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About this Report

Climate change and human rights are
intimately connected. The impacts of climate
change undermine the realization of a

range of internationally recognized human
rights, including those dealing with life,
health, food, adequate standard of living,
housing, property, and water. The absence
of adequate protection for human rights—

particularly those that provide access to
information, right to public participation in
decision-making, and access to remedy—
exacerbates vulnerability to climate impacts,
magnifying the risk faced by marginalized
communities, who are disproportionately
impacted by climate change.

This report is part of a series of six
climate nexus reports that cover:
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Historically, climate and human rights have
been treated separately—governed by
different policy frameworks, addressed by
different communities of practice, managed
by different tools, and treated in isolation.
This accidental siloing has undermined efforts
to develop comprehensive and integrated
approaches to two issues that consistently
rank as the top two sustainability priorities for
companies globally. Failure to manage these
issues leads to cascading and overlapping
risks inside individual companies, across
complex global supply chains, and within
vulnerable communities. An integrated
approach to managing these issues creates
a foundation for resilient business in a
resilient world.

This report is part of a series of six climate
nexus reports that cover human rights,
inclusive economy, women’s empowerment,
supply chain, just transition, and health. All
papers in this series are aimed at businesses
to drive resilience inside their companies,
across supply chains, and within vulnerable
communities. The reports address issues
that are material to business, vital in the
current political environment, and key to
building resilience.
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This report demonstrates why and how business can act,
including how to establish a deeper understanding of the nexus
of climate change and human rights throughout the company
and how businesses across sectors can articulate their risk and
opportunities. The report proposes operational principles to

help companies identify, assess, prevent, mitigate, and remedy
adverse climate change and human rights impacts.

The report is aimed principally at
sustainability professionals working inside
global businesses and is intended to aid their
work as they seek greater alignment across
sustainability priorities, improved resilience
for their companies, and positive impacts on
socio-ecological systems across the globe.

This report was prepared using a mixed-
methods research methodology. The
authors’ own experience as participants and
observers in shaping public and corporate
policies on climate change and human
rights provided a foundation for the analysis.
In addition, the research draws upon a
significant volume of documentary sources,
including scientific literature covering climate
science and the socio-ecological impacts

of climate change, development literature

covering the financial and economic aspects
of climate change, climate policy literature
covering the history of developments in

the international climate regime, human
rights literature covering the history of the
international human rights regime, literature
covering issues of justice and equity, and
survey data on the changing perceptions on
climate change and human rights within the
private sector. Finally, the report benefited
from the results of semi-structured interviews
conducted with dozens of companies as part
of BSR’s work on climate risk and resilience.

This report was written by Edward Cameron
and Peter Nestor. Please direct comments
or questions to Peter Nestor at pnestor@

bsr.org.
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Climate @ Human Rights

The Nexus

Rising global temperatures create a series of climate impacts felt disproportionately by communities
around the world. These include the increase in intensity and frequency of extreme weather events,
changes in precipitation and distribution of water, ocean acidification, and sea level rises.

Mobility

The Business Case

L

The case for business action on

climate change and human rights

is primarily driven by:

* material risks to business

« adherence to international norms
* reputational risk

+ emerging litigation

* legislation
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>60%

have adopted standalone

Recouraes human rights policies
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Livelihoods

OPPORTUNITY

Where a company

seeks to go beyond its
obligation to “respect” >>>
human rights, it should
consider either strategic
promotion of human

rights or supporting

the development of the
human rights ecosystem.

)

v

While this is
seemingly

disconnected q
from operations, :
companies

that go beyond

their duty to respect human
rights likely will realize returns
on investment in the form of
stronger and more resilient
supply chains, in addition to
advancing human rights in
vulnerable communities.



EXAMPLES:

o A consumer goods company o A construction company
discrimination 90 percent migrant workers
against women

ooooooooooo

Recommendations

ADOPT A COHESIVE CLIMATE AND HUMAN RIGHTS POLICY

Businesses should adopt a policy clearly stating their corporate commitment to climate
resilience and respect for human rights.

EXPAND HUMAN RIGHTS DUE DILIGENCE TO INCLUDE CLIMATE CHANGE

At minimum, the UN Guiding Principles on Business and Human Rights (UNGPs) require
companies to respect the human rights of people affected by their operations, and to avoid
causing or contributing to activities that would harm them.

Three-step analysis under the UNGPs:
1 Locate high-risk areas.
2 Clarify the scope of responsibility.
3 Determine the appropriate remedy.

INCLUDE A GENDER FOCUS IN DUE DILIGENCE

Considering the role of the world’s poor (and within this community, the role of women) in global
value chains, reducing the vulnerability of these populations to climate is crucial for companies.
Corporate approaches to climate change and human rights must be sensitive to the gender
dimensions of these issues and designed specifically to enhance the capacity of women to be
empowered agents of resilience.

PROVIDE TRANSPARENCY AND ACCOUNTABILITY

Improved disclosure and better-quality reporting of the financial risks and opportunities
at the nexus of climate change and human rights will benefit companies’ relations with
investors, stakeholders, and the public.

* https://www.bsr.org/en/our-insights/report-view/state-of-sustainable-business-2018-bsr-globescan
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Executive Summary

This paper explores the corporate responsibility to understand
and address issues at the nexus of human rights and

climate change. While each of these issues is a top priority

for corporate responsibility practitioners, they are currently
understood and managed separately.

This paper posits that there are significant climate vulnerability, and companies operating
interrelated impacts and opportunities in these communities should incorporate
specifically in communities that are vulnerable  human rights due diligence, consistent with

to climate change impacts and that are the UN Guiding Principles on Business and
not able to fully realize their internationally Human Rights (UNGPs), into their climate risk
guaranteed human rights. Weak realization analysis and eliminate or mitigate increased

of human rights exacerbates communities’ vulnerability caused by their operations.

The proposition unfolds in three parts:

Part | explains how a weak realization of human rights in
communities facing a high risk of harm due to climate change
exacerbates the vulnerability of these communities. It introduces the
idea of “capital assets,” which have been shown to improve climate
resilience of high-risk communities. It also identifies human rights
entry points that affect the strength or weakness of capital assets,
including access to information, decision-making, and justice.

Part Il discusses the key drivers for business action on climate
and human rights. From both the climate change and human
rights perspectives, key drivers include mitigating material risks
to business by supporting the resilience of climate-vulnerable

communities and avoiding increasing legal scrutiny that falls
squarely at the nexus of human rights and climate change.

Part lll describes an approach to incorporating human rights due
diligence into climate change risk and resilience analysis. Carrying
out climate and human rights due diligence aligned with the UNGPs
allows companies to identify where they may have obligations

to provide forward-looking remedies to improve the resilience of
communities where they have significant impacts.

Climate + Human Rights / Executive Summary November 2018 O 6




This paper proposes a three-step approach that leverages
the due diligence framework established in the UNGPs:

¢ The first step is to map where in a company’s operations, or in the operations of
significant suppliers, the company is working within a climate-vulnerable community
with weak realization of human rights, exacerbating the community’s vulnerability.

The second step is to determine the scope of responsibility through the lens of

the UNGPs’ “cause, contribute, and directly linked” framework. Where a company’s
operations, or the operations of a significant business partner, increase the vulnerability
of communities facing climate-related risks, the company has an obligation to prevent
the negative impact from occurring, or to engage with key business partners to do so.

The third step is to determine an appropriate remedy. We propose investment in
capital assets, which have been shown to significantly improve a community’s resilience
to climate change. Human rights provides an entry point into several types of capital
assets, and companies can direct investments in these assets to strengthen human
rights and thus strengthen climate resilience. This report also argues that, in some
cases, companies should consider going beyond “respect” and into the areas of
strategic rights promotion and ecosystem change to leverage business resources to
support people who are most susceptible to the negative impacts of climate change.

Climate Change and
Human Rights

This paper explores the connection between human rights
and climate change. It describes the ways that weak
realization of human rights exacerbates the vulnerability of
communities facing climate-related risks. It provides a due
diligence approach for companies to clarify their obligation

to respect, and in some cases support, human rights in

those communities. Strategic investments in capital assets of
communities will bring significant benefit to those communities
and meet corporate obligations to align with international
standards on human rights and climate.
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Corporate leadership on human rights and
climate change has accelerated over the
past decade. The traction has inspired
investigation into the nexus of climate
change and human rights and explorations
of whether joint approaches to corporate
due diligence and remedy in high-risk
communities can be developed.

In the business and human rights field, the
private sector has embraced the call to action
in the UNGPs to understand and manage
human rights impacts that are connected to
business operations. More than 60 percent
of Fortune 100 companies in the U.S. and
Europe have adopted a standalone human
rights policy, and a recent survey of corporate
responsibility professionals indicated that 85
percent now manage human rights within
their own operations either “a fair amount”

or “a great deal.”" The progress has been
meaningful and widespread, albeit far from
complete.

Similarly, companies are acting on climate
change. Spurred by the landmark 2015 Paris
Agreement, more than 700 companies have
made more than 1,200 climate commitments
through the We Mean Business coalition
alone. These commitments include pledges
to adopt science-based emissions-reductions
targets, purchase 100 percent renewable

energy, double energy productivity, and
remove commodity-driven deforestation from
supply chains.?

This paper explores the nexus between
climate change and human rights. It posits
that weak realization of human rights
exacerbates the vulnerability of at-risk
communities to climate change impacts. This
paper proposes that companies operating

in communities facing climate risks have an
obligation to incorporate human rights due
diligence into their climate risk and resilience
analysis and eliminate or mitigate increased
vulnerability caused by their operations.
Wherever possible, and in partnership

with local governments and civil society,
companies should seek to strengthen the
human rights of vulnerable populations to
strengthen their resilience to climate change.

These propositions unfurl a range of
additional complexities: How should
companies manage climate change and
human rights risk assessments in a coherent
due diligence framework? What is the

scope of responsibility for supporting at-risk
communities under the UNGPs or the Paris
Agreement? What types of forward-looking
human rights remedies are available to
strengthen a community’s climate resilience?

of this paper explores the nexus between weak realization of human rights and
increased vulnerability of communities facing climate risks. It proposes six categories of
“capital assets”—the combination of human, financial, social, natural, physical, and political
capital—that are essential to enhancing capacity to adapt to climate risk. Investing in these
capital assets strengthens human rights and, in turn, protects those most vulnerable to climate

change.

of this paper explains the corporate obligations under the UNGPs and proposes an
approach to incorporate climate risk and resilience analysis into existing human rights due
diligence. Human rights and climate change have been managed separately within companies,
governed by different policy frameworks, addressed by different communities of practice,
managed by different tools, and treated as isolated sustainability issues. This has contributed
to a lack of understanding of the risks, responsibility, and obligation of companies to
strengthen vulnerable communities. The siloed walls are dissolving, and many companies now
view human rights and climate change as two of the most important sustainability issues.®
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of this paper presents a tactical approach to developing human rights and climate
change due diligence. One critical element is a mindset shift away from viewing corporate
climate change “causation” as liability for historical CO, emissions. Instead, the focus is on
operational risks imposed by the company on communities facing climate risks, and the
remedy is to strengthen the community’s resilience. The focus of the analysis should not be
on attempting to determine “causation” by looking backward at emissions. Rather, it should
be on identifying vulnerability caused by weak human rights realization and exacerbated by
the company’s operations, and then identifying pragmatic ways the company can contribute
to improving human rights realization through forward-looking “remedies” that strengthen the

climate resilience of these communities.*

This section offers a primer for business on the ways in which negative climate impacts and
poorly designed climate policy undermine the realization of human rights. We illustrate how the
absence of adequate safeguards to respect and protect human rights magnifies climate risk
by exacerbating vulnerability and how the protection of human rights contributes to resilience.

Climate change and human rights are
intricately linked and have profound
implications for the planet, people, and the
joint prosperity of business and communities.

Rising global temperatures create a series

of climate impacts felt disproportionately by
vulnerable communities around the world.
The impacts include the increase in intensity
and frequency of extreme weather events,
changes in precipitation and distribution of
water, ocean acidification, and sea level rises.
These events negatively affect jobs, homes,
mobility, natural resources, health, livelihoods,
and ultimately respect for human rights.

Where the protection of human rights is
weak, climate risk is exacerbated. Individuals
and communities lack the ability to address
the intersecting inequalities that magnify
vulnerability. Where protection of human
rights is strong, those on the frontline of

climate change are more equipped to build
the human, financial, social, natural, physical,
and political capital assets needed to
anticipate, avoid, and recover from climate-
related events.

The UN began exploring the intersection
between climate change and human rights
in 2008. The UN Human Rights Council
concluded that climate change “poses an
immediate and far-reaching threat to people
and communities around the world and has
implications for the full enjoyment of human
rights.”

A follow-up report from the UN Office of
the High Commissioner on Human Rights
(OHCHR) further asserted that certain
human rights are more directly affected
by climate change impacts, including
fundamental rights to life, health, food,
water, and adequate standard of living.®
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Climate change poses an immediate
and far-reaching threat to people and

communities around the world and has
implications for the full enjoyment of
human rights.”

—UN HUMAN RIGHTS COUNCIL RESOLUTION (JULY 23, 2008)

¢ Rights to life and health are directly
and indirectly affected by climate-change-
induced hurricanes, cyclones, floods,
or heat waves. These rights are also
affected by slow-onset death resulting
from malnutrition or vector- or water-borne
diseases.’

¢ Right to food is likely to be undermined as
climate change alters hydrological patterns,
the frequency of droughts, land salinization,
soil erosion, nutrient depletion, and water
scarcity. These threaten to undermine the
core factors that provide a basis for food
production, namely productive soil and
fresh water.®

¢ Right to water is impacted through
changes to levels and patterns of
precipitation, melting snow and ice,
and retreating glaciers. These changes
are altering hydrological systems and
affecting water resources and quality.®

The Intergovernmental Panel on Climate
Change (IPCC) projects that climate change
will reduce renewable surface water and
groundwater resources significantly in most
dry subtropical regions.

Right to an adequate standard of living
is intimately linked to the ways in which
climate change undermines livelihoods,
particularly for people such as the poor
who depend on a predictable environment.
About 2.6 billion people depend on
agriculture for their livelihoods;'® 450 million
of the world’s poorest people are entirely
dependent on ecosystem services;'" and
the economic gains from tourism and
fisheries in coral reefs, many of which are
on the coasts of developing countries in
the Caribbean, the Pacific Ocean, and the
Indian Ocean, are estimated to be worth up
to US$30 billion per year.?
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CAPITAL ASSETS SUPPORTING HUMAN RIGHTS

Capital assets are interdependent capacities that, together, address the underlying causes
of vulnerability, such as poverty and inequality, or, in this case, vulnerability to harmful climate
impacts.'®* Based on a review of more than 20 frameworks on climate risk and resilience, the
bulk of evidence suggests that a resilient community is determined by the strength of the six
capital assets described below:

Six Capital Assets to Build Climate Resilience

& Human Capital @5 Political Capital Financial Capital

refers to the skills and knowledge refers to access to decision making  refers to the volume of available
of available human resources, to shape policy environments that financial resources and access to
particularly in the workforce. enable resilience. financial goods and services.

Physical Capital @ Social Capital (§)> Natural Capital

refers to infrastructure and refers to the strong relationships, refers to the full range of services
equipment, including those related collaborations, and bonds of mutual provided by biodiversity and
to manufacturing facilities, transport, support and cooperation that are ecosystems, including land
logisitics and communications. essential for addressing a systemic and water.

global challenge such as climate

change.

The international human rights framework provides entry points that can be leveraged to
strengthen capital assets, and it provides opportunities for vulnerable populations to improve
their resilience and shape outcomes in their favor. These entry points play a critical role in
determining the strength of capital assets in communities, primarily through the allocation of
community resources, access to education, vocational opportunities, and protection of assets
like physical property and communal marriage property.

Protection of the three areas of human rights described below is critical to
strengthening climate resilience.

e Access to information: Access to information provides opportunities for individuals
to understand and develop agency to mitigate the impacts of climate change. Access
to information is anchored in the human rights that guarantee access to education,
free assembly and association, and free opinion and expression. It allows otherwise
marginalized and vulnerable groups to gain insight into what inputs are shaping policy-
making, and to remain informed on how policy is being implemented and enforced.

¢ Access to decision-making: This concept is anchored in rights to shape governing
political systems, access a free press to be informed by and to inform decision-making,
access fair and open public administrative and judicial hearings, and access decision-
making to promote participatory policy-making. Importantly, vulnerable populations
should be counted among those shaping climate change interventions.

Climate + Human Rights / Climate Change and Human Rights November 2018 1 1




e Access to justice: Access to justice through various tribunals—including company-led
grievance mechanisms and remedies—provides the scope for dispute settlement and
redress when policies are poorly conceived, processes are not respected, or outcomes
are harmful. Access to justice enables communities to hold the public and private sector
accountable for failures to build resilience in a manner that is proportional.

To illustrate the importance of these rights areas, consider the disproportionate impact of
climate change on two hypothetical women, from Country A (realized human rights) and
Country B (unrealized human rights). They are both factory workers in the garment industry,
but with different levels of human rights realization.

The first woman has access to
information and to technology that relays
this information to her in a timely fashion.
She is given prior warning of a weather
event. She has access to decision-
making and has been participating in the
development of local climate-adaption
policies in a manner that enables her to
advocate for her interests and contribute to
a plan that addresses her needs. She has
access to financial services and she
has been able to save money in anticipation
of this climate-related event. She knows
she will receive a line of credit in the
aftermath of the event to rebuild her home
and her livelihood should the worst-case
scenario unfold.

The exposure to a physical hazard is a
proximate cause of the harm to vulnerable
individuals. But the true determinant of
climate risk is vulnerability, which depends on
whether the potential victims’ human rights
are realized or not.

Where appropriate linkages exist, the

private sector is in a position to reduce

this vulnerability by enhancing the capital
assets of these communities and thereby
strengthening human rights realization. As

we explore further next, doing so requires
companies to identify vulnerable communities
within their operations or business

> COUNTRY A ;® COUNTRY B

The second woman is less fortunate.

Her government is under no obligation to
provide access to information, decision-
making, or justice, and she has no prior
warning of the event and no means to
shape climate-adaptation policy in her
region. Social and cultural norms in her
community mean she has never been
taught to swim and cannot leave home
without a male guardian. She lacks access
to basic services, including financial
services, and will not be able to rebuild her
life in the event of a climate shock.

partnerships through due diligence and active
engagement with experts.

Once the relevant communities are identified,
“remedies” should flow into capital assets
where business and community benefits
overlap, and where capital asset investments
make the business more climate resilient in
that community—for example, by ensuring
protection and continuity in the workforce,
and where it advances the fulfillment of
human rights. The next section outlines
additional drivers for action.
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The case for business action on climate change and human rights is driven by material risks
to the business, adherence to international norms, reputational risk, emerging litigation and
legislation at the nexus, and business opportunities in a low-carbon environment.

Climate change and human rights represent
a material and cascading risk to the private
sector, with profound implications across
the supply chain on strategy, finances,
operations, human resources, and
compliance.

Vertical risks appear across divisions, practices,
and functions within individual companies.
Consider the following types of risk:

e Climate change poses strategic risks
to business, as some technologies may
become obsolete while others may take
their place because of the need to drive
down greenhouse gas (GHG) emissions
reductions. Alternatively, new competitors
spurred by changing markets for
low-carbon, climate-resilient goods and
services may respond to shifting consumer
demands and address resource constraints
linked to climate, thereby threatening profits
and market position.'

e Operational risks include critical damage
to infrastructure, production, quality of
goods and services, and disruption to
logistics. Utilities; telecommunications; and
food, beverage, and agriculture companies
have suffered losses due to production
shortfall risk. Significant operational and
financial risks due to human rights issues
have been borne by companies primarily
with large capital footprints in communities
without robust rights-protection.

¢ Legal and policy risks include the
growing body of human rights and climate
litigation and legislation that are being used
to drive transparency and accountability.
Global legislatures have been active in

developing and passing human rights
disclosure laws, including the UK Modern
Slavery Act and France’s Human Rights
Due Diligence law, which both require
covered companies to disclose steps they
are taking to respect human rights.

Over the last two years, a flurry of legal
activity has sprung up at the nexus of
human rights and climate change. In
2015, the Human Rights Commission of
the Philippines opened an inquiry into

the climate contributions of several major
international companies. In November
2017, a German court allowed a lawsuit
to proceed against RWE, a German utility
company. The lawsuit was brought by

a farmer in Peru who claimed RWE’s
contributions to CO, emissions negatively
affected his crops.” In early 2018, New
York City brought a lawsuit against the five
largest oil and gas companies seeking to
shift the costs of protecting the city from
climate change impacts back onto the
companies.'®

Across 177 countries, the number of
climate change laws and policies has risen
from 60 in 1997, to nearly 1,400 at the end
of 2017. Although consensus has not been
attained, progress is being made on the
thorny problem of “attribution,” or linking
liability for climate change to the emissions
contributions of individual actors."”

Financial risks include the immediate
losses caused by a climate-related hazard
or a broad threat to profits as a company’s
exposure to climate risk becomes known.
These risks could also take the form of
diminished capital availability and higher
credit risk as investors and lenders refuse

" Climate Change and Human Rights
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to make capital available to companies
seen to be vulnerable to climate impacts or
companies perceived as failing to manage
these impacts adequately.'

¢ Human resource risks involve threats
to employee health due to climate-related
events. These risks also derive from the
growing concern that recruitment and
retention of staff—particularly Millennials—
will become difficult for companies that
earn a reputation for being poor on climate
and human rights.

¢ Risks to the disruption of complex
global supply chains exist from the
extraction of raw materials all the way
to engagement with consumers. The

The UNGPs and the Paris Agreement provide
a roadmap for how companies should
contribute to mitigating harm at the climate
and human rights nexus.

The UNGPs establish the corporate
responsibility to respect human rights.
Companies are required to act with due
diligence to avoid infringing on the rights of
others and to address adverse impacts that
occur. They also must establish the duty to
provide access to effective remedy (both
judicial and non-judicial) for victims. The
UNGPs reinforce the primacy of the state
duty to protect against human rights abuses
by third parties, including business, through
appropriate policies, regulation, and judicial
channels.

The scope of the UNGPs is broad. Principle
13 states that companies have an obligation
to respect human rights in their own
operations and extends that obligation to all
“business relationships” where it is “directly
linked” to adverse human rights impacts.
Principle 17 reinforces the obligation to
carry out due diligence in a company’s own
operations and business relationships to
identify and prevent adverse human rights
harm.

This duty to respect human rights means that
companies must:

resilience of any individual business
depends heavily on the resilience of its
suppliers and purchasers, whose supply
chains can span many countries.'

Risks from investor and stakeholder
pressure include when external groups
advocate for corporate commitments on
climate change and human rights. The
Global Investors Coalition on Climate
Change, which represents US$24 trillion in
assets, expects companies to have climate
change strategies in place. More than 800
investors now request disclosure through
CDP. Similarly, investors and stakeholders
are now ranking companies on their human
rights performance through the Corporate
Human Rights Benchmark.

Express their commitment to respect
human rights through a statement of
policy and communicate efforts to address
human rights frequently.

Carry out human rights due diligence,
assessing actual and potential human
rights impacts, integrating and acting
on the findings, tracking responses,
and communicating how impacts are
addressed.

Avoid infringing on the human rights of
others and address adverse human rights
impacts with which they are involved.

Take adequate measures to identify,
assess, prevent, mitigate, and remedy
adverse human rights impacts with which
they may be involved, either through their
own activities or because of their business
relationships. To verify whether adverse
human rights impacts are being addressed,
businesses should track the effectiveness
of their response.

Provide remedy where the company is
“causing or contributing” to adverse human
rights impacts, and “seek to prevent or
mitigate” adverse human rights impacts
that are directly linked to their operations,
products, or services by their business
relationships, even if they have not
contributed to those impacts.?°
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The Paris Agreement provides a similar global
standard to avoid the unmanageable and
manage unavoidable climate change.

Through the Paris Agreement, the
international community commits to hold the
increase in the global average temperature

to well below 2°C above pre-industrial levels,
and to increase the ability to adapt to the
adverse impacts of climate change and foster
climate resilience and low GHG emissions
development. The agreement further
commits signatories to reach global peaking
of GHG emissions as soon as possible, and
to undertake rapid reductions thereafter to
achieve net-zero emissions in the second half
of this century.?!

Companies around the world are
participating in designing “Paris-compliant”
polices and adopting corporate climate
strategies in line with the Paris objectives.
The We Mean Business coalition, which
works with thousands of the world’s leading
companies, currently counts more than 1,000
commitments from over 600 companies that
represent more than US$6 trillion in revenue.

In seeking to meet their ambitious climate
goals, companies are adopting a range of
principles and approaches, including to:

¢ Understand baseline emissions and
climate risks: This means creating an
accurate inventory of GHG emissions.
Direct emissions occur from sources that
are owned or controlled by the company,
including on-site fossil fuel and fleet fuel
consumption. Indirect emissions result
from the generation of purchased electricity
consumed by a company.

¢ Undertake aggressive GHG emissions
reductions: This can take multiple
forms, but the leadership benchmark is
represented by the adoption of science-
based targets.

e Enhance resilience to climate impacts
inside companies, across supply
chains, and within vulnerable frontline
communities: A resilient business will be
able to anticipate, absorb, accommodate,
and rapidly recover from climate events

in its own operations and throughout its
value chain. It will contribute to resilient
societies, which means moderating harm
to socio-ecological systems and enabling
people, the economy, and natural systems
to rebound quickly in the face of adversity.

* Progressively increase ambition over
time: Article 4 of the Paris Agreement
provides the basis for commitments
that are sequenced, if the sequencing
represents a progression over time and
reflects the highest possible level of
ambition considering circumstances and
capabilities.

¢ Disclose action and track
effectiveness of climate strategy to
shareholders and other stakeholders:
The Global Investors Coalition on Climate
Change, which represents US$24 trillion in
assets, expects companies to have climate
change strategies in place. More than 800
investors now request disclosure through
CDP.

Many companies now conduct risk
assessments based on exposure to climate
hazards. However, these assessments
neglect to examine the underlying
vulnerabilities that exacerbate risk. As

a result, there is a need to revamp risk-
assessment methodologies to allow for

a more effective and comprehensive
understanding of risk.??

Companies currently seeking to satisfy their
corporate responsibility on climate change
and human rights are often working through
separate frameworks. The final section of
this paper proposes a program of action that
together represents a composite framework
for working at the nexus between climate
change and human rights. This framework
provides a roadmap for leadership on both
issues.
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Part lll: An Approach to
Climate Change and Human
Rights Due Diligence

All companies have a responsibility to identify
where they may be operating directly or
through supply chain partners in communities
facing a high risk of climate impacts. Under
the UNGPs, where a company or partner is
“causing or contributing” to adverse human
rights impacts in those communities—and
thus weakening climate resilience—it has an
obligation to provide remedy, which could
include investment in capital assets.

Where a company seeks to go beyond

its obligations to “respect” human rights,
companies should consider either strategic
promotion of human rights or supporting
the development of the human rights

ADOPT A COHESIVE CLIMATE AND

Businesses should adopt a policy clearly
stating the corporate commitment to
climate resilience and respect for human
rights. This means that they should avoid
infringing on the human rights of others
and should address adverse human rights
impacts with which they are involved. In
addition, business should contribute to
collective climate action by all with the goal
of holding the increase in the global average
temperature to well below 2°C above pre-
industrial levels, while increasing the ability
of high-risk communities to adapt to the
adverse impacts of climate change.

ecosystem. While seemingly disconnected
to operations, companies likely will realize
returns on investment in the form of stronger
and more resilient supply chains, in addition
to advancing human rights in vulnerable
communities.

The approach presented here begins with
developing a cohesive policy commitment,
and then it provides an approach to
integrating climate resilience into human
rights due diligence and pragmatic ways to
prevent and mitigate identified harm.

HUMAN RIGHTS POLICY

Company policies should illustrate where

the nexus affects operations and provide a
clear understanding of how climate change
undermines the realization of rights, and how
strengthening human rights can enhance
resilience. Companies should also be
mindful to avoid undermining one of these
sustainability priorities by making poor
choices on the other.
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Under the UNGPs, companies should follow a three-step analysis to identify and clarify where
they may have responsibilities to support communities facing climate risks. At minimum, the
UNGPs require companies to respect the human rights of people affected by their operations
and to avoid causing or contributing to activities that would harm them. Companies seeking to
go beyond the minimum UNGPs requirements could promote human rights (moving beyond
“respect”) or work to change the ecosystem and structures around vulnerable communities

that prevents fulfilment of human rights.

Integrating climate due diligence into existing human rights due diligence processes requires
three stages of analysis: identifying high-risk locations; determining whether the company’s
operations, or those of significant business partners, are weakening human rights for
vulnerable communities; and determining the appropriate remedy.

Locate high-risk areas: All companies
are connected to climate-vulnerable
communities in some capacity, although
often not in their direct operations. To
determine the scope of responsibility and
appropriate remedy, a company must first
map its operations and the operations of
significant business partners to identify
where the company operates in known
high-risk climate-vulnerable communities.
These communities are found everywhere in
the world and may include anywhere from
Bangladesh and Myanmar, to California and
Louisiana. Defining “significant business

Clarify the scope of responsibility: Next,
companies should determine whether they
are “causing” or “contributing” to increasing
the vulnerability of high-risk communities,

or whether they are directly linked to a
business partner that is increasing the
vulnerability of an at-risk community. Put
differently, companies should ask whether
their operations (or significant business
partner) cause or contribute to weakening the
realization of human rights that would protect
vulnerable communities from the negative
impacts of climate change.

partners” operations is not an exact science,
and guidance should be drawn from existing
concepts in supply chain due diligence
approaches such as the OECD guidance.

In recent research conducted by BSR and
CDP, 72 percent of suppliers stated that
climate risks could significantly impact

their business operations, revenue, or
expenditure. Yet only half of these suppliers
are currently managing that risk. Addressing
the underlying vulnerability in global supply
chains is essential to the business continuity
and success of global companies.

All human rights in these communities should
be reviewed. Particular attention should be
paid to rights involving access to judicial

or nonjudicial remedy structures; equal
treatment under the law; access to adequate
emergency response systems; full realization
of property rights; and access to food,
shelter, and water, with a particular focus on
vulnerable sub-communities who may be
living and working in the region (e.g., migrant
workers, women, elderly people, children,
and people with disabilities).
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Specific examples of where a company may
“increase vulnerability” or “weaken rights-
realization” include:

e A pharmaceutical factory operating
in a water-scarce, climate-vulnerable
community learns that it is using highly
inefficient technology and wasting water
that will be needed during an emergency,
thus weakening the rights realization of
the community (reduced access to clean
water).

¢ A food and agriculture company with a
significant operational footprint in a high-
risk community learns that its business
partners have acquired land without
contracts, making the proper enforcement
of land rights after an adverse weather
event more difficult, thus weakening rights
realization.

e A consumer goods company is
manufacturing in a region with significant
levels of discrimination against women in
the workplace. This would place its own
operations in jeopardy in the event of a
significant adverse weather occurrence,
should the women be forced to stay home.
It would also reinforce local social norms
that will deprioritize responses to women.

3. Determine the appropriate remedy:
Under the UNGPs, where a company is
causing or contributing to an adverse human
rights impact, it is obligated to cease or
prevent that impact from occurring.

Risk mitigation can take many forms. Where
due diligence reveals increased vulnerability
caused by a company’s own operations,
the remedy should include a focus on
strengthening capital assets in those
communities to provide a forward-looking
remedy that strengthens the community’s
resilience to adverse climate events. The
company may also need to consider
changing certain aspects of its operations,
including diversifying water sources,
mitigating risk in the workforce, updating
land-acquisition methods, and incorporating
ways to build capacity on preventing gender
discrimination in the workforce.

e A mining company draws significant
amounts of water from the only available
freshwater stream in a high-risk area, thus
potentially weakening rights of access to
water during an emergency.

e A food and agriculture company is
using extensive tracts of land to grow only
cash crops, without considering whether
the effects of a significant weather event
would require a surplus of food.

e A construction company employs a
workforce composed of 90 percent migrant
workers who lack the realization of several
human rights (e.g., legal status, adequate
access to courts, equal rights under the
law) and who thus would not be entitled to
basic services during a climate emergency.

Because both climate risk and human rights
situations are dynamic, assessments of both
should be undertaken at regular intervals:
prior to a new activity or relationship, prior

to major decisions or changes in operations
(e.g., market entry, product launch, policy
change, or wider changes to the business),
and in response to or anticipation of changes
in the operating environment.

Improving access to decision-making and
justice strengthens political capital, which

in turn enables vulnerable communities

to shape policy environments that reflect
their lived experience and addresses

their underlying weaknesses. Access to
information can help build human and social
capital. Strengthening economic and social
rights can help mobilize financial capital and
provide the necessary resources to help
individuals, households, and communities
rebound from extreme weather events.

Where the company is directly linked to
weakening rights realization through a
business relationship, the company will

need to engage with the relevant business
suppliers. A remedy focused on capital
assets may be appropriate, and the company
and business partner will need to create a
plan to develop capital assets.
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These situations may also present
opportunities for business to convene a
broader, multistakeholder, or ecosystem
approach, bringing local government and
civil society voices into a conversation
about structural changes needed to
increase resilience. Business can be a
powerful catalyst for change to spark this
conversation.

Finally, many companies will conduct a due
diligence investigation into human rights
issues in climate-vulnerable communities and
conclude that, while the community may be
at risk or highly vulnerable to climate-related
impacts, company or business partner
operations are not increasing the vulnerability
in any meaningful way. In those cases,

no formal remedy approach is needed.
However, businesses should look beyond
the UNGPs and think more broadly about
their role in a climate-vulnerable community
with weak realization of human rights. Do
these situations still present an opportunity to
promote human rights in a way that supports
vulnerable rights-holders and is strategically
advantageous for the company? Would a
more stable and rights-respecting operating

environment, coupled with a more climate-
resilient community, be better over the long
run for the company’s operations? There may
be opportunities to go beyond respect and
promote, and into the conversations about
the broader ecosystem structures in these
communities, even without an obligation
under the UNGPs.

BSR’s approach to business and human
rights encourages companies to meet
their obligations under the UNGPs in terms
of identifying actual or potential human
rights harms and mitigating or remedying
as appropriate. We recommend this same
approach at the nexus of human rights and
climate change. This nexus provides an
opportunity to move into higher stages of
promoting rights where there is a strategic
overlap with business and opportunity to
change the underlying ecosystem in which
the business operates. We encourage
companies to take the opportunity to
implement this framework when thinking
about human rights and climate change,
even without a specific obligation under the
UNGPs.

RESPECTING RIGHTS
(COMPLIANCE)

STRATEGIC RIGHTS
PROMOTION

This involves developing robust
human rights policies and

good systems and processes

for embedding human rights
considerations into all aspects

of the business, including risk
management, procurement,
training, reporting, stakeholder
engagement, government
relations, and grievance handling.

HUMAN RIGHTS
ECOSYSTEM

Companies can affect
human rights both positively
and negatively. BSR helps
companies find opportunities
to advance human rights,
making investments that
produce both financial and
social returns.

Companies do not act in a
vacuum. Some of the most
powerful human rights impacts
come through relationships
with government agencies,
industry partners, civil society
organizations, and international
institutions. BSR helps
companies identify the forums
and issues where collaboration
can have the greatest impact.
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A Caveat: Use of Ambiguous Terms

Several key terms in this analysis are
ambiguous, such as “cause,” “contribute,”
“increasing vulnerability,” and “weakening
rights realization.” These terms are left
undefined with precision for two reasons:
First, there is no universal definition of
these terms in the context of human rights
investigations, in law, or otherwise. Second,
the terms are intended to provide broad
guidance to company practitioners, and
the scope of responsibility and remedy will
depend heavily on a number of context-
specific variables, all of which should

be accounted for in a case-by-case
analysis for each company. Similar to the
UNGPs themselves, this approach allows
practitioners to experiment with conducting

the due diligence, and determining empirically
the appropriate linkages and remedial actions
based on myriad situations with several
dynamic components.

Indeed, the UNGPs themselves do not
clearly define “cause, contribute, and directly
linked,” and while several attempts to do so
have made important contributions to the
business and human rights field, the final
conclusions are subject to consensus among
emerging communities of practice, trial and
error by practitioners, and insights gleaned
by external organizations working with
communities and companies to help define
the right level of accountability.

INCLUDE A GENDER FOCUS IN DUE DILIGENCE

In terms of social differentiation, the world’s
poor, particularly women and children, are
especially vulnerable to climate change.

The poor, vulnerable, and marginalized have
the least capacity to cope with the impacts
of climate change, and whether they live

in developed or developing countries may
determine who are most affected. They are
most exposed to the health risks arising from
pollution, poor sanitation, and unclean water.
And they also rely most on natural resources,
often deriving up to two thirds of their income
directly from those resources and spending
up to three quarters of their household
income on food and other basic needs.?®

The bulk of evidence suggests that climate
change is hardest on women. Women are
often constrained by social and cultural
norms that prevent them from acquiring
appropriate skill sets, restrict their access to
assets (including land), prevent them from
having adequate access to governance
(including access to decision-making and
information), place them in inferior social
positions, and prevent them from acquiring
education and appropriate healthcare.

The 1991 cyclone in Bangladesh illustrates
many of these issues. More than 90 percent

of the estimated 140,000 fatalities were
women; their limited mobility, skill sets, and
social status exacerbated their vulnerability to
this extreme weather event.?

Considering the role of the world’s poor (and
within this community, the role of women)

in global value chains and reducing the
vulnerability of these populations to climate

is crucial for companies. For instance, the
garment industry employs just under 20
million workers in Asia and Southeast Asia.
Between 2004 and 2008, employment in the
sector has increased sharply—by 40 percent
in Bangladesh, 20 percent in Cambodia, 48
percent in India, 8 percent in Pakistan, and
52 percent in Vietnam. What is more, women
represent, on average, 68 percent of the
workforce in the clothing industry, 45 percent
in textiles, and 46 percent in the leather

and footwear industries. In some countries,
women comprise as much as 90 percent of
the employees in these industries.?

Corporate approaches to climate change
and human rights must be sensitive to the
gender dimensions of these issues and
designed specifically to enhance the capacity
of women to be empowered agents of
resilience.
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Companies should report impacts to ensure
transparency and accountability. Improved
disclosure and better-quality reporting of the
financial risks and opportunities at the nexus
of climate change and human rights will
benefit companies’ relations with investors,
stakeholders, and the public.

Climate change poses serious risks to the
global economy. Nonetheless, investors and
financial markets lack clear and comparable
information about which companies or assets
are most exposed to this issue and which are
best prepared. To address this, companies

are encouraged to commit to implementing
the recommendations of the Task Force on
Climate-related Financial Disclosures (TCFD).
TCFD has published recommendations for
reporting climate-related financial information
in mainstream reports. Companies,
investors, and financial organizations
globally are encouraged to implement the
recommendations to allow a more efficient
allocation of capital, improve the dialogue
among all financial players, and support a
smooth and rapid transition to a low-carbon
economy.
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