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Opening Declaration by MC, Kim, Chil-Jun, Secretariat General of the NHRCK

Opening Address by Ahn, Kyung-Hwan, Chairperson of the NHRCK

Encouragement Address by Hong, Sun-Keun, President of Money Today

Welcome Address by Nam, Seoung-Woo, Chairperson of UN Global Compact Korea Network
Rearranging the Conference Room

Session 1 sriand Human Rights

14:00-14:40

14:40-15:10

15:10-15:30

Keynote Speech by Amy Domini, CEO of Domini Social Investment
“Ways to Promote Human Rights within Society and Companies through Investment”

Discussion 1: Rights to Work through SRI, Ways to Provide Economic Rights and Practices of NPS(National Pension Fund), the
Largest SRI Investor in Republic of Korea

Panel 1: Lee, Jong-Su, Executive Director of Social Solidarity Bank (CEO of Aon Korea)

Panel 2: Hong, Sung-Ki, Head of Management Strategy, NPS (National Pension Fund)

Break

Session 2 pension Fund Investment and Human Rights

15:30-16:10
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Presentation 1: “Contents and meaning of Human Rights Respecting Disinvestment Strategy of the Norwegian pension Fund”
Andreas Follesdal, Director of Research of Norwegian Center for Human Rights

Discussion 2: Methods to Expand Investment Respecting Human Rights through Domestic Pension Fund's SRI
Panel 1: Lee, Yoon-Kyu, Head of Finance Management KTP (Korea Teachers Pension)
Panel 2: Park, Chang-Kyun, Professor of Business Administration, Chung-Ang University

Break

Session 3 Fund Investments and Human Rights
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Presentation 2: “Status of Human Rights of Korean Corporations and SRI”
Ryu, Young-Jae, Head of Research Center, Korea Sustainability Investing Forum(CEO of SustinVest)

Discussion 3: Sustainability of Corporate and Investment Profits Increased by Human Rights Management
Panel 1: Kim, Young-Jun, Managing Director of Assets Management, NHCA
Panel 2: Koh, Chang-Kook, Director of Corporate Community Relations Team, SK Telecom
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Amy Domini

Personal Information

Name: Amy Domini

Company: Domini Social Investments
Position: Founder and CEO

E-mail: adomini@domini.com

Biography (Career)

Amy Domini is Founder and CEO of Domini Social Investments. She is widely recognized as the leading voice for socially
responsible investing. In 2005, Time magazine named her to the Time 100 list of the world’s most influential people. Also in 2005,
President Clinton honored her at the inaugural meeting of the Clinton Global Initiative helping protect children and the environment.
In 2006, she was awarded a Doctor of Business Administration, honoris causa degree from Northeastern University College of Law.
In 2007, she was awarded a Doctor of Humane Letters, honoris causa by the Berkeley Divinity School at Yale.

Ms. Domini is the author of Socially Responsible Investing: Making a Difference and Making Money (Dearborn Trade, 2001) and The
Challenges of Wealth (Dow Jones Irwin, 1988), and a coauthor of Investing for Good (Harper Collins, 1993), The Social Investment
Almanac (Henry Holt, 1992), and Ethical Investing (Addison-Wesley, 1984). She is a frequent guest commentator on CNBC's
Talking Stocks and various other radio and television shows.

Ms. Domini is a past board member of the Church Pension Fund of the Episcopal Church in America; the National Association of
Community Development Loan Funds, an organization whose members work to create funds for grassroots economic development
loans; and the Interfaith Center on Corporate Responsibility, the major sponsor of shareholder actions. She is a member of the
Boston Security Analysts Society.

Ms. Domini holds a B.A. in international and comparative studies from Boston University, and holds the Chartered Financial Analyst

designation.

Educational Background

1973 - BA, Boston University; International and Comparative Studies with a stress on European History and Economics.

Summary of Presentation

Human Rights: Aligning Your Investments With Your Values

Nowhere is the confluence of values and profits so clear as it is when we seek to find companies that add to the well-being of
humankind through the way that they do business. Companies touch people in so many ways. They employ them, they provide
products for them, they affect the air people breath and the water they drink. There are several broad impacts on human rights that

result from corporate behavior.
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Andreas Follesdal

Personal Information
Name: ANDREAS F@LLESDAL
Company: 1)Norwegian Centre for Human Rights, Faculty of Law
2)University of Oslo.
Position: 1)Director of Research
2)Professor of Political Philosophy

E-mail: andreas.follesdal@nchr.uio.no

Biography (Career)
Follesdal studied psychology, sociology and philosophy at the universities of Oslo, Bergen and Uppsala(Sweden), before obtaining a
Ph.D. in philosophy from Harvard University in 1991 as a Fulbright Fellow. His dissertation concerned the normative significance of

state borders, with advisers John Rawls and T. M. Scanlon, and Amartya K. Sen advising relevant chapters.

He was named a Fulbright New Century Scholar 2002-2003.

Follesdal publishes in the field of political philosophy with a focus on issues of international political theory and Human Rights,
particularly as they arise in the wake of changes in Europe. He has written on distributive justice, federalism, minority rights,
deliberative democracy, subsidiarity and European citizenship, in such journals as Journal of Political Philosophy, Law and
Philosophy, Journal of Peace Research, International Journal on Minority and Group Rights, Metaphilosophy, and Global Society.
He has published books on democracy in the EU, on the welfare state in Europe, animal ethics, and on Consultancy in Europe. He
has also contributed to a broad range of anthologies on the political theory of Europe, and his writings for a general audience have

appeared in Norway, Finland, Iceland, Portugal, The Czech Republic, and China.

Follesdal is Founding Series Editor of Themes in European Governance, Cambridge University Press. He participates in several
European Union research projects, is a regular Visiting Scholar at the Harvard Center for European Studies, and has served on
advisory boards in Norway, Sweden and the United States. He is a member of the Norwegian Pension Fund's Advisory Council on
Ethics, and was a member of the Norwegian Government Biotechnology Advisory Board 1998-2000. During the period 1994-2005
he worked as Research Professor at ARENA, a research program on the Europeanisation of the Nation State. He was Full Professor
at the Department of Philosophy, University of Oslo, 1999-2005.
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Ryu, Youngjae

Personal Information

Name: Ryu, Youngjae

Company: Director of KoSIF Research Center / SUSTINVEST Research & Consultancy
Position: CEO

E-mail: youngjae.ryu@gmail.com

Biography (Career)

CEO, SUSTINVEST Research & Consulting

Research Head, Research Center on Sustainable Investment in KoSIF

Guest Professor, Graduate School of Business Administration at Yong-in University
Former Project Consultant, Hermes Pensions Funds, London, UK

13 Years of experience in the securities industry- Hyundai Securities,

Dongbang Peregrine Securities, and Meritz Securities

Visiting Fellow at Center for Good Corporate Governance

Educational Background
MBA, Ashridge Business School, UK
MA, Political Science and Diplomacy, Hanyang University, South Korea

BA, Political Science and Diplomacy, Hanyang University, South Korea

Article and Activities

Overview of CSR in Korea, KoSIF, 2008

Roadmap of SRI Development for enhancing the standard of CSR in Korea, Korean Parliament (2008)

White Paper of SRI in Korea, KoSIF, 2008-11-20

Study on the Establishment of SRI Index, Korea Labor Institute (2007)

Study on the direction of SRI institutionalization in Korea, Korea Securities Research Institute (2006)

Review on corporate governance in Korea and Development of a framework to identify and address corporate governance issues in
Korean companies, Hermes Pensions Fund (2004)

Translation with member of Net Impact Korea: Socially Responsible Investment, a Global Revolution, Hongsung Sa (2007)
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L 2] A =7E A ARIARS] R SRS} G| o] &g HlEshaL v e g R|shodof
k= A o oo g Zlou, Aol® =7t B w7 d3A7E B85 1 982 & ¢ e 7HA
Trojate 23Rt MY Aok Aol ot At EAoR HapA lE A4S A AL FHol
At Q= A F, dA AR R Z1hE0] o] FRt #E FH(governance gap) ol A HEHA o5
35 9g Zolt” A 71 Fo] A F3foll 7] oJakA] F=E sh= 7Tt 7] e Feje) Akl I
AHSRD= Ao A e A% 223t 839 & FEolvh 2Rt o7} Folxd, AAM Y A 7]
2 7E = 25 84 99 Rowte hE 2382 SFXE ¢ & Aold, ol AR A XA
el Ftz27} obA] K] RA] FRF B AR Al AS e A= aRzbr AL

A= S78 A 27 71E F 2] SRI 9 7199 AR 2B Qi (Corporate Social Responsibility)<
o] {3t T A 7h 2 s M= AL B = vk Euk

4. MM YEXIS M THX] HEt

o4 FAE% 24 716 -§99) SRIE Aol u] 749 AR BE 48 53 gles 7t ofat

19 Miton Fiedman: “The Social Responsbility of Business Is to Inaease Its Profis” in Thomas L, Beauchamp and Noman E,
Bowie (eds.) Ethical Theory in Business (Englewood Cliffs, N, J, : Prentice-Hall 1970)71-83, 153
20 Ruggie, 2007,§82 (5 113%)
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A, BAE g, Bt 5% &3 AU =745 #d8T + Ik dokeE ZFEImmanuel
Kant)vt ofz} F12% o]-Ro)l A Aol A3 A A 7o) A F3t, St 4 9 7] v]

HeH Ao i3k Eufese ofY B oY TYPo r AAHX = A enRE AHX|7)7] g e
= 7HEEo} gt AR, A Hxo) BExbES 2-50I9E Fol RES) kol RApEs
LE0] 2g By ubg o|Flo|gddl Aoy Bl 1696\ 1698 o], H el wol Al 53] 9
(Philadelphia Yearly Meetings of Friendsh= =59 Abdell /) JstA] & A& Fust gk, o)A
o] T A B uf, =Xt Al9] &, o) A 9 72 Bl FEE o Y 9lo| B wsjor §
ik

o2t 28 Aol A= Abe] F9lek 1 g 9le] =57 At Atolo] A3t wEE A AL 5
H, g o] wago] Hojm xpA1e] o) o)) WAYsl= Al o] obde 73] shaL k. o] ek
571t 35 2ula Bojeso) uigo] Hu gl em R 12t A 25 MEe =94 &
71 greolehs vl AV, A Al AR o2 B8k of 2] 7] doll Tofst e AlAR BEARRRE
daix e Eo] Erbe s 4 vk 2t ol2fdt AYshs vldadolehs dukd ujikg o= A=
Wgk 4 e, RE 153 A E HEE FAsHs Alo] obvet ojof gt A0 =] AL glof
& ol £3o] 317 ok,

77 7129 F A4 Aol As &84 718 719 Bl AAR FIsHs ApEH A ke s 7F
Z3h} UN Z2EE IYsEs HEKow o|#gt Jake v gt B2 /g5 0] o) 91 o
£ A3RHAY 9 FF ol 3¢sl7] 913 Feofell Argdte dlolls o olf7t & Aol 2 Fshis
ooz B SRl et a77F 9l Ao Weltk(Vallentin 2003, 119). W& o]f2 % Aul}
AA, et =2 8ol -k, =] siio] FofetA] g ow FR7F 1A AAt S R
I AolRte FoeE & 4 vk 2@ A HIH AR obd ATt 2 8 AFslste] 7]
s, A7lo] AN dFe) XS D& 5 Ak T A=, myE BRe FAE 5 3}425
)31, SEFE 9] 7| QS o] Fofdhud Agso] 91 A= A 4 9l AolH, £3), 7
o] 2§t AlekE I+ AkE(supply chain)oll 2-83brhd 112 2218 7k 0] Fut o] 2’ o],
223k Feofoll AvgetA] & AT 71 RES ol WtA| G F-EA ol o Afol= 2T 5

.|.4

2

21 Q1o Al 1A Bxep 2o 2yt walkslE ) 71A A o] t) 8k A3 A 3 W] 82, Vallentin 2003, 1181925 4, 5) F 2

22 ThomasE, T1ll “Symbolic Protes and Calulated Silence’ (1979)9 Phiosophy and Public Affairs, 1:83-102,

23_ Michele Michelett, Andreas Follesdal and Dietlind Stolle (eds.): Politics, Produds and Markets: Exploring Political Consumerism
Past und Present, (New Brunswick, N, J. : Transaction Press 2004); and Michde Michdeti and Andreus Follesdal: “Shopping for
Human Rights - Spedial Issue” (1007)30 Joumal of Consumer Policy, 3,

24 Unied Natons Global Compad Network “The Global Compad” (2001),
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25_ Archon Fung, Mara O Rourke and Charles Sabel: “Realizing labor Standards: Tlow Transparency, Competition and Sanctions
Could Improve Working Conditions Woddwide” (2001) Boson Review; and Ruggie, 2007 (Z} 3= 11, 20 Z+2)

26_ Humaun Rights Watch: “Cormpo rate Sodal Responsibiliy: Letter to Kofi Annan,” (2000); Menno T Kamminga: “Holding
Mulinational Corporations Accountable for Human Rights Abuses: A Challenge for the European Communiy’ in Philip Alston,
Mara R Bugelo and James Heenan (eds): The EU and Human Rights (Oxford: Oxford University Press 1999);, and John G,
Ruggic “Promotion and Protection of Human Rights - Interim Repott of the Spedal Representative of the Scarctary-General on
the Issue of TTuman Rights and Transnational Comporations and (xher Rusiness Enterprises’ (2006) E/CN 422006 97

27_ European Parliament 1998,

28_ Ruggie, 2007 (Z}3 11, 20, 25 3 2), John G Ruggie: “Business and Human Rights: the Evolving Intematiorul Agends” 2007b),
KSG Faculty Research Working Paper Series 07/029,
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29_ Chiistopher Kutz “Acting together” (2000) Philasophy and Phenomendogical Research; and the voerview in Rugies, 2007 (2+3
11, 20,25, 28 3.



2= Qi AW ol 6% 7Vt 7hs Aol Yook gk

AR TR, Ene] oA glont WA 7)Ee] dejshiol BSIE g wolof gk 7
o] -8 A1) B AR A BAE Qv o) 57 SARFS0l A $83] 5 0] Flojop ahit,

whebd, el9)s] o] 8 9w} vl el GRS vhs 6 ol S magjo] HRe] SRI =9
= U2 RS e) uae whe) 7)ofd 5 Qluka Buh B of o o] SIARS o)A AREe ul e
250] BN B 71249 9 5 DS BN TG o] 7 Aol

o191 90817 Al e RIS AL A, A4, 719 B4 0 BE 215 0] $198]9)
Apgat ) 20] o) $23] ol QA S Holof & Yolh L] 2o] F ¥l A FAk T
2AA50] HeRE A BB 5 YA Fel ubeh 71 gdat ARe] A chxet ES WskA g
e A 718 AL S 4 92 Aol

89



90

Session 2 ez Exte o

=

EE | I H7I3 SRIE St YHES FXt i weot




7l. SRIHE He

« 71%00] ARA = VA ol & BAe] GhAS Tl 7] 9le] Xk BAE 2t
ahel A% HAE
71¢de] A RApaE Wk obUjel WA, ST, S Y BiES AR, @)

239 Ay 7| g F2 B4

RopH FAghe BES)

Lt. Global AzIH# YEX A

SRIFAF}AE =93t Global H-671%

ABN-AMRO, credit Suisse, Citigroup, Bank of America, Deutsche Bank, HSBC, A8
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4. Focus List 59| 2I3H EAM: Focus List 27§

P EDHE HEE S FEH, AH|X]E X[GALE| Chsh Q1 H B EHIE U2 H
0|#:3} €l 7|2 E & Focus Listy =&
Samsung = ‘Na labor union’ pelicy
Hyundai Motors = Indian Office does not allow laborunions and ete;

oppression of labor rights

Hyundai Mipo Dockyard = Illegal Subcontracting (violation of Equal Pay Act®)

Hankook Tire = String of mysterious employee deaths. (health and
safety problems)
Haitai = Melamine (Misalang)
Poongsan E
9 = Cluster Bomb Production(viclating international
Haiilivia regulations, against humanitarianism)
Daewoo international = Myanmar Shwe Gas Project
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“Thank you for kind attention.”
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Session 1 sriandHuman Rights

Keynote Speech by Amy Domini, CEO of Domini Social Investment
“Ways to Promote Human Rights within Society and Companies through Investment

”

SRI and Human Rights
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SRI and Human Rights

A Global Trend with Positive Implications

Amy Domini, CEO
Domini Social Investments

Domini "2

SOCIAL INVESTMENTS™

Share of world’s
private consumption, 2005

World’s poorest
20% consume
1.5%

World's
middle 60%
consume
21.9%

World’s richest
20% consume
76.6%

Source: World Bank Development Indicators ZOOBJ
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Burmese people seeking refuge, near the Thai border, after
being displaced by the pipeline construction.
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ANDY DEVINE
JOHN CARRADINE

WIKNER OF 2 ACADEMY ARARDS"!
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Source: Google/.../Medialstagecoach.jpg SOCIAL INVESTMENTS®

Basic Strategies of SRI

Application of Standards: The practice of including
or excluding securities from investment portfolios or
mutual funds based on social and/or environmental
criteria.

Shareholder Advocacy: Actions socially aware
investors take in the role as owners of corporations,
including talking with companies on issues of concern,
as well as filing and voting proxy resolutions.

High Impact: Financing that generates access to
capital for economically disadvantaged people who
are underserved by traditional financial institutions.
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Social Benefits beyond the Money
Made Available

» Addressing Global
Poverty

+ Empowering Individuals

+ Creating linkages to
greater financial system

* Help prove as an
institutional concept

* Apply to other areas
Domini

SOCIAL INVESTMENTS®

Mortgages Were Packaged Into Structured Financial Products

Global Issuance of Structured Financial Products
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Real Economy versus Financial
Economy

$65 Trillion $870 Trillion
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Source: facinghistorylickwilmerding.blogspot.com SOCIAL INVESTMENTS'
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GLOBAL INVESTMENT STANDARDS
The Way You Invest Matters®
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Source: The New Yorker
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Source: http:/feminist.org/other/sweatshops/sweatfaq.html
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Toyota Prius
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Novartis Sustainability Reporting

‘What is a GRI-Report?

(orporate responsibility report 2004

STATDIL
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“Mainstream” Research
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UBS Investment Research
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Evolving fiduciary consensus

“The links between ESG
factors and financial
performance are
increasingly being
recoghized. On that
basis, integrating ESG
considerations into an
investment analysis is
clearly permissible and is
arguably required in all
jurisdictions.”

)

UNEP Financa I
Innovative financing for

A legal framework for the integration
envir l, social and gow
issues into institutional investment

Produced for the Asset Management Working Group
of the UNEF Finance Inidative

Domift
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Domini Social Investments

A mutual fund management company
Committed to help our investors shape a better tomeorrow

Thousands of starfish washed
ashore. A little girl began throwing
themn in the water so they wouldn’t
die.

“Don’t bother, dear” her mother said,
“it won't make a difference.”

The girl stopped for a moment and
fooked at the starfish in her hand. “It
will make a difference to this one.”
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Human Rights: Aligning Your Investments with Your Values

Thank you, it is indeed an honor to find myself here as a guest of the National Human
Rights Commission of Korea, Money Today, and UN Global Compact Korean Network. I
also want to acknowledge the Social Investment Forum of Korea and to say what a wonderful
report they provided. In it I read on all that is going on in your great nation to bring about
investments that blend both mission and money.

Today you have come together to tackle one of the toughest issues facing humankind. Is
there room for human rights in a world of finance? This is a matter of some urgency. We face
a widening gap between rich and poor, unsustainable population growth, rising temperatures,
falling water tables, shrinking cropland per person, collapsing fisheries, decimated forests, the
loss of plant and animal species and of natural ecosystems. Every day, almost 16,000 children

die from hunger-related causes--one child every five seconds.’
Introductory thoughts about the role of finance.

The wealth transfer that we in more economically advanced nations have enjoyed is not just
us getting richer and the rest of the world not getting richer. We have reduced household
consumption in the southern hemisphere.” Meanwhile we have deluged poor nations with
armaments and the man-made scarcities that now play out against the backdrop of religious,
ethnic, racial and tribal enmities, and threaten to send entire regions, even continents, into
the abyss of civil war and slaughter while we profit from the sales.

There is no they creating the conditions of global disaster. The rules are the problem. For
sixty years, the rules of finance have steered all decisions in managing business to be ever more
focused on the profits the owners would receive. Today, corporations in the financial services
industry rule the world.

Look at America. Mutual funds own almost half of the market capitalization of the United
States of America. The average holding period of a company s stock in a fund is under twelve
months. The message mutual funds and other financial managers send to management at the
companies they invest in is this: do something smart right now, during this short period that
I own the stock. As a result, Unocal contracts for oil in Burma, resulting in the enslavement of
thousands. And American battery manufacturers contract for lead from Doe Run, Peru,
resulting in the poisoning of thousands in La Oroya, where 99% of children have blood levels
that exceed acceptable limits, thanks to an American-owned smelter that has been polluting

the city since 1922.

1_ Black, Robert, Morris, Saul, & Jennifer Bryce. Where and Why Are 10 Million Children Dying Every Year?
The Lancet 361:2226-2234. 2003.

2_ htep://www.globalissues.org/issue/235/consumption-and-consumerism
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How is it that human rights abuses result from finance. To explain, I reach back to my
childhood.

Cowboy shows were still popular when I was growing up. One scene played in almost every
episode. It had variations, but always the essential elements remained. Generally, there was a
vulnerable person or family, often a grandmother, mother, and three young children in a
wagon or stagecoach drawn by two or four strong horses. Something would cause the horses to
stampede without purpose. This spelled disaster for the helpless family hugging each other in
terror. Then Cowboy Bob would gallop up along side the lead horse and, in a magnificent
display of heroic athletic ability, manage to pull the beast to a more moderate pace and steer
the wagon to safety.

Today the financial engine of the world is engaged in a stampede, carrying the world s
population with it. We do not know exactly where this ride will end but we know that the
lack of purpose spells disaster for our helpless family of humankind. Now who is Cowboy
Bob? Is he government? No, government fiscal and monetary policy - particularly in
developing nations - is increasingly subject to the dictates of the world financial system. Is he
the consumer? No, consumers tastes preferences and corporate advertising and media
continuously manipulate consumer trends. Is he benign management at multinational
corporations? No, corporate management has come under the relentless pressure of financial
institutions to enhance shareholder returns.

In my view, there is only one possible Cowboy Bob -- an investor class. Without an
investor class that is able to adroitly steer the thundering forces of finance, and thereby
commerce, disaster is certain. This is our task, the socially responsible investor must protect
that helpless family of man as it clings to survive. We must create rules that work not only

for the horsepower, but also for the family.

Introduction to SRI

Using socially responsible investing as a tool to bring about universal human dignity has
begun. Moreover, I hope that by the conclusion of my comments you will agree with me that
socially responsible investors are making real contributions to this end.

To begin, I would like to introduce my field. Globally over 500 mutual funds exist that use
ethical criteria in the stock selection process. While there are differences between the holdings
each fund has, there are real similarities in the purpose and general approach to investing with
values.

First, we pick stocks that are ahead of the curve on the issues we care about, on the

environment and human dignity. That way we will build a means of accounting for the true

3_ http://www.time.com/time/specials/2007/article/0,28804,1661031_1661028_1661020,00.html



cost to people and the planet of corporate profits.

Second, we engage. Owners of a share of a company have the right in many countries to go
to the annual meeting and discuss non-routine items with the company s management and
the board. But even without that right, we use direct dialog with management to raise issues
of concern.

Third, we support less traditional, but high impact, investment areas, areas that finance
good things. We make deposits at community development credit unions; we make loans to
finance micro-credit loans; we finance new greener technologies.

These three, setting standards for purchase, engagement, and high impact investments
define us. Finance must be a part of the solution or it will be the problem. It is now the
directionless thundering horsepower of the world, but with enough firms doing these three
things, the power of finance can save us. How much does it take? I once asked George Soros
that question and he thought perhaps ten percent of the market. With ten percent of the
market we could give our grandchildren a chance at a green and graceful future.

However, it will not be easy. Think of the scale of what we have to do. In April 2008 the
now defunct Lehman Brothers estimated that roughly $870 Trillion in asset backed securities
and in collateralized debt obligations. Now bear in mind that the purchasing power of the
world, as measured by the global GDP, stood at roughly $65 Trillion as of 2007." GDP
tracks real things like salaries and the purchase of an automobile. We call it the real
economy. How can a real economy of only $65 Trillion support $870 Trillion and more in the
financial economy? The answer is it cannot. Money is stampeding to make money and leaving
the purpose of capitalism, which is to provide goods and services efficiently, behind. If
anyone doubts this, recall the past few weeks. With this in mind, I will begin to review SRI

strategies to address human rights.

Divestment

Let us review together the history of investor awareness as it relates to responsible investing
and human rights. In some ways, this is not a new thought. I recall that as a girl my
grandmother told me about a childhood friend who had given away an inherited fortune
because it came from selling weapons. The friend called it blood money and even in the 1930s
did not want anything to do with it.

But that was a private act, lacking in impact on a structure. The debate over the role of
corporations, particularly American corporations, doing business in South Africa, launched a
new concept, a concept that linked investors both to the problem and to the solution.

It began in the early 1970s, when companies were asked to sign a code of conduct called

4_ hteps://www.cia.gov/library/publications/the-world-factbook/rankorder/2001 rank.html
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The Sullivan Principles. Signatories would agree to completing and submitting an annual
questionnaire. The questions were quite simple. How many blacks supervise how many
whites and how many coloreds? Do blacks, whites and coloreds eat in the same cafeteria?

As a result, concerned shareholders entered into dialog with companies and won voluntary
disclosure. The data was reviewed and monitored. However, through the years the disclosure
was not comforting. As it turned out, American companies were part of a system of
strengthening Apartheid. Not only did they pay taxes, a form of direct support, to a
government that kept the vast majority from voting, but they also did not make progress
towards integrating the work forces and empowering the coloreds and blacks.

The lessons were well learned. From disclosure came data. From data came knowledge.
From knowledge came action by civil society. The city of Baltimore, MD voted to divest
companies doing business in South Africa. The state of New Jersey decided not to buy Ford
cars for the police there. Finally, in 1994, 23 years after the first shareholder inquiry, the
majority was granted the vote.

Divestment continues to be a popular way of addressing cases where the government is as
much an abuser of rights as a company. Today the focus is on two governments, Sudan and
Burma. In February 2007, the influential columnist, Nicholas Kristof of the New York
Times, urged his readers to find out whether their investments are helping finance the
janjaweed militias that throw babies into bonfires in Darfur and Chad. Although he
generally believes that economic sanctions can be counterproductive, Kristof argued that
Sudan is an exception, a rare instance where narrowly focused divestment makes practical as
well as moral sense.... In this case, the cost of divestment to fund managers or investors is
negligible, and there is a real prospect that the strategy will add enough attention,
embarrassment and pressure that Sudan will stop slaughtering Darfuris - just as it has stopped
massacring people in southern Sudan. I would agree. So would the thousands of college
students who have protested their university endowments investing there.

The military regime in Burma is the other target of divestment. Most American SRI funds
do not own stocks of companies that sell strategic items directly to the regime.

I have a tale to tell about socially responsible investing research and Burma. You may ask,
Why divest? What difference can it make? Does my non-ownership of a company s stock
make any difference? My answer is yes, it does. When investors use human rights standards
to evaluate companies, these standards can become a benchmark for companies to aspire to.
The following story illustrates how.

In December 2006, Domini extended its research into the Asia-Pacific region with two new
funds. Shin Furuya, Domini s lead research analyst for the Asia-Pacific region, was
researching Toyota Motor and untangled a complicated web of cross ownership of a company
called Toyota Tsusho. Toyota Motor owns less than half of Toyota Tsusho, but is Toyota

Tsusho s biggest customer and has several representatives on the board of directors.



Additionally, a former executive of Toyota Motor currently serves as Toyota Tsusho s CEO.
These facts represented a good deal of control.? Toyota Tsushu, the smaller company, sells $1
billion a year to the military dictatorship of Burma.

Because of the cross-influence between the two companies, we determined not to own
Toyota. Last year at a meeting of the Japan Society held in New York City, Shin Furuya
delivered a letter to the chair of Toyota Motor, asking whether it is possible for Toyota to
maintain a material interest in Toyota Tsusho without supporting the military regime and its
abuses of human rights.

Initially the company said it was not responsible for the actions of its trading partner.
However, recent discussions indicate a shift in the company s thinking. The company now
tells us that it shares our concerns, and is raising these questions at the highest levels of
Toyota Tsusho. The company has agreed to keep us informed on the status of these internal
discussions - discussions that began with our research department.’

Divestment can be effective. It is, however, a seldom used tool. In the long run, responsible
investors seek to build a system of disclosure. We wish to shine a light on the impact company

behavior has on the lives of people. We do that through research.

Introducing Domini’s approach to SRI - Key Indicators

Before going on, let us spend a few moments considering the basic structure of setting and
applying social criteria to an investment portfolio. At Domini Social Investments, our basic
approach is covered in detail by our Standards Brochure, which can be found at
www.domini.com. As with each of our standards, these principles apply to every stock we
buy. Our research rests on the premise that our investors, who are U.S. citizens, want to
invest in solutions while avoiding problems. The Standards Brochure criteria apply across the
board, into holdings in Europe and Asia.

Today my comments focus on Human Rights. However, my firm does just as much
research into environmental practices, product innovation, or corporate governance. All are a
part of the process of sorting companies to find those that meet our standards.

We have an in-house research team that both relies on the work of others and conducts our
own audits of companies. We provide a list of okay to own companies in each of our
geographic regions: North America, Greater Europe, and Asia Pacific. Wellington
Management Company then applies a quantitative model to select portfolio holdings. Our job
is to determine what really matters to our investors - to get at the truth. Often corporate
public relations are an impediment to that goal so we needed a system to highlight the key

issues a given industry faces.

5_ See more at: http://www.domini.com/shareholder-advocacy/
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We created a framework for looking at companies that directs analysts to consider the one,
two, or three key indicators for each sub-industry. Many key indicators have to do with
human rights.

For instance, when an extractive industry operates in emerging economies, the analyst is
directed to search for environmental problems and for corruption.

In 1994, the majority of South Africans got the vote. That same year Cofan and Secoya
Indians filed a $1.5 billion suit (which eventually was not heard) in the United States against
Texaco. It stated that because Texaco failed to act responsibly, their lives were ruined and
irreparable damage was done to the flora and fauna. They alleged that Texaco dumped about
3,000 gallons of oil per day into lagoons in the area. Moreover, the dumping of 450,000
barrels of crude oil directly into the Amazon basin was alleged.

Residents could no longer drink the water or bathe in the lagoons in the region. A water
sample study by the Center for Economic and Social Rights, a New York-based health and
human rights group, confirmed the health risks in the region. Even without their day in
court, the story had been covered. The world began to understand the human suffering that
resulted from poor environmental behavior. °

Ecological impact on indigenous people is tricky to find. Unless a court case is pending, the
researcher is completely dependent on the press or internet reports to learn of the problem. I
do not have a solution to this issue yet, but we see it repeated in all the natural resource
extraction industries. This is the reason to use the key indicator.

We rely heavily on our key indicators. For instance, when looking at an industry where the
customer is particularly vulnerable, such as health care, we direct the analyst to pay special
attention to product safety issues. When looking at a company that sells low cost retail
products, such as a chain retailer, we direct the analyst to look into whether the company has
implemented a code of conduct for its vendors and whether the code appears to be enforced.
When looking at a company in agri-business we look at how much of the business is organic
and what the history is of protecting those working in the fields from exposure and harm due
to pesticides. When dealing in countries where personal freedom is restricted we look at
censorship

At my firm, we have chosen to avoid China Mobile, even though we generally view mobile
telephones as a good thing. They after all allow communication and freedoms that come with
it. However, this phone company is implicated in government censorship. On the same issue,
we engage in shareholder conversations with Microsoft and Google, which we do own. This is
an example of how SRI firms view things differently. In the United States, where my
shareholders live, censorship in China, combined with significant ownership by the Chinese

government, is too far over the line. However, Sustainable Asset Management, whose clients

6_ http://nativenet.uthscsa.edu/archive/nl/9405/0041.heml



are mostly European has approved the stock and include it on their index.

These are just a few ways that our social research process itself creates a framework for being of
value in the human rights arena. We in the socially responsible investing field create a need for
transparency and a means for it. At Domini Social Investments we take our job seriously. I
believe that responsible investing will build the framework for protecting people from a broad

range of human rights infringements.

Combining Activism with Screening to Get Results: Vendors

When we poll our investors at Domini Social Investments as to what they most want to
avoid supporting with their investments, the answer is sweatshops. Nothing is so hard for
people to face as the potential that they are somehow aiding and abetting behavior
unbecoming of civilized people. Yet, we know that it is very difficult to give my shareholders
any assurance that I can avoid sweatshops. I cannot often trace products all the way back to
their component parts. The data is hard to come by. Even the definition is difficult. What is
a sweatshop? Will I know it when I see it? To meet this shareholder need is hard, but thanks
to responsible investors, it is getting easier. Looking into this issue demonstrates the power of
using both research and engagement in combination.

Recall that in South Africa the American company owned the factory at which its goods
were being made in South Africa. Today the world has changed. Manufacturing of most goods
are outsourced to the lowest bidder, who may overate under a tin roof in Guatemala one week
and Mozambique the next. Real human abuse takes place at some suppliers, but how does the
caring investor address this?

We began roughly 15 years ago, when it came out that that great symbol of American
values, the baseball, was being made by hand under horrific circumstances in Haiti. A
Catholic congregation of men, the Oblates, had a mission nearby and appealed to Catholic
religious congregations globally to find a way to help.

Faith based investors approached companies that sold baseballs in America and asked them
to set standards for purchasing. This set of a long series of dialog, debate, discouragement and
finally some answers. Some nuns started studying the cost of living in various spots, to
ascertain what a living wage would be. Social scientists studied the medical results of the lack
of sanitation in factories. Watchdog groups, began interviews with workers telling them what
the law was in their place of work.

Through the years American companies like Disney and the Gap reduced the number of
suppliers that they used and committed to reviewing their remaining suppliers and ranking
them. They discontinued suppliers who failed on criteria and began reporting annually to
shareholders the progress each factory was making.

These reports are now coming through on a number of companies. They represent a new
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type of data, data that helps us do our job of avoiding the worst offenders, but also data that
helps civil society of doing its job, giving a better life to its citizens. But the definition of
sweatshop is evolving. A new type of sweatshop is evolving, centered on guest workers.

In June of this year The National Labor Committee on Wednesday issued a 65-page report,
The Toyota You Don t Know, which accuses the Japanese automaker of using low-wage
temps to build the popular Toyota Prius. Toyota s much admired Just in Time auto parts
supply chain is riddled with sweatshop abuse, including the trafficking of foreign guest
workers, mostly from China and Vietnam to Japan, who are stripped of their passports and
often forced to work - including at subcontract plants supplying Toyota - 16 hours a day,
seven days a week, while being paid less than half the legal minimum wage, the group said
in a statement.

I have spoken of repressive regimes and how selective divestment is used to address the
issue. I have spoken of the use of key indicators at Domini and how they help us to focus on
human rights abuses in certain industries. I have spoken on how, through the past fifteen
years or so, shareholder engagement has brought together corporations, civil society and
finance, to begin to address the structure. Now let us delve into the growing problem of

slavery.
Transparency’s new focus: slavery.

A year ago Bloomberg Markets magazine ran a feature story that began with the following
words: Hundreds of thousands of workers toil without pay in Latin America, producing
timber, gold and the charcoal used to make steel. Their labor goes into materials bought by
major companies - including General Motors, Kohler, Toyota and Whirlpool. The article
went on to describe the life of a slave laborer and employers who are, in the words of a
Brazilian labor inspector, willing to defend slavery by force.

Yet we on Wall Street are delighted with our own cleverness at benefiting from
competitive winners. Furthermore, these companies and we were all eager to benefit from the
corporate competitive advantage that slavery provided. That is we were delighted until we
were faced with exposure.

A number of the implicated companies - as soon as they received the reporter s initial call -
decided to suspend purchases from the suspect sources. As was the case in South Africa, data leads
to knowledge, which leads to action. It is clear; we in the Financial Services industry are
empowering slave owners through our relentless enthusiasm for profit margin expansion and
through our failure to demand that it be done while protecting and defending basic human
rights.

Also in Brazil, the sugar cane crops are cut manually by half a million migrant workers who

are held in rural locations for the four months of harvest. The work expected of them has



doubled over the past dozen years and if, at the end of their labors, they fall short, they go
without pay. We tout sugar cane ethanol as a clean fuel and import it to the United States.
Our importers must be held accountable for verifying that their raw materials are not the
result of slave labor.

Brazilian pig iron is an essential ingredient to steel manufacturing. But, slavery is endemic to
the charcoal camps, Brazil s head of slavery inspection was quoted in Bloomberg magazine as
saying. Corporations like the plumbing manufacturer Kohler have been quick to demand
certification. Whirlpool tried to take a more hands off attitude, stating that the supplier should
be solely responsible.”® Shareholder advocates mobilized immediately to hold purchasers
accountable.

The problem is global. In Africa, Ivory Coast production of chocolate has turned into a
slave business with child labor implications. The large American food company, Cargill, lends
farmers money to acquire land and grow crops. But the loans are unreasonable. Borrowing
money has trapped the farmers into a circle of debt and hardship. Not only whole families
but whole villages work to protect the farm, without pay. Cargill claims that they are not
responsible for irresponsible borrowers."” Activists have responded by both promoting fair
trade chocolate and by filing resolutions with chocolate using companies, demanding that
they address this issue.

In Asia, credible evidence exists that the use of child labor in Uzbek cotton fields continues on
a systematic scale despite Uzbekistan s ratification of several ILO conventions relating to forced
and child labor. Investors and human rights organizations are urging the Government of
Uzbekistan to take immediate, concrete steps toward ending the use of forced child labor in
cotton harvesting.

Here investors chose to use their ownership as a means to bring the issue to the government
there. Shareholders with combined assets of over $250 billion, along with human rights
advocates, sent appeals today to Uzbek President Islam A. Karimov, Director General Juan
Somavia, the head of the International Labor Organization (ILO), and U.S. Secretary of State
Condoleezza Rice. These efforts along with press reports resulted in getting representatives of
four major textile, apparel and retail trade associations working to organize a meeting with

. .. 11
the Uzbek Ambassador to the United States to express similar concerns.

7_ International Herald Tribune, Brazil s sugar cane cutters pay the cost of cleaner fuel, By Carlos Caminada and
Michael Smith of Bloomberg News, Monday, October 1, 2007

8_ Bloomberg Markets, CVRD Won t Sell Iron Ore to Producers That Allow Slave Labor
By David Voreacos and Michael Smith, November 22, 2006. p. 46

9_ Bloomberg Markets Automakers Pledge Joint Efforc With Suppliers to Fight Slavery, By David Voreacos and
Michael Smith, December 11, 2006

10_ Fortune Magazine, February 4, 2008, Chocolate s Bittersweet Economy, by Christian Parenti
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There are many forms of human rights abuses by companies.

Repressive regimes, environmental devastation, slavery, and child labor are all aspects of an
ugly story. There are others. Construction companies, particularly American construction
companies in Iraq, have been tied to a series of corruption cases. Food companies using harsh
pesticides and herbicides act with disregard for the workforce they poison, the children born
with birth defects and the consumers of the poison laden fruit or vegetable. Mortgage
companies lobbied to change the rules so that special mortgagees for special people could be
created and that cost the borrower his or her home. With regard to product safety, perhaps
asbestos is the best-known and best documented demonstration of distain for human life and
safety. I discussed industries where the customer is especially vulnerable, and want to point

out that we at Domini avoid companies that run for-profit prisons.

Another Potential Influence we have: Memories are long

Memories are long. Human rights abuses dog companies decades after the event. I know
people in America who will not own a Mercedes, since it was a Nazi company using Jews as
slave labor 60 years ago. IBM today faces a class action law suit for the business it conducted
in South Africa 30 years ago, when it ran the identity card system for that country.

Forty years after the discovery that Showa Denko Corporation was dumping mercury into
the Agano River, that act still taints the company s reputation so much so that it is reported
in the on-line encyclopedia, Wikipedia, in their write up on them. The mercury caused 690
people to develop Niigata Minamata disease, a syndrome caused by severe mercury poisoning.
The disease was caused by the company dumping wastewater from mercury-sulphate-catalysed
acetaldehyde production at the Showa Electrical Company s chemical plant in Kanose village.
This highly toxic compound was released untreated into the Agano River where it
bioaccumulated up the food chain, contaminating fish which when eaten by local people
caused symptoms including loss of physical coordination, loss of feeling in the hands and feet,
general muscle weakness, narrowing of the field of vision and damage to hearing and speech.
Now the drain only releases rainwater."

March 5, 2008 Japanese Japan s Supreme Court upheld a suspended prison sentence for a
former health ministry official convicted for failing to prevent the use of HIV-contaminated
blood products in the mid 1980s. The courts ruled Mr. Matsumura caused the death of a liver

disease patient in 1995 by failing to stop the use of contaminated blood products. In Japan,

11_ Press Release, Domini Social Investments, August 15, 2008, Social Investors and Human Rights Activists
Pressure Government of Uzbekistan to Stop Using Forced Child Labor.
12_ htep://en.wikipedia.org/wiki/Showa_Denko



the contaminated blood products infected 1,430 people with HIV between the late 1970s and
1986. More than 500 of them have died. Green Cross Corp., a subsidiary of Mitsubishi
Takeda Pharma Corp., used blood products imported from the United States, collected from
needle-drug users and federal prisoners in Arkansas.”

Decades after the company discontinued use of asbestos, Kubota s president publicly
apologized for the exposure his company had allowed that poisoned worker, their families and
the community. Dec. 26, 2005, the company s apologized to people suffering from asbestos-
linked diseases who live near Kubota s Kanzaki factory. It manufactured sewer pipes that
contained asbestos. Records show the factory used nine tons of blue asbestos, believed to be
the most toxic form of the substance, between 1957 and 1975. Of the 251 employees
involved in producing the pipes for more than a decade, roughly half have been diagnosed
with asbestos-linked diseases such as mesothelioma, and 61 had died by the time he

apologized."
Concluding Sentiments

I have spent some time discussing the various responses socially responsible investors have
made to human rights abuses. We have not been able to change the course of human events
as yet, but we certainly have helped many thousands through our work on the sweatshop
issue.

The field of socially responsible investing is the only effective tool that NGO, faith groups,
and others concerned about universal human dignity have found to bring corporate
management into constructive engagement to face issues of concern to all persons of good
will.

In 1980 I wrote to a letter to Boston College Library asking them to do a computer search
using key words. I used words like stocks, bonds, socially responsible, ethical, moral,
corporations. There was no web then, no Google. After three weeks I received a list of article
titles that met the criteria. None were relevant. There were stories on the ethics of
mother/child bonding and on the unethical business practice of a few. Last year over 6,000
companies printed CSR reports. They did this in response to a groundswell in inquiries,
inquiries that socially responsible investors initiated. Never allow someone to argue that the
field has no impact.

Field is much misunderstood. Many say we cannot be a single voice; there are conflicting
values at work. But the values of human dignity, of ecological sustainability, in short, of a

pleasant future for our great, great, great grandchildren, are universal values that every social

13_ http://martinjapan.blogspot.com/2008/03/justice-at-last-for-japans-haemophilia.html

14_ hetp://www.mesothelioma-search-engine.com/mesothelioma-news/mesothelioma-news-0122.htm
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investment professional strives to achieve.

They say that you cannot make money this way. Yet the index KLD Research and Analytics
maintains to track socially responsible investing in the U.S, the Domini 400 Social Index, has
outperformed the Standard & Poor s 500 index on both a one year, and on a since inception
basis."

They say it is not real. Big money does not care about these soft issues. The big boys of
Wall Street are more hard nosed that that. Yet every major brokerage firm offers research on
the topics that socially responsible investors seek answers to. Many offer specialized products,
mutual funds or asset management, based on the research they sell.

They say that it is a question about fiduciary responsibility. The lawyers warn that
anything that limits your universe must limit your return. They worry that they must not
allow the pursuit of profits to be derailed by petty conversations over how the profits were
made. Yet the world s second largest law firm published an opinion stating, The links
between Environmental Social and Governance factors and financial performance are
increasingly being recognized. On that basis, integrating ESG considerations into an
investment analysis is clearly permissible and is arguably required in all jurisdictions. *°

We in the field of socially responsible investing create the demand for corporate social
responsibility reporting and can create financing for the proponents of our ideals. SRI
investors stand at the juncture of the real world and the game of money. We strive to hold
financial systems accountable for the results they create. Around the world the disenfranchised
look to us. We must not let them down. We must bring finance back to its founding purpose
-- that of providing people with the goods and services they need: food, clothing, healthcare,
shelter and comfort.

We in this room work in partnership with NGO s around the world. We work in the city
and on Wall Street. We rely on and support the faith-based organizations struggling for peace
and justice. We must continue to work together to be recognized as the force for positive
social change that we are. There is evil and injustice in the world. But it wears a grandfather s
face. It calls itself a fiduciary, a profitable quarterly report. It poses as a friendly financial
advisor, one who understands your personal dreams and who works night and day to help you
to achieve them. We in this room cannot do everything, but unless we are involved, unless
we can harness the power of the financial services industry to work for human dignity and a
clean planet, finance will work against those goals and cost us a future.

Thank you.

15_ www.kld.com
16_ UNEP Finance Initiative, A legal framework for the integration of environmental, social and governance issues

into institutional investment Freshfields Bruckhaus Deringer



Session 2 pension Fund Investment and Human Rights

Presentation 1: “Contents and meaning of Human Rights Respecting Disinvestment Strategy of
the Norwegian pension Fund”
Andreas Follesdal, Director of Research of Norwegian Center for Human Rights

Ethical Investment and Human
Rights: Norwegian Case
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The Contents and Meaning
of ‘Human Rights’
Respecting Disinvestment
Strategy of the Norwegian
Pension Fund (Global) Seoul,

South Korea

Andreas Follesdal

Professor of Philosophy, Director of Research),
Norwegian Centre for Human Rights 4
University of Oslo
http://folk.uio.no/andreast

The Norwegian Government Pension Fund has
divested from a wide range of companies, on the
basis of public recommendationsby the Council

on Ethics. As of September 2008:

¢ Kerr-McGee (reversed) e Freeport McMoRan

¢ Cluster weapons Copper & Gold
(several companies)

¢ DRD Gold
® Tegal opinion on Anti ¢ Vedanta Resources
personell mines e RioTinta
* Nuclear weapons .
(several companies) ¢ GenCorp
* Total (to not withdraw) * Rheinmetal
e EADS e Henwha
o Wal-Mart e MNonsanto




Overview

1. Background: Facts, History and
Institutions of the Pension Fund

2. Standardsand Composition of the
Council on Ethics

3. The Procedure

4. Moral Complicity in Human Rights
violations - Necessary conditions

5. Two Examples: Walmart and Monsanto
6. Effects?

1. Background: Facts, History and
Institutions of the Pension Fund
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About the Norwegian Government

Pension Fund

A Sovereign Wealth Fund

One of the largest single-owned funds in the world.
— November2008: Approx 310bn USD

2 Objectives:

— smooth out the spending of volatile oil revenues

— be along-termsavings vehicle so the Norwe?}ian government
can accumulate financial assets to cope with Jarge costs of an
ageing population

— In20061it yielded a total return of 7.9 %; the equity portfolio
yielded 17.0%.
Is only invested abroad:
— small ownership shares in over 7000 individual companies
— currently 60 pct. equities and 40 pct. fixed income.

— One third of the portfolio, about 125 bn USD: bonds and equities
in the US market

Ethical constraints on investments

Two ethical obligations of the Fund

Norwegian Parliament 2003-2004:
e Future generations should derive benefit
from the petroleum wealth

=>achieve a sound return in the long term

® The fund should not violate the basic
interests of others as a means to greater
profit
=> avoid contributing to violations of
fundamental ethical norms




A three-track strategy, division of labor

* Exercise of ownership rights (Norges Bank)
—safeguard long-term financialinterests,
—and pursue the UN’s Global Compactand OECD
Guidelines for Corporate Governance
Ministry of Finance, on advise from Council on Ethics:

A. Negative screening
=> Exclude companies from the investment

universe that produce weapons whose normal use
itarian principles

may violate

. Case by case exclusion of companies

=>where there is an unacceptable risk of complicity in gross
or systematic breaches of certain ethical norms

2. Standards and Composition of
the Council on Ethics
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Negative screening Members of the Council

of weapons that violate Chair: Gro Nystuen, Humanitarian
fundamental humanitarian Law, Assoc Prof, Norwegian Centre
principles for Human Rights.

Caseby case exclusion Anne Lill Gade, Product Safety

Manager, Jotun, MSc Freshwater
To avoid an unacceptable risk of Ecology, Chair Environmental Policy
being ma Feompheitdn future: at Federation of Norwegian Process

Serious or systematic hum Industries.
rights violations,

Sravel hes of indhividual  Bjern Ostbe, Director Corporate
rightsin situations of waror  Finance at First Securities; Managing
conflict Director of First's Bergen Office.

¢ Severe environmental
degradation OlaMestad, Professor, intl trade and
* Gross corruption contractlaw, oil and gas law.
* Otherparticularly serious
violations of fundamental Andreas Follesdal, Professor,
ethical norms political Philosophy, Director of
Research, Norwegian Centre for
Human Rights

3. The Procedure

1. Suggestions from NGOs, media, Ministry of Finance, or
on Council’s own initiative with continual web
monitoring by external firm

2. The Council decides whether to consider case

w3

. Information gathering, fact checks, site visits... & 60-
80/year

W

For 3-6: Draft recommendation

o

- sent to the company for comments and correction
Council recommendation sent to the Ministry
Political treatment of the recommendation
Decision by the Ministry of Finance to sell

A Y

Norges Bank sells the stock
10.Publication of recommendation — www.etikkradet.no
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4. Moral Complicity in Human Rights
violations - Necessary conditions

* There must be some linkage between the
company’s operations and the existing
breaches of the guidelines, visible to the Fund

* The breaches must have been carried out with a
view to serve the company’s interest or to
facilitate conditions for the company

* The company must either have contributed
actively to the breaches, or had knowledge of
the breaches without seeking to prevent them

* The norm breaches must be ongoing, or there
must be an unacceptable risk that norm
breaches will occur in the future. The handling
of earlier norm breaches may indicate future
patterns of conduct, as may the exercise of
ownership rights

Complicity in the violations of
subcontractors: the Wal- Mart case

To the Minister of Finance
November 15, 2005:

Divestment from Wal-Mart Stores Inc
because there 1s reasons to fear complicity
in serious or systematic violations of
humanrights standards perpetrated by the
supply chain, including hazardous child
labour, semi-forced labour, hazardous
conditions of work.
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5. Two Examples: Walmart

“There are numerous reports of child labour, serious
violations of working hour regulations, wages below the
local minimum, healthhazardous working conditions,
unreasonable punishment, prohibition of unionisation
and extensive use of a production system that fosters
working conditions bordering on forced labour, and of
employees being locked into production premises etc. in
Wal-Mart’s supply chain.

All of the above examples represent violations of
internationally recognised standards for labour rights
and human rights. (18) — including the prohibition of
forced labour.

Complicity: In the company’s interest?

In the view of the Council, the type of violation
focused on in this recommendation in Wal-
Mart’s business operations has been undertaken
with the intention of increasing the company’s
profits.

The Council considers that even though all
companies aims at maximising their profits, it is
ethically unacceptable to do so by committing,
or tacitly accepting, serious and systematic
violations of ethical norms. (21)
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Complicity: Contribution to
violations or knowledge thereof?

.... Where the reported patterns of violations in the
supply chain are concerned the Council assumes
that Wal-Mart is largely aware of them and
largely refrains from seeking to prevent them.
The Council also recognises that Wal-Mart
wields substantial influence in regard to
working environment, wages etc., particularly in
relation to the manufacturers which the
company itself describes as direct suppliers.

This is due not least to the company’s size and
widespread presence in many countries, and
thus to its engagement in a large number of

suppliers. (21)

Complicity: Serious or systematic?

... a number of the violations reported, particularly in the
supply chain, are very serious.

They include violations of fundamental international
standards with regard to child labour, working conditions
bordering on forced labour, serious violations of work hour
rovisions, wages below the local legal minimum, health-
azardous working conditions, and unreasonable
punishment.

Isolated occurrences of this type, even if serious, would
probably not suffice to exclude a company since such events
would not constitute sufficient grounds for establishing a
risk of violation in the future.

In the case at hand, however, not seeking to avoid such
violations by its suppliers seems to constitute a pattern of
action on the company’s part. (22)
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Monsanto, 2006 - 2008

...In 2006, 2007, and 2008 the Council on
Ethics commissioned surveys on the
occurrence of child labour in Monsanto-
related hybrid cotton seed production in
the Indian states of Andhra Pradesh,
Tamil Nadu, Gujarat, and Karnataka...

.. In November 2007, the Council on Ethics’
Secretariat undertook visits in the Indian
states of Andhra Pradesh, Tamil Nadu,
and Karnataka

Recommendation in 2006:

The Council’s assessment is that the detected violations in
this case must be considered ongoing and, seen in
isolation, deemed to count as ”tﬁe worst forms of child
labour”, and thus as grave violations which, in principle,
qualify for exclusion from the Fund’s investment universe.

... the company’s producers of hybrid cotton seed employ
child labourers aged 8-15 years. As a result these children
are exposed to health risks, such as pesticides, and are
deprived of schooling. Many of them are so-called migrant
children, who live away from their own families.

.. in hybrid cotton seed cultivation no kind of protective
equipment is used to prevent exposure to pesticides.
ormally, the children do not even have access to soap
and water for hand washing before meals. In this way
they ingest pesticides through their food intake...




The Council on Ethics found that continued
investment in the company would entail an
unacceptable risk of contributing to the worst
forms of child labour.

The Ministry of Finance decided, based on plans
presented by Norges Bank in spring 2007, that it
would be appropriate to pursue an active
ownership strategy for a limited period of time
in order to establish whether this might reduce
the risk of contributing to grossly unethical
conduct.

-new assessment June 10 2008

- from Minister of Finance Press Release Sept 9, 2008

the Council on Ethics finds that Monsanto has achieved
considerable improvements, particularly within certain geographical
areas, when it comes to reducing the occurrence of child labour use.
To the Council on Ethics itz gfears to be of particular importance that
monitoring systems are established through independent third-party
audits evaluating the occurrence of child labour in the supply chain, that
the factors leading to children’sharmful exposure to pesticides are
eliminated, and that the child labour rate in the company’sown
production and licence productionis drastically reduced.

Given that the improvementefforts are further strengthened and
theirapplication extended so that these goals are met, and also that the
sector-wide initintive succeeds in reducing the occurrence of child labour
in the productionlinked to MMB and Mahyco in the same way as in the
company’s own operations, the risk of future violations may be reduced
to a level where the Fund’s investment in Monsanto no longer must be
regarded as constituting a breach of the Fund’s Ethical Guidelines.

As the conditions for the exclusion of Monsanto in principle are
met, but the aforementioned specific factors mean that the company will
not be excluded at this point in time, the Council on Ethics expects that the
ongoing efforts aimed at eliminating the worst forms of child labour
will yield results. In the time to come, the Council on Ethics will closely
follow the development.
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All recommendations are
public, full texts with
references available at

http://www .etikkradet.no

6. Effects?

* Future Norwegian generations benefit from the
oil wealth while respecting the basic interests of
those affected

* On the Fund: reduced yield, increased costs?

— Difficult to determine precisely

* On companies:

— Share prices show small dip, corrected withina week
— Shaming?
¢ For victims of human rights violations:

— Shortterm:
¢ if shaming works .7
* if risk of exclusion boosts impact of ownership activity ..?

— Longer term: contributions to standard setting and
procedures for shareholder responsibility ..?

168



Nordic Journal of Human Rrghrs 2007 vol 25 no 4 420-433

ETHICAL INVESTMENT AND
HUMAN RIGHTS: A NORWEGIAN CASE

ANDREAS FOLLESDAL"

Abstract: One interesting mechanism of Socially Responsible Investment (SRD) is the divest-

ment arrangement for the Norwegian Government Pension Fund ( Glabaz') The Nonveg:an.
Parliament established a Council on Ethics to advise on the excfusmn  of certain corporations
from the portfolio of the Fund, to prevent comphcu‘y with wolaﬂans of ﬁmdamental kumam»_

tarian principles, serious violations of human r:ghrs gross corruptron or severe environmen-

tal damage. The article explores two issues concerning this mechanism, one practical and one
normative. The first concerns the exclusion mechanism’s rmplemenranon the second what we

are to make of efforts to impose normative cons;mm{s on profit-seeking economic activity.
Sections I and 2 present the ethical guidelines and show how the Council decides on its rec-
ommendanons Section 3 considers whether such SRI by large mve.s'rars can be Said to be
effective and legitimate responses to the new chaﬂeuges wmught by economic gfobahzanon
Section 4 indicates three of several poss:ble roles the SRI may play, ‘while section 5 draws
some conclusions. In particular, the Normegmn guvemmenrs divestment efforts — prrmarrly

aimed at preventing comphcrty may serve to pmvent wmng—domg by others under certam.

conditions.
Keywords: Human R:gftt.s‘, Drvestment SocrallyResponsrbfeInvestmem ph:losophy gfobaf-
rzaaou,Adam Smith, Narges Bank, forced labour chdd labour, ILO. '

A. INTRODUCTION

The investment practxces of the Norweglan Gﬁvermnent Pensmn Furrd draw mtematlonal'
onomic.
he Minis-
try of Finance is responsible for the management of the und, and has deleg_ated responsrbrlr--

attention, for several good reasons.! The Fund is meant to help shoulder the fu
burdens invoked by demographic changes combined with declmmg oil revenues.

ty for the operanonal management of the Fund’s mtemanonal assets to Norges Bank Invest-

* ‘Andreas Follesdn.l is meessor of Political Phrlosophy and Drrectnr cf Reseamhat the Norwe—
gian Centre for Human Rrghts at the University of Oslo. He i ls amember of the Counc;l on Ethrcs of
the Norwegian Government Pensmn Fund.

Follesdal received his Ph D. in Phrlosophy from Harvard Umvcrsrty in 1991 H:s research focusas
onthe polmcal theory of the European Uman, and on the phrlosaphy of human nghts Hame page
}:mp //folk.uio no/andreasf and e-mail: andreas. follesd.al.nehr uio.no.

} 1 am grateful for constructive comments by the journal edrtor the edxtorof the speclal lssue, and
two anonymous refereex I j
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ment Management — NBIM. NBIM achieves impressive returns, fulfilling its obligation to
secure a reasonable portion of the country’s petroleum wealth for the benefit of future genera-
tions. The market value of the Government Pension Fund — Global at 30 May 2007 was 1,964.3
billion NOK (approx 332 bill USD/ 246 bill EUR). In 2006 it yielded a total return of 7.9 %;
the equity portfolio yielded 17.0 %.

Simultaneously, the Norwegian Parliament has taken steps to prevent the Fund contribu-
ting to unethical acts or omissions. Such acts include violations of fandamental humanitarian
principles, serious violations of human rights, gross corruption and severe environmental
damage.? :

Two main mechanisms serve to avoid such complicity. The Fund is required to exercise its
ownership rights in ways that reflect the UN’s Global Compact and the OECD’s principles of
corporate governance and guidelines for multinational companies.

In addition, Parliament established a Council on Ethics to help the Ministry of Finance
and the Fund avoid risks of moral complicity in particularly problematic cases. The Council
may advise the Mmlster of Finance to exclude certain corporations from the portfolio of the
Fund. By the end 0f 2006, 20 companies with a combined value of NOK 14.2 billion had been
excluded. Norges Bank estimates the total transaction costs of these exclusions to NOK 47.7
million.

In effect, these mechanisms ensure that the Fund is involved in ‘Socially Responsible
Investing’ (SRI), of two distinct kinds?: an activist approach and a negative approach. For our

purposes, the definition of SRI offered by Kinder, Lydenberg and Domini is suitable;

An investment that combines an investor’s financial objectives with his or her commit-
ment to social concerns, such as peace, social justice, economic development, or a heal-
thy environment; an investment, which may or may not have economic return as its prin-
cipal goal, made with an intent to take into account the impact of the investment on the
society in which the investment is made.4

The present article explores two of the issues within this case of SRI, one practical and one
normative.’ They arise when investors seek to pursue the two morally honorable objectives of

profit for the owners and justice for other parties. How is the exclusion mechanism imple-

2 References below.

3 Steen Vallentin: "Socially Responsible Investing: Approaches and Perspectives”, i Jacob Dahl
Rendtorff (ed.): Veerdier, Etik og Socialt Ansvar i Virksomheder - Brudflader og Konvergens (Roskilde:
Center for Vzrdier i Virksomheder, Institut for samfundsvidenskab og erhvervsakonomi, Roskilde

~ Universitetscentrum 2003),114-21, 117.

4Vallentin, 2003, 114 (see footnote 3): Quoting P. D. Kinder, S. D. Lydenberg, and A. L. Domini:

. The Social Investment Almanac — a Comprehensive Guide to Socially Responsible Investing (USA:

Henry Holt, 1992), 852.
3 A previous version of this paper appeared in Spanish as Andreas Follesdal: “Ethical Investment:

- Workable and Effective? The Case of the Norwegian Government Pension Fund” (2006), in Economia

Exterior.



mented? And what are we to make of such efforts to impose normative constraints on profit-
seeking economic activity?

These issues merit even more attention in 2008-2009 as the Ministry of Finance underta-
kes an evaluation of the contents of the Fthics Guidelines and their two main mechanisms.
How should the procedures and guidelines be improved?

Note that this article leaves aside other intriguing issues, such as whether such filters are
in fact also conducive to long-term profit for a single investor. Thus the Investors’ initiative
‘Principles for Responsible Investment’ rest on the belief that

There is a growing view among investment professionals that environmental, social and
corporate governance (ESG) issues can affect the performance of investment portfolios.
Investors fulfilling their fiduciary (or equivalent) duty therefore need to give appropriate
consideration to these issues.5 '

They hold that

we believe that environmental, social, and corporate governance (ESG) issues can affect
the performance of investment portfolios (to varying degrees across companies, sectors,
regions, asset classes and through time). We also recognise that applying these Principles
may better align investors with broader objectives of society. Therefore, where consistent
with our fiduciary responsibilities, we commit to the following...’

Several research institutes, monitoring companies and indices such as FTSE4Good could help
determine the sectors, regions and asset classes in which such arguments of convergence bet-
ween profit maximization and normative concerns are sound. The present article assumes
there are areas where conflicts do remain, where investors must address partly conflicting
objectives and standards. |

Sections 1 and 2 present the ethical guidelines and show how the Council decides on its
recommendations. Section 3 considers whether such SRI by large investors can be said to be
effective and legitimate responses to the new challenges wrought by economic gioﬁalization;
Ate ethical constraints on investments part of a plausible reallocation of obligations of govern-
ments, companies, NGOs, investors and citizens? Section 4 indicates three of several possible
roles that SRI could play, while section 5 draws some conclusions. In particular, while the
mandate of the Council on Ethics mainly seeks to avoid complicity in wrongdoing, I suggest
that the Norwegian government’s efforts at SRI may also contribute to prevent wrungdoing by
others. Some of the work of the Council on Ethics could help set standards for several stake-
holders — if they are persuaded by the reasoning.

6 http://www.unpri.org/about/ (my emphasis).
7 http://www.unpri.org/principles/ (my emphasis).
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B. ABOUT THE NORWEGIAN GOVERNMENT
PENSION FUND (GLOBAL) AND THE COUNCIL ON ETHICS

Instructed by the Norwegian Parliament, the Ministry of Finance established Ethical Guideli-
nes for the Fund that entered into force December 2004, on the basis of a list of ethical con-
straints provided by Parliament.?

The guidelines restrict the Fund’s investment universe. The Fund shall not invest in cer-
tain corporations, as identified by a Council on Ethics which advises the Minister of Finance
on which companies should be excluded. The mandate of the Council specifies two central
tasks. Firstly, it shall recommend ‘negative screening’ of companies that produce weapons
that through normal use may violate fundamental humanitarian principles.

Secondly, the Council shall recommend the exclusion of corporations that by commissi-
on or omission pose an unacceptable risk:

* Serious or systematic human rights violations, such as murder, torture, deprivation of
liberty, forced labor, the worst forms of child labor and other forms of child exploitation

= Serious violations of individuals’ rights in situations of war or conflict

* Severe environmental damages

* Gross corruption

* Other particularly serious violations of fundamental ethical norms

The Council may act on its own initiative or as requested by the Ministry of Finance.

Assisted by a Secretariat the Council gathers necessary information as it sees fit to secu-
re satisfactory documentation to substantiate various claims made for and against the corpo-
ration in question. Information sources so far have included the companies’ own websites,
Jane’s Information Group, the Norwegian People’s Aid landmine division, Human Rights
Watch’s Arms Division, the International Campaign to Ban Landmines (ICBL), Norwegian
Defense researchers and the Norwegian Ministry of Foreign Affairs. The procedure incorpo-
rates an adversarial element in that companies considered for exclusion are contacted by the
Bank and invited to comment on the proposed recommendation before the Council makes its
final decision.

Recommendations are submitted to the Ministry of Finance, which in turn may instruct
the Norwegian Central Bank to exclude the specified companies. The Bank is usually given
two months to sell the shares, before the decision is made public. The recommendations are to
be made public regardless of whether the Ministry of Finance decides to follow them. It is
important to note that the mandate, the recommendations and their grounds are publicly avai-
lable at the Council web site http://www.etikkradet.no.

8 The guidelines are available at http://www.regjeringen.no/en/sub/Styrer-rad-
utvalg/ethics_council/Ethical-Guidelines. htm1?id=425277. Information about Parliament’s discussi-
ons, at hitp://www.stortinget.no/innb/2003/200304-1i0-010.html 9.2.2.



To give some indications of the workload of the Council, as of January 2007, 19 compa-
nies had been excluded.® Of the approximately 70 companies that the Council assessed in
2006, five recommendations for exclusion were made public by the Ministry by year’s end.
One company was reintroduced into the investment universe which had previously been
excluded. Some of these cases are presented below.

C. How THE CouNcIL ON ETHICS IMPLEMENTS THE SRI STANDARDS

In order to implement the guidelines they must be interpreted and operationalized, This takes
place in ways that merit some comments.

Consider first the negative screening of companies that manufacture arms or facilitate the
production of arms that violate fundamental humanitarian principles. As the debate in Parlia-
ment made clear, companies that “develop and produce key components for nuclear weapons™
should be excluded. Such “development and production” goes further than the actual produc-
tion of nuclear warheads, and includes missiles that carry these warheads, testing and main-
taining them.

Similarly, Parliament made clear that cluster weapons are to be excluded. One reason may
be that these weapons do not distinguish between military and civilian targets during - and
especially after — an attack, in violation of fundamental humanitarian principles. The Council
recommended the exclusion of companies that produce key components, such as the canisters
and guide mechanisms, and the ‘bomblets’ themselves. Similar arguments lay behind advice
to exclude companies involved in production of other weapons, such as anti-personnel mines.
The Council has laid out several criteria against which a company must be checked before
being held morally complicit in current human rights violations:

* There must be a linkage between the company’s activities and the relevant human rights
violations.

+ The violations must be perpetrated in order to secure the company’s interests.

* The company must have contributed to the violations, or be aware of the violations yet
refrain from attempts to prevent them.

* The violations must be ongoing, or there must be an unacceptable risk that they will occur
in the future, as for instance established by past conduct.

Thus, in 2005 the Council advised the Fund not to invest in the Kerr-McGee Corporation, due
to its contract with the governmental Moroccan oil company ONAREP to explore offshore oil
deposits outside Western Sahara.!? The concern of the Council here was the likelihood of
investments in the company placing the Fund at risk of contributing to acts or omissions that
would violate fundamental ethical norms. Moroccan authorities claim sovereignty over this

? Details are in the 2006 Annual Report, at
http://www.regjeringen.no/pages/1957930/engelsketikk_06.pdf.

10 Details are in the 2005 Annual Report, at
http://www.regjeringen.no/pages/1957930/Arsmelding%202005%20eng.pdf
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area, but in disagreement with the UN, which in 1963 established Western Sahara as a Non-
Self-Governing Territory under the UN Charter. The official Norwegian position is that no
governmental agency should act so as to prejudice the peace efforts of the UN. The Council
found that Kerr-McGee furthered Morocco’s undertaking to exploit natural resources in the
area, which could be in violation of international law, including the UN Charter and the Con-
vention on the Law of the Sea. When Kerr-McGee later ceased this activity, the company was
re-introduced into the investment universe.

In contrast, in 2005 the Council did not find the Fund’s investments in Total in violation
of the guidelines on account of Total’s operations in Myanmar (Burma), since not all these
conditions were met in this case. This case also illustrates how the Council interprets its man-
date to advise exclusion to avoid investing in corporations that would involve the Fund in “an
unacceptable risk of contributing to: Serious or systematic human rights violations ...”.

Total stood accused of complicity in past human rights violations when a gas pipeline was
constructed in 1995-98, and ongoing complicity insofar as Total continues to generate reve-
nues for the Myanmar regime. But the Council mandate holds that only risk of future violati-
ons of the guidelines should lead to exclusion, so past violations are irrelevant — unless they
indicate likely breaches in the future. The Council found it likely that Total was aware of
human rights violations in connection with the construction of the pipeline, and that the com-
pany did little to prevent such violations. But this in itself did not justify its exclusion from the
Fund. The Council considered it unlikely that Total would pursue projects in the future that
would involve similar human rights violations, partly due to the damage to its reputation affec-
ted by these allegations in the past. What might otherwise indicate a risk of facilitating future
human rights violations? It is of course difficult to lay out precise requirements, and certainly
not indicators that would serve as sufficient independent criteria to prevent such risks.

For instance, it is not at all clear whether a decision to include a ‘Code of Conduct’ will
suffice in the absence of credible measures of implementation. Furthermore, monitoring
mechanisms that fail to involve external bodies will not provide the sort of trustworthiness that
independent monitoring bodies can deliver.

Among the intriguing issues that must be resolved is how to determine the relevant kind
of moral complicity in human rights violations. There is, to be sure, some international case
law on companies’ complicity in war crimes, harking back to the Nuremberg tribunal that sen-
tenced senior executives of those German firms that provided Zyklon B gas to the Nazis.
John Ruggie, UN Special Representative of the Secretary-General on the issue of human

rights and transnational corporations and other business enterprises, addressed this issue in

his 2007 report. He notes that

‘Moral support’ can establish individual liability under international law, and the tribunals
have extended it to include silent presence coupled with authority. But a company trying
in good faith to avoid involvement in human rights abuses might have difficulty knowing
what counts as moral support for legal purposes. Mere presence in a country and paying
taxes are unlikely to create liability. But deriving indirect economic benefit from the
wrongful conduct of others may do so, depending on such facts as the closeness of the
company’s association with those actors. Greater clarity currently does not exist. Howe-
ver, it is established that even where a corporation does not intend for the crime to occur,



and regrets its commission, it will not be absolved of liability if it knew, or should have
known, that it was providing assistance, and that the assistance would contribute to the
commission of a crime. 1!

One might ask whether the Council has been correct in its risk assessment, whether Total is
likely to become morally complicit in future human rights violations in Myanmar. This is neit-
her the best place nor the best time to assess the Council’s efforts, but a few comments may
indicate the complexity and special features of these assessments. Firstly, we must distingu-
ish between a risk assessment and what actually ends up occurring. The Council must seek to
make an informed assessment of each case. Whether the assessment procedure is sound can
best be determined by considering far more cases. 7

Secondly, it may sometimes be more important to avoid either ‘false positives’ or ‘false
negatives’, 1.e., it might be thought better to exclude too many than too few — or indeed the
other way around. For instance, in the judicial system, it is often said that it is better to err on
the side that favors the guilty. However, in the case of exclusions from the investment univer-
se of the Norwegian Pension Fund, there are arguments in favor of seeking a risk assessment
that is as accurate as possible, since there are moral obligations both to maximize yield and to
avoid moral complicity in wrongdoing. |

Thirdly, we should keep in mind that the Council may at any time decide to revise its
recommendations — both to divest, and to include particular companies in the investment uni-
verse again. Such changes may depend on clear changes of substantive facts — as was the case
with Kerr-McGee — but might also depend on changes in various indications of risks of futu-
re human rights violations.

D. WHY SOCIALLY RESPONSIBLE
INVESTING Now: LEGITIMATE AND EFFECTIVE?

Citizens and NGOs who campaign for corporations to take more responsibility for the human
rights of their workers and third parties are sometimes criticized. Their critics say that they fail
to attend to the consequences: many such efforts by individual companies are said to be inef-
fective or even counterproductive. '

To illustrate. Objectionable company practices typically impose hardship on local com-
munities, or in using child labor exploit and violate workers’ basic rights. Yet some harsh
forms of child labor, while an evil, may regrettably be the least bad alternative for destitute
families. Moreover, the eradication of abuse is beyond the power of any individual company
or investor, especially since few binding norms are generally complied with. For instance, the
OECD guidelines call on companies to “contribute to the effective abolition of child

11 John G. Ruggie: “Business and Human Rights: Mapping International Standards of Responsi-
bility and Accountability for Corporate Acts. Report of the Special Representative of the Secretary-
General (SRSG) on the Issue of Human Rights and Transnational Corporations and Other .

Business Enterprises”, A/HRC/4/035 (2007), § 42.
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labour.”12 Yet individual companies have limited impact, and can hardly be expected to do
more than refrain from child labour themselves. If such a ‘socially responsible’ company exits
from a problematic situation it may in itself incur several unfortunate effects. Scrupulous
companies may move in and continue the abuse — treating workers with even less respect than
previously. On the other hand, if no other employer takes over, the child workers may be wor-
se off, faced with either unemployment or prostitution. For instance, UNICEF reported in the
aftermath of the US 1993 “Child Labor Deterrence Act’, barring manufactured imports from
foreign industries using child labor, the alleged firing by Bangladeshi manufacturers of
50,000 child workers. They were thereby forced into prostitution, street hustling and work of
an even more hazardous nature than before (UNICEF 1997).

A further difficulty with SRI and ethical guidelines in particular is that different concep-
tions of these instruments flourish. And worse: the norms are sometimes incompatible. They
lay out different substantive responsibilities in various norms and guidelines. And they differ
in how they allocate responsibility among corporations, NGOs and governments to secure
compliance, monitoring and enforcement of these norms.

In response to this criticism, consider first the global setting for these new calls for SRL

According to several parties, globalization requires a ‘realignment’ of responsibilities.
We must reconsider the moral responsibility of the various collective agents involved in glo-
bal governance of markets: corporations, states, intergovernmental bodies such as the UN,
NGOs — and investors.

As with most slogans, claims of the extent and impact of globalization are vague, perhaps
essentially contested, and often dubitable as general statements. But some central features
seem accurate. For our purposes, globalization is the fact that actions and practices systema-
tically affect others across territorial borders.

1In a historical vein, such global perspectives on economic affairs are of course not new.
More than two hundred years ago, the great economist - and moral philosopher —Adam Smith
observed in An Inquiry into the Nature and Cause of the Wealth of Nations'3 that

A merchant, it has been said very properly, is not necessarily the citizen of any particular
country. It is in a great measure indifferent to him from what place he carries on his trade,
and a very trifling disgust will make him remove his capital, and together with it all the
industry which it supports, from one country to another.

Global mobility has increased drastically since Smith’s time. The digital economy and growth
of powerful multinational corporations are shifting the locus of control away from domestic
governments and toward globally integrated financial markets and corporations. These shifts in
turn impact on governments’ perceived policy options. The traditional instruments of the state,
acting singly, have lost their ability to protect the vital interests of citizens, such as physical inte-
grity, civil rights, and meaningful influence over the institutions that shape their lives.

12 http://www.olis.oecd.org/olis/2000doc. nsf/LinkTo/daffe-ime(2000)20.
13 Adam Smith: An Inquiry into the Nature and Causes of the Wealth of Nations (London: Dent
1954, first published 1776).



The increased cross-territorial impact of international business, combined with the redu-
ced capacities of governments and civil society, indicates why international corporations and
those who invest in them stand in need of justification in ways that domestic corporations tra-
ditionally have not. We must rethink the distribution of responsibilities that used to justify
business and consumer practices in the domestic setting.

Formerly, sovereign states would often respond to global economic liberalization by
launching a domestic ‘grand social bargain’ to help cushion the impact on vulnerable social
groups by tariffs, redistribution by taxation and other means. National welfare states have
been able to respond in different ways to avoid dismantling social protection schemes. 4 John
Ruggie describes how governments in many economically developed states were able to cre-
ate and maintain a ‘grand social bargain’ to share the adjustment costs of opening up the mar-
kets. Crucial components of the compromise were governments’ ability to buffer the impact
by means of tariffs and exchange rates, and finance social investments and safety nets.!3

Under the new conditions of globalization, the opportunities to protect citizens seem ble-
aker, even for developed states —not to mention developing countries and weak states. The sta-
te is no longer the unchallenged policy maker, and companies simply policy takers; nor can
states individually ‘embed’ economic liberalism. Individual states are policy peddlers, and
multinational corporations are, if not policy makers, at least vocal policy shoppers. The glo-
bal competition for capital and corporations within a highly interdependent global economy
threatens many of the instruments the state has at its disposal to protect and promote the wel-
fare of its citizens.!6 Arguably, as regards developed welfare states, these threats are someti-
mes overdrawn,!” But economically less developed states clearly face many such challenges
under economic globalization. Sometimes states seek to regain control by backing internati-
onal regulations that address the collective action problems of states competing against each
other, e.g., within the European Union, or by the use of ILO Conventions. But many collecti-
ve action problems remain, especially among poor and weak states. They may be ‘willing’,
but find themselves unable to uphold strict labor and human rights standards against corpo-
rations who can credibly threaten to move their business to other, more *business-friendly’ ter-
ritories. ;

Economic and financial globalization may thus render states unable to continue costly
policies in pursuit of citizens’ social and political rights. Corporations can evade states’
instruments of taxation, final legal adjudication, and regulation, Governments are therefore
led to compete for mobile capital and multinationals — leading, some fear, to a race o the bot-
tom on such crucial issues as wages, labour rights, and environmental and safety standards.

14 Fritz W Scharpf: “The Viability of Advanced Welfare States in the International Economy: Vul-
nerabilities and Options” (2000), 7 Journal of European Public Policy, 2:190-228.

15 John G. Ruggie: “International Regimes, Transactions and Change: Embedded Liberalism in
the Postwar Economic Order” (1982), 36 International Organization.

16 John G. Ruggie: “Taking Embedded Liberalism Global: The Corporate Connection” in David
Held and Mathias Koenig-Archibugi (eds.): Taming Globalization (Cambridge: Cambridge University
Press 2003).

17 Paul Pierson (ed.): The New Politics of the Welfare State (Oxford: Oxford University Press
2001).
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These changes affect the moral justification of a distribution of responsibilities between sta-
tes and corporations.

Adam Smith famously argued that under certain conditions even self-motivated market
agents would freely exchange goods in such ways that some would be better off without ren-
dering any one worse off. So self-interested actors operating in markets can be morally defen-
sible. But such a defense relies on an elaborate distribution of social responsibility between
what we may think of as corporations, government, NGOs, and civil society. Proponents of
free markets have hailed Adam Smith, ignoring that he argued for several constraints on the
market, even beyond those needed to correct its ‘imperfections’.18 Smith insisted that govern-
ments must not only regulate the market and correct market failures, but must also take on fur-
ther tasks. The government should redistribute through taxation on luxury items to benefit the
poor, schools must socialize all to full citizenship, and there must be bodies that can scrutini-
ze governments and corporations. Elaborating on this defense, we may say that corporations
may be permitted to focus exclusively on value creation, but only when other bodies can ensu-
re the background conditions for a just distributive outcome overall, in a complex division of
moral labour. It is within such a broader system that Milton Friedman’s claims might be justi-
fiable, that

a corporate executive is an employee of the owners of the business. He has direct respon-
sibility to his employers. That responsibility is to conduct the business in accordance with
their desires, which generally will be to make as much money as possible while confor-
ming to the basic rules of the society, both those embodied in law and those embodied in
ethical custom. !9

Such a defense of the legitimacy of unbridled pursuit of profit by corporations and their inves-
tors fails under globalization, The requisite distribution of moral labor does not occur: Third
parties are affected without compensation; urgent obligations to protect workers’ rights and
other human rights go unmet; and educational opportunities are poor or non-existent — partly
because governments are unable or unwilling to tax. So the distribution of roles has shifted.
The problem is particularly striking and urgent insofar as multinational corporations thems-
elves appear to be part of the reason why many governments cannot secure the basic interests
and human rights of their citizens. Governments appear unable to secure a decent economic
floor and a safe working environment for workers in the global economy, for fear that such
requirements will lead multinationals to exit.

18 See Andreas Follesdal: “Political Consumerism as Chance and Challenge” in Michele Miche-
letti, Andreas Follesdal and Dietlind Stolle (eds.): Politics, Products and Markets: Exploring Political
Consumerism Past and Present (New Brunswick, N.J.: Transaction Press 2004) 3-20; and especially
Debra Satz: “Liberalism, Economic Freedom, and the Limits of Markets” (2007) Social Philosophy
and Policy, for details.

19 Milton Friedman: “The Social Responsibility of Business Is to Increase Its Profits” in Thomas
L. Beauchamp and Norman E. Bowie (eds.): Ethical Theory in Business (Englewood Cliffs, N.J.: Pren-
tice-Hall 1970) 71-83, 153,



Under these conditions, corporations and investors must reconsider why they should still
be excused from all other moral obligations than the pursuit of their economic self-interest. I
submit that these changes in the options and capacities of corporations and domestic govern-
ments demolish plausible claims to corporations’ and their investors’ license to pursue profits
unbridled. If global markets and their major players are to be normatively justified, they may
have to shoulder the responsibility to distribute benefits and to prevent harms, together with
states, international civil society and consumers. At least they may have to do so until such
times as states, or a coalition of states, do so reliably. When weak governments individually
are unable or unwilling to enforce the requisite human rights regulations, as a temporary solu-
tion corporations could respond responsibly to this ‘governance gap’.20 Norms that prohibit
individual corporations from contributing to human rights violations and other forms of Soci-
ally Responsible Investing (SRI) may be part of such requirements of justice. With such obli-
gations, the ‘global basic structure’ as a whole may satisfy the normative requirement of pro-
tecting the vital interests of all - even under economic globalization where legitimate politi-
cal structures of governance are not yet in place.

I submit that ethical guidelines and other forms of SRI and Corporate Social Responsi-
bility may be best interpreted and assessed in this light.

E. THREE ROLES OF SOCIALLY RESPONSIBLE INVESTING

There are at least four different uses of ethical disinvestment criteria and other forms of SRI,
each with its own objectives and justifications.2! Some of these may fit better for investors,
others for states, and yet others for consumers. For our purposes, I leave one of these roles of
SRI aside: namely in promoting investors’ profit. Interesting research is under way on this
issues, and more should be done. However, with regard to the normative dilemmas, the three
other roles are of greater significance.

Firstly, such disinvestment, boycotts etc. may be expressive of own values. Harking back
to the religiously based hesitations about the market, as well as Immanuel Kant, boycotts of
goods and shares and other modes of non-cooperation have been regarded as a way to disas-
sociate oneself from what is regarded as evil acts and practices.?2 Indeed, this seems to have
been a main motivation behind the first disinvestment movement in history, that of the
Quakers from the slave trade. In 1696 and 1698, the Philadelphia Yearly Meetings of Friends
advised against involvement in the slave trade as a business venture. By Quaker lights these
corporations should be shunned as inconsistent with the will of God, minimal standards of
Jjustice and the golden rule.

This mode of reasoning seeks to remove the causal chain between one’s own acts and
their immoral outcomes, and ensures that what human rights violations occur, at least do not

20 Ruggie, 2007, § 82 (see footnote 11).

21 For elaboration of four agendas that only partially intersect with these three objectives, see Val-
lentin 2003, 118-19 (see footnote 3 and 4).

22 See Thomas E. Hill: “Symbolic Protest and Calculated Silence” (1979) 9 Philosophy and Pub-
lic Affairs, 1: 83-102.
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come about through one’s own agency. Similar motives often seem to underlie consumer boy-
cotts.2? Such conceptions of respecting human rights may be criticized as moral self indul-
gence, or even impossible to monitor for global investors involved in a multitude of corpora-
tions operating globally. Yet this justification also avoids some of the standard criticisms of
ineffectiveness, since the objective is not to prevent all suffering and human rights violations,
but to remove the agents’ moral responsibility for it.

A second conception of ethical criteria regards them as self-imposed, voluntary con-
straints on company practices. The UN Global Compact partly serves this role.?4 There may
of course be many reasons why corporations sign up to agreements that seek to further or
comply with states’ human rights obligations. One important reason may be profits — there
does seem to be a demand for SRI (Vallentin 2003, 119). Other reasons include fears of con-
sumer sanctions, to attract good employees — and a fear that unless voluntary codes are agre-
ed to, governments will impose more stringent codes. Such voluntary approaches may well
contribute to the socialization Adam Smith required, and foster learning, trust and better prac-
tices that may gain general support over time.25And if enough companies participate they
may prevent a significant number of human rights violations — especially if they also commit
to impose such constraints on their supply chains. These beneficial effects may occur even
under ‘partial compliance’, if enough non-signatories fail to comply.

On the other hand, such voluntary agreements may be criticized on several grounds,
ranging from their anemic content owing to a market for cheap and vague non-monitored
standards, to the real risks for compliers incurred by noncompliance by the rest.26 If unscru-
pulous competitors rush in where more honorable corporations fear to tread, the costs may be
too high for those who exit, while the oppressed only experience a change of oppressor.

A third conception of ethical criteria may be as a supplement and support for global regu-
lations ‘with teeth’, such as legal human rights obligations placed directly on corporations —
which are not yet in place. On this view SRI and other forms of CSR are important compo-
nents of regimes that may in time promote human rights, environment and other worthy goals.
But these measures cannot and should not replace efforts at establishing binding regulation.

23 Michele Micheletti, Andreas Follesdal and Dietlind Stolle (eds.): Politics, Products and Mar-
kets: Exploring Political Consumerism Past and Present. (New Brunswick, N.J.: Transaction Press
2004); and Michele Micheletti and Andreas Follesdal: “Shopping for Human Rights — Special Issue”
(2007) 30 Journal of Consumer Policy, 3.

24 Jnited Nations Global Compact Network: “The Global Compact” (2001).

25 See Archon Fung, Dara O’Rourke, and Charles Sabel: “Realizing Labor Standards: How
Transparency, Competition, and Sanctions Could Improve Working Conditions Worldwide” (2001)
Boston Review; and Ruggie, 2007 (see footnotes 11 and 20).

26 Human Rights Watch: “Corporate Social Responsibility: Letter to Kofi Annan.” (2000); Menno
T Kamminga: “Holding Multinational Corporations Accountable for Human Rights Abuses: A Chal-
lenge for the European Community” in Philip Alston, Mara R. Bustelo and James Heenan (eds.): The
EU and Human Rights (Oxford: Oxford University Press 1999); and John G. Ruggie: “Promotion and
Protection of Human Rights — Interim Report of the Special Representative of the Secretary-General
on the Issue of Human Rights and Transnational Corporations and Other Business Enterprises” (2006)
E/CN.4/2006/97.



SRI and ethical guidelines may in time move companies to favor governments’ regulation and
capacity building. This would seem to be the position of the European Parliament when it sug-
gested the European Monitoring Platform in 1998.27 This platform seeks to create common
European guidelines, with public hearings to illuminate good and bad practices, and aid and
other public finances as sanctions. The Special Representative of the UN Secretary-General
envisions similar processes.28

The aims of such guidelines could include

+ Standard setting, voluntary and obligatory, to establish expectations and credible threats of
‘shaming’ and other reputational costs for those corporations that violate them.

» Shifts in the expected payoffs for corporations that consider policies that violate such stan-
dards.

+ To help governments’ maintain high human rights and labor standards, by reducing their
fear that other states will violate these standards to attract corporations.

F. ConcLusIoN: Is THE CouNciL oN ETHicS EFFECTIVE?

We can now return to assess the efficacy of efforts by the Fund and the Council on Ethics’ at
implementing ethical standards. The cursory overview of the three conceptions supports a
less pessimistic view.

Firstly, the mandate of the Council is clearly a case of the first kind: an expression of own
values. It primarily seeks to avoid complicity of the Fund with morally problematic corpora-
te practices. Effectiveness on this score is centrally an issue of whether the Council’s under-
standing of *moral complicity’ is reasonable, e.g. in sufficient agreement with current trends
in international law, and in accordance with scholars’ consensus.2® Also, such effectiveness
requires that the Council succeeds in identifying the companies involved in violations. Note
that continued environmental degradation and human rights violations by other investors do
not challenge this objective, because the main concern is that such violations do not occur by
own hands.

I submit that this is an honorable and justifiably moral objective. But it might be critici-
zed on at least two grounds: it is not enough, and it is counterproductive. Firstly, it may be
objected that simply being an investor in our deeply unjust global economy renders the inves-
tor morally guilty. I submit that at least as regards the Norwegian Parliament, this criticism
does not hold up. Exclusion of corporations is not the only effort. Parliament also requires the
Pension Fund to be involved in active ownership strategies to improve their human rights
record when necessary. And Parliament also allocates funds for capacity building and other
international aid to weak and poor states.

27 European Parliament 1998.

28 Ruggie, 2007 (see footnotes 11, 20 and 25), John G. Ruggie: “Business and Human Rights: the
Evolving International Agenda” (2007b), KSG Faculty Research Working Paper Series 07/029.

29 See Christopher Kutz: “Acting Together” (2000) Philosophy and Phenomenological Research;
and the overview in Ruggie, 2007 (see footnotes 11, 20, 25 and 28).
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With regard to the second criticism, there are several reasons to believe that the exclusi-
on mechanism is not counterproductive. On the contrary, if the following considerations are
plausible, the Council may also contribute to the two other conceptions of guidelines and SRI:
to promote compliance with human rights by individual corporations, and to promote a better
regime for corporations in the longer run.

Recall that the particular set of norms is operationalized, applied and monitored by the
Council in public, reasoned ways that include adversarial components. These procedures may
help develop a robust and defensible human rights regime that regulates corporations, in seve-
ral ways. Firstly, the Council could help identify violators in ways that can be copied by other
investors. The Council can also foster consensus on these norms among companies, NGOs
and other investors alike, by demonstrating their amenability to operationalization. Such
transparent standard-setting and monitoring are crucial for the development of international
or transnational regimes in the longer run.

I conclude by noting some of the conditions that must be in place if the Council is to have
such impacts over time. These suggestions may be relevant when the Ministry of Finance eva-
luates the Guidelines and the mechanisms.

Publicity and argued decisions are necessary to maximize shaming effects, to facilitate
copying by other investors, to strengthen NGOs and other concerned parties, and to facilitate
the corporation’s strategies for improvement.

Also, the divestment threat must be predictable and credible. This requires publicity and
carefully reasoned decisions. Furthermore, there should be procedures for re-inclusion in the
investment universe. Once excluded, there should be real, predictable prospects of having a
divestment decision rescinded, to incentivize the corporation to engage in dialogues with
‘future shareholder’

The substantive norms must enjoy widespread acceptance — as is arguably the case with
the standards of the Mandate. The operationalizations and quasi-judicial judgments must also
be convincing to the general public and relevant stakeholders.

So while the mandate of the Council on Ethics mainly seeks to avoid complicity in wrong-
doing, I have argued that the Norwegian government’s efforts at SRI may also contribute to
prevent the wrong-doing by others. It may do so by to standard setting and monitoring that
impacts and is used by several stake holders.

It remains to be seen whether the Council on Ethics will indeed have such effects, e.g.
whether corporations, investors and other states are convinced both by the mandate and by the
reasoning of the Council. If broadly shared, the ethics standards may help investors that seek
to act responsibly, and thus help shift the expectations and behavior of corporations and
governments toward a more just international basic order.
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$ 20.00 L L ,

01 Jan 01 Jul 01 Jan0d Jul 01 Jan0O1 Jul 01 Jan0Ol Jul 01 Jan Ol Jul 01 Jan
1999 1993 2000 2000 2001 2001 2002 2002 2003 2003 2004

(Source: Michael H. Rea(2006), The Role of Sustainability Reporting m the Boardroom)

* Talisman Energy’s complicity in the Sudanese Government’s human rights abuse brings SRI investors” engagement
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IO. Business Analysis (1): [Portfolio Analysis] SUSTINVEST HR Analysis F/W

1. Intro to SUSTINVEST's HR Analysis F/W: Evaluation Model

ESGFI Model?

<ESGFI MOde|> ESGFI Model is a tool developed
5 : by Sustinvest to evaluate the
Su rvey Publication sustainability of a company using
ENVIRONMENT criteria such as the Environment,
Society, Governance, and Internal
Capacity.
Supply Chain

Employee Satisfaction
Customer Satisfaction l
Product Liability

SOCIETY

Community Relations

[ Human Rights ]_I6 Human Rights
(Quantification / Comparative

GOVERNANCE Assessment / Weightings

according to category)

= [<orean Chamber of Commerce and

Industry initiates a sustainable

rmanagement questionnaire

= TheIndex has a simple structure
(Complex indexing frameworks are 100% Grade and
avoided)
=Domestic/foreign standard, evaluation divided into 5 classes
framework, policies and regulations are
considered

sInterview of domestic industry expert

2007-01-13 SUSTINVEST Consulting & Research




IO. Business Analysis (1): [Portfolio Analysis] SUSTINVEST HR Analysis F/W

Human Rights & )

1. Intro to SUSTINVEST's HR Analysis F/W: Index

Level Core Issue Index Criteria Source

HRO1 Brand Positioning

Strategic Reputation from

Hurmnanitarian Cooperation and auditing
Approach Philosophy HRO2 from external Human Rights
organizations
HRO3 Human Rights Principle
HRO4 Labor Union
. Surveys
Hurmnan Rights - . . ¥
At Work Place HRO Human Rights Education Publications
Risk HRO& Complaint System Reports
Management .
HRO7 Gender Equality Media
HROE Human Rights Violations in
Hurman Rights in Civil - Oversees departments
Sacety . -
HRO9 Equal Employment Policies
Legal i
g. HquEankR|&j|.;hts HR10 Equal Employment Law
Compliance at Work place

IO. Business Analysis (1): [Portfolio Analysis] SUSTINVEST HR Analysis F/W

Huoman Rights & )

2. Evaluation Results Descriptive: Highlights

» Summary (source. SUSTINVEST ESGFI Mode! Data Stream)

SIZE AVG STDEV MAX MIN
164 63.14% 16.34% 100.00% 30.71%
» Weight
Weight
Strategic Risk Legal
Approach Management Compliance
HIGH MIDDLE LOW
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IO. Business Analysis (1): [Portfolio Analysis] SUSTINVEST HR Analysis F/W
Homan Rights & b

2. Evaluation Results: Distribution Chart

» Normal Distribution of Human Rights performance
(source. SUSTINVEST ESGFI Mode/ Data Stream)

STDEV: 16.34%

100%

IO. Business Analysis (1): [Portfolio Analysis] SUSTINVEST HR Analysis F/W

Homan Rights & )

2. Evaluation Results: Industry

» Industry distribution

25T ESGFY

Information

Technology, 18%
Materials, 24%

Industrials, 10%

-“"‘-..‘__‘ /
)

Consumer
Discretionary, 18%

Refer to GICS, Global Industry Classification Standard
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I. Business Analysis (U: [Portfolio Analysis] SUSTINVEST HR Analysis F/W
Human Rights & )

2. Evaluation Results: Industry

» Distribution of Human Rights Evaluation by Industry

FI Modeal Data Stream)

IO. Business Analysis (U: [Portfolio Analysis] SUSTINVEST HR Analysis F/W

Huoman Rights & )

2. Evaluation Results: Market Cap.

» Human Rights Evaluation by Market Cap.

(source. SUSTINVEST ESGFI Mode/ Data Stream)

B It is clear that Small Caps, compared to Mid/Large Caps have
significantly lower Human Rights standards

62.83%

Large CAP (5! Mid CAP (3
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IO. Business Analysis (1): [Portfolio Analysis] SUSTINVEST HR Analysis F/W
Homan Rights & b

2. Evaluation Results: Market / Size

» Human Rights Evaluation by Market / Size

p_Little difference in Human Rights results when
comparing the Market and Size.

63:37%

KOMBINAT {

IO. Business Analysis (1): [Portfolio Analysis] SUSTINVEST HR Analysis F/W

Homan Rights & )

2. Evaluation Results Descriptive: Index Group

» Distribution of Human Rights evaluation by index group

GFI Mode/ Data Stream)

99.4% 100.0%

87-8% ‘ ‘
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IO. Business Analysis (U: [Portfolio Analysis] SUSTINVEST HR Analysis F/W

Human Rights & )

2. Evaluation Results: Core Issues

» Distribution of Core Human Rights Issues
(source. SUSTINVEST ESGFI Mode/ Data Stream)

P Relatively less company consider Brand
positioning as Human Right

Brand Positioning as Human Human Rights at Workplace Human Rights a
Rig

II. Business Analysis (U: [Portfolio Analysis] SUSTINVEST HR Analysis F/W

Huaman Rights & )
3. Analysis of portfolio’s past performance: Methodology and
Conclusion

» Length: Jan 2nd 2006 ~ Oct 31t 2008

» Subject: According to the analysis, the trends of the daily cumulative
earnings of the top 20% (21 companies) and the bottom 20% (24
companies)

» Weights: Equal weighting applied

» Equity Earnings Calculation: Based on daily change in market

capitalization

[Analysis R esults]

= The final cumulative earnings in the higher group is 23.28% in excess of the lower group

= Early on during bullish market conditions, the topZl’ group underperformed relative to the bottom24
group, but recently during bearish conditions, we can see the opposite occur.

» Judging from the chart, it can be seen that the top21 group is less volatile, and mare ‘bear-resistant’.
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IO. Business Analysis (1): [Portfolio Analysis] SUSTINVEST HR Analysis F/W

Homan Rights & b

_Bullish Conditions Bearish Conditions

3. Portfolio’'s Equity Performance Analysis: Conclusion

p Comparing the Returns of the top 20% and the bottom 20%

(source. SUSTINVEST ESGFI Mode/ Data Stream)

TOP

——BOTTON

IO. Business Analysis (1): [Portfolio Analysis] SUSTINVEST HR Analysis F/W

Homan Rights & b

4. Focus List Company Analysis: Intro

» Companies that have been brought to the public eye due to problem
concerning employees, consumers, and society has been selected for the Focus

List

Samsung

= ‘No labor union’ policy

Hyundai Motors

= [ndian Office does not allow labor unions and stc;
oppression of labor rights

Hyundai Mipo Dockyard

= Illegal Subcontracting (viclation of Equal Pay Act)

= String of mysterious employee deaths. (health and

Hankook Tire ) _
safety problems)
Haitai = Melamine (Misalang)
congsan = Cluster Bomb Production(viclating international
Hanhwa regulations, against humanitarianism)

Daewoo international

= Myanmar Shwe Gas Project
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II. Business Analysis (U: [Portfolio Analysis] SUSTINVEST HR Analysis F/W

Human Rights & )

4. Focus List Company Analysis: Analysis Output

» Comparing ‘Focus List’ Human Rights results with non-Focus List companies results
(source. SUSTINVEST ESGFI Mode/ Data Stream)

p Companies listed on the Focus List®
have considerably lower results compared
to the average of non-Focus List’
companies

FOCUSLIST {

Huoman Rights & )

Table of Contents

IIl. Business Analysis 2): [Case Study] Company ‘H" Workplace Accident
Event Analysis
1. Company ‘H: Development of the Incident

2. Company 'H: 2007~08 Curulative Returns Trend

3. Case Study Methodaology

4. Conclusion
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II. Business Analysis 2): [Case Stucdy] Company 'H Workplace Accident Event Analysis

Homan Rights & b

1. Company ‘H: Development of the Incident

Date

Report

Features

Nov. 102007

Nov. 23t 2007

Nev. 29t 2007

Jan. 09t 2008

Feb. 20t 2008

Regional Press reports 8 workers’ mysterious sudden death
within 1 year in the company H's workplace

Company H comes up with the countermeasure under
Regional labor office guide and supervise. The company
announces that labor-management TF will operate ‘Labor-
management self-check’

From Oct. 1%, the ministry of labor announces that they
started epidemiological test and are on working

According to company H workers” sudden death, President
instructs investigation not only to the Ministry of Labor but
also to the Board of Audit and Inspection.

Final result announcement of epidemiological test : “There
isthe relationship between workers’ death and workplace
environment

First suspicious report

First government intervene

On-going epidemiclogical test re
ported

President's special instruction

Final result announcement of Epi
demiological test

Homan Rights & )

M. Business Analysis 2): [Case Stucly] Company 'H Workplace Accident Event Analysis

2. Company ‘H’ 2007~2008: Cumulative Returns Trend

p 2007.01.02~2008.11.19 Cumulative Returns trend and Events
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. Business Analysis 2): [Case Study] Company 'H" Workplace Accident Event Analysis

Human Rights & )

3. Case Study Methodology

= Summary of Methodology
» Track non-regular movementsin share return around the event (+5 day)
= The event Occurs
» Record the main points of the event and extract 5 events that may affect the investor
— Use the first date of publication and the date of the event as evidence
= EventSearch: Using KINDS or NAVER like portals to find company name related
keywords
= Abnormal Earnings Modeling

= Systematic Risk: With respect to the event, from 2 weeks to 1 year before, the eamings
model from the linear regression between the market index and the company share
return

* Non-systematic Risk: The resicdual removed systematic risk from the actual share return
— abnormal share return

= Market Index: KOSPI

2007-01-13 SUSTINVEST Consulting 8 Research 23

. Business Analysis 2): [Case Study] Company 'H" Workplace Accident Event Analysis

Huoman Rights & )

3. Case Study Methodology

Are of inherent effect on
profitability from the Human
Rights issue

Abnormal Returns

Company'sinitial

risk \ 4
A
1
1
Arsathat can be :
systematicall 1
af)f(:ected by th); . Normal Returns
market 1
1
1
2007-01-13 SUSTINVEST Consulting 8 Research
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II. Business Analysis 2): [Case Stucdy] Company 'H Workplace Accident Event Analysis

Homen Rights & |
4. Conclusion®: Initial suspicion and date of report p
2007.08.17

P Regional Press uncovers 'H' company’s mysterious deaths of employees

II. Business Analysis 2): [Case Stucdy] Company 'H Workplace Accident Event Analysis

Homan Rights &
4. Conclusion(®): Related Authority’s officially start to
Intervenep 2007.09.04

P Related authorities begin to officially monitor the working site
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. Business Analysis 2): [Case Study] Company 'H" Workplace Accident Event Analysis

Hurran Rights & &
4. Conclusion®): Medical Examination from related
Authorities p 2007.11.05

» Related authorities reports medical examinations took place from 1 mth bf the event

. Business Analysis 2): [Case Study] Company 'H" Workplace Accident Event Analysis

Harran Rights & &
4. Conclusion@): Special Presidential Auditing is
ordered p 2007.12.05

» President Roh orders special monitoring from the auditing division
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II. Business Analysis 2): [Case Stucy] Company 'H Workplace Accident Event Analysis
Homan Rights & b

4. Conclusion(®: Medical Examinations results were
related to the deaths p 2008.02.20

» The medical examination proved the deaths were related to the medical results

Homan Rights & b

Table of Contents

IV. Conclusion and Comments
1. Reality of Korean Company's Human Rights [ssues

2. Human Rights from an Investors Perspective
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IV. Conclusion and Comments
Human Rights & )

1. Reality of Korean Company’s Human Rights Issues

= According to size and industry the results of the Human Rights Analysis differs

= Results differ according to the Human Rights issues as well
= Relatively lower results were seen in Human Rights Brand imags, external Human Rights
organization cooperation, and sexual equality in the work-place.
= The rest were functionally higher
= From a Share Earnings Perspective, companies that had better results in the Human
Rights analysis are more stable and outperformed in the bearish market condition
those that had bad results
= Limitations
= Heavy reliance on surveys led to higher than expected results (positive bias)
=  More qualitative evaluations are required

= Nevertheless, this shows the lack of information provided for investors — transparency of a
diverse range of information will help the application of human rights issues in the capital
market.

IV. Conclusion and Comments

Huoman Rights & )

2. Human Rights from an Investors Perspective

* Asseen in Focus list and Company 'H’, human rights issues can have

negative effects on share prices.

» The share price showed signs of movement before the actual human

rights issue occurs

* Human Rights Issues regarding Investors
= Public information required for investors to make rational and fair decisions.

= Forthe stable share price, human rights issues should be analyzed in the

evaluation process
= Additional in-depth research and analyze are required
= Issues that abide to foreign and global standards must be recognized

(Premise of the capital market development and globalization)
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SUSTINVES Toases st

(F)M2EHAE

END OF PRESENTATION

"Thank you for kind attention.”

Research and analysis joint participant
sustinvest Researcher. Dongcheon Park
Intern. Irwha Jeon / Jungah Hwang
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Universal

Declaration of
Human Rights

208

Preamble

Whereas recognition of the inherent dignity and of the equal and inalienable rights of all members of

the human family is the foundation of freedom, justice and peace in the world,

Whereas dz'sregdra’ and contempt for human rights have resulted in barbarous acts which have
outraged the conscience of mankind, and the advent of a world in which human beings shall enjoy
freedom of speech and belief and freedom from fear and want has been proclaimed as the highest

aspiration of the common people,

Whereas it is essential, if man is not to be compelled to have recourse, as a last resort, to rebellion

against tyranny and oppression, that human rights should be protected by the rule of law,
Whereas it is essential to promote the development of friendly relations between nations,

Whereas the peoples of the United Nations have in the Charter reaffirmed their faith in fundamental
human rights, in the dignity and worth of the human person and in the equal rights of men and women

and have determined to promote social progress and better standards of life in larger freedom,

Whereas Member States have pledged themselves to achieve, in cooperation with the United Nations,

the promotion of universal respect for and observance of human rights and fundamental freedoms,

Whereas a common understanding of these rights and freedoms is of the greatest importance for the

full realization of this pledge,
Now, therefore, The General Assembly,

Proclaims this Universal Declaration of Human Rights as a common standard of achievement for all
peoples and all nations, to the end that every individual and every organ of society, keeping this
Declaration constantly in mind, shall strive by teaching and education to promote respect for these
rights and freedoms and by progressive measures, national and international, to secure their universal
and effective recognition and observance, both among the peoples of Member States themselves and

among the peoples of territories under their jurisdiction.



Article I

All human beings are born free and equal in dignity and rights. They are endowed with reason and

conscience and should act towards one another in a spirit of brotherhood.

Article 2

Everyone is entitled to all the rights and freedoms set forth in this Declaration, without distinction of
any kind, such as race, colour, sex, language, religion, political or other opinion, national or social
origin, property, birth or other status.

Furthermore, no distinction shall be made on the basis of the political, jurisdictional or international
status of the country or territory to which a person belongs, whether it be independent, trust, non-self-

governing or under any other limitation of sovereignty.

Article 3

Everyone has the right to life, liberty and security of person.

Article 4
No one shall be held in slavery or servitude; slavery and the slave trade shall be prohibited in all their

forms.

Article 5

No one shall be subjected to torture or to cruel, inhuman or degrading treatment or punishment.

Article 6

Everyone has the right to recognition everywhere as a person before the law.
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Article 7
All are equal before the law and are entitled without any discrimination to equal protection of the law.
All are entitled to equal protection against any discrimination in violation of this Declaration and

against any incitement to such discrimination.

Article 8

Everyone has the right to an effective remedy by the competent national tribunals for acts violating the

fundamental rights granted him by the constitution or by law.

Article 9

No one shall be subjected to arbitrary arrest, detention or exile.

Article 10
Everyone is entitled in full equality to a fair and public hearing by an independent and impartial

tribunal, in the determination of his rights and obligations and of any criminal charge against him.

Article 11

1. Everyone charged with a penal offence has the right to be presumed innocent until proved guilty
according to law in a public trial at which he has had all the guarantees necessary for his defence.

2. No one shall be held guilty of any penal offence on account of any act or omission which did not
constitute a penal offence, under national or international law, at the time when it was committed.
Nor shall a heavier penalty be imposed than the one that was applicable at the time the penal offence

was committed.



Article 12
No one shall be subjected to arbitrary interference with his privacy, family, home or correspondence,
nor to attacks upon his honour and reputation. Everyone has the right to the protection of the law

against such interference or attacks.

Article 13
1. Everyone has the right to freedom of movement and residence within the borders of each State.

2. Everyone has the right to leave any country, including his own, and to return to his country.

Article 14
1. Everyone has the right to seek and to enjoy in other countries asylum from persecution.
2. This right may not be invoked in the case of prosecutions genuinely arising from non-political crimes

or from acts contrary to the purposes and principles of the United Nations.

Article 15
1. Everyone has the right to a nationality.

2. No one shall be arbitrarily deprived of his nationality nor denied the right to change his nationality.

Article 16

1. Men and women of full age, without any limitation due to race, nationality or religion, have the
right to marry and to found a family. They are entitled to equal rights as to marriage, during
marriage and at its dissolution.

2. Marriage shall be entered into only with the free and full consent of the intending spouses.

3. The family is the natural and fundamental group unit of society and is entitled to protection by

society and the State.

211



212

Article 17
1. Everyone has the right to own property alone as well as in association with others.

2. No one shall be arbitrarily deprived of his property.

Article 18

Everyone has the right to freedom of thought, conscience and religion; this right includes freedom to
change his religion or belief, and freedom, either alone or in community with others and in public or

private, to manifest his religion or belief in teaching, practice, worship and observance.

Article 19
Everyone has the right to freedom of opinion and expression; this right includes freedom to hold
opinions without interference and to seek, receive and impart information and ideas through any media

and regardless of frontiers.

Article 20
1. Everyone has the right to freedom of peaceful assembly and association.

2. No one may be compelled to belong to an association.

Article 21

1. Everyone has the right to take part in the government of his country, directly or through freely
chosen representatives.

2. Everyone has the right to equal access to public service in his country.

3. The will of the people shall be the basis of the authority of government; this will shall be expressed
in periodic and genuine elections which shall be by universal and equal suffrage and shall be held by

secret vote or by equivalent free voting procedures.



Article 22

Everyone, as a member of society, has the right to social security and is entitled to realization, through

national effort and international co-operation and in accordance with the organization and resources of

each State, of the economic, social and cultural rights indispensable for his dignity and the free

development of his personality.

Article 23

1.

Everyone has the right to work, to free choice of employment, to just and favourable conditions of

work and to protection against unemployment.

. Everyone, without any discrimination, has the right to equal pay for equal work.

. Everyone who works has the right to just and favourable remuneration ensuring for himself and his

family an existence worthy of human dignity, and supplemented, if necessary, by other means of

social protection.

. Everyone has the right to form and to join trade unions for the protection of his interests.

Article 24

Everyone has the right to rest and leisure, including reasonable limitation of working hours and

periodic holidays with pay.

Article 25

1.

Everyone has the right to a standard of living adequate for the health and well-being of himself and
of his family, including food, clothing, housing and medical care and necessary social services, and
the right to security in the event of unemployment, sickness, disability, widowhood, old age or other

lack of livelihood in circumstances beyond his control.

. Motherhood and childhood are entitled to special care and assistance. All children, whether born in

or out of wedlock, shall enjoy the same social protection.
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Article 26

1. Everyone has the right to education. Education shall be free, at least in the elementary and
fundamental stages. Elementary education shall be compulsory. Technical and professional education
shall be made generally available and higher education shall be equally accessible to all on the basis of
merit.

2. Education shall be directed to the full development of the human personality and to the
strengthening of respect for human rights and fundamental freedoms. It shall promote
understanding, tolerance and friendship among all nations, racial or religious groups, and shall
further the activities of the United Nations for the maintenance of peace.

3. Parents have a prior right to choose the kind of education that shall be given to their children.

Article 27

1. Everyone has the right freely to participate in the cultural life of the community, to enjoy the arts
and to share in scientific advancement and its benefits.

2. Everyone has the right to the protection of the moral and material interests resulting from any

scientific, literary or artistic production of which he is the author.

Article 28

Everyone is entitled to a social and international order in which the rights and freedoms set forth in this

Declaration can be fully realized.

Article 29

1. Everyone has duties to the community in which alone the free and full development of his
personality is possible.

2. In the exercise of his rights and freedoms, everyone shall be subject only to such limitations as are

determined by law solely for the purpose of securing due recognition and respect for the rights and



freedoms of others and of meeting the just requirements of morality, public order and the general
welfare in a democratic society.
3. These rights and freedoms may in no case be exercised contrary to the purposes and principles of the

United Nations.

Article 30
Nothing in this Declaration may be interpreted as implying for any State, group or person any right to
engage in any activity or to perform any act aimed at the destruction of any of the rights and freedoms

set forth herein.
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