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(2)Executive Summary


This thesis sets out to clarify how the UN Framework for business and human rights, endorsed by 
 the  UN  Human  Rights  Council  in  June  2011,  will  be  embraced  by  Danish  companies.  The 
 framework establishes that the protection of human rights is no longer only within the premise of 
 the  State  but  that  corporations  too  have  a  responsibility  to  respect  these.  This  imposes  a  current 
 challenge on companies as they have to systematically assess the actual and potential impacts their 
 business activities will have on human rights.  


The  research  was  centred  on  establishing  the  links  between  the  institutional  environment  and  the 
 current Danish approach to human rights in a business context, which would enable a prediction of 
 the expected corporate approach to the framework. To accomplish this the analysis was composed 
 by  an  institutional  analysis  outlining  the  external  influential  factors  for  companies’  human  rights 
 efforts,  a  quantitative  analysis  of  human  rights  reporting,  and  a  qualitative  analysis  with  four 
 selected companies from the quantitative sample.  


The discussion throughout the thesis was highly influenced by the notion of explicit and implicit 
 approaches  to  CSR  (Matten  &  Moon,  2008),  which  added  valuable  insight  into  the  currently 
 changing  institutional  environment,  where  Danish  companies  are  slowly  beginning  to  claim  their 
 responsibilities more explicitly. This works in favour of the UN Framework, as it was discovered 
 that the previous – and in some cases current – approach to human rights has been very implicitly 
 anchored in the companies, and neither something they would explicitly claim nor something they 
 would be able to document.  


The  findings  showed  that,  although  a  few  companies  stands  out  in  terms  of  having  a  highly 
structured approach, in line with the proposed human rights due diligence, there exists a common 
hesitance among the Danish companies towards addressing the UN Framework. This was attributed 
a  general  level  of  uncertainty  about  its  implications  and  scope,  there  is  thus  an  urgent  need  for 
building and expanding a normative knowledge base. Strengthening this would most likely lead to 
the  recognition  that  the  UN  Framework  basically  requires  from  companies  what  they  are  already 
claiming to be doing, namely to respect human rights.  
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1  Introduction  


Companies cannot and should not be the moral arbiters of the world. They cannot usurp the role of 
 governments,  nor  solve  all  the  social  problems  they  confront.  But  their  influence  on  the  global 
 economy  is  growing  and  their  presence  increasingly  affects  the  societies  in  which  they  operate. 


With  this  reality  comes  the  need  to  recognize  that  their  ability  to  continue  to  provide  goods  and 
 services and create financial wealth – in which the private sector has proved uniquely successful – 
 will depend on their acceptability to an international society, which increasingly regards protection 
 of human rights as a condition of the corporate license to operate. 


(Sir Geoffrey Chandler1) 


The above statement was made in 2000 but holds an even greater truth today, more than a decade 
 later, where intense debate has developed on the issue of business and human rights. 2011 marked a 
 milestone  year  for  business  and  human  rights  as  The  United  Nations  (the  UN)  endorsed  a 
 framework  addressing  the  human  rights  impact  of  businesses  around  the  world2    –  the  ‘Protect, 
 Respect,  and  Remedy’  Framework.  The  Framework  is  unique  in  that  it  is  the  first  time  a  global 
 common standard on companies’ responsibility towards human rights has been endorsed.  


Existing human rights regulations are based and emerged from the Universal Declaration of Human 
 Rights  (UDHR),  (1948),  which  is  widely  accepted  as  the  consensus  of  global  opinion  on 
 fundamental  rights,  and  as  “a  common  standard  of  achievement  for  all  peoples  and  all  nations” 


(Smith, 2010; 37), and it is to date the most well-known and translated human rights document3. 
 However, human rights policies and regulations are within the premise of the state to ratify, and as 
 thus  do  not  address  the  corporate  responsibility,  this  is  what  the  new  framework  addresses.  Its 
 relevancy is rooted in the dramatic worldwide expansion of the private sector and a corresponding 
 rise  in  transnational  economic  activity,  which  imply  a  more  governed  approach  especially  when 
 operating in weak-governance zones where the state is unable or unwilling to fulfil its human rights 
 obligations (Human Rights Council, 2011). 


      


1 Sir Geoffrey Chandler Chair, Amnesty International UK Business Group and former Shell senior executive, April 
 2000 in his foreword to Amnesty International / The Prince of Wales Business Leaders Forum, Human Rights – Is 
 It Any of Your Business? 


2 http://www.ihrb.org/top10/business_human_rights_issues/publication_list_2012.html 


3 http://www.un.org/en/globalissues/humanrights/ 



(6)The traditional concept by which only states and individuals can be held responsible for abuses of 
 human rights has, however not officially, certainly been altered within recent years (Prandi et al., 
 2010) as human rights and labour standards are increasingly linked to companies’ Corporate Social 
 Responsibility  (CSR)  strategies.  However,  CSR  is  a  voluntary  action,  which  goes  beyond  the 
 requirement of the law (Carroll, 1991), and where companies can rightfully pick and choose which 
 areas to address. Human rights on the other hand imply compliance with international law to avoid 
 causing any harm. This means that companies cannot selectively choose which rights to focus on. 


The  UN  Framework  has  accomplished  to  capture  and  set  out  a  common  baseline  for  expected 
 corporate  behaviour  in  order  to  assist  companies  in  determining  their  responsibility.  As  such,  the 
 challenge  for  companies  now  lies  in  being  able  to  live  up  to  the  corporate  responsibility  of 
 respecting human rights. 


1.1  Problem Formulation and Research Question 


The  abovementioned  outlines  the  setting  for  the  UN  Framework  and  shows  the  newly  endorsed 
 responsibility  in  which  respect  for  minimum  international  human  rights  standards  has  become  an 
 issue inextricably linked to the process of building a responsible and legitimate company (Prandi et 
 al.,  2010;  184).  As  it  is  expressed: “We  are  entering  an  interesting  and  important  time  in  the 
 development of human rights in business. Real progress has been made […] Very few businesses 
 would state ‘human rights are not our concern,’ and a growing number are actively engaging the 
 issue” (Dovey  &  Morrison,  2007;  8).  As  this  quote  shows,  human  rights  will  in  most  cases  be  a 
 natural part of the companies’ concern, and numerous policies on human rights issues such as non-
 discrimination, a safe and healthy working environment, fair wages, working hours etc. are already 
 addressed by companies. As will be presented in section 1.3, the Framework implies that companies 
 are  responsible  for  human  rights  within  their  sphere  of  impact.  This  implies  a  much  more 
 systematic and considered approach to human rights than has previously been the case. Based on 
 this, this thesis will seek to answer the following research question: 


In  the  light  of  the  UN  Framework  for  business  and  human  rights,  how  will  Danish  companies 
embrace the corporate responsibility of respecting human rights? 



(7)The following sub-questions will guide the analysis and provide insights for answering the research 
 question: 


1.  What are the institutional pressures affecting the Danish corporate approach to human rights? 


2.  How  can  different  contingencies  contribute  to  explaining  the  behaviour  of  different  firms  in 
 relation to Danish companies’ human rights approach? 


3.  How responsive are Danish companies in terms of implementing the framework? 


1.2  Reader’s Guide 


In this part I will briefly present the structure of the thesis and outline how the research question 
 will  be  answered.  Figure  1  graphically  presents  this  structure  and  strategy  for  answering  the 
 research question. 


 


Figure 1 – Research strategy 


Section  1  sets  the  frame  for  the  thesis  by  introducing  the  problem  formulation,  research  question 
 and  the  UN  Framework.  Once  the  field  of  research  is  established,  Section  2  will  describe  the 
 methodological foundation for answering the research question, and the applied research strategies. 


In  Section  3  the  theoretical  framework  is  developed,  and  ultimately  applied  in  context  to  the 



(8)institutional environment. Section 4 constitutes the analysis of the thesis. As is illustrated in figure 
 1, this is divided into three parts. The first one concerns the institutional environment affecting how 
 Danish  companies  work  with  human  rights.  The  second  part  of  the  analysis  presents  the  current 
 approach to human rights through a sample of human rights reporting. The third and final part of 
 the  analysis  assesses  the  considerations  and  challenges  behind  the  human  rights  approach  and 
 examines  the  corporate  response  to  the  institutional  pressures.  In  Section  5  the  findings  are 
 discussed  in  light  of  recent  and  upcoming  initiatives.  Finally,  Section  6  concludes  on  the  thesis’ 


research question.  


1.3  Presentation of the ‘Protect, Respect, and Remedy’ Framework 


In  June  2011,  the  UN  Human  Rights  Council  endorsed  the  ‘Protect,  Respect,  and  Remedy’ 


Framework (henceforth referred to as the UN Framework), which marked the ending of the 6-year 
 mandate  of  Professor  John  Ruggie  as  the  UN  Secretary-General’s  Special  Representative  for 
 Business and Human Rights. The UN Framework was developed to address the gap between states 
 that  are  unwilling  or  unable  to  perform  its  human  rights,  and  properly  regulate  and  incentivize 
 businesses according to the human rights principles, as thus it rests on the following three pillars: 


1.  The  state  duty  to  protect  against  human  rights  abuses  by  third  parties,  including  business, 
 through appropriate policies, regulation, and adjudication; 


2.  the corporate responsibility to respect human rights, which means to act with due diligence 
 to avoid infringing on the rights of others; and 


3.  greater access to effective remedy, judicial and non-judicial, for victims. 


The three pillars will briefly be introduced in the following.  


Pillar 1: State Duty to Protect 


Under international law, governments have committed themselves to protect their citizens against 
harm  that  may  be  imposed  by  others  within  their  territory  or  jurisdictions.  The  UN  Framework 
emphasises  that  this  should  be  done  through  appropriate  steps  to  prevent,  investigate,  punish  and 
redress  abuses  of  human  rights  through  regulation  and  adjudication.  States  should  further  clearly 
and  explicitly  expect  that  all  businesses  operating  in  their  territory  or  jurisdiction  respect  human 
rights throughout their operations (Human Rights Council, 2011). The state duty to protect therefore 
entails  the  obligation  of  states  to  ensure  that  adequate  regulation  is  enforced.  It  is  further 
emphasised  that  the  state  duty  to  protect  is  both  complementary  to  and  differentiated  from  the 



(9)corporate  responsibility  to  respect.  They  are  differentiated  as,  one  party’s  failure  to  discharge  its 
 duty or responsibility still obliges the other to meet its own, and they are complimentary as a full 
 protection  of  human  rights  requires  the  engagement  of  both  state  and  companies  (Business  & 


Human Rights Initiative, 2010).  


Pillar 2: The Corporate Responsibility to Respect 


The corporate responsibility to respect means ‘not to infringe on the rights of others’ i.e. to ensure 
 that the company is not causing any harm in neither its own business activities nor through that of 
 its partners. It does not however, require companies to promote or fulfil human rights initiatives, as 
 this  is  the  domain  of  the  state  duty.  In  their  core  practices  some  companies  might  fulfil  human 
 rights  simply  by  providing  their  products,  as  is  the  case  in  e.g.  medical  companies  providing 
 medicine  and  thus  serving  the  right  to  health.  Initiatives  in  this  direction  are  of  course  being 
 welcomed, yet, these go beyond the scope of the UN Framework and does not exempt companies 
 from  assessing  their  impacts  and  living  up  to  the  baseline  of  not  causing  any  infringements  on 
 individuals through the business activities.  


The  responsibility  to  respect,  is  according  to  Ruggie  ‘a  standard  of  expected  conduct’, 
 acknowledged  in  virtually  every  voluntary  and  soft  law  instrument  relating  to  corporate 
 responsibility,  as  well  as  by  companies  themselves,  and  it  applies  to  all  recognized  human  rights 
 (Ibid).  As  opposed  to  the  state  duty,  the  responsibility  to  respect  is  not  a  legal  duty  imposed  on 
 companies,  it  does  however,  applies  to  all  companies,  everywhere  (Ibid).  To  meet  their 
 responsibility, a human rights due diligence (DD4) process is proposed as a means for companies to 
 become “…  aware  of  and  address  the  human  rights  harm  they  cause”  (Ruggie,  2010).  A  DD 
 process will differ across sector and size of companies but should, according to Ruggie, contain at 
 least  the  following  four  elements:  1)  Human  Rights  Policy,  2)  Assessing  Impacts,  3)  Integration, 
 and  4)  Tracking  Performance.  A  human  rights  DD  is  the  process  through  which  a  company  can 
 achieve  and  demonstrate  its  results  in  respecting  human  rights,  and  it  is  vital  that  the  company 
 recognizes  that  as  opposed  to  a  financial  or  technical  DD  process,  human  rights  DD  imply  more 
 than assessing the risks to the company – it requires assessing the risks to people. The DD process 
 will be elaborated in Section 3 on the theoretical framework.    


      


4 A list of abbreviations and acronyms are presented as part of the Bibliography (Section 7) 



(10)Pillar 3: Access to Remedies 


As  part  of  their  duty  to  protect  against  business  related  human  rights  abuses,  States  must  take 
 appropriate  steps  in  ensuring  that  when  abuses  occur  within  their  territory  or  jurisdiction,  the 
 affected parties have access to effective remedy. This can occur through both a judicial mechanism 
 and a non-judicial grievance mechanism (Human Rights Council, 2011). The non-judicial grievance 
 mechanism  has  the  advantage  of  offering  benefits  in  terms  of  speed  of  access  and  remediation, 
 reduced costs and transnational reach, which the judicial mechanism will not be able to meet (Ibid). 


Access to remedy also applies to companies in terms of installing a grievance mechanism. This is 
emphasised in order for the company to be able to set things right when an abuse has occurred, and 
further the mechanism can serve as an early warning system of critical areas before they evolve. It 
is therefore also an important means for gathering valuable information about the company. Finally, 
a  grievance  mechanism  provide  both  individuals  and  the  company  with  a  reference  point,  where 
issues and concerns can be freely discussed and solved, rather than having to wait until the situation 
blow fires and drastically needs actions (Business and Human Rights Initiatives, 2010). 



(11)
2  Methodology 


2.1  Theory of Science 


This thesis’ general research approach is based on the theoretical discipline of critical realism (CR) 
 (Bhaskar et al., 1998). CR is in much of the literature perceived as a ‘third way’ between positivism 
 and  hermeneutics  as  it  contains  philosophical  aspects  regarding  the  external,  objective  nature  of 
 aspects in society, yet also recognizes that people (or companies) are not objects to be studied in the 
 style  of  natural  science  (Bhaskar  et  al.,  1998).  CR “recognises  the  importance  of  understanding 
 people’s socially constructed interpretations and meaning, or subjective reality within the context 
 of seeking to understand broader social forces, structures or processes that influence, and perhaps 
 constrain, the nature of people’s views and behaviours” (Saunders, 2003; 85).  


The focal point for this thesis is human rights, an area that can be traced back to early civilization 
 and is referred to in various ancient documents such as the Bible, the Natural Law of the Roman 
 Empire, the English Bill of Rights (1689), and the French Declaration on the Rights of Man and 
 Citizen  (1789)  to  name  a  few.  Human  rights  were  formalized  in  the  UDHR  in  1948.  However, 
 although human rights have today become law, they are, in a corporate context, often an integrated 
 part of CSR, which must be deemed a social construct. However, regardless of how any company 
 choose  to  integrate  CSR,  and  regardless  of  how  I,  as  a  researcher  interpret  the  implications  for 
 companies’  work  with  human  rights,  the  law  is  still  binding.  The  perspective  of  CR  is  therefore 
 relevant  as  it  allows  the  research  to  recognize  the  objective  existence  of  an  object,  however, 
 emphasise that interpretation is necessary in order to gain deeper insight into its different layers and 
 backgrounds. “In the social sciences and in the study of business and management this can be seen 
 as indicating that there are large-scale social forces and processes that affect people without their 
 necessarily being aware of the existence of such influences on their interpretation and behaviours. 


Social  objects  or  phenomena  that  are  external  to,  or  independent  of,  individuals  will  therefore 
 affect the way in which these people perceive their world (Saunders et al., 2003; 84-85).  


2.2  Research Approach 


The applied research approach is deduction, as it allows me to investigate the theories, the context 
and  the  behaviour  of  Danish  companies  based  on  which,  their  expected  embracing  of  the  UN 



(12)Framework can be presented. In seeking to answer the research question much reasoning is based in 
 the  theoretical  foundation,  especially  the  institutional  theory  regarding  isomorphic  mechanisms 
 (DiMaggio & Powell, 1983). As a theoretical framework is presented, and guides the processing of 
 the empirical data throughout the thesis, the deductive reasoning will, given the analysis is valid and 
 the premises are true, be predictive of how Danish companies will embrace the UN Framework on 
 businesses and human rights (Blumberg et al., 2005; Saunders et al., 2003).  


2.3  Research Strategy 


This thesis primarily follows an exploratory research strategy as I seek to investigate how Danish 
 companies  are  currently  working  with  human  rights  and how  their  approaches  cohere  with  the 
 institutional environment in which they operate. This constitutes the first two parts of the analysis. 


In the third and final part, I wish to assess the effect of the institutional environment on the selected 
 interviewed  companies,  which  implies  an  explanatory  approach.  The  interview  guide  and  the 
 analysis are both framed in order to explain how and why Danish companies define their work with 
 human rights, how it is influenced, why the companies respond to the institutional pressures as they 
 do,  and  ultimately,  in  the  light  of  the  UN  Framework  how  they  intend  to  implement  it.  The 
 inclusion  of  an  explanatory  approach  enables  the  research  and  analysis  to  establish  causal 
 relationships between variables (Saunders et al., 2003), i.e. in this context I wish to determine the 
 causal mechanisms of the institutional field and the companies’ human rights response.  


2.4  Empirical Data Collection 


The  exploratory  focus  of  the  thesis  is  supported  by  the  use  of  a  multi-method  approach.  This 
 implies a use of mixed research strategies – in this case the use of interviews, reports, and survey of 
 both  qualitative  and  quantitative  nature.  The  advantages  of  this  multi-method  approach  are  that 
 different  methods  can  be  used  for  different  purposes  in  a  study,  and  that  it  enables  triangulation, 
 which  is  the  use  of  different  data  collection  methods  to  ensure  a  more  adequate  and  reliable 
 interpretation of data (Ibid). 


The primary qualitative data set is composed by two groups of interviews. The first is composed by 
explorative  interviews  with  Amnesty  International  and  The  Danish  Confederation  of  Danish 
Industries  (DI),  which  served  to  supplement  the  analysis  of  the  institutional  environment.  The 
second  group  was  explanatory  interviews  with  four  selected  companies,  which  provide  a  deeper 



(13)understanding  of  the  considerations  and  influences  behind  their  human  rights  approach,  and 
 broaden the focus to include potential other factors as contributing to the specific focus on human 
 rights.  The  interview  guides  and  strategies  will  be  elaborated  below.  A  quantitative  survey  of  a 
 selected  sample  of  Danish  companies’  human  rights  reporting  (cf.  section  4.1)  gives  a 
 representative  picture  of  the  current  reporting  practices  and  approaches  to  human  rights.  This 
 dataset enables the analysis to generalize and provide a clear tendency on how Danish companies 
 explicitly claim and express their human rights responsibilities. Table 1 presents the various types 
 of data used to answer the research question.  


Table 1 - Overview of type of data applied in the research 


Primary data  Secondary data 
 Qualitative data  Interviews  


  Institutional Analysis 


  Corporate Response 


UN Framework 
 Theory  


Reports  
 Quantitative 


data 


—  Annual reports on CSR 


  Analysis of Companies 


2.4.1  Sample Strategy 


The quantitative analysis of the current human rights approach is based on a sample from Neergaard 


&  Pedersen’  survey  on  CSR  reporting  (2010). Neergaard  &  Pedersen  conducted  a  quantitative 
 survey of 142 randomly selected companies’ CSR reporting in April and May 2010 to investigate 
 the impact of the legal requirement to report on CSR after its first year in practice. In 2011 a similar 
 study  was  made  but  with  a  focus  on  tracking  the  changes  and  improvements  of  the  reporting 
 practices of Danish companies, after the legal requirement’s second year in practice (Neergaard & 


Pedersen, 2011). In order to ensure this longitudinal study, the report is based on the same sample 
 of companies as in 2010.  


I will begin by presenting the sampling method used by Neergaard & Pedersen (2011). The sample 
 constitutes  10%  of  large  Danish  companies  in  accounting  class  C  (large  companies,  cf.  specific 
 details  in  section  4.1.1)  and  D  (listed  companies).  Through  a  systematic  selection  method,  every 
 fifth  company  from  the  gross  lists  of  the  Danish  Commerce  and  Companies  Agency’s  list  of 
 accounting  class  C  and  D  companies  was  chosen,  without  consideration  to  the  companies’ 


characteristics (Neergaard & Pedersen, 2010). In this way a sample of 142 companies was reached. 



(14)In  cases  of  half-yearly  reporting  where  the  report  for  2009/2010  was  not  published  yet,  the 
 preceding  company  on  the  list  was  chosen.  Similarly,  if  the  2009  report  was  missing,  the 
 subsequent company was chosen (Ibid).  


For the 2011 report the same sample was applied in order to track the changes and improvements, 
 however in the preceding year, five companies dissolved, and another no longer falls under the legal 
 requirement due to a decline in its turnover. The total population of the 2011 survey is therefore, 
 136  companies  (Neergaard  &  Pedersen,  2011).  Out  of  these,  119  companies  live  up  to  the 
 requirement  of  reporting  on  CSR  but  15  of  these  report  that  they  do  not  work  with  CSR.  Of  the 
 remaining  104  companies,  74  had  policies  on  CSR,  and  out  of  these  31  had  policies  regarding 
 human  rights.  These  thirty-one  companies  compose  the  sample  for  the  second  part  of  this  thesis’ 


analysis – the quantitative analysis of the companies’ current human rights approach.  


Figure 2: Derivation of sample of companies reporting on human rights policies 


Human  rights  will  in  this  thesis  be  defined  in  terms  of  human  rights and labour  rights,  but  the 
companies in the sample has only been chosen based on their human rights policies and not policies 
concerning labour rights. This delimitation was made due to the limited scope of the thesis but also 
to ensure that the included companies actually also include a human rights commitment, and are not 
merely focusing on social conditions in their work environment.   



(15)2.4.2  Interview Strategy 


As mentioned above the interview with Amnesty and DI primarily served an explorative purpose in 
 order to gain insight into the institutional environment. Amnesty was chosen due to it status as an 
 influential NGO focusing on human rights, and could therefore provide the more critical aspects on 
 the current corporate approach to human rights. DI provided the business angle on human rights. As 
 a strong industry organisation DI also guides and assists companies on CSR issues – among these 
 human rights. DI was therefore useful in highlighting the challenges and concerns businesses have 
 regarding  human  rights.  The  interviews  were  semi-structured  and  allowed  for  additional 
 information to reveal. The interview guide5 was structured according to three main themes: Danish 
 companies and human rights; the UN Framework in a Danish context; and external factors affecting 
 the corporate interpretation of human rights. As the interviews reveal respectively Amnesty’s and 
 DI’s perception of the current approach to human rights and their expectations to the framework, 
 the specific outcome of the interview was not predictable, it was therefore important to allow for the 
 respondent to speak freely and go beyond the questions.  


The four company interviews served a more explanatory purpose as they were intended to reveal 
 the internal considerations behind their human rights approach and their responsiveness to external 
 factors.  The  four  companies  were  chosen  from  the  reporting  sample,  and  selected  based  on  the 
 extent  of  their  report.  This  was  in  order  to  ensure  that  the  companies  actually  have  been  or  are 
 thinking in terms of human rights, and as such would be able to provide input to the research. As it 
 is  most  likely  that  all  company  initiatives  are  not  reported,  the  interviews  were  also  a  means  of 
 getting a full picture of the companies in terms of which challenges they face, how they manage and 
 prioritize among these etc. The first line of questions therefore centres on their approach to human 
 rights:  how  it  is  anchored  in  the  organisation;  how  it  is  interpreted  and  relevant  in  their  specific 
 context; how much they know about etc. This was followed by a series of questions concerning the 
 external environment, i.e. the impact of the legal requirement to report on CSR; their relationship 
 with  stakeholders;  the  use  of  external  standards  and  frameworks;  and  the  acquaintance  with,  and 
 expectations to the UN framework6.  
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6 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in 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(16)2.5  Delimitation  


Due to the novelty of the UN Framework, a wide range of issues would be relevant to look into. 


However, this thesis delimits itself to focus on how the UN Framework will be embraced by Danish 
 companies. This does not imply how the companies will organize for human rights DD process or a 
 road  test  of  conducting  the  DD.  Rather  it  implies  an  investigation  into  the  current  human  rights 
 approach  –  how  human  rights  are  conceptualized,  approached,  and  emphasized  –  and  the 
 institutional  mechanisms  affecting  and  encouraging  this.  The  primary  focus  of  this  thesis  is 
 therefore the second pillar of the UN Framework. The first and third pillar will only be addressed in 
 terms  of  the  institutional  environment.  The  institutional  analysis  will  further  only  centre  on  the 
 institutional pressures relevant for human rights.  


Human rights is a broad issue, which can have an influence on, and be influenced by all corporate 
activities,  and  CSR  issues  such  as  bribery/corruption,  environment,  climate,  partnerships  etc.  As 
will also be outlined in Section 3.1.1, human rights in this thesis are conceptualized as labour rights, 
i.e.  fair  and  equal  working  conditions,  freedom  to  organize,  freedom  from  discrimination,  a  safe 
working environment etc. 



(17)
3  Theoretical Framework 


The corporate responsibility to respect means to act with DD to avoid infringing on the rights of 
 other (Ruggie, 2010), this implies that the UN framework calls for a more systematic approach to 
 human rights for fulfilling the responsibility. As it is described by the Business and Human Rights 
 Initiative (2010; 43), “In short ‘respect’ is the intended result, and human rights due diligence is 
 the process by which to achieve and demonstrate the results”. Thus, in order to analyse how the UN 
 Framework  will  be  received  in  a  Danish  context  the  theoretical  framework  will  take  point  of 
 departure in the four steps of the DD process: Human rights policy; assessing impacts; integration; 


and  tracking  performance  (Ruggie,  2010).  These  will  be  combined  with  four  steps  outlined  by 
 Mamic  (2005)  in  his  study  on  global  supply  chain  management.  The  study  conducted  in  the 
 footwear, apparel and retail sectors, assesses the management systems for implementing a Code of 
 Conduct  (CoC).  The  combination  of  Ruggie  (2010)  and  Mamic  (2005)  therefore  enables  a 
 framework, which is rooted in the UN framework and the human rights DD process and combined 
 with  the  necessary  managerial  steps  for  general  corporate  management  of  implementation,  which 
 will be relevant when assessing the current state of human rights in Danish companies.  


Similar  to  Ruggie’s  DD  process,  Mamic  (2005)  presents  four  steps  to  ensure  efficient 
 implementation  and  management  of  a  CoC:  1)  Creating  a  shared  vision,  2)  developing 
 understanding and ability, 3) implementing code in the organization, 4) feedback, improvement and 
 remediation. I will combine these four steps with the four steps of the DD process, and add relevant 
 literature  in  the  fields  of  CSR    (Carroll,  1991),  stakeholder  management  (Freeman,  1984), 
 contingency  theory  (Galbraith,  1973),  resource-based  theory  (Barney,  1991),  communication 
 (Morsing  &  Schultz,  2006)  and  reporting  (Hess,  2007),  which  will  provide  the  theoretical 
 framework  for  this  thesis.  However,  the  second  step  in  each  of  the  respective  models  differs  in 
 scope, and I have thus deemed it necessary to split this step into two. This implies that Assessing 
 impacts  (Ruggie)  and Creating  an  understanding (Mamic)  will  be  applied  as  respectively 2) 
 Prioritize and 3)  Capacity  Building.  Table  2  presents  the  theoretical  framework;  the  title  of  each 
 step  (i.e.  Setting  the  Tone,  Prioritize,  Building  Capacity,  Walking  the  Talk,  and  Knowing  and 
 Showing)  is  derived  from  the  Business  &  Human  Rights  Initiative’s  DD  guiding  tool  (2010). 


Except for Step 2 (Prioritize) and Step 3 (Capacity Building), which I have named after splitting the 
second step in two.   



(18)Table  2  -  Theoretical  Framework,  composed  by  five  steps,  derived  from  Ruggie’s  DD  process  and  Mamic’s  study  on 
 management systems for ensuring implementation of a Code of Conduct. Two new steps are added (Prioritize and Building 
 Capacity)  in  order  to  clarify  the  difference  between  assessing  impacts  and  risks,  and  building  capacity  throughout  the 
 organization. Each step has further been combined with relevant literature, which will guide the process. (Own construction).  


Ruggie (2010)  Mamic (2005)  Supporting theory 
 1. Setting the 


Tone 


Human rights 
 policy 


Creating a shared vision  CSR (Carroll) 


Stakeholder theory (Freeman) 
 2. Prioritize  Assessing impacts  Contingency theory (Galbraith, 


Husted) 
 3. Building 


Capacity 


Developing 


understanding and ability 


RBV (Barney) 


4. Walking the 
 Talk 


Integration  Integrating the CoC into 
 operations 


5. Knowing and 
 Showing 


Tracking 
 performance 


Feedback, improvements 
 and remediation 


Social disclosure (Hess) 


CSR communication (Morsing & 


Schultz) 


3.1.1  Step 1: Setting the Tone 


The  first  key  step  is  to  develop  a  statement  or  policy  (Ruggie,  2010).  This  should  clearly 
 communicate the company’s commitment to all stakeholders (Business & Human Rights Initiative, 
 2010). It should also be considered how the policy should be implemented in the organisation: if it 
 should  be  part  of  the  company’s  mission  or  value  statement,  a  stand-alone  policy  or  part  of  the 
 CSR/sustainability  policy.  As  human  rights  has  become  an  integrated  element  of  CSR,  the 
 company’s  perception  and  interpretation  of  CSR  is  important  in  order  to  assess  the 
 conceptualization of the human rights policy. 


Conceptualizing Human Rights 


In  order  to  place  the  UN  Framework  within  the  CSR  paradigm,  an  initial  introduction  and 
 conceptualization of CSR is necessary. From the CSR literature three views are often presented as 
 the classical approaches to CSR: the economic (Friedman 1970); the philanthropic (Carroll 1991); 


and  the  stakeholder  perspective  (Freeman,  1984)  (Ellerup  and  Thomsen,  2006).  One  of  the  most 
established  and  accepted  models  of  CSR  is  that  of  Carroll  (Crane  &  Matten,  2007),  according  to 



(19)which CSR is “to make a profit, obey the law, be ethical, and be a good corporate citizen” (Carroll, 
 1991; 48).  


In his Pyramid of Corporate Social Responsibility (1991), Carroll identified four responsibilities – 
 economic,  legal,  ethical  and  philanthropic  –  of  companies,  implying  that  CSR  goes  beyond  the 
 economic and legal obligations the companies are required to meet. Yet, it also states that these are 
 a  prerequisite  for  companies’  social  responsibility  –  expressed  as  the  ethical  and  philanthropic 
 responsibilities  (Roepstorff,  2010).  The  distinction  between  these  latter  two  is  that  the  ethical 
 responsibility encompasses those standards and norms that stakeholders regard as fair, just and even 
 but which are not enforced through legislation. Thus, this is what he refers to as the expectations of 
 society. As the title reveals, the philanthropic responsibility is a voluntary action where companies 
 go beyond what is expected and respond to the desires of stakeholders (Carroll, 1991). In terms of 
 the UN Framework, it is emphasized that the corporate responsibility is to respect human rights, not 
 fulfil or promote, i.e. the framework provides a baseline for the expected business conduct in terms 
 of human rights. It does not require that companies go beyond these expectations, neither are there 
 any legal sanctions if companies fail to comply. The UN framework targets the behaviour expected 
 of companies by stakeholders, and as thus falls into Carroll’s ethical responsibility.  


Milton Friedman (1970) argued that the only responsibility of businesses is to act in the interest of 
 shareholders and generate a profit. Corporations cannot have moral responsibilities, as they are not 
 human beings, it is therefore the individuals in the organization that are individually responsible for 
 the actions of the corporation (Friedman 1970). This is exactly the gap the UN Framework’s second 
 pillar  addresses,  namely  that  companies  too  bear  a  moral  responsibility.  The  UN  Framework  do 
 however  recognize  that  governments  are  generally  best  equipped  to  make  the  difficult  balancing 
 decisions required to reconcile different societal needs, which explains the state duty to respect.  


Engaging Stakeholders 


The stakeholder approach was brought forward by Freeman (1984), who argued that companies are 
not  simply  managed  in  the  interest  of  their  shareholders  but  that  several  other  groups  have  a 
legitimate interest in the corporation (Crane and Matten, 2007). A company is thus part of a wider 
net of stakeholders who all exercise some kind of influence on the company. To ensure a relevant 
and efficient human rights policy, it is therefore crucial to consult relevant stakeholders and ensure 



(20)that  their  respective  rights  are  addressed,  and  to  determine  stakeholder  expectations  from 
 stakeholder desires (cf. Carroll). For the company it is critical to determine who its stakeholders are 
 in order to be able to mitigate the risk of violating their rights.   


Mamic’s first step, creating a shared vision, entails the process of demonstrating a commitment and 
 an  overall  aim  of  the  CoC,  much  similar  to  formulating  a  human  rights  policy.  Stakeholder 
 consultations and involvement – especially of suppliers or contractors who will have to carry out 
 the standards – is central to this development. Stakeholder involvement is emphasised as a means to 
 facilitate problem-solving and consensus building (Freeman, 1984), and interested stakeholders play 
 an  active  role  in  setting  the  norms,  and  should  therefore  be  consulted  to  determine  their 
 expectations and how companies can meet those.  


Defining Human Rights 


Human rights is not an isolated part of CSR, and will most likely influence varies issues such as 
 working  conditions,  community  relations,  corruption,  and  environmental  considerations  etc. 


(Buhmann et al. 2011). Ruggie (2010) emphasizes that no rights should be judged as inferior prior 
to  an  impact  assessment,  however,  for  the  context  of  this  thesis,  human  rights  will  be  defined  as 
human rights and labour rights. The reasoning behind is rooted in the close connection between the 
two. The UDHR are often categorised into civil and political rights – including the protection of life 
and freedom from bodily harm, non-discrimination, personal freedom and legal and political rights 
(Leisinger,  2006)  –  and economic,  social  and  cultural  rights –  such  as  the  right  to  an  adequate 
standard  of  living  ensuring  health  and  well-being  for  a  family,  labour  rights  and  the  right  to 
education (Ibid.). As can be seen from this categorisation the UDHR does not make a distinction 
between labour and human rights. In the UN Global Compact (UNGC) human and labour rights are 
treated  as  separated  entities,  however,  this  separation  is  often  difficult  to  make,  as  the  two  are 
highly interrelated. Labour rights are basically human rights applied to the work place. Thus, in this 
thesis human rights are defined as including the four principles of labour rights from the UNGC: the 
freedom  of  association  and  the  effective  recognition  of  the  right  to  collective  bargaining;  the 
elimination  of  all  forms  of  forced  and  compulsory  labour;  the  effective  abolition  of  child  labour; 



(21)and the elimination of discrimination in employment and occupation7, as well as general working 
 conditions (hours, wages, safety).  


Sum-up Step 1 


This  initial  step  of  ‘Setting  the  Tone’  entails  that  prior  to  anything  else,  companies  have  to 
 recognize  the  responsibility  they  carry  beyond  creating  a  profit  for  shareholders,  and  in  terms  of 
 having a baseline of expected behaviour. The conceptualisation of CSR – and human rights – and in 
 particularly  stakeholder  involvement  is  therefore  vital  in  this  phase.  Companies  undoubtedly 
 already have many existing polices addressing human rights e.g. hiring schemes, health & safety, 
 product safety etc., this initial step will therefore, in most cases not mean a complete overhaul of 
 systems but rather an assessment and systematisation of existing policies (Ruggie, 2010). Framing 
 the policy after internationally recognized frameworks or standards is not only useful in ensuring 
 nothing  is  left  out  but  also  recommended  as  a  good  place  for  inexperienced  companies  to  start 
 (Mamic, 2005). For the company it is about making a commitment to human rights and explicating 
 this.  This  is  crucial  for  the  following  steps  where  the  policy  is  further  specified  and  actions  for 
 executing it are designed.  


3.1.2  Step 2: Prioritize 


The  second  step  in  the  human  rights  DD  process  is  about  assessing  impacts,  which  means  to 
 identify the business areas where the company have an impact on human rights (Business & Human 
 Rights  Initiative,  2010).  The  framework  is  very  explicit  about  not  deeming  any  human  rights  as 
 inferior  prior  to  a  risk  assessment  but  to  identify  the  risk  areas  and  prioritize  actions  to  mitigate 
 these.  


Contingency 


A contingent approach to the human rights impact is valuable in order to direct the corporate efforts 
 and  actions  in  the  relevant  direction.  This  perspective  recognizes  the  internal  and  external 
 contingency factors that influence formal organizational structures and strategies (Pertusa-Otega et 
 al.,  2010;  Husted,  2000),  and  argues  that  there  is  no  best  way  to  organise  and  that  any  way  of 
 organising is not equally effective under all conditions (Galbraith, 1973). The logic of the theory is 
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(22)in  finding  the  ‘fit’  between  organizational  process  and  the  characteristics  of  the  situation.  In 
 determining the extent of companies’ responsibility, previous proposals have centred on variables 
 such as company size, degree of influence or proximity to the human rights abuse. However the UN 
 Framework  has  changed  the  focus  from  ‘sphere  of  influence’  to  a  focus  on  ‘sphere  of  impact’, 
 arguing  that  a  company’s  responsibility  is  valid  whenever  its  activities  have  a  potential  or  actual 
 impact on human rights, which can occur either directly through their own activities or indirectly 
 through its relationships. It is thus not a question of economic and/or financial influence in a local 
 context that is of concern but the effects arising from the business activities. Ruggie (2009) outlines 
 three  factors  determining  the  scope  of  the  responsibility  to  respect  human  rights:  the  company’s 
 own  activities;  the  company’s  relationships  (with  e.g.  suppliers,  contractors,  customers, 
 governments); and the country and local context of operation (and its social, economic, and political 
 factors) (Ibid.).  


It  might  be  useful  to  add  a  few  extra  perspectives  on  these  to  clarify  and  highlight  the  risk 
 situations,  but  also  to  emphasise  that  companies  will  not  be  held  accountable  for  everything, 
 especially when it is outside of their impact. In terms of the first area mentioned by Ruggie (2009) – 
 the  companies’  own  activities  –  this  obviously  include  its  industry.  The  risk  associated  with  the 
 industry  should  be  thoroughly  assessed.  For  the  companies’  relationships,  and  how  these  might 
 affect human rights impact, I will elaborate on the supplier relationship. Recent media coverage has 
 revealed  how  large  companies  are  cleaning  up  in  their  supplier  base  to  reduce  the  number,  e.g. 


apparel  producers  have  approximately  350  suppliers,  and  more  than  25.000  sub-suppliers8.  This 
 obviously  raises  the  issue  of  control  but  also  of  the  level  of  influence.  The  bargaining  power  of 
 companies towards suppliers is dependent on the buyer volume (Porter, 1980); it can therefore be 
 useful to concentrate supply to a few suppliers in order to achieve greater influence and control. As 
 the  companies  unravel  their  impacts  on  human  rights,  they  also  have  to  set  out  priorities  for 
 mitigating  the  risks,  and  the  effect  of  their  actions  will  be  dependent  on  the  influence  level  they 
 have.  Thus,  in  terms  of  relationships,  companies  should  pay  attention  to  their  supplier  base,  its 
 dispersion, and the company’s ability to positively influence their conduct. The cultural context of 
 the suppliers is also an influential factor to assess. It is coherent with the country and local context 
 of operation, and its inherent social, political and economic factors. Cultural differences in terms of 
 ethics, norms, quality, reliability, practices etc. can be critical factors to approach. A study by Oke 
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(23)et al. (2009) on the contingent factors for sourcing from developing countries highlighted cultural 
 proximity  as  a  benefit  in  terms  of  facilitating  the  process  and  the  overall  communication.  Thus, 
 companies with suppliers in a distinctly different cultural setting must carefully consider these – as 
 well  as  how  potential  complicit  issues  should  be  addressed.  As  such  a  company  operating  in  the 
 service  industry  in  Denmark  will  have  distinctly  different  human  rights  impacts  than  a  company 
 working with e.g. chemicals in a high-risk country, (identified as countries where the government is 
 unable  or  unwilling  to  properly  enforce  the  law  and  its  human  rights  duties,  Business  &  Human 
 Rights Initiative, 2010).  


Sum-up Step 2 


Assessing  impacts  –  or prioritize  –  is  the  determination  of  the  human  rights  responsibility. 


Companies cannot be responsible for all human rights violations, but should thoroughly assess the 
 contingent factors: its activities and industry; its supplier relations; and the context of its operations, 
 to ensure that the risk areas will be addressed by the policy. The impact assessment is crucial as a 
 means  between  creating  the  human  rights  policy  and  setting  up  the  appropriate  systems  for 
 complying with this. Thus, the knowledge gained in this process is valuable and necessary in order 
 to operationalise the company’s human rights engagement. 


3.1.3  Step 3: Capacity Building  


Resting  on  Mamic’s  second  step,  developing  understanding  and  ability,  this  phase  is  about 
 disseminating awareness, understanding and implications of the human rights policy to all relevant 
 internal  and  external  stakeholders.  It  is  thus  about  building  internal  capacity  through 
 communication  and  training of  the  relevant  parties  (Mamic,  2005).  Besides  merely  disseminating 
 the content and principles of the policy, the implicated parties should also gain an understanding of 
 why the issue is being addressed, what the implementation will mean for the specific employee, and 
 how senior management has committed to it.  


This step therefore encompasses the importance of building capabilities and knowledge throughout 
the company in order for the policy implementation to be efficient and effective (Ibid.). Due to this 
focus  on  companies’  capabilities  for  taking  on  a  more  systematic  approach  to  their  work  with 
human  rights,  it  is  relevant  to  introduce  the  resource-based  view  (RBV)  of  the  firm  (Wernerfelt 
1984;  Penrose  1959;  Barney  1991).  This  theoretical  field  will  be  used  to  gain  knowledge  on  the 



(24)approach of the Danish companies’ capacity to disseminate practices for respecting human rights. 


As the new UN Framework on businesses and human rights is still relatively untested territory for 
 many  firms,  a  crucial  step  in  the  process  of  adopting  the  framework,  is  to  dedicate  resources  to 
 training  and  knowledge-advancement  in  the  company  policies  and  procedures.  RBV  provides  an 
 internal  analysis  of  the  firm  examining  the  link  between  internal  resources  and  performance.  To 
 better grasp the idea behind RBV it is important to define the concept of resources. For the purpose 
 of this thesis, resources are classified in two categories: human capital resources (Becker, 1964) and 
 organizational  capital  resources  (Tomer,  1987).  Human  capital  resources  include  the  training, 
 experience,  judgement,  intelligence,  relationships  and  insight  of  individual  managers  and 
 employees.  Organizational  capital  resources  include  the  formal  reporting  structure,  formal  and 
 informal planning as well as informal relations among groups within a firm, and between a firm and 
 those in its environment (Barney, 1991). For a resource to lead to sustained competitive advantage – 
 be that in terms of profit or a thorough integration of the UN Framework – it is necessary to act and 
 use the resource in a rare and valuable manner. This is what is referred to as capabilities (Barney, 
 1991; Teece et al., 1997). These are a kind of resource behind the resource, and it is the capability 
 to  combine  resources  that  is  valuable.  Capabilities  are  not  easily  acquired  and  are  extremely 
 complex, as their primary purpose is to enhance the productivity of the other resources (Makadok, 
 2001). RBV is linked to creating sustainable competitive advantage, yet the theory is applicable to 
 any internal assessment of a firm, and especially in this context where focus is on building capacity 
 – i.e. capabilities – to manage for the new emphasis on corporations’ human rights responsibilities.  


Sum-up Step 3 


Building capacity and ensure training and communication throughout the company on a continuous 
basis,  ensure  that  a  new  policy  is  disseminated  to  all  relevant  parties.  It  further  ensures  that  all 
relevant parties have the sufficient knowledge and capabilities to act in accordance with the human 
rights policy. The issue of capacity is important to include in the analysis of how the companies will 
embrace the framework as it is composed by the human and organizational capital resources and 
thereby constitutes the internal capabilities of Danish companies’ response to and enactment of the 
framework.  



(25)3.1.4  Step 4: Walking the Talk 


This is the actual implementation step, where the human rights policy and its priority areas are put 
 into  practice.  This  is  ultimately  about  assigning  responsibility  and  resources  to  the  different 
 business operation and functions, and setting up relevant systems for compliance.  


Assigning  responsibility  to  a  specific  person  or  department  and  have  them  drive  it  through  the 
 organization is highlighted can be an initial starting point for a full corporate integration (Business 


&  Human  Rights  Initiative,  2010).  Mamic  (2005)  on  the  other  hand  focuses  more  on  assigning 
 responsibility to the various job functions. As Mamic’s study is conducted on MNEs with a wide 
 supplier base, integration is assessed in terms of a centralized or decentralized approach, and how 
 the CoC can be most efficiently implemented across an organization and its suppliers. In this regard 
 it becomes evident that in terms of the company-supplier relationship, the integration and decision-
 making regarding this, is driven by the MNEs.  


Although  there  might  be  some  overlaps  between  capacity  building  and  integration  in  terms  of 
 dissemination, the difference lie in disseminating knowledge and training – i.e. capabilities – and 
 disseminating  the  actual  policy  and  systems  for  this.  The  capabilities  from  above  are  therefore  a 
 necessary  prerequisite  for  disseminating  the  policy  and  having  people  adhering,  complying  and 
 executing  it.  Coherent  with  the  contingency  argument  above,  Mamic  reveals  some  features  upon 
 which  the  appropriate  structure  is  contingent:  size  of  company;  existing  reporting  arrangements; 


budgets; organizational structure; and history and culture of the company (Mamic, 2005). 


Sum-up Step 4 


The integration step is about operationalising and putting the policy into practice. This should be 
 approached with considerations to how responsibility should be assigned and how the policies are 
 translated  into  actions.  The  organizational  structure  of  responsibility  is  highly  context  dependent 
 and can be assessed in terms of Mamic’s factors such as size, structure and culture of the company. 


Creating a company culture that adheres to this new policy also involves a consideration of aspects 
 such  as  recruitment  and  hiring  practices  and,  incentive  and  appraisal  systems  in  order  to  ensure 
 compliance through all functions – regardless of their individual risk level (Ruggie, 2010). 


  



(26)3.1.5  Step 5: Knowing and Showing 


Finally, in order to account for how the companies address their human rights impacts, they should 
 be  prepared  to  communicate  this  externally.  This  is  especially  evident  for  companies  whose 
 operations or operating contexts pose risks to human rights, and it is recommended that they report 
 formally  on  how  the  risks  are  addressed  (Human  Rights  Council,  2011).  It  is  therefore  useful  to 
 revisit  the  impact  assessment  in  determining  what  to  report,  as  it  highlights  the  highest  risks  on 
 human  rights,  which  will  most  likely  be  the  area  of  greatest  interest  to  various  stakeholders 
 (Business  &  Human  Rights  Initiative,  2010).    Internally,  compliance  and  monitoring  of 
 performance in relation to the policy are critical for its functioning and effect. Without a proper data 
 collection system the company will not be able to discover and act upon non-compliance incidents 
 (Mamic, 2005).  


Considerations should also be paid to how the collected information should be reported. Morsing & 


Schultz (2006) distinguish between three CSR communications strategies: stakeholder information; 


stakeholder response; and stakeholder involvement. As the titles imply the three strategies differ in 
 terms  of  stakeholder  relations  and  the  issues  of  sense-giving  and  sense-making  –  referring  to  the 
 extent  of  stakeholder  involvement.  Non-financial  reports  are  classified  as  ‘subtle  CSR 
 communication’ that is predominantly designed as a means to ‘give-sense’ to stakeholders, i.e. one-
 way communication, that merely informs and convince its audience about the corporate legitimacy 
 (Morsing & Schultz, 2006). It raises the issue that in deciding which CSR issues to communicate, 
 managers can become ‘self-seduced’ and ‘self-absorbed’ (Christensen & Cheney, 2000, in Morsing 


& Schultz, 2006), implying that they publish the information they find important and which they 
 take pride in.  


In trying to overcome the inadequacy of information asymmetry Hess (2008) introduced the three 
 pillars  of  social  reporting:  disclosure,  dialogue,  and  development.  To  understand  how  these  three 
 elements  can  influence  and  benefit  each  other  it  is  useful  to  perceive  them  as  interrelated  in  an 


‘action  cycle’  (Owen  et  al.,  2000,  in  Hess,  2008)  where  the  corporation  discloses  information, 
which stakeholders take in and process. Through stakeholder dialogue the corporation identify the 
necessary  changes,  alters  its  behaviour  and  responds  appropriately,  and  disclose  a  new  set  of 
information reflecting the advanced corporate behaviour, which start the process over again (Hess, 
2008).  The  problem  is  however,  that  companies  often  choose  to  engage  in  strategic  disclosure  – 



(27)dissembling  –  by  disclosing  favourable  information  but  hiding  the  unfavourable  information. 


Through references to various studies, Hess shows how widely companies are disclosing favourable 
 (and only favourable) information. A study of social disclosures of US corporations, including all 
 stakeholder communication, found that social reports were second only to press releases in having 
 the highest ratio of favourable to unfavourable social disclosures (Holder-Webb et al. 2007, in Hess, 
 2008). The main argument is that in order for the ‘action cycle’ to function properly, i.e. in order for 
 stakeholders to act upon the social disclosures and in order for the company to advance its moral 
 development, disclosed information should present a true and honest picture of the company. Thus, 
 Hess  (2008)  recommends  mandatory  reporting  and  standardized  indicators,  as  a  means  of 
 overcoming this asymmetry. Mandatory and standardized reporting will make strategic disclosure 
 difficult and will provide a more realistic and encompassing insight into the company’s situation. 


Further, these standardized indicators should be developed based on the needs of the expected users 
 of  the  report  e.g.  investors  or  NGOs,  this  way  companies’  dialogue  with  stakeholder  will  be 
 supported by actual data, rather than “anecdotal accounts of politically motivated claims and public 
 relations counterclaims” (Fung, 2003, in Hess, 2008).  


In much the same vein, the International Integrated Reporting Committee (IIRC) was established in 
 2010  to  create  a  globally  accepted  integrated  reporting  framework  bringing  together  financial, 
 environmental,  social  and  governance  information  in  a  clear,  concise,  consistent  and  comparable 
 format9. As the world has changed significantly – especially in light of a global financial crisis and 
 with a current economic model that is socially and environmentally unsustainable – there is a need 
 for  new  and  more  effective  forms  of  accountability  (IRC,  2011).  As  we  also  saw  above  (Hess, 
 2008),  reporting  influences  behaviour,  integrated  reporting  is  therefore  critical  to “a  meaningful 
 assessment of the long-term viability of the organization’s business model and strategy; meeting the 
 information  needs  of  investors  and  other  stakeholders;  and  ultimately  the  effective  allocation  of 
 scarce  resources” (Ibid;  2).  The  integrated  reporting  framework  is  thus,  an  attempt  to  design  a 
 reporting approach that is able to communicating value in the 21st century (Ibid.).  


In  Mamic’s  study  on  MNEs  it  is  also  acknowledged  that  there  is  an  increasing  pressure  for 
 transparency and for the collected data to be reported, from both internal and external stakeholders. 


As reporting is increasing (see Section 4.1.1), so is the issue of transparency and accountability and 
       


9 www.theiirc.org 



(28)in order to assure this, the information reported should reflect the actual situation of the company in 
 terms of its economic, social, and environmental sustainability, and in particular its risk areas.   


Sum-up Step 5 


To  ensure  compliance  throughout  the  company  functions  and  the  supply  chain,  tracking  and 
 monitoring  performance  is  essential.  It  is  essential  that  the  data  collected  is  representative  of  the 
 risk areas of the company and thus in coherence with the human rights impacts. The performance of 
 a  company  is  not  only  relevant  for  internal  compliance  but  constitutes  an  increasingly  important 
 factor in the external stakeholder dialogue and evaluation of a company. Reporting, and reporting 
 on all relevant aspects – not just the favourable ones – is critical in order to provide a full picture of 
 the  company,  and  it  further  encourages  stakeholder  interaction  and  ultimately  corporate  moral 
 development. It is therefore recommended (Morsing & Schultz, 2006; Hess, 2008; IICR, 2011) to 
 aspire towards a more symmetric information flow between a company and its stakeholder – which 
 will  allow  for  continuous  updating  and  improvement  of  existing  policies  and  systems  (Ruggie, 
 2010).   


This was the presentation and development of the theoretical framework as presented in Table 2. As 
 I  seek  to  explore  how  the  Danish  companies  will  approach  these  five  steps  in  the  light  of  the 
 external  influences  they  are  exposed  to,  I  will  now  present  the  theoretical  foundation  of  the 
 institutional environment. This will be added to the theoretical framework and the final framework 
 will be presented in Figure 3. 


3.2  The Institutional Environment  


To account for the external mechanisms affecting companies’ approach to human rights, the theory 
 of  new  institutionalism  –  and  in  particularly  the  concept  of  isomorphism  (DiMaggio  and  Powell, 
 1983) – will be presented in the following.  


New institutional theory depart from the assumption that institutionalized practices are adopted in 
order for an organization to gain legitimacy in the market place. “Institutionalization involves the 
process by which social processes, obligations, or actualities come to take on a rulelike status in 
social  thought  and  action”  (Meyer  and  Rowan,  1977;  341).  The  main  argument  behind 
institutionalization is that organizations operate in environments where socially constructed rules, 
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