG-606%2CTAG-599
https://static1.squarespace.com/static/5baa3175bfba3e44386d68a5/t/612652b2cbe08b267a5921b0/1629901491380/K4D_ReadPack_WaterFootprints_2.4.pdf
https://www.waterfootprintassessmenttool.org/
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tool, and the Global Environmental Management Initiative has developed its own local water tool 
for analysis of water usage at the local level. The World Resources Institute has developed its own 
tool called Aqueduct, a set of geographic tools that includes information about water risks, in-
cluding water stress, seasonal variability, pollution, and specific tools linking water risk to food re-
quirements and flood risk. Another prominent risk management tool is the WWF’s Water Risk Filter. 

Firms should also aim to improve their disclosure and reporting on water use, water risk, and relat-
ed issues. The Alliance for Water Stewardship has developed the most comprehensive disclosure 
standard. The Future-Fit Benchmark recommends that firms report on water consumption and 
water discharge, and also evaluate the number of water-stressed locations on which they depend 
(where water stress is defined as any source where the total annual withdrawal is 40% of the avail-
able renewable supply). The disclosure standards developed by the CEO Water Mandate include 
metrics relating to the: 
1. Total and percentage of withdrawals located in water-stressed or water-scarce areas;
2. Percentage of facilities with a water-related regulatory compliance violation;
3. Percentage of facilities adhering to relevant water quality standards;
4. Average water intensity in water-stressed or water-scarce areas (as appropriate);
5. Number of “hot spots” where risks and impacts are most likely. 

Following disclosure, firms should aim to set and implement targets according to context-based 
indicators that reflect the hydrological needs of local water supplies. Context-based indicators 
are important because, unlike with emissions targets, the capacities and requirements of specific 
local water basins vary significantly depending on their geography. Firms should work to establish 
targets based on the concept of a ‘sustainable basin threshold’, and adopt water consumption 
patterns that do not threaten the long-term viability of the source. The CEO Water Mandate has 
a specific target-setting guidebook, as well as a guidebook for volumetric water benefit account-
ing that specifically instructs firms on how to develop water replenishment targets aimed at re-
storing local water supplies. 

Firms should aim to develop a comprehensive strategy related to water management, one that 
incorporates conservation techniques as well as governance approaches, stakeholder relations, 
data management, and other concerns. The World Business Council for Sustainable Development 
(WBCSD) has a guide to circular water management, as well as a new framework specific to the 
management of wastewater. In terms of stakeholder engagement, the CEO Water Mandate has 
developed a toolkit for responsible water policy, which highlights in particular the need to respect 
differentiated public and private roles and refrain from water grabbing privatization tactics. 

There are also tools and frameworks available specific to particular sectors. The Food and Agri-
culture Organization released a report outlining the negative impacts of the agricultural sector, 
which is the most responsible for global water degradation. The WBCSD has a guide for the food 
and agricultural sector to improve its water management practices and reduce agricultural pol-
lution. The Beverage Industry Environmental Roundtable also has a guide specific to bottlers and 
beverage companies, while the Alliance for Water Stewardship has a knowledge hub dedicated 
to water use in the global fashion industry. 

For investors looking to minimize water risk across their portfolio, and engage with companies on 
water management issues, Ceres has developed an investor water toolkit which includes guides 
for analyzing sectoral risks using stress-testing and scenario analysis, as well as frameworks for 
engagement. 

https://www.waterfootprintassessmenttool.org/
http://gemi.org/localwatertool/
https://www.wri.org/initiatives/aqueduct
https://waterriskfilter.org/
https://benchmark.futurefitbusiness.org/be02.html
https://ceowatermandate.org/files/Disclosure2014.pdf
https://ceowatermandate.org/files/context-based-targets.pdf
https://ceowatermandate.org/watertargets/wp-content/uploads/sites/30/2019/08/CEOWaterMandateSiteWaterTargetsGuide.pdf
https://ceowatermandate.org/wp-content/uploads/2021/01/VWBA_Guidebook_F_Web.pdf
https://ceowatermandate.org/wp-content/uploads/2021/01/VWBA_Guidebook_F_Web.pdf
https://docs.wbcsd.org/2017/06/WBCSD_Business_Guide_Circular_Water_Management.pdf
https://www.wbcsd.org/contentwbc/download/10320/154512/1
https://ceowatermandate.org/files/Guide_Responsible_Business_Engagement_Water_Policy.pdf
https://www.fao.org/3/i7754e/i7754e.pdf
https://www.wbcsd.org/contentwbc/download/13398/195735/1
https://www.wbcsd.org/contentwbc/download/13398/195735/1
https://www.bieroundtable.com/work/water-stewardship/
https://www.bieroundtable.com/work/water-stewardship/
https://a4ws.org/priority-sectors/textiles/
https://www.ceres.org/resources/toolkits/investor-water-toolkit
https://www.ceres.org/sites/default/files/reports/2017-02/Water%20Toolkit/Ceres_WaterToolkit_ExpectationSheets_040318_2.pdf


46

When it comes to tackling the issue of air pollution, there are significantly fewer resources. The 
Stockholm Environment Institute, in collaboration with the Climate and Clean Air Coalition, is cur-
rently in the process of developing a practical guide for businesses to develop their own air pol-
lutant inventories, and to track pollution across entire value chains. This guide will be published 
in 2022. The Government of Canada has a guide to pollution reduction for businesses, while the 
Environmental Protection Agency in the United States also has a compilation of resources. For 
more information, see the World Economic Forum’s Alliance for Clean Air. 

Case Studies
Technological innovations, as well as smarter management practices, have allowed many com-
panies to conserve water while also saving money in the process. The candy-manufacturer Mars 
has introduced a wet-dry irrigation technique for rice cultivation which has reduced water con-
sumption by 30% and increased farmers’ incomes by 30%, in addition to reducing carbon emis-
sions. This reform helped save $60-180 million as a result of reducing supply shortages. The Bra-
zilian company EDF has also made use of a rainwater harvesting system installed over one of 
its major gas turbine power plants, a system designed to recycle rainwater for use in its cooling 
tower, thus saving money and limiting water withdrawals in the process. 

Organizations/Initiatives
For more information about the global water crisis, water scarcity, air pollution, and the role of 
pollution prevention in sustainable development, check out the following organizations: 
• UN Water
• Charity: Water
• Water.org
• Water for People 
• WaterAid 
• Climate and Clean Air Association
• Pollution Probe
•   International Union of Air Pollution Prevention and Environmental Protection Associations
• The Council of Canadians
• Alliance for Water Stewardship
• Water Footprint Network
• CEO Water Mandate
• Water Resilience Coalition

https://cdn.sei.org/wp-content/uploads/2021/09/creating-a-practical-guide-to-reduce-air-pollution-from-businesses.pdf
https://www.canada.ca/en/environment-climate-change/services/pollution-prevention/business.html
https://www.epa.gov/p2/p2-resources-business
http://alliance
https://cdn.cdp.net/cdp-production/cms/reports/documents/000/005/577/original/CDP_Water_analysis_report_2020.pdf?1617987510
https://www.wbcsd.org/Programs/Food-and-Nature/Water/Resources/Case-studies/Rainwater-harvesting-for-water-reduction
https://www.unwater.org/
https://www.charitywater.org/global-water-crisis
https://water.org/
https://www.waterforpeople.org/
https://www.wateraid.org/ca/
https://www.ccacoalition.org/en
https://www.pollutionprobe.org/
http://www.iuappa.org/
https://canadians.org/water
https://a4ws.org/
https://waterfootprint.org/en/
https://ceowatermandate.org/?gclid=Cj0KCQiAraSPBhDuARIsAM3Js4otCQUBG8jSdUBl_84xwTD2NnFvdc4OahKigU60l6b9MSjeD9YzOWcaAoWfEALw_wcB
https://ceowatermandate.org/resilience/
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Description
The UN Universal Declaration of Human Rights 
was adopted in December 1948 in the aftermath 
of World War II, and there are nine Core Inter-
national Human Rights Instruments each with an 
associated monitoring body. Despite the exist-
ence of these international covenants, tens of 
millions of people continue to face human rights 
violations on a daily basis, including forced and 
indentured labour, war crimes, violence against 
women, oppression under authoritarian regimes, 
and many other forms of abuse. The UN Guid-
ing Principles on Business and Human Rights are 
the authoritative set of guidelines developed for 
corporations looking to report on and improve 
their human rights practices. However, only a 
tiny minority of companies are meeting the ex-
pectations set out by the Corporate Human 
Rights Benchmark. To learn more about setting 
appropriate human rights policies, due diligence 
processes, grievance mechanisms, and select-
ing indicators and benchmarks, continue read-
ing this PDF guide. 

Human
Wellbeing

2.1Human Rights

https://www.ohchr.org/EN/UDHR/Pages/Language.aspx?LangID=eng
https://www.ohchr.org/EN/ProfessionalInterest/Pages/CoreInstruments.aspx
https://www.ohchr.org/EN/ProfessionalInterest/Pages/CoreInstruments.aspx
https://www.ohchr.org/documents/publications/guidingprinciplesbusinesshr_en.pdf
https://www.ohchr.org/documents/publications/guidingprinciplesbusinesshr_en.pdf
https://www.worldbenchmarkingalliance.org/corporate-human-rights-benchmark/
https://www.worldbenchmarkingalliance.org/corporate-human-rights-benchmark/
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Issue Summary
The complexity of value chains, and the sheer number of players and geographies, makes it such 
that the systematic infringement of human rights is often rendered invisible. The scale of the prob-
lem, however, is immense: 40.3 million people were subjected to modern slavery in 2018, according 
to the Global Slavery Index. This translates to about $354 billion worth of goods imported by G20 
countries every year that have been produced by slaves. In the UK, 77% of companies believe 
there is a strong likelihood that modern slavery occurs at some point within their supply chains. 

Unfortunately, corporate reporting on human rights abuses is extraordinarily insufficient. The 
World Benchmarking Alliance performed an analysis of 1,000 firms, with a combined annual rev-
enue of over $25 trillion, and found that only 1% of companies are meeting the majority of the ex-
pectations set out by the Corporate Human Rights Benchmark. Out of the highest possible score 
of 20, the average score was just 5.2, while 78% of all companies achieved a score of zero on all of 
the benchmark’s due diligence indicators. Their assessment concluded that the vast majority of 
corporations are not complying with the basic principles of socially responsible business conduct. 

Many businesses simply consider human rights compliance to be a component of their overall 
ESG strategy or disclosure requirements, but as Business for Social Responsibility has indicated, 
“human rights are not just an ESG factor.” The mindset that is required to respect human rights 
and avoid violations is one that goes beyond simply checking a box or filling out a CSR report; it 
is a fundamental moral and ethical obligation imposed by a set of international norms and stan-
dards that have evolved in response to grave historical tragedies to provide a universal definition 
of quality of life for all human beings. The notion that human rights can be truncated to just an-
other ‘S’ metric that helps companies outrank their peers in the eyes of socially conscious inves-
tors is a logic which causes businesses to see human rights purely through the lens of competitive 
advantage or public relations, which is a fundamentally perverse mindset that erodes the basic 
integrity of the human rights concept. Businesses have a responsibility to respect human rights 
regardless of its relationship to profit or ESG rankings.

Key Considerations
The scope of international human rights law has increased dramatically over the past five de-
cades. A proliferation of covenants and principles have developed to encompass all forms of 
human rights and fundamental freedoms, from civil and political rights to economic, social, and 
cultural rights. The complexity of human rights principles can be overwhelming, and the UN Of-
fice of the High Commissioner on Human Rights (OHCHR) has developed a business reference 
guide which explains many basic human rights concepts in great detail. 

The UN Universal Declaration of Human Rights was adopted in December 1948 in the aftermath 
of World War II. It outlines, throughout 30 articles, the basic rights and freedoms of all human in-
dividuals regardless of “nationality, place of residence, gender, national or ethnic origin, colour, 
religion, language, or any other status.” In addition to the Declaration, there are nine Core Inter-
national Human Rights Instruments each with an associated monitoring body. These instruments 
include: 
• The International Convention on the Elimination of All Forms of Racial Discrimination 
• The International Covenant on Civil and Political Rights

https://www.humanrightspulse.com/mastercontentblog/human-rights-violations-in-the-global-supply-chain-will-germanys-new-law-set-precedent
https://www.antislavery.org/take-action/companies/
https://assets.worldbenchmarkingalliance.org/app/uploads/2022/01/2022_Social_Transformation_Baseline_Assessment_online.pdf
https://www.bsr.org/en/our-insights/blog-view/human-rights-are-not-just-an-esg-factor
https://www.ohchr.org/Documents/Issues/Business/Human_Rights_Translated_web.pdf
https://www.ohchr.org/Documents/Issues/Business/Human_Rights_Translated_web.pdf
https://www.ohchr.org/EN/UDHR/Pages/Language.aspx?LangID=eng
https://www.ohchr.org/EN/ProfessionalInterest/Pages/CoreInstruments.aspx
https://www.ohchr.org/EN/ProfessionalInterest/Pages/CoreInstruments.aspx
https://www.ohchr.org/en/professionalinterest/pages/cerd.aspx
https://www.ohchr.org/EN/ProfessionalInterest/Pages/CCPR.aspx
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• The International Covenant on Economic, Social and Cultural Rights
• The Convention on the Elimination of All Forms of Discrimination against Women 
• The Convention Against Torture and Other Cruel, Inhumane or Degrading Treatment and Pun-

ishment 
• The Convention on the Rights of the Child
• The International Convention on the Protection of the Rights of Migrant Workers and Members 

of Their Families 
• The Convention on the Rights of Persons with Disabilities 
• The International Convention for the Protection of All Persons From Enforced Disappearances 

Collectively, the Universal Declaration of Human Rights, the International Covenant on Econom-
ic, Social and Cultural Rights, and the International Covenant on Civil and Political Rights are 
known as the International Bill of Human Rights. Beyond these core instruments is a host of other 
universal human rights instruments respecting a wide variety of conventions, statutes, and prin-
ciples, such as the UN Declaration on the Rights of Indigenous Peoples, the Declaration on the 
Rights of Persons Belonging to National or Ethnic, Religious and Linguistic Minorities, and many 
others. 

Labour rights are human rights, and they have their own set of specific instruments under the 
International Labour Organization, including the ILO Fundamental Conventions and the ILO Dec-
laration on Fundamental Principles and Rights at Work. For more in-depth information related to 
labour rights and practices, see Section 2.4. 

The UN Guiding Principles on Business and Human Rights are the authoritative set of guidelines 
developed for corporations looking to report on and improve their human rights practices. The 
Guiding Principles aim to furnish businesses with the tools and recommendations they need to 
respect and fulfill human rights and fundamental freedoms. At the most basic level, the Guid-
ing Principles establish that a company’s human rights policies and procedures must include the 
three following objects:
1. A policy commitment to meet their responsibility to respect human rights;
2. A human rights due diligence process to identify, prevent, mitigate and account for how they 

address their impacts on human rights; 
3. Processes to enable the remediation of any adverse human rights impacts they cause or to 

which they contribute (often known as grievance mechanisms). 

For more information about the implementation of the Guiding Principles, review this FAQ docu-
ment as well as this interpretive guide. For the purposes of quality assurance, for either investors 
or auditors, review these assurance guidelines for determining the credibility and thoroughness of 
a company’s human rights disclosures. 

The OECD has also developed a list of Guidelines for Multinational Enterprises that are similar 
to the UN Guiding Principles, but wider in scope and with more sector-specific guidelines. They 
set out a list of global standards for responsible business conduct, with a particular focus on due 
diligence processes. 

Tools

https://www.ohchr.org/EN/ProfessionalInterest/Pages/CESCR.aspx
https://www.ohchr.org/en/professionalinterest/pages/cedaw.aspx
https://www.ohchr.org/en/professionalinterest/pages/cat.aspx
https://www.ohchr.org/en/professionalinterest/pages/cat.aspx
https://www.ohchr.org/en/professionalinterest/pages/crc.aspx
https://www.ohchr.org/en/professionalinterest/pages/cmw.aspx
https://www.ohchr.org/en/professionalinterest/pages/cmw.aspx
https://www.un.org/development/desa/disabilities/convention-on-the-rights-of-persons-with-disabilities.html
https://www.ohchr.org/en/hrbodies/ced/pages/conventionced.aspx
https://www.humanrightscareers.com/issues/what-is-the-international-bill-of-human-rights/
https://www.ohchr.org/EN/ProfessionalInterest/Pages/UniversalHumanRightsInstruments.aspx
https://www.ohchr.org/EN/ProfessionalInterest/Pages/UniversalHumanRightsInstruments.aspx
https://www.ilo.org/global/standards/introduction-to-international-labour-standards/conventions-and-recommendations/lang--en/index.htm
https://www.ilo.org/declaration/lang--en/index.htm
https://www.ilo.org/declaration/lang--en/index.htm
https://www.ohchr.org/documents/publications/guidingprinciplesbusinesshr_en.pdf
https://www.ohchr.org/Documents/Publications/FAQ_PrinciplesBussinessHR.pdf
https://www.ohchr.org/Documents/Publications/FAQ_PrinciplesBussinessHR.pdf
https://www.ohchr.org/Documents/Issues/Business/RtRInterpretativeGuide.pdf
https://www.ungpreporting.org/assurance/
http://mneguidelines.oecd.org/


50

To evaluate a company’s human rights record, start by reviewing the searchable database of 
company profiles from Business and Human Rights Resource Centre, which includes an advanced 
search option for more specific requests. The Shift Project has also developed a  disclosure data-
base which includes profiles of individual companies, as well as a searchable database of human 
rights reports. 

For a global review of important developments in international human rights law and their in-
tersection with business, see this map developed by the World Business Council for Sustainable 
Development. Individual country guides to human rights in business can be found at this link from 
National Action Plans on Business and Human Rights. To review the human rights practices of 
companies that are specific to Canada, see the resources compiled by Aboveground.NGO, a na-
tion-wide non-profit focused on transparency and accountability for Canadian firms operating 
abroad. 

For more information about integrating respect for human rights throughout business practices, 
review this Guide for Integrating Human Rights into Business Management developed by the UN 
Global Compact, as well as this guide about Embedding Human Rights into Business Practice. 

The Business and Human Rights Resource Centre, in collaboration with the Danish Institute for 
Human Rights, has developed the Platform for Human Rights Indicators for Business, which is the 
world’s largest compilation of human rights indicators and metrics that businesses can use to 
evaluate their own conduct. The Platform includes a convenient synthesis of over 80 global hu-
man rights instruments into a systematic series of checklists that companies can use, covering a 
wide variety of policies and procedures. The Platform covers indicators in eight categories: man-
agement, human resources, workplace health and safety, product quality and marketing practic-
es, community impact, security arrangements, legal and governmental affairs, and contractors 
and supply chain. For firms looking to design their own human rights indicators, the Shift Project 
has also developed its own indicator design tool. 

The Corporate Human Rights Benchmark, developed by the World Benchmarking Alliance, pro-
vides a comprehensive set of criteria for evaluating firms’ human rights performance, with a meth-
odology that covers five issue areas:
1. Governance and policies (including board level accountability and policy commitments);
2. Human rights due diligence;
3. Remedies and grievance mechanisms;
4. Performance on human rights practices;
5. Responses to serious allegations.

The Shift Project, the world’s leading centre of expertise on the UN Guiding Principles, has devel-
oped a set of indicators that serve as red flags for when corporate human rights abuses are likely 
to occur. These red flags include those aspects of a corporation’s business model that are likely 
to accentuate human rights risk, such as: 
• Lowest cost goods or services in ways that put pressure on labor rights;
• High speed delivery that places pressure on warehouse workers and logistics workers in the 

“last mile”;
• Project timelines that undermine consultation with communities;
• Privatized access to public goods with risks to quality of service;
• Algorithmic decision-making that can result in discrimination;
• Providing online platforms with potential for online and offline harm;
• Financial or advisory services that enable high-risk clients to cause harm;

https://www.business-humanrights.org/en/companies/
https://www.business-humanrights.org/en/
https://shiftproject.org/
https://www.ungpreporting.org/database-analysis/explore-disclosures/companies-page/
https://www.ungpreporting.org/database-analysis/explore-disclosures/
https://www.ungpreporting.org/database-analysis/explore-disclosures/
https://wbcsd.herokuapp.com/
https://globalnaps.org/human-rights-and-business-country-guides/
https://globalnaps.org/human-rights-and-business-country-guides/
https://aboveground.ngo/
https://www.ohchr.org/Documents/Publications/GuideHRBusinessen.pdf
https://www.ohchr.org/Documents/Publications/Embeddingen.pdf
https://old.business-humanrights.org/en/platform-for-human-rights-indicators-for-business-hrib
https://shiftproject.org/resource/indicator-design/indicator-design-tool/
https://media.business-humanrights.org/media/documents/files/CHRB_report_06_singles.pdf
https://shiftproject.org/
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• Products that harm when overused, misused, or used as intended;
• Speed in developing products or services, or delivering projects, with risks to health and safety;
• Land use in countries where ownership may be contested;
• Depleting natural resources or public goods such that it undermines access or health;
• Commodities with unclear provenance and visibility to impacts on workers or communities;
• Business relationships with limited influence to address risk to people;
• Using data such that privacy and other rights are undermined;
• Using gig workers or other precarious labor;
• Sourcing low-paid labor from labor providers;
• Sourcing commodities that are priced independent of farmer income;
• Shift inventory risk to suppliers with knock-on effects to workers;
• Automation at speed or scale that leaves workers little chance to adapt;
• Sales-maximizing incentives that put consumers at risk;
• Markets where regulations fall below human right standards;
• Aggressive tax-minimization strategies.

1. Human Rights Policy 

All companies should adopt stringent and detailed human rights policies which enshrine an ex-
plicit commitment to international human rights standards. The UN Office of the High Commis-
sioner of Human Rights has developed a list of criteria for corporate human rights policies, which 
include: 
• An explicit commitment to respect all internationally recognized human rights standards (un-

derstood, at a minimum, as the International Bill of Rights and the ILO’s Declaration on the 
Fundamental Principles and Rights at Work);

• Stipulations concerning the company’s expectations of personnel, business partners and oth-
er relevant parties;

• Information on how the company will implement its commitment;
• An overview of the steps taken to develop the policy;
• Information on the company’s key human rights priority areas;
• A description of how the company will deal with conflicts between international human rights 

principles and applicable host-government legal requirements;
• A commitment by the company to “support” (i.e. contribute to the positive realization of) hu-

man rights;
• A summary of those human rights (including labour rights and others) that the business recog-

nizes as likely to be the most salient for its operations and information on how it will account 
for its actions to meet its responsibility to respect human rights.

The responsibility to develop human rights policies should be assigned to specific senior officers, 
with cross-functional support from all relevant departments (including human resources, legal, 
procurement, etc). Companies should aim to conduct a mapping of their key potential human 
rights impacts, and ensure that all policies reflect and ameliorate these gaps. The policy must be 
communicated both internally and externally, and embedded throughout all firm-wide policies 
and procedures.

The Danish Institute for Human Rights has developed a list of self-assessment questions for hu-
man rights policies, which include: 

https://www.ohchr.org/Documents/Issues/Business/guide-business-hr-policy.pdf
https://old.business-humanrights.org/sites/default/files/1_%20Management.pdf
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• Does the company communicate the policy commitment internally and externally?
• Does the company identify and assess the actual and potential adverse human rights impacts 

with which it is involved?
• Are company findings from impact assessments integrated across relevant internal functions 

and processes?
• Does the company understand the nature of its involvement (cause, contribute, linked to) and 

take appropriate action?
• When necessary to prioritize actions to address actual and potential adverse human rights 

impacts, does the company begin with the most severe impacts? 
• Does the company track the effectiveness of its responses to adverse human rights impacts?
• Does the company communicate externally in order to account for how they address adverse 

human rights impacts, particularly when concerns are raised by or on behalf of affected stake-
holders?

• Does the company have a trusted procedure for hearing, processing and settling internal and 
external concerns?

2. Due Diligence 

All companies should commit to comprehensive and detailed due diligence processes to ascer-
tain and take action on corporate human rights abuses. To assess human rights impacts and 
risk areas, companies should conduct country by country analyses to examine the risk of human 
rights abuses throughout its value chain, and consult relevant stakeholders to obtain first-hand 
information from potentially affected groups. Companies should also develop specific indicators 
and metrics to track performance using the resources provided by the Platform for Human Rights 
Indicators or the Corporate Human Rights Benchmark, and commit to regular tracking of human 
rights performance by looking at all business processes, management systems, and information 
and control systems. 

Key due diligence recommendations developed by the Corporate Human Rights Benchmark stip-
ulate that companies should: 
• Identify human rights risks and impacts on an on-going basis, including when these are trig-

gered by key moments of the company’s activities (e.g. policy change, market entry, new proj-
ects, amongst others);

• Proactively assess potential human rights risks and actual human rights impacts for new ac-
tivities and regularly review these for on-going activities;

• Integrate the findings of assessments of human rights risks and impacts into relevant internal 
functions and processes to identify appropriate actions to prevent, mitigate and remediate 
salient human rights issues; 

• Track the effectiveness of actions taken in response to its human rights risks and impacts as-
sessed and acted on to incorporate that information into improving processes and systems on 
an ongoing basis;

• Communicate externally on it addresses human rights impacts in a manner that is accessible 
to intended audiences, especially affected stakeholders who have raised concerns.

The OECD has also developed due diligence guidance for responsible business conduct. Their 
Due Diligence Policy Hub hosts a variety of resources for due diligence best practices, as well as a 
useful assessment of alignment between OECD due diligence guidelines and various internation-

https://media.business-humanrights.org/media/documents/files/CHRB_report_06_singles.pdf
http://mneguidelines.oecd.org/due-diligence-guidance-for-responsible-business-conduct.htm
http://mneguidelines.oecd.org/due-diligence-policy-hub.htm
https://mneguidelines.oecd.org/industry-initiatives-alignment-assessment.htm
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al multi-stakeholder or industry initiatives. For evidence of effective due diligence strategies from 
five years of research, see this summary by KnowTheChain. 

3. Disclosure
 
The Global Reporting Initiative has developed a standard for human rights disclosure, which 
makes clear that all companies should be able to explain how they identify severe risks to people 
connected with their business and what they are doing to address them. The new GRI Universal 
Standards have aligned their disclosure requirements with the UN Guiding Principles. 

To aid companies in the process of disclosing human rights practices and performance, Shift has 
developed the UN Guiding Principles Reporting Framework. Companies are expected to disclose 
the salient human rights issues associated with their operations for the reporting period in ques-
tion, as well as the process in which the salient issues were determined, including relevant input 
from stakeholders, and the reason for its choice of focal geographies. Salient human rights issues 
are defined as those human rights which are at greatest risk of severe negative impacts, where 
severity is defined by reference to scale, scope, and remediability. Companies are expected to 
identify any changes in the nature of salient human rights issues during the appropriate record-
ing period, and take note of any notable trends or patterns in impacts related to a salient issue. 
Companies should also disclose their engagement with relevant stakeholder groups, the purpose 
of this engagement, and whether or not stakeholder opinions have influenced or altered the com-
pany’s approach to human rights management. 

In addition, companies are recommended to disclose information about how they are integrating 
human rights issues throughout their businesses practices and decision-making processes. Key 
self-assessment questions include: 
• How does the company integrate its findings about each salient human rights issue into its 

decision-making processes and actions? 
• How are those parts of the company whose decisions and actions can affect the manage-

ment of salient issues, involved in finding and implementing solutions?
• When tensions arise between the prevention or mitigation of impacts related to a salient issue 

and other business objectives, how are these tensions addressed? 
• During the reporting period, what action has the company taken to prevent or mitigate poten-

tial impacts related to each salient issue? 
• How is day-to-day responsibility for human rights performance organized within the company, 

and why? 
• What kinds of human rights issues are discussed by senior management and by the Board, and 

why? 
• How are employees and contract workers made aware of the ways in which respect for human 

rights should inform their decisions and actions? 
• How does the company make clear in its business relationships the importance it places on 

respect for human rights? 
• What lessons has the company learned during the reporting period about achieving respect 

for human rights, and what has changed as a result?

The Shift Project has also produced a growing collection of publicly available resources that de-
rive from their insight and analysis of companies’ human rights reporting. 

https://knowthechain.org/wp-content/uploads/2022-KTC-mHREDD-brief.pdf
https://www.globalreporting.org/standards/media/1027/gri-412-human-rights-assessment-2016.pdf
https://www.ungpreporting.org/
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For a complete list of all publicly available human rights impact assessment resources, see this 
compilation by NomoGaia. 

4. Remediation and Grievance Mechanisms 

All companies must ensure that appropriate remediation and grievance mechanisms are set up 
to hear complaints from stakeholders, workers, and affected communities in order to redress any 
and all human rights abuses that occur during the course of business operations. These channels 
should be made available to all stakeholders, taking into account the accessibility needs of mar-
ginalized groups, who should be actively involved in the design, creation, and implementation 
of the grievance mechanism. Companies must also refrain from retaliating against complaints 
raised by affected stakeholders, and work to ensure that stakeholders retain access to state-
based judicial procedures and other means of legal recourse available to persons making claims 
of human rights violations. Most importantly, companies should actively participate in remedia-
tion efforts by compensating communities involved and addressing the governance failures that 
led to human rights violations in the first place, incorporating lessons learned in order to prevent 
future infringements. 

UN Guiding Principle No. 31 identifies the relevant criteria for establishing effective grievance 
mechanisms, which include that they are:
1. Legitimate: enabling trust from the stakeholder groups for whose use they are intended, and 

being accountable for the fair conduct of grievance processes; 
2. Accessible: being known to all stakeholder groups for whose use they are intended, and pro-

viding adequate assistance for those who may face particular barriers to access; 
3. Predictable: providing a clear and known procedure with an indicative time frame for each 

stage, and clarity on the types of process and outcome available and means of monitoring 
implementation; 

4. Equitable: seeking to ensure that aggrieved parties have reasonable access to sources of in-
formation, advice and expertise necessary to engage in a grievance process on fair, informed 
and respectful terms; 

5. Transparent: keeping parties to a grievance informed about its progress, and providing suffi-
cient information about the mechanism’s performance to build confidence in its effectiveness 
and meet any public interest at stake; 

6. Rights-compatible: ensuring that outcomes and remedies accord with internationally rec-
ognised human rights; 

7. A source of continuous learning: drawing on relevant measures to identify lessons for improv-
ing the mechanism and preventing future grievances and harms.

Corporate Accountability has developed a specific guide for NGOs and victims on recourse 
mechanisms for human rights abuses. Companies should be sure to review the report ‘Injustice 
Incorporated’ authored by Amnesty International, in order to identify how grievance mechanisms 
have failed in the past and how they should be more appropriately designed to reflect stakehold-
er interests. The Business and Human Rights Resource Centre has also composed a briefing on 
the topic of corporate legal impunity, specifically highlighting the deficient nature of most griev-
ance mechanisms and identifying areas for improvement. For more information, see their list of 

http://nomogaia.org/wp-content/uploads/2018/09/HUMAN-RIGHTS-IMPACT-ASSESSMENT-RESOURCES-Sept-9-2018.pdf
http://nomogaia.org/wp-content/uploads/2018/09/HUMAN-RIGHTS-IMPACT-ASSESSMENT-RESOURCES-Sept-9-2018.pdf
https://corporateaccountability.fidh.org/
https://corporateaccountability.fidh.org/
https://www.amnesty.org/en/documents/pol30/001/2014/en/
https://www.amnesty.org/en/documents/pol30/001/2014/en/
https://media.business-humanrights.org/media/documents/files/documents/CLA_AB_Final_Apr_2017.pdf
https://media.business-humanrights.org/media/documents/files/documents/CLA_AB_Final_Apr_2017.pdf
https://www.business-humanrights.org/en/big-issues/corporate-legal-accountability/barriers-to-access-to-remedy/
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barriers to access to remedy, as well as these tools and frameworks for lawyers advising affected 
communities. 

A common industry-led response to human rights abuses is the creation of ‘multi-stakeholder 
initiatives’ (MSIs). These initiatives are collaborations between corporations and stakeholders 
which aim to build trust, convey information, and redress grievances for corporate infringements 
on human rights. Common MSIs include Fairtrade International, the Ethical Trading Initiative, the 
Forest Stewardship Council, Rainforest Alliance, and many other organizations. Over 10,000 cor-
porations participate in MSIs worldwide, including 13 of the 20 largest companies in the world. 
After a comprehensive, multi-year research project conducted by MSI Integrity, the organiza-
tion decisively concluded that “MSIs are not effective tools for holding corporations account-
able for abuses, protecting rights holders against human rights violations, or providing survivors 
and victims with access to remedy,” and that they “should not be relied upon for the protection 
of human rights.” In particular, there are two features which obstruct the success of MSIs: they 
apply top-down, technocratic approaches which fail to centre the needs or rights holders (with 
only 13% of MSIs including affected populations in their governing bodies), and they also do not 
fundamentally restrict corporate power or address the root causes of the power imbalances that 
drive abuse. In particular, MSIs should not be relied on for any of the following: protecting human 
rights, closing governance gaps, providing access to effective remedy, or holding corporations 
accountable. Corporations hoping to participate in MSIs for the purposes of advancing respect 
for human rights should make sure that they:
1. Recognize that MSIs are tools for corporate-engagement rather than instruments of human 

rights protection;
2. Recognize that MSIs must be supplemented with public regulation;
3. Ensure that workers and/or affected communities are at the center of decision-making;
4. Ensure that benefits and ownership accrue to the workers who generate value for a business 

and/or to the communities and rights holders who are impacted by their behavior. 

5. Civil and Criminal Liability 

Although it is often difficult to charge corporations with liability for human rights abuses, there are 
many organizations working on tracking litigation related to the overseas conduct of multination-
al firms. The OECD requires all member governments to establish a government-supported office 
whose duty is to advance the effectiveness of the OECD Guidelines, known as a National Contact 
Point (NCP). The NCPs aim to raise awareness among businesses and stakeholders about the NCP 
grievance mechanism, and to handle specific grievances against companies who have failed to 
meet the Guidelines’ standards.

The Corporate Crimes Project has created a database about corporate human rights abuses 
and a research toolbox, as well as a global map of all cases that can be searched by category of 
offense (ranging from forced labour to financial crime to resource theft). The Business and Human 
Rights Resource Centre also maintains a database of active lawsuits, of which 45% were brought 
against mining or oil and gas companies. An independent commission of experts convened by 
Amnesty International and the International Corporate Accountability Roundtable has devel-
oped a list of Corporate Crimes Principles aimed at helping regulators and litigators fight corpo-
rate rights abuses. The Business and Human Rights Resource Centre has also written a briefing 
on the issue of corporate legal accountability that identifies why corporations are rarely held ac-
countable for their crimes. Accountability Counsel has developed a series of guides specifically 

https://www.business-humanrights.org/en/big-issues/corporate-legal-accountability/barriers-to-access-to-remedy/
https://www.business-humanrights.org/en/big-issues/corporate-legal-accountability/guidance-for-lawyers/
https://www.business-humanrights.org/en/big-issues/corporate-legal-accountability/guidance-for-lawyers/
https://www.msi-integrity.org/wp-content/uploads/2020/07/MSI_SUMMARY_REPORT.FORWEBSITE.FINAL_.pdf
https://corporate-crimes.org/
https://corporate-crimes.org/locations/
https://www.business-humanrights.org/en/from-us/lawsuits-database/
http://www.commercecrimehumanrights.org/wp-content/uploads/2016/10/CCHR-0929-Final.pdf
https://media.business-humanrights.org/media/documents/files/documents/CLA_AB_Final_Apr_2017.pdf
https://www.accountabilitycounsel.org/accountability-resources/guides/
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to help redress grievances in international finance and development and guide the formation of 
stronger remediation mechanisms.  

To aid in the investigation of corporate crimes, the Corporate Crimes Project lists its own corpo-
rate data tools as well as open-source analytical tools that are available for public use. Particular-
ly helpful is the database from OpenCorporates, which includes data from 203 million companies 
in all global jurisdictions. Researchers can also use the Aleph database from the Organized Crime 
and Corruption Reporting Project that aims to help investigative spot connections, visualize polit-
ical influence, and uncover corruption. The International Consortium of Investigative Journalists 
also hosts its Offshore Leaks tool with datasets from over 800,000 companies exposed in the 
Pandora, Panama, and Paradise papers. 

6. Collusion with Oppressive Regimes

Corporate collusion with oppressive and authoritarian regimes happens unfortunately frequent-
ly, as evidenced by the New York Times’ recent exposés of McKinsey’s work for the Chinese and 
Russian governments. The organization Ethical Consumer has developed a list of 23 oppressive 
regimes that firms might want to avoid conducting business with on the basis of their scores on a 
variety of scales, including the Political Terror Scale, Press Freedom Index, Modern Slavery Index. 
Firms should also avoid conducting business with nations that are on major international sanc-
tions lists; to search for sanctioned countries, see the Sanctions Explorer from the Center for Ad-
vanced Defence Studies, the United States Consolidated Screening List, and the United Nations 
Security Council Screening List. 

For businesses operating in high-risk environments, the Security and Human Rights Knowledge 
Hub has developed a decision tree to help guide market decisions, as seen on page five of this 
document. This flowchart recommends that firms only conduct business operations that respect 
international sanctions, respect popular sovereignty, and do not legitimize egregious human 
rights violators. Companies should only do business in high-risk environments if that business con-
cretely strengthens civil society, rather than strengthening the oppressive regimes in question. 
The recent Russian invasion of Ukraine has provided a salient example of the role of corporations 
in taking a stand against human rights abuses and oppressive regimes, with a massive number 
of Western corporations deciding to exit their Russian operations. The UN Global Compact has 
developed a business guide for the Ukraine humanitarian crisis. 

Businesses should take particular care with conducting business in China, a nation which is cur-
rently operating the largest extra-judicial detention network in the world in Xinjiang province to 
forcibly imprison, intimidate, and ‘re-educate’ 1.5 million Uigher Muslim people. Recent analysis 
finds that 83 global brands are implicated in allegations of forced labour using inmates in Xinji-
ang detention facilities. According to Ethical Systems, business leaders have an ethical obliga-
tion to take a stand against China’s human rights abuses, and the Wall Street Journal recognizes 
that there is a moral cost of doing business with China. Firms should review the international 
advisories issued by Global Affairs Canada and other governments regarding Chinese business 
operations. Similarly, firms should exercise caution in doing business in Myanmar, which is ruled 
by an autocratic regime responsible for overseeing a genocide against its Rohingya Muslim pop-
ulation. Amnesty International has identified the companies that are currently profiting from hu-
man rights abuses in Myanmar. For businesses still operating there, the World Business Council on 
Sustainable Development has developed a human rights and business country guide focusing on 
Myanmar. 

https://corporate-crimes.org/tool_box/corporate-data-tools/
https://corporate-crimes.org/tool_box/corporate-data-tools/
https://corporate-crimes.org/tool_box/open-source-analytical-tools/
https://opencorporates.com/
https://aleph.occrp.org/
https://offshoreleaks.icij.org/
https://www.nytimes.com/2018/12/15/world/asia/mckinsey-china-russia.html
https://www.ethicalconsumer.org/our-ethical-ratings/oppressive-regimes-and-their-allies
https://www.ethicalconsumer.org/our-ethical-ratings/oppressive-regimes-and-their-allies
https://sanctionsexplorer.org/
https://www.trade.gov/consolidated-screening-list
https://www.un.org/securitycouncil/content/un-sc-consolidated-list
https://www.un.org/securitycouncil/content/un-sc-consolidated-list
https://www.securityhumanrightshub.org/
https://www.securityhumanrightshub.org/
https://www.securityhumanrightshub.org/sites/default/files/2020-04/pal0102.pdf
https://www.securityhumanrightshub.org/sites/default/files/2020-04/pal0102.pdf
https://som.yale.edu/story/2022/over-400-companies-have-withdrawn-russia-some-remain
https://unglobalcompact.org/library/6047n
https://www.hrw.org/report/2021/04/19/break-their-lineage-break-their-roots/chinas-crimes-against-humanity-targeting
https://www.business-humanrights.org/en/latest-news/china-83-major-brands-implicated-in-report-on-forced-labour-of-ethnic-minorities-from-xinjiang-assigned-to-factories-across-provinces-includes-company-responses/
https://www.ethicalsystems.org/business-leaders-should-take-a-stand-against-chinas-human-rights-abuses/
https://www.ethicalsystems.org/business-leaders-should-take-a-stand-against-chinas-human-rights-abuses/
https://www.wsj.com/articles/moral-cost-business-china-human-rights-ccp-uyghur-xinjiang-beijing-surveillance-ge-intel-dell-microsoft-11643835605
https://www.international.gc.ca/global-affairs-affaires-mondiales/news-nouvelles/2021/2021-01-12-xinjiang-advisory-avis.aspx?lang=eng
https://supplychaincompliance.bakermckenzie.com/2021/02/18/uk-us-and-canadian-governments-announce-new-measures-over-alleged-xinjiang-china-human-rights-concerns/
https://www.amnesty.org/en/documents/asa16/2969/2020/en/
https://www.amnesty.org/en/documents/asa16/2969/2020/en/
https://humanrights.wbcsd.org/project/human-rights-and-business-country-guide-myanmar/
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Companies should also avoid doing business with coercive actors in the realm of migration, ref-
ugee displacement, and border control, sometimes referred to as the ‘border-industrial complex’. 
The New York Times has also shown that McKinsey profited from helping the US Immigration and 
Customs Enforcement agency enact the Trump administration’s inhumane migrant deportation 
policies. Similarly, in Australia there are many companies profiting from the abuse of refugees on 
the island nation of Nauru. The think tank Preventable Surprises has written a briefing on the role 
of investor stewardship in the border and surveillance industries, and outlined recommendations 
for institutions providing funding to companies overseeing migration and detention issues. 

7. Conflicts, Weapons, and Terrorism

Corporate complicity in war crimes is a large problem, as evidenced by recent cases of French 
multinational LafargeHolcim financing the Islamic State in Syria, or BNP Bank profiting from the 
genocide in Darfur. This is a relatively new frontier of international law, and as such there is no 
international convention regulating the role of corporations in conflict zones. According to Busi-
ness for Social Responsibility, such ‘high-risk areas’ include “situations of armed conflict and mass 
violence as well as areas with weak governance or rule of law; extensive corruption or criminality; 
significant social, political, or economic instability.” UNPRI notes that corporations operating in 
conflict-affected or high-risk zones have an obligation to perform particularly stringent due dili-
gence processes, and seriously consider the risk of gross human rights violations. The UN Global 
Compact has developed a guide for doing business in conflict-affected regions. The Australian 
Red Cross has also developed a guide for responsible business in armed conflict, with a specific 
focus on the risk of pillaging of assets, forced displacement, military occupation, workforce con-
ditions, the trading of weapons, and environmental damage. 

Particularly problematic is the global arms trade, an extremely powerful industry that profits from 
the fueling of conflicts and human rights violations around the world. The definitive study of the 
global arms trade comes from journalist Andrew Feinstein’s book The Shadow World. Major de-
fense contractors such as Lockheed Martin and Boeing, a critical component of what President 
Eisenhower famously termed the ‘military-industrial complex’, make billions of dollars every year 
from funding the sale of arms, many of which have been tied to corrupt regimes and human rights 
abusers. To better identify the risk of government corruption in the global arms trade, see the 
Government Defence Anti-Corruption Index by Transparency International, as well as the Cor-
ruption Tracker from the World Peace Foundation. Amnesty International recently completed a 
study of 22 arms companies which concluded that not a single firm was able to explain how they 
planned to meet their responsibilities under UN Guiding Principles on Business and Human Rights. 
For more information about corporate legal accountability and arms exports, see this report from 
the Friedrich Ebert Foundation, as well as these resources on corruption in the global arms trade 
from the World Peace Foundation. 

Defense and security companies must publicly disclose their due diligence practices, and be-
come far more meticulous about tracing the global distribution of their weapons and accounting 
for the end user, as well as evaluating their own complicity in human rights violations. In particu-
lar, defense contractors should follow the due diligence guidelines developed by the Canadian 
Commercial Corporation. Major international investors also have a responsibility to either divest 
from war and the defense industry, or use their power as shareholders to advocate for greater 
transparency and reform according to investment criteria as outlined on pages 10-11 of this report. 

https://www.nytimes.com/2019/12/03/us/mckinsey-ICE-immigration.html
https://www.nytimes.com/2019/12/03/us/mckinsey-ICE-immigration.html
https://www.amnesty.org/en/documents/asa12/5942/2017/en/
https://preventablesurprises.com/wp-content/uploads/2021/12/PreventableSurprises-BISBrief.pdf
https://preventablesurprises.com/wp-content/uploads/2021/12/PreventableSurprises-BISBrief.pdf
https://preventablesurprises.com/forceful-stewardship-topics/investor-stewardship-in-the-border-surveillance-industries-roundtable-summary/
https://www.justiceinfo.net/en/42906-corporate-responsibility-war-crimes-new-legal-battlefield.html
https://www.bsr.org/en/our-insights/report-view/business-in-conflict-affected-and-high-risk-contexts
https://www.bsr.org/en/our-insights/report-view/business-in-conflict-affected-and-high-risk-contexts
https://www.unpri.org/sustainability-issues/environmental-social-and-governance-issues/social-issues/conflict-zones
https://www.unpri.org/sustainability-issues/environmental-social-and-governance-issues/social-issues/conflict-zones
https://www.unpri.org/download?ac=1724
https://www.redcross.org.au/globalassets/cms-migration/documents/ihl--no-ihl/doing-responsible-business-in-armed-conflict-final-publication-web.pdf
https://www.amnesty.org/en/documents/act30/0893/2019/en/
https://www.usatoday.com/story/money/2020/01/02/20-companies-profiting-the-most-from-war/40902917/
https://www.usatoday.com/story/money/2020/01/02/20-companies-profiting-the-most-from-war/40902917/
https://corruption-tracker.org/
https://corruption-tracker.org/
https://www.amnesty.org/en/documents/act30/0893/2019/en/
http://library.fes.de/pdf-files/iez/15850.pdf
https://sites.tufts.edu/wpf/global-arms-trade-and-corruption/
https://www.ccc.ca/wp-content/uploads/2019/12/9.-CCC-Human-Rights-Due-Diligence-Guidelines-Defence-Security.pdf
https://www.divestfromwarmachine.org/
https://www.divestfromwarmachine.org/
https://www.imvoconvenanten.nl/en/~/-/media/AD1A78F66E524DF0A1232F6AE88CCBA3.ashx
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Another problem is the issue of private military and security contractors (PMSCs), whose behaviour 
can often instigate complicity in war crimes and is rarely penalized appropriately. The world of 
private military contracting is a $200 billion industry, and is shrouded in secrecy with little ac-
countability. Transparency International is working to increase the disclosure of PMSC contracts, 
and impose international quality standards. All companies should endorse the Voluntary Princi-
ples on Security and Human Rights, and disclose the details of all private security contracts. 

All businesses, particularly in the extractives sector, need to investigate and disclose their sourc-
ing of conflict minerals. Companies should use the due diligence, assurance, and reporting guide-
lines developed by the Responsible Minerals Initiative. This report by Global Witness includes a 
list of actions required to exclude conflict minerals from supply chains. Businesses should be-
gin by mapping their entire mineral supply chains, including site, transportation, export, tran-
sit countries, smelters, and manufacturers. Supply chain maps should include information about 
the mines from which materials are sourced, the points at which minerals are traded, mixed or 
processed, the transportation routes taken, the taxes paid (including where, how much, and to 
whom), and the identity of all players along the supply chain. For specific guidance on assessing 
conflict mineral risk in the supply chain controls of mineral smelters, see Annex B of the report. 
The Global Reporting Initiative has also developed reporting guidelines for minerals sourcing and 
due diligence. Businesses should seek to join international certification schemes, such as the Kim-
berley Process or the Responsible Gold Initiative. For more information about certifications and 
standards according to actor type, see this list from the Responsible Minerals Initiative. For case 
studies about management of conflict mineral risk, see these resources from the Human Rights 
and Business Dilemmas Forum. 

Businesses, and financial firms in particular, must also undertake efforts to eliminate and disclose 
their risk of financing or supporting terrorist activity around the world. As the OECD has outlined, 
terrorism, corruption, and resource exploitation often go hand in hand. Firms must abide by the 
stipulations of the International Convention for the Suppression of the Financing of Terrorism. Firms 
looking to detect money laundering for terrorist financing should review the awareness handbook 
developed by the OECD for auditors and examiners, as well as the comprehensive training guide 
published by the World Bank. For information about the changing global regulator landscape, see 
the agenda of the EU Commission to fight terrorism financing. 

8. Sector-Specific Guidance 

Human rights risks differ significantly by sector. For a more specific sectoral breakdown, check 
out the sectoral benchmarks developed by the World Benchmarking Alliance for high risk indus-
tries, as well as the issues by sector outlined by the UNEP Finance Initiative. 

The opportunity for human rights abuses in the extractives sector is extremely significant, partic-
ularly for mining companies operating in the Global South. The top 10 human rights risks for ex-
tractive firms, as identified by Business for Social Responsibility, include environmental impacts, 
labour risks, economic and social disruption, security incidents, land acquisition, Indigenous rights 
violations, supply chains, bribery and corruption, cumulative impacts, and access to remedy. This 
issue is particularly salient given that the world’s mineral needs will increase dramatically with the 
renewable energy transition; for more information about these risks, see the Transition Minerals 
Tracker, as well as these resources from the Business and Human Rights Resources Centre. 

https://www.transparency.org/en/press/private-military-and-security-companies-a-call-for-better-regulation
https://www.voluntaryprinciples.org/
https://www.voluntaryprinciples.org/
https://enoughproject.org/special-topics/progress-and-challenges-conflict-minerals-facts-dodd-frank-1502
https://enoughproject.org/special-topics/progress-and-challenges-conflict-minerals-facts-dodd-frank-1502
https://www.responsiblemineralsinitiative.org/minerals-due-diligence/
https://www.responsiblemineralsinitiative.org/responsible-minerals-assurance-process/
https://www.responsiblemineralsinitiative.org/reporting-templates/cmrt/
https://www.responsiblemineralsinitiative.org/reporting-templates/cmrt/
https://www.responsiblemineralsinitiative.org/
https://cdn.globalwitness.org/archive/files/pdfs/do_no_harm_global_witness.pdf
https://www.globalreporting.org/media/f0agnm4f/rmi-gri_advancing-reporting-on-responsible-minerals-sourcing.pdf
https://www.kimberleyprocess.com/
https://www.kimberleyprocess.com/
https://www.gold.org/about-gold/gold-supply/responsible-gold/responsible-gold-mining-principles
https://www.responsiblemineralsinitiative.org/minerals-due-diligence/standards/
https://www.oecd.org/investment/Terrorism-corruption-criminal-exploitation-natural-resources-2017.pdf
https://www.un.org/law/cod/finterr.htm
https://www.oecd.org/tax/crime/money-laundering-and-terrorist-financing-awareness-handbook-for-tax-examiners-and-tax-auditors.pdf
https://openknowledge.worldbank.org/bitstream/handle/10986/2666/499600v70PUB0C101Official0Use0Only1.pdf?sequence=1&isAllowed=y
https://ec.europa.eu/home-affairs/counter-terrorism-and-radicalisation/fight-against-financing-terrorism_en
https://www.worldbenchmarkingalliance.org/research/the-methodology-for-the-2022-corporate-human-rights-benchmark/
https://www.unepfi.org/humanrightstoolkit/
https://www.unpri.org/download?ac=5081
https://www.bsr.org/en/our-insights/primers/10-human-rights-priorities-for-the-extractives-sector
https://trackers.business-humanrights.org/transition-minerals/
https://trackers.business-humanrights.org/transition-minerals/
https://www.business-humanrights.org/en/big-issues/natural-resources/extractives-transition-minerals/
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Extractive firms looking to ensure that their mining operations abide by the highest standards of 
responsible conduct should review the standards developed by the Initiative for Responsible Min-
ing Assurance, and explore the global best practices outlined on their Responsible Mining Map. 
Firms are also advised to review the due diligence guidelines developed by the OECD, which in-
clude due diligence for sourcing minerals from high risk areas, and guidelines for effective stake-
holder engagement. 

Community relations are particularly important for responsible business conduct in the ex-
tractives sector. Disruptions to local communities can be caused by a variety of factors:   an influx 
of workers, corporate use of essential local resources, recruitment of security staff, violations of 
local land tenure, and more. The presence of mining projects in vulnerable areas often creates 
a perfect storm of environmental and human rights risks; communities are frequently displaced 
against their will, local ecosystems are polluted or destroyed, and sources of food and water de-
graded to the point that it causes an epidemic of health and safety issues. Companies should 
pay particular attention to water access, community relocation, and cumulative impacts (de-
fined as the impacts of multiple extractive projects over time on a single community). Firms should 
perform a self-assessment according to this questionnaire developed by the Danish Institute for 
Human Rights, and review these case studies. For more guidelines on community engagement for 
exploration and development firms, review this resource prepared for the Network for Business 
Sustainability. 

Extractive firms should make sure to contribute to a culture of openness and transparency around 
how countries manage their mineral wealth and ensure that these resources benefit local popu-
lations, rather than just elites and corrupt government officials. Firms should commit to revenue 
transparency and the disclosure of all payments and contracts, particularly payments that might 
be considered politically motivated. Firms should review the standards developed in the account-
able mining project by Transparency International, and participate in the Extractive Industries 
Transparency Initiative and the Publish What You Pay campaign.

Extractive firms should also pay special attention to security risks that arise from the use of pri-
vate security contractors, who have been found in many instances to commit atrocities against 
local populations (and land and human rights defenders in particular). Firms should commit to 
the Voluntary Principles on security and human rights, and perform a self-assessment using these 
guidelines developed by the Danish Institute for Human Rights. For more information about case 
studies related to security risks, see this link. 

There is much potential for human rights abuses in the agriculture and forestry sector, particular-
ly when it comes to exploitative labour conditions and violations of local land tenure. The UNEP 
Finance Initiative has developed an outline of human rights risks for agriculture and fisheries as 
well as forestry and logging. For responsible sourcing from agricultural supply chains, review this 
guideline developed by the OECD. 

The global fast fashion industry is another high risk sector, particularly from the perspective of 
the exploitation of garment workers. For a recent review of performance by fashion firms, see this 
report on benchmarking in the apparel and footwear industries. For more information about re-
sponsible supply chain management in the textile and garment sector, see these guidelines from 
the OECD. 

https://responsiblemining.net/
https://responsiblemining.net/
https://responsiblemining.net/what-we-do/responsible-mining-map/
https://mneguidelines.oecd.org/mining.htm
https://mneguidelines.oecd.org/stakeholder-engagement-extractive-industries.htm
https://mneguidelines.oecd.org/stakeholder-engagement-extractive-industries.htm
https://www.unepfi.org/humanrightstoolkit/community.php
https://old.business-humanrights.org/sites/default/files/5_%20Community%20Impact_0.pdf
https://biz.sdg.humanrights.dk/salient-issue/community-rights
https://static1.squarespace.com/static/5d5156083138fd000193c11a/t/5d6432a23db3970001fa363b/1566847666047/NBS_Community-Engagement-Guide+%281%29.pdf
https://www.transparency.org/en/projects/accountable-mining
https://www.transparency.org/en/projects/accountable-mining
https://eiti.org/
https://eiti.org/
https://www.pwyp.org/
https://www.voluntaryprinciples.org/
https://old.business-humanrights.org/sites/default/files/6_%20Security%20Arrangements.pdf
https://old.business-humanrights.org/sites/default/files/6_%20Security%20Arrangements.pdf
https://biz.sdg.humanrights.dk/salient-issue/human-rights-and-security
https://www.unepfi.org/humanrightstoolkit/agriculture.php
https://www.unepfi.org/humanrightstoolkit/forestry.php
https://mneguidelines.oecd.org/rbc-agriculture-supply-chains.htm
https://humanrights.wbcsd.org/project/2021-apparel-and-footwear-benchmark-report/
http://mneguidelines.oecd.org/responsible-supply-chains-textile-garment-sector.htm


60

9. Tools for Investors

Financial firms have a responsibility to use their power as shareholders and lenders to require 
companies to comply with global human rights standards. The Shift Project identifies the finan-
cial facilitation of high-risk clients as a red flag for human rights, and operates a financial institu-
tions practitioner circle for more information. Financial firms should follow the investor guidelines 
contained in this report by the Office of the High Commissioner on Human Rights, as well as this 
framework developed by the Institute for Human Rights and Business. Firms should participate in 
the Investor Alliance for Human Rights, as well as the Thun Group of Banks which has released a 
series of discussion papers related to the implementation of the UN Guiding Principles. All finan-
cial firms should also abide by the Equator Principles, a credit risk management framework for 
managing environmental and social risk that is currently expanding its human rights focus. 

Case Studies
Major multinational corporations continue to use legal means to to fight allegations of abetting 
modern slavery. Nestle, Mars, and Hershey are all facing lawsuits brought by eight former child 
slaves who claim that they were forced to work without pay on plantations in the Ivory Coast. 
Rather than taking responsibility for their grave rights violations and committing to reform, these 
companies are choosing to wage legal battles against the former child slaves by invoking the 
legal principle of forum non conveniens, wherein they argue that domestic laws against mod-
ern slavery cannot apply in foreign jurisdictions such as the Ivory Coast. These legal arguments, 
however cynical, have been accepted by the US Supreme Court in a decision reversing the lower 
court ruling which had allowed the lawsuit to continue. At the same time as it is waging legal war-
fare against former child slaves exploited in its supply chains, Nestle is publicly touting its work 
on “respecting and advancing human rights,” and claiming that it has  ”raised the bar for trans-
parency and understanding around child labor.” Nestle’s 2021 human rights framework mentions 
nothing about the lawsuit. 

This case study provides only one among many examples of corporate hypocrisy on human rights. 
Companies often use sustainability reports to applaud themselves for small interventions or pi-
lot projects, while neglecting to disclose crucial information related to allegations of abuse and 
mistreatment. Companies like Nestle and others must begin by taking responsibility for their vio-
lations, empowering true grievance mechanisms, respecting the rights of stakeholders instead of 
resorting to legal intimidation, and setting the bar for meaningful remediation. 

Organizations/Initiatives
To learn more about human rights topics and business practices, check out the e-learning cours-
es on human rights developed by the UN Global Compact, as well as the business peer learning 
centre of the UN Office of the High Commissioner on Human Rights. 

For more information about corporate accountability, human rights violations, and business prac-

https://shiftproject.org/resource/redflag-07/
https://shiftproject.org/what-we-do/finance/fiscircle/
https://shiftproject.org/what-we-do/finance/fiscircle/
https://www.ohchr.org/Documents/Issues/Business/UNGPs10/Stocktaking-investor-implementation.pdf
https://www.ihrb.org/focus-areas/finance/commentary-investor-alliance-human-rights
https://www.ihrb.org/focus-areas/finance/commentary-investor-alliance-human-rights
https://investorsforhumanrights.org/
http://equator-principles.com/wp-content/uploads/2017/03/equator_principles_III.pdf
https://www.theguardian.com/global-development/2021/feb/12/mars-nestle-and-hershey-to-face-landmark-child-slavery-lawsuit-in-us
https://www.theguardian.com/global-development/2021/feb/12/mars-nestle-and-hershey-to-face-landmark-child-slavery-lawsuit-in-us
https://www.cnbc.com/2021/06/17/supreme-court-rules-in-favor-of-nestle-in-child-slavery-case.html
https://www.nestle.com/csv/impact/respecting-human-rights
https://www.nestle.com/sites/default/files/2021-12/nestle-human-rights-framework-roadmap.pdf
https://info.unglobalcompact.org/humanrights
https://info.unglobalcompact.org/humanrights
https://www.ohchr.org/EN/Issues/Business/Pages/business-peer-learning.aspx
https://www.ohchr.org/EN/Issues/Business/Pages/business-peer-learning.aspx
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tices, see the following international organizations: 
• United Nations Office of the High Commissioner for Human Rights (OHCHR)
• UN Working Group on Business and Human Rights
• UN Forum on Business and Human Rights
• Business and Human Rights Resource Centre 
• Human Rights and Business Dilemmas Forum 
• Shift Project
• Institute for Human Rights and Business 
• World Benchmarking Alliance
• Investor Alliance for Human Rights
• Global Witness
• Amnesty International
• Human Rights Watch 
• Corporate Accountability International 
• International Council for Human Rights 
• Ethical Trading Initiative
• Responsible Business Alliance 
• Social Accountability International
• Aboveground.NGO
• Responsible Sourcing Network
• World Peace Foundation
• Shadow World Investigations
• Global Net Stop the Arms Trade

For human rights focused watchdogs specific to the extractives sector, see the following organi-
zations
• MiningWatch Canada
• Oilwatch 
• London Mining Network
• Mines and Communities 
• Yes to Life, No to Mining 
• Extractive Industries Transparency Initiative
• Publish What You Pay

To review information about corporate malfeasance and the nexus between corruption, crime, 
and human rights abuses, see the following watchdogs: 
• CorpWatch 
• CorporateWatch 
• Corporate Crime Reporter 
• Corporate Accountability  
• Corporate Research Project 
• ViolationTracker
• Transnational Corporate Observatory 
• Corporate Europe Observatory 
• Corporate Rap Sheets 
• Dirt Diggers Digest
• Corporate Dirt Archives 
• As You Sow 

https://www.ohchr.org/EN/pages/home.aspx
https://www.ohchr.org/en/issues/business/pages/wghrandtransnationalcorporationsandotherbusiness.aspx
https://www.ohchr.org/EN/Issues/Business/Forum/Pages/ForumonBusinessandHumanRights.aspx
https://www.business-humanrights.org/en/
https://hrbdf.org/
https://shiftproject.org/what-we-do/human-rights-reporting/
https://www.ihrb.org/
https://www.worldbenchmarkingalliance.org/
https://investorsforhumanrights.org/
https://www.globalwitness.org/en/?gclid=Cj0KCQiAxoiQBhCRARIsAPsvo-wKM7HBIIJdKrGwh8enlqqa9bEW5IiN-DdqRPUlUQHkABiVdd2QxmwaAjgwEALw_wcB
https://www.amnesty.ca/?gclid=Cj0KCQiAxoiQBhCRARIsAPsvo-yUHxdGmP0-nHnpqAnF6eBW5dz3oSHtMptAFcjRrJ_hkH2x-kVFDTUaAuxvEALw_wcB
https://www.hrw.org/
https://www.corporateaccountability.org/
http://www.international-council.org/
https://www.ethicaltrade.org/
https://www.responsiblebusiness.org/
https://sa-intl.org/
https://aboveground.ngo/
https://www.sourcingnetwork.org/
https://sites.tufts.edu/wpf/
https://shadowworldinvestigations.org/
https://www.gn-stat.org/
https://miningwatch.ca/
https://www.oilwatch.org/
https://londonminingnetwork.org/
http://www.minesandcommunities.org/
https://yestolifenotomining.org/
https://eiti.org/
https://www.pwyp.org/
http://www.corpwatch.org/
https://corporatewatch.org/
http://www.corporatecrimereporter.com/
https://www.corporateaccountability.org/
https://www.corp-research.org/home-page
https://www.goodjobsfirst.org/violation-tracker
http://www.transnationale.org/
https://corporateeurope.org/en
https://www.corp-research.org/corporaterapsheets
https://dirtdiggersdigest.org/
http://www.corporations.org/corplist.html
https://www.asyousow.org/
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• OpenCorporates
• Offshore Leaks from the International Consortium of Investigative Journalists
• Aleph Project from the Organized Crime and Corruption Reporting Project

https://opencorporates.com/
https://offshoreleaks.icij.org/
https://www.icij.org/
https://aleph.occrp.org/
https://www.occrp.org/en
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Description
There are over 370 million Indigenous peoples living 
in over 90 countries around the world, comprising a 
majority of the world’s linguistic and cultural divers-
ity. While they account for only 5% of the world’s 
population, they occupy 20% of the Earth’s land 
surface and steward an astonishing 80% of global 
biodiversity. However, due to a painful and endur-
ing legacy of colonial oppression, many Indigen-
ous populations remain marginalized in modern 
nation-states and face disadvantages that other 
groups do not. The dispossession of Indigenous 
lands is an ongoing process in settler colonial so-
cieties; in Canada, 76% of injunctions filed by cor-
porations against First Nations are granted, while 
conversely 81% of injunctions filed by First Nations 
against corporations are denied. The five largest 
Canadian banks provided over $49 billion in funds 
to Enbridge from 2016 to 2020, despite consistent 
and vehement opposition from numerous Indigen-
ous communities to the company’s Coastal GasLink 
pipeline which has not received the Free, Prior, and 
Informed Consent (FPIC) of affected communities. 
To learn more about what corporations should be 
doing to advance reconciliation and ensure FPIC in 
all project developments, continue reading this PDF 

Human
Wellbeing

2.2Indigenous 
Rights, and 

Reconciliation

https://www.nationalgeographic.com/environment/article/can-indigenous-land-stewardship-protect-biodiversity-
https://www.nationalgeographic.com/environment/article/can-indigenous-land-stewardship-protect-biodiversity-
https://redpaper.yellowheadinstitute.org/part-two-denial/
https://redpaper.yellowheadinstitute.org/part-two-denial/
https://stopthemoneypipeline.com/
https://stopthemoneypipeline.com/
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Issue Summary
There are over 370 million Indigenous Peoples living in over 90 countries around the world, com-
prising a majority of the world’s linguistic and cultural diversity. While they account for only 5% of 
the world’s population, they occupy 20% of the Earth’s land surface and care for an astonishing 
80% of global biodiversity. Indigenous Peoples  are often on the front lines of the fight against ex-
tractive capitalism; it is estimated that Indigenous resistance to fossil fuel projects has prevented 
1.6 billion metric tons of CO2 from entering the atmosphere in the last decade alone. At the same 
time, due to a painful and enduring legacy of colonial oppression, many Indigenous populations 
remain marginalized in modern nation-states and face disadvantages that other groups do not. 
Indigenous Peoples make up 15% of the world’s poor and one-third of the world’s extremely poor, 
and they are much more likely to face below-average life expectancies. 

Canada is a settler colonial state which continues to perpetuate systems of exploitation and op-
pression of the First Peoples of these lands. 89% of land in Canada is designated as ‘Crown Land’, 
a system of dispossession which gives the Canadian state sole control over Indigenous Traditional 
Territories. According to the Yellowhead Institute, the “state-industry complex that motivates land 
alienation is a major economic driver of the Canadian economy,” as billions of dollars in resources 
are extracted from Indigenous lands  every year. The Canadian state actively sanctions and co-
operates in the ongoing violation of Indigenous sovereignty, as evidenced by the fact that 76% of 
injunctions filed by corporations against First Nations are granted, while 81% of injunctions filed 
by First Nations against corporations are denied. To visualize the extent of the corporate invasion 
of Indigenous lands in Canada, view this mine sweeper map developed by the Yellowhead Insti-
tute. To rectify these imbalances, a nation-wide ‘Land Back’movement has emerged advocating 
for Indigenous control of Indigenous Traditional Territories, as advanced in the Institute’s seminal 
‘Red Paper’. 

Large Canadian banks and investors are complicit in this process. The five largest Canadian 
banks provided over $49 billion in funds to Enbridge from 2016 to 2020, despite consistent and 
vehement opposition from Indigenous communities such as the Red Lake Nation, the White Earth 
Band of Ojibwe, and Mille Lacs Band of Ojibwe to the company’s Line 3 pipeline that violates 
their treaty rights. It is estimated that Line 3 will add 193 million tons of greenhouse gases to the 
atmosphere on an annual basis. Enbridge has also secretly bankrolled local police departments 
in Minnesota to intimidate Indigenous land defenders and activists. In British Columbia, 26 major 
banks are funding construction of the Coastal GasLink pipeline despite resistance from the Tra-
ditional Hereditary Chiefs of the Wet’suwet’en people, who have not consented to the develop-
ment of this project through their lands. In December 2019 the UN Committee on the Elimination 
of Racial Discrimination called on Canada to immediately suspend construction of the Coastal 
GasLink pipeline in response to urgent reports filed the Wet’suwet’en, Secwepmec, and Dunne-za 
and Cree communities. This request went ignored. 

The violation of Indigenous sovereignty is not restricted to Canada, however. Around the world, 
Indigenous Peoples are facing the brunt of resource imperialism and neocolonial extractivism, 
often reinforced by violence from local police and private security personnel. 18% of the Amazon 
rainforest, one of the planet’s most biodiverse regions, is currently covered with large-scale min-
ing concessions, and 20% of these concessions are known to overlap with Indigenous territories. 
The government of Jair Bolsonaro has adopted a conscious mission to invade as many Indigenous 
lands as possible. The global Environmental Justice Atlas, a global database of mining-related 
conflicts, has identified over 1,500 ongoing conflicts over water, land, displacement, pollution, 

https://www.nationalgeographic.com/environment/article/can-indigenous-land-stewardship-protect-biodiversity-
https://www.nationalgeographic.com/environment/article/can-indigenous-land-stewardship-protect-biodiversity-
https://www.unglobalcompact.org/library/541
https://redpaper.yellowheadinstitute.org/part-two-denial/
https://redpaper.yellowheadinstitute.org/part-two-denial/
https://redpaper.yellowheadinstitute.org/mine-sweeper-map/
https://redpaper.yellowheadinstitute.org/wp-content/uploads/2019/10/red-paper-report-final.pdf
https://redpaper.yellowheadinstitute.org/wp-content/uploads/2019/10/red-paper-report-final.pdf
https://stopthemoneypipeline.com/
https://stopthemoneypipeline.com/
https://www.ran.org/wp-content/uploads/2020/12/RAN-Briefing_Line3_KXL.pdf?link_id=23&can_id=4198c2c8a6788aa761b492c2ad864ffb&source=email-more-info-stopline3-support-2&email_referrer=email_1032434&email_subject=follow-up-line-3-call-to-action-from-last-week
https://www.nationalobserver.com/2021/04/19/news/enbridge-accused-paying-us-police-harass-activists
https://www.ran.org/wp-content/uploads/2021/03/Banking-on-Climate-Chaos-2021.pdf
https://bccla.org/2021/05/bill-c-15-implementing-undrip-what-should-this-mean-for-the-first-nations-inuit-and-the-metis-in-relationship-to-canada/
https://rightsandresources.org/
https://www.wri.org/insights/mining-threatens-20-indigenous-lands-amazon
https://www.wri.org/insights/mining-threatens-20-indigenous-lands-amazon
https://www.hrw.org/news/2021/08/24/brazil-reject-anti-indigenous-rights-bill
https://www.hrw.org/news/2021/08/24/brazil-reject-anti-indigenous-rights-bill
https://ejatlas.org/
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and a variety of other issues. Similar maps are available from ResourceWatch and Global Forest 
Watch. 

Many observers have called attention to a global land grab that is occurring driven by agribusi-
ness and state-sponsored resource hoarding, primarily affecting nations in the Global South. As 
demand for resources and land rises around the world, this will exacerbate pressures on Indige-
nous communities and the ecosystems they steward. There is also the uncomfortable reality that 
the global green energy transition is likely to accelerate a worldwide boom in ‘green extractivism’ 
as the extraction of minerals required for electrification will accentuate threats to biodiversity, 
the integrity of habitats, Indigenous rights, and other issues. The World Bank estimates that the 
production of key minerals such as graphite, lithium and cobalt will need to increase by 500% 
by 2050 to meet the demand from clean energy technologies. Without concomitant safeguards 
for Indigenous sovereignty and community land rights, it is possible that the green transition will 
serve to accelerate the displacement of Indigenous communities. 

Key Considerations
Many companies are beginning to realize that infringing on Indigenous sovereignty is not just an 
ethical violation, but also a poor business decision. An analysis of 370 extractive sites based on 
or near Indigenous land found that 92% of companies had poor or non-existent relationships with 
Indigenous Peoples, making them medium to high-risk investments. Due to increased media at-
tention focused on Indigenous-led protests, the report found that 58% of companies had medium 
to high-risk exposure from negative media coverage. Activist investors are increasingly holding 
companies accountable for such violations; one example is the Canadian firm Tahoe Resources, 
which was accused of abetting human rights abuses at its Guatemalan mine (including multiple 
assassinations). Major investors in Tahoe Resources divested from the company due to ongoing 
opposition, and Tahoe Resources’ stock plummeted from a high of $27 to $4, while the mine was 
ultimately suspended. 

The UN Declaration on the Rights of Indigenous Peoples (UNDRIP) is the first framework at an 
international level to call for universal recognition of and respect for Indigenous sovereignty. As 
part of the process of atoning for Canada’s horrific treatment of First Nations, Inuit and Métis, 
the Truth and Reconciliation Commission of 2015 included in its 92nd Call to Action a call for “the 
corporate sector to adopt the United Nations Declaration on the Rights of Indigenous Peoples as 
a reconciliation framework and to apply its principles, norms and standards to corporate policy.” 
In 2021, Canada adopted Bill C-15, a legislative act which now binds the government to a process 
of ensuring that all of its policies and laws are aligned with UNDRIP. Although this represents a 
historic win for Indigenous rights, UNDRIP implementation should not be considered a cure-all. 
UNDRIP includes inherent limitations, such as the stipulation in Article 46 that nothing in the dec-
laration should be “construed as authorizing or encouraging any action which would dismember 
or impair, totally or in part, the territorial integrity or political unity of sovereign and independent 
States.” In effect, this clause provides Canada with the legal ammunition to claim that Indigenous 
self-determination threatens Canada’s territorial integrity. Both federal and provincial govern-
ments in Canada have announced that UNDRIP will be interpreted in accordance with Section 
35 of Canada’s Constitution, which implies that domestic laws will always take precedence over 
international principles. Such contradictions were on display in British Columbia, which passed 
its own law adopting UNDRIP in 2019 and yet did not intervene to prevent the forced eviction of 
Wet’suwet’en land defenders from their own territory. 

https://resourcewatch.org/data/explore/com022-Mining-Concessions?section=Discover&selectedCollection=&zoom=0.7940203344744898&lat=37.70252064871785&lng=8.263227387237933&pitch=0&bearing=0&basemap=dark&labels=light&layers=%255B%257B%2522dataset%2522%253A%2522c2142922-84d9-4564-8216-a4867b9e48c5%2522%252C%2522opacity%2522%253A1%252C%2522layer%2522%253A%2522a22bb834-eaf8-43c6-bb42-0e220a16ea2d%2522%257D%255D&aoi=&page=1&sort=most-viewed&sortDirection=-1
https://data.globalforestwatch.org/datasets/gfw::mining-concessions/explore?showTable=true
https://data.globalforestwatch.org/datasets/gfw::mining-concessions/explore?showTable=true
https://www.farmlandgrab.org/
https://www.tni.org/files/download/landgrabbingprimer-feb2013.pdf
https://www.tni.org/files/download/landgrabbingprimer-feb2013.pdf
https://www.landcoalition.org/en/
https://miningwatch.ca/blog/2021/10/29/we-can-t-mine-our-way-out-climate-crisis-real-action-needed-cop26
https://mahb.stanford.edu/wp-content/uploads/2014/12/Indigenous-Rights-Risk-Report.pdf
https://www.thestar.com/business/2018/09/04/tahoe-resources-stock-falls-more-than-20-after-guatemala-court-upholds-mine-suspension.html
https://www.un.org/development/desa/indigenouspeoples/wp-content/uploads/sites/19/2018/11/UNDRIP_E_web.pdf
https://www2.gov.bc.ca/assets/gov/british-columbians-our-governments/indigenous-people/aboriginal-peoples-documents/calls_to_action_english2.pdf
https://www.afn.ca/wp-content/uploads/2021/01/C-15_FAQ_ENG.pdf
https://www.ctvnews.ca/politics/c-15-what-you-need-to-know-about-law-that-could-redefine-indigenous-government-relations-in-canada-1.5438215
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At the centre of the debate surrounding Indigenous sovereignty is the concept of Free, Prior, and 
Informed Consent (FPIC), which requires that all extractive projects occurring on Indigenous land 
must occur with the freely given consent of affected communities as indicated before projects 
begin, and only once access to all necessary information has been ensured. FPIC includes three 
overlapping rights: the right to be consulted; the right to participate; and the right to their lands, 
Traditional Territories and resources. A comprehensive definition of FPIC is provided by the Yel-
lowhead Institute:
• Free: consent given voluntarily and without coercion, intimidation or manipulation, through a 

process that is self-directed by the community from whom consent is being sought, unencum-
bered by coercion, expectations, or timelines that are externally imposed;

• Prior: consent is sought sufficiently in advance of any authorization or commencement of ac-
tivities;

• Informed: the nature of the engagement and type of information that should be provided prior 
to seeking consent and also as part of the ongoing consent process;

• Consent: collective decision made by the rights holders and reached through the customary 
decision-making processes of the communities.

The Yellowhead Institute advances on this definition by providing four additional principles that 
further extend the concept of FPIC and introduce new responsibilities for companies operating 
on Indigenous lands: 
• Restorative: promotes the active and intentional centering of Indigenous models of gover-

nance and law and moving away from Western frameworks and definitions;
• Epistemic: accepts Indigenous knowledge frameworks and languages for understanding rela-

tionships to the land;
• Reciprocal: ensures that Indigenous people are not merely being asked to grant consent, but 

are determining the terms of consent;
• Legitimate: while community politics can be fraught, decisions about granting or withholding 

consent generally require representatives perceived as legitimate by the community, and with 
a stake in the decision (whether band council, hereditary council, youth, elders, all genders, 
and urban populations) to participate or be accommodated.

As the Institute has noted, existing regimes that seek to recognize Indigenous sovereignty and 
autonomy have so far proved insufficient to deliver on reconciliation goals. Many firms assume 
that merely consulting Indigenous Peoples on a proposed project is enough to prove FPIC, giving 
rise to the expression that “consultation is not consent.” The ‘Duty to Consult’ requirement for all 
Canadian federal and provincial governments does not give First Nations an ultimate veto over 
government actions. Additionally, many firms are inherently biased to view Indigenous consent as 
a means to reduce the potential costs associated with sustained legal and political battles, rather 
than a means to actually recognize Indigenous agency. As such, “both states and industry actors 
therefore privilege a more diluted version of FPIC as a participatory right, which results in a pro-
cedural obligation to seek consent through what is often technical (and symbolic) consultation 
rather than as a substantive obligation to recognise the decision-making authority of Indigenous 
peoples.” 

Many firms seeking to obtain Indigenous consent to extractive projects rely on the negotiation 
of ‘Impact Benefit Agreements’ (IBAs), a form of compensation provided to affected communi-
ties, which has the effect of displacing discussion of whether a project should commence or not 
with discussion about the attractiveness of the compensation package. IBAs have been shown to 

https://www.ohchr.org/en/issues/ipeoples/emrip/pages/studyfpic.aspx
https://www.ohchr.org/en/issues/ipeoples/emrip/pages/studyfpic.aspx
https://redpaper.yellowheadinstitute.org/wp-content/uploads/2019/11/consent-factsheet-final.pdf
https://redpaper.yellowheadinstitute.org/part-three-recognition/
http://www.mineral.ulaval.ca/en/transformative-potential-indigenous-driven-approaches-implementing-free-prior-and-informed-consent
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create a highly unequal environment given the fact that access to legal expertise is imbalanced, 
negotiation details are kept confidential, communities are pressured to negotiate as quickly as 
possible, and discussions often focus on quantifiable, short-term economic benefits rather than 
long-term costs which tend to be more qualitative in nature. IBAs should only be used as a mech-
anism for securing FPIC if they are accompanied by a real and substantive deliberative process 
that engages the entire community, and if they do not erode the community’s right to veto a proj-
ect after the IBA negotiation process has begun. 

who unanimously declared a moratorium on all development in the region. 

4. Supporting the Indigenous Economy 

Firms should also commit to advancing reconciliation goals by directly supporting the Indige-
nous economy through procurement policies, recruitment practices, building capacity, and other 
means. The National Aboriginal Economic Development Board estimates that if Indigenous Ca-
nadians were given the same education, training and employment opportunities as other Cana-
dians, their contributions could increase Canada’s GDP by $27.7 billion annually. For more infor-
mation on this topic, see the Indigenomics Institute developed by Carol Anne Hilton. 

According to analysis by SHARE, few firms are appropriately disclosing their contribution to the 
Indigenous economy. SHARE found that few companies have diversity policies or plans that ad-
dress Indigenous representation among employees and corporate leadership. Of 173 companies 
considered, only three firms identified Indigenous heritage as a quality sought in hiring board 
candidates. Only 5% of companies disclosed data about their training and education activities, 
such as the amount of funds provided in scholarships, while only 23% of firms described specific 
contracting or procurement policies for Indigenous businesses. To improve this situation, more 
firms should make explicit plans to integrate information about diversity and leadership, employ-
ment and advancement, contracting and procurement, training and education, and community 
investment into their annual reporting. In addition, to attract and retain Indigenous staff, compa-
nies must consider how they need to change their corporate culture and approaches to working 
to best support these individuals.

Firms hoping to improve their relations with Indigenous Peoples, and advance reconciliation goals 
in general, should review the best practices established by the Canadian Council for Aboriginal 
Business in their program on Progressive Aboriginal Relations. This guide includes specific recom-
mendations related to recruitment and retention, supply chain engagement, community invest-
ment, and customer relations. 

For more information about the integration of Indigenous peoples in the economy, review this 
report by the International Labour Organization (ILO) on the Indigenous and Tribal Peoples Con-
vention, as well as its work on economic and social rights for Indigenous peoples. 

5. Committing to Decolonization
 
Beyond committing to respecting Indigenous sovereignty, all companies should partake in the 
ongoing work of decolonization that entails unlearning settler colonial worldviews, understand-

https://www.chairedeveloppementnord.ulaval.ca/sites/chairedeveloppementnord.ulaval.ca/files/environmental_assessment_processes_and_the_implementation_of_indigenous_peoples_fpic.pdf
https://www.corporateknights.com/responsible-investing/are-mining-companies-hiding-indigenous-opposition/
http://www.naedb-cndea.com/reports/naedb_report_reconciliation_27_7_billion.pdf
https://indigenomicsinstitute.com/
https://share.ca/wp-content/uploads/2021/01/Business_and_Reconciliation_How_can_investors_evaluate_the_efforts_of_Canadian_public_companies.pdf
https://www.ccab.com/wp-content/uploads/2016/11/par_best_practices_final.pdf
https://www.ilo.org/global/publications/books/WCMS_735607/lang--en/index.htm
https://www.ilo.org/global/publications/books/WCMS_735607/lang--en/index.htm
https://www.ilo.org/global/publications/WCMS_792208/lang--en/index.htm
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ing Indigenous perspectives, and weaving decolonial practice throughout all organizations and 
institutions. Businesses should aim to understand the nature of settler colonialism, and the ways in 
which colonial legacies endure today. They should also make a commitment to genuine reconcil-
iation practices, and engage in cultural competency training exercises for Indigenous relations. 
All employees should be required to engage with critical texts, including the seminal book Indig-
enous Relations: Insights, Tips and Suggestions, as well as this Reconciliation Toolkit for Business 
Leaders developed by the Council of Aboriginal Peoples. 

Businesses must learn to appreciate and respect Indigenous Knowledge, and understand how 
this differs from that of Western culture. Firms must refrain from the theft of Indigenous Knowl-
edge, a problem that is particularly severe in the international pharmaceutical industry as well as 
in the work of Indigenous engagement. For guidance on this issue, see the First Nations Principles 
of OCAP® (Ownership, Control, Access, and Possession) of the First Nations Information Gover-
nance Centre. Businesses should also recognize that many principles of Indigenous Knowledge, 
such as systems thinking, relationality, and intergenerational reciprocity are principles that must 
underlie all theories of change that aim for genuine sustainable development, and articulate a 
commitment to Indigenous environmental justice. 

Above all, businesses should understand that decolonization is not a metaphor, and that genuine 
decolonial practice involves a commitment to prioritizing Indigenous voices, the land back move-
ment, reparations for colonial violence, and other forms of solidarity. For more information, see 
this Decolonization Toolkit as well as this solidarity action guide from the Resource Generation, as 
well as this article which illustrates the differences between the concepts of decolonization and 
Indigenization. 

Case Studies
Although there are far too many examples of corporate infringement on Indigenous rights, there 
are also case studies in which corporate-Indigenous relations involve a respect for communi-
ty decision-making processes and the articulation of FPIC. One such example comes from the 
Woodfibre Natural Gas project that involved the building of a liquefied natural gas processing 
and export facility in the heart of the traditional territory of the Squamish Nation. At the same 
time that the Squamish Nation was helping lead vocal opposition to the expansion of the Trans 
Mountain pipeline project, it was engaged in a community-driven impact assessment process 
with Woodfibre LNG that was funded by the company, and included a legally binding private 
agreement to respect the outcome of the community consultation process regardless of its result. 
A robust deliberative process occurred with a focus on community meetings and direct dialogue, 
ultimately generating 25 conditions and mitigation measures that were all unilaterally accepted 
by the project developer. Following this productive process, the Squamish Chiefs and Council en-
dorsed the project and consented to an Impact and Benefits Agreement. As this example shows, 
it is possible for companies to obtain FPIC when consultation processes are community-driven 
and corporations agree to respect the rights and voice of affected stakeholders in all situations. 

Organizations/Initiatives
For more information about Indigenous issues, UNDRIP, FPIC, land rights, and Indigenous environ-

https://unsettlingamerica.wordpress.com/2014/06/06/settler-colonialism-primer/
https://www.ictinc.ca/
https://www.ictinc.ca/books/indigenous-relations
https://www.ictinc.ca/books/indigenous-relations
http://www.abo-peoples.org/wp-content/uploads/2019/05/WP-Revised-Reconciliation-Toolkit_Digital_May12-compressed.pdf
http://www.abo-peoples.org/wp-content/uploads/2019/05/WP-Revised-Reconciliation-Toolkit_Digital_May12-compressed.pdf
https://blogs.ubc.ca/traditionalknowledgetechnology/revaluation-of-indigenous-cultures/what-is-indigenous-traditional-knowledge/
https://www.criaw-icref.ca/images/userfiles/files/Fact%20Sheet%202%20EN%20FINAL.pdf
https://www.opendemocracy.net/en/wests-ongoing-theft-of-indigenous-knowledge/
https://www.opendemocracy.net/en/wests-ongoing-theft-of-indigenous-knowledge/
https://fnigc.ca/ocap-training/
https://fnigc.ca/ocap-training/
https://www.commonground.org.au/learn/first-nations-systems-thinking
https://nonprofitquarterly.org/indigenous-communities-and-environmental-justice/
https://jps.library.utoronto.ca/index.php/des/article/view/18630
https://www.ihollaback.org/app/uploads/2021/07/Decolonization-Toolkit.pdf
https://resourcegeneration.org/land-reparations-indigenous-solidarity-action-guide/
https://www.ictinc.ca/blog/a-brief-definition-of-decolonization-and-indigenization
https://www.squamish.net/woodfibre-lng/
http://www.mineral.ulaval.ca/en/transformative-potential-indigenous-driven-approaches-implementing-free-prior-and-informed-consent
http://www.mineral.ulaval.ca/en/transformative-potential-indigenous-driven-approaches-implementing-free-prior-and-informed-consent
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mental justice, see information from the following organizations: 

Indigenous Organizations (Canada) 
• Assembly of First Nations
• Congress of Aboriginal Peoples 
• Inuit Tapiriit Kanatami 
• Chiefs of Ontario
• Union of BC Indian Chiefs
• Métis National Council 
• Native Women’s Association of CanadaNGOs (Canada)
• Yellowhead Institute
• Reconciliation Canada
• Indspire
• Indigenous Climate Action
• IISAAK OLAM
• Water First
• Raven Trust
• Canadian Council for Aboriginal Business 
• Raven Indigenous Capital Partners
• Legacy of Hope Foundation
• Canadian Roots Exchange
• First Nations Child and Family Caring Society
• True North Aid

Indigenous Organizations and NGOs (International) 
• International Indian Treaty Council 
• United Nations Permanent Forum on Indigenous Issues
• ICCA Consortium
• International Working Group for Indigenous Affairs
• Cultural Survival
• Survival International
• Grassroots International 
• Indigenous Environmental Network
• Forest Peoples Programme 
• Coalition for the Human Rights of Indigenous Peoples
• Minority Rights Group International
• Incomindios
• Land Rights Now
• Amazon Watch
• World Rainforest Movement
• Health of Mother Earth Foundation 
• Indigenous Rising
• Rights and Resources 
• Save Our Roots
• Environmental Justice Foundation 

https://www.afn.ca/
http://www.abo-peoples.org/en/
https://en.wikipedia.org/wiki/Inuit_Tapiriit_Kanatami
http://chiefs-of-ontario.org/
https://www.ubcic.bc.ca/
https://www2.metisnation.ca/
https://www.nwac.ca/
https://yellowheadinstitute.org/
http://reconciliationcanada.ca/staging/about/about-us/
https://indspire.ca/
https://www.indigenousclimateaction.com/
https://www.iisaakolam.ca/
https://waterfirst.ngo/
https://raventrust.com/
https://www.ccab.com/
https://ravencapitalpartners.ca/
https://legacyofhope.ca/
https://canadianroots.ca/
https://fncaringsociety.com/
https://truenorthaid.ca/
https://www.iitc.org/
https://www.un.org/development/desa/indigenouspeoples/unpfii-sessions-2.html
https://www.iccaconsortium.org/index.php/members-en/
https://www.iwgia.org/en/
https://www.culturalsurvival.org/
https://www.survivalinternational.org/
https://grassrootsonline.org/
https://www.ienearth.org/
https://www.forestpeoples.org/
https://www.declarationcoalition.com/
https://minorityrights.org/
https://www.incomindios.ch/de/
https://www.landrightsnow.org/
https://amazonwatch.org/
https://wrm.org.uy/
https://homef.org/
https://indigenousrising.org/
https://rightsandresources.org/
https://saveourroots.org/
https://ejfoundation.org/
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Description
Labour rights are human rights, and all firms 
have a responsibility to provide all employ-
ees with a living wage and safe and secure 
working conditions free from harassment 
and exploitation. Unfortunately, there are 
a multiplicity of ways that firms continue to 
infringe on labour rights, including through 
the abuse for indentured and forced labour, 
child labour, the exploitation of migrant 
workers, the harassment of union organiz-
ers, the misclassification of employees, the 
theft of wages and property, and other vio-
lations.  
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Issue Summary
Labour rights are human rights, and all firms have a responsibility to provide all employees with 
a living wage and safe and secure working conditions free from harassment and exploitation. 
Unfortunately, there are a multiplicity of ways that firms continue to infringe on labour rights, 
including through the abuse for indentured and forced labour, child labour, the exploitation of 
migrant workers, the harassment of union organizers, the misclassification of employees, the theft 
of wages and property, and other violations. 

Forced labour in global supply chains is a complex and multifaceted phenomenon, as outlined in 
this comprehensive topic review by the Human Rights and Business Dilemmas Forum. The orga-
nization Walk Free maintains a Global Slavery Index tracking trends in forced labour around the 
world, and they find that there are currently 40.3 million slaves worldwide, of whom 71% are wom-
en. To learn more about modern forms of slavery, see this informational guide from the Council on 
Foreign Relations. 

There are also over 160 million child labourers around the world, a figure which encompasses 
approximately one in every 10 human children. This number has increased significantly in recent 
years according to a multi-year study by the US Department of Labour. The number of children 
employed in hazardous work rose from 72.5 million in 2016 to 79 million in 2020. Despite the scale 
of this problem, only 26% of companies report on the results of their child labour policies, while 
only 10% have board-level accountability for child labour responsibilities. 

Additionally, many important labour protections that were won after years of working class ag-
itation have been slowly repealed by decades of neoliberal reforms. Since the 1980s, the share 
of labour as a proportion of national income in many industrialized democracies has declined 
significantly as a result of deunionization, automation, offshoring, wage stagnation, and a variety 
of other factors. A significant number of people are employed in forms of precarious labour that 
cause them to live paycheque to paycheque, while across the developing world millions of peo-
ple are paid paltry wages working 12 hour days to service global supply chains (particularly in the 
garment industry), or remain in the informal economy where they earn barely enough to feed their 
families. Globally, 327 million wage earners are paid at or below the applicable hourly minimum 
wage, representing 19% of all wage earners.

All corporations must pay their employees a living wage, even in regions without a statutory min-
imum wage. Additionally, employers must respect the right of employees to form unions  with 
the aim of obtaining collective bargaining agreements. We are currently entering a period of 
increased labour militancy, as evidenced by the dramatic rise in the number of unionization at-
tempts and the large increase in the number of resignations. These changes have put more power 
in the hands of workers, and forward-thinking companies should respond by improving labour 
relations and working conditions in an effort to retain valued employees. 

Key Considerations
Labour rights are governed globally by the International Labour Organization, which was found-
ed in 1919 with the creation of the League of Nations. All labour rights are enshrined in the 189 ILO 
Conventions and Protocols, some of which are legally binding and some voluntary. The eight fun-

https://www.globalslaveryindex.org/
https://www.globalslaveryindex.org/2018/findings/highlights/
https://www.dol.gov/sites/dolgov/files/ILAB/child_labor_reports/tda2020/2020_TDA_BigBook_Online_optimized.pdf
https://www.globalchildforum.org/wp-content/uploads/2018/11/Child-Labour-Policy_181120.pdf
https://blogs.lse.ac.uk/usappblog/2016/08/20/the-dark-side-of-economic-freedom-neoliberalism-has-deleterious-effects-on-labour-rights/
https://www.mckinsey.com/featured-insights/employment-and-growth/a-new-look-at-the-declining-labor-share-of-income-in-the-united-states
https://www.mckinsey.com/featured-insights/employment-and-growth/a-new-look-at-the-declining-labor-share-of-income-in-the-united-states
https://www.epi.org/publication/ib342-unions-inequality-faltering-middle-class/
https://news.mit.edu/2020/study-inks-automation-inequality-0506
https://www.citizen.org/article/more-job-outsourcing-more-income-inequality/
https://www.epi.org/publication/swa-wages-2019/
https://laborrights.org/issues/precarious-work
https://cleanclothes.org/poverty-wages
https://www.ilo.org/global/topics/employment-promotion/informal-economy/lang--en/index.htm
https://www.ilo.org/wcmsp5/groups/public/---dgreports/---dcomm/---publ/documents/publication/wcms_762534.pdf
https://theconversation.com/union-battles-at-amazon-and-starbucks-are-hot-news-which-can-only-be-good-for-the-labor-movement-172932
https://theconversation.com/union-battles-at-amazon-and-starbucks-are-hot-news-which-can-only-be-good-for-the-labor-movement-172932
https://www.forbes.com/sites/bryanrobinson/2021/06/11/the-great-resignation-migration-and-what-this-means-for-your-career/?sh=1c33ce6f69aa
https://www.ilo.org/global/standards/introduction-to-international-labour-standards/conventions-and-recommendations/lang--en/index.htm
https://www.ilo.org/global/standards/introduction-to-international-labour-standards/conventions-and-recommendations/lang--en/index.htm
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damental Conventions designated in the 1998 Declaration on Fundamental Principles and Rights 
of Work include the:
1. Freedom of Association and Protection of the Right to Organize Convention, 1948 
2. Right to Organize and Collective Bargaining Convention, 1949

3. Forced Labour Convention, 1930
4. Abolition of Forced Labour Convention, 1957
5. Minimum Age Convention, 1973 
6. Worst Forms of Child Labour Convention, 1999
7. Equal Remuneration Convention, 1951 
8. Discrimination (Employment and Occupation) Convention, 1958 

In Canada, labour rights are protected by the Canadian Human Rights Act, the Employment Eq-
uity Act, and the Canada Labour Code. The Canada Labour Code is divided into four parts re-
specting industrial relations, occupational health and safety, standard hours, wages, vacations 
and holidays, and administrative monetary penalties. 

At a global level, modern slavery is governed by the Bali Process on People Smuggling, Trafficking 
in Persons and Related Transnational Crime, which hosts a forum on government and business. 
Modern slavery takes many forms, perhaps the most common of which is debt bondance and 
the exploitation of workers through odious financial burdens achieved by withholding wages, or 
charging exorbitant recruitment fees and other recruitment costs. The ILO finds that 51% of work-
ers in situations of forced labour today experience debt bondance, particularly through abusive 
recruitment techniques. Modern slavery is also a product of restrictions on worker movement, of-
ten enabled by the retention of passports or other personal identification and travel documents. 

Child labour is defined as any labour that is physically or psychologically harmful to children and 
interferes with their ability to attend school, usually occurring anywhere between the ages of 5 
and 17. The worst forms of child labour, as outlined in ILO Convention No. 182, include all hazard-
ous child labour that is harmful to a child’s health, safety and morals, such as child slavery, traf-
ficking and engagement in armed conflict, and sexual exploitation. 

The right to a fair living wage is another core labour right. A fair wage is defined by the ILO as 
“a wage sufficient to maintain, in the circumstances of each country, an adequate standard of 
life.” The definition of a living wage is context-dependent and should be calculated on the basis 
of what income will provide a decent living in a particular region, given the fact that an official 
minimum wage is often not a fair wage in many jurisdictions. Other crucial labour rights included 
in terms of employment and working conditions include:
• Fair working hours;
• Proper employee classification;
• Freedom of association and collective bargaining;
• Adequate health and safety standards;
• Freedom from harassment and discrimination;
• Privacy.

Tools
Before evaluating performance on any particular labour rights issue, corporations should begin 

https://www.canada.ca/en/canadian-heritage/services/rights-workplace.html
https://laws-lois.justice.gc.ca/eng/acts/h-6/
https://laws-lois.justice.gc.ca/eng/acts/e-5.401/
https://laws-lois.justice.gc.ca/eng/acts/e-5.401/
https://laws-lois.justice.gc.ca/eng/acts/l-2/
https://www.canada.ca/en/services/jobs/workplace/federally-regulated-industries/canada-labour-code-parts-overview.html
https://www.baliprocess.net/bali-process-government-and-business-forum/
https://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:12100:0::NO::P12100_ILO_CODE:C182
https://www.ilo.org/wcmsp5/groups/public/---ed_protect/---protrav/---travail/documents/publication/wcms_557250.pdf
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by recognizing the value of their workforce using the Social and Human Capital Protocol devel-
oped by the Capitals Coalition, an approach which helps firms see their employees as valued 
partners rather than just expense items on an income statement.  

1. Forced Labour

Tracing the existence of forced labour in global supply chains is an extremely complex task. To 
help visualize forced labour risk, businesses should use the Comply Chain, Sweat & Toil, and Bet-
ter Trade tools developed by the US Department of Labour to help firms with compliance and 
accountability related to forced labour, child labour, and human trafficking. Firms should also 
review this comprehensive list of goods produced by forced or child labour when evaluating all 
sourcing decisions. 

The Fair Labour Association standards require that workers must not be bound to their jobs by 
debt, must have reasonable freedom of movement at work, and must not be forced to work over-
time. Know The Chain, a supply chain transparency organization, has developed a list of priority 
action areas for companies interested in reducing modern slavery throughout their value chains. 
These include developing a supplier code of conduct, establishing training programs and as-
signing clear managerial responsibility, conducting risk assessments, engaging with workers, sup-
pliers, and other stakeholders, and adopting a formal grievance mechanism. In particular, they 
recommend that companies disclose a policy which prohibits worker-paid recruitment fees, and 
uses the Employer Pays Principle to require suppliers to pay for recruitment fees and reimburse 
worker-paid fees where they occur. The UN Global Compact also has a business reference guide 
for reducing modern slavery. 

A database of company disclosures on modern slavery can be seen from the Business and Human 
Rights Resource Centre, which includes disclosures from over 18,000 firms. The most comprehen-
sive transparency guidelines are from the UK Government, and the Global Reporting Initiative as 
well as the Corporate Justice Coalition have also issued guidelines on supply chain transparency. 

The Danish Institute for Human Rights has developed a list of self-assessment questions for com-
panies analyzing the risk of modern slavery throughout their supply chains. These include: 
• Does the company refrain from threatening or coercing employees to work against their will, 

up to and including the use of violence?
• Does the company refrain from retaining the identity cards, passports, and other important 

personal documents of its employees?
• Does the company avoid hiring workers into bonded labour relationships involving salary ad-

vances or loans?
• Does the company refrain from withholding wages in an attempt to coerce additional labour 

from employees, or demanding deposits for any reason?
• Are company employees free to move around and leave the workplace and housing facilities, 

limited only by reasonable restrictions?
• If the company sources labour from a correctional facility or other government authority, does 

the company ensure that labourers have voluntarily consented to work and that the labourers 
are appropriately remunerated and supervised?

Other important red flags, as identified by Anti-Slavery International, include: 
• Do workers feel free to refuse overtime?

https://capitalscoalition.org/capitals-approach/social-human-capital-protocol/
https://www.dol.gov/general/apps/ilab-comply-chain
https://www.dol.gov/general/apps/ilab
https://www.dol.gov/agencies/ilab/better-trade-tool
https://www.dol.gov/agencies/ilab/better-trade-tool
https://www.dol.gov/agencies/ilab/reports/child-labor/list-of-goods
https://www.fairlabor.org/sites/default/files/documents/reports/forced_labor_guidance_update_july-2019.pdf
https://knowthechain.org/wp-content/uploads/KTC_Cross_sector_2019.pdf
https://knowthechain.org/wp-content/uploads/KTC_Cross_sector_2019.pdf
https://www.unglobalcompact.org/library/5616
https://www.business-humanrights.org/en/from-us/modern-slavery-statements/
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/1040283/Transparency_in_Supply_Chains_A_Practical_Guide_2017_final.pdf
https://www.globalreporting.org/standards/media/1024/gri-409-forced-or-compulsory-labor-2016.pdf
https://corporatejusticecoalition.org/wp-content/uploads/2016/03/CSO_TISC_guidance_final_digitalversion_16.03.16.pdf
https://old.business-humanrights.org/sites/default/files/2_Human%20Resources_0.pdf
https://www.antislavery.org/take-action/companies/forced-labour-business/
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• Did migrant workers pay a fee to get a job outside their hometown or country? What are the 
terms of repayment?

• Do workers retain complete control over their personal documents or have free access to them, 
if they are kept by their employer?

• Are workers paid on time, directly and in legal tender? Do they have payslips that accurately 
detail the hours they have worked and the rates which they are paid?

• Do you know who the workers are when you or your suppliers subcontract work? Are you aware 
of all subcontracting in your supply chain?

• Is prison labour used in the production of your goods?

The Business and Human Rights Resource Centre has analyzed the modern slavery statements 
of all the FTSE 100 companies, and issued a report identifying important gaps. For more informa-
tion on industry best practices, review this document highlighting positive case studies, as well 
as these case studies from the Danish Institute for Human Rights. There are also many innovative 
ways to use new technology, such as artificial intelligence, to combat modern slavery through the 
increased availability of data. 

For more information about modern slavery and business responsibility, see the resources com-
piled by Walk Free and the NGO resources developed by Corporate Crimes.

2. Child Labour 

For a thorough list of products that are likely to have been produced with forced or indentured 
child labour, review this report developed by the US Department of Labour. The ILO has also de-
veloped a mobile app called Checkpoints which helps decision makers create checklists to en-
sure a child labour-free operation. 

UNICEF, in partnership with the UN Global Compact and Save the Children, has developed a list 
of Children’s Rights and Business Principles meant to ensure business practices respect the rights 
and needs of children worldwide. These principles stipulate that all businesses must: 
1. Meet their responsibility to respect and support children’s rights and commit to supporting the 

human rights of children;
2. Contribute towards the elimination of child labour, including in all business activities and busi-

ness relationships;
3. Provide decent work for young workers, parents and caregivers;
4. Ensure the protection of children in all business activities and facilities;
5. Ensure that products and services are safe, and seek to support children’s rights through them;
6. Use marketing and advertising that respect and support children’s rights;
7. Respect and support children’s rights in relation to the environment and to land acquisition 

and use;
8. Respect and support children’s rights in security arrangements;
9. Help protect children affected by emergencies;
10. Reinforce community and government efforts to protect and fulfill children’s rights.

UNICEF has also published a document that serves as a business reference guide to the Chil-
dren’s Rights and Business Principles, with a series of recommendations for decision makers. A 
separate document includes a list of best practices associated with each principles, and another 
document outlines appropriate procedures for impact assessments related to child labour, with 

https://www.business-humanrights.org/en/from-us/modern-slavery-statements/ftse-100-report-2018-data-dashboards/
https://www.business-humanrights.org/en/from-us/modern-slavery-statements/ftse-100-report-2018-data-dashboards/
https://media.business-humanrights.org/media/documents/files/Modern_Slavery_Act_-_Positive_Actions_-_FINAL2.pdf
https://biz.sdg.humanrights.dk/salient-issue/forced-labour
https://humanrights.wbcsd.org/project/applying-technology-to-help-eradicate-recruitment-fee-debt-bondage-in-global-supply-chains/
https://humanrights.wbcsd.org/project/applying-technology-to-help-eradicate-recruitment-fee-debt-bondage-in-global-supply-chains/
https://www.business-humanrights.org/en/latest-news/artificial-intelligence-against-modern-slavery-report-explores-challenges-and-opportunities-of-using-ai-to-combat-modern-slavery-in-global-supply-chains/
https://www.walkfree.org/resources/
https://www.walkfree.org/resources/
https://corporate-crimes.org/offences/ngos-resources/
https://www.dol.gov/agencies/ilab/reports/child-labor/list-of-products
https://www.ilo.org/global/publications/WCMS_460491/lang--en/index.htm
http://childrenandbusiness.org/
https://d306pr3pise04h.cloudfront.net/docs/issues_doc%2Fhuman_rights%2FCRBP%2FChildrens_Rights_and_Business_Principles.pdf
http://childrenandbusiness.org/wp-content/uploads/2015/08/Business-Practice_August-2015.pdf
https://sites.unicef.org/csr/css/Children_s_Rights_in_Impact_Assessments_Web_161213.pdf
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specific self-assessment questions outlined on pages 7-11. Key self-assessment questions devel-
oped by the Danish Institute for Human Rights include: 
• Does the company respect minimum age standards in its hiring practices?
• Does the company have a process in place for monitoring, reporting and managing cases 

where children below the minimum age are discovered? 
• Does the company have clear procedures in place for identifying and addressing the worst 

forms of child labour, including hazardous work, trafficking, sexual exploitation, debt bondage 
and forced labour?

• Does the company have a formal grievance mechanism in place for receiving, processing, 
investigating and responding to reports of violations regarding the employment of children 
below the minimum age?

• Does the company have a defined approach to providing decent working conditions for young 
workers and student workers?

• Are apprenticeship programmes appropriately supervised, fairly administered and beneficial 
to the trainee/apprentice?

• Does the company have a zero-tolerance policy on violence, exploitation and abuse of chil-
dren, including but not limited to sexual exploitation and is there a process in place to identify, 
assess and monitor risks and impacts related to non-compliance?

The ILO has also published a series of guides and tools for businesses, with recommendations re-
lated to developing a policy commitment, assessing impacts, communicating performance, and 
engaging with stakeholders. This document is focused on the three ‘H’ topics, which include fair 
hiring, eliminating hazards, and reducing hours. The ILO has also published a second document 
specifically for employers, outlining a holistic approach that includes encouraging microfinance 
and skills training, improving wages and hiring family members, supporting education, and pay-
ing wages while children attend school. Building on this systemic approach, businesses should 
review this guide from Stop Child Labour which helps businesses make community partnerships 
designed to create child labour-free zones. 

The Global Reporting Initiative (GRI) has developed a standard for the disclosure of child labour 
risk and incident reporting. Companies should require disclosure of any allegations that involve 
hazardous work under the age of 18, child labour under the age of 15, children working excessive 
hours or that result in the death of a child, and child exploitation, including sexual exploitation. 

3. Terms of Employment

Companies should adopt an explicit policy on living wages, and should engage their suppliers to 
ensure the payment of living wages throughout the value chain. Companies should also adopt 
policies to eradicate wage theft and ensure all wages earned are accounted for. The Danish Insti-
tute for Human Rights has developed self-assessment questions for paying a living wage, which 
include:
• Does the company provide all employees with a wage that is sufficient to cover food and hous-

ing expenses and all other basic needs for themselves and their entitled official dependents?
• Is the value and type of non-cash remuneration or allowances provided to employees appro-

priate?
• Are employees paid the appropriate premium for overtime hours or hours worked during stat-

utory holiday periods?
• Are all workers, including home workers, informed of all essential wage information, and are 

https://old.business-humanrights.org/sites/default/files/2_Human%20Resources_0.pdf
https://old.business-humanrights.org/sites/default/files/2_Human%20Resources_0.pdf
https://d306pr3pise04h.cloudfront.net/docs/issues_doc%2Flabour%2Ftools_guidance_materials%2FILO-IOE-child-labour-guidance.pdf
https://www.ilo.org/wcmsp5/groups/public/---asia/---ro-bangkok/documents/publication/wcms_117865.pdf
https://www.ilo.org/wcmsp5/groups/public/---asia/---ro-bangkok/documents/publication/wcms_117865.pdf
https://d306pr3pise04h.cloudfront.net/docs/issues_doc%2Flabour%2FCreating_Child_Labour_Free_Zones.pdf
https://www.globalreporting.org/standards/media/1023/gri-408-child-labor-2016.pdf
https://www.workersrights.org/issues/wage-theft/
https://www.workplacefairness.org/payhours
https://old.business-humanrights.org/sites/default/files/2_Human%20Resources_0.pdf
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their salaries and benefits accurately calculated?
• Are all paycheck deductions properly authorised, legitimate, transparent and accurately cal-

culated?
• Are wages paid on a regular and frequent time schedule, and in a safe manner?
• Does the company contribute to national unemployment, sickness and pension benefit 

schemes, workers compensation and invalidity/disability schemes, or establish such schemes 
if none exists at the national level?

Firms should use the IDH Roadmap on Living Wages to help generate living wage benchmarks for 
every region that they source from. The Vancity Credit Union has also developed a roadmap for 
a living wage, which includes steps to help employees gain the support of leadership, review the 
current employee base and supply chain, and set a budget figure. To help companies more accu-
rately value their employees, the Shift Project has developed an accounting methodology called 
‘Accounting for a Living Wage’. For case studies involving fair wage claims, see these resources 
from the Danish Institute for Human Rights. 

All employees should also be asked to work a fair amount of hours, within a maximum defined by 
the ILO at eight hours per day, or 48 hours per week. Client expectations, or payment based on 
piecework, are two common factors leading to longer working hours. In all circumstances, over-
time should be purely voluntary and paid at a higher rate. Company policies on working hours 
should be in compliance with local laws, and communicated to all employees. Companies should 
also disclose any allegations involving forced or excessive overtime (defined as employees work-
ing more than 60 hours a week on an ongoing basis). Policies on working hours should include the 
following:
• Minimum paid holiday of at least three weeks per year;
• Maternity or paternity leave;
• Maximum working hours per day, especially for industrial and commercial sectors;
• Limits on overtime;
• Reasonable rest periods;
• Adequate weekly rest periods;
• Leave of absence for medical reasons;
• Flexible working arrangements;
• Advance notice of work schedule.

Employees also have the right to be classified appropriately, as employee classifications can 
significantly affect a person’s benefits and responsibilities, and the legal liability the company 
faces with regard to the employment contract. In their contracts, employees should also not be 
expected to agree to unethical concealment clauses, including non-disclosure agreements or 
non-compete agreements (forms of concealment clauses which are becoming increasingly con-
troversial.) Employees also have the right to be dismissed or laid off in a fair and ethical manner, 
with appropriate procedural safeguards and compensation, in accordance with national laws 
and union agreements. For further information about hiring classifications, see these resources 
from Workplace Fairness. 

Employee classification is particularly important for workers in the ‘gig economy’, such as Uber 
drivers or other temporary and flexible jobs, who are often not classified as employees but rather 
‘independent contractors’ to save companies both money and administrative burden. Gig work 
and other forms of precarious labour have been identified by the Shift Project as a red flag for 
human rights, given that gig work often fails to satisfy minimum standards of fair work such as liv-

https://www.idhsustainabletrade.com/living-wage-platform/
https://www.vancity.com/SharedContent/documents/pdfs/Vancity-LivingWageRoadmap.pdf
https://www.vancity.com/SharedContent/documents/pdfs/Vancity-LivingWageRoadmap.pdf
https://shiftproject.org/accounting-for-a-living-wage/
https://biz.sdg.humanrights.dk/salient-issue/wages
https://biz.sdg.humanrights.dk/salient-issue/working-hours
https://old.business-humanrights.org/sites/default/files/2_Human%20Resources_0.pdf
https://old.business-humanrights.org/sites/default/files/2_Human%20Resources_0.pdf
https://www.workplacefairness.org/nondisclosure-agreements
https://www.workplacefairness.org/non-compete-agreements
https://www.ft.com/content/61dead66-65cb-4e07-a12a-c079ff406aa1?sharetype=blocked
https://www.ft.com/content/61dead66-65cb-4e07-a12a-c079ff406aa1?sharetype=blocked
https://www.workplacefairness.org/terminationunemployment
https://www.workplacefairness.org/hiring-classifications
https://www.business-humanrights.org/en/big-issues/technology-human-rights/gig-economy/
https://shiftproject.org/resource/redflag-17/
https://shiftproject.org/resource/redflag-17/
https://www.oii.ox.ac.uk/news-events/news/oxford-report-reveals-best-and-worst-practices-in-gig-economy/
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ing wage guarantees, protections from task-related risks, and the provision of avenues to appeal 
decisions. Employers should commit to classifying their employees appropriately, and not using 
gig labour as an excuse to disrespect basic rights associated with conventional employment. 
Companies should also commit to better transparency around gig work practices, and perform a 
self-assessment using the Fairwork protocol. 

4. Freedom of Association 

Unionization attempts are fought by many large corporations, who retaliate against their employ-
ees that advocate for union agreements. Union-busting is a common technique used by corpo-
rations to intimidate their employees into voting against union proposals. There are many ways 
that corporations attempt to disempower unionization attempts, including by harassing workers 
with anti-union messaging, threatening to fire employees that vote to unionize, hosting heavily 
biased anti-union assemblies, and other tactics outlined in this union-busting playbook. To learn 
more information about corporations using union-busting tactics, see this Union-Busting Tracker 
developed by Labor Lab. 

According to the Corporate Human Rights Benchmark, companies must respect the right of work-
ers to form a trade union of their choice and provide worker representatives with the facilities to 
advocate for collective bargains, while retaining from intimidation or harassment of union orga-
nizers. Importantly, companies operating in politically unstable countries must also make sure to 
embed a respect for labour rights defenders throughout their policies and procedures, as union 
activists and other labour rights advocates in countries in the Global South are often in danger 
from armed groups or even paid assassins. 

To ensure respect for freedom of association, corporations should adopt policies that reflect the 
following principles:
•   Workers shall not be discriminated against on the basis they belong to a trade union;
• Workers shall have the right to develop a parallel means of independent free association to 

protect their rights, such as forming an internal workers group, if the law restricts the right for 
a worker associate freely;

• Employers are prohibited to use intimidation, unreasonable searches, or police and military 
force to obstruct workers’ right to freedom of association;

• Workers’ organizations have the right to conduct their activities without employer interference, 
including the right for workers to convene meetings without the presence of management;

• Workers are free to meet and discuss workplace issues during breaks at work and before and 
after work;

• Workers are free to choose with whom they communicate their concerns;
• Workers shall have the right to freely choose representatives to organize workers;
• Workers can personally, or through workers’ representatives, engage in dialogue with man-

agement, inspect working conditions and carry out other organizing activities that do not 
disrupt factory management;

• Employers should not prohibit or impede individual unions affiliation with larger regional, na-
tional or international unions or federations;

• Managers should be trained in freedom of association compliance.

Important self-assessment questions related to freedom of association include:
• If trade unions do not exist in the area of operation, or only state authorized organizations are 

https://www.business-humanrights.org/en/from-us/briefings/the-future-of-work-litigating-labour-relationships-in-the-gig-economy/
https://fair.work/en/fw/homepage/
https://www.nytimes.com/2021/03/16/technology/amazon-unions-virginia.html
https://www.unionbustingtactics.org/
https://www.epi.org/publication/fear-at-work-how-employers-scare-workers-out-of-unionizing/
https://unionbustingplaybook.com/
https://www.laborlab.us/unionbustingtracker
https://www.business-humanrights.org/en/big-issues/human-rights-defenders-civic-freedoms/labour-rights-defenders/
https://old.business-humanrights.org/sites/default/files/2_Human%20Resources_0.pdf
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allowed, does the company facilitate or allow the establishment of alternative measures to 
allow employees to gather independently to discuss work-related problems?

• Does the company provide union representatives with access to company property to meet 
with employees, and provide them with the information required for carrying out their respon-
sibilities?

• Does the company effectively prohibit intimidation, harassment, retaliation and violence 
against union members and union representatives?

• Does the company remain neutral as regards employees’ membership in any particular trade 
union and allow trade unions to operate independently?

• Does the company recognise the elected worker representatives, and their trade unions, and 
engage with them in good faith in collective bargaining concerning all important workplace 
concerns?

• Does the company comply with the terms of collective bargaining agreements, including the 
mechanisms for dispute resolution?

• Does the company cooperate fully with labour inspectors, and remedy deficiencies that they 
identify?

• Does the company refrain from dismissing union officials during their office tenure for anything 
other than serious misconduct, and does it accept the burden of justifying the validity of such 
dismissals?

The GRI has developed a standard for disclosure on the freedom of association and collective 
bargaining. Corporations should disclose all allegations that involve systematic opposition to 
employees’ unionization attempts, interferences in union activities, and refusals to recognize 
unions. 
For case studies related to freedom of association and collective bargaining, review these re-
sources by the Human Rights and Business Dilemmas Forum. 

5. Working Conditions
 
All employees have the right to working environments in which they feel mentally and physically 
safe from harm. Harassment and exploitation in the workplace must not be tolerated, and all 
employees must have the ability to feel respected and empowered in their working environments. 
Workers should not be harassed, face sexual violence, or be disciplined with physical punish-
ments or mental or physical coercion. Companies must adopt policies to prevent workplace ha-
rassment, and to redress grievances wherever they occur. 

Special attention must be paid to the treatment of migrant workers, who frequently experience 
labour rights abuses given their marginalized position (often as undocumented immigrations). As 
outlined by Business for Social Responsibility, common violations include: 
• Passport withholding;
• Incidents of bonded labor;
• Contract substitution;
• Non-payment of wages and/or illegal deductions/withholdings;
• Lack of protection under national law;
• Lack of access to functioning dispute resolution channels;
• Lack of access to organized labor and/ or civil society support networks. 

Companies must abide by the Dhaka Principles for migration with dignity, which also come with 

https://www.globalreporting.org/standards/media/1022/gri-407-freedom-of-association-and-collective-bargaining-2016.pdf
https://www.workplacefairness.org/harassment
https://corporate-crimes.org/offences_category/rape-sexual-violence/
https://www.unepfi.org/humanrightstoolkit/core.php
https://www.unepfi.org/humanrightstoolkit/core.php
https://www.ihrb.org/dhaka-principles/
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implementation guidance for responsible recruitment policies. Businesses should also follow these 
guidelines from Business for Social Responsibility about responsible recruitment and supplier en-
gagement, as well as these general principles for fair recruitment developed by the ILO. Migrant 
workers are also more likely than other groups to require company housing, in particular on agri-
cultural projects, and many of these company facilities do not meet appropriate standards. The 
Danish Institute for Human Rights stipulates that all facilities must come with adequate access to 
water, sanitation, and basic public services, and be designed to withstand natural hazards and 
disease. For more information about migrant workers rights, check out the online database from 
Migrant Workers Rights Global. 

Employees also have the right to work in environments that operate according to optimal health 
and safety standards. Companies must have policies in place to prevent and remediate injuries 
and other health damages, including by providing proper training, supervision, safety devices, 
and personal protective equipment. Companies should disclose all information related to rates 
of injury and fatality, the total number of days lost to health-related incidents, and any other ma-
jor accidents within a company’s operations or throughout its supply chain that involve a failure 
to abide by health and safety standards. The GRI has developed a health and safety disclosure 
standard to record all such accidents. For more information on workplace health and safety, see 
these self-assessment questions from the Danish Institute for Human Rights. 

Employees also have the right to privacy, and should not be subject to intrusive surveillance prac-
tices. Employers should minimize their use of workplace surveillance technologies, which have 
been shown to significantly reduce job satisfaction and increase stress. Workers should also be 
permitted not to share private or sensitive personal information, without fear of retaliation. 

Case Studies
Of all the industries that chronically fail to pay workers a living wage, the global textiles and gar-
ment sector is possibly the worst culprit. There are many reports of garment workers subsisting on 
starvation wages, while working in unclean, unsafe environments for up to 100 hours a week. Anal-
ysis by the Clean Clothes campaign has shown that 93% of major multinational fashion brands 
fail to pay their workers a living wage, while some brands like H&M have yet to deliver on promises 
to increase wages. 

Companies must abide by internationally recognized minimum floor wages, such as those ad-
vocated by the Asia Floor Wage Alliance, in order to ensure that fair wages are being paid by all 
supply chain partners. Fairphone, the ethical smartphone company, demonstrated in 2020 that 
it was possible to pay a living wage for workers at one of its Chinese suppliers by raising the price 
of its phones by just €1.50 per unit. 

Organizations/Initiatives
For more information about labour rights, modern slavery, and corporate employment practices, 
check out the following organizations: 
• International Labour Organization
• Workplace Fairness

https://www.ihrb.org/dhaka-principles/implementation-guidance
http://www.bsr.org/reports/BSR_LaborMigrationRoleforBusiness.pdf
https://www.ilo.org/wcmsp5/groups/public/---ed_protect/---protrav/---migrant/documents/publication/wcms_536755.pdf
https://old.business-humanrights.org/sites/default/files/2_Human%20Resources_0.pdf
http://www.migrantworkersrights.net/en/global/all
https://www.workplacefairness.org/healthsafetyinjury
https://www.workplacefairness.org/healthsafetyinjury
https://www.globalreporting.org/standards/media/1910/gri-403-occupational-health-and-safety-2018.pdf
https://www.globalreporting.org/standards/media/1910/gri-403-occupational-health-and-safety-2018.pdf
https://old.business-humanrights.org/sites/default/files/3_%20Workplace%20Health%20and%20Safety.pdf
https://www.ethicalsystems.org/workplace-surveillance/
https://www.workplacefairness.org/privacysurveillance
https://laborrights.org/sites/default/files/publications/Our%20Voices,%20Our%20Safety%20Online_1.pdf
https://laborrights.org/sites/default/files/publications/Our%20Voices,%20Our%20Safety%20Online_1.pdf
https://fashionchecker.org/
https://www.vox.com/2018/2/27/17016704/living-wage-clothing-factories
https://asia.floorwage.org/
https://sustainablebrands.com/read/supply-chain/idh-10-global-companies-take-action-towards-living-wages
https://www.ilo.org/global/lang--en/index.htm
http://workplacefairness.ca/
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• Fair Labour Association
• Jobs with Justice
• International Labour Rights Forum
• Canadian Foundation for Labour Rights
• Walk Free
• Anti-Slavery International
• Save the Children
• UNICEF
• Worker Rights Consortium
• US Department of Labour
• Canadian Labour Congress
• Public Services International
• AFL-CIO

https://www.fairlabor.org/
https://www.jwj.org/
https://laborrights.org/
https://labourrights.ca/
https://www.walkfree.org/
https://www.antislavery.org/?gclid=Cj0KCQiAjJOQBhCkARIsAEKMtO2El9x7AMHiVeoP5oA9vWxCVIbBp54L81fQQAOhExrl6ZEj5ouhQw4aAnHFEALw_wcB
https://www.savethechildren.ca/
https://www.unicef.org/
https://www.workersrights.org/
https://www.dol.gov/
https://canadianlabour.ca/
https://publicservices.international/
https://aflcio.org/


81

Description
Despite the fact that social and environ-
mental issues disproportionately affect low 
income and minority groups, most C-suite 
leadership and boards still consist of white 
people, mostly men, and people with priv-
ilege. In Canada, racialized women earn 
58 cents, and racialized men 76 cents, for 
every dollar that is earned by white men. 
Although it became a universal conven-
tion for firms to espouse their commitment 
to diversity and inclusion practices, many 
organizations simply resort to mandatory 
diversity programs without understanding 
the fact that the majority of diversity pro-
grams fail. To learn more about what firms 
should be doing to advance equity and dis-
mantle systemic racism, sexism, ableism, 
and other forms of discrimination within 
their organization, continue reading this 
PDF guide.

Human
Wellbeing

2.4Inclusion, 
Justice, and Non-

Discrimination 

https://www.ryerson.ca/diversity/Presentations/DL2020_Slides.pdf
https://www.ryerson.ca/diversity/Presentations/DL2020_Slides.pdf
https://www.ryerson.ca/diversity/Presentations/DL2020_Slides.pdf
https://www.ryerson.ca/diversity/Presentations/DL2020_Slides.pdf
https://ocasi.org/new-fact-sheets-show-growing-racial-disparities-canada
https://ocasi.org/new-fact-sheets-show-growing-racial-disparities-canada
https://hbr.org/2016/07/why-diversity-programs-fail
https://hbr.org/2016/07/why-diversity-programs-fail
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Issue Summary
While increased attention has been paid in recent years to diversity, equity, and inclusion issues, 
the reality is that our society is still rife with injustices that uphold systems of power and exclusion. 
Despite the fact that social and environmental issues disproportionately affect low income and 
minority groups, most C-suite leadership and boards still consist of white people, mostly men, and 
people with privilege. In Canada, racialized women earn 58 cents, and racialized men 76 cents, 
for every dollar that is earned by white men. In America, Black family wealth is eight times lower 
on average than the wealth of white families. 

In 2020, following a series of protests over police brutality in the United States, it became a univer-
sal convention for firms to espouse their commitment to diversity and inclusion practices. How-
ever, many of these claims can be considered examples of “performative allyship”, where orga-
nizations speak out against racial injustice but do not follow with robust and meaningful action. 
A report by Alternatives Watch finds that 70% of investment teams still have no plans to allocate 
funds to diverse or minority and women-owned businesses–despite the fact that 39% of compa-
nies surveyed were found to have a Chief Diversity Officer on their staff. Additionally, many orga-
nizations simply resort to mandatory diversity programs without understanding the fact that the 
majority of diversity programs fail. This is due to the fact that they:  
1. Are not led by the people they seek to target, and actively exclude younger people;
2. Are not given adequate resources or influence within organizational operations;
3. Fail to take systemic racism into consideration;
4. Fail to address the holistic change that is required to create truly inclusive spaces. 

Systemic racism is a complex issue that cannot be solved by simply imposing a diversity hiring 
policy. Systemic or structural racism includes complex processes such as environmental racism, 
or the form of racism in which patterns of pollution disproportionately affect racialized popula-
tions. Even in some of the wealthiest countries in the world, climate vulnerability and air pollution 
perpetuate environmental injustice. Lower income communities, who also tend to be dispropor-
tionately Black, Indigenous, and People of Colour, are more likely to suffer from respiratory dis-
eases caused by environmental pollution. Black Americans are exposed to 56% more pollution 
than they cause, while white Americans breathe 17% less air pollution than they produce. In Can-
ada, similar patterns of environmental racism exist with Indigenous Peoples and other racialized 
groups. At a global level, climate change is exacerbating inequalities between nations and ag-
gravating historical inequities. While climate change disproportionately affects vulnerable na-
tions in the Global South, these low-income nations are only responsible for 8% of historic carbon 
emissions (with 92% coming from the Global North). The unequal distribution of climate impacts 
has led some to proclaim that climate change is simply a continuation of colonialism. 

Firms that seek to take action on sustainability issues must consider racial and social justice as 
well, otherwise their interventions will risk reproducing real world inequities. For example, the ap-
proach that many financial actors take towards pricing climate risk into investment decisions 
could have the very clear consequence of increasing the costs of capital for some of the world’s 
most vulnerable populations, and further making it difficult for them to adapt to climate damag-
es. Equity and inclusion must be seen as sustainability issues, as sustainability cannot be disen-
tangled from larger questions of environmental and climate justice. A climate justice lens should 
be applied to all policies and procedures in the public and private sectors. For more information 
about centring climate justice in business decisions, see this guide from B Lab. 

https://www.ryerson.ca/diversity/Presentations/DL2020_Slides.pdf
https://www.ryerson.ca/diversity/Presentations/DL2020_Slides.pdf
https://ocasi.org/new-fact-sheets-show-growing-racial-disparities-canada
https://www.mckinsey.com/featured-insights/diversity-and-inclusion/its-time-for-a-new-approach-to-racial-equity
https://fortune.com/2020/06/19/performative-allyship-working-while-black-white-allies-corporate-diversity-racism/
https://firebasestorage.googleapis.com/v0/b/sfactor-website.appspot.com/o/Finding-the-S-in-ESG.pdf?alt=media
https://hbr.org/2016/07/why-diversity-programs-fail
https://www.youtube.com/watch?v=nKhIYFDnCoY
https://www.youtube.com/watch?v=nKhIYFDnCoY
https://www.ted.com/talks/david_lammy_environmental_justice_is_racial_justice/transcript
https://www.ted.com/talks/david_lammy_environmental_justice_is_racial_justice/transcript
https://ecojustice.ca/environmental-racism-in-canada/
https://ecojustice.ca/environmental-racism-in-canada/
https://www.thelancet.com/journals/lanplh/article/PIIS2542-5196(20)30196-0/fulltext
https://www.dw.com/en/the-global-injustice-of-the-climate-crisis-food-insecurity-carbon-emissions-nutrients-a-49966854/a-49966854
https://niche-canada.org/2021/12/13/climate-change-is-colonialism/
https://www.nationalobserver.com/2020/10/13/opinion/pricing-climate-risk-could-be-risk-its-own
https://www.nationalobserver.com/2020/10/13/opinion/pricing-climate-risk-could-be-risk-its-own
https://www.corporateknights.com/climate-and-carbon/climate-lens/
https://www.corporateknights.com/climate-and-carbon/climate-lens/
https://pardot.bcorporation.net/climate-justice-playbook-for-business-2021?_ga=2.57496810.1570219719.1644622330-1824611830.1633877567
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Key Considerations
Organizations seeking to advance equity in society and combat the marginalization of minorities 
should first familiarize themselves with some core concepts related to social and environmental 
justice. Racial Equity Tools has compiled a list of core concepts and definitions, while the Aspen 
Institute has also prepared a glossary of terms related to structural racism. 

A key idea is the understanding that equity and equality, while related, are two different concepts. 
Equality entails providing everyone with the same resources and opportunities regardless of their 
needs, whereas equity entails providing everyone with the differing levels of resources and oppor-
tunities that they need in order to appropriately level the playing field. Seeking to achieve equali-
ty is often not sufficient to overcome forms of inequity, as it can fail to recognize the varied needs 
of different minority groups. Related to equity is the concept of intersectionality, which expresses 
the fact that society creates many systems of disadvantage (i.e. racism, sexism, ableism, etc) that 
can often overlap and reinforce one another in the lives of individuals with multiple marginalized 
identities. 

Systemic oppression builds on the idea of intersectionality to convey the idea that there are many 
overlapping forms of discrimination operating at any given time, which work systematically to 
marginalize oppressed groups while privileging the needs of dominant groups. Systemic oppres-
sion recognizes that these forms of discrimination operate at the level of institutions and struc-
tures, but also through more tacit cultural patterns and norms. One form of systemic oppression is 
white supremacy, which is the underlying system of racial discrimination that continues to uphold 
the increased political and economic hegemony of people of European/Caucasian descent at 
the expense of other racialized groups. White supremacy is the result of colonialism and the sub-
jugation of non-European races through enslavement, land theft, and an assemblage of other 
practices. Although diverse, multicultural democracies have made some strides in advancing 
racial equality, white supremacy continues to structure human society through forms of structural 
racism and implicit bias which operate in ways that are often invisible to dominant groups. Hid-
den biases are a key enabler of all systems of discrimination, and working to overcome these more 
implicit forms of prejudice are a key component of creating a more inclusive culture and society. 

Many companies pay lip service to the idea of diversity and inclusion, but do not sufficiently com-
mit to principles of true social justice or examine and problematize the underlying structures of 
systemic oppression. It is important that all organizations be held accountable to their promises 
to advance racial and social equity, and avoid forms of ‘racewashing’ that consist of virtue-sig-
nalling without real action. 

Tools
1. Increasing Diversity

Firms should begin by performing a self-assessment to test their degree of inclusivity and diver-
sity, and to identify areas for improvement. This questionnaire from Pathways to Prosperity cov-
ers eight key areas related to diversity throughout an organization: leadership and governance, 

https://www.racialequitytools.org/resources/fundamentals/core-concepts
https://www.aspeninstitute.org/wp-content/uploads/files/content/docs/rcc/RCC-Structural-Racism-Glossary.pdf
https://www.globalcitizen.org/en/content/equity-equality-whats-the-difference-global-goals/
https://www.ohrc.on.ca/en/intersectional-approach-discrimination-addressing-multiple-grounds-human-rights-claims/introduction-intersectional-approach
https://www.nationalequityproject.org/frameworks/lens-of-systemic-oppression
https://www.racialequitytools.org/resources/fundamentals/core-concepts/system-of-white-supremacy-and-white-privilege
https://ssir.org/articles/entry/the_office_door
https://www.racialequitytools.org/resources/fundamentals/core-concepts/structural-racism
https://www.racialequitytools.org/resources/fundamentals/core-concepts/structural-racism
https://www.nationalequityproject.org/frameworks/implicit-bias-structural-racialization
https://www.rbc.com/diversity-inclusion/_assets-custom/includes/pdf/Outsmarting_our_brains_Overcoming_hidden_biases.pdf
https://www.rbc.com/diversity-inclusion/_assets-custom/includes/pdf/Outsmarting_our_brains_Overcoming_hidden_biases.pdf
https://hbr.org/2020/12/how-to-hold-your-company-accountable-to-its-promise-of-racial-justice
https://medium.com/swlh/how-to-avoid-corporate-blackwashing-e59822279ea4
http://p2pcanada.ca/wp-content/blogs.dir/1/files/2014/07/York-region-Strengthening-Your-Organizational-Diversity-and-Inclusivity-A-Self-Assessment-Tool.pdf
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service delivery, employment practices, contracting and purchasing, professional development, 
community relations, and monitoring and performance. Companies can also use the Diversity 
Tool created by Civicus, which allows firms to test themselves on culture, infrastructure, learning 
and accountability, project management, and other dimensions. For anti-racist practices spe-
cifically, firms should take this self-assessment test from the Coalition for Diversity and Inclusion. 

To see more ideas for diversity programs that actually work, see this Harvard Business Review ar-
ticle. Firms should begin to evaluate the strength of their diversity strategies and identify areas for 
improvement by using this guide from Deloitte. This resource identifies three key steps for reform, 
which include: 
• Conduct a needs assessment to evaluate what you currently offer the workforce for DEI. This 

can include:  
• Cataloging, reviewing, and rationalizing existing DEI learning and evaluation data;
• Understanding current DEI strengths and skill gaps and compiling preliminary recom-

mendations for tailored learning program objectives.
• Develop a holistic DEI learning strategy that aligns and activates your DEI, people, and busi-

ness strategies. This can include:
• Conducting a stakeholder workshop to align on the desired future state of DEI learning;
• Developing learner personas and sample learner experience maps to define the desired 

learning experience for each learner segment (Operators, Team Members, Field, Staff);
• Determining learning delivery modalities (e.g. web-based labs, e-learning modules, and 

virtual train-the-trainer toolkits).
• Stand up a DEI learning ecosystem to provide learners with multiple points of entry and forums 

to digitally collaborate on their learning journeys. This can include:
• Creating a DEI learning curriculum, including learning assets and visual framework, to 

execute on the DEI learning strategy (e.g., learning journey for each learning persona);
• Establishing learning governance and stakeholder alignment processes;
• Identifying optimal type and sequence of implementation, considering resources. 

Organizations should also report on their diversity metrics. The Global Reporting Initiative (GRI) 
has a standard for disclosure related to diversity and equal opportunity, asking firms to disclose 
the demographic composition of their governance bodies, as well as the ratio of base salary and 
remuneration of women to men for each employee category. 

There are many technological solutions that have been developed to improve the granularity 
and reliability of diversity reporting. One such tool comes from Diversio, which uses AI to evaluate 
the performance of diversity strategies. The Canadian Coalition for Diversity and Inclusion also 
has a diversity meter, and a paid consulting practice. For more paid tools, check out this list of 
resources.

2. Advancing Racial Equity 

Organizations should also develop specific inclusion strategies that help them advance racial 
equity and transform into an anti-racist organization. Firms should consult the comprehensive 
Racial Equity Playbook developed by the BlackNorth initiative in partnership with the Boston 
Consulting Group. The Playbook includes six main pillars: 
1. Build and shape an inclusive pipeline and equitable hiring process across all levels and func-

tions;

https://diversitytool.civicus.org/
https://diversitytool.civicus.org/
https://c4disc.pubpub.org/pub/e5545yw1/release/2?readingCollection=9a476dc8
https://hbr.org/2020/05/diversity-and-inclusion-efforts-that-really-work
https://hbr.org/2020/05/diversity-and-inclusion-efforts-that-really-work
https://www2.deloitte.com/us/en/blog/human-capital-blog/2021/inclusive-workplace-with-unconscious-bias-training.html
https://www.globalreporting.org/standards/media/1020/gri-405-diversity-and-equal-opportunity-2016.pdf
https://diversio.com/
https://ccdiconsulting.ca/assessment-services/diversity-meter/
https://www.techtarget.com/searchhrsoftware/feature/20-diversity-and-inclusion-tools-to-power-your-DEI-program
https://www.techtarget.com/searchhrsoftware/feature/20-diversity-and-inclusion-tools-to-power-your-DEI-program
https://blacknorth.ca/playbook/
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2. Create equitable development opportunities for retention and promotion;
3. Reduce and eradicate any like-for-like racial compensation gaps;
4. Build a diverse procurement and vendor network that supports and promotes equity;
5. Include minority groups with an equitable company portfolio and brand;
6. Support organizations and communities advancing racial equity through communication, fi-

nancial contributions and actions.

Firms should also urge their senior leaders to join the CEO Pledge hosted by the BlackNorth ini-
tiative, which includes a commitment that 3.5% of executive and board roles be held by Black 
leaders, that Black students need make up at least 5% of the companies’ student workforce, and 
that 3% of donations and sponsorships be directed to Black communities.

The Harvard Business Review has identified ten commitments companies must make to advance 
genuine racial justice. These include: 
1. Commit to anti-racism personnel policies and racial-equity training.
2. Commit to pay equity.
3. Commit to giving employees a voice.
4. Commit to supporting full participation in democracy.
5. Commit to lobbying for good.
6. Commit to paying a living wage. 
7. Commit to paid parental and sick leave.
8. Commit to full health care coverage for all employees and support national health care.
9. Commit to an employee emergency relief fund or low-cost loan program.
10. Commit to democratize employment applications.

Racial Equity Tools has compiled many resources to help firms in this transition, assisting orga-
nizations to plan and act upon diversity strategies, and then evaluate their results. The National 
Equity Project also has a series of frameworks and tools for this purpose. Firms should begin by 
performing an impact assessment of their existing impacts on racial equity by using this frame-
work and this tool, both developed by Race Forward. 

Firms should aim to build community-wide support for racial equity through community agree-
ments that are mutually agreed upon and reflect the organization’s core values. The National 
Equity Project also has tools for developing and implementing community agreements. As discus-
sions about race can often be contentious and politically challenging, facilitators should use this 
guidance from the National Equity Project, as well as this resource about how to talk effectively 
about race. 

For more information about advancing racial equity, check out the work of the NAACP in the Unit-
ed States, as well as this suite of e-learning courses developed by the Government of Canada. 

3. Advancing Gender Equity 

Firms also have a responsibility to advance gender equity and reduce gender-based discrimi-
nation. The UN Global Compact has also developed women’s empowerment principles for busi-
nesses to abide by, and developed a framework for corporate action on women’s health and 
empowerment. Firms can begin by performing a basic gender gap analysis using this tool based 

https://blacknorth.ca/wp-content/uploads/2020/09/CEO-Pledge.pdf
https://hbr.org/2020/06/the-10-commitments-companies-must-make-to-advance-racial-justice
https://www.racialequitytools.org/
https://www.nationalequityproject.org/resources/frameworks
https://www.nationalequityproject.org/resources/tools
https://www.raceforward.org/sites/default/files/RacialJusticeImpactAssessment_v5.pdf
https://www.raceforward.org/sites/default/files/RacialJusticeImpactAssessment_v5.pdf
https://racc.org/wp-content/uploads/2015/12/An-Introduction-to-Racial-Equity-Assessment-Tools.pdf
https://www.nationalequityproject.org/tools/developing-community-agreements
https://www.nationalequityproject.org/community-agreements-implementing-monitoring-repairing
https://www.nationalequityproject.org/facilitator-tips-challenging-meetings
https://www.nationalequityproject.org/facilitator-tips-challenging-meetings
https://www.socialwork.career/2015/09/race-matters-how-to-talk-effectively-about-race.html
https://naacp.org/
https://www.csps-efpc.gc.ca/tools/jobaids/tools-combat-racism-eng.aspx
https://biz.sdg.humanrights.dk/salient-issue/gender-discrimination
https://biz.sdg.humanrights.dk/salient-issue/gender-discrimination
https://www.unglobalcompact.org/library/65
https://www.unglobalcompact.org/library/5720
https://weps-gapanalysis.org/
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on the women’s empowerment principles, and also perform a social audit with respect to gender 
equality using this framework developed by Business for Social Responsibility. The OECD has also 
developed guidelines for responsible business conduct on gender issues, which include a require-
ment for firms to adopt policies related to equal pay, eliminating sexual harassment, and other 
concerns. 

For more information about gender equity issues, check out Equileap, the world’s largest provider 
on gender equality data, as well as these case studies from the Human Rights and Business Dilem-
mas Forum. More tools are also available from the Business and Human Rights Resources Centre. 

4. Advancing Disability Equity 

Diversity and inclusion initiatives must necessarily include concern for the rights of disabled per-
sons, and efforts to increase workplace accessibility and improve opportunities for people with 
disabilities. The UN Global Compact has developed a Guide for Business on the Rights of Persons 
with Disabilities that focuses specifically on alignment with UN core human rights instruments. 
RespectAbility has developed a detailed guide for including people with disabilities that focuses 
on culture, staffing, communication, and event planning. Firms should also review the complete 
guide to disability developed by Diversity for Social Impact, which includes a list of all possible 
workplace accommodations for persons with disabilities. Firms should pay particular attention 
towards reviewing their hiring practices, and make specific policies for the hiring of people with 
both physical and mental disabilities.  

5. Fighting Discrimination

Businesses have a responsibility to eliminate all forms of discrimination and harassment through-
out their organization and value chains. The Danish Institute for Human Rights has developed a 
series of self-assessment questions related to workplace discrimination, which include: 
• Does the company apply only relevant and objective criteria when making decisions related 

to hiring, promotions, compensation and benefits?
• Does the company refrain from favouring or discriminating against employees on the basis of 

their opinions, expression, thoughts, conscience, or religion?
• Does the company ensure that managers do not discriminate against employees, and partic-

ularly women, based on their marital status, pregnancy, maternity/paternity leave, or parent-
hood?

• Does the company make reasonable accommodations to provide disabled applicants and 
workers with equality of treatment and opportunity at the workplace?

• Does the company make reasonable efforts to accommodate the expressive conduct and 
religious and cultural practices of its employees?

• Are workers able to freely exercise worker rights and report suspected violations or abuses of 
their rights and entitlements by the employer without fear of retaliation, discipline or termina-
tion?

• Has the company implemented measures to prevent and address harassment, violence and 
other forms of discrimination in the workplace?

• Does the company have a responsive grievance mechanism for receiving, processing and re-
solving the grievances of its workers?

• If the company offers benefits (such as health insurance or pension schemes) to spouses and 

https://www.bsr.org/reports/BSR_Gender_Equality_in_Social_Auditing_Guidance.pdf
http://mneguidelines.oecd.org/mneguidelines/Responsible-Business-Conduct-and-Gender.pdf
https://equileap.com/
https://www.business-humanrights.org/en/big-issues/gender-business-human-rights/tools-guidance/
https://www.unglobalcompact.org/library/5381
https://www.unglobalcompact.org/library/5381
https://www.respectability.org/
https://www.respectability.org/inclusive-philanthropy/how-to-include-people-with-disabilities/
https://diversity.social/
https://accessibilitycanada.ca/wp-content/uploads/2016/01/The-Road-to-Inclusion-Integrating-people-with-disabilities-into-the-workplace-Deloitte.pdf
https://old.business-humanrights.org/sites/default/files/2_Human%20Resources_0.pdf
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dependents of employees, does it extend the same benefits to employees with non-traditional 
families, such as those with same sex couples and adopted children?

• Do part-time workers have employment benefits, protections, and working conditions compa-
rable to those of full-time employees?

Firms should report on incidents of harassment according to this GRI disclosure standard, as well 
as remediation actions taken to prevent future abuses. For actions related to LGBT rights and is-
sues, firms should evaluate themselves according to the Corporate Equality Index developed by 
the Human Rights Campaign. 

For more information about workplace discrimination, see this discussion by Workplace Fairness, 
and these case studies from the Danish Institute for Human Rights. 

6. Enhancing Well-being

Firms should make an effort to enhance the well-being of their employees by contributing to a 
work culture that makes people feel valued and fulfilled. Corporations should recognize the in-
herent limits of corporate wellness programs, which have been unsuccessful thus far, and engage 
directly with employees to develop initiatives that are tailored to their needs. Corporations should 
also use this comprehensive toolkit from the Mental Health Commission of Canada to help them 
develop workplaces that promote positive mental health and increase employee well-being. Cor-
porations should also use the WELL Building Standard to develop interior design and workplace 
layouts that are conducive to employee well-being and overall mental and physical health. 

Case Studies
For success stories of Canadian firms that have improved their diversity and inclusion practices, 
see this list of case studies developed by the Canadian Coalition for Diversity and Inclusion. An 
inspiring case of organizational change comes from McCarthy Tétrault, an influential Canadian 
law firm, that hired its first Chief Diversity and Engagement Officer in 2013. Since then, the or-
ganization has increased the share of women on its board to 45% (exceeding its 2017 target of 
25%), developed a Parental Support Program to help new parents juggling work and taking care 
of children, and also launched a Pride Network, the first of its kind in a major Canadian law firm. 

Organizations/Initiatives
For more information on diversity and inclusion issues, anti-racism, social justice, and the fight 
against oppression and discrimination, check out the following organizations: 
• NAACP
• Black Lives Matter
• Colour of Change
• BlackNorth Initiative 
• Canadian Race Relations Foundation
• UN Women 
• Plan International

https://www.globalreporting.org/standards/media/1021/gri-406-non-discrimination-2016.pdf
https://www.hrc.org/resources/corporate-equality-index
https://www.workplacefairness.org/employment-discrimination
https://biz.sdg.humanrights.dk/salient-issue/discrimination-and-harassment
https://www.strategy-business.com/article/Why-corporate-well-being-initiatives-need-to-get-personal
https://www.strategy-business.com/article/Why-corporate-well-being-initiatives-need-to-get-personal
https://hbr.org/2015/05/corporate-wellness-programs-make-us-unwell
https://www.mentalhealthcommission.ca/wp-content/uploads/drupal/2019-01/aspiring_workforce_toolkit_2019_eng.pdf
https://www.wellcertified.com/certification/v2/
https://ccdi.ca/success-stories/
https://ccdi.ca/media/1411/20171106-communications-success-story-mccarthy-t%C3%A9trault-en.pdf
https://naacp.org/
https://blacklivesmatter.com/
https://colorofchange.org/
https://blacknorth.ca/
https://www.crrf-fcrr.ca/en/
https://www.unwomen.org/en
https://plan-international.org/
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• Global Fund for Women
• Womankind Worldwide
• Equality Now 
• Canadian Women’s Foundation 
• Human Rights Campaign
• PFLAG
• GLAAD 
• Inclusion Canada
• International Disability Alliance 
• Council of Canadians with Disabilities
• Disabled Peoples’ International
• Rehabilitation International

https://www.globalfundforwomen.org/
https://www.womankind.org.uk/
https://www.equalitynow.org/
https://canadianwomen.org/
https://www.hrc.org/
https://pflagcanada.ca/
https://www.glaad.org/
https://inclusioncanada.ca/
https://www.internationaldisabilityalliance.org/
http://www.ccdonline.ca/en/about/
http://www.dpi.org/
http://www.riglobal.org/
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Description
Whether it is through the sale of unsafe products, 
predatory practices related to customer acquisi-
tion,  or the exploitation of customer information, 
there are many ways that businesses can infringe 
on consumer welfare. Consumer protection re-
gimes have been installed in many jurisdictions, 
but they are not always effective. A particularly 
egregious example of the violation of consumer 
welfare occurred in the US mortgage sector before 
the 2008 financial crisis, in which banks and other 
institutions coerced consumers into signing up for 
adjustable rate mortgages without their know-
ledge. Similarly, the undisclosed use of customer’s 
data, particularly its sale to unidentified third par-
ties, is an unethical violation of consumer welfare 
and individual privacy. To learn more about what 
firms should be doing to protect consumer wel-
fare and promote transparency in all transactions, 
continue reading this PDF guide. 

Human
Wellbeing

2.5Consumer 
Welfare

https://knowledge.wharton.upenn.edu/article/victimizing-the-borrowers-predatory-lendings-role-in-the-subprime-mortgage-crisis/
https://knowledge.wharton.upenn.edu/article/victimizing-the-borrowers-predatory-lendings-role-in-the-subprime-mortgage-crisis/
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Issue Summary
Whether it is through the sale of unsafe products, predatory practices related to customer ac-
quisition,  or the exploitation of customer information, there are many ways that businesses can 
infringe on consumer welfare. Consumer protection regimes have been installed in many jurisdic-
tions, but they are not always effective. A particularly egregious example of the violation of con-
sumer welfare occurred in the US mortgage sector before the 2008 financial crisis, in which banks 
and other institutions coerced consumers into signing up for adjustable rate mortgages without 
their knowledge, and caused an epidemic of home foreclosures and evictions that dispropor-
tionately affected racialized communities. Similar scandals occur with alarming regularity in the 
financial sector, as evidenced by the recent Wells Fargo account fraud scandal. The Business and 
Human Rights Resources Centre has identified aggressive sales-maximization tactics as a threat 
to human rights. 

Similarly, the undisclosed use of customer’s data, particularly its sale to unidentified third par-
ties, is an unethical violation of consumer welfare driven by fundamentally extractive surveillance 
capitalist business models. The accumulation and manipulation of personal data poses great 
risks to our society, as it facilitates the commodification of human nature, an increase in mental 
health issues and addiction, political polarization and fake news, and many other problems. The 
use of artificial intelligence for facial recognition technology is a particularly outrageous privacy 
violation, and Facebook recently announced plans to shut down its controversial facial recogni-
tion system in a rare capitulation to public backlash. 

Key Considerations
The Danish Human Rights Institute has generated a list of self-assessment questions related to 
product quality and marketing practices, which include: 
• Does the company ensure that its products meet the highest health and safety standards?
• Does the company attempt to mitigate inappropriate uses of its products, which violate the 

privacy of others?
• If the company provides a utility which is a basic public service, does it provide access on a 

non-discriminatory basis and comply with the highest international and national standards 
regarding the provision and quality of the service?

• Does the company ensure that military, security or police equipment it produces are not used 
for torture or other cruel, inhuman or degrading treatment or punishment?

• Does the company take appropriate measures to prevent dual-use products from being used 
for acts of torture and other cruel, inhuman or degrading treatment or punishment?

• Does the company refrain from researching, manufacturing or selling equipment that is banned 
under international humanitarian law, or which is especially designed to commit torture or oth-
er atrocities against humans?

• Does the company refuse to manufacture, sell or distribute deadly or life-threatening products, 
and take adequate measures to prevent harm in use or consumption of its other products?

• Does the company refrain from using or encouraging the dissemination of discrimination, hate 
speech or incitement to violence in its advertising and marketing campaigns?

• Does the company protect customer data by obtaining customers’ consent before it shares 
their customer data with other companies or business partners, and by disposing of customer 

https://knowledge.wharton.upenn.edu/article/victimizing-the-borrowers-predatory-lendings-role-in-the-subprime-mortgage-crisis/
https://www.reuters.com/article/us-usa-foreclosures-race-idUSTRE6930K520101004
https://www.nytimes.com/2020/02/21/business/wells-fargo-settlement.html
https://shiftproject.org/resource/redflag-22/
https://www.nytimes.com/2020/01/24/opinion/sunday/surveillance-capitalism.html
https://www.nytimes.com/2020/01/24/opinion/sunday/surveillance-capitalism.html
https://www.centreformentalhealth.org.uk/blogs/anxiety-loneliness-and-fear-missing-out-impact-social-media-young-peoples-mental-health
https://www.centreformentalhealth.org.uk/blogs/anxiety-loneliness-and-fear-missing-out-impact-social-media-young-peoples-mental-health
https://www.addictioncenter.com/drugs/social-media-addiction/
https://www.brookings.edu/blog/techtank/2021/09/27/how-tech-platforms-fuel-u-s-political-polarization-and-what-government-can-do-about-it/
https://www.vox.com/policy-and-politics/2020/12/22/22195488/fake-news-social-media-2020
https://www.nytimes.com/2021/11/02/technology/facebook-facial-recognition.html
https://old.business-humanrights.org/sites/default/files/4_%20Product%20Quality%20and%20Marketing%20Practices.pdf
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information properly?
• Does the company respect the right to privacy in its marketing practices?

Tools
For information pertaining to ongoing consumer protection issues, see the Consumer Watchdog 
and its research on the nexus between consumer issues, corporate misbehavior and political cor-
ruption. For information about product safety issues, see Shep the Consumer Watchdog, as well 
as resources from the Consumer Product Safety Commission.

The Global Reporting Initiative has released several disclosure standards related to consumer 
protection, which include standards on customer health and safety, customer privacy, marketing 
and labelling, and fines and sanctions. 

The OECD has released a set of guidelines for responsible business conduct in the context of dig-
italization. For more information about data privacy options and consumer protection, see this 
comprehensive guide to best practices related to customer privacy and consent, as well as this 
guide from the US Federal Trade Commission. For more information on compliance with privacy 
law in Canada, see this privacy guide for businesses compiled by the Office of the Privacy Com-
missioner of Canada. The Business and Human Rights Resources Centre has also developed a 
knowledge hub related to digital freedom. 

The OECD also has a knowledge hub related to financial consumer protection. For more infor-
mation about best practices in consumer protection for the financial sector, see these guidelines 
from the Financial Services Commission of Ontario, as well as this report from the Financial Con-
sumer Agency of Canada. 

Case Studies
The recent decision by Apple to introduce new App Tracking Transparency features to its iPhones 
that are designed to limit the unsolicited sharing of customer data without explicit consent is a 
positive step in the right direction. This decision had the consequence of eroding $10 billion in rev-
enue for major social media firms, as well as precipitous declines in market capitalization. More 
firms in the technology sector should implement similar measures to protect customer data, and 
to innovate new business models that do not depend on the extraction and sale of data without 
consent. 

Organizations/Initiatives
For more information about consumer protection, data privacy, and other issues, see the follow-
ing organizations:
• Consumer Watchdog 
• Shep the Consumer Watchdog
• Consumer Financial Protection Bureau
• Consumer Product Safety Commission

https://consumerwatchdog.org/
https://shepwatchdog.org/
https://www.cpsc.gov/
https://www.globalreporting.org/standards/media/1031/gri-416-customer-health-and-safety-2016.pdf
https://www.globalreporting.org/standards/media/1033/gri-418-customer-privacy-2016.pdf
https://www.globalreporting.org/standards/media/1032/gri-417-marketing-and-labeling-2016.pdf
https://www.globalreporting.org/standards/media/1032/gri-417-marketing-and-labeling-2016.pdf
https://www.globalreporting.org/standards/media/1034/gri-419-socioeconomic-compliance-2016.pdf
http://mneguidelines.oecd.org/rbc-and-digitalisation.htm
https://www.the-future-of-commerce.com/2021/08/25/customer-data-compliance-and-consent/
https://www.ftc.gov/tips-advice/business-center/guidance/protecting-personal-information-guide-business
https://www.ftc.gov/tips-advice/business-center/guidance/protecting-personal-information-guide-business
https://www.priv.gc.ca/media/2038/guide_org_e.pdf
https://www.business-humanrights.org/en/big-issues/technology-human-rights/digital-freedom/
https://www.oecd.org/finance/financialconsumerprotection.htm
https://www.fsco.gov.on.ca/en/about/superintendent_guidelines/pages/fair-treatment-guidelines.aspx
https://www.canada.ca/en/financial-consumer-agency/programs/research/best-practices-financial-consumer-protection.html
https://www.forbes.com/sites/kateoflahertyuk/2021/11/06/apples-new-iphone-privacy-features-cost-facebook-10-billion/?sh=3f591c7231cd
https://consumerwatchdog.org/
https://shepwatchdog.org/
https://www.consumerfinance.gov/
https://www.cpsc.gov/
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• Consumer Protection Ontario
• Financial Consumer Agency of Canada
• Office of the Privacy Commissioner of Canada
• Privacy International
• Electronic Frontier Association
• Electronic Privacy Information Center
• Center for Democracy and Technology
• European Data Protection Board
• European Digital Rights

https://www.ontario.ca/page/consumer-protection-ontario
https://www.canada.ca/en/financial-consumer-agency.html
https://www.priv.gc.ca/en/
https://privacyinternational.org/
https://www.eff.org/
https://epic.org/
https://cdt.org/
https://edpb.europa.eu/edpb_en
https://edri.org/
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Description
Corporate lobbying, when left unchecked, can im-
pede the functioning of democratic systems and lead 
to regulatory capture. In the United States, campaign 
finance laws have been rewritten to allow for the un-
limited corporate funding of elections, with the result 
that enormous pools of ‘dark money’ have been used 
to influence election outcomes and advance an an-
ti-labour, anti-environment agenda. Influential do-
nors, such as Charles and David Koch of Koch Indus-
tries, have spent decades developing sophisticated 
networks of think tanks, lobbying coalitions, and fake 
grassroots advocacy groups in order to eliminate con-
sumer or environmental protection laws and under-
mine democratic accountability. While the situation in 
Canada is not as dire, DemocracyWatch has summa-
rized over 100 loopholes in Canadian law that allow for 
secret donations and conflicts of interests. Particularly 
troubling are the lobbying activities of the Canadian 
fossil fuel sector, an industry that is highly organized, 
well-connected, and often opposed to robust climate 
action. To learn more about how firms should be dis-
closing their political activities, continue reading this 
PDF guide. 

Business
Ethics

3.1Corporate 
Lobbying

https://www.newyorker.com/magazine/2021/08/09/the-big-money-behind-the-big-lie
https://www.newyorker.com/magazine/2010/08/30/covert-operations
https://www.newyorker.com/magazine/2010/08/30/covert-operations
https://www.sourcewatch.org/index.php/State_Policy_Network
https://www.alecexposed.org/wiki/ALEC_Exposed
https://www.theguardian.com/us-news/2018/sep/26/koch-brothers-americans-for-prosperity-rightwing-political-group
https://www.theguardian.com/us-news/2018/sep/26/koch-brothers-americans-for-prosperity-rightwing-political-group
https://democracywatch.ca/summaryofloophole/#General
https://www.policyalternatives.ca/sites/default/files/uploads/publications/BC%20Office%2C%20Saskatchewan%20Office/2019/11/ccpa-bc_cmp_BigOil_web.pdf
https://www.policyalternatives.ca/sites/default/files/uploads/publications/BC%20Office%2C%20Saskatchewan%20Office/2019/11/ccpa-bc_cmp_BigOil_web.pdf
https://environmentaldefence.ca/report/oil_barrier_climate_action_canada/
https://environmentaldefence.ca/report/oil_barrier_climate_action_canada/
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Issue Summary
Far too often, concerns about corporate political activity are isolated from discussions of sustain-
able development. Many corporations show a discrepancy between their public-facing rhetoric, 
which aim to convey the image of sustainability leadership, and the private political positions 
they adopt when attempting to influence policymakers. Groups such as the Business Roundtable, 
the largest corporate lobbying group in the United States, have faced accusations of hypocrisy 
for voicing their opposition to President Biden’s ‘Build Back Better’ agenda, despite issuing state-
ments ostensibly in favour of the bill’s goals. Their logic is simple: they oppose the tax increases 
that would be required to fund these proposals. 

Research shows that corporate lobbying is a lucrative endeavour with a high return on investment. 
One study demonstrated that for each dollar spent lobbying for tax cuts, firms receive returns of 
more than $220.15, while another demonstrated that firms with the highest lobbying intensities 
significantly outperform their peers. Additionally, without transparency or accountability frame-
works in place, lobbying can have seriously adverse social and environmental consequences, 
even representing a threat to the integrity of democratic systems. In the United States, campaign 
finance laws have been rewritten to allow for the unlimited corporate funding of elections, with 
the result that enormous pools of ‘dark money’ have been used to influence election outcomes 
and advance an anti-labour, anti-environment agenda. Influential donors, such as Charles and 
David Koch of Koch Industries, have spent decades developing sophisticated networks of think 
tanks, lobbying coalitions, and fake grassroots advocacy groups in order to eliminate labour laws 
and environmental protections, lower taxes, reduce public spending on healthcare and educa-
tion, and dismantle voting rights in order to benefit their bottom line. Investigative journalist Jane 
Meyer has demonstrated how corporate-backed groups are currently advocating for the voter 
suppression laws and electoral reforms that may succeed in restoring Donald Trump to the pres-
idency in 2024. 

While the situation in Canada is not as dire, DemocracyWatch has summarized over 100 loop-
holes in Canadian law that allow for “dishonesty, secret donations to some candidates and to 
political party trust funds, conflicts of interest by policy-makers, excessive government secrecy, 
secret, [and] unethical lobbying.” 2020 marked the largest ever increase in the number of lobby-
ing encounters between corporate agents and federal politicians in Canada. In its campaign to 
end the influence of money in politics, DemocracyWatch has compiled a list of political donation 
systems in Canada that show ample evidence of corruption within the Canadian government. 
Particularly troubling are the lobbying activities of the Canadian fossil fuel sector, an extractive 
industry that is highly organized, well-connected, and systematically opposed to robust climate 
action. Canadian oil and gas firms habitually position themselves as leaders in ‘sustainable’ or 
‘clean’ energy, even while participating in industry associations like the Canadian Association of 
Petroleum Producers that frequently adopt anti-climate positions. 

At a global level, lobbying against climate action is a pervasive and well-documented phenom-
enon. Research by Naomi Oreskes has demonstrated how fossil fuel firms such as ExxonMobil 
spent decades funding public disinformation campaigns to slander climate scientists and pro-
posed legislative reforms, even while privately recognizing the scale of the problem. Climate 
Action 100+, an investor coalition, has found that only 10% of companies they target have fully 
aligned their lobbying practices with the demands of the Paris Agreement, and from 2010 to 2016 
firms fighting against climate legislation outspent environmental groups by a factor of ten to one. 
Fossil fuel lobbyists were the largest delegation to appear at the COP26 conference in 2021, mak-

https://www.theguardian.com/commentisfree/2021/sep/26/why-corporate-social-responsibility-is-bs
https://www.washingtonpost.com/us-policy/2021/08/31/business-lobbying-democrats-reconciliation/
https://purpose.businessroundtable.org/
http://www.accountable.us/wp-content/uploads/2021/08/20210602_Corporations-Who-Lobbied-On-Tax-Increases-Are-Tax-Avoiders-1-1.pdf
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=1375082
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=1375082
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=1014264
https://www.opensecrets.org/dark-money/basics
https://www.newyorker.com/magazine/2010/08/30/covert-operations
https://www.sourcewatch.org/index.php/State_Policy_Network
https://www.sourcewatch.org/index.php/State_Policy_Network
https://www.alecexposed.org/wiki/ALEC_Exposed
https://www.theguardian.com/us-news/2018/sep/26/koch-brothers-americans-for-prosperity-rightwing-political-group
https://inthesetimes.com/article/koch-anti-union-janus-supreme-court
https://www.greenpeace.org/usa/fighting-climate-chaos/climate-deniers/koch-industries/
https://www.alecexposed.org/wiki/Taxes_and_Budgets
https://www.alecexposed.org/wiki/Health,_Pharmaceuticals,_and_Safety_Net_Programs
https://www.theguardian.com/us-news/2018/sep/07/arizona-fight-koch-brothers-school-vouchers
https://www.theguardian.com/us-news/2018/sep/07/arizona-fight-koch-brothers-school-vouchers
https://www.newyorker.com/news/news-desk/inside-the-koch-backed-effort-to-block-the-largest-election-reform-bill-in-half-a-century
https://time.com/5685528/koch-industries-corporate-power/
https://www.newyorker.com/magazine/2021/08/09/the-big-money-behind-the-big-lie
https://www.newyorker.com/magazine/2021/08/09/the-big-money-behind-the-big-lie
https://www.cbc.ca/news/politics/pandemic-lobbying-influence-trudeau-1.6027709
https://democracywatch.ca/campaigns/money-in-politics-campaign/
https://democracywatch.ca/wp-content/uploads/ListOfShamCanPoliticalDonationSystems-1-1.pdf
https://democracywatch.ca/wp-content/uploads/ListOfShamCanPoliticalDonationSystems-1-1.pdf
https://www.corporatemapping.ca/
https://www.sethklein.ca/appendix2
https://www.policyalternatives.ca/sites/default/files/uploads/publications/BC%20Office%2C%20Saskatchewan%20Office/2019/11/ccpa-bc_cmp_BigOil_web.pdf
https://environmentaldefence.ca/report/oil_barrier_climate_action_canada/
https://environmentaldefence.ca/report/oil_barrier_climate_action_canada/
https://sustainability.suncor.com/en
https://sustainability.suncor.com/en
https://canadians.org/analysis/big-oil-lobby-group-asks-feds-suspend-environmental-laws-meet-secret
https://www.ap7.se/app/uploads/2020/11/ap7-theme-report-climate-lobbying.pdf
https://www.ap7.se/app/uploads/2020/11/ap7-theme-report-climate-lobbying.pdf
https://www.merchantsofdoubt.org/
https://exxonknew.org/
https://drawdown.org/sites/default/files/210920_Drawdown_AtWork_06.pdf
https://www.independent.co.uk/climate-change/news/cop26-glasgow-oil-gas-lobbyists-b1953513.html
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ing it no surprise that large polluters are able to attain back-door access at major climate talks. 
The organization InfluenceMap has performed extensive research on the number of companies 
obstructing climate progress through their lobbying activity, and identified the strategies that the 
fossil fuel industry employs to prevent action on the goals of the Paris Agreement. 

The OECD has recognized the issue of corporate lobbying as a fundamental threat to democ-
racy, and published a set of principles and an implementation guide for governments to use in 
countering it. Unfortunately, many sustainability standards-setting organizations have not rec-
ognized the importance of corporate political activity as it relates to sustainability and social 
issues. The Sustainability Accounting Standards Board (SASB) removed “Regulatory Capture and 
Political Influence” from its list of issue categories in 2018, as analysis of their Materiality Map 
indicated that regulatory capture was among the “least material” of the 30 issue areas the or-
ganization currently covers. This is problematic because it both fails to account for the insidious 
effects of lobbying activity, and also highlights the inherent barriers of relying excessively on a 
materiality focus when judging the salience of sustainability problems. However, new research by 
the Conference Board indicates that public pressure to increase the transparency of corporate 
political activity has never been larger, and two-thirds of government relations professionals are 
experiencing a higher degree of scrutiny regarding their work. As consumers and the general 
public move to demand that corporations align their political activities with their stated values, it 
is likely that campaigns to influence democracy and increase political dysfunction will become 
increasingly untenable. 

Key Considerations
Analysis by RobecoSam in their 2017 Corporate Sustainability Assessment demonstrated that the 
state of disclosure on corporate political activity is extremely insufficient. Very few companies 
broadly disclose their spending in this area beyond what is legally mandated, nor do they publi-
cize trade association memberships (despite contributions to these associations being by far the 
largest spending area). Companies rarely disclose the actual content or policy positions on which 
they advocate, but the 2017 report found that positive engagement on pro-social or environmen-
tal views is far outweighed by negative engagement. 

The UN Research Institute for Social Development has developed a list of questions and princi-
ples to guide the interpretation of corporate political activity, which include:
• Legitimacy: Are the means of influence proper uses of corporate power? What policies do 

companies have on topics like political donations, sponsorship and bribery? 
• Transparency: Do companies disclose their positions on key public policy issues? Do they re-

veal their external memberships, donations, and methods of influence? 
• Consistency: Do companies have systems in place to ensure that lobbying activities and posi-

tions are aligned with their environmental, social, and ethical principles, policies and commit-
ments, and that they are consistent across borders and functions? 

• Accountability: Do companies take responsibility for the impacts they have on public policy—
through their lobbying, memberships, donations, and other activities? 

• Opportunity: Do companies proactively attempt to influence public policy to support the soci-
etal transition towards sustainable development? Have they fully explored how more effective 
public policy on sustainability issues could be a source of competitive advantage? 

https://www.globalpolicy.org/en/article/new-analysis-big-polluters-have-back-door-access-un-climate-talks
https://influencemap.org/report/How-Big-Oil-Continues-to-Oppose-the-Paris-Agreement-38212275958aa21196dae3b76220bddc
https://www.oecd-ilibrary.org/sites/8b6ec100-en/index.html?itemId=/content/component/8b6ec100-en
https://www.oecd-ilibrary.org/sites/8b6ec100-en/index.html?itemId=/content/component/8b6ec100-en
https://www.oecd.org/corruption-integrity/explore/oecd-standards/lobbying-principles/
https://www.oecd-ilibrary.org/governance/lobbyists-governments-and-public-trust-volume-3_9789264214224-en
https://www.unrisd.org/80256B42004CCC77/(httpInfoFiles)/60A41036D4B96B508025863000531CF5/$file/Report---Corporate-Sustainability-Accounting-2020-Chapter-9.pdf
https://www.conference-board.org/press/corp-political-activity-survey-2022
https://www.unrisd.org/80256B42004CCC77/(httpInfoFiles)/60A41036D4B96B508025863000531CF5/$file/Report---Corporate-Sustainability-Accounting-2020-Chapter-9.pdf
https://www.unrisd.org/80256B42004CCC77/(httpInfoFiles)/60A41036D4B96B508025863000531CF5/$file/Report---Corporate-Sustainability-Accounting-2020-Chapter-9.pdf
https://www.unrisd.org/80256B42004CCC77/(httpInfoFiles)/60A41036D4B96B508025863000531CF5/$file/Report---Corporate-Sustainability-Accounting-2020-Chapter-9.pdf
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To improve granularity in data regarding lobbying transparency, corporations should commit to 
disaggregate their political spending according to the following indicators: 
• Spending by recipient (i.e. lobbying organizations, political campaigns);
• Indirect expenditures (i.e. trade association memberships, non-profit organizations);
• Group-wide and subsidiary expenditures;
• Country-by-country expenditures;
• Expenditures by sub-state jurisdictions (i.e. local, state or provincial level);
• Total and disaggregated spending over the last four years;
• Spending by top five recipients;
• Three largest recipients per issue area;
• The normative or regulatory intent of all political interventions. 

To disclose the existence of a ‘revolving door’ between the public and private sectors, corpora-
tions should also report on the number of job changes between the organization and the public 
sector, and the level of organization at which this mobility has occurred. Relevant indicators in-
clude:
• Number of staff seconded to and from the public sector;
• Number of new staff that worked in the public sector during the previous two years;
• Number of days that staff participated in expert group meetings organized by the public sec-

tor. 

Tools
The Washington-based Center for Political Accountability has developed the CPA-Zicklin In-
dex that uses 24 specific metrics to analyze a corporation’s approach to political and electoral 
spending. To search for the lobbying disclosures of individual companies, check out the database 
available at Track Your Company, as well as this ranking of firms by sector according to their total 
political expenditures. The CPA has authored a report to help leaders understand how money in 
politics has reshaped American democracy over the last ten years, as well as a comprehensive 
report that identifies the corporations most responsible for bankrolling voter suppression laws. 
(Note that this resource is biased towards firms that are headquartered in the United States). 

The Center for Political Accountability has developed a model code of conduct for corporate 
political spending, with the following 12 principles: 
1. Political spending shall reflect the company’s interests, as an entity, and not those of its indi-

vidual officers, directors, and agents.
2. In general, the company will follow a preferred policy of making its political contributions to a 

candidate directly. 
3. No contribution will be given in anticipation of, in recognition of, or in return for an official act 

or anything that has the appearance of a gratuity, bribe, trade or quid pro quo of any kind.
4. Employees will not be reimbursed directly or through compensation increases for personal po-

litical contributions or expenses. 
5. The company will not pressure or coerce employees to make personal political expenditures. 
6. All corporate political expenditures must receive prior written approval from the appropriate 

corporate officer. 
7. The company will disclose publicly all direct contributions and expenditures with corporate 

funds on behalf of candidates, political parties and political organizations. 

https://www.politicalaccountability.net/
https://www.politicalaccountability.net/cpa-zicklin-index/
https://www.politicalaccountability.net/cpa-zicklin-index/
https://www.trackyourcompany.org/
https://www.politicalaccountability.net/how-companies-rank-in-the-cpa-zicklin-index/
https://politicalaccountability.net/hifi/files/Conflicted-Consequences.pdf
https://politicalaccountability.net/hifi/files/Conflicted-Consequences.pdf
https://www.politicalaccountability.net/wp-content/uploads/2021/07/Corporate-Enablers.pdf
https://politicalaccountability.net/hifi/files/CPA-Wharton-Zicklin---model-code-of-conduct-for-corporate-political-spending---10-13-20-.pdf
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8. The company will disclose dues and other payments made to trade associations and contri-
butions to other tax-exempt organizations that are or that it anticipates will be used for polit-
ical expenditures. The disclosures shall describe the specific political activities undertaken.

9. The board shall require a report from trade associations or other third-party groups receiving 
company money on how it is being used and the candidates whom the spending promotes. 

• The board of directors or an independent committee of the board shall receive regular re-
ports, establish and supervise policies and procedures, and assess the risks and impacts 
related to the company’s political spending.

• The company shall review the positions of the candidates or organizations to which it 
contributes to determine whether those positions conflict with the company’s core values 
and policies. This review should be considered by senior management and the full board 
of directors annually. 

• The board of directors shall, independent of this review, consider the broader societal and 
economic harm and risks posed by the company’s political spending.

A consortium of civil society organizations has also developed the Responsible Lobbying Frame-
work based on recommendations and guidelines from various public sources, including Transpar-
ency International, UN PRI, and others. 

The New America Foundation has developed its own lobbying framework that aims specifically to 
deal with the problem of incoherent data sources and information overload. 

The International Corporate Governance Network has created a framework guide on political 
lobbying and donations, with specific recommendations regarding board oversight and share-
holder approval. 

The Corporate Political Responsibility Taskforce, based out of the Erb Institute at the University 
of Michigan, has also developed guidelines for corporate political engagement that aim to help 
executives develop an integrated view of their firm’s political activity. Their website includes a list 
of tools and frameworks designed to promote greater transparency and accountability. 

Specifically for investors and asset managers, the UK-based organization Preventable Surprises 
has created a Corporate Lobbying Alignment Project that aims to help activist investors prevent 
regulatory capture and improve political accountability practices through shareholder engage-
ment. For specific information related to regulatory capture in individual sectors, check out their 
frameworks on transportation, healthcare, fossil fuels, utilities, chemicals, the border-industrial 
complex, the financial services sector, and financial services regulators. 

Their flagship report includes a series of principles for investors to adopt when taking action to 
improve political accountability: 
1. Support or lead the filing of shareholder resolutions demanding systematic lobbying disclo-

sure. 
2. Publicly advocate for better disclosure and accountability on political spending.
3. Advocate with financial regulators and ESG data standard setters for consistent corporate 

disclosure standards on lobbying and influence conduct and spending.
4. Develop and publish a shared set of investor expectations, consistent with ESG objectives, on 

corporate lobbying and influence that address the full scope of corporate and trade associ-
ation conduct.

5. Engage with portfolio companies on political spending issues across jurisdictions.

https://www.responsible-lobbying.org/the-framework
https://www.responsible-lobbying.org/the-framework
https://static.newamerica.org/attachments/12905-post-map-ask/Post-Map-Ask.b8ff1af67b5f4efab53e72fcb76bb5ae.pdf
https://www.icgn.org/sites/default/files/icgn-political-lobbying-and-donations-2017.pdf
https://www.icgn.org/sites/default/files/icgn-political-lobbying-and-donations-2017.pdf
https://erb.umich.edu/partner-with-erb/corporate-political-responsibility-taskforce/
https://erb.umich.edu/partner-with-erb/corporate-political-responsibility-taskforce/cprt-resources/
https://preventablesurprises.com/issues/corporate-lobbying-alignment-project-clap/
https://preventablesurprises.com/wp-content/uploads/2021/05/Corp_Lobby_Discussion_note1.pdf
https://preventablesurprises.com/wp-content/uploads/2021/05/Corp_Lobby_Discussion_note2.pdf
https://preventablesurprises.com/wp-content/uploads/2021/05/Corp_Lobby_Discussion_note3.pdf
https://preventablesurprises.com/wp-content/uploads/2021/05/Corp_Lobby_Discussion_note4.pdf
https://preventablesurprises.com/wp-content/uploads/2021/05/Corp_Lobby_Discussion_note5.pdf
https://preventablesurprises.com/wp-content/uploads/2021/05/Corp_Lobby_Discussion_note6.pdf
https://preventablesurprises.com/wp-content/uploads/2021/05/Corp_Lobby_Discussion_note6.pdf
https://preventablesurprises.com/wp-content/uploads/2021/05/Corp_Lobby_Discussion_note7.pdf
https://preventablesurprises.com/wp-content/uploads/2021/05/Corp_Lobby_Discussion_note8.pdf
https://preventablesurprises.com/wp-content/uploads/2021/05/How-can-investors-help-prevent-corporate-policy-capture.pdf
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6. Revise ESG screening criteria to include information on all forms of lobbying conduct, political 
finance, and influence spending.

7. Incorporate lobbying questions into new and existing stewardship activities. Investors should 
focus on how company and trade association lobbying can either help or hinder the real world 
change that companies say they are committed to supporting.

8. Request board-level engagement on lobbying, both externally and internally for asset man-
agers.

9. Engage in targeted dialogue with credit rating agencies regarding the incorporation of ESG 
risks into ratings methodologies.

Specifically regarding corporate political activity related to climate change legislation, the orga-
nization InfluenceMap has developed a comprehensive methodology for evaluating corporate 
political engagement on sustainable finance policy according to this set of metrics and criteria. 
Ceres, a prominent investor coalition, has also developed a blueprint for responsible policy en-
gagement. 

When it comes to advancing climate policy solutions, there is an opportunity for firms in all sectors 
to participate in lobbying for progressive pro-climate reforms. The Global Standard on Responsi-
ble Climate Lobbying has outlined an international framework for corporate political advocacy 
on climate issues. In addition to scrutinizing bad actors, InfluenceMap publishes a list of the most 
prominent corporate leaders advocating for ambitious climate policy. The organization Climat-
eVoice aims to help workforces motivate companies to adopt pro-climate stances throughout 
their advocacy efforts. The 1 in 5 for 1.5 Initiative aims to compel large technology companies to 
allocate lobbying dollars towards climate solutions. Firms should join corporate political action 
coalitions, such as Ceres, The Climate Group, We Mean Business, or other networks in order to 
participate in responsible policy engagement on climate issues. 

Case Studies
Public backlash to corporate political spending has occasionally been successful in influencing 
major corporations to pull funding from dark money groups. Back in 2013, widespread outcry over 
firms’ donations to the Koch-backed American Legislative Exchange Council led to a significant 
decrease in funding. Similar outrage to corporate supporters of Republican legislators who voted 
against the certification of President Biden’s election sparked an exodus of funds–although it’s 
important to realize that when public pressure subsided, many corporate donations often covert-
ly reappeared. 

There are some notable standouts, however. Microsoft in particular has been very open about its 
commitment to reduce political giving, and has held firm in its pledge not to support Republican 
legislators. IBM, another outlier, has never given money to political candidates, and sets a prom-
ising model for what the future of corporate political responsibility could look like. 

Shareholder activists are increasingly interested in improving corporate political accountability, 
and there have been significant efforts in recent years to use shareholder resolutions to pressure 
firms into disclosing their expenditures. One example includes a successful campaign by share-
holder activists to induce Chevron to fully disclose its spending on climate-related lobbying. 

https://lobbymap.org/page/Our-Methodology
https://www.climateaction100.org/wp-content/uploads/2021/10/InfluenceMap-CA100-Benchmark-Alignment-Indicators-Methodology_Sep21.pdf
https://www.ceres.org/resources/reports/blueprint-responsible-policy-engagement-climate-change
https://www.ceres.org/resources/reports/blueprint-responsible-policy-engagement-climate-change
https://climate-lobbying.com/about/
https://climate-lobbying.com/about/
https://influencemap.org/report/The-A-List-of-Climate-Policy-Engagement-2021-b3ac0399b2dc64056cee06e3d6324e6f
https://influencemap.org/report/The-A-List-of-Climate-Policy-Engagement-2021-b3ac0399b2dc64056cee06e3d6324e6f
https://climatevoice.org/
https://climatevoice.org/
https://1in5for1point5.org/
https://www.ceres.org/
https://www.theclimategroup.org/
https://www.wemeanbusinesscoalition.org/
https://www.theguardian.com/world/2013/dec/03/alec-funding-crisis-big-donors-trayvon-martin
https://www.theguardian.com/world/2013/dec/03/alec-funding-crisis-big-donors-trayvon-martin
https://popular.info/p/seven-major-corporations-pledge-not?token=eyJ1c2VyX2lkIjozNTA0Mjk4LCJwb3N0X2lkIjo0NjU0Nzc2NiwiXyI6IjhOc0lEIiwiaWF0IjoxNjQyMTg3NDkxLCJleHAiOjE2NDIxOTEwOTEsImlzcyI6InB1Yi0xNjY0Iiwic3ViIjoicG9zdC1yZWFjdGlvbiJ9.xaC5ytFtmmGCwPJ80CdrQNEePxChSZHqYNSgOypwi7U
https://popular.info/p/the-truth-about-corporate-contributions?token=eyJ1c2VyX2lkIjozNTA0Mjk4LCJwb3N0X2lkIjo0NjQ5MjAzOCwiXyI6IjhOc0lEIiwiaWF0IjoxNjQyMTg3NDMzLCJleHAiOjE2NDIxOTEwMzMsImlzcyI6InB1Yi0xNjY0Iiwic3ViIjoicG9zdC1yZWFjdGlvbiJ9.fygwvr1ICppIE38oxLHkZhwNdW0r4kibk-6XlWcMwXo
https://popular.info/p/the-truth-about-corporate-contributions?token=eyJ1c2VyX2lkIjozNTA0Mjk4LCJwb3N0X2lkIjo0NjQ5MjAzOCwiXyI6IjhOc0lEIiwiaWF0IjoxNjQyMTg3NDMzLCJleHAiOjE2NDIxOTEwMzMsImlzcyI6InB1Yi0xNjY0Iiwic3ViIjoicG9zdC1yZWFjdGlvbiJ9.fygwvr1ICppIE38oxLHkZhwNdW0r4kibk-6XlWcMwXo
https://blogs.microsoft.com/on-the-issues/2021/02/05/changes-to-political-giving/
https://www.nytimes.com/2021/01/12/business/dealbook/corporate-donations-ibm.html
https://www.politico.com/news/2021/04/20/investors-corporate-climate-lobbying-activity-483429
https://www.politico.com/news/2020/06/02/chevron-shareholders-approve-climate-change-lobbying-proposal-297520
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Organizations/Initiatives
For further information about corporate political activity and its social and environmental ef-
fects, check out the organizations listed below, which include watchdogs, independent media 
centres, investor coalitions, and more. 

International:
1. CorpWatch
2. OpenSecrets 
3. LittleSis 
4. Corporate Accountability 
5. Corporate Europe Observatory
6. Transparency International 
7. FinanceWatch
8. InfluenceMap (and FinanceMap) 
9. Alliance for Corporate Transparency 
10. Accountability Framework Initiative 
11. As You Sow 
12. Accountable.US 
13. Sum of Us 

United States:
1. OpenSecrets - US Federal Lobbying
2. PRWatch
3. SourceWatch
4. ALECExposed 
5. Sunlight Foundation 

Canada:
1. DemocracyWatch
2. Canadian Network on Corporate Accountability
3. Corporate Mapping Project
4. Council of Canadians
5. Justice and Corporate Accountability Project 
6. Office of the Commissioner of Lobbying of Canada
7. Ombudsperson for Responsible Enterprise

https://www.globalpolicy.org/en/issues/corporate_influence_and_accountability
https://www.globalpolicy.org/en/issues/corporate_influence_and_accountability
https://www.corpwatch.org/
https://www.opensecrets.org/
https://littlesis.org/
https://www.corporateaccountability.org/
https://corporateeurope.org/en
https://www.transparency.org/en
https://www.finance-watch.org/
https://influencemap.org/
https://financemap.org/
https://allianceforcorporatetransparency.org/
https://accountability-framework.org/
https://www.asyousow.org/
https://www.accountable.us/
https://www.sumofus.org/
https://www.opensecrets.org/federal-lobbying
https://www.prwatch.org/cmd
https://www.sourcewatch.org/index.php?title=SourceWatch
https://www.alecexposed.org/wiki/ALEC_Exposed
https://sunlightfoundation.com/
https://democracywatch.ca/ethicscoalition/
https://cnca-rcrce.ca/
https://www.corporatemapping.ca/
https://canadians.org/
https://lobbycanada.gc.ca/en/
https://core-ombuds.canada.ca/core_ombuds-ocre_ombuds/index.aspx?lang=eng
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Description
Researchers at the International Monetary Fund es-
timate that overall losses to governments as a re-
sult of corporate tax abuse amount to well beyond 
$1 trillion per year. Although the sum is difficult to 
calculate, the estimated total of global wealth that 
is held privately in offshore tax havens numbers 
a staggering $24-36 trillion as of 2015, a quantity 
which grows at a rate of 14% per year. As the leak 
of the Pandora Papers demonstrated, a global tax 
avoidance industry of banks, law and accounting 
firms, and specialist providers have designed a 
complex labyrinth of secret offshore structures and 
low-tax jurisdictions that compete with one anoth-
er to facilitate the private hoarding of wealth by 
corporations and high net-worth individuals. Glar-
ing loopholes in the law have made tax avoidance 
a significant problem for Canada; analysis by the 
Canada Revenue Agency of 2014 corporate taxes 
suggested that Canadian corporations avoid pay-
ing between C$9.4 and C$11.4 billion in tax each 
year, which is almost 30% of the total corporate tax 
bill. To learn more about how firms should be dis-
closing their tax payments, and reforming their ac-
counting practices to ensure fair taxation, continue 
reading this PDF guide. 

Business
Ethics

3.2Corporate Taxes

https://taxjustice.net/wp-content/uploads/2021/11/State_of_Tax_Justice_Report_2021_ENGLISH.pdf
https://taxjustice.net/wp-content/uploads/2021/11/State_of_Tax_Justice_Report_2021_ENGLISH.pdf
https://documents-dds-ny.un.org/doc/UNDOC/GEN/G16/006/43/PDF/G1600643.pdf?OpenElement
https://www.icij.org/investigations/pandora-papers/
https://fsi.taxjustice.net/en/
https://www.corporatetaxhavenindex.org/
https://www.thestar.com/news/investigations/2019/06/18/canadian-companies-failed-to-pay-billions-of-taxes-owed-new-cra-report-reveals.html
https://www.thestar.com/news/investigations/2019/06/18/canadian-companies-failed-to-pay-billions-of-taxes-owed-new-cra-report-reveals.html
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Issue Summary 
When it comes to the issue of corporate action on sustainability, tax avoidance by major multina-
tional corporations can be seen as an elephant in the room. Large businesses routinely espouse 
prosocial goals regarding worker’s rights, education, and climate action, and yet remain unwilling 
to pay their fair share of taxes in order to enable public investment in common sense solutions. In 
fact, some research shows that companies with higher CSR ranking pay less taxes on average, 
highlighting the fact that many firms do not see paying corporate taxes as complementary to 
CSR activities. 

Researchers at the International Monetary Fund estimate that overall losses to governments as a 
result of corporate tax abuse amount to well beyond $1 trillion per year. Although the sum is diffi-
cult to calculate, the estimated total of global wealth that is held privately in offshore tax havens 
numbers a staggering $24-36 trillion as of 2015, a quantity which grows at a rate of 14% per year. 
As the leak of the Pandora Papers demonstrated, a global tax avoidance industry of banks, law 
and accounting firms, and specialist providers have designed a complex labyrinth of secret off-
shore structures and low-tax jurisdictions that compete with one another to facilitate the private 
hoarding of wealth by corporations and high net-worth individuals. By secretly sheltering these 
illicit financial flows, such ‘treasure islands’ are complicit in enabling “a criminogenic hothouse 
for multiple evils including fraud, tax cheating, escape from financial regulations, embezzlement, 
insider dealing, bribery, money laundering, and plenty more.” 

Glaring loopholes in the law have made tax avoidance a significant problem for Canada. Analy-
sis by the Canada Revenue Agency of 2014 corporate taxes suggested that Canadian corpora-
tions avoid paying between C$9.4 and C$11.4 billion in tax each year, which is almost 30% of the 
total corporate tax bill. During the 1950s, corporations and individuals contributed roughly equal 
amounts in tax, as compared with the 2015 fiscal year, when Canadians paid $145 billion in income 
tax and corporations paid only $41 billion. The financial sector accounts for more than two-thirds 
of this tax avoidance; pre-tax profits in the banking sector as a whole soared by 60% from 2010-
2015, and Canada’s banks benefit from the lowest tax rate in the G7. In total, the corporate abuse 
of tax havens has risen 634% since 1999. 

Influential lobbying groups in Canada, such as the Canadian Chamber of Commerce, consistent-
ly advocate for tax cuts on the spurious premise that they will increase innovation and economic 
growth. However, analysis by Statistics Canada shows that drastic cuts to the corporate income 
tax rate over the last 20 years have not stimulated new investment. Between 1997 to 2016, Cana-
da’s corporate income tax rate was cut almost in half, from 43% to 26.7%, and yet investment in 
machinery and intellectual property is still below the 1997 level as a percentage of GDP. Instead, 
there has been an explosion in activities that are hard to classify as ‘productive’, such as share 
buybacks, large increases in executive compensation, and a huge increase in merger activity. At 
the same time, tax decreases caused enormous social externalities, including a 40% cut in hos-
pital beds between 1952 and 2018, social housing units being cut by the thousands, and underin-
vestment in public infrastructure.

By far the biggest losers of this offshore scam, however, are the world’s least developed coun-
tries, many of whom face egregious degrees of capital flight as the wealth of their resources is 
appropriated by multinational actors without proper remuneration. A system of unfair bilateral 
tax treaties, negotiated by nations of the Global North, disproportionately benefit multinational 
corporations by constraining the ability of developing nations to crack down on tax avoidance. 

https://clsbluesky.law.columbia.edu/2019/02/21/does-corporate-social-responsibility-reduce-profit-shifting/
https://taxjustice.net/wp-content/uploads/2021/11/State_of_Tax_Justice_Report_2021_ENGLISH.pdf
https://www.icij.org/investigations/pandora-papers/
https://fsi.taxjustice.net/en/
https://fsi.taxjustice.net/en/
https://www.corporatetaxhavenindex.org/
https://us.macmillan.com/books/9780230341722
https://www.thestar.com/news/investigations/2019/06/18/canadian-companies-failed-to-pay-billions-of-taxes-owed-new-cra-report-reveals.html
https://www.thestar.com/news/investigations/2019/06/18/canadian-companies-failed-to-pay-billions-of-taxes-owed-new-cra-report-reveals.html
https://cupe.ca/new-report-shows-canadian-companies-are-keeping-381-billion-offshore-tax-havens
https://nupge.ca/content/corporate-lobby-group-pushing-another-round-corporate-tax-cuts
https://projects.thestar.com/canadas-corporations-pay-less-tax-than-you-think/
https://projects.thestar.com/canadas-corporations-pay-less-tax-than-you-think/
https://www.treaties.tax/en/
https://www.treaties.tax/en/
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The UN Convention on Trade and Development estimates that curbing illicit financial flows could 
reduce the continent’s annual financing gap of $200 billion by half. In India alone, the annual sum 
lost to tax avoidance could cover the cost of hospital treatments for 55 million low-income pa-
tients every year. The scale of tax theft from developing countries is so large that it represents one 
of the largest obstacles to the achievement of the Sustainable Development Goals, and should be 
viewed as a major human rights issue. 

Fortunately, there has been significant progress in the global movement for tax justice in recent 
years. 2021 in particular was a landmark year, with the publication of the FACTI Panel report that 
advocated for unitary taxation, a global minimum tax rate, the establishment of a Centre for 
Monitoring Tax Rights, and most significantly, the creation of a global UN Tax Convention which 
would effectively move the responsibility for setting global tax rules away from the OECD to a 
separate UN body. In April of 2021, the UN tax committee finalized revisions to a model tax treaty, 
while the G77 group tabled a proposal for an intergovernmental tax body. Perhaps most promis-
ing was the news in June that the G7 had reached an agreement for a global minimum corporate 
tax of 15%. With all of these proposals currently in the works, it is likely that stricter rules on base 
erosion and profit-shifting and corporate tax policy are just around the corner, implying that pru-
dent corporations should consider revising their tax practices in an effort to pre-empt regulations 
and avoid future fines. 

Key Considerations
Analyzing tax dodging by corporate entities is made more complex by the fact that there is a 
significant legal grey area between what constitutes tax evasion (i.e. illegal behaviours that de-
liberately conceal assets or income in violation of the law) and tax avoidance (i.e. ostensibly legal 
behaviours that minimize the amount of taxes payable, also known as ‘aggressive tax planning’, 
in a way that violates the spirit of the law, if not the letter of the law). Although these are treated as 
separate legal categories, the distinctions are often quite blurred. Canada has yet to prosecute 
a single individual for tax evasion. 

The process whereby corporations exploit gaps and mismatches in tax rules to shift profits to low 
or no-tax locations is known as ‘base erosion and profit-shifting’, or BEPS. The OECD has devel-
oped an Inclusive Framework on BEPS that includes a list of 15 actions governments should take 
to reduce this form of tax dodging, accompanied by an annual progress report. One key strategy 
by which firms engage in BEPS is price manipulation, a process by which prices are inflated at 
one point in a supply chain in order to reduce the profits that are eligible for taxation in the next 
jurisdiction. Another strategy involves companies diverting profits to affiliates in low-tax jurisdic-
tions by selling intangible assets, the use of which can be charged back to affiliates in high-tax 
countries in a way that reduces the taxable profits they appear to earn on paper. 

The Tax Justice Network has identified three core principles according to which all tax systems, 
and all corporate tax policies, should be organized in order to reduce the propensity for prof-
it-shifting and tax avoidance:
1. Automatic exchange of information;
2. Beneficial ownership registration (i.e. registering the identity of all individuals that de facto 

control or receive profits from a particular company or legal vehicle, even when the legal own-
er is de jure another entity);

https://uploads-ssl.webflow.com/5e0bd9edab846816e263d633/602e91032a209d0601ed4a2c_FACTI_Panel_Report.pdf
https://www.ohchr.org/Documents/Issues/Development/Session19/A_HRC_WG.2_19_CRP.3.pdf
https://www.ohchr.org/Documents/Issues/Development/Session19/A_HRC_WG.2_19_CRP.3.pdf
https://shiftproject.org/resource/redflag-24/
https://taxjustice.net/2021/12/20/a-year-the-tide-turned-in-the-fight-for-tax-justice/
https://www.factipanel.org/
https://taxjustice.net/topics/unitary-taxation/
https://taxjustice.net/2021/04/15/the-metr-a-minimum-effective-tax-rate-for-multinationals/
https://uploads-ssl.webflow.com/5e0bd9edab846816e263d633/614c81b5bb822f126f0eb9ee_Implementation%20Note%20-%20Center%20for%20Monitoring%20Taxing%20Rights%20-%2011A.pdf
https://uploads-ssl.webflow.com/5e0bd9edab846816e263d633/614c81b5bb822f126f0eb9ee_Implementation%20Note%20-%20Center%20for%20Monitoring%20Taxing%20Rights%20-%2011A.pdf
https://www.forbes.com/sites/taxnotes/2021/04/05/the-long-road-to-a-new-un-tax-convention/?sh=65e184dd5f3b
https://taxjustice.net/2021/11/25/power-concedes-nothing-without-a-demand-the-oecd-the-g77-and-a-un-framework-convention-on-tax-proposal/
https://www.cbc.ca/news/business/corporate-companies-taxes-oecd-1.6205109
https://www.cbc.ca/news/business/corporate-companies-taxes-oecd-1.6205109
https://www.taxfairness.ca/en/news/tax-avoidance-or-tax-evasion-whats-difference-0
https://www.taxfairness.ca/en/news/tax-avoidance-or-tax-evasion-whats-difference-0
https://www.taxfairness.ca/en/news/tax-avoidance-or-tax-evasion-whats-difference-0
https://www.oecd.org/tax/beps/about/
https://www.oecd.org/tax/beps/beps-actions/
https://www.oecd.org/tax/beps/oecd-g20-inclusive-framework-on-beps-progress-report-july-2019-july-2020.htm
https://taxjustice.net/faq/what-are-the-abcs-of-tax-justice/
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3. Country by country reporting (i.e. disaggregating tax expenditures according to jurisdiction in 
order to illuminate aggressive tax planning strategies). 

The third principle is of the highest importance when it comes to firm-level accounting. Accord-
ing to the final report of the panel on Financial Accountability, Transparency, and Integrity, in 
order to improve disclosure on tax expenditures all multinational enterprises should publish coun-
try-by-country breakdowns of where their business model generates value, where that value is 
taxed, and the taxes paid accordingly. These metrics must include disclosures of revenue, profit 
and loss, taxes paid, and number of employees, all disaggregated by jurisdiction.

Critical self-assessment questions when evaluating corporate tax policies include: 
1. Does the firm in question pay its fair share of taxes?
2. Does the firm exploit offshore ownership structures and tax havens to reduce its overall tax 

burden? If so, how? 
3. Does the firm use transfer pricing or the sale of intangible assets to take advantage of low-tax 

jurisdictions? 
4. Does the firm publish public-facing records of its annual taxes paid on a country-by-country 

basis?
5. Does the firm disclose the beneficial owners of all of its associated legal entities? 
6. Does the firm participate in lobbying activities, either directly or indirectly, that aim to reduce 

the overall corporate tax burden?
7. Does the firm disclose the extent to which it benefits from subsidies or any other form of indus-

try support funded by the public? 

Tools 
Recognizing the inherent relationship between corporate tax policy and the UN Sustainable De-
velopment Goals, the B Team has developed a set of Responsible Tax Principles that outline key 
indicators for businesses to implement related to accountability, transparency, and the need to 
support effective tax systems. 

In 2021, the organization Fair Tax Mark released its first ever Global Multinational Business Stan-
dard for tax disclosure, which contains a list of 19 relevant questions, including: 
1. Does the business make freely available, on an annual basis, a full set of financial statements 

(including profit or loss, financial position and cash flows)?
2. Is clarity provided on the nature of business activity?
3. Is clarity provided on the primary trading address (as opposed to a registered office address)?
4. Are the beneficial owners* of shareholdings of 5% and above disclosed? Are all related party 

transactions transparent? 
5. Are the names and addresses of all directors provided? Is the country of residence of directors 

discernible? 
6. Does the business publish a tax policy?
7. Has the business nominated a named board director to have responsibility for its tax policy?
8. Does the business report annually on its effective compliance with its tax policy? Does the 

business have a whistle-blower policy (and / or procedures) in place that explicitly covers the 
area of ‘tax’?

9. Does the business’s public tax policy explicitly embrace the following commitments: 
a. seek to declare profits in the place where their economic substance arises? 

https://uploads-ssl.webflow.com/5e0bd9edab846816e263d633/602e91032a209d0601ed4a2c_FACTI_Panel_Report.pdf
https://www.factipanel.org/
https://bteam.org/assets/reports/A-New-Bar-for-Responsible-Tax.pdf
https://fairtaxmark.net/wp-content/uploads/2021/11/Global-Multinational-Business-Standard-final.pdf
https://fairtaxmark.net/wp-content/uploads/2021/11/Global-Multinational-Business-Standard-final.pdf
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b. not use tax havens artificially and for the purposes of tax reduction?
c. follow the spirit as well as the letter of the law, and not structure transactions and opera-

tions artificially for the purpose of avoiding tax?
10. Does the business utilise tax havens as locations for either incorporation, subsidiaries or oper-

ations?
11. Does the business disclose a full list of subsidiaries, stating their name and place of incorpora-

tion? Is the country of tax residence of each subsidiary transparent? Is the nature of business 
activity of each subsidiary made clear? 

12. Does the business disclose data on the net asset value for each country in which it operates? 
Does the business breakdown the net asset figure and disclose data on the gross assets and 
gross liabilities for each country in which it operates? 

13. Is data on the revenue and net profit / loss before tax provided for each country in which it 
operates? 

14. Does the business disclose the total tax charge, current tax charge, deferred tax charge and 
cash taxes paid for each country in which it operates? 

15. Does the business disclose the number of employees, together with a note on the basis of cal-
culation used, for each country in which it operates? Is the aggregate gross remuneration of 
employees disclosed, together with a note on the basis of calculation used, for each country 
in which it operates? 

16. Does the business provide a numerical reconciliation of its actual current tax charge, and 
compare this with the current tax provisions that might be expected if the headline tax rate in 
the parent entity’s local jurisdiction were to be applied to the business’s accounting profits? 
Does the business reconcile its actual current tax charge with its total tax charge for the year, 
by offering a reconciliation that explains the deferred tax provision for the year and other 
items that make up the difference? 

17. Does the business provide a narrative explanation as to why its actual current tax charge dif-
fers from the provisions that might be expected if the headline tax rate in the parent entity’s 
local jurisdiction were to be applied to the business’s accounting profits?

18. Does the business provide a deferred tax note that: 
a. explains the deferred tax balance with significant precision such that the cause of at least 

75% of the underlying asset and / or liability is clearly described?
b. states clearly when the underlying assets and / or liabilities are likely to have an impact 

on the business’s tax bill, or a statement that this is not known because it is more than five 
years after the balance sheet date?

c. discloses the existence and numerical value of any uncertain tax positions that may exist, 
and the process of determination? 

19. What was the business’ average tax rate (in terms of cash taxes paid) over the last five years? 

The UN Principles of Responsible Investment identifies corporate tax policy as a relevant ESG 
issue, and has developed a framework for disclosure that highlights relevant indicators relating 
to policy, governance, risk management, and performance. It includes, among other criteria, a 
requirement for country-by-country reporting details, including a list of all subsidiaries and their 
business nature, as well as the primary drivers of the gap between the effective tax rate and the 
weighted average statutory rate based on the firm’s geographic sales mix. The framework ex-
pects businesses to provide an explicit overview of their tax structure and strategies, including 
how transfer prices are set within the group and how tax havens are used, if applicable. 

In 2019, the Global Reporting Initiative (GRI) released its first ever global standard for tax transpar-
ency, one that requires organizations to disclose their tax strategies, the governance body that 
formally reviews the strategy, the frequency of this review, their approach to regulatory compli-

https://www.unpri.org/sustainability-issues/environmental-social-and-governance-issues/governance-issues/tax-avoidance
https://www.unpri.org/sustainability-issues/environmental-social-and-governance-issues/governance-issues/tax-avoidance
https://www.unpri.org/download?ac=1877
https://www.globalreporting.org/about-gri/news-center/2019-12-05-first-global-standard-for-tax-transparency/
https://www.globalreporting.org/about-gri/news-center/2019-12-05-first-global-standard-for-tax-transparency/
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ance, and the relationship between their tax strategy and their overall sustainable development 
strategies. As with the PRI framework, the GRI expects businesses to provide transparency into 
tax havens, transfer pricing, and other tax incentives. The GRI expects firms to disaggregate their 
tax expenditures according to the following criteria: 
1. Names of resident entities;
2. Primary activities of the organization; 
3. Number of employees, and the basis of calculation of this number; 
4. Revenues from third-party sales; 
5. Revenues from intra-group transactions with other tax jurisdictions; 
6. Profit/loss before tax; 
7. Tangible assets other than cash and cash equivalents; 
8. Corporate income tax paid on a cash basis; 
9. Corporate income tax accrued on profit/loss; 
10. Reasons for the difference between corporate income tax accrued on profit/loss and the tax 

due if the statutory tax rate is applied to profit/loss before tax. 

The Shift Project has recognized aggressive tax minimization strategies as a risk to human rights 
around the world, particularly with respect to corporate operations in developing nations. They 
have developed a framework for due diligence that identifies relevant questions to ask when 
evaluating the impacts of tax policy on human rights and sustainable development. Particularly 
regarding the role of extractive firms in resource-rich developing nations, the Publish What You 
Pay campaign has developed a set of principles for revenue transparency that aims to help gov-
ernments calculate the royalties they should be receiving from foreign-owned firms. For informa-
tion about the implementation of the Extractive Industries Transparency Index, see this link. 

Case Studies 
There are a few standout examples of corporations that have become leaders in tax transparen-
cy. Allianz, a major international financial services company, aims to be a responsible taxpayer 
by refusing to engage in aggressive tax planning or artificial structuring, refraining from exploit-
ing tax havens, and avoiding ‘discretionary tax arrangements’. Additionally, Allianz has adopted 
a comprehensive Standard for Tax Management which stipulates that the corporation’s tax plan-
ning must be premised on valid business reasons. 

Similarly, Vodafone has been a leader in publishing tax reports on a country-by-country, actual 
cash-paid basis, since at least 2013. The Danish company Maersk began including taxation in 
their sustainability report as of 2016, and has initiated implementation of the B Team Responsible 
Tax Principles. 

Organizations/Initiatives
For further information about the globally pervasive problem of tax dodging (including both eva-
sion and avoidance), check out the following organizations: 
• TaxCOOP
• Canadians for Tax Fairness 
• Publish What You Pay Canada

https://shiftproject.org/wp-content/uploads/2021/08/24_Shift_VRP_RedFlag.pdf
https://www.pwyp.org/
https://www.pwyp.org/
https://www.pwyp.org/areas-of-work/revenue-transparency/
https://eiti.org/countries
https://www.allianz.com/content/dam/onemarketing/azcom/Allianz_com/sustainability/documents/Allianz_Tax_Transparency_Report_2020.pdf
https://www.allianz.com/content/dam/onemarketing/azcom/Allianz_com/sustainability/images/media-2016/Allianz_tax_strategy.pdf
https://www.gsma.com/betterfuture/news/news-sustainable-and-responsible-leadership/a-new-era-of-tax-transparency-is-your-company-ready
https://www.maersk.com/~/media_sc9/maersk/news/case-studies/files/2019/04/b-team-responsible-tax-principles_v1.pdf
https://taxcoop.org/en/
https://www.taxfairness.ca/
https://www.pwyp.ca/
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• Tax Justice Network 
• Global Alliance for Tax Justice 
• Global Financial Integrity 
• Resource Movement 
• Americans for Tax Fairness 
• Financial Accountability, Transparency, and Integrity Panel

https://taxjustice.net/
https://www.globaltaxjustice.org/
https://gfintegrity.org/
https://www.resourcemovement.org/
https://americansfortaxfairness.org/
https://www.factipanel.org/about
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Description
Excessive executive compensation has been 
one of the central factors leading to increased 
income and wealth inequality in North America. 
Between 1965 and 2000, CEO compensation in 
the United States grew by about 2500%, while 
average worker compensation increased by only 
30%. According to the High Pay Centre, the ra-
tio of CEO pay to the wages of the average work-
er rose from 42 to 1 in 1980 to an astonishing 347 
to 1 by the year 2017. In Canada, executive com-
pensation is at one of its highest levels in history. 
However, most research shows that the relation-
ship between bonus increases and profit growth 
is non-existent, and that there is no link between 
long-term incentive plans and shareholder re-
turns. At the same time, one study found that 
companies with higher CEO-to-average-worker 
pay gaps perform worse than those with great-
er pay equity. To find out what firms should be 
doing to advance pay equity and limit excessive 
executive compensation, continue reading this 
PDF guide. 

Business
Ethics

3.2Excessive 
Compensation

https://www.ft.com/content/5a8ab27e-d470-11e9-8367-807ebd53ab77
https://www.ft.com/content/5a8ab27e-d470-11e9-8367-807ebd53ab77
https://policyalternatives.ca/newsroom/news-releases/canadian-ceo-pay-hits-second-highest-level-history-report
https://highpaycentre.org/pay-at-the-top-has-become-a-self-enriching-racket/
https://highpaycentre.org/no-routine-riches-reforms-to-performance-related-pay/
https://share.ca/wp-content/uploads/2019/02/AligningCompensation-02-2019-1.pdf
https://share.ca/wp-content/uploads/2019/02/AligningCompensation-02-2019-1.pdf
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Issue Summary
Around the world, income and wealth inequality is reaching a historic peak. According to Oxfam’s 
2020 report on inequality, the world’s richest 1% now has more than twice as much wealth as 90% 
of the world’s population. In Canada alone, the top 1% own significantly more wealth than the 
bottom 70%, and the 87 wealthiest families own as much wealth as the lowest-earning 12 million 
Canadians. 

Although there are many complex factors that lead to income and wealth polarization, such as 
globalization, automation, and de-unionization, one key contributor has been the staggering rise 
in executive pay over the last five decades. Between 1965 and 2000, CEO compensation in the 
United States grew by about 2500%, while average worker compensation increased by only 30%. 
According to the High Pay Centre, the ratio of CEO pay to the wages of the average worker rose 
from 42 to 1 in 1980 to an astonishing 347 to 1 by the year 2017. Considering this trend, it is no sur-
prise that from 1980 to 2005, more than 80% of the total increase in Americans’ incomes went to 
the top 1% of earners. In Canada, CEO pay is at one of its highest levels in history. 

The dramatic rise in executive compensation is one component of a broader shift towards a cor-
porate governance regime focused on shareholder primacy, a system that rewards an elite cadre 
of owners and managers at the expense of workers and other stakeholders. Leading conserva-
tive academics such as Michael Jensen influentially argued for executive compensation to be 
paid in stock in order to improve the alignment of interests between a firm’s shareholders and its 
managers. Over time, stock-based compensation grew to account for 75% of the average CEO’s 
compensation, contributing to a ‘tragedy of the horizons’ in which many executives choose to 
prioritize stock buybacks, dividends and other short-term profit-generating measures while ne-
glecting long-term value creation and systemic risks like climate change. 

This problem is so pervasive that an entire meta-industry known as executive compensation con-
sulting has been created, operating under the unspoken premise that every year executives should 
be earning more than they did the year before. There is strong evidence that CEOs who employ 
executive compensation consultants receive higher pay than those who don’t. Interestingly, how-
ever, there is no evidence that performance-based pay incentives, such as stock compensation, 
have any relationship to firm performance. One study found that the relationship between bonus 
increases and profit growth is non-existent, while another identified no link between long-term 
incentive plans and shareholder returns. Even more perversely, one study found that companies 
with higher CEO-to-average-worker pay gaps perform worse than those with greater pay equity, 
while research from Harvard Business School actually identified a negative relationship between 
firm performance and CEO compensation. It is very possible that these negative correlations 
are a result of the fact that an excessive managerial focus on short-term performance can make 
companies less competitive in the long-run, particularly by dampening spending on innovation 
and reducing other long-term strategic investments. 

In an age of rampant social destabilization and political unrest, excessive executive compensa-
tion is increasingly being seen as an issue of public concern, one that significantly undermines pri-
vate sector social impact goals. As reported in the Financial Times, at many large companies a $1 
million reduction in CEO remuneration in 2020 would have increased the pay of other employees 
by more than 10%. There has also been public outrage over exorbitant executive pay in the face 
of widespread job losses due to the COVID-19 pandemic; many observers were outraged when the 
CEO of AMC Entertainment doubled his annual pay package to $20.9 million in a single year, at a 

https://www.oxfam.ca/news/worlds-richest-1-have-more-than-twice-as-much-wealth-as-6-9-billion-people-says-oxfam/
https://www.oxfam.ca/news/worlds-richest-1-have-more-than-twice-as-much-wealth-as-6-9-billion-people-says-oxfam/
https://dailyhive.com/vancouver/canadas-richest-families-wealth-ccpa
https://dailyhive.com/vancouver/canadas-richest-families-wealth-ccpa
https://www.dissentmagazine.org/online_articles/fatter-cats-executive-pay-and-american-inequality
https://www.ft.com/content/5a8ab27e-d470-11e9-8367-807ebd53ab77
http://www.slate.com/articles/news_and_politics/the_great_divergence/features/2010/the_united_states_of_inequality/introducing_the_great_divergence.html
http://www.slate.com/articles/news_and_politics/the_great_divergence/features/2010/the_united_states_of_inequality/introducing_the_great_divergence.html
https://www.google.com/url?q=https://policyalternatives.ca/newsroom/news-releases/canadian-ceo-pay-hits-second-highest-level-history-report&sa=D&source=docs&ust=1647810617109788&usg=AOvVaw2u0HEiRdJ9hTEixmkZe8QT
https://global.oup.com/academic/product/predatory-value-extraction-9780198846772?cc=ca&lang=en&
https://global.oup.com/academic/product/predatory-value-extraction-9780198846772?cc=ca&lang=en&
https://hbr.org/1990/05/ceo-incentives-its-not-how-much-you-pay-but-how
https://www.patriotledger.com/story/opinion/columns/2020/08/29/opiniongiglio-executive-compensation-and-economic-inequality/113934838/
https://www.patriotledger.com/story/opinion/columns/2020/08/29/opiniongiglio-executive-compensation-and-economic-inequality/113934838/
https://www.bis.org/review/r151009a.pdf
https://www.mercer.ca/en/what-we-do/workforce-and-careers/executive-compensation.html
https://www.mercer.ca/en/what-we-do/workforce-and-careers/executive-compensation.html
https://scholarship.law.vanderbilt.edu/cgi/viewcontent.cgi?article=1375&context=vlr
https://highpaycentre.org/pay-at-the-top-has-become-a-self-enriching-racket/
https://highpaycentre.org/no-routine-riches-reforms-to-performance-related-pay/
https://share.ca/wp-content/uploads/2019/02/AligningCompensation-02-2019-1.pdf
https://www.reuters.com/article/us-usa-buybacks-cannibalized-specialrepo-idUSKCN0T51MQ20151116
https://www.reuters.com/article/us-usa-buybacks-cannibalized-specialrepo-idUSKCN0T51MQ20151116
https://www.riacanada.ca/magazine/the-negative-social-impacts-of-excessive-executive-compensation/
https://www.ft.com/content/7c9be0d8-d75b-45f3-8602-932ac25652b1?sharetype=blocked
https://www.ft.com/content/7c9be0d8-d75b-45f3-8602-932ac25652b1?sharetype=blocked
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time when 25,000 of AMC’s staff had been furloughed. There is a growing body of evidence which 
demonstrates that economic inequality serves to increase political polarization and raise poverty 
while reducing economic growth, contributing to poorer health outcomes, and undermining dem-
ocratic participation. Countering inequality is critical to the achievement of global sustainable 
development goals, and combating excessive executive pay is a key lever of change. 

Key Considerations
Although executive compensation is thought to be based on merit and tied to performance, in 
reality it is nothing of the sort. According to French economist Thomas Piketty, the situation has 
evolved such that “top managers by and large [have had] the power to set their own remuneration.” 
Many large firms have compensation committees, typically composed of other highly paid exec-
utives, who calculate CEO based on a benchmark of peers. This peer list is supposedly chosen at 
random, but is often cherry-picked to include companies that are larger and have executives that 
are paid more. Because most firms are biased to assume their own managers are above-average, 
they will set pay rates to exceed this benchmark, and as a result executive pay continues to climb 
upwards year after year. Additionally, most board directors serve on each other’s compensation 
committees, creating a quid pro quo environment in which escalating pay is the norm. Executive 
compensation consultants, meanwhile, are often bidding on other contracts with the same firms 
for whom they are determining executive pay. This problem is so pervasive that there is actually a 
positive correlation between CEO pay rates and the extent of a consultant’s conflicts of interest. 

On a comparative basis, companies that use compensation consultants end up disguising more 
of their pay in stock options and retirement deals, a strategy to shield their executives from tax 
liability or board scrutiny. By exercising forms of ‘stealth compensation’, such as generous retire-
ment plans and stock-based performance measures, firms are able to obfuscate the terms of 
employment and make the real pay value appear more opaque. While performance-based pay is 
theoretically subject to shareholder approval, shareholder votes are purely advisory, and it is only 
in rare cases that they have overturned executive pay decisions. 

There are many things a firm can do to improve pay equity, in particular by limiting the use of ex-
ecutive pay consultants, changing the structure of compensation committees, or imposing caps 
or limits on overall pay levels. Instead of using horizontal benchmarking relative to peers, firms 
should use vertical benchmarking in order to link executive pay to the pay structure of the com-
pany as a whole, most importantly by tying CEO pay to the pay of average workers. The High Pay 
Centre has developed a list of proposals for firms to crack down on excessive pay, which include: 
1. Paying in cash rather than stock, and requiring executives to purchase shares with their own 

money; 
2. Linking pay to non-financial targets (i.e. productivity levels, ESG and corporate purpose met-

rics) in order to limit the incentive for stock buybacks, short-term cost-cutting, or other forms 
of financial engineering; 

3. Broaden the diversity of remuneration committees, and impose rules to reduce conflicts of 
interest created by interlocking compensation committees; 

4. End ‘golden hello’ payments (i.e. generous introductory payments meant to attract high-per-
forming managers) when recruiting for unadvertised positions. 

To read more about living wage policies and ensuring a decent living for all employees, see Sec-
tion 2.3 on labour rights and working conditions. 

https://www.dallasfed.org/~/media/documents/research/papers/2014/wp1408.pdf
https://www.un.org/development/desa/dspd/wp-content/uploads/sites/22/2018/09/McKnight2.pdf
https://www.epi.org/publication/secular-stagnation/
https://www.ncbi.nlm.nih.gov/books/NBK43780/
https://www.e-ir.info/2016/12/10/how-inequality-undermines-democracy/
https://www.e-ir.info/2016/12/10/how-inequality-undermines-democracy/
https://www.dissentmagazine.org/online_articles/fatter-cats-executive-pay-and-american-inequality
https://share.ca/wp-content/uploads/2019/02/AligningCompensation-02-2019-1.pdf
https://highpaycentre.org/wp-content/uploads/2020/08/No_Routine_Riches_FINAL.pdf
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Tools
The main metric to determine if a company’s executives are overpaid is the ratio of CEO com-
pensation to the annual pay of the average worker at the firm. In the United States, the SEC has 
mandated the disclosure of CEO-to-worker pay ratios, although Canada has failed to adopt sim-
ilar rules. The AFL-CIO, the largest consortium of labour unions in the United States, publicizes an 
executive paywatch program that maintains a database of company pay-ratios, as well as a list 
of the highest-paid chief executives. The UK-based High Pay Centre hosts a research team that is 
fully dedicated to the study of executive pay. 

Excessive pay has increasingly become a concern among activist shareholders. There is an emerg-
ing norm towards ‘Say on Pay’ votes, which have been implemented across a majority of the TSX 
Composite Index and give company shareholders the opportunity to provide advisory votes on 
fair executive pay. Institutional Shareholder Services, the world’s leading provider of corporate 
governance solutions, recommended that shareholders vote against 10% of CEO pay packages 
at S&P 500 companies during the 2018 fiscal year. Some investors have even requested that com-
panies justify their executive compensation plans in light of broad-based lay-offs or employee 
pay cuts. For more information on executive compensation best practices, see the indicators 
listed on pages 46-72 of this report by Institutional Shareholder Services. 

The Canadian Coalition for Good Governance has a model Say on Pay policy, which stipulates 
that boards should hold advisory votes on executive compensation reports contained in annual 
proxy circulars, and give shareholders an opportunity to provide their input on the structure of ex-
ecutive compensation plans. SHARE, a Canadian investor coalition, has developed a framework 
for activist investors looking to improve equity and fairness in compensation strategies. The UN 
PRI has authored a series of broader guidelines for investors aiming to reduce income inequality 
specifically through targeting high CEO-pay. 

As You Sow, another major activist coalition, encourages shareholders to use their proxy power to 
target unjustified executive pay. Their CEO pay initiative aims to:
1. Engage shareholders and helping them hold money managers accountable for their votes;
2. Push companies to develop new social and environmental performance criteria, and work 

with them to do so;
3. Identify the most overpaid executives, the money managers that approved the compensation 

plans, the consultants that proposed them, and the compensation committee board directors 
that approved their compensation packages;

4. Encourage foundations and public funds to adopt stringent voting guidelines to address spe-
cific disconnects between pay and performance, as well as the systemic issues that drive the 
increases, such as peer group selection and inflationary ratcheting up of compensation.

The Net Positive World Readiness Test includes specific questions related to a company’s use of 
share buybacks and dividends, which often benefit shareholders in the short-term at the expense 
of long-term value creation. It asks:
1. Is the firm spending more on stock buybacks and special dividends than investing in people, 

R&D, and long-term value creation?
2. Has executive pay at the firm risen faster than average pay over the past 5 years (i.e. have 

workers been left behind)? 
3. Are there employees living at or below the poverty line?

https://aflcio.org/executive-paywatch
https://aflcio.org/executive-paywatch/company-pay-ratios
https://aflcio.org/executive-paywatch/highest-paid-ceos
https://aflcio.org/executive-paywatch/highest-paid-ceos
https://highpaycentre.org/
https://share.ca/wp-content/uploads/2019/02/AligningCompensation-02-2019-1.pdf
https://share.ca/wp-content/uploads/2019/02/AligningCompensation-02-2019-1.pdf
https://www.unpri.org/download?ac=5599
https://corpgov.law.harvard.edu/2016/10/25/ceo-pay-ratio-and-income-inequality-perspectives-for-compensation-committees/
https://www.issgovernance.com/file/products/qualityscore-techdoc.pdf
https://www.issgovernance.com/file/products/qualityscore-techdoc.pdf
https://ccgg.ca/policies/
https://share.ca/wp-content/uploads/2019/02/AligningCompensation-02-2019-1.pdf
https://share.ca/wp-content/uploads/2019/02/AligningCompensation-02-2019-1.pdf
https://www.unpri.org/download?ac=5599
https://www.asyousow.org/our-work/ceo-pay
https://netpositive.world/readiness-test/
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For information about linking stakeholder relations and sustainability incentives to executive 
compensation packages, please see Section 4.2 on Leadership and Governance. For further in-
formation about wages, automation, and layoffs, see Section 2.4 on Labour Practices. 

Case Studies
The regulatory context regarding executive pay levels is slowly changing, with new norms evolv-
ing around the world. As of 2019, UK firms are required to disclose and explain their CEO-to-aver-
age-worker pay ratios. Israel has gone further by instituting an upper limit on the compensation 
of executives in the financial sector, ensuring that no individual can make over 2.5 million shekels 
(CAD$905,000). Canada has yet to adopt any rules that restrict executive pay, make say on pay 
votes mandatory, or improve disclosure requirements. 

There are a number of examples of investors using their voting power to take aim at excessive 
executive compensation. In the UK, 70% of shareholders voted against the pay report of the su-
permarket chain Morrisons, and 60% of Rio Tinto shareholders voted against the pay package 
of CEO Jean-Sébastien Jacques, who resigned after a scandal. The Norwegian sovereign wealth 
fund, the largest such institution in the world, has also made headlines for announcing its inten-
tion to call for caps on executive pay at the companies in which it invests, opening a window of 
opportunity for other large asset managers to make similar commitments. 

Organizations/Initiatives
For further information about pay equity, income inequality, and corporate power, check out the 
following organizations: 
• High Pay Centre
• Fair Economy
• Oxfam 
• DirectorWatch - Centre for Economic and Policy Research 
• Hedge Clippers
• Economic Policy Institute
• Demos
• Institute for Policy Studies
• London School of Economics International Inequality Institute
• Columbia University Center for the Study of Wealth and Inequality

https://www.theguardian.com/business/2021/jun/26/executive-pay-big-names-that-fell-foul-of-shareholders
https://www.arabnews.com/node/1080796/business-economy
https://highpaycentre.org/
https://www.faireconomy.org/
https://www.oxfam.org/en/research/inequality-kills
https://cepr.net/director-watch/
https://hedgeclippers.org/
https://www.epi.org/
https://www.demos.org/
https://ips-dc.org/
https://www.lse.ac.uk/international-inequalities
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Description
Corruption, fraud, and other forms of malfeasance 
are a major issue for all businesses, particularly 
among firms operating in jurisdictions with weak gov-
ernance regimes where bribery and other forms of il-
licit payments are often considered a discreet cost of 
doing business. There are many types of corruption, 
which can include bribery, extortion, cronyism, kick-
backs, fraud, nepotism, insider trading, money laun-
dering, patronage, graft, and embezzlement. There 
is evidence that corruption costs developing gov-
ernments $1.26 trillion every year. Despite these risks, 
data by Transparency International has demonstrat-
ed that the state of corporate reporting on corrup-
tion risk remains extremely weak, while half of the 
world’s exports originate from countries that fail to 
punish foreign bribery. Corruption is regulated by the 
UN Convention Against Corruption (UNCAC), which 
is overseen by the UN Office on Drugs and Crime. To 
learn more about what firms should be doing to elim-
inate corruption risk and adopt anti-corruption poli-
cies, continue reading this PDF guide. 

Business
Ethics

3.4Corruption

https://hrbdf.org/dilemmas/corruption/#.YgQwR_VKg1J
https://www.weforum.org/agenda/2019/12/corruption-global-problem-statistics-cost/
https://www.weforum.org/agenda/2019/12/corruption-global-problem-statistics-cost/
https://www.transparency.org/
https://images.transparencycdn.org/images/2016_TransparencyInCorporateReporting_EMMs_EN.pdf
https://www.transparency.org/en/projects/exporting-corruption
https://www.transparency.org/en/projects/exporting-corruption
https://www.unodc.org/unodc/en/treaties/CAC/
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Issue Summary
Corruption, fraud, and other forms of malfeasance are a major issue for all businesses, particular-
ly among firms operating in jurisdictions with weak governance regimes where bribery and other 
forms of illicit payments are often considered a discreet cost of doing business. Despite these 
risks, data by Transparency International has demonstrated that the state of corporate reporting 
on corruption risk remains extremely weak; out of 100 companies surveyed, the average transpar-
ency score was 3.4 out of 10. Moreover, only 19 companies declared a commitment to prohibiting 
facilitation payments, and only 34 companies indicated that they extend their anti-corruption 
policies to associated third parties. Half of the world’s exports originate from countries that fail 
to punish foreign bribery, and 34 countries in the OECD demonstrate little or no enforcement of 
bribery laws despite comprising 46% of all global exports. 

Key Considerations
There are many types of corruption, which can include bribery, extortion, cronyism, kickbacks, 
fraud, nepotism, insider trading, money laundering, patronage, graft, embezzlement, influence 
peddling, and lobbying that results in regulatory capture, among others. Corruption is regulated 
by the UN Convention Against Corruption (UNCAC), which is overseen by the UN Office on Drugs 
and Crime. Article 12 of UNCAC deals with corruption in the private sector, and aims to encour-
age transparency and robust auditing standards while preventing bribery, conflicts of interest, 
and off-the-books accounting. For more information about UNCAC, review this briefing by the 
Chr. Michelsen Institute.

The G20 has developed a series of high-level principles on private sector transparency and integ-
rity, which cover a range of anti-corruption provisions. The OECD has also developed an anti-cor-
ruption ethics and compliance handbook for businesses, including recommendations related to 
policy development, internal controls, communications, and stakeholder relations. The UN Office 
on Drugs and Crime has published a detailed anti-corruption ethics and compliance program for 
businesses, which includes recommendations for businesses to develop an anti-corruption policy 
against the following violations, among others:
• Bribery of foreign public officials and officials of public international organizations; 
• Bribery in the private sector;
• Embezzlement of property in the private sector;
• Trading in influence;
• Abuse of function;
• Illicit enrichment;
• Laundering of proceeds of crime;
• Concealment of proceeds of crime; 
• Obstruction of justice. 

Companies should conduct due diligence on their corruption risk, and report on the elements 
contained in their anti-corruption programs by listing the areas of potential risk and describing 
procedures to attenuate that risk. The UNODC specifically recommends that businesses make 
specific policy commitments to eliminate facilitation payments, which are defined as “unofficial, 
improper, small payments made to a low level official to secure or expedite the performance of a 

https://www.transparency.org/
https://images.transparencycdn.org/images/2016_TransparencyInCorporateReporting_EMMs_EN.pdf
https://www.transparency.org/en/projects/exporting-corruption
https://www.transparency.org/en/projects/exporting-corruption
https://www.unodc.org/unodc/en/treaties/CAC/
https://track.unodc.org/track/en/resources-by-thematic-area/private-sector.html
https://www.cmi.no/publications/file/3769-uncac-in-a-nutshell.pdf
https://www.unodc.org/documents/corruption/G20-Anti-Corruption-Resources/Thematic-Areas/Private-Sector-Integrity-and-Transparency/G20_High_Level_Principles_on_Private_Sector_Transparency_and_Integrity_2015.pdf
https://www.unodc.org/documents/corruption/Publications/2013/Anti-CorruptionEthicsComplianceHandbook.pdf
https://www.unodc.org/documents/corruption/Publications/2013/Anti-CorruptionEthicsComplianceHandbook.pdf
https://www.unodc.org/documents/corruption/Publications/2013/13-84498_Ebook.pdf
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routine or necessary action.” Moreover, businesses should aim to extend their anti-corruption pol-
icies across all business relationships, including those with subsidiaries, affiliates, joint ventures, 
agents and intermediaries, and contractors and suppliers. Elements of a robust anti-corruption 
program will include that:
• The anti-corruption programme is consistent with all applicable laws;
• The anti-corruption programme is adapted to specific requirements of the company;
• The implementation and ongoing improvement of anti-corruption policies and procedures is 

based on a participatory approach, involving employees and external stakeholders;
• Compliance with the anti-corruption programme is mandatory to all levels, functions and ar-

eas of the company;
• Information on the anti-corruption programme and supporting material is easily accessible;
• The policies and procedures of the anti-corruption programme are easy to understand (e.g. 

avoidance of acronyms and technical terms);
• The anti-corruption programme aims to promote a trust-based and inclusive internal culture;
• The anti-corruption programme is directed at employees as well as relevant business partners;
• The anti-corruption programme is continuously adapted to changing business environments 

and internal learning;
• The company publicly reports on its anti-corruption programme to counter corruption.

Tools
To ensure maximum alignment with international best practices, firms should follow the due dili-
gence guidelines from the OECD, and specifically the guidelines on responsible business conduct 
in the financial sector. The OECD also hosts a due diligence policy hub for further information. 

Key self-assessment questions related to corruption policies from the International Corporate 
Governance Network include:
• Is there a zero-tolerance regime in place? 
• Does the policy cover payments of gifts or services to public officials as well as commercial 

counterparties? Does the company engage in open contracting? 
• Does the policy address facilitation payments and detail the safeguards the company has 

taken to avoid abuses in this area?
• Does the policy address potential associated conflicts of interest, including related party 

transactions and political lobbying or donations?
• Does the policy extend to third parties, such as agents of the company?
• Does it extend to the supply chain of the company and to other affiliated parties or partners, 

such as joint ventures? 
• To what extent is “anti-corruption” embedded within the culture of the company? What sort of 

actions will prove “counter cultural”?
• Is the anti-corruption policy part of the selection process for new contractors?

To evaluate the corruption risk of particular jurisdictions, Transparency International hosts a reg-
ularly updated Corruption Perception Index as well as its Global Corruption Barometer. The UN-
ODC has also published a list of country profiles which detail corruption risk in every nation. To 
perform your own assessment of corruption risk in different jurisdictions, review the methodology 
outlined by Transparency International in its National Integrity System Assessments, as well as its 
Business Integrity Country Agendas which outlines its own indicators and assessment processes. 

http://mneguidelines.oecd.org/due-diligence-guidance-for-responsible-business-conduct.htm
http://mneguidelines.oecd.org/due-diligence-guidance-for-responsible-business-conduct.htm
https://mneguidelines.oecd.org/rbc-financial-sector.htm
https://mneguidelines.oecd.org/rbc-financial-sector.htm
http://mneguidelines.oecd.org/due-diligence-policy-hub.htm
https://www.icgn.org/sites/default/files/ICGN%20Anti%20Corruption%20Guidance%202020.pdf
https://www.transparency.org/en/cpi/2021
https://www.transparency.org/en/gcb
https://www.unodc.org/unodc/en/corruption/country-profile/index.html
https://www.transparency.org/en/national-integrity-system-assessments
http://transparency
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Transparency International has developed a variety of other toolkits for businesses, and hosts a 
knowledge hub on anti-corruption efforts as well as a help desk for people wanting to learn more. 

All businesses should disclose their corruption risk, as well as the extent of their employee training 
related to anti-corruption policies and procedures, according to this standard developed by the 
Global Reporting Initiative. Best practices for disclosure developed by Transparency Internation-
al include the need to publish exhaustive lists of subsidiaries, affiliates, joint ventures and other 
related entities, and also publish financial accounts for every country of operation, including all 
payments to governments and public officials on a country-by-country basis. Similar to the pro-
cedures for fair tax disclosure, disclosure of corruption risk benefits from beneficial ownership 
registration; for more information, see this resource from the Basel Institute on Governance, and 
this report from Transparency International. For anti-corruption training programs available to 
employees and other partners, see these courses and resources available from the UN Global 
Compact and Global Affairs Canada. To better understand the role of organizational culture in 
anti-corruption policy, see this article by Ethical Systems. 

Bribery is a particularly common form of corruption in business dealings, one which is covered by 
a specific anti-bribery convention developed by the OECD. The OECD recommends in its good 
practice guidance that businesses develop anti-corruption programs which apply to all the fol-
lowing areas that could be abused for the purposes of bribery: gifts, hospitality, entertainment 
and expenses, customer travel, political contributions, charitable donations and sponsorships, 
facilitation payments, and solicitation and extortion. To help organizations evaluate bribery risk 
around the world, Trace International has developed its own Bribery Risk Matrix covering 194 juris-
dictions. Transparency International has also developed a list of business principles for countering 
bribery that should be reflected in all corporate anti-corruption policies. Transparency Interna-
tional also recommends that program reviews of the anti-bribery and anti-corruption programs 
be regularly delivered to the organization’s Audit Committee, and they have developed an assur-
ance framework to support this effort. 

Money laundering is another major problem related to corruption, particularly the laundering of 
funds that are criminally acquired and associated with human rights violations or the theft of 
public assets. Financial firms in particular should be sure to abide by the Wolfsberg Principles 
against financial crime in all business dealings, and perform due diligence according to these 
criteria developed by the Bank for International Settlements. These criteria stipulate that banks 
must document and enforce policies for identification of customers, with special attention to cus-
tomers from the following categories: 
1. Trust, nominee and fiduciary accounts;
2. Corporate vehicles;
3. Introduced business;
4. Client accounts opened by professional intermediaries;
5. Politically exposed persons;
6. Non-face-to-face customers;
7. Correspondent banking.

For more information about money laundering risk, see resources from the International Money 
Laundering Information Network, as well as their policies against the criminal use of the banking 
system. 

Fighting corruption in relations with governments is another important issue area, as the award-
ing of public sector contracts often comes with a high risk of bribery, kickbacks, or other forms 

https://www.transparency.org/en/toolkits/business
https://knowledgehub.transparency.org/
https://knowledgehub.transparency.org/helpdesk
https://www.globalreporting.org/standards/media/1006/gri-205-anti-corruption-2016.pdf
https://images.transparencycdn.org/images/2016_TransparencyInCorporateReporting_EMMs_EN.pdf
https://learn.baselgovernance.org/course/view.php?id=49
https://images.transparencycdn.org/images/2019_Who_is_behind_the_wheel_EN.pdf
https://globalcompact.ca/certificate-anticorruption/
https://www.ethicalsystems.org/corruption-2/
https://www.oecd.org/corruption/oecdantibriberyconvention.htm
https://www.oecd.org/daf/anti-bribery/44884389.pdf
https://www.oecd.org/daf/anti-bribery/44884389.pdf
https://www.transparency.org/en/publications/business-principles-for-countering-bribery
https://www.transparency.org/en/publications/business-principles-for-countering-bribery
https://www.transparency.org/en/publications/assurance-framework-for-corporate-anti-bribery-programmes
https://www.transparency.org/en/publications/assurance-framework-for-corporate-anti-bribery-programmes
https://www.wolfsberg-principles.com/
https://www.bis.org/publ/bcbs85.pdf
https://www.bis.org/publ/bcbs85.pdf
https://www.imolin.org/
https://www.imolin.org/
https://www.imolin.org/pdf/imolin/basle98.pdf
https://www.imolin.org/pdf/imolin/basle98.pdf
https://www.oecd.org/corruption-integrity/explore/oecd-standards/integrity-recommendation/
https://www.oecd.org/governance/public-procurement/procurement-and-rbc/
https://www.oecd.org/governance/public-procurement/procurement-and-rbc/
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of cronyism. The OECD has developed guidelines for businesses related to public procurement, 
and specific recommendations for the governance of infrastructure projects. The privatization of 
public assets, and also the formation of public-private partnerships, are another area of concern 
where the needs of special interests can trump the welfare of the general public and override prin-
ciples of democratic accountability. The G20 has released a list of high-level principles for pro-
moting integrity in privatization and private-public partnerships, which includes provisions to en-
sure clear governance, promote transparency, and promote stakeholder involvement. For further 
information about operating in weak governance zones, see this toolkit developed by the OECD. 

In order to implement strong anti-corruption programs, whistleblower protections are of vital im-
portance. Employees need to feel comfortable to speak out against unethical actions without fear 
of retaliation, such that violations can be caught early and dealt with appropriately. Transparen-
cy International has outlined the UNCAC provisions that deal with whistleblower protection, and 
Ethical Systems has emphasized the importance of creating a ‘speak-up and call-out culture’. For 
more information about whistleblowing, see this discussion by Workplace Fairness. 

Corruption is an extremely complex topic, and as a result incidents of corruption can often go un-
recognized for years at a time. To get a better understanding of corruption and how to identify it, 
the Basel Institute on Governance has developed a suite of courses that includes introductions to 
open-source intelligence, operational analysis of suspicious transactions, financial analysis using 
Excel, visualizing money flows, and other topics. Particularly relevant courses include resources 
on ‘following the money’ and tracing financial assets. 

Case Studies
For more information about positive case studies and stories of change, see this report from Trans-
parency International. A particularly inspiring story comes from the Indonesian state electricity 
provider,   Perusahaan Listrik Negara, which had a deeply entrenched history of corruption that 
culminated in the jailing of several senior officers in 2011, including the organization’s president. 
Since then, Transparency International has piloted an anti-corruption program by working with 
over 1,000 staff members across PLN to assess and mitigate corruption risks and implement whis-
tleblower protections and appropriate channels of communication. As of 2017, PLN ranked as 
Indonesia’s fifth most transparent state-owned enterprise according to the Central Information 
Commission. 

Organizations/Initiatives
To review information about corporate malfeasance and ongoing cases of corruption and crime, 
see the following watchdog organizations: 
• CorpWatch 
• CorporateWatch 
• Corporate Crime Reporter 
• Corporate Accountability  
• Corporate Research Project
• ViolationTracker
• Transnational Corporate Observatory 

https://www.oecd.org/gov/public-procurement/recommendation/
https://www.oecd.org/gov/infrastructure-governance/recommendation/
https://www.oecd.org/corruption-integrity/case-studies/cutting-the-risk-of-corruption-out-of-privatisation-aci.html
https://www.oecd.org/corruption-integrity/case-studies/cutting-the-risk-of-corruption-out-of-privatisation-aci.html
https://www.unodc.org/documents/corruption/G20-Anti-Corruption-Resources/Thematic-Areas/Private-Sector-Integrity-and-Transparency/G20_High-Level_Principles_G20_High-Level_Principles_for_Promoting_Integrity_in_Privatization_and_Public-Private_Partnerships_2020.pdf
https://www.unodc.org/documents/corruption/G20-Anti-Corruption-Resources/Thematic-Areas/Private-Sector-Integrity-and-Transparency/G20_High-Level_Principles_G20_High-Level_Principles_for_Promoting_Integrity_in_Privatization_and_Public-Private_Partnerships_2020.pdf
https://www.oecd.org/daf/inv/corporateresponsibility/36885821.pdf
https://www.transparency.org/en/publications/whistleblower-protection-and-the-un-convention-against-corruption
https://www.ethicalsystems.org/speak-up-and-call-out-culture/
https://www.workplacefairness.org/whistleblowing
https://baselgovernance.org/basel-learn
https://learn.baselgovernance.org/course/view.php?id=36
https://learn.baselgovernance.org/course/view.php?id=21
https://images.transparencycdn.org/images/2018_Report_StoriesOfChange_English.pdf
http://www.corpwatch.org/
https://corporatewatch.org/
http://www.corporatecrimereporter.com/
https://www.corporateaccountability.org/
https://www.corp-research.org/home-page
https://www.goodjobsfirst.org/violation-tracker
http://www.transnationale.org/


117

• Corporate Europe Observatory 
• Corporate Rap Sheets 
• Dirt Diggers Digest
• Corporate Dirt Archives 
• As You Sow 
• OpenCorporates

For information specific to corporate corruption, see the following organizations: 
1. Transparency International 
2. Center for International Private Enterprise - Anti-Corruption and Governance Center
3. Maritime Anti-Corruption Network
4. Offshore Leaks from the International Consortium of Investigative Journalists
5. Aleph Project from the Organized Crime and Corruption Reporting Project
6. Basel Institute on Governance
7. International Anti-Corruption Academy
8. The International Corporate Accountability Roundtable 
9. UN Office on Drugs and Crime
10. World Economic Forum Partnering against Corruption Initiative
11. International Money Laundering Information Network
12. Stolen Asset Recovery Initiative
13. Extractive Industries Transparency Initiative
14. Construction Sector Transparency Initiative 
15. Financial Action Task Force
16. Caribbean Financial Action Task Force
17. Basel Committee on Banking Supervision

For watchdogs specific to the global financial sector, see the following organizations:
1. FinanceWatch
2. Fair Finance Watch 
3. Fair Finance International
4. Reclaim Finance
5. Facing Finance 
6. BankTrack
7. Global Financial Integrity
8. Hedge Clippers 
9. Private Equity Stakeholder Project

https://corporateeurope.org/en
https://www.corp-research.org/corporaterapsheets
https://dirtdiggersdigest.org/
http://www.corporations.org/corplist.html
https://www.asyousow.org/
https://opencorporates.com/
https://www.transparency.org/en
https://acgc.cipe.org/
https://macn.dk/
https://offshoreleaks.icij.org/
https://www.icij.org/
https://aleph.occrp.org/
https://www.occrp.org/en
https://baselgovernance.org/
https://www.iaca.int/
https://icar.ngo/
https://www.unodc.org/
https://www.weforum.org/communities/partnering-against-corruption-initiative
http://www.imolin.org/
https://star.worldbank.org/
https://eiti.org/
https://infrastructuretransparency.org/
https://www.fatf-gafi.org/
https://www.cfatf-gafic.org/
https://www.bis.org/bcbs/
https://www.finance-watch.org/
http://www.fairfinancewatch.org/
https://fairfinanceguide.org/
https://reclaimfinance.org/site/en/home/
https://www.facing-finance.org/en/
https://www.banktrack.org/
https://gfintegrity.org/
https://hedgeclippers.org/
https://pestakeholder.org/
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Description
There are many ways that corporations weaponize the 
law, and particularly processes of private adjudication, 
to intimidate and take advantage of weak governments 
and silence opposition. One way that multinational cor-
porations use litigation to take advantage of weak gov-
ernments, particularly in the Global South, is through 
the exploitation of stabilization clauses in bilateral in-
vestment treaties which allow them to sue host govern-
ments for lost profits associated with the passage of 
social or environmental regulations. Such lawsuits often 
take place through the use of Investor-State Dispute 
Settlement (ISDS) mechanisms, whereby foreign inves-
tors are entitled to sue a national government for both 
real and perceived financial damages. In a similar fash-
ion, predatory investors known as ‘vulture funds’ have 
made a practice of purchasing distressed sovereign 
debt from low-income nations on secondary markets 
and then using litigation to intimidate cash-strapped 
governments into paying the full face value. Companies 
also often strategically employ litigation to obstruct ac-
countability and intimidate or silence critics, particular-
ly community activists such as environmental or human 
rights defenders. These forms of judicial harassment are 
called ‘strategic lawsuits against public participation’ 
(SLAPPs), and they have been used to great effect. To 
learn more about how to recognize and prevent abusive 
litigation practices, continue reading this PDF guide. 

Business
Ethics

3.5Coercive 
Litigation

https://hrbdf.org/dilemmas/stabilisation-clauses/#.YgNQIfXMI1I
https://unctad.org/system/files/official-document/diaepcbinf2021d7_en.pdf
https://unctad.org/system/files/official-document/diaepcbinf2021d7_en.pdf
https://www.iisd.org/publications/investment-treaties-and-why-they-matter-sustainable-development-questions-and-answers
https://www.afdb.org/en/topics-and-sectors/initiatives-partnerships/african-legal-support-facility/vulture-funds-in-the-sovereign-debt-context
https://www.greenpeace.org/eu-unit/issues/democracy-europe/4059/how-the-rich-and-powerful-use-legal-tactics-to-shut-critics-up/
https://media.business-humanrights.org/media/documents/files/Big_Polluters_and_SLAPPs_Briefing_FINAL.pdf
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Issue Summary
There are many ways that corporations weaponize the law, and particularly processes of private 
adjudication, to intimidate and take advantage of weak governments and silence opposition. 
The radical expansion of free trade agreements around the world over the last 30 years has dis-
proportionately benefited the owners of multinational enterprises, who are the clear beneficiaries 
of trade regimes designed to benefit foreign investors over people and the environment. 

One way that multinational corporations can use litigation to take advantage of weak govern-
ments, particularly in the Global South, is through the exploitation of stabilization clauses in bi-
lateral investment treaties which allow them to sue host governments for lost profits associated 
with the passage of social or environmental regulations. This often has the effect of coercing 
governments into capitulating to the demands of corporations and investors, at the expense of 
people and the environment. Such lawsuits often take place through the use of Investor-State 
Dispute Settlement (ISDS) mechanisms, whereby foreign investors are entitled to sue a national 
government for both real and perceived financial damages. Complications arise when, for exam-
ple, a government banning harmful chemicals, or restricting mineral extraction near vulnerable 
ecosystems may be seen as expropriating private capital. ISDS arbitration suits related to mining 
have rapidly increased in frequency since the late 1990s, and are often used by transnational 
corporations to coerce poorer governments into allocating resource concessions. Countries are 
often sued for sums that represent sizable portions of their annual GDP. In some cases, the threat 
of arbitration can pressure governments to reverse environmental protections, as was generally 
regarded to be the case when Indonesia exempted several foreign investors from a ban on open-
pit mining in protected forests.

In much the same vein, companies often strategically employ litigation to obstruct accountabil-
ity and intimidate or silence critics, particularly community activists such as environmental or 
human rights defenders. These forms of judicial harassment are called ‘strategic lawsuits against 
public participation’ (SLAPPs), and they have been used to great effect from 2015 to 2018 by pol-
luting firms seeking $904 million in damages from activist defendants as young as 15 years old. 

There are also ways that investment funds use coercive litigation to take advantage of dis-
tressed debt in developing nations. At a global level, a system of economic inequality is main-
tained through debt instruments and unfair trade rules that create a global extractive economy 
predicated on patterns of unequal exchange between nations in the Global North and Global 
South. Export-oriented growth policies, often imposed as loan conditionalities through structural 
adjustment programs, compel resource-rich nations to turn to extractive projects as a means 
to generate the foreign reserves to service debts owed to international creditors. In such ‘debt 
traps’, governments are required to remove barriers to growth in an effort to attract the foreign 
direct investment that will generate funds to pay increasingly expensive interest payments. Such 
exploitative patterns are generated because lending institutions like the International Monetary 
Fund are pursuing the interests of the international financial community. The resulting ‘Dutch dis-
ease’ directly impedes local development in order to generate profit for transnational firms. These 
relationships are particularly evident today in Latin America as well as Africa, a continent where 
for every dollar of loan inflows there are 80 cents of capital flight. For more information about the 
neocolonial aspects of the international financial system, see materials from the Bretton Woods 
Project. Hedge funds or private equity firms known as ‘vulture funds’ have made a practice of pur-
chasing distressed sovereign debt on secondary markets, where it trades significantly below its 
face value, and then recover the full amount through litigation and legal intimidation. According 

https://unctad.org/system/files/official-document/diaepcbinf2021d7_en.pdf
https://unctad.org/system/files/official-document/diaepcbinf2021d7_en.pdf
https://www.iisd.org/publications/investment-treaties-and-why-they-matter-sustainable-development-questions-and-answers
https://www.iisd.org/publications/investment-treaties-and-why-they-matter-sustainable-development-questions-and-answers
https://ideas.repec.org/a/bla/ajecsc/v77y2018i2p279-329.html
https://ideas.repec.org/a/bla/ajecsc/v77y2018i2p279-329.html
https://www.greenpeace.org/eu-unit/issues/democracy-europe/4059/how-the-rich-and-powerful-use-legal-tactics-to-shut-critics-up/
https://www.greenpeace.org/eu-unit/issues/democracy-europe/4059/how-the-rich-and-powerful-use-legal-tactics-to-shut-critics-up/
https://media.business-humanrights.org/media/documents/files/Big_Polluters_and_SLAPPs_Briefing_FINAL.pdf
https://www.sciencedirect.com/science/article/abs/pii/S0921800920300938
https://www.sciencedirect.com/science/article/abs/pii/S0921800920300938
https://ips-dc.org/structural_adjustment_programs/
https://ips-dc.org/structural_adjustment_programs/
https://www.globalissues.org/article/3/structural-adjustment-a-major-cause-of-poverty
https://www.globalissues.org/article/3/structural-adjustment-a-major-cause-of-poverty
https://wwnorton.com/books/9780393324396
https://www.brookings.edu/events/africas-odious-debts-how-foreign-loans-and-capital-flight-bled-a-continent/
https://www.brettonwoodsproject.org/
https://www.brettonwoodsproject.org/
https://www.afdb.org/en/topics-and-sectors/initiatives-partnerships/african-legal-support-facility/vulture-funds-in-the-sovereign-debt-context
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to an IMF report on vulture funds, eleven heavily indebted poor countries (HIPCs) have been tar-
geted so far in forty-six lawsuits, and the amounts demanded often represent a significant portion 
of the relevant national gross domestic product (GDP). As such, such lawsuits represent a signifi-
cant risk to social and environmental well-being given the public expenditures that they displace. 

Key Considerations
The Business and Human Rights Resource Centre has identified ISDS lawsuits as a threat to human 
rights. The Danish Institute for Human Rights, in its assessment tool on legal and governmental 
affairs, maintains that stabilization clauses should not be used for “exemption from or compensa-
tion for compliance with improved social and environmental laws of general application, legisla-
tion enacted to reasonably implement the host state’s international human rights obligations, or 
reasonably foreseeable changes in the law.” There are three main types of stabilization clauses, 
which include: 
• ‘Full-freezing clauses’: clauses that freeze the law of the host state with respect to the invest-

ment project over the life of the project; 
• ‘Economic equilibrium clauses’: clauses that require that the investor complies with new laws 

but also require that the investor be compensated for the cost of complying with them; 
• ‘Hybrid clauses’: clauses that require the state to restore the investor to the same position it 

had prior to changes in law. If used, it is essential that potential human rights implications of 
any stabilization clauses are carefully considered. 

SLAPP lawsuits are used in similar ways to obstruct social and environmental reforms. The Busi-
ness and Human Rights Resource Centre recorded over 3,100 attacks worldwide against com-
munity leaders, farmers, workers, unions, journalists, civil society groups and other defenders, of 
which 40% consisted of judicial harassment in the form of SLAPPs. The largest number of SLAPPs 
took place in Latin America (39%), followed by Asia and the Pacific (25%), Europe & Central Asia 
(18%), Africa (8.5%), and North America (9%). 

The issue of commercial abuse of sovereign indebtedness for private gain is extremely problemat-
ic. Vulture funds operate with impunity, and impose significant costs on nations that are already 
facing fiscal crisis. Vulture funds prey on the desperation of highly indebted poor countries by 
refusing to participate in debt structuring designed to ease the burden on cash-strapped govern-
ments, and instead pursuing the full face value of the sovereign debt plus any additional interest 
and penalties through litigation. Vulture funds can earn anywhere from 300% to 2000% returns 
on their initial investments, and they are an example of neocolonial exploitation that should not 
be tolerated in any instance. 

Tools
To find ongoing ISDS lawsuits, see the ISDS database provided by the UN Conference on Trade 
and Development, which can be navigated using their advanced search tool. The watchdog Bi-
laterals.org provides resources about the corporate abuse of free trade and investment agree-
ments, and they have a specific subsection discussing the role of ISDS mechanisms. There is also 
a worldwide Tax Treaties Explorer that allows users to identify how investment treaties between 
countries permit corporations to take advantage of loose tax rules and undermine  public invest-

https://www.business-humanrights.org/en/big-issues/trade-and-corporate-accountability/investor-state-dispute-settlement/
https://www.business-humanrights.org/en/big-issues/trade-and-corporate-accountability/investor-state-dispute-settlement/
https://old.business-humanrights.org/sites/default/files/7_Legal%20and%20governmental%20affairs_1.pdf
https://old.business-humanrights.org/sites/default/files/7_Legal%20and%20governmental%20affairs_1.pdf
https://www.business-humanrights.org/en/from-us/briefings/slapped-but-not-silenced-defending-human-rights-in-the-face-of-legal-risks/
https://www.afdb.org/en/topics-and-sectors/initiatives-partnerships/african-legal-support-facility/vulture-funds-in-the-sovereign-debt-context
https://investmentpolicy.unctad.org/investment-dispute-settlement
https://investmentpolicy.unctad.org/investment-dispute-settlement/advanced-search
https://www.bilaterals.org/
https://www.bilaterals.org/
https://www.isds.bilaterals.org/
https://www.treaties.tax/en/
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ment. 

The UN Office of the High Commissioner for Human Rights has developed a list of principles for 
corporations to pursue in the negotiation of contracts with states which ensure that human rights 
provisions be respected throughout the execution of all proposed projects. These principles in-
clude that: 
1. The parties should be adequately prepared and have the capacity to properly address the 

human rights implications of projects during negotiations;
2. Responsibilities for preventing and mitigating human rights risks associated with the project 

and its activities should be clarified and agreed before the contract is finalized;
3. The laws, regulations and standards governing the execution of the project should facilitate 

the prevention, mitigation and remedy of any negative human rights impact throughout the 
life cycle of the project;

4. Contractual stabilization clauses, if used, should be carefully drafted so that any protections 
for investors against future changes in law do not interfere with the State’s bona fide efforts 
to implement laws, regulations or policies, in a non-discriminatory manner, in order to meet its 
human rights obligations;

5. If the contract envisages that investors will provide additional services beyond the scope of 
the project, this should be carried out in a manner compatible with the State’s human rights 
obligations and the investor’s human rights responsibilities;

6. Physical security for the project’s facilities, installations or personnel should be provided in a 
manner consistent with human rights principles and standards;

7. The project should have an effective community engagement plan through its life cycle, start-
ing at the earliest stages of the project;

8. The State should be able to monitor the project’s compliance with relevant standards to pro-
tect human rights, while providing the necessary assurances to business investors against ar-
bitrary interference in the project;

9. Individuals and communities that are affected by project activities, but not party to the con-
tract, should have access to an effective non-judicial grievance mechanism;

10. The contract’s terms should be disclosed, and the scope and duration of exceptions to such 
disclosure should be based on compelling justifications.

The Business and Human Rights Resources Centre also hosts a database of ongoing SLAPP cases, 
as well as materials about legal defences against SLAPP lawsuits. Companies should not abuse 
SLAPP lawsuits to silence their critics, and must commit to redressing grievances of communities 
and affected stakeholders wherever appropriate.

The United Nations Human Rights Council has adopted a resolution to oppose the activities of 
vulture funds. For more information about vulture fund activity, see this report by the Committee 
for the Abolition of Illegitimate Debt, as well as this handbook on how to stop vulture fund lawsuits 
from the UK Commonwealth Secretariat. 

Case Studies
The case of Vancouver-based Eco Oro Minerals suing the state of Colombia over a protected 
wetland is a salient example of this kind of predatory behaviour. For several years, Eco Oro has 
planned to mine for copper and gold in Colombia’s Santurban Paramos, a high-altitude wetland 

https://www.ohchr.org/Documents/Publications/Principles_ResponsibleContracts_HR_PUB_15_1_EN.pdf
https://www.ohchr.org/Documents/Publications/Principles_ResponsibleContracts_HR_PUB_15_1_EN.pdf
https://www.business-humanrights.org/en/from-us/slapps-database/
https://www.business-humanrights.org/en/big-issues/corporate-legal-accountability/materials-on-slapps/
https://www.ohchr.org/EN/HRBodies/HRC/AdvisoryCommittee/Pages/VultureFunds.aspx
http://www.cadtm.org/Vulture-funds-Vulture-fund
https://production-new-commonwealth-files.s3.eu-west-2.amazonaws.com/migrated/key_reform_pdfs/Stop%20Vulture%20Fund%20Lawsuits%20EB.pdf
https://ideas.repec.org/a/bla/ajecsc/v77y2018i2p279-329.html
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which provides the drinking water for two million people in the surrounding area. The World Bank’s 
private finance arm divested from Eco Oro in 2016 due to ongoing opposition from the local com-
munity, led by groups such as the Committee in Defense of the Water and Paramos of Santurban. 
Despite the ecological and social risks posed by the project, Eco Oro has sued the state of Co-
lombia through an investor-state dispute mechanism in the bilateral Canada-Colombia Trade 
Agreement, claiming damages of $750 million USD. This arbitration is funded by Tenor Capital, 
a financial firm aiming to turn a profit from the compensatory payments for perceived lost prof-
its. All companies, particularly in the extractives sector, have a responsibility to use stabilization 
clauses in non-coercive ways, and make sure that social and environmental consequences are 
considered in all state-investor relations. 

Organizations/Initiatives
For more information about ISDS mechanisms, SLAPP lawsuits, and other forms of corporate wea-
ponization of the law, see the following organizations: 
• Bilaterals.org
• UNCTAD - Investment Dispute Settlement Navigator
• Tax Treaties Explorer 
• World Bank - Database of Bilateral Investment Treaties
• Business and Human Rights Resources Centre

For information related to odious debt, underdevelopment, and global economic justice, see the 
following organizations: 
• Global Action for Debt Cancellation
• Asian Peoples’ Movement on Debt and Development
• Jubilee South
• Jubilee Debt Campaign
• Committee for the Abolition of Illegitimate Debt
• Global Justice Now
• African Forum and Network on Debt and Development 
• Latin American Network for Economic and Social Justice
• The Bretton Woods Project
• The Third World Network
• The South Centre

https://www.bilaterals.org/
https://investmentpolicy.unctad.org/investment-dispute-settlement
https://www.treaties.tax/
https://icsid.worldbank.org/resources/databases/bilateral-investment-treaties
https://www.business-humanrights.org/en/from-us/slapps-database/
https://debtgwa.net/
https://www.apmdd.org/
https://www.jubileesouth.org/
https://jubileedebt.org.uk/
https://www.cadtm.org/English
https://www.globaljustice.org.uk/
https://afrodad.org/
https://www.latindadd.org/
https://www.brettonwoodsproject.org/
https://www.twn.my/
https://www.southcentre.org/
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Description
Throughout the industrialized world, economic and 
wealth inequality has been rising for several decades. 
Although there are many drivers of economic inequal-
ity (including excessive compensation and offshore tax 
havens, as mentioned above), another key factor has 
been financialization, defined as the process by which 
the power and size of the financial services sector in-
creases relative to the real economy. New research by 
the Bank of International Settlements has proven that, 
beyond a certain point, financial sector growth tends to 
crowd out real economic growth and thus contributes to 
wage stagnation and inequality. The increased power of 
finance capital, in its prioritization of short-term stock 
performance, has helped aid the rise of predatory prac-
tices like corporate raiding, asset-stripping, widespread 
layoffs, and an explosion of merger activity that greatly 
increased the concentration of wealth and the power of 
monopolies. To learn more about financialization, and 
how to recognize the warning signs of aggressive merg-
er activity or predatory practices, continue reading this 
PDF guide. 

Business
Ethics

3.6Economic 
Inequality

https://www.bis.org/publ/work490.htm
https://www.ft.com/content/5a8ab27e-d470-11e9-8367-807ebd53ab77
https://www.ft.com/content/5a8ab27e-d470-11e9-8367-807ebd53ab77
https://www.vox.com/the-goods/2020/1/6/21024740/private-equity-taylor-swift-toys-r-us-elizabeth-warren
https://www.vox.com/the-goods/2020/1/6/21024740/private-equity-taylor-swift-toys-r-us-elizabeth-warren
https://ecgi.global/sites/default/files/Mergers%20and%20Acquisitions%2C%20Technological%20Change%20and%20Inequality.pdf
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Issue Summary
Throughout the industrialized world, economic and wealth inequality has been rising for sever-
al decades, largely as a function of a prevailing neoliberal economic ideology that privileged 
‘trickle-down economics’, or the debunked theory that a combination of privatization, deregula-
tion, and trade liberalization would increase overall economic prosperity. In 1970, Chicago school 
economist Milton Friedman wrote an influential New York Times article stating that “the only so-
cial responsibility of business is to increase its profits.” Friedman’s argument, and the neoliberal 
theories he espoused, would go on to launch a new age of shareholder primacy in which the sole 
purpose of business was to make profits regardless of any negative social and environmental ex-
ternalities. Friedman’s dictates, spread across the industrialized world by an army of disciples, in-
stigated a fundamental change in corporate governance regimes. After the neoliberal paradigm 
shift, corporate behaviour became more extractive and short-term in nature, focused on main-
taining shareholder value at the expense of workers and communities. Economic inequality rose 
sharply across the Western world during a long period of downsizing, cost-cutting, offshoring, 
deunionization, automation, deindustrialization, tax-cutting, and rising executive pay, all driven 
by the desire to increase shareholder value. This was accompanied by a fundamental attack on 
social democratic institutions through a process of privatization, tax-cutting, and deregulation 
designed to unravel labour and environmental protections believed to be shrinking the bottom 
line. 

A major strategy in the shift towards shareholder primacy has been a massive increase in finan-
cialization, seen through both the increasing dominance of the financial services sector as well as 
the more insidious way that regular corporations come to behave more and more like banks. The 
increased power of finance capital, in its prioritization of short-term stock performance, has sub-
stituted value extraction for value creation, leading to the rise of predatory practices like corpo-
rate raiding, asset-stripping, widespread layoffs, and an explosion of merger activity that greatly 
increases the concentration of wealth and the power of monopolies. As share-based compensa-
tion rose as a proportion of managers’ overall pay, they began focusing on short-term stock per-
formance at the expense of other activities (see Section 3.3 on excessive compensation). Activist 
hedge funds routinely intervene in companies to prevent long-term strategic investments that 
might be seen to temporarily depress share prices, while firms reduce spending on innovation and 
employee reskilling in favour of stock buybacks and exorbitant executive compensation. New re-
search by the Bank of International Settlements has proven that, beyond a certain point, financial 
sector growth tends to crowd out real economic growth, indicating that not only are corporations 
unable to address intersecting social and environmental crises, but they are also increasingly un-
able to even generate basic economic prosperity. 

Key Considerations
There are many mechanisms by which economic inequality has increased over the last 40 years, 
including in particular the expanding power of the financial sector and the increasing monopo-
lization of the economy. This toolkit has already addressed some major drivers of inequality (in-
cluding Section 3.2 on unfair taxation, and Section 3.3 on excessive compensation), while this 
section aims to address some others. 

In both Canada and the United States, weak enforcement of antitrust laws combined with an 

https://www.corpwatch.org/article/what-neoliberalism
https://www.faireconomy.org/trickle_down_economics_four_reasons
https://americanaffairsjournal.org/2018/02/neoliberalism-movement-dare-not-speak-name/
https://americanaffairsjournal.org/2018/02/neoliberalism-movement-dare-not-speak-name/
https://www.nytimes.com/1970/09/13/archives/a-friedman-doctrine-the-social-responsibility-of-business-is-to.html
https://www.nytimes.com/1970/09/13/archives/a-friedman-doctrine-the-social-responsibility-of-business-is-to.html
https://www.tandfonline.com/doi/abs/10.1080/030851400360541
https://www.hup.harvard.edu/catalog.php?isbn=9780674088344
https://global.oup.com/academic/product/predatory-value-extraction-9780198846772?cc=ca&lang=en&
https://www.brookings.edu/research/inequality-beyond-neoliberalism-policies-for-more-inclusive-growth/
https://www.brookings.edu/research/inequality-beyond-neoliberalism-policies-for-more-inclusive-growth/
https://www.ft.com/content/5a8ab27e-d470-11e9-8367-807ebd53ab77
https://www.penguinrandomhouse.com/books/247738/makers-and-takers-by-rana-foroohar/
https://www.penguinrandomhouse.com/books/247738/makers-and-takers-by-rana-foroohar/
https://www.vox.com/the-goods/2020/1/6/21024740/private-equity-taylor-swift-toys-r-us-elizabeth-warren
https://www.vox.com/the-goods/2020/1/6/21024740/private-equity-taylor-swift-toys-r-us-elizabeth-warren
https://ecgi.global/sites/default/files/Mergers%20and%20Acquisitions%2C%20Technological%20Change%20and%20Inequality.pdf
https://www.ineteconomics.org/perspectives/blog/meet-the-new-koch-brothers-the-hedge-fund-activists-wrecking-americas-green-new-deal
https://www.ineteconomics.org/perspectives/blog/meet-the-new-koch-brothers-the-hedge-fund-activists-wrecking-americas-green-new-deal
https://www.vox.com/2018/8/2/17639762/stock-buybacks-tax-cuts-trump-republicans
https://www.bis.org/publ/work490.htm
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exponential increase in the power of the financial sector has led to a period of aggressive merger 
and acquisition activity that has increased market concentration, worsened income and wealth 
inequality, and led to the creation of new monopolies. In addition, many firms in the private equity 
industry have found ways to use deal structures like leveraged buy-outs to profit from the disman-
tling of underperforming companies, a predatory practice sometimes referred to as ‘corporate 
raiding’. In many examples, firms believed to be underperforming are taken over by activist in-
vestors who seek to improve profitability through aggressive cost-cutting programs (which often 
include laying off thousands of employees), only to profit from the resale of the firm at a higher 
value down the road. 

The growth of the private equity industry has been staggering, and there is significant evidence 
that private equity has substantially exacerbated economic inequality, particularly during the 
COVID-19 pandemic. There are many examples of the destructive social consequences of pri-
vate equity ownership in a variety of industries, from healthcare to retail to home ownership.  In 
2020 alone, private equity deals helped result in 500,000 job losses in the American retail sector. 
But the income-polarizing effects of private equity long predate the pandemic; in a particularly 
egregious example highlighted by journalist Nicholas Shaxson, private equity mogul Wilbur Ross 
gained effective control of the US steel industry in the early 2000s, and pocketed $4.5 billion from 
its ‘restructuring’--an amount roughly equal to the sum that steelworkers and retirees lost in health 
and pension plans. Wilbur Ross then went on to become the Secretary of Commerce for President 
Donald Trump. For more information about this issue, see The Buyout of America by Josh Kosman. 

In coming years, it is also very likely that advances in artificial intelligence will displace many 
workers from the economy, lead to widespread unemployment and prompting the creation of a 
‘useless class’. Research by McKinsey finds that half of the activities people are currently paid to 
do could be automated, representing approximately $15 trillion in wages. The Shift Project has 
identified automation as a threat to human rights, specifically in the form of automation at a 
speed or scale that gives workers little chance to adapt. 

Tools
1. Monopolistic Practices 
Companies engage in a variety of monopolistic practices that have the potential to violate an-
titrust laws or provisions against price-fixing, collusion, and other forms of anti-competitive be-
haviour. The Global Reporting Initiative has developed a disclosure standard for monopolistic 
practices, which include the total number of legal actions pending or completed regarding an-
ti-competitive behavior and violations of antitrust legislation. 

Strafford Publications has compiled a list of red flags in business dealings that may lead to anti-
trust violations; while the recommendations are specific to the US, the underlying principles are 
similar for Canadian law. The National Contract Management Association has also published 
an article identifying red flags related to a variety of anti-competitive practices, including price 
fixing, bid rigging, and market allocation agreements. 

For more information about competition law in Canada, review this briefing from the Competition 
Bureau of Canada, this primer from Fasken Partners, or this resource from McCarthy Tetrault. 

https://policyalternatives.ca/publications/monitor/takeovers-and-taxation
https://policyalternatives.ca/publications/monitor/takeovers-and-taxation
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3357041
https://equitablegrowth.org/how-market-power-has-increased-u-s-inequality/
https://equitablegrowth.org/how-market-power-has-increased-u-s-inequality/
https://www.theatlantic.com/ideas/archive/2020/07/pandemic-making-monopolies-worse/614644/
https://www.theatlantic.com/ideas/archive/2020/07/pandemic-making-monopolies-worse/614644/
https://www.vox.com/the-goods/2020/1/6/21024740/private-equity-taylor-swift-toys-r-us-elizabeth-warren
https://www.vox.com/the-goods/2020/1/6/21024740/private-equity-taylor-swift-toys-r-us-elizabeth-warren
https://journals.sagepub.com/doi/full/10.1177/00027642211003162
https://www.bloomberg.com/news/features/2020-05-20/private-equity-is-ruining-health-care-covid-is-making-it-worse
https://pestakeholder.org/report/pirate-equity-how-wall-street-firms-are-pillaging-american-retail/
https://www.newyorker.com/magazine/2021/03/15/what-happens-when-investment-firms-acquire-trailer-parks
https://ourfinancialsecurity.org/wp-content/uploads/2020/12/double-exposure-PE-retail-jobs-12-2020-1.pdf
https://www.penguinrandomhouse.com/books/302029/the-buyout-of-america-by-josh-kosman/
https://ideas.ted.com/the-rise-of-the-useless-class/
https://shiftproject.org/resource/redflag-21/
https://www.globalreporting.org/standards/media/1007/gri-206-anti-competitive-behavior-2016.pdf
http://media.straffordpub.com/products/detecting-antitrust-red-flags-in-business-dealings-avoiding-costly-pitfalls-2014-08-26/presentation.pdf
https://www.ncmahq.org/Shared_Content/CM-Magazine/CM-Magazine-December-2020/Tips-for-Spotting-the-Red-Flags-of-Antitrust-Crimes-and-Collusion-in-Contracting.aspx?WebsiteKey=b1a73ade-fc1d-414a-a6b5-f8223a0c420b
https://www.competitionbureau.gc.ca/eic/site/cb-bc.nsf/eng/h_02758.html
https://www.fasken.com/en/knowledge/doing-business-canada/2021/10/4-competition-antitrust-law
https://marcomm.mccarthy.ca/pubs/antitrus_overview.pdf
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2. Corporate Raiding 
The negative consequences of private equity ownership are a direct result of short-termism in 
corporate governance. While some firms may see higher profits after a process of restructuring, 
this is often at the expense of long-term value creation, and many of these firms collapse in the 
years following their eventual resale. To better understand how the private equity industry works 
and worsens economic inequality, see this blogpost from impact investor David O’Leary. For more 
information about private equity practices from affected stakeholders, see the work of the Private 
Equity Stakeholder Project.  

Private equity firms must ensure that the social and economic consequences of potential deals 
are considered in all investment decisions as a matter of due diligence. Most importantly, employ-
ees working in the private equity industry have an ethical responsibility to raise these questions, 
and speak against the existence of predatory practices wherever they exist. If a potential deal 
appears likely to exacerbate economic inequality through cost-cutting culminating in significant 
job losses, investment analysts should not be afraid to voice opposition.

3. Automation and Reskilling
The ILO has done comprehensive research on the threat of automation, and for more information 
check out these resources from the Business and Human Rights Resources Centre. To avoid the 
unequal distributional effects of AI-related automation, employers should provide their employ-
ees with the opportunity to retrain themselves to work alongside new digital tools, rather than be 
replaced by them. Employers should ensure that they make optimal use of opportunities for reskill-
ing of employees, while reminding themselves of the fact that digital technologies cannot replace 
the value of face-to-face interaction. Managers must consider the impact of their decisions on 
the communities they operate in while also investing in digital literacy training for employees. The 
Global Reporting Initiative has also developed a disclosure standard for training and education 
of employees, which includes provisions for training required to adapt to changing technologies 
and work requirements.

Case Studies 
The corporate pillaging of Toys “R” Us is a classic instance of the exploitative nature of lever-
aged buy-out practices. The bankruptcy of Toys “R” Us was driven by unsustainable levels of debt 
accrued as a result of the deal; by 2017, Toys “R” Us had a debt burden of $5.2 billion, and was 
paying up to $517 million in interest every year. The ultimate collapse of the company resulted 
in 33,000 employees losing their jobs. This is far from an isolated example; as the bankruptcy 
of Hahnemann Hospital in Detroit indicates, the intrusion of private equity into the healthcare 
industry has caused a crisis of mismanagement driven by corporate short-termism and a struc-
tural inability to consider the needs of patients and employees. To provide a Canadian case, the 
gutting of Sears had devastating impacts for the pension plans of Sears Canada employees. For 
a comprehensive list of predatory examples of private equity practices, see this fact sheet on the 
proposed Stop Wall Street Looting Act from Americans for Financial Reform. 

https://www.theguardian.com/commentisfree/2021/aug/27/private-equity-draining-british-business-dry
https://www.davidoleary.ca/post/7-problems-with-private-equity-that-contribute-to-wealth-inequality-and-how-to-fix-them
https://pestakeholder.org/
https://pestakeholder.org/
https://www.ilo.org/wcmsp5/groups/public/---ed_emp/---emp_policy/documents/publication/wcms_634157.pdf
https://www.business-humanrights.org/en/big-issues/technology-human-rights/automation/
https://sloanreview.mit.edu/article/what-employees-tell-us-about-automation-and-re-skilling/
https://sloanreview.mit.edu/article/what-employees-tell-us-about-automation-and-re-skilling/
https://www.hrtechnologist.com/articles/learning-development/how-digital-literacy-in-the-workplace-can-create-a-stronger-workforce/
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https://www.theatlantic.com/magazine/archive/2018/07/toys-r-us-bankruptcy-private-equity/561758/
https://theweek.com/articles/761124/how-vulture-capitalists-ate-toys-r
https://www.newyorker.com/magazine/2021/06/07/the-death-of-hahnemann-hospital
https://www.newyorker.com/magazine/2021/06/07/the-death-of-hahnemann-hospital
https://theweek.com/articles/801927/how-vulture-capitalists-ate-sears
https://theweek.com/articles/801927/how-vulture-capitalists-ate-sears
https://www.ctvnews.ca/business/representative-for-17-000-sears-canada-retirees-says-insolvency-laws-are-unjust-1.5461559
https://ourfinancialsecurity.org/2021/10/fact-sheet-stop-wall-street-looting-act-of-2021/
https://ourfinancialsecurity.org/
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Organizations/Initiatives
For watchdogs specific to the global financial sector, see the following organizations:
• FinanceWatch
• Fair Finance Watch 
• Fair Finance International
• Americans for Financial Reform
• Reclaim Finance
• Facing Finance 
• BankTrack
• Global Financial Integrity
• Hedge Clippers 
• Private Equity Stakeholder Project

https://www.finance-watch.org/
http://www.fairfinancewatch.org/
https://fairfinanceguide.org/
https://ourfinancialsecurity.org/
https://reclaimfinance.org/site/en/home/
https://www.facing-finance.org/en/
https://www.banktrack.org/
https://gfintegrity.org/
https://hedgeclippers.org/
https://pestakeholder.org/
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Description
Recognizing the abysmal failures of the sharehold-
er primacy model, there has been a global move-
ment of purposed-oriented businesses emerging 
from the grassroots. Often smaller in scale, these 
social enterprises are focused on integrating so-
cial and environmental purpose into their very rea-
son for being, turning their business models into 
ones that inherently strive to make the world a bet-
ter place. Mainstream corporations have caught 
on to this language of purpose, and many large 
corporations are adopting purpose statements of 
their own that serve to orient their firms in a time of 
social upheaval. A growing movement for ‘stake-
holder capitalism’ has emerged that, on paper, 
obliges firms to consider the needs of all stake-
holders, not just shareholders. Businesses should 
aim not just to release new purpose statements re-
plete with vague platitudes and empty promises; 
instead, they must fundamentally transform their 
business models and governance practices from 
the ground up to prioritize social and environmen-
tal well-being and achieve the promise of their pur-
pose. To learn more about corporate purpose and 
the creation of transformative business models, 
continue reading this PDF.

Business Model
and Organization

4.1Business Model 
Transformation

https://www.regenerativestories.org/
https://www.regenerativestories.org/
https://www.centreforsocialenterprise.com/what-is-social-enterprise/
https://www.weforum.org/agenda/2021/01/klaus-schwab-on-what-is-stakeholder-capitalism-history-relevance/
https://www.weforum.org/agenda/2021/01/klaus-schwab-on-what-is-stakeholder-capitalism-history-relevance/
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Issue Summary
As the frailty of democracy becomes increasingly apparent in an era of increasing political po-
larization, social antagonism, and class resentment, business leaders around the world have paid 
lip service to the need for change. A growing movement for ‘stakeholder capitalism’ has emerged 
that, on paper, obliges firms to consider the needs of all stakeholders, not just shareholders. How-
ever, there is scant evidence that this trend has moved beyond sloganeering and catchy rhetoric, 
even leading some to characterize it as an ‘elite charade’. The Business Roundtable, the largest 
corporate lobbying group in the United States, adopted a new ‘Statement on the Purpose of a 
Corporation’ even as it lobbied for corporate tax breaks under President Trump and advocated 
against President Biden’s social spending bill. This hypocrisy is not new; for decades, the doctrine 
of ‘corporate social responsibility’ has failed to address the problems of shareholder primacy. At 
best, CSR serves to marginally reduce a firm’s negative impacts, while at worst it amounts to little 
more than an elaborate form of marketing and positive publicity.  

Recognizing the failures of the shareholder primacy model, there has been a global movement of 
purposed-oriented businesses emerging from the grassroots. Often smaller in scale, these social 
enterprises are focused on integrating social and environmental purpose into their very reason 
for being, turning their business models into ones that inherently strive to make the world a better 
place. The United Way Social Purpose Institute defines social purpose as where the purpose of the 
business is to create a better world, while the British Academy Future of the Corporation program 
defines the purpose of business as “producing profitable solutions to the problems of people and 
planet and not profiting from creating problems.” The global B Corp movement has grown expo-
nentially, leading more and more companies around the world to aspire to become a certified 
‘benefit corporation’. A global ‘Social and Solidarity Economy’ is developing around principles of 
economic democracy, social well-being, and ecological restoration, aiming to serve as a genuine 
alternative to neoliberal capitalism. At the foundation of this movement is a growing ecosystem 
of cooperative-owned, community-focused organizations aiming to create a more just and equi-
table economy that works for everyone, not just an elite class of owner-managers. 

Mainstream corporations have caught on to this language of purpose, and many large corpo-
rations are adopting purpose statements of their own that serve to orient their firms in a time of 
social upheaval. The movement towards a more conscious capitalism is long overdue, and should 
be applauded. However, it is equally important to ensure that the language of ‘purpose’ does not 
become another form of vacuous virtue-signaling tailor-made for a new age of socially aware 
consumers. Businesses should aim not just to release new purpose statements replete with vague 
platitudes and empty promises; instead, they must fundamentally transform their business models 
and governance practices from the ground up to prioritize social and environmental well-being 
and achieve the promise of their purpose. This means actively undermining shareholder prima-
cy by sharing power with stakeholders, giving voice to workers and affected communities, tying 
executive pay to prosocial goals, allocating substantial resources to organizational change, and 
investing for the long-term, in addition to many other necessary reforms. Instead of focusing on 
incrementally reducing negative harms, firms must focus on creating positive social and environ-
mental value as their reason for being, and redefine the very meaning of the concept of ‘value’ in 
the process. 

At the same time, undermining shareholder primacy will never happen without the creation of 
new laws and regulations that oblige corporations to care for the interests of groups other than 
shareholders. Substantial policy change will be required for firms to move towards a fundamen-
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tal reinterpretation of fiduciary duty, and to implement forms of integrated reporting that do not 
require translating non-financial issues into the language of enterprise materiality. In the Unit-
ed Kingdom, reporting on corporate purpose has been enshrined in the corporate governance 
code since July 2018, legally requiring firms to align managerial interests with action on corporate 
purpose. We need to go much further than just disclosure, however. When running for President 
in 2020, Elizabeth Warren developed a proposed ‘Accountable Capitalism Act’ that was full of 
ideas to institutionalize corporate purpose, including the notion of mandatory corporate char-
ters, worker representation on boards, constituency statutes for corporate directors, and other 
transformative clauses. As the fundamentally hollow nature of the shareholder primacy model 
becomes more clear over time, ambitious proposals like these will become increasingly common-
place.

Key Considerations
The notion of social purpose cannot simply be superficially applied on top of the existing model 
of short-term, profit-maximizing neoliberal capitalism if it is to have a real effect. Existing lan-
guage around corporate purpose often positions purpose as the best way for firms to make mon-
ey, which can paradoxically cause firms to pursue ethical or purposeful action only when it is 
profitable to do so (while ignoring it otherwise). For a firm to adopt a corporate purpose that has 
genuine meaning, this must involve much more than copy-pasting the language of social pur-
pose onto its existing business strategy. In fact, it requires a complete and total transformation 
of a corporation’s underlying business model, as well as its organizational structure, culture, and 
governance processes. 

To illustrate this difference, consider the case of corporate purpose in the oil and gas industry, a 
sector that is experiencing significant disruption. For a fossil fuel firm to adopt a new corporate 
purpose in the age of climate action, it would need to restructure itself as a clean energy compa-
ny by transitioning away from high-emitting fuels, shifting capital expenditures towards renew-
able energy generation, and wind down existing reserves. What this would not look like is the firm 
releasing a new purpose statement to brand itself as the world’s leading “sustainable, responsible 
clean fuel company” by announcing vague plans to use carbon capture or offsets to disguise the 
harm it creates. In the first case, the firm has genuinely recognized the need to reform and fully 
martialled its resources in the direction of organizational transformation; in the latter, the firm 
hides behind appealing language and positive PR to avoid investing in real change. 

The British Academy, in its report on the future of the corporation, has developed a set of prin-
ciples for purposeful business that address many of these systemic problems, and pave a way 
forward for a new era of purpose driven businesses. These principles include: 
1. Corporate law should place purpose at the heart of the corporation and require directors to 

state their purposes and demonstrate commitment to them;
2. Regulation should expect particularly high duties of engagement, loyalty and care on the part 

of directors of companies to public interests where they perform important public functions;
3. Ownership should recognise obligations of shareholders and engage them in supporting cor-

porate purposes as well as in their rights to derive financial benefit;
4. Corporate governance should align managerial interests with companies’ purposes and es-

tablish accountability to a range of stakeholders through appropriate board structures. They 
should determine a set of values necessary to deliver purpose, embedded in their company 

https://www.thebritishacademy.ac.uk/publications/future-of-the-corporation-principles-for-purposeful-business/
https://www.thebritishacademy.ac.uk/publications/future-of-the-corporation-principles-for-purposeful-business/
https://www.vox.com/2018/8/15/17683022/elizabeth-warren-accountable-capitalism-corporations
https://fortune.com/2022/01/20/corporate-purpose-institutional-investors-skepticism-research-esg-investing/
https://www.thebritishacademy.ac.uk/documents/224/future-of-the-corporation-principles-purposeful-business.pdf
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culture;
5. Measurement should recognise impacts and investment by companies in their workers, societ-

ies and natural assets both within and outside the firm;
6. Performance should be measured against fulfillment of corporate purposes and profits mea-

sured net of the costs of achieving them;
7. Corporate financing should be of a form and duration that allows companies to fund more 

engaged and long-term investment in their purposes;
• Corporate investment should be made in partnership with private, public and not-for-

profit organizations that contribute towards the fulfillment of corporate purposes.

See the Academy’s report on ‘Policy and Practice for Purposeful Business’ for further elaboration 
on these principles. 

Tools
Forward-thinking firms must see the creation of social and environmental value as their very rea-
son for being. This involves taking a systems approach to value creation by considering the pa-
rameters outlined in Kate Raworth’s Doughnut Economics framework; firms should examine both 
external environmental thresholds (i.e. the planetary boundaries), as well as social foundations (i.e. 
the minimum social safeguards necessary to achieve human flourishing) when making all deci-
sions related to strategy and capital allocation. Firms wishing to adopt this approach should first 
view this video from the Doughnut Economics Action Lab on ‘When Business Meets the Doughnut’, 
which outlines strategies for enterprise design that helps firms structure themselves as intention-
ally regenerative and redistributive. For more information about doughnut economics, check out 
the Doughnut Economics Action Lab, as well as their community-driven tools and stories for inter-
esting case studies. 

Before applying the doughnut economics model to firm-level business models, however, please 
read this FAQ from the Doughnut Economics Action Lab which stipulates that the doughnut model 
“cannot be used publicly by businesses (including consultants in their work with business clients), 
whether for branding, on a website, in presentations, or in publicly available materials.” Firms are 
advised not to attempt to create their own scaled-down ‘company doughnuts’, and should wait 
until the publication of the official Doughnut Economics toolkit and guidance (date TBD). 

Corporations should also take inspiration from the B Corp movement, which is a global network 
of purpose-led businesses that are embedding social and environmental value into their core 
business model. Stories of successful B Corp businesses can be seen at B the Change, as well as 
the B Corp ‘Best for the World’ ranking which identifies the top-performing companies in all issue 
categories from the environment to labour rights to corporate governance. It is not currently a 
requirement to have a social purpose to be considered a B Corp, but they are now working to 
address that gap. 

The Embedding Project has created a list of embedded strategies for the sustainability transition, 
which is an exploration of all the ways firms can create social and environmental value through 
a systems thinking lens to help drive resilience and well-being. This toolkit provides an introduc-
tion to elementary concepts of systems thinking, including ideas such as resilience, thresholds, 
and regeneration, and helps businesses select strategies and set goals for delivering on social 
and environmental purpose. Pages 21-27 of the toolkit identify many of the most important social 

https://www.thebritishacademy.ac.uk/documents/3462/Policy-and-Practice-for-Purposeful-Business-The-British-Academy.pdf
https://doughnuteconomics.org/about-doughnut-economics
https://www.stockholmresilience.org/research/planetary-boundaries/the-nine-planetary-boundaries.html
https://doughnuteconomics.org/tools-and-stories/44
https://doughnuteconomics.org/
https://doughnuteconomics.org/tools-and-stories
https://doughnuteconomics.org/faq/businesses-and-the-doughnut
https://doughnuteconomics.org/faq/businesses-and-the-doughnut
https://www.bcorporation.net/
https://bthechange.com/
https://embeddingproject.org/pub/resources/EP-Embedded-Strategies-for-the-Sustainability-Transition.pdf
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and environmental indicators for businesses to consider when evaluating goals and strategies for 
their business model transition. For a guide about creating regenerative business models, see this 
guide from nRhythm. 

Companies hoping to transform themselves into purpose-driven businesses should evaluate 
themselves according to the Social Purpose Continuum developed by Coro Strandberg. Accord-
ing to this continuum, the most ambitious purpose-led businesses select their corporate strategy 
on the basis of tackling complex social challenges, thus embedding social and environmental 
value into their very reason for being. In such organizations, long-term value creation is prioritized 
over short-term performance, and leadership on purpose is driven directly by the CEO and all 
senior officers. Purpose-driven firms frequently participate in innovation labs and learning com-
munities with other organizations, with the intent of driving systemic change in society as a whole. 
Coro Strandberg has also helped the Social Purpose Institute develop a Social Purpose Assess-
ment tool, which is a scorecard companies can use to assess the depth of their purpose inte-
gration. It provides insights into the practices companies must deploy to become authentically 
purpose-driven.

Governance Professionals of Canada has released a report on purpose-led governance struc-
tures, which articulates the importance of ensuring board-level oversight of purpose strategy. Re-
sponsibility to oversee the firm’s social purpose should be embedded into every board committee, 
and expert advisory boards should be appointed consisting of stakeholders and relevant experts 
to inform senior leaders on how to deliver on corporate purpose. Boards should evaluate their 
own performance on social purpose strategy according to the ISO 37000 standard, the newest 
standard on corporate governance from the International Standards Organization, and release 
audited purpose disclosures to demonstrate how social purpose is embedded throughout an or-
ganization’s structure and culture. 

Case Studies
Perhaps the most inspiring example of a purpose-driven corporate transformation is that of Or-
sted, the Danish energy company that transformed itself from a fossil fuel firm into the world’s 
most sustainable clean energy company. Orsted’s senior leaders formulated an ‘85/15 vision’, 
which entailed moving the company from 85% fossil fuels and 15% renewables to 85% renew-
ables and 15% fossil fuels. Nowadays, Orsted is the world’s largest offshore wind provider, and it is 
set to produce 99% clean energy by the year 2025. For more information on Orsted’s transforma-
tion, see this interview with the head of its offshore wind business.

Inspiring examples of social purpose also come from outside of traditional corporate business 
structures. Cooperatives, and other forms of economic democracy, represent an alternative way 
of doing business that is often better for workers and the environment. Vancity Credit Union, the 
largest community-based credit union in the world, is an excellent example of one such company. 
Vancity shares profit with its customers, who are also its members, and has adopted a living wage 
policy while also maintaining a fixed ratio between average worker and CEO pay. The Mondragon 
Corporation, the largest network of cooperative businesses in the world in Spain’s Basque region, 
provides another interesting example of the benefits of cooperative ownership. For case studies 
about the transformation of corporations into employee-owned cooperatives, see this report by 
the Democracy at Work Institute, as well as the work of American Working Capital on employee 
stock ownership plans. For more information about community wealth-building and cooperative 

https://www.nrhythm.co/regenerative-business-model-workbook
https://www.corostrandberg.com/wp-content/uploads/2015/01/corporate-social-purpose-continuum-jan262015.pdf
https://corostrandberg.com/
https://socialpurpose.ca/sp-assessment/
https://socialpurpose.ca/sp-assessment/
https://corostrandberg.com/wp-content/uploads/2020/11/purpose-governance-2020-gpc-report.pdf
https://corostrandberg.com/wp-content/uploads/2020/11/purpose-governance-2020-gpc-report.pdf
https://www.iso.org/standard/65036.html
https://www.corporateknights.com/clean-technology/black-green-energy/
https://www.mckinsey.com/business-functions/sustainability/our-insights/orsteds-renewable-energy-transformation
https://www.vancity.com/
https://transformationalcompany.ca/wp-content/uploads/2015/11/1-sustainable-purpose.pdf
https://www.nytimes.com/2020/12/29/business/cooperatives-basque-spain-economy.html
https://institute.coop/sites/default/files/resources/Sucessful-Cooperative-Ownership-Transitions.pdf
https://www.awcfund.com/
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ownership, see resources from Community Wealth, the Next System Project, and the New Econo-
my Coalition.  

Forward-thinking companies are finding ways not just to reduce social and environmental harm, 
but actually build social purpose into their innovation practices and competitive strategies. Ex-
amples about sustainable innovation for organizational transformation are outlined in this report 
by Deloitte. Interesting case studies cited include Volkswagen’s decision to radically expand its 
electric vehicle product lines, with plans to increase EV purchases to 40% of its sales by the year 
2028. The $100 million Danone Ecosystem Fund is an interesting example of a large multination-
al firm allocating capital to opportunities in regenerative farming, supporting projects that are 
co-designed by Danone subsidiaries and not-for-profit partners. 
Additional case studies of social purpose businesses in action can be found in this report, and 
another three are profiled on the Social Purpose Institute website. For other examples of pur-
pose-driven businesses, see the B Corp Directory, the B Corp Best for the World ranking, and the 
certified social enterprises listed by Buy Social Canada. 

Organizations/Initiatives
For organizations advancing a new way of looking at purpose-led business, and alternative eco-
nomic structures designed to embed social and environmental value, see the following organiza-
tions:
• B Lab
• Doughnut Economics Action Lab
• The Capital Institute
• The Embedding Project
• Social Purpose Institute
• Centre for Social Innovation
• Social Enterprise Institute 
• Social Value Lab
• S4ES
• Social Enterprise Council of Canada
• Community Wealth
• The Next System Project
• The New Economy Coalition
• Democracy Collaborative
• Seed Commons
• Common Future

https://community-wealth.org/
https://thenextsystem.org/
https://neweconomy.net/
https://neweconomy.net/
https://www2.deloitte.com/us/en/insights/topics/strategy/sustainable-transformation-in-business.html
https://www2.deloitte.com/us/en/insights/topics/strategy/sustainable-transformation-in-business.html
http://ecosysteme.danone.com/
https://corostrandberg.com/publication/best-csr-practices-in-canada-six-case-studies/
https://socialpurpose.ca/case-studies/
https://bcorpdirectory.ca/
https://www.bcorporation.net/en-us/best-for-the-world/
https://www.buysocialcanada.com/directories/certified-social-enterprises/?location=null&product=null&value=null
https://www.bcorporation.net/
https://doughnuteconomics.org/
https://capitalinstitute.org/
https://www.embeddingproject.org/
https://socialpurpose.ca/
https://socialinnovation.org/
https://socialenterpriseinstitute.co/
http://www.socialvaluelab.org.uk/
https://s4es.ca/
https://secouncil.ca/
https://community-wealth.org/
https://thenextsystem.org/
https://neweconomy.net/
https://democracycollaborative.org/
https://seedcommons.org/
https://www.commonfuture.co/
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Description
There is a growing recognition that corporate ex-
ecutives and directors have an explicit fiduciary 
responsibility to take action on sustainability issues. 
However, as much as climate risk and ESG disclo-
sures are becoming mainstream, there is a profound 
gap in the capacity of leaders to take action on ESG 
issues and integrate sustainability considerations 
throughout organizational decision-making pro-
cesses. Heidrick and Struggles recently conducted 
a survey of a large sample of corporate directors, 
and found that 46% of respondents indicated that 
their board has no knowledge of the financial impli-
cations of climate-related risk, while 49% said that 
climate issues are not integrated into any investment 
decisions. Similarly, a study by Deloitte of 1,1888 For-
tune 100 board members determined that just 6% 
of corporate directors had any kind of environmen-
tal credentials. To learn about how firms should im-
prove sustainability management and governance 
to increase the integration of sustainability criteria 
across all organizational decision-making process-
es, continue reading this PDF guide. 

Business Model
and Organization

4.2Leadership and 
Governance

https://ccli.ubc.ca/wp-content/uploads/2021/06/Primer-on-Climate-Change-1.pdf
https://ccli.ubc.ca/wp-content/uploads/2021/06/Primer-on-Climate-Change-1.pdf
https://www.heidrick.com/en/insights/sustainability/changing-the-climate-in-the-boardroom
https://deloitte.wsj.com/articles/boards-face-rising-complexity-of-esg-oversight-role-01637170602?reflink=desktopwebshare_linkedin


135

Issue Summary
Despite the deluge of rhetoric indicating that climate change and other sustainability factors are 
quickly becoming boardroom issues, the reality is that most modern boards lack the requisite ESG 
competencies and skills to properly design and implement sustainability strategies. As much as 
climate risk and ESG disclosures are becoming mainstream, there is a profound gap in the capac-
ity of leaders to take action on ESG issues and integrate sustainability considerations throughout 
organizational decision-making processes. Heidrick and Struggles recently conducted a survey 
of a large sample of corporate directors, and found that 46% of respondents indicated that their 
board has no knowledge of the financial implications of climate-related risk, while 49% said that 
climate issues are not integrated into any investment decisions. Distressingly, 69% of respondents 
admitted that climate knowledge is not a formal requirement for board hiring processes nor is it 
included in their board’s competency matrix, while 74% said that ESG issues are not integrated 
into executive compensation packages. Similarly, a study by Deloitte of 1,1888 Fortune 100 board 
members determined that just 6% of corporate directors had any kind of environmental creden-
tials. For all the positive sustainability discourse, there is an enormous governance gap which 
limits the ability of firms to plan for the green transition. 

Key Considerations
The reason that the sustainability governance gap exists is partially because many corporate 
leaders have until now viewed environmental and social issues as primarily a marketing and rep-
utational concern. Many firms’ CSR or ESG strategies lack credibility for the reason that they re-
main siloed from business strategy and other functions, and are not reflected in core business 
decisions. Sustainability teams are often not provided with enough resources or organizational 
power to affect change, and are often housed under marketing departments where they serve 
as an extension of a firm’s PR efforts. For most organizations, sustainability reporting is not inte-
grated with mainstream financial reporting, meaning that ESG concerns are still not considered 
material issues (and therefore not worthy of attention from senior officers). As a result of these 
obstacles, sustainability plans and strategies are often vague and ambiguous, contain few con-
crete or near-term targets and goals that are quantifiable and realistic, and lack the appropriate 
capital allocation and organizational resources to be truly transformative. Many sustainability 
teams spend all their time collecting data for reports, rather than actually advancing organiza-
tional change, resulting in the awkward fact that sustainability reporting becomes a substitute for 
real action. Firms frequently highlight positive success stories in their sustainability reports, while 
failing to disclose major controversies or ESG failures (i.e. avoiding taxes, or facing fines and sanc-
tions for violations of the law), and in those contexts sustainability reports amount to little more 
than elaborate forms of greenwashing. 

However, the limits of a business-as usual approach  to sustainability  are becoming apparent. 
There is a growing recognition that corporate executives and directors have an explicit fiducia-
ry responsibility to take action on sustainability issues. Around the world, a legal consensus is 
growing that climate-related risk in particular represents a fundamental threat to business oper-
ations and thus creates a compulsion to act. In November 2020, the IFRS Foundation published 
guidance titled ‘the Effects of climate-related matters on financial statements’, stipulating that 
material climate-related financial information should be included in companies’ annual reports. 
In Canada, an influential legal opinion was published by corporate lawyer and governance ex-

https://www.heidrick.com/en/insights/sustainability/changing-the-climate-in-the-boardroom
https://deloitte.wsj.com/articles/boards-face-rising-complexity-of-esg-oversight-role-01637170602?reflink=desktopwebshare_linkedin
https://ccli.ubc.ca/wp-content/uploads/2021/06/Primer-on-Climate-Change-1.pdf
https://ccli.ubc.ca/wp-content/uploads/2021/06/Primer-on-Climate-Change-1.pdf
https://www.ifrs.org/
https://www.ifrs.org/content/dam/ifrs/supporting-implementation/documents/effects-of-climate-related-matters-on-financial-statements.pdf
https://www.hanselladvisory.com/publication/hansell-llp-legal-opinion-corporate-directors-are-obliged-to-address-climate-change-risk/
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pert Carol Hansell, which recognized that corporate directors have a fiduciary responsibility to 
consider the long-term interests of their company, which directly includes a consideration for en-
vironmental and climate-related risks. Regulators such as the Canadian Securities Administrators 
have followed suit by issuing proposed directives covering mandatory climate risk disclosures for 
firms, along with the stipulations for audit committees and boards to be provided with appropri-
ate information relating to sector-specific climate-related concerns. Given these new rules, it is 
very likely that the robustness and specificity of sustainability reporting efforts will improve over 
time as scrutiny from regulators and investors increases exponentially. 

At the same time, institutional short-termism remains a major problem that is obstructing the 
creation of credible sustainability strategies. Modern corporate governance regimes are char-
acterized by a fixation on short-term stock performance, with a reduced capacity to invest in 
long-term investments and plan for the long-term. According to a study by Morgan Stanley, 80% 
of managers said that they would consciously prioritize short-term value metrics even at the ex-
pense of long-term shareholder value. Companies are increasingly motivated to spend money on 
short-term quick wins which often don’t contribute to the real economy, such as share buybacks 
or dividends. In order to improve governance for sustainability, it is imperative that firms move 
beyond short-term value metrics and begin to adopt planning and reporting cycles that allow 
them to plan for the long-term. One immediately obvious solution is to encourage the develop-
ment of long-term accounting performance measures, while ending the requirement for quarterly 
earnings reports. Many of today’s most innovative companies, such as Google, already refuse to 
issue quarterly earnings guidance. Businesses must also be willing to achieve lower short-term 
returns in order to gain long-term resilience and prosperity. It is only by slowing down corporate 
culture and shifting to long-termism that corporations today will be able to take action on climate 
change and other complex, system-wide challenges. This begins with creating systems to em-
bed consideration for ESG risks, which tend to be long-term in nature, throughout organizational 
structure and culture, and also within institutional planning and capital allocation processes. 

Tools
1. Corporate Governance (General)
The OECD has developed a list of corporate governance principles which should ideally serve 
as the basis for all governance-related decisions. These principles specifically identify disclosure 
requirements related to all relevant governance matters, which include material information on:
1. The financial and operating results of the company;
2. Company objectives and non-financial information;
3. Major share ownership, including beneficial owners, and voting rights;
4. Remuneration of members of the board and key executives;
5. Information about board members, including their qualifications, the selection process, other 

company directorships and whether they are regarded as independent by the board;
6. Related party transactions;
7. Foreseeable risk factors;
8. Issues regarding employees and other stakeholders;
9. Governance structures and policies, including the content of any corporate governance code 

or policy and the process by which it is implemented. 

https://www.mccarthy.ca/en/insights/blogs/canadian-securities-regulatory-monitor/new-mandatory-climate-related-disclosure-rule-horizon-csa-seeks-comments-proposed-instrument
https://www.vox.com/the-big-idea/2016/10/3/13141852/short-term-capitalism-clinton-economics
https://casestudy.impak.eco/en/
https://www.climate-kic.org/opinion/futures-in-long-termism/
https://www.oecd.org/corporate/principles-corporate-governance/
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The Canadian Coalition for Good Governance has a comprehensive list of policies that cover all 
aspects of corporate governance. In general, there are five priority areas for good corporate gov-
ernance: board effectiveness, audit risk and external accountability, remuneration and rewards, 
stakeholder relations, and shareholder relations. Each of these issue areas has metrics and indi-
cators that are designed to measure the integrity and effectiveness of a company’s governance 
protocols. 

The effectiveness of a board is often determined by its structure, including the level of indepen-
dence of its members and the manner in which board members are compensated. Independent 
board members are those which do not have a material relationship with the company, and are 
neither part of the executive team nor are involved in day to day operations. The practice of 
‘overboarding’ (i.e. board members who serve on too many boards) should be minimized, and 
the positions of Chair and CEO should be kept separate and distinct. Board diversity is of high 
importance, particularly with respect to gender, age, race, geography, and tenure, to ensure a 
wide variety of perspectives are considered in important decisions. Board effectiveness should 
also be evaluated according to the proportion of meetings that directors actually attend. Other 
indicators of board effectiveness, as identified by Institutional Shareholder Services (ISS), include:
• Independent nominating and compensation committees;
• Disclosure of policies requiring an annual performance evaluation of the board;
• Disclosure of board or governance guidelines;
• Disclosure of related-party transactions and conflicts of interest;
• Mechanisms to encourage director refreshment;
• Standard deviation of director age and tenure (in years).

For further information on increasing board diversity, review these guidelines from the Interna-
tional Corporate Governance Network, as well as this sample diversity policy from Governance 
Solutions. Forward-thinking firms are also advised to consider including worker representation on 
boards, especially given the robust evidence that companies with worker representatives on the 
board have a 16-21% increase in labor productivity, lower outsourcing and 40-50% larger capital 
stock invested in fixed assets. Firms with worker representation help reduce income inequality by 
distributing income more equally on average and paying wages 18-25% higher than companies 
without worker representation, while also creating 9% more wealth for shareholders and investing 
twice the amount of other firms. 

ISS has developed a list of five principles for compensation policies, which include that: 
• Pay should be aligned with performance, with an emphasis on the long term;
• Firms should avoid “paying for failure,” by avoiding guaranteed compensation and excessive 

severance packages;
• Firms should create an independent compensation committee for effective oversight;
• Firms should ensure transparent and comprehensive compensation disclosures;
• Firms should manage payments made to non-executive directors, and avoid overpaying. 

For more information about proper compensation policies, see Section 3.3 on Excessive Compen-
sation. 

A firm’s audit committees must be as independent as possible. Companies should disclose the 
percentage of audit committee members that are independent, the size of the committee, the 
number of committee meetings, the proportion of meetings actually attended, as well as the ratio 
of fees for non-audit/audit work. Insider trading, market manipulation, and all forms of abusive 
self-dealing must be prohibited.

https://ccgg.ca/policies/
https://www.iod.com/Portals/0/PDFs/Campaigns%20and%20Reports/Corporate%20Governance/GGI-report-2017-IoD.pdf
https://www.issgovernance.com/file/products/qualityscore-techdoc.pdf
https://www.icgn.org/sites/default/files/ICGN%20Guidance%20on%20Diversity%20on%20Boards%20-%20Final.pdf
https://www.icgn.org/sites/default/files/ICGN%20Guidance%20on%20Diversity%20on%20Boards%20-%20Final.pdf
https://www.governancesolutions.ca/diversitytoolkit/sample-board-diversity-policy.pdf
https://www.aspeninstitute.org/publications/new-corporate-boardroom/
https://www.aspeninstitute.org/publications/new-corporate-boardroom/
https://www.cambridgetrust.com/insights/investing-economy/six-essential-elements-of-effective-corporate-gove
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In a firm with good governance practices, the rights of shareholders should be protected, in par-
ticular the rights of minority shareholders to be protected from the actions of controlling share-
holders, with an appropriate means of redress. Companies should abide by the ‘one share, one 
vote’ policy, and adopt specific policies to facilitate shareholder engagement and adopt share-
holder resolutions. The OECD defines a basic list of shareholder rights, which include the right to:
1. Secure methods of ownership registration; 
2. Convey or transfer shares; 
3. Obtain relevant and material information on the corporation on a timely and regular basis; 
4. Participate and vote in general shareholder meetings; 
5. Elect and remove members of the board; 
6. Share in the profits of the corporation.

Shareholders are also entitled to be adequately informed of the following: 
1. Amendments to the statutes, or articles of incorporation or similar governing documents of the 

company; 
2. The authorisation of additional shares; 
3. Extraordinary transactions, including the transfer of all or substantially all assets, that in effect 

result in the sale of the company.

Most importantly, all firms should undertake efforts to ensure that the rights of all stakeholders, 
including employees, communities, and the environment, are respected through mutual agree-
ments and explicitly referenced in policy. Where stakeholder rights are protected by law, compa-
nies must provide the opportunity for redress through appropriate grievance mechanisms. Firms 
should undertake efforts to actively ascertain the opinions and attitudes of stakeholders, includ-
ing through mechanisms to encourage employee participation or consult with affected commu-
nities. Companies and their boards should also have clear objectives regarding their intent to 
collaborate with their stakeholders on their purpose and fulfillment of mutual goals. Companies 
that do are more likely to generate greater stakeholder value, foster loyalty and inspire innova-
tion. Above all, stakeholders should be able to access reliable and effective conduits for relaying 
their concerns about illegal or unethical practices to the board of directors, and should be free of 
intimidation or fear or reprisal when doing so. 

Companies should be advised to create their own governance scorecards to help evaluate their 
own performance, using these templates from the International Finance Corporation. For more 
information related to corporate governance, review these governance principles from the Inter-
national Corporate Governance Network, as well as materials from the Board Institute. 

2. Sustainability Management
Proper sustainability management is impossible without good corporate governance practices. 
For sustainability transitions to take place, sustainability needs to be embedded throughout all 
aspects of an organization: its culture and hiring practices, strategy and vision, leadership and 
executive profiles, risk management and information systems, procurement and supply policies, 
and many others. The following are frameworks for embedding sustainability into a company’s 
management practices.

The UN Global Compact has developed a general management model for firms to employ in 
planning for more sustainable futures. These steps include: 

https://www.oecd.org/corporate/principles-corporate-governance/
https://www.ifc.org/wps/wcm/connect/86d06740-2869-464e-adfa-009c0ef5e760/CG_Scorecards.pdf?MOD=AJPERES&CVID=l2KOdKG
https://www.icgn.org/sites/default/files/ICGN%20Global%20Governance%20Principles2021_0.pdf
https://theboardinstitute.com/
http://www.unglobalcompact.org/docs/news_events/9.1_news_archives/2010_06_17/UN_Global_Compact_Management_Model.pdf
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1. Commit: leadership commitment to mainstream the Global Compact principles into strate-
gies and operations and to take action in support of broader UN goals, in a transparent way;

2. Assess: assess risks, opportunities, and impacts across Global Compact issue areas;
3. Define: define goals, strategies, and policies;
4. Implement: implement strategies and policies through the company and across the compa-

ny’s value chain;
5. Measure: measure and monitor impacts and progress toward goals;
6. Communicate: communicate progress and strategies and engage with stakeholders for con-

tinuous improvement.

The Embedding Project has developed a comprehensive list of general strategies for the sustain-
ability transition. The steps in their list include:
1. An environmental scan of all political, social, economic, technological, legal, and (PESTLE) 

issues that might be relevant for a firm and its stakeholders, according to the thorough list of 
indicators outlined on pages 21-27; 

2. Develop an understanding of all the firm’s impacts, according to four distinct lenses:
• System needs (i.e. the health and wellbeing of environmental, social, and economic sys-

tems);
• Strategic relevance for business risks and opportunities; 
• Operational and value chain impacts;
• Systems influence (i.e. points of intervention through which a business can contribute to 

positive systems change);
3. Prioritize by selecting the most relevant issues to take action on;
4. Articulate a clear position statement that explains the issue (including the company’s under-

standing of the relevant system limits), links the issue to the firm’s strategy, and outlines a com-
mitment to take appropriate actions;

5. Set goals and interim targets at the system, value chain, and operational levels.

For the purposes of evaluating the ambition and stringency of corporate sustainability efforts, the 
Embedding Project has also developed a self-assessment questionnaire that covers all aspects 
of organizational change management, and is crucial for any sustainability transition effort. Key 
self-assessment questions from their questionnaire can be grouped into the following four cate-
gories: 
• Agenda-setting and transition plans: 

• Do you envision future sustainability scenarios in order to inform what you do today?
• Have you set organizational and business unit goals and targets that address environ-

mental limits and enhance social foundations?
• Do you integrate sustainability into your core strategy-making process?

• Organizational structure, culture, and leadership: 
• Have you established roles and responsibilities within the organization to allocate sus-

tainability responsibilities? 
• Do you seek opinions and ideas from employees about how to approach and solve sus-

tainability issues?
• Do you proactively seek senior and mid-level management’s opinions about how to im-

prove your sustainability performance?
• Do you implement voluntary initiatives and adopt more stringent practices than mandat-

ed by regulation or common standards?
• Do your frontline managers regularly follow up with employees to monitor and enquire 

https://embeddingproject.org/pub/resources/EP-Embedded-Strategies-for-the-Sustainability-Transition.pdf
https://embeddingproject.org/pub/resources/EP-Embedded-Strategies-for-the-Sustainability-Transition.pdf
https://www.embeddingproject.org/resources/embedding-sustainability-self-assessment
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about the status of sustainability tasks in your organization?
• Do you collaborate with other organizations to try and achieve shared sustainability goals 

that benefit the environment and/or society?
• Do you include sustainability as an element of the recruitment process? 
• Do you allocate the responsibility for delivering on the sustainability agenda to senior 

leaders? 
• Do you translate organizational sustainability goals and targets into employee responsi-

bilities and expectations?
• Do you link employee compensation to the achievement of set sustainability objectives? 
• Do you move people with sustainability values and skills into higher positions in the orga-

nization through incorporating sustainability criteria into decisions about advancement?
• Collecting information: 

• Do you make efforts to understand and improve the sustainability performance of your 
products and services? 

• Do you benchmark your sustainability processes and performance against those of other 
organizations? 

• Do you exchange sustainability knowledge with other organizations? 
• Do you routinely revisit your efforts towards sustainability to determine whether you are 

meeting your goals and commitments and whether changes in approach are needed?
• Control systems and evaluation:

• Do you integrate sustainability into your risk assessment process? 
• Do you create and make use of organizational policies, codes of conduct, and manage-

ment standards related to sustainability? 
• Do you integrate sustainability into your business planning process? 
• Have you undertaken a process to ensure that your existing business processes and sys-

tems are in alignment with delivering on your sustainability commitments (for instance, 
project management systems; design processes; and accounting or financial manage-
ment systems)?

• Do you measure your sustainability impacts and contributions?
• Have you developed information systems to support your sustainability efforts?
• Do you use analytics and algorithms to combine and display sustainability data in mean-

ingful ways to generate new insights?

Role-specific guidance is also available for individual C-Suite positions. For general counsels and 
other senior legal professionals, check out the UN Global Compact’s Guide for General Counsels. 
For Chief Financial Officers, review resources from the CFO Taskforce, as well as this Harvard 
Business Review article about approaching CFOs about sustainability concerns. The Accounting 
for Sustainability project provides useful tools and insights for CFOs. CEOs are advised to review 
the CEO guides developed by the World Business Council for Sustainable Development. 

Sustainability considerations should also be integrated throughout all human resources policies 
and procedures, in order to ensure integration throughout organizational culture. For a guide to 
the implementation of ESG criteria throughout HR management, review this guide developed by 
Coro Strandberg for Industry Canada. Key considerations for HR sustainability practices include:
• Vision, mission, values and CSR strategy development;
• Employee codes of conduct;
• Workforce planning and recruitment;
• Orientation, training and competency development;

https://d306pr3pise04h.cloudfront.net/docs/publications%2FGuide_for_General_Counsel.pdf
https://hbr.org/2021/01/how-to-talk-to-your-cfo-about-sustainability
https://hbr.org/2021/01/how-to-talk-to-your-cfo-about-sustainability
https://www.accountingforsustainability.org/en/index.html
https://www.accountingforsustainability.org/en/index.html
https://www.wbcsd.org/Overview/CEO-Guides
https://www.ic.gc.ca/eic/site/csr-rse.nsf/vwapj/CSR_and_HR_Management1.pdf/$file/CSR_and_HR_Management1.pdf
https://www.ic.gc.ca/eic/site/csr-rse.nsf/vwapj/CSR_and_HR_Management1.pdf/$file/CSR_and_HR_Management1.pdf
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• Compensation and performance management;
• Change management and corporate culture;
• Employee involvement and participation;
• Policy and program development;
• Measurement and reporting. 

Stakeholder relations is another key component of sustainability management. Engaging directly 
with key stakeholders, and consulting them about key decisions and strategies, is critical to the 
development and success of sustainability transition plans. For more information, see this stake-
holder governance framework from the Cranfield School of Management. Key self-assessment 
questions include: 
• Have you identified which stakeholder groups are essential to value creation that drive and 

deliver your business model?
• How well do you understand the expectations of and impacts on your material stakeholders?
• To what extent do you consult with your stakeholders to understand their views and to ensure 

good quality information?
• How formalized is stakeholder engagement in your governance systems and processes?
• How well embedded are stakeholder discussions into the board agenda?
• Are you confident that you are getting a fully representative view of your stakeholders’ opin-

ions?
• Do the views of stakeholders materially influence the board’s strategic long-term decisions?
• To what extent is stakeholder engagement integrated into existing business practices or deci-

sion-making activities, for example materiality and risk management assessments? 

3. Sustainability Governance
Company boards are central to stewarding an organization to long-term success in fulfillment of 
its purpose and in achievement of its sustainability objectives. The Canadian Coalition of Good 
Governance has developed a specific E&S handbook for corporate directors when considering 
the integration of environmental and social factors into strategy and decision-making. Coro 
Strandberg has also published a comprehensive list of considerations for embedding sustain-
ability in corporate governance. For even more comprehensive indicators and metrics of board 
performance on ESG issues, review Coro Strandberg’s roadmap for sustainable boards. 

Corporate boards should make sure that environmental and social factors are considered in the 
organization’s long-term, core strategic objectives and embedded throughout all organizational 
purpose, mission, and value statements. The board must make an explicit commitment to sus-
tainability, agree on the most material social and environmental issues (both for the firm and for 
stakeholders), and ensure these issues are reflected in all strategic plans and business plans, while 
also allocating regular discussion time to the consideration of ESG issues. Boards must make sure 
that there is clear accountability and ownership for particular social and environmental factors 
among senior officers, in particular by integrating ESG responsibilities within its standing com-
mittees or creating a designated ESG committee. The CEO’s mandate should include a respon-
sibility to address sustainability risks and opportunities and sustainability should be embedded 
throughout all recruitment processes for board members and senior executives. The orientation 
of new board members should include ESG, and continuing education efforts should be provided 
to ensure ESG knowledge is kept up to date. Efforts should be made to increase board diversity in 
terms of demographic composition, with a specific priority to recruit directors who represent key 

https://www.fundacionseres.org/lists/informes/attachments/1118/stakeholder%20engagement.pdf
https://www.fundacionseres.org/lists/informes/attachments/1118/stakeholder%20engagement.pdf
https://ccgg.ca/policies/
https://corostrandberg.com/publication/embedding-sustainability-into-corporate-governance/
https://corostrandberg.com/publication/embedding-sustainability-into-corporate-governance/
https://corostrandberg.com/wp-content/uploads/2018/05/esg-governance-assessment-for-boards-and-governance-professionals-july-2018.pdf
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stakeholder groups relevant to a company’s sustainability impacts.

Boards should ensure that ESG factors are integrated through all decision-making processes and 
considered in all strategic discussions, especially decisions related to corporate strategies, an-
nual budgets, and major capital allocation decisions including annual capital expenditures and 
merger and acquisition or divestiture plans. Boards should actively confirm that management 
has integrated ESG considerations throughout all corporate policies and manuals, particularly 
with respect to finance and procurement. Boards should ensure that ESG factors are integrated 
across all enterprise risk management (ERM) systems and frameworks, including a statement of 
relevant assumptions, and mandate integration of ESG factors throughout all information sys-
tems and evaluation and control protocols. Boards should ensure that executives and senior offi-
cers have internal controls, processes, and audit trails to record, monitor, and communicate ESG 
performance metrics. Boards should ensure ESG disclosures are integrated in the firm’s financial 
reports, including in its Management Discussion and Analysis, annual report and/or proxy circu-
lar.  A high-level discussion of ESG strategies should be provided, and key ESG metrics should be 
independently verified. 

Most importantly, board compensation committees must make sure that ESG priorities are cap-
tured in all performance management processes and compensation plans. Firstly, boards must 
remove performance incentives that harm or erode stakeholder value; analysis by Carbon Track-
er indicates that 92% of oil and gas companies offer executive compensation plans that directly 
incentivize executives to increase fossil fuel expansion and production. According to Sustaina-
lytics, only 9% of companies currently link executive pay to ESG criteria. Board members and 
senior executives should be remunerated according to their performance on key sustainability 
metrics, to ensure alignment with strategic ESG goals. There should also be significant coordina-
tion between a board’s compensation committee and its ESG oversight committee (if it exists), to 
ensure alignment between targets and performance evaluations. Specific compensation-related 
self-assessment questions for ESG integration, as developed by Claremont Partners, include: 
• Does the company provide information indicating a link between consideration of ESG risks 

and performance, and executive remuneration?
• Does the company disclose specific non-financial targets in executive compensation plans?
• Does the company indicate that strategic ESG-related key performance indicators (KPIs) in 

the company plan are represented in the compensation or remuneration metrics?
• Does the compensation policy explicitly reference specific science-based targets for reducing 

GHG emissions with a reference to the 2°C scenario?
• Has the company explained how the variable pay award, dependent on non-financial (ESG) 

performance, was assessed for the year under review?
• If the company suffered a major controversy, is any increase in salary or bonus proposed for 

the directors employed at the time of the incident?

PwC has also developed a list of important self-assessment questions for considering board per-
formance on sustainability issues, particularly with respect to audit, compensation, and nominat-
ing committees. 
• Audit committee:

• Are the ESG disclosures (both qualitative and quantitative) investor grade? Which ESG 
frameworks and/or standards is the company using?

• Are there processes and controls in place to ensure ESG disclosures are accurate, com-
parable, and consistent? 

• Should independent assurance be obtained to ensure ESG disclosures are reliable?

https://carbontracker.org/reports/paying-with-fire/
https://corporate-citizenship.com/2020/05/28/incentivising-sustainability-can-you-force-your-ceo-to-care-about-esg/
https://www.clermontpartners.com/blog/es-metrics-in-executive-compensation-what-do-investors-really-care-about/
https://www.clermontpartners.com/blog/es-metrics-in-executive-compensation-what-do-investors-really-care-about/
https://www.pwc.com/us/en/services/governance-insights-center/esg-guidebook-layout-final.pdf
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• Compensation committee:
• Are the ESG goals and milestones effectively integrated into executive compensation 

plans? 
• How is management organized to execute the ESG strategy? Are the right people and 

processes in place? Does the company have a culture which embraces ESG efforts?
• Nominating and governance committee:

• Is the company’s ESG story being effectively communicated to investors and other stake-
holders? 

• Does the board have the necessary expertise and skills to oversee ESG risks and oppor-
tunities? 

• Does the board understand why ESG is important to investors and other stakeholders? 
• Is the board appropriately educated on ESG?

In the Climate Action 100+ Net Zero benchmark, relevant indicators for board climate oversight 
include that: 
• The company discloses evidence of board or board committee oversight of the management 

of climate change risks via at least one of the following;
• There is a C-suite executive or member of the executive committee that is explicitly re-

sponsible for climate change (not just sustainability performance) and that executive re-
ports to the board or a board level committee;

• The CEO is responsible for climate change AND he/she reports to the board on climate 
change issues;

• There is a committee (not necessarily a board-level committee) responsible for cli-
mate change (not just sustainability performance) and that committee reports to the 
board or a board-level committee.

• The company has named a position at the board level with responsibility for climate change, 
via one of the following: 

• A board position with explicit responsibility for climate change;
• The CEO is identified as responsible for climate change, if he/she sits on the board. 

• The company’s executive remuneration scheme incorporates climate change performance 
elements;

• The company’s CEO and/or at least one other senior executive’s remuneration arrange-
ments specifically incorporate climate change performance as a KPI determining per-
formance-linked compensation (reference to ‘ESG’ or ‘sustainability performance’ are 
insufficient);

• The company’s CEO and/or at least one other senior executive’s remuneration arrange-
ments incorporate progress towards achieving the company’s GHG reduction targets as 
a KPI determining performance linked compensation;

• The board has sufficient capabilities/competencies to assess and manage climate related 
risks and opportunities;

• The company has assessed its board competencies with respect to managing climate 
risks and discloses the results of the assessment;

• The company provides details on the criteria it uses to assess the board competencies 
with respect to managing climate risks and/or the measures it is taking to enhance these 
competencies.

For more information on the board’s role in climate risk management, see this report by Ceres, as 
well as this set of self-assessment questions from Chartered Accountants of Canada. For more 

https://www.climateaction100.org/wp-content/uploads/2021/03/Climate-Action-100-Benchmark-Indicators-FINAL-3.12.pdf
https://www.ceres.org/resources/reports/getting-climate-smart-primer-corporate-directors-changing-environment
https://www.transformgcc.com/resources/CICA_Briefings/Climate%20Change.pdf
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information about boards and sustainability in general, check out the resources compiled by the 
advocacy group Earth on Board.  

See the earlier section on purpose governance under Section 4.1 on Business Model Transforma-
tion to understand best practices in board oversight of purpose execution.

Case Studies
Some companies have become outliers by making notable strides in improving sustainability gov-
ernance and management practices. IKEA has gone a step beyond its peers by integrating sus-
tainability responsibilities directly into the job titles of its managers; in 2019, the firm announced 
that its  Country Retail Managers will all take on the additional role of country Chief Sustainability 
Officer, ensuring that all operational managers are simultaneously responsible for overseeing the 
firm’s sustainability policy, ‘People & Planet Positive’. 

Unilever, a major consumer goods company, is well-known for governing and executing its sus-
tainable purpose: to make sustainable living commonplace. As a key route to implementing its 
purpose, it has a robust approach to engaging employees in sustainability strategies. Unilever’s 
managers are required to go through an intense leadership development process designed to 
develop sustainability competencies and systems thinking capabilities, culminating in a “Pur-
pose Into Impact” project that all managers must deliver which aims to unite social and business 
impact. Unilever has ensured sustainability considerations are included in its information systems 
and analytics capabilities by developing a valuation tool that specifically tracks supply-chain 
savings, capital expenditures, manufacturing avoided costs, and turnover of goods associated 
with sustainability initiatives. Most interesting of all, Unilever has incentivized employee partici-
pation in sustainability initiatives by introducing a healthy degree of competition, such as a com-
pany-wide zero-waste target which prompted teams at the firm’s global factories to compete to 
eliminate non-hazardous waste. 

Danone, the French foods social purpose company, has a mission “to bring health through food 
to as many people as possible.” It has become a world leader in incentivizing sustainable prac-
tices through executive compensation. Danone links ESG factors to both its short and long-term 
incentive plans, and includes annual variable compensation that is linked to performance over 
three categories: economic (60%), social and environmental (20%), and managerial (20%). Sie-
mens, the major German manufacturer, has introduced a ‘sustainability index’ into its annual 
long-term Stock Award for executives on its managing board, which includes metrics related to 
reduction of carbon emissions. 

The Cooperators, a leading Canadian insurance provider, has been ahead of the game in em-
bedding sustainability throughout its governance. The firm currently factors sustainability con-
siderations into all of its key governance functions including strategy, risk, capital allocation, and 
compensation, and its board includes a permanent standing committee for Sustainability and 
Citizenship. Executive compensation plans include ESG metrics to incentivize sustainability per-
formance, and the firm has embedded sustainability into its larger business strategy by offering 
sustainable products such as insurance discounts for green vehicles.

https://www.earthonboard.org/for-boards
https://www.earthonboard.org/
https://www.ikea.com/us/en/newsroom/corporate-news/ingka-group-takes-the-next-step-in-putting-sustainability-at-the-core-of-its-business-pub3140d937
https://www.ikea.com/us/en/newsroom/corporate-news/ingka-group-takes-the-next-step-in-putting-sustainability-at-the-core-of-its-business-pub3140d937
https://ssir.org/articles/entry/engaging_employees_to_create_a_sustainable_business
https://corostrandberg.com/wp-content/uploads/2018/06/embedding-sustainability-into-corporate-governance.pdf
https://corostrandberg.com/wp-content/uploads/2018/06/embedding-sustainability-into-corporate-governance.pdf
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Organizations/Initiatives
For more information about corporate governance, sustainability, and planning for the long-term, 
check out the following organizations: 
• Earth on Board
• Chapter Zero 
• World Business Council for Sustainable Development
• Canadian Coalition for Good Governance 
• Strandberg Consulting 
• The Embedding Project
• International Corporate Governance Network 
• CorpGov.net
• Institute of Corporate Directors 
• Governance Professionals of Canada

https://www.earthonboard.org/
https://chapterzero.org.uk/
https://www.wbcsd.org/
https://ccgg.ca/
https://corostrandberg.com/
https://www.embeddingproject.org/
https://www.icgn.org/
https://www.corpgov.net/
https://www.icd.ca/
https://gpcanada.org/
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Description
Over the past 20 years, corporate sustainability report-
ing has become increasingly mainstreamed. The pro-
portion of N1000 companies producing sustainability 
reports has gone from just 18% in 2002 to over 80% by 
2020. Unfortunately, there is scant evidence to prove 
that corporate sustainability reporting has led to genu-
ine improvements in companies’ practices and perfor-
mance. There are a litany of issues with sustainability 
reporting, including a profusion of vague and inade-
quate targets, inconsistency between standards set-
ters, opaque supply chains, confusing information, a 
lack of auditing, and the inherently voluntary nature of 
reporting mechanisms. Most worrisome of all, howev-
er, is the problem that most firms tend only to focus on 
those social or environmental issues that are deemed 
‘material’ to the company’s bottom line. This causes 
firms to have less interest in reducing their social and 
environmental impacts than on finding ways to limit 
how social and environmental problems will harm their 
overall financial position. To learn more about how firms 
should improve the credibility of their disclosures and 
implement a double materiality lens, continue reading 
this PDF guide. 

Business Model
and Organization

4.3Transparency 
and Reporting

https://www.globalreporting.org/about-gri/news-center/2020-12-01-sustainability-reporting-is-growing-with-gri-the-global-common-language/#:~:text=The%202020%20edition%20(1%20December,in%202020%2C%20the%20highest%20recorded.
https://www.globalreporting.org/about-gri/news-center/2020-12-01-sustainability-reporting-is-growing-with-gri-the-global-common-language/#:~:text=The%202020%20edition%20(1%20December,in%202020%2C%20the%20highest%20recorded.
https://hbr.org/2021/05/overselling-sustainability-reporting
https://hbr.org/2021/05/overselling-sustainability-reporting
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Issue Summary
Over the past 20 years, corporate sustainability reporting has become increasingly mainstreamed. 
The proportion of N1000 companies producing sustainability reports has gone from just 18% in 
2002 to over 80% by 2020. Unfortunately, there is scant evidence to prove that corporate sus-
tainability reporting has led to genuine improvements in companies’ practices and performance. 
There are a litany of issues with sustainability reporting, including a profusion of vague and in-
adequate  targets, inconsistency between standards setters, opaque supply chains, confusing 
information, a lack of auditing, and the inherently voluntary nature of reporting mechanisms. 
Firms often use sustainability reports to highlight positive behaviours while neglecting to report 
on their adverse impacts, while their sustainability strategies remain separate (and at odds with) 
their overall business strategies. For a summary of academic research on the limits of sustainabil-
ity reporting, see this open letter to the International Financial Reporting Standards Foundation. 

Most worrisome of all, however, is the problem that most firms tend only to focus on those social 
or environmental issues that are deemed ‘material’ to the company’s bottom line. This narrow 
focus on enterprise materiality (also known as simple materiality) has the tendency to reinforce 
the underlying problem of shareholder primacy by exclusively interpreting environmental and so-
cial risks through the language of financial accounting. If sustainability reporting is supposed to 
be about a firm’s effect on society and the environment, then the focus on enterprise materiality 
reverses this principle by focusing exclusively on how social and environmental problems affect 
the corporate balance sheet. This causes firms to have less interest in reducing their social and 
environmental impacts than on finding ways to limit how social and environmental problems will 
harm their overall financial position. It also has the consequence of causing firms to become blind 
to long-term social and environmental problems that are of grave concern to society but are not 
yet considered relevant business risks. 

Given this tension, it is unsurprising that sustainability reporting and ESG ratings have done little 
to reverse social and environmental devastation. Academic research shows that companies are 
motivated to produce sustainability reports less out of a concern for reducing impact than a “de-
sire to minimise short term profit variations, gain stakeholder approval and enhance corporate 
reputation (particularly after reputation-damaging incidents).” As recent Bloomberg analysis has 
demonstrated, ESG ratings have less to do with reducing negative impacts than with ensuring a 
company’s continued profitability. Their analysis of MSCI’s ESG metrics showed that a compa-
ny’s “water stress” score had nothing to do with measuring a company’s impact on local water 
supplies, but rather whether local supplies contained enough water to sustain their factories. Re-
search by the OECD has shown that many ESG indices are not actually less emissions-intensive 
than their parent indices, and even that in some instances “high E scores positively correlate with 
high carbon emissions.” 

Even within the paradigm of enterprise materiality, corporate sustainability reporting is still falling 
short. Few firms are fully complying with the recommendations of the Task Force on Climate-Re-
lated Financial Disclosures (TCFD), one of the most prominent international standards-setters on 
the risks of climate destabilization to business. Only 3 in 10 companies fully disclose their envi-
ronmental and climate-related aspects of their business model. Very few companies complete 
scenario analyses against a 1.5˚C or lower scenario, and only 6% of companies identify the short, 
medium, and long-term time horizons over which identified risks would impact the organization. 
According to GreenBiz, few companies overall implement climate resilience strategies, use dif-
ferent climate-related scenarios, or disclose processes for identifying, assessing and managing 

https://hbr.org/2021/05/overselling-sustainability-reporting
https://arc.eaa-online.org/blog/open-letter-chair-ifrs-foundation-trustees
https://drcaroladams.net/
https://drcaroladams.net/
https://arc.eaa-online.org/blog/open-letter-chair-ifrs-foundation-trustees
https://arc.eaa-online.org/blog/open-letter-chair-ifrs-foundation-trustees
https://www.bloomberg.com/graphics/2021-what-is-esg-investing-msci-ratings-focus-on-corporate-bottom-line/
https://www.oecd.org/finance/ESG-Investing-Environmental-Pillar-Scoring-Reporting.pdf
https://www.oecd.org/finance/ESG-Investing-Environmental-Pillar-Scoring-Reporting.pdf
https://www.cdsb.net/sites/default/files/falling_short_report_single_page_spread.pdf
https://www.cdsb.net/task-force/886/overcoming-4-most-common-issues-when-implementing-tcfd-recommendations
https://www.greenbiz.com/article/how-implement-tcfd-recommendations-step-step-guide?utm_source=newsletter&utm_medium=email&utm_content=2019-01-13&utm_campaign=greenbuzz
https://www.greenbiz.com/article/how-implement-tcfd-recommendations-step-step-guide?utm_source=newsletter&utm_medium=email&utm_content=2019-01-13&utm_campaign=greenbuzz
https://www.bsr.org/en/our-insights/report-view/resilient-business-resilient-world-private-sector-climate-adaptation
https://www.bsr.org/en/our-insights/report-view/resilient-business-resilient-world-private-sector-climate-adaptation
https://www.bsr.org/en/our-insights/blog-view/how-to-implement-tcfd-recommendations-to-enhance-company-resilience
https://www.bsr.org/en/our-insights/blog-view/how-to-implement-tcfd-recommendations-to-enhance-company-resilience
https://www.bsr.org/en/our-insights/blog-view/shared-resilience-businesses-ready-to-partner-to-build-climate-resilience
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climate risk or integrating it into overall risk management.

As the director of the UN Environment Programme Finance Initiative has recently proclaimed, 
the TCFD’s enterprise materiality approach is no longer adequate. Organizations need to move 
towards a ‘double materiality’ approach, an accounting lens which considers both a company’s 
impact on the world, and the effect of social and environment risks on the company’s financial 
position. Double materiality is a combination of both impact materiality and financial materiality, 
recognizing that the former cannot be adequately absorbed into the latter. Double materiality is 
now the official approach of the European Union, and mandatory, audited impact reporting is a 
key component of its proposed Corporate Sustainability Reporting Directive. Without a double 
materiality approach, the problem of shareholder primacy will not be overcome. In the consul-
tation to the International Financial Reporting Standards Foundation on the creation of the In-
ternational Sustainability Standards Board, an overwhelming majority of respondents called for 
the adoption of a double materiality approach. The recently created International Sustainability 
Standards Board continues to argue that anything other than an investor-oriented approach to 
materiality would increase complexity and delay the adoption of standards, despite providing no 
evidence for either assertion. 

Forward-thinking organizations should also want to build on the concept of double materiality 
by introducing a further dimension: context-based sustainability. The notion of context-based 
sustainability recognizes the inherent fact that sustainability indicators are only meaningful when 
contextualized with reference to external, globally significant thresholds and limits. This con-
cept of contextualization through a systems thinking approach is what underlies Kate Raworth’s 
doughnut economics framework, in which organizations are expected to operate within the ex-
ternal limits defined by the global planetary boundaries (quantified by Earth system scientists) 
and the minimum social safeguards recognized in international human rights covenants and oth-
er protocols. For example, a company’s reporting on its annual carbon emissions is only mean-
ingful when contextualized within the global carbon budget required for a 1.5 degree temperature 
rise, the global goal outlined in the Paris Climate Accord based on scientific recommendations. 
At the moment, corporate sustainability reporting exhibits virtually no contextualization within 
significant social or environmental thresholds; according to a study of over 40,000 sustainability 
reports, only 5% of companies referred to ecological limits in any given year, and of those 5% only 
31 firms sought to align their performance with these limits. 

Key Considerations
There are a multiplicity of international sustainability standards setters, so much so that many 
observers complain of an ‘alphabet soup’ of standards, rubrics, and frameworks. For a detailed in-
troduction to global sustainability standards, see this guide for Chief Information Officers as well 
as the materials from Standards Map, the world’s largest database for sustainability standards. 

The Global Reporting Initiative is the oldest and most commonly employed methodology, pro-
viding a comprehensive suite of environmental, social, and governance disclosure standards to 
evaluate a company’s impacts on stakeholders and the environment. The Sustainability Account-
ing Standards Board, by comparison, employs exclusively an enterprise materiality lens to help 
businesses understand the social and environmental risks that are most salient to their business 
models, generating their flagship map of the most material issues on a per-sector basis (the SASB 

https://www.bsr.org/en/our-insights/blog-view/shared-resilience-businesses-ready-to-partner-to-build-climate-resilience
https://www.bsr.org/en/our-insights/blog-view/esg-and-enterprise-risk-management-erm-align-in-four-steps
https://www.bsr.org/en/our-insights/blog-view/esg-and-enterprise-risk-management-erm-align-in-four-steps
https://www.esginvestor.net/tcfd-view-of-materiality-no-longer-adequate-unep-fi-chief/
https://www.lse.ac.uk/granthaminstitute/news/double-materiality-what-is-it-and-why-does-it-matter/
https://www.globalreporting.org/media/jrbntbyv/griwhitepaper-publications.pdf
https://www.efrag.org/Assets/Download?assetUrl=%2Fsites%2Fwebpublishing%2FSiteAssets%2FEFRAG%2520PTF-NFRS_MAIN_REPORT.pdf
https://ec.europa.eu/info/business-economy-euro/company-reporting-and-auditing/company-reporting/corporate-sustainability-reporting_en
https://arc.eaa-online.org/blog/open-letter-chair-ifrs-foundation-trustees
https://www.r3-0.org/wp-content/uploads/2021/11/r3-CSO-Integrate21-ContextPerformanceIntegration-20211109-Compressed.pdf
https://doughnuteconomics.org/about-doughnut-economics
https://www.stockholmresilience.org/research/planetary-boundaries/the-nine-planetary-boundaries.html
https://futureearth.org/initiatives/other-initiatives/global-carbon-budget/
https://www.ipcc.ch/sr15/
https://www.ipcc.ch/sr15/
https://www.sciencedirect.com/science/article/abs/pii/S0959652615019204
https://www.ciiref.org/_files/ugd/72d47f_e00c47786e17471fb3b8222e78427935.pdf
https://www.standardsmap.org/en/home
https://www.globalreporting.org/
https://www.sasb.org/
https://www.sasb.org/
https://www.sasb.org/standards/materiality-map/
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Materiality Map). SASB has recently merged with the International Integrated Reporting Council 
to form the Value Reporting Foundation, aiding in the harmonization of investor-led approaches 
to materiality. The Climate Disclosure Standards Board, as well as the Carbon Disclosure Project, 
are two standards setters focused primarily on companies’ climate impacts and greenhouse gas 
emissions. The Value Reporting Foundation and the Climate Disclosure Standards Board have 
also recently merged to form the International Sustainability Standards Board, under the purview 
of the International Financial Reporting Standards Foundation, the global entity which sets the 
global standards for corporate financial reporting. Another major international standards setter 
is the Task Force on Climate-Related Financial Disclosures, which focuses on getting businesses 
to disclose the physical and transition risks that climate impacts pose to their underlying business 
models. All of these sustainability standards setters adopt an enterprise materiality approach 
with the exception of the Global Reporting Initiative, which invokes a double materiality lens and 
focuses on stakeholder impacts. For more information about global sustainability reporting, see 
materials from the Reporting Exchange. 

Identifying greenwashing in sustainability reports is key to understanding an organization’s true 
sustainability impacts. Key questions to ask when evaluating a sustainability report, as developed 
by Deloitte Norway, include:
• What reports are released? Are there more than one?
• Are reports attested by a third party?
• How does the company define materiality? Single or double? Have they performed a materi-

ality analysis?
• Do they measure outputs instead of outcomes? 
• Do they disclose how KPIs are calculated? 
• Do they identify stakeholders? Do they disclose how they work with these stakeholders?
• If SDGs are mentioned, are they integrated with corporate strategy? 
• Do they use positive impact measurement? 
• Have they committed to the recommendations of the Task Force on Climate-Related Financial 

Disclosures? 
• Do they release a separate GRI report?
• Are they open and honest about how they can improve? Do they do even more environmental 

work behind the scenes than what is released publicly? 

Another important tool to recognize greenwashing in sustainability reporting are the 7 sins of gre-
enwashing, which include:
• Hidden trade-offs: claiming that a product is green without articulating its impacts on other 

important social and environmental issues;
• No proof: making claims without easily accessible factual evidence or third-party assurance;
• Vagueness: making claims so vaguely defined that their meaning becomes misleading and 

easily misunderstood;
• False labels: creating the false impression of third-party endorsement where no such endorse-

ment exists;
• Irrelevance: making claims that are truthful but not actually relevant for environmental or so-

cial impact (i.e. claiming credit for sustainability practices that are already mandatory under 
law);

• Choosing the lesser of two evils: highlighting positive relative impacts that help distract the 
customer from the negative impact of the product category or industry as a whole;

• Making false claims.

https://www.sasb.org/standards/materiality-map/
https://www.integratedreporting.org/
https://www.valuereportingfoundation.org/
https://www.cdsb.net/
https://www.cdp.net/en
https://www.ifrs.org/groups/international-sustainability-standards-board/
https://www.ifrs.org/
https://www.fsb-tcfd.org/
https://www.reportingexchange.com/
https://www.integratedreporting.org/wp-content/uploads/2020/02/IR-and-Sustainability-Report-Deloitte-Norway.pdf
https://www.integratedreporting.org/wp-content/uploads/2020/02/IR-and-Sustainability-Report-Deloitte-Norway.pdf
https://www.theethicaledit.ca/blog/what-greenwashing-7-sins-greenwashing
https://www.theethicaledit.ca/blog/what-greenwashing-7-sins-greenwashing
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Tools
The most comprehensive impact-driven reporting tool developed so far is the Future-Fit Bench-
mark, an international standard that provides businesses with the self-assessment tools and 
metrics to estimate their impacts on stakeholders and the environment. These open source 
benchmarks from the Future-Fit Foundation focus on double materiality, and integrate con-
text-dependent data wherever possible. They are less focused on risk management than on cre-
ating change through organizational transformation, and so they are ideal for businesses hoping 
to become sustainability leaders. 

Firms should also aim to appropriately embed the UN Sustainable Development goals within their 
business strategies. While 72% of firms cite the SDGs in their reports, only 23% actually integrate 
them into their corporate strategy. To help avoid SDG-washing, firms should use the tools devel-
oped in the SDG Action Manager, which is designed to help businesses understand their impacts, 
track performance, and collaborate across departments. 

Firms starting out on their sustainability journey can use the Basic Sustainability Assessment Tool 
provided by Sustainability Advantage, which references the Sustainable Development Goals and 
focuses on three forms of non-financial capital (human, natural, and social). When designing their 
own indicators for impact assessment, firms should review the Indicator Design Tool from the Shift 
Project. 

1. Context-Based Sustainability 
As discussed above, context-based sustainability combines double materiality and impact re-
porting with context-dependent metrics based on social and environmental thresholds. The Im-
pact Management Platform (IMP) has begun the process of incorporating information about 
global thresholds and allocations into its reporting frameworks. The IMP provides the world’s first 
integrated tool for comprehensively measuring a company’s contribution  to the UN SDGs. To get 
started, see their “wheel” of actions that organizations can take to measure, manage, and report 
their sustainability impacts. For more information, see the resource list the IMP has compiled, as 
well as their list of sustainability performance classifications. 

Using the IMP, impak Finance has created the Impact Investing Scoring Solution, which provides 
a universally transparent methodology for analyzing a company’s positive and negative impacts 
with the same systematic framework. The scoring solution generates an ‘impact statement’, anal-
ogous to a financial statement, which scores companies out of 1,000 for their positive and nega-
tive contributions. Their tool is described in this case study on Unilever, which demonstrates the 
limitations of traditional ESG ratings and offers a concrete guide to the IMP methodology. Com-
panies can also use the IRIS+ system, created by the Global Impact Investing Network, to inte-
grate social and environmental factors into investment decisions alongside risk and return. 

Organizations hoping to take action on context-based reporting should also review the Sustain-
able Development Performance Indicators developed by the UN Research Institute for Social 
Development. These indicators, which are still in the process of being developed, are meant to 
encompass three tiers of indicators that are context-dependent and focused on transformational 
change. A pilot project has begun with a series of partner organizations to test the viability of the 
sustainable development performance indicators, with results to be released this year. To read 

https://benchmark.futurefitbusiness.org/
https://benchmark.futurefitbusiness.org/
https://futurefitbusiness.org/
https://sdg.iisd.org/news/pwc-examines-sdg-reporting-challenge-offers-blueprint-for-success/
https://sdg.iisd.org/news/pwc-examines-sdg-reporting-challenge-offers-blueprint-for-success/
https://www.sopact.com/perspectives/sdg-washing
https://sustainabilityadvantage.com/assessments/bsat/
https://impactmanagementplatform.org/
https://impactmanagementplatform.org/
https://impactmanagementplatform.org/thresholds-and-allocations/
https://impactmanagementplatform.org/get-started/organisations/
https://impactmanagementplatform.org/resource-list/
https://impactmanagementplatform.org/sustainability-performance-classifications/
https://www.impakfinance.com/esg-impact/
https://www.impakfinance.com/esg-impact/
https://casestudy.impak.eco/en/
https://casestudy.impak.eco/en/
https://iris.thegiin.org/
https://iris.thegiin.org/
https://www.unrisd.org/80256B3C005BB128/(httpProjects)/B2A0A8A40BE9308CC12583350053ACDF?OpenDocument
https://www.unrisd.org/80256B3C005BB128/(httpProjects)/B2A0A8A40BE9308CC12583350053ACDF?OpenDocument
https://www.unrisd.org/
https://www.unrisd.org/
https://www.unrisd.org/en/research/projects/sustainable-development-performance-indicators/pilot-testing-participants
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more about this new approach, see UNRISD’s whitepaper on corporate sustainability accounting.

Firms looking to pursue true integrated reporting should see the Generally Accepted Integrated 
Accounting principles developed by Mark McElroy of the Centre for Sustainable Organizations 
as of November 2021, which provide a framework for corporate reporting that reflects both the 
importance of double materiality and context-dependent indicators. Firms can also review the 
Multi-Capital Scorecard, which helps them evaluate and report on their impacts to natural, so-
cial, and human capital. 

3. Climate Risk Reporting
For the time being, organizations should still aim to report on climate risk within the more tradition-
al enterprise materiality framework developed by international standards setters like the TCFD. 
Organizations should begin by understanding the various forms of climate-related financial risk, 
particularly risk of their exposure to stranded assets (i.e. fossil fuel reserves and infrastructure 
that become valueless in a zero carbon world). For more information about aligning with TCFD 
recommendations, see this guide from the Net-Zero Hub as well as the implementation guide-
lines provided by the TCFD. CPA Canada has issued recommendations for CFOs in integrating 
climate-risk considerations into financial valuations. 

In issuing TCFD reports, firms are advised to use scenario analysis as a planning tool to consider 
different future risks in different climate impact scenarios. In particular, firms should use the 1.5 
degree scenarios developed by the International Energy Agency (which prohibits fossil fuel devel-
opment after the year 2021), and integrate the findings of these scenario analyses into business 
strategy and capital allocation decisions. Firms should review this article from the Carbon Disclo-
sure Project on common pitfalls to avoid when conducting scenario analyses. For a database of 
existing TCFD reports, see this compilation from the Net-Zero Hub. 

4. Third Party Assurance
Third party assurance of sustainability reporting is a vital ingredient in ensuring the veracity and 
robustness of sustainability claims. For more information about obtaining third-party verification, 
see this report from the GRI, and these recommendations from the World Business Council for 
Sustainable Development. 

Case Studies
impak Finance has developed an innovative tool for scoring companies’ positive and negative 
impacts out of a total possible score of 1000. Their impact scoring tool is described in this case 
study on Unilever, which awards Unilever a total score of 245 out of 1000. While Unilever is often 
seen as one of the most sustainable large companies on the planet, being in the 95th percentile 
according to a majority of CSR/ESG ratings, this impak Finance case study highlights some key 
discrepancies. For example, Unilever is the world’s largest purchaser of palm oil, and a key mem-
ber of the Roundtable on Sustainable Palm Oil. However, Unilever does not report on its overall 
negative impacts, namely the total number of hectares that have been cut down due to its oper-
ations. There is also evidence that the Roundtable on Sustainable Palm Oil may have certified the 
sale of palm oil that farmed by child labour on illegally cleared land. Overall, the impak Finance 

https://www.unrisd.org/en/library/publications/corporate-sustainability-accounting-what-can-and-should-corporations-be-doing-full-report
https://www.sustainableorganizations.org/GAIA-Principles.pdf
https://www.sustainableorganizations.org/GAIA-Principles.pdf
https://www.multicapitalscorecard.com/
https://www.net-zero-hub.com/net-zero-strategy/categorizing-climate-related-financial-risk/
https://www.sei.org/publications/framing-stranded-assets-age-disruption/
https://www.net-zero-hub.com/net-zero-strategy/aligning-with-tcfd-recommendations/
https://assets.bbhub.io/company/sites/60/2021/07/2021-TCFD-Implementing_Guidance.pdf
https://assets.bbhub.io/company/sites/60/2021/07/2021-TCFD-Implementing_Guidance.pdf
https://www.cpacanada.ca/en/business-and-accounting-resources/other-general-business-topics/sustainability/publications/a4s-cfo-leadership-network-canadian-chapter/a4s-guide-valuations-climate-change
https://www.tcfdhub.org/scenario-analysis/
https://www.iea.org/reports/net-zero-by-2050
https://www.iea.org/reports/net-zero-by-2050
https://www.cdp.net/en/articles/companies/3-common-pitfalls-companies-make-when-using-scenario-analysis-and-how-to-avoid-them
https://www.cdp.net/en/articles/companies/3-common-pitfalls-companies-make-when-using-scenario-analysis-and-how-to-avoid-them
https://www.net-zero-hub.com/regulations/climate-reporting-by-capital-markets-participants/
https://assets.ctfassets.net/9wz1ed4si6rc/78BEx2pPKzjqQJwTSlDDkG/a344277d8987432a82c8579c821de2c5/GRI_The_external_assurance_of_sustainabiliy_reporting.pdf
https://www.wbcsd.org/contentwbc/download/2172/27685/1
https://casestudy.impak.eco/en/
https://casestudy.impak.eco/en/
https://casestudy.impak.eco/en/
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case study determines the total positive impact of Unilever group to only represent 2.6% of the 
firm’s activities. As such, the impak scoring methodology illustrates the limits of traditional sus-
tainability reporting and the need for a more robust approach. 

Organizations/Initiatives
The major international sustainability standards setters include: 
• International Sustainability Standards Board, under the purview of the International Financial 

Reporting Standards Foundation 
• Global Reporting Initiative
• Value Reporting Foundation (a merger of the Sustainability Accounting Standards Board and 

the International Integrated Reporting Council) 
• Climate Disclosure Standards Board
• Carbon Disclosure Project
• Task Force on Climate-Related Financial Disclosures

To learn more about the sustainability reporting landscape, see the following organizations: 
• Impact Management Project 
• Reporting Exchange 
• The SustainAbility Institute
• CPA Canada
• impak Finance 
• R3.0
• Centre for Sustainable Organizations

https://www.ifrs.org/groups/international-sustainability-standards-board/
https://www.ifrs.org/
https://www.ifrs.org/
https://www.globalreporting.org/
https://www.valuereportingfoundation.org/
https://www.sasb.org/
https://www.integratedreporting.org/
https://www.cdsb.net/
https://www.cdp.net/en
https://www.fsb-tcfd.org/
https://impactmanagementproject.com/
https://app.reportingexchange.com/
https://www.sustainabilityinstitute.net/
https://www.cpacanada.ca/en/business-and-accounting-resources/sustainability
https://www.impakfinance.com/
https://www.r3-0.org/
https://www.sustainableorganizations.org/
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Description
The next frontier of corporate procurement 
is to engage suppliers, vendors and contrac-
tors in improving their social and environ-
mental sustainability performance. Major 
multinational firms with large market pow-
er have an enormous opportunity to influ-
ence change in the operations of their sup-
ply chain partners. Unfortunately, less than 
half of supply chain professionals say that 
their organizations have supply chain sus-
tainability goals. To really become sustain-
able, organizations must adopt sustainable 
or social procurement policies, implement 
incentives for better supplier performance, 
improve supply chain visualization to map 
key risks, and other approaches. To learn 
more about sustainable procurement poli-
cies and frameworks, continue reading this 
PDF guide.

Business Model
and Organization

4.4Procurement

https://ctl.mit.edu/sites/ctl.mit.edu/files/2020-09/State_Supply_Chain_Sustainability_MIT_CTL_CSCMP_0.pdf
https://ctl.mit.edu/sites/ctl.mit.edu/files/2020-09/State_Supply_Chain_Sustainability_MIT_CTL_CSCMP_0.pdf
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Issue Summary
Traditionally, sustainable procurement has involved screening in or out products or services that 
are greener or more socially responsible. However, the next and more impactful frontier of pro-
curement is to engage suppliers, vendors and contractors in improving their social and environ-
mental sustainability performance. 

While it is important for all organizations to improve sustainability in the entities under their di-
rect operational control, this is only half the battle. To become a truly sustainable organization, 
firms need to engage with their supply chain partners and attempt to influence the adoption of 
sustainable practices throughout their value chain. Major multinational firms with large market 
power have an enormous opportunity to influence change in the operations of their supply chain 
partners. Unfortunately, less than half of supply chain professionals say that their organizations 
have supply chain sustainability goals, according to the MIT Centre on Transportation and Logis-
tics. To the extent that organizations engage with their suppliers on sustainability issues, they tend 
to focus on first-tier suppliers while lower-tier suppliers remain ignored, despite being the entities 
where supply chain risk is most concentrated. To really become sustainable, organizations must 
adopt sustainable or social procurement policies, implement incentives for better supplier perfor-
mance, improve supply chain visualization to map key risks, and other approaches. 

Key Considerations
As outlined in this Harvard Business Review article, top performing firms will establish long-term 
sustainability goals for their supply chains, require first-tier suppliers to set their own goals, incor-
porate lower-tier suppliers into sustainability strategy, and assign a staff member to be responsi-
ble for the implementation of supply chain sustainability strategy. GreenBiz has outlined six steps 
to more sustainable supply chains that all organizations should follow, which include:
1. Map your supply chain; 
2. Communicate expectations, particularly through a supplier code of conduct;
3. Develop a baseline for supplier performance;
4. Develop training and capacity building programs;
5. Drive performance improvement using an audit program to measure performance over time; 
6. Join industry collaborations.

As a preliminary step, all organizations should adopt a supplier code of conduct that outlines ex-
pectations and minimum standards regarding supplier sustainability performance. These codes 
should apply to all tiers of suppliers, and should cover all the most salient issues related to sus-
tainability and business ethics based on an assessment of the most relevant social and environ-
mental risks. For more information about defining supplier codes of conduct, see this article from 
EcoVadis, as well as the guidelines from the UN Global Compact outlined on pages 23-27 of this 
report. 

Firms should also engage with their suppliers to improve the circularity of their supply chains us-
ing this circular economy procurement framework from the Ellen MacArthur Foundation. Circular 
procurement policies, based on comprehensive life-cycle analyses of all purchased products, 
can help increase sustainability of a firm’s supply chain by raising the sourcing of repurposed or 
recycled materials as a percentage of overall inputs.

https://ctl.mit.edu/sites/ctl.mit.edu/files/2020-09/State_Supply_Chain_Sustainability_MIT_CTL_CSCMP_0.pdf
https://hbr.org/2020/03/a-more-sustainable-supply-chain
https://www.greenbiz.com/article/6-steps-more-sustainable-supply-chain
https://www.greenbiz.com/article/6-steps-more-sustainable-supply-chain
https://ecovadis.com/glossary/supplier-code-conduct/
https://d306pr3pise04h.cloudfront.net/docs/issues_doc%2Fsupply_chain%2FSupplyChainRep_spread.pdf
https://d306pr3pise04h.cloudfront.net/docs/issues_doc%2Fsupply_chain%2FSupplyChainRep_spread.pdf
https://ellenmacarthurfoundation.org/circular-economy-procurement-framework
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To promote respect for human rights and labour rights across supply chains, and conduct nec-
essary due diligence, firms should consider these self-assessment questions developed by the 
Danish Institute for Human Rights, some of which which include: 
• Does the company promote international human rights and labour standards in its interac-

tions with suppliers and business partners?
• Does the company seek to ensure that its suppliers and contractors, including recruitment 

agents, do not participate in, or benefit from, any form of forced or bonded labour, including 
through practices such as recruitment fees, money deposits, retention of personal documents, 
captivity, coercion, or human trafficking?

• Does the company require its suppliers and contractors to adhere to applicable international 
and national laws concerning minimum age requirements related to child labour and young 
workers?

• Does the company seek to ensure that its suppliers and contractors provide a safe and healthy 
working environment, minimizing risks of accidents, personal injury and adverse health im-
pacts in compliance with applicable laws and regulations?

• Does the company seek to ensure that its suppliers and contractors pay wages on time and 
provide all employees with at minimum a living wage sufficient to meet the basic needs of em-
ployees and their dependents?

• Does the company seek to ensure that its suppliers and contractors are committed to ensur-
ing access for all employees, in line with international minimum standards and local laws, to: 
annual paid leave, paid sickness leave, paid parental leave?

• Does the company seeks to ensure that its suppliers and contractors refrain from discrimina-
tion or harassment of any kind in the workplace, including in relation to recruitment, compen-
sation, benefits, promotion or termination?

Beyond requiring sustainable and ethical practices among its suppliers, forward-thinking firms 
should also make sure to critically evaluate their own list of suppliers and clients to determine 
whether there are any firms or partnerships which might not withstand public scrutiny and should 
thus be boycotted or phased out. Boycotting can be a powerful tool to signal to the public and to 
regulators a willingness to break with unsustainable practices. The demand for boycotting unsus-
tainable clients is increasing among employees and the general public, as noted in recent calls 
for law, consulting, and public relations firms to suspend their relationships with large polluters 
and fossil fuel firms responsible for obstructing action on climate change. In these changing polit-
ical and cultural conditions, firms would be advised to reconsider problematic business relation-
ships which might attract criticism in the future.  

Tools
For a comprehensive introduction to supply chain sustainability policies, see this practical guide 
for continuous improvement developed by the UN Global Compact. This guide outlines concrete 
suggestions for establishing performance baselines, determining scope, engaging with suppliers, 
determining roles and responsibilities, participating in multi-stakeholder initiatives, and other key 
considerations. Firms can also review this guide from the Judge Business School at Cambridge 
that focuses on supplier engagement for sustainability. 

Firms should also regularly evaluate the performance of their suppliers on key sustainability and 

https://old.business-humanrights.org/sites/default/files/8_%20Contractors%20and%20Supply%20Chain.pdf
https://www.forbes.com/sites/solitairetownsend/2020/06/29/we-urgently-need-scope-x-business-leadership-for-climate/?sh=3703b3704dd3
https://www.forbes.com/sites/solitairetownsend/2020/06/29/we-urgently-need-scope-x-business-leadership-for-climate/?sh=3703b3704dd3
https://d306pr3pise04h.cloudfront.net/docs/issues_doc%2Fsupply_chain%2FSupplyChainRep_spread.pdf
https://d306pr3pise04h.cloudfront.net/docs/issues_doc%2Fsupply_chain%2FSupplyChainRep_spread.pdf
https://www.jbs.cam.ac.uk/faculty-research/engagement-for-supply-chain-sustainability/
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social issues. The Global Reporting Initiative has developed standards for social assessments and 
environmental assessments of all supply chain partners. 

1. Supply Chain Transparency 
Companies should work to increase visibility into their supply chains, with the overall aim of in-
creasing transparency and accountability. For an introduction to the themes and core concepts 
of supply chain traceability, see this guide from the UN Global Compact, which includes a map 
of the global landscape of traceability schemes on pages 15-16. Before endorsing or joining a 
multi-stakeholder initiative on traceability and transparency, however, organizations should be 
advised to read and consider the criticisms of multi-stakeholder initiatives outlined in this multi-
year research project led by MSI Integrity. 

Deloitte has identified a variety of supply chain transparency tools that can be used by business-
es for a variety of purposes ranging from risk assessment to supply chain mapping. Their list of 
tools is included in the table below: 

Risk Assessment Sayari
Verisk Maplecroft 
FRDM

Workplace Audits ELEVATE
Insite Compliance
SGS

Product Traceability Provenance
Transparency-One

Supply Chain Mapping ChainPoint
Sourcemap
SourceTrace
SupplyShift
ImportYeti

Audit Management Inspectorio
Sumerra

Data Sharing Better Buying
Sedex Advance
Verité Cumulus

Worker Engagement Ulula 

Awareness Resources and Campaigns Behind the Barcodes (Oxfam)
KnowTheChain

2. Sourcing and Procurement 
After mapping supply chains and identifying key risks, firms should adopt sustainable or ethical 
procurement policies that aim to source only from suppliers who meet a minimum level of perfor-
mance. For more information about ethical and sustainable procurement policies, see this guide 
from Traidcraft, as well as this report on responsible value chains from the World Economic Forum. 

https://www.globalreporting.org/standards/media/1029/gri-414-supplier-social-assessment-2016.pdf
https://www.globalreporting.org/standards/media/1015/gri-308-supplier-environmental-assessment-2016.pdf
https://d306pr3pise04h.cloudfront.net/docs/issues_doc%2Fsupply_chain%2FTraceability%2FGuide_to_Traceability.pdf
https://www.msi-integrity.org/wp-content/uploads/2020/07/MSI_SUMMARY_REPORT.FORWEBSITE.FINAL_.pdf
https://www.msi-integrity.org/wp-content/uploads/2020/07/MSI_SUMMARY_REPORT.FORWEBSITE.FINAL_.pdf
https://www2.deloitte.com/content/dam/Deloitte/us/Documents/about-deloitte/us-about-deloitte-humanity-united-responsible-supply-chain-tools.pdf
https://sayari.com/
https://www.maplecroft.com/risk-indices/
https://www.frdm.co/
https://www.elevatelimited.com/
https://www.insitecompliance.com/
https://www.sgs.com/en/knowledge-solutions/supply-chain-assurance
https://www.provenance.org/
https://www.transparency-one.com/platform/
https://www.chainpoint.com/
https://sourcemap.com/
https://www.sourcetrace.com/
https://www.supplyshift.net/?utm_source=google&utm_medium=cpc&utm_campaign=Brand&utm_term=supplyshift&utm_term=%2Bsupplyshift&utm_campaign=Brand&utm_source=adwords&utm_medium=ppc&hsa_acc=5249912203&hsa_cam=11444000122&hsa_grp=109133782542&hsa_ad=474726159756&hsa_src=g&hsa_tgt=kwd-851396116749&hsa_kw=%2Bsupplyshift&hsa_mt=b&hsa_net=adwords&hsa_ver=3&gclid=Cj0KCQiA3rKQBhCNARIsACUEW_ZxcXILAxTAcWCJZW40lo5PTnNhuD9tWG18QnskIXPLHntPdBi46ZQaAhNsEALw_wcB
https://www.importyeti.com/
https://inspectorio.com/
https://www.sumerra.com/
https://betterbuying.org/
https://www.sedex.com/our-services/sedex-advance/
https://www.verite.org/cumulus/
https://ulula.com/
https://www.oxfamamerica.org/explore/issues/hunger-and-famine/behind-the-barcodes/
https://knowthechain.org/
https://www.cips.org/Documents/About%20CIPS/1/CIPS_Ethics_Guide_WEB.pdf
https://www3.weforum.org/docs/WEFUSA_BeyondSupplyChains_Report2015.pdf
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To articulate a sustainable procurement policy, organizations should see this sustainable pro-
curement guide from Reeve Consulting, as well as this procurement guide from the UN Devel-
opment Programme. This GreenBiz article outlines the key steps in building a business case for 
sustainable procurement, which includes tools for benchmarking and measurement building on 
the resources developed by EcoVadis, a prominent sustainable supply chain advisory firm. Ceres 
has developed a sample supplier self-assessment tool, which covers all the key categories of en-
vironmental and social risk. To learn more about trends and issues in supply chain sustainability in 
general, see the Supply Chains Solutions Centre as well as the Sustainable Procurement Platform. 

Firms hoping to develop a social procurement policy should see the social buying guide and so-
cial sourcing tools developed by Coro Strandberg. In purchasing ethically sourced, socially im-
pactful products, companies should specifically aim to adopt procurement policies that benefit 
local communities and help develop local economies. Firms should review this Open Contracting 
Partnership report, which examines the importance of local procurement policies, and evaluate 
themselves according to the community investment framework from Business for Societal Impact. 
Firms should also aim to disclose their procurement practices and impacts on local communities 
through these GRI standards. 

Case Studies
Case studies of sustainable procurement, focusing primarily on the public sector, can be seen at 
this page from the Sustainable Procurement Platform. In one example, the Ministry of Defence of 
the Netherlands has adopted a circular sourcing policy for all of its textile purchase, a decision 
which has saved an estimated 233 million litres of water and 23 megajoules of energy. 

The Clean Creatives campaign provides an interesting example of the power of boycotting in 
partnership decisions, and the ripple effects they can have in changing the discourse and alter-
ing the political landscape. Clean Creatives is a movement of leading advertising and public re-
lations agencies that is committed to suspending all work for the fossil fuel industry and no longer 
participating in marketing efforts that aim to increase demand for fossil fuels. As of this year, 265 
agencies have signed up, suspending business with all the firms named on this boycott list. 

Organizations/Initiatives
Reeve Consulting and EcoVadis are two leading organizations working with organizations to ad-
vance sustainable purchasing and procurement. For supply chain mapping and transparency 
tools, see the above-mentioned table. 

Some key multi-stakeholder initiatives on supply chain transparency and supplier engagement 
include the following: 
• Responsible Minerals Initiative
• Better Cotton Initiative 
• Fair Trade Labelling Organizations International
• Forest Stewardship Council
• Global Organic Textile Standard

https://www.reeveconsulting.com/sustainable-procurement-guide/
https://www.reeveconsulting.com/sustainable-procurement-guide/
https://popp.undp.org/UNDP_POPP_DOCUMENT_LIBRARY/Public/PSU_Procurement%20Overview_Practitioner%20Guide%20Sustainable%20Procurement.pdf
https://www.greenbiz.com/article/5-steps-build-business-case-sustainable-procurement
https://www.ceres.org/sites/default/files/tool/2017-03/ceres_SAQ.pdf
https://supplychain.edf.org/
https://sustainable-procurement.org/sustainable-public-procurement/
https://corostrandberg.com/publication/social-buying-guide/
https://corostrandberg.com/publication/social-sourcing/
https://corostrandberg.com/publication/social-sourcing/
https://www.open-contracting.org/wp-content/uploads/2020/11/OCP-AspenCUI-2020-Pathway-to-Equity.pdf
https://www.open-contracting.org/wp-content/uploads/2020/11/OCP-AspenCUI-2020-Pathway-to-Equity.pdf
https://b4si.net/framework/community-investment/
https://www.globalreporting.org/standards/media/1005/gri-204-procurement-practices-2016.pdf
https://www.globalreporting.org/standards/media/1028/gri-413-local-communities-2016.pdf
https://sustainable-procurement.org/case-studies/
https://cleancreatives.org/
https://cleancreatives.org/list
https://www.reeveconsulting.com/
https://ecovadis.com/
https://www.responsiblemineralsinitiative.org/
https://bettercotton.org/
https://www.fairtrade.net/
https://fsc.org/en
https://global-standard.org/
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• Global Sustainable Beef Roundtable 
• Good Weave
• IDH Sustainable Trade Initiative
• International Federation of Organic Agricultural Movements
• ITRI Tin Supply Chain Initiative
• Kimberley Process
• Leather Working Group
• Marine Stewardship Council
• Programme for the Endorsement of Forest Certification
• Rainforest Alliance
• Responsible Jewellery Council
• Roundtable for Responsible Soy
• Roundtable on Sustainable Biomaterials
• Roundtable on Sustainable Palm Oil
• Sustainable Forest Initiative

https://grsbeef.org/
https://goodweave.org/
https://www.idhsustainabletrade.com/
https://www.ifoam.bio/
https://www.itsci.org/
https://www.kimberleyprocess.com/
https://www.leatherworkinggroup.com/
https://www.msc.org/
https://www.pefc.org/
https://www.rainforest-alliance.org/
https://www.responsiblejewellery.com/
https://responsiblesoy.org/?lang=en
https://rsb.org/
https://rspo.org/
https://www.forests.org/

