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10 Human Rights Priorities

for the Financial Sector

A primer on the most relevant, urgent, and probable human rights
impacts for the financial sector and opportunities for positive impact

Hurman rights are inherent to all human beings. They are defined and established in more than 80

&,P’ ‘\Q& UNITED NATIONS international legal instruments' and define the fundamental protections of human dignity, needs, and
‘{& 41}’ HUMAN RIGHTS freedoms, such as food, housing, privacy, personal security, and democratic participation. Since the
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adoption of the Universal Declaration of Human Rights (UDHR) in 1948, the responsibility to protect

In 2011, the UN Human Rights
Council unanimously endorsed
the UN Guiding Principles on
Business and Human Rights,
the first international instrument

to assign companies the

human rights has primarily fallen on governments. Beginning in the early 2000s, however, it became
increasingly clear that the freedoms enshrined in the framework could also be violated —and
promoted—by the private sector.

In 2011, the UN Human Rights Council unanimously endorsed the UN Guiding Principles
on Business and Human Rights (Guiding Principles), the first international instrument to
assign companies the responsibility to respect human rights. The Guiding Principles state that

. governments must put in place good policies, laws, and enforcement measures to prevent
responsibility to respect , o . ) . ) L
companies from violating rights; that companies must refrain from negatively impacting rights even

human rights. when governments are failing to create or enforce necessary laws; and that victims of corporate
abuses must have access to effective remedy. As part of this responsibility, the Guiding Principles
require companies to undertake due diligence to identify and manage their negative human rights

impacts.

This issue brief identifies the 10 most relevant, urgent, and probable human rights impacts for businesses operating in the financial sector. The
information here is gathered from BSR’s direct engagement with financial sector companies, as well as our 25 years of experience helping
companies in all sectors manage their human rights risks.

The financial sector comprises a wide range of businesses and activities, from asset owners and managers to private equity, venture capital, and
commercial banking. While each of these sub-sectors will have its own human rights profile and challenges, this brief highlights universal risks for
companies operating in finance.

1 Including, notably, the Universal Declaration of Human Rights (UDHR), the International Covenant on Civil and Political Rights (ICCPR), the International Covenant on Economic,
Social and Cultural Rights (ICESCR), and International Labour Organization (ILO) fundamental conventions.


http://www.ilo.org/global/standards/introduction-to-international-labour-standards/conventions-and-recommendations/lang--en/index.htm
http://www.ilo.org/global/standards/introduction-to-international-labour-standards/conventions-and-recommendations/lang--en/index.htm
http://www.ohchr.org/Documents/Publications/GuidingPrinciplesBusinessHR_EN.pdf
http://www.ohchr.org/Documents/Publications/GuidingPrinciplesBusinessHR_EN.pdf

Top 10 Human Rights Risks
for the Financial Sector

Discrimination in
Lending Practices
Lending practices contain human rights risks
regardless of their size or scale. As seen in the
subprime mortgage crisis, individual brokers
may target minority borrowers for loans they
are unlikely to afford in the long term. Similarly,
@ entire lending institutions may deny customers
access to finance based on race, religion, or
gender.” As loans are increasingly approved
or denied by algorithms, financial models have the potential to
perpetuate, exacerbate, or mask discrimination.’

Reference: UDHR Articles 2, 7

Customer Due Diligence
All financial institutions, large and small,
should engage in environmental, social, and
governance due diligence before issuing loans.
Whether dealing with an individual client, a
small business, a multinational enterprise, or
a government entity, the Guiding Principles clearly state that
companies must examine all their relationships—including those
with their customers—for potential human rights impacts. Lending
to customers without first examining their social and environmental
records may result in the facilitation of gross human rights violations.
This may manifest as financing governments that abuse their citizens
or accelerating the growth of a company that exploits its workers.
Reference: UDHR Articles 1-27
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Sector Due Diligence
Beyond customer due diligence, financial
sector companies should conduct sector due
diligence to ensure that their investments in
companies, infrastructure projects, or other
entities do not contribute to human rights hDﬂ
violations. Sector due diligence should consider
operation-specific impacts —such as a mining
project that displaces local residents—as well as the geographic
context in which the investment will take place. The potential
impacts of failing to conduct sector due diligence are as wide
ranging as those outlined in risk 2.
Reference: UDHR Articles 1-27

Bribery and Corruption

Corruption is pervasive in large-scale projects that seek
outside funding, especially those taking place in autocratic countries,
carried out by state-owned enterprises, or overseen by politically
connected individuals.” Corruption and bribery profoundly affect
vulnerable communities —either by misdirecting funds that could
be spent on healthcare, education, or other public goods, or by
preventing participation in the democratic PY P
process. Financial sector firms should ensure
that any engagement in high-corruption
contexts proceed according to international
norms of transparency and accountability.
Reference: UDHR Articles 8, 17, 25 and 26

Large-Scale Infrastructure and

Land Developments
Project finance requires robust due diligence
on issues involving land rights, displacement,
and forced relocations, particularly in countries
where access to remedy for these violations is
curtailed or nonexistent. In contexts with a high
risk for corruption and weak rule of law, companies should ensure
that infrastructure projects are built only under strict adherence
to international norms regarding consultation, compensation, and
population relocation.
Reference: UDHR Articles 8,17

See, e.g.: http://info.worldbank.org/governance/wgi/index.aspx#home
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See, e.g.: http://iri.hks.harvard.edu/files/iri/files/sept_2011_commodities_and_responsible_investment.pdf

Commodities Investing

Trading and investing in commodities, particularly staple
foods or other agricultural products, can drastically affect the price
of food, water, and healthcare, and could restrict land use or other
natural resources for vulnerable populations. While these impacts
may at first glance appear to be beyond the scope of financial sector
due diligence, the distorting effects of commodity
YIY1Y purchases can be profound, and the businesses
WIR'EN'@ behind them should consider collective responsibility
IO o mitigation.®
"‘ "‘ "‘ Reference: UDHR Article 25

https://www.washingtonpost.com/business/economy/former-wells-fargo-loan-officer-testifies-in-baltimore-mortgage-lawsuit/2012/06/12/gJQABEGXV_story.html?hpid=z2
https://web.archive.org/web/20161219083427/https:/www.whitehouse.gov/sites/default/files/microsites/ostp/2016_0504_data_discrimination.pdf


https://www.washingtonpost.com/business/economy/former-wells-fargo-loan-officer-testifies-in-baltimore-mortgage-lawsuit/2012/06/12/gJQA6EGtXV_story.html?hpid=z2&utm_term=.5a40f95350e9
https://web.archive.org/web/20161219083427/https:/www.whitehouse.gov/sites/default/files/microsites/ostp/2016_0504_data_discrimination.pdf
http://info.worldbank.org/governance/wgi/index.aspx#home
http://iri.hks.harvard.edu/files/iri/files/sept_2011_commodities_and_responsible_investment.pdf

Customer and Employee Privacy
Data breaches and misuse of customer or employee
information may result in human rights violations, particularly
if sensitive financial information is disclosed. Companies must
ensure that all collected data is protected through regular security
upgrades and adequate employee training. Arbitrary interference
with privacy is considered a human rights
o) violation, and the proper collection and handling
all | | @ of such data is firmly within a company’s direct
responsibilities under the Guiding Principles.
_._ Reference: UDHR Article 12

Equal Pay
In the United States, three of the
five occupations with the widest gender
wage gaps are in the financial services
sector.” Financial institutions should
conduct an internal study to ensure that
their employees receive equal pay for equal work and remediate
if inequalities are found.

Reference: UDHR Article 2, 23

6 http://fortune.com/2016/02/10/ubs-review-gender-pay-gap/

Top 3 Opportunities

for Positive Impact

Supply Chains and Modern Slavery/
Human Trafficking

All businesses that procure products or services are at risk of
contributing to forced labor and human trafficking in their supply
chains. Regardless of the scope of a company’s procurement, it
is crucial to conduct supply chain mapping to identify the greatest
risks, investigate compliance with local laws, and, where possible,
remediate violations. While a company cannot be responsible for
all working conditions in all suppliers, it

is important to identify the most severe ‘
violations and take action to prevent them.

Reference: UDHR Article 4 .

1 Discrimination

The financial sector has historically been
a male-dominated industry. Beyond the gender wage V
gap, financial institutions have also discriminated
against other minority groups in hiring, promotion, and
workplace cultural practices. While significant strides
have been made to address these issues—especially
in developed markets—it remains a significant concern. Financial
institutions should address these issues directly through policies,
procedures, and trainings related to workplace discrimination and
sexual harassment, and should monitor and engage their workforce
to prevent discriminatory practices.

Reference: UDHR Articles 2, 23



https://herproject.org/herfinance
http://fortune.com/2016/02/10/ubs-review-gender-pay-gap/

BSR’s Work

Our Human Rights Expertise Our Work with the

We draw on a team of nearly 20 human rights experts and a . . .
v 19S &P Financial Services Industry
network of partners from business and civil society to tackle , ; , )
L BSR members include some of the world’s largest and most influential
global challenges and ensure that companies in all sectors meet ) ) , , ,
financial services companies. We help our members address their core

and exceed global human rights standards. Our work includes o i
corporate responsibility concerns and connect broader environmental,

surveying and benchmarking human rights practices and policies . . . . ) .
. ) . . social, and governance issues to financial services operations.
across industries to aid our member companies’ efforts to craft

comprehensive, responsible approaches to human rights.
See more: https://www.bsr.org/financial-services

See more: https://www.bsr.org/human-rights

Human Rights Working Group

BSR’s Human Rights Working Group brings companies together
to share best practices, develop solutions, and work toward the
implementation of the UN Guiding Principles.

Contact Contact

Margaret Jungk John Hodges

Managing Director, Human Rights Managing Director

mjungk@bsr.org jhodges@bsr.org

Resources

DUTCH BANKING SECTOR AGREEMENT ON HUMAN RIGHTS
Dutch Banks, unions, NGOs and government of the Netherlands share their expertise to help banks identify and address human rights risks in their operations.

EQUATOR PRINCIPLES

The Equator Principles® are a risk management framework for determining, assessing, and managing environmental and social risk. It has been adopted by 87 financial institutions in 36
countries.

IFC PERFORMANCE STANDARDS
The International Finance Corporation’s (IFC) Performance Standards on Environmental and Social Sustainability” provide guidance to IFC clients on identifying human rights risks and
impacts. The IFC’s Interpretation Note on Financial Intermediaries’® provides further information on how the performance standards apply to the financial sector.

OECD GUIDELINES ON MULTINATIONAL ENTERPRISES
The OECD Working Party on Responsible Business Conduct has produced several papers to help clarify the responsibilities of the financial sector in relation to human rights.

THUN GROUP
The Thun Group is an informal group of bank representatives that work together and share learnings on implementation of the UN Guiding Principles in the financial sector.

UNEP FINANCE INITIATIVE
UNEP Fl is a partnership between the United Nations Environmental Programme and over 200 institutions in the financial sector, including banks, insurers and investors.

7 http://www.ser.nl/en/publications/news/20161028-dutch-banking-sector-agreement.aspx
8 http://www.equator-principles.com
9 http://www.ifc.org/wps/wcm/connect/115482804a0255db96fbffd1a5d13d27/PS_English_2012_Full-Document.pdf?MOD=AJPERES
10 http://www.ifc.org/wps/wecm/connect/38d1a68049ddf966af3cbfda80c2ddf3/InterpretationNote_Fls_2012.pdf?MOD=AJPERES
11 http://mneguidelines.oecd.org/global-forum/gfrbc-2014-financial-sector-document-2.pdf.
12 http://www.unepfi.org/humanrightstoolkit/

BSR is a global nonprofit organization that works with its network of more than 250 member companies and
BS R other partners to build a just and sustainable world. From its offices in Asia, Europe, and North America,
The Business of a Better World BSR develops sustainable business strategies and solutions through consulting, research, and cross-sector

collaboration. Visit www.bsr.org for more information about BSR’s 25 years of leadership in sustainability.
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