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EXECUTIVE / 0 1
SUMMARY

The ‘Ruggie Framework’

On 16 June 2011 the United Nations Human

Rights Council (UNHRC) approved the United
Nations Guiding Principles on Business and Human
Rights, also known as the ‘Ruggie Framework'.
One of the basic pillars of this framework is
corporate responsibility to respect human rights
(hereinafter referred to as ‘responsibility to
respect’), based on which companies need to
exercise due diligence to investigate risks and

take action to prevent or reduce these risks. The
Corporate Social Responsibility (CSR) guidelines

of the Organisation for Economic Cooperation and
Development (OECD) state that, when mapping
risks, companies should delve into their entire
production process, down to the raw materials used.

Letter to the Cabinet: ‘CSR pays off’

In June 2013 the Minister for Foreign Trade and
Development Cooperation, and the Minister of
Economic Affairs sent the Dutch House of
Representatives a letter titled ‘CSR pays off’, which
included a policy to further boost CSR. This letter
announced that a Sector Risk Assessment (SRA)
would be carried out.

CSR Sector Risk Assessment (SRA)

The SRA is a first step in the due diligence process of
Dutch business, and is facilitated by the Dutch
government in close collaboration with business and
civil society.

This is the first large-scale research into CSR risks in
sectors related to the Environment, Labour, Human
Rights, Corruption and Taxation. Moreover, in this
case, the risks linked to companies’ (lack of)
interventions take centre stage rather than the impact
of global trends on the sector, the sector’s positive
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contribution to economic growth and employment in
various countries, contributions to sustainable
technologies or commercial opportunities that CSR
creates for leading companies. Consequently, the
SRA could result in a somewhat different selection of
topics and risks than those included in the CSR
policies of many sectors and companies. The SRA
aims to analyse which sectors have a higher risk
profile, to identify the main risks and to illustrate how
the sectors in question are assuming their
‘responsibility to respect’.

Starting point for dialogue

The findings of the SRA can be used as a starting
point for dialogue, both within and with the sectors,
which, in turn, can result in the conclusion of
covenants. Moreover, the SRA is a practical tool
Dutch sectors use to start or further shape their due
diligence processes.

Sector selection

The SRA consists of a number of steps in which the

focus is mainly on sectors that face major CSR risks.
The study becomes more and more detailed at every
step and comprises:

1. A quick scan of 86 sectors;

2. An analysis of the economic importance and
risks in the value chains of 51 sectors through
the study of raw materials use, as well as trade
with and investments in high-risk countries with
regard to Labour, Human Rights and Corruption;

3. Acloser look at 20 sectors based on
literature review, including stakeholder
verification, and data and text mining;

4. Athorough literature review for 13 priority
sectors based on sector-specific CSR risks,
complemented with self-assessments by sectoral
organisations and stakeholder questionnaires;

5. Afirst dialogue with representatives of the 13
priority sectors about the (initial) findings.

Collaboration

The SRA is an extensive and complex collaboration
process that includes several groups, such as
sectoral organisations, NGQOs, trade unions, scientists
and ministries. A few key parts of the SRA:

e An analysis of the risks in the value
chains of over 50 sectors;

¢ More than 50 dialogues between sectoral
organisations and KPMG Advisory N.V.
(hereinafter referred to as KPMG);

e Over 25 sectoral organisations, which
completed (parts of) self-assessments
or delivered another form of input;

¢ Participation of over 30 civil society organisations
(NGOs, trade unions and scientists) in the
analysis of risks for the priority sectors;

¢ 12 workshops with participation of sectoral and
civil society organisations, and ministries;

¢ 148 sources for the selection of the priority
sectors, as well as 2,000 references for 13
priority sectors (partly provided by the sectors
themselves and by civil society organisations).

Results

We outlined the main (‘material’) CSR risks per sector.
'Material’ refers to risks that result in companies
having a major negative impact and influence on
humans, animals and the environment. These risks
were identified through an analysis of sustainability
reports drawn up by sectoral organisations and
leading businesses, GRI sectoral documents,
additional literature reviews and consultation with
stakeholders (sectoral organisations, NGOs, trade
unions and scientists). For every risk, we analysed the
sectors’ approach to the principle of ‘responsibility to
respect’. This resulted in a list with concrete
considerations for dialogue for every sector and the
following findings:

® There are material risks in every sector;

e There are considerations for
dialogue in every sector;

¢ There are major differences
between and within sectors;

® There is a lack of information for a
number of specific risks;

e Cross-sectoral risks play a crucial
role in social appreciation.
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Risks and considerations for

dialogue in all sectors

For every sector we selected 13 to 24 material
risks related to the categories Environment,
Labour, Human Rights, Corruption and Taxation.
The following risks are relevant to the majority of
the 13 sectors we analysed thoroughly, although
their form may vary slightly for each sector:

&

\d
ENVIRON-
MENT

LABOUR

HUMAN
RIGHTS

e Greenhouse gas emissions
¢ \Water and soil pollution

* \Water scarcity

¢ | and use in vulnerable areas
e Animal welfare

¢ Unhealthy and unsafe
working conditions

e Child labour
¢ Breach of trade union rights
® Breach of women'’s rights

e Underpayment

¢ | and grabbing

e Deprivation of (the right to)
a clean, safe and healthy
living environment

® Depletion of natural resources

Many risks occur in countries the Netherlands
imports large amounts of raw materials and goods
from, namely Argentina, Bangladesh, Brazil, China,
Colombia, India, Indonesia, Malaysia, Turkey and
Cote d’'lvoire. Moreover, most of the 51 sectors
that were studied use high-risk raw materials
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and import from, trade with and invest in high-
risk countries with regard to Labour, Human
Rights and Corruption. The SRA illustrates the
risks and lists the considerations for dialogue
for the sectors which are considered to have

a relatively high-risk profile: agriculture and
horticulture, chemicals industry, construction,
energy, finance, food and beverage industry,
metal and electronics, oil and gas, retail, textiles
and clothing, wholesale, and wood and paper.

Major differences in and between sectors
The priority sectors under analysis are not
homogenous. The companies assessed are not
only different in terms of the products and services
they offer, but also in the way they organise their
due diligence. Therefore, the considerations

for dialogue are not applicable to all individual
companies in the respective sector. Moreover,
each sector has its own risk management
initiatives. The aim of these initiatives and the
degree of stakeholder involvement differ for each
sector. What is more, each sector has different
sectoral organisations with specific points for
attention. Consequently, the SRA aims to provide
broad recommendations for the entire sector.

A lack of information about a number of risks
Whilst carrying out the SRA, we were faced with
a lack of information about the origin and use of

a number of raw materials by the Dutch sectors,
particularly metals. Moreover, it was not possible
to formulate sectoral findings for Corruption and
Taxation, as the available sources mainly focus
on country-specific risks and incidents. What is
more, with regard to taxation, the OECD taxation
standards framework is still under development.

Cross-sectoral risks play a central
role in social appreciation

Many civil society organisations focus
on cross-sectoral risks. Those are:

¢ |nterlinked risks with regard to land rights,
biodiversity, local food provision and women'’s
rights;

* The negative effects of mining (for the environment,
labour and human rights);

¢ Violation of labour and human rights in countries
such as China, Bangladesh and India;

¢ Violation of women's rights.

All sectors are committed to reducing these cross-
sectoral risks, but civil society organisations tend to
look at these efforts with a critical eye. At the same
time, however, many civil society organisations
recognise that individual companies or sectors cannot
tackle these risks on their own. As for corruption and
taxation risks, these are primarily linked to countries
rather than to sectors. However, both topics - like the
Environment, Labour and Human Rights —are
included in the OECD's corporate CSR guidelines.

Future challenges to be tackled

Not all considerations for dialogue are equally relevant
for individual companies, because every sector has its
own pioneers, which have gone to great lengths to
prevent and reduce the risks described in the sector
analyses. Moreover, it takes more than a sectoral
approach to tackle cross-sectoral or country-specific
risks.

Therefore, there are four relevant levels for further
analysis and elaboration of the considerations for
dialogue within the various sectors:

e Companies: launch or extension
of due diligence activities;

e Sectors: tackling CSR risks that companies
cannot tackle on their own;

e Cross-sectoral topics and agendas
for high-risk countries: international
approach with fellow governments;

¢ Chains: for risks that are not linked to a
specific sector, but rather to a key raw
material that is used by various sectors.

For years now, The Netherlands has been focusing on
making supply chains more sustainable, e.g. through
‘The Sustainable Trade Initiative’ (IDH). However,
there remain some ‘blind spots’ in the systematic
approach to chain-linked risks, particularly for biofuels,
some agricultural raw materials used in animal feed
and Food and beverage industry, and last but not
least, various metals.

These four levels are required to prevent companies
or sectors from being forced to terminate business
relationships with certain countries or regions based
on their own due diligence, because they are
confronted with risks they cannot prevent or reduce
themselves, and due to a lack of a cross-sectoral,
chain- or country-specific approach. That is not as the
‘Ruggie Framework’ and the OECD guidelines for
Social Corporate Responsibility (CSR) intend; they
state that ‘disengagement’ is truly the last option.

| CSR Sector Risk Assessment | 9
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INTRODUCTION: / 02
BACKGROUND AND TARGETS

2.1 Background

In June 2013 the Minister for Foreign Trade and
Development Cooperation and the Minister of
Economic Affairs sent a letter titled ‘CSR pays off" to
the House of Representatives. This letter to the
Cabinet included a policy to further promote
Corporate Social Responsibility (CSR) and announced
that a Sector Risk Assessment (SRA) would be
carried out.

Our jeans and smartphones are not produced in the
Netherlands, but in countries where production and
transport costs are the lowest. This is the
consequence of economic globalisation and results
not only in (financial) advantages for Dutch companies
and consumers, but also contributes to the
development of local economies in the (developing)
countries in question. However, this approach also
carries risks. If a company does business on an
international scale the risks can be quite different
from those encountered in the Netherlands. For
example, a business can be directly or indirectly
involved in a grave breach of labour rights, such as
child labour, life-endangering labour conditions, e.g. in
the textiles sector in Bangladesh, or extremely long
working hours. However, intimidation or threatening
of trade union members, land grabbing or damage to
vulnerable ecosystems are also a possibility. In the
past few years we have encountered various such
cases involving Dutch companies. Shoe
manufacturers were associated with child labour in
the leather production process. Child labour in
hazelnut production also raised questions at the
Dutch House of Representatives. The general public
is probably most familiar with the collapse of the Rana
Plaza textile factory in Bangladesh. All these cases
have prompted politicians to call for measures to
counter these issues.
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In order to prevent such risks, the Dutch government,
representatives of employers’ and employee
organisations, consumer and civil society
organisations expect companies to respect both
people and the environment whilst conducting
business - in other words, they should exercise
Corporate Social Responsibility (CSR). At national
level, legislation forms the basis for CSR, which refers
to companies’ efforts above what is legally required.
Atinternational level, CSR is about meeting
international standards for human rights, labour
conditions and the environment, among other things.
These international standards are set out in the OECD
guidelines for multinationals?, the UN Guiding
Principles on Business and Human Rights® and the
ILO fundamental labour standards®, which form part
of the latter. These guidelines, and the principle of
‘responsibility to respect’ they include, aim to prevent
breaches of human and labour rights, and to protect
the environment. Moreover, they provide approaches
to implement these standards in policymaking and in
practice.

In these guidelines, ‘due diligence’ or 'CSR risk
management’ takes centre stage. This refers to the
process that companies use to identify, prevent and
reduce the real and possible negative impact of their
(lack of) interventions, as well as the way they justify
their approach to the identified risks towards their
stakeholders. In the due diligence process it is not the
identification of the risks for the company that is key,
but the identification of the possible and real risk of a
negative impact on others, such as employees and
local communities. With this SRA the Cabinet aims to
get an insight into the sectors of the Dutch economy
that pose the greatest risks for people and the
environment, with a view to making its policies and
those of Dutch business in general more proactive
and less incident-based. The government plans to

map out to what extent the sectors with a relatively
high risk profile carry out their due diligence. Are the
companies in these sectors aware of the risks and
how do they tackle both identified risks and possible
malpractices? Subsequently, the Cabinet wants to get
around the table with the sectors and stakeholders to
analyse where and how risks can be further
minimised. The sectors’ collaboration with the
government, trade unions and civil society
organisations will result in a more structured approach
to tackling these issues. A logical next step will be

to merge all efforts into covenants. In its
recommendation dated 25 May 2014, the Social

and Economic Council of the Netherlands (SER)
recommends companies to take initiative in forming
covenants about (international) CSR with the
government and civil society organisations®.

In October 2013 KMPG started carrying out this SRA,
which kicked off with an analysis of all sectors
operating in the Netherlands. We carried out a review
of the available literature and made an inventory of the
risks encountered based on expert and stakeholder
information, which, in turn, was used for the selection
of 13 sectors with CSR risks assessed as relatively
high. Subsequently, we further assessed the risks
and the approaches to the principle of ‘responsibility
to respect’. This report includes the results of this
analysis and explains the methodology used to obtain
them.

2.2. Targets

This research is a first step in the implementation of a
sectoral due diligence process for Dutch business,
facilitated by the Dutch government.

More specifically, the CSR Sector Risk Assessment
aims to:

1. analyse which sectors may carry
a higher risk profile;

2. identify the main risks in each risk sector;

3. show to what extent the sectors are currently
fulfilling their ‘responsibility to respect’;

4. give an indication of the social appreciation
for the sectors’ approach to the principle
of ‘responsibility to respect’.

The SRA can be used as input for dialogue between
the different sectors and provides the government
with a tool to contribute to this dialogue and the
agreements made, where appropriate. The findings of
the SRA thus form the starting point for dialogue in
and with the sectors, which may lead to the creation
of covenants. According to the SER recommendation®
these covenants aim to:

e substantially decrease specific risks in an
ambitious and realistic timeframe of 3 to 5 years

for groups experiencing negative effects;

e find joint solutions for problems companies
cannot solve on their own.

| CSR Sector Risk Assessment | 13
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In this respect, the focus is on the companies’
responsibility to conduct business in a socially
responsible manner, in collaboration with the
stakeholders and, where useful and desired, with
support from the government.

2.3. How was this SRA carried out?

The SRA was a process involving multiple
stakeholders, including the Dutch government,
businesses and civil society. The SRA was carried out
by KPMG, which was monitored by a project team
and a steering committee at government level. Both
the project team and the steering committee included
representatives of the two ministries involved, the

14 | CSR Sector Risk Assessment | SEPTENMBER 2014

Ministry of Foreign Affairs and the Ministry of
Economic Affairs. Officials from various ministries
attended meetings and provided information. Civil
society was represented by a ‘permanent stakeholder
group’, which was asked to provide information and
was updated at various stages of the project. The
‘permanent stakeholder group’ included the ‘MVO
Platform’ (CSR Platform), VNO-NCW (the
Confederation of Netherlands Industry and
Employers), FNV (the Dutch Trade Union Federation),
IUCN (the International Union for the Conservation of
Nature), BMO (The Netherlands Human Rights
Network) and ‘De Groene Zaak’ (Dutch umbrella
organisation for sustainable business practices). The
priority sectors were closely involved in the entire

© 2014 KPMG Advisory N.V.

project. They were asked to complete a self-
assessment questionnaire on CSR risks.
Subsequently, workshops were organised per sector,
which representatives of the sectors attended. Apart
from the permanent stakeholder group mentioned
above, various other civil society organisations were
involved in the process and asked to provide their
input, which included data for the assessments
carried out by KPMG in the selection of sectors,
testing KPMG's findings and completing a
questionnaire on the CSR risks for each sector (see
chapter 3.2 for more information on this part of the
study). In total, more than 29 organisations
collaborated in this manner. In Annex D you will find
an overview of the civil society organisations that
took part in the study. The CSR Risk Check website
developed by ‘'MVO Nederland’” was also used as a
reference tool for this study. Where relevant, the
results of the SRA will be used to further update the
CSR Risk Check website.

2.4. About this report

The following chapter describes which 13 priority
sectors we selected and the criteria used in the
selection process. Chapter 3.3 explains the
methodology used and chapter 4 includes the
findings and the analysis. We start by giving you an
overview of cross-sectoral risks. Then, for each risk
category, we describe risks that apply to several
sectors, and we explain the principle of ‘responsibility
to respect’. We then proceed to explain how we
consulted with the sectors and stakeholders, and
describe each of the 13 sectors selected. In closing,
the final chapter of the report provides an overview of
our conclusions and recommendations.

bd LIST OF REFERENCES

© 2014 KPMG Advisory N.V.
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SECTOR / 03
SELECTION

3.1 Priority sectors

We started our research by mapping out all
the sectors of the Dutch economy. We carried
out a review of the available literature and
collected the available information on risks
from experts and stakeholders, which, in turn,
was used for the selection of 13 sectors with
CSR risks assessed as relatively high. We also
took into consideration the importance of the
sectors for the Dutch economy. The 13 priority
sectors are listed below (alphabetically):

Construction

©

Finance

&

Metal / Electronics
Oiland gas

Retail

HO®

Textiles and clothing

OD
o=
[X]

Wholesale
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In Annex A you will find a delineation of these sectors.

3.2 Sector selection
process and criteria

The starting point of our research was a list with all
the sectors operating in the Netherlands according to
the SBI (Standard Business Classification) codes®.
The SBI comprises 86 sectors, subdivided into
economic categories. Through a step-by-step analysis
we prioritised these sectors and reduced them in
number. As the research process progressed, the
analysis became more and more detailed. \We
eventually carried out a thorough risk analysis of 13
priority sectors. Below you can see how we arrived at
these 13 sectors:

1. Initial prioritisation of sectors: A number
of sectors were not analysed further because
they meet (each of) the following criteria:

¢ No (large-scale) use of raw materials and energy;
* No (large-scale) use of soil and/
Or N0 Major emissions;
* No (large-scale) use of unskilled workers;
® The sectors are mainly active in the Netherlands.

The sectors that did not make this initial priority list
include hotels, cleaning companies, hairdressing,
real estate rental companies and IT service
providers.

2. Analysis of the economic importance and
risks in the value chains: In this step we
analysed the 51 remaining sectors to find out their
CSR chain risks. Moreover, we studied the
importance of each sector for the Dutch economy,
the aim of which was to allow us, at a later stage,
to focus our (human) resources on the major

sectors with relevant CSR risks. In this stage, we
also further reduced the number of sectors by
creating clusters of logically linked sectors (such as
the extraction of raw materials and the associated
services).

The chain risks were assessed for the risk
categories Environment, Labour, Human

Rights and Corruption. In order to assess the
Environmental risks, we studied the use of
natural resources (biotic and abiotic) in each
sector®. Risks linked to Labour, Human Rights and
Corruption were assessed based on a sector's
presence in risk countries, major investments

in or imports from those countries (according

to data from Statistics Netherlands, or CBS).

In this study, child labour is included under the
‘Labour’ indicator and ‘Human Rights’ mainly
refers to malpractices caused by the (lack of)
corporate interventions, because companies also
have room for movement in these situations.
Land grabbing and the depletion of natural
resources for future generations are relevant
risks within various sectors. The ‘risk countries’
vary for each risk category we studied', and
several indexes were used to determine whether
countries qualify, including the Corruption
Perception Index by Transparency International.

The economic importance of a sector is
determined by its share in the total turnover and
employment rate in the Netherlands, based on
data provided by Statistics Netherlands (CBS)".

In order for us to narrow down the study to
20 priority sectors, we selected the sectors
with the greatest economic importance and
the highest CSR chain risks. It is important to
note that all sectors are faced with CSR risks,

including the ones that did not make it to our
list of 20 priority sectors. Due to globalisation,
virtually all sectors deal with countries — for
example through purchases — where the
Environmental, Labour, Human Rights and
Corruption regulations are less stringent or that
have less compliance than the Netherlands.
We selected 20 priority sectors in which the
chances of being confronted with CSR risks are
greater because of imports from risk countries
and the use of natural resources. A number

of sectors that did not make it to this list even
face ‘serious’ CSR risks, but were not included
because of their lower economic importance

in the Netherlands. Two examples are the
pharmaceutical sector (production of medicines)
and mining. The risks these sectors face, however,
are included in the overall risk analysis for the
other sectors. CSR risks in mining are included
in the metal and electronics sector chains. In
Annex C you will find a complete overview

of the CSR risks identified for each sector.

One sector that was not included in this list of

20 priority sectors deserves a special mention.
Since the consultancy agency that carried out
this research belongs to a sector, namely legal
and advisory services, we decided to retain this
sector after step 1 of the study. However, legal
and advisory services attained a low score for

all chain indicators, and this led to it not being
included among the 20 priority sectors. The
researchers are aware of the fact that, at the
moment, KPMG is under scrutiny in terms of
CSR, and that there is an ongoing investigation
into possible tax fraud. However, we believe there
are no sectoral reasons to change course, and we
therefore decided to stick to our initial decision.

| CSR Sector Risk Assessment | 19
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The other sectors that were excluded in this
stage are forestry (in the Netherlands), waste
processing, leather (with the exception of fashion
and clothing), mining (in the Netherlands),
machine construction and repair, tobacco,
pharmaceuticals, shipping, aviation, automotive,
postal services, the printing industry, and water
and utilities. For more details on the reasoning
behind this exclusion we refer to Annex B.

3. Detailed analysis of CSR risks:
In order to further narrow down these 20 sectors
to a smaller priority group, we carried out a
detailed three-step analysis:

e | iterature review: to assess to which extent
the sector is affected by CSR risks linked to
the Environment, Labour, Human Rights and
Corruption, and to quantify the risks based on
professional judgement. Each of the 20 sectors
was assessed through a number of indicators
related to the Environment (water, land, energy

20 | CSR Sector Risk Assessment |

and raw materials use), Labour (health and

safety, forced labour/child labour and low wages),

Human Rights (general, land grabbing) and

Corruption. For this analysis we consulted 148
sources, including all relevant sources from the
CSR Risk Check website by ‘MVO Nederland'.

Stakeholder verification: the scores assigned
during the literature review were then verified

by external experts and stakeholders who
specialise in one of the risk categories assessed,
namely the Environment, Labour and Human
Rights. As for Corruption, we did not manage

to find parties who could confirm our findings
(information about corruption is often linked to
specific companies and is usually only made
public when incidents occur). For each risk
category we asked a stakeholder to evaluate the
criteria assessed by KPMG ('The Sustainable
Trade Initiative’ for Environmental risks, ‘CNV
International’ for Labour risks, and ‘OxfamNovib’
and the University of Amsterdam for Human

Rights risks). Subsequently, we analysed

the differences and amended a number of
aspects of our initial assessment. In addition
to this verification of assessments based on
the literature review, we also consulted a large
group of 20 stakeholders (including FNV —the
Dutch Trade Union Federation, WO=MEN,
Cordaid, WSPA, OECD Watch and Friends

of the Earth Netherlands), who determined
which of the 20 sectors they considered to
carry the main CSR risks. We further tweaked
our findings based on this consultation.

Data and text mining: in addition to the steps
mentioned above we carried out a large data
and text mining exercise for the 20 sectors, to
find out whether these sectors could be linked
to CSRrisks. Data and text mining includes
extensive online searches (using various search
engines) and filtering the obtained information
in search of logical links. A search of 15 terms
in Dutch and English for each sector revealed
Environmental, Labour, Human Rights and
Corruption risks for all 20 sectors. The outcome
of this process was an overview of 'hits’ for
each sector and a (relative) distribution of hits
per sector across the various risk categories,
including the sentiments associated with
them (both positive and negative). This gave
us an insight into the relevance of the risk
categories in the various sectors, according

to online sources. The results of this exercise
allowed us to confirm links that had also
emerged from the literature review, albeit less
explicitly. We then proceeded to adjust the
risk assessments for a number of sectors. We
used a total of 45,263 sources in this process.

4.

This next step of analysis outlined above enabled
us to identify the sectors with the highest CSR
risks. In consultation with the commissioning
body we decided to focus on 13 sectors. The
sectors that were excluded in this stage are
furniture, automotive retail, temp agencies,
transport, fishing and government. The wood
and paper sectors were joined together because
the CSR risks in the (wood) chain largely overlap.
For more details on the reasoning behind the
exclusion of these sectors we refer to Annex B.
Government obtained an average score in all risk
categories, because it is active across the entire
economic spectrum. It does, however, exercise
sufficient due diligence, partly thanks to its
programmes for sustainable purchasing and its
Cabinet policy. Consequently, we decided not to
include government in our 13 priority sectors.

Desk research and self-assessments:

Based on the detailed analysis described above,
we pinpointed 13 sectors with increased CSR
risks. For each of these sectors we identified
so-called ‘material risks’, risks of material
importance for humans, the environment

or society. In chapter 3.3.2 you will find an
explanation of the concept of materiality. We listed
13 to 24 single risks for each sector (in Annex C
you will find an overview of the material risks per
sector). Subsequently, our desk research team
focused on each individual risk by assessing its
impact on society, the sector’s role in this respect
and its approach to the principle of ‘responsibility
to respect’ based on hundreds of sources (in
chapter 3.3 we explain the methodology used in
this step and in the separate reference book you
will find an overview of the sources consulted

for each sector). The 13 sectors and numerous
stakeholders (NGOs, trade unions and scientists)

| CSR Sector Risk Assessment | 21
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were involved in this stage of the project. Sector
representatives were asked to complete a
self-assessment in which they had to rate the
impact of the CSR risks identified for the sector,
the sector’s involvement and its approach to

the principle of ‘responsibility to respect’. A
large number of civil society organisations and
several scientists were asked to complete a
guestionnaire assessing the same issues. This
allowed us to compare the sector’s internal views
with those of the civil society organisations.

The sectors participated in this part of the study
through sectoral and industry organisations.
More than 30 civil society organisations (NGOs,
trade unions and scientists) stepped in to assess
the risks. Annex D provides an overview of

the organisations that took part in the study.

. Dialogue with priority sectors:

Once the sectors had completed their self-
assessments and the civil society organisations
had filled out their questionnaires, our desk
research findings were complemented and
amended where necessary. In order to do so,
we first held one-to-one meetings with sector
representatives, followed by workshops attended
by sector representatives, various civil society
organisations and government representatives.
During these workshops the findings of the
sectors and stakeholders concerning the risks
were interpreted and compared. Moreover, the
participants discussed what they thought to

be the main CSR risks that should be tackled
by the sectors in the years to come. As such,
the workshops were a first step in the dialogue
with the sectors, and they could also be used
as the basis for continued dialogue during or
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after the summer of 2014. The draft findings
for each sector were submitted to the sectors
for a reaction. The findings about cross-sectoral
risks were formulated in consultation with civil
soclety organisations specialised in the subject.

Twelve sectoral workshops were held.
The workshop for the construction sector
was cancelled due to a lack of interest
from stakeholders. The number of
participants varied for each sector, from

3 (wholesale) to 20 (financial sector).

3.3 Methodology

3.3.1 Scope

In his work, as described in the UN Guiding
Principles on Business and Human Rights?,
Professor John Ruggie quotes due diligence as

a method for analysing risks in corporate chains
and processes, and to take appropriate action to
prevent or reduce said risks. Although his focus

is on Human Rights, the OECD guidelines also
define other risks, such as Environmental, Labour
and Corruption risks. For this SRA we decided

to use the scope of the OECD guidelines as a
guiding principle, whilst also applying Ruggie'’s
views to other CSR risk categories. The SRA
focuses on the risk categories Environment,
Labour, Human Rights and Corruption. We started
off by making an inventory of the applicable
international principles in each risk category to
assess whether, when and to which degree there
are risks caused by Dutch business’ actions'?.

In the SRA, ‘risks’ refers to harmful consequences
for society due to (the lack of) interventions by
Dutch businesses. That being said, the word ‘risk’

deserves a more detailed explanation. Theoretically,
‘risks’ refers to events that may occur in the future,
but for the issue tackled in this analysis, it mainly
refers to current situations. In a number of other
cases, it is unclear whether or not certain activities
(such as child labour) occur within the supply chains
of sectors. An example: by doing business in or
purchasing from certain countries, there could be

a higher risk of child labour within the chain. This
report mentions risks of current or likely malpractices
related to the environment, humans and society. In
other words, the SRA focuses also —and mainly —on
risks within chains that Dutch sectors are active in.
This includes risks posed by (suppliers of) suppliers
of Dutch companies. If companies contribute to risks
in any way, Ruggie believes they should use their
influence to mitigate these risks. In the Netherlands
this applies to companies that go beyond what is
legally expected of them. At international level, it
refers to meeting international standards for Human
Rights, Labour conditions and the Environment.

3.3.2 Materiality

One of the targets of this SRA is to identify the
main (‘material’) CSR risks within the high-risk
sectors. ‘Material’ refers to business risks that
have a great impact on society. For each of these
material risks we needed to assess how the sectors
are currently dealing with their ‘responsibility

to respect’; in other words, how business is
acknowledging and limiting these risks. In order
to identify the material risks, the researchers
carried out a materiality analysis. Through an
analysis of reports by leading companies, GRiI
sectoral documents and desk research, as well as
consultation with stakeholders, including NGOs,
trade unions and scientists, we identified the
main risks for the 13 priority sectors. These risks
were presented to the sectors and stakeholders
in order to distil the main risks from them.
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3.3.3 Model for CSR risk comparison

In order to assess the main risks, we used a
methodological framework that allowed us to
determine the scope of a wide variety of CSR risks
as objectively as possible. The possible CSR risks
included in the scope of this research are all very
different, and have distinct characteristics and
consequences for society. This makes it difficult to
proceed to a normative comparison and to determine
which risks are more important than others. An
example: it is not possible to determine clearly
whether the risk of child labour in a specific sector is
more important than major environmental pollution.
Not only do stakeholders not agree on which risk
carries greater importance, the different nature of the
risks makes it difficult to compare them. Some risks
have limited consequences, but affect a great number
of people. Any methodology aimed to make a uniform
comparison between these risks has its limits and
consequently, we had to simplify certain aspects of
the study and the risk assessment. Nevertheless,

it was necessary to establish a framework for
quantitative risk assessment to provide an overview
of the large number of risks, to identify and to rank
them. The framework illustrated below meets this
requirement as much as possible, whilst respecting
the differences between the individual risks.

As mentioned earlier, the methodological framework
for the SRA is based largely on the OECD guidelines
and John Ruggie’s work. Although the concepts in
the UN Guiding Principles on Human Rights have
widely been accepted and are very recognisable,
they were not drawn up in such a way that they allow
for the scope of risks to be measured. Moreover,
they cannot be used to determine the companies’
responsibility in causing risks. This is even more
difficult when it comes to entire sectors. The model
presented in the article ‘The Arc of Human Rights
priorities: A new model for managing business risk '’
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does offer this possibility. This model was developed
by the Danish Institute for Human Rights and allows
for (human rights) risks to be prioritised from a
business perspective. We merged this method with
Ruggie’s theory and made it operational, resulting in
a framework for the quantification and assessment
of risks and the evaluation of companies’ approach
to the ‘responsibility to respect’. KPMG applied this
method to the risk categories in scope (Environment,
Labour, Human Rights and Corruption). The SRA
framework assesses risks based on three factors:
impact, involvement and influence, as well as the
approach to the ‘responsibility to respect’ principle.
For each risk we analysed its impact on society,

the companies’ responsibility in minimising this

risk (involvement) and the actions they are currently
implementing in this respect (the approach to
‘responsibility to respect’). Below you will find a
definition of the terminology used in this framework:

¢ Impact: concerns the impact of the risk on people
and society as a whole. When determining the
impact of a given risk, two factors are key:

- Scope: the scope of the risk, which can be
measured based on the number of people affected
(in terms of Labour, Human Rights and Corruption)
or on the extent of the environmental damage
caused.

- Severity: the severity of the consequences of the
risk. Risks that affect people’s physical integrity
are assessed as more serious than others. We
also assessed to what extent the risk is reversible.
An example: in the ‘Environment’ category, the
large-scale destruction of natural habitats (such
as felling of rain forests to cultivate soy) is labelled
as severe, because it cannot be undone.

¢ Involvement and influence: refers to the possible
involvement of companies or sectors in causing
risks. According to Ruggie, companies should avoid
breaching rights through their business activities
and prevent or limit (human rights) breaches
linked to their operations, even if they have not
directly contributed to them'. Involvement is an
important factor because it allows us to determine
whether or not companies are responsible to take
action in order to reduce the impact of the risk.
This partly depends on the stage in the product
chain where the risk occurs. First of all, companies
should determine their involvement in the risks,
subsequently they should assess whether they
have an influence and finally whether or not they
can make use of this influence. According to
Ruggie, companies have influence (or 'leverage’)
when they have the possibility to enforce changes
in the activities of the entities causing the damage
in question. If companies can play a role in
preventing or limiting the consequences of any
givenrisk, they should. If they cannot, there are
sometimes way to increase their leverage. In our
model for the comparison of CSR risks, a distinction
can be made between two types of involvement:

- Direct or indirect: in case of direct involvement,
the company/sector is responsible for causing
the risks; in case of indirect involvement, the
suppliers or other links in the chain are responsible.
In the case of indirect involvement, companies
still need to take action, but their responsibility
here is relative to the influence they can exert.

- Individual versus collective: the difference
between individual and collective involvement
refers to the degree to which the risk is
caused by a number of individual companies
in the sector or (virtually) the entire sector.

e Approach to the ‘responsibility to respect’
principle: according to Ruggie, companies are
special entities in society and they are obliged to
comply with all the applicable laws and respect
human rights. This ‘responsibility to respect’ is an
international standard for companies, regardless
of the country they operate in, which supersedes
national laws and regulations'®. Companies’
approach to the principle of ‘responsibility to
respect’ entails that they do not breach any (human)
rights and try to prevent violations linked to their
operations, products or services, even if they
have not directly contributed to them. In order to
assess this, companies are expected to carry out
a due diligence process, in which the actual and
possible negative impact of their interventions
(of lack thereof) is identified, prevented and/or
reduced. Moreover, as part of their due diligence
they are expected to explain how they deal with
the risks identified. In order to assess the identified
sectors and their approach to the principle of
‘responsibility to respect’, we created four profiles
with four dimensions (Insights, Results (actions
launched), Transparency and Participation):

- Insufficient: this profile presumes that due
diligence has not been taken up, neither at
sectoral level nor at company level. This means no
research was carried out into the risks (Insights),
no measures were taken to mitigate the risks
(Results), no explanation was given as to how the
risks are dealt with (Transparency) and no sectoral
initiatives or collaboration agreements with
social partners have been set up (Participation).

- Defensive: defensive sectors are deemed to have
a limited view of the risks, only take measures
to comply with the (local) legal provisions, report
minimally on the matter, and limit dialogues
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with the rest of the sector. Supplier codes
are not standardised for the entire sector and
if they are used, their scope is often limited
and/or compliance is not strictly enforced.

Sufficient: sufficient sectors have provided an
overview of the material risks, actively take
part in risk mitigation, report on the matter

and actively collaborate within their sector.

An example of a sufficient sector is fashion

& clothing. For a number of risks related to
Labour and Human Rights, this sector has
actively contributed to reducing their impact,
e.g. through the Bangladesh agreement and an
action plan drafted by industry organisations,
which focuses more on audits, among other
things. Behaviour that suits this category is the
use of (and monitoring of the use of) supplier

codes (and preferably asking suppliers to impose
regulations in this regard on their own suppliers).
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- Leader: leading companies have an in-depth
view of the risks and their consequences for
society. They are committed to eliminating
risks in the entire sector and are proponents
of full transparency (also with any dilemmas
they may face themselves). Moreover, they
are involved in sectoral risk-reducing efforts
in collaboration with other stakeholders,
such as NGOs and trade unions.

By assessing all identified material risks through the
criteria detailed above, the impact of a specific risk
can be measured against the sector’s involvement
and approach to due diligence. In other words,

this step leads to an overview of the main risks

and the sector’s response to them. We used this
form of analysis to facilitate dialogues with the
sectors, civil society organisations and governments
during the workshops. Moreover, it provided us
with a good foundation for possible dialogue with
the sectors upon completion of the SRA. The
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most interesting risks to be studied are the risks

with a high impact, involvement and influence
(leverage) assessment, that yet see little action

being taken by the sector (limited approach to

the principle of ‘responsibility to respect’). These
risks will be discussed in the following chapter.

Itis important to note that the method outlined above
is only intended to highlight the main risks within

sectors and to offer starting points for possible further

dialogue with the sectors. CSR risks are present

in every sector, and there are major differences
between the approaches taken by companies within
one and the same sector. The outcome of this risk
analysis is not a ranking of sectors with the highest
CSRrisks, although some sectors may present more
and greater risks than others. The focus, however,
remains firmly on the initiatives launched by the
sectors to limit the risks encountered and/or caused.
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3.3.4 Limitations of the study

A research project like ours, that aims to categorise
the CSR risks per sector and highlight the main
risks, has its limitations. As mentioned previously,
stakeholder opinions differ as to which risks are
more important, depending on the person'’s or
organisation’s viewpoint. Below you will find a list
of other limitations encountered in our research:

® There is no such thing as the ‘Dutch sector”:
when can a company be considered ‘Dutch’?
There is no single answer to that question.
There are ‘foreign’ companies with major sites
in the Netherlands and ‘Dutch’ multinationals
whose activities are mainly carried out abroad.
In this study, ‘Dutch companies’ are companies
headquartered in the Netherlands.

¢ Delineation of sectors: it is difficult to delineate
a sector, because we are used to thinking in terms
of products and supply chains. An example: a
DIY retailer sells a wide variety of products, each
with their own, very different production chains.
Moreover, sectors can be delineated at different
levels and according to different characteristics. In
this study we opted to use the Standard Industrial
Classification (SBI) by Statistics Netherlands (CBS).
One of its disadvantages is that some sectors
have a very broad scope. In the agricultural sector
there are 18 branches, in wholesale 40. The
Dutch metal sector consists of one major player
and many smaller metal-processing companies.
Consequently, not all material risks identified (for a
given sector) apply to all companies in that sector.

¢ Hybrid company structures: this aspect is
closely linked to the previous one. Companies
are opting increasingly for hybrid structures and
are moving away from the traditional sector
breakdown. Supermarkets, for example, used to
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be considered retailers, but are now slowly but
surely turning into major foodstuff companies.
Large horticultural companies import products
from various countries, and have their own
production sites or participate in foreign companies.
Consequently, it is sometimes difficult to work

with a traditional view of the different sectors.

¢ Risks instead of opportunities: this research
Is based on arisk perspective and the negative
consequences of companies’ interventions (or
lack thereof) for the environment, humans and
society. Companies are more used to looking at
the opportunities that risks offer. An example:
the opportunity to develop products with lower
CO, emissions or requiring less water usage.

¢ Differences within sectors: when it comes
to CSR and reducing CSR risks, there are major
differences between leading companies, average
performers and laggards in any given sector.
Moreover, there are major differences in the
set-up of supply chains within the sectors. This
can sometimes make it difficult to paint a picture
of the entire sector. Sometimes the sectors
themselves have difficulties in this regard,
because of different economies of scale.

¢ All sectors are faced with CSRrisks: as
mentioned earlier in this chapter, we identified 13
priority sectors based on the CSR risks encountered
and their economic relevance. However, it is
important to note that this research does not acquit
all other sectors. Virtually every sector is faced with
CSR risks and has its own ‘responsibility to respect’.

* Benchmarking: this research can be considered

a benchmarking exercise, which successfully
carried out a due diligence for Dutch business
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in a limited timeframe. In doing so, our desk
research focused mainly on making an inventory
and analysis of the information available from
public sources, as well as the data provided by
the sectors and civil society. One limitation of this
approach is that not all specific chains of every
sector were scrutinised, making their overview
partially incomplete at the time of publication.

The factors described above sometimes make it
difficult to assess the involvement of a specific sector
in certain risks, as well as the initiatives ‘the sector’

is currently launching to reduce these risks. One
consequence of this limitation is that our findings
apply to the sector in general, not to individual
companies. We chose to assess separate risks,
which does not reflect the complexity of the risks
caused by the joint actions of various companies (with
both good and bad intentions), sometimes vulnerable
people and habitats, and the laws of the markets.
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@ Water and soil pollution in textile
production (Bangladesh and China)

@ Working conditions in textile
production (lack of safety, low
wages, excessively long working
hours; Bangladesh, China,
Turkey etc.)

@ Breach of women's rights (textiles,
among others: bonded labour/
Sumangali system, Southern India;
electronics, China; food production,
Indonesia, China and India)

Land use in vulnerable areas for
soy production (Brazil, Argentina)

Extraction of natural stone
(breach of labour rights, forced
labour, India and China)

@ Greenhouse gas emissions
(resulting in melting ice caps on
the North and South pole, all
sectors are involved)

@ Working conditions in the mining
sector (child labour, low wages, lack
of safety at work, various countries
and sectors are involved: metal,
construction, oil and gas, and energy)

@ Extraction of conflict minerals
(Eastern Congo)

@ Disappearance of primary forests
for the production of palm oil, soil
exploitation (Indonesia and Malaysia)

@ Water scarcity due to food production
(e.g. in Spain, Turkey, India,
Ivory Coast, Ghana, Pakistan and
United States)

@ Working conditions in the
manufacturing of non-food consumer
products, e.g. electronics and toys
(China)

@ Air pollution due to energy production,

among others (the Netherlands/
Western Europe)

@ Unsafe and unhealthy working
conditions (various sectors,
the Netherlands)

@ Depletion of natural resources for
future generations in the countries
where they are extracted (e.g. oil and
gas, mining, metal and construction in
various countries including Russia,
Colombia, South Africa and Australia)

@ Water and soil pollution due to oil
leaks; deprivation of the right to a
clean and safe living environment
(Nigeria)

@ Water and soil pollution due to
acidification and eutrophication in
livestock farming (the Netherlands)

@ Impairment of animal welfare related
to transport, living environment,
slaughtering and breeding
(Western Europe)

@ Land grabbing related to soy
production (Brazil) or mining activities
(China, India, Indonesia and Ghana,
among other countries)

@ cChild labour in cotton and textile
production (Turkey, Uzbekistan and
Bangladesh, among others)

@ Water scarcity due to cotton production
(India, China, Turkey and Uzbekistan,
among others)

Breach of trade union rights (Colombia,
Argentina and China, among others)

Disappearance of primary forests due
to felling (Cameroon, Gabon and
Indonesia)

) Flower cultivation (breach of trade
union rights and women's rights,
Kenya and Ethiopia)

Child labour in food production
(e.g. cocoa in Western Africa)

¢ Working conditions in construction
(e.g. in the construction of football
stadiums, Middle East/Qatar)

10

For more CSR risks have a look at MVO Nederland’s CSR Risk Check website.
www.mvorisicochecker.nl/nl/wereldkaart
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4.1 Risks in all 13 sectors

Virtually all sectors are faced with material CSR

risks across the world. This overview shows 25 risk
‘'hotspots’, i.e. places all over the world confronted
with major Environmental, Labour and Human Rights
risks. A hotspot can be home to various (sub)risks and
cover more than one country. The overview illustrates
the places where the risks for Dutch business occur.
This type of overview can never be complete, as

LIST OF REFERENCES

ENVIRONMENT

Y,

LABOUR HUMAN RIGHTS

there are far more locations faced with material CSR
risks than those shown. What is more, many risks
occur in virtually all countries. These risks have not
been included on this map. Given the international
nature of their chains, the priority sectors also face
risks linked to Corruption and Tax Evasion. Since
these risks occur in all sectors and across the globe,
they have also been excluded from this overview.
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The overview shows that risks are plentiful all over
the world. They are widely spread across sectors
partly because of the prominence of chain risks in
this study. This becomes evident when we look at
the sectors’ presence in risk countries, as described
in stage 2 of our research (see chapter 4.3). Virtually
all sectors have links with countries that, according
to various indexes (such as the Human Rights Risk
Atlas and the Corruption Perception Index), are
qualified as 'risk countries’. These links arise from
product imports, local sites or direct investments.

Many suppliers of raw materials and end products
are based abroad. Although the Netherlands has
always been dependent on other countries for raw
materials, in the last few decades many production
sites have relocated abroad for economic reasons.
An example is textiles production, which used

to be a major industry in the Netherlands. Many
countries that act as important suppliers of raw
materials and/or products to the Netherlands do
not comply strictly with fundamental rights in the
field of Environment, Labour and Human Rights.

An example is the labour-intensive production

of agricultural raw materials (such as cotton) and
foods (cocoa and sugar, among others). The same
goes for raw materials sourced through mining,
such as coal. Labourers often have limited rights
in terms of work safety and working conditions,
as well as joining and forming trade unions, or
their rights are not fully respected. Vulnerable
groups, including women and children, are those
most at risk. In chapter 4.2 you will find a detailed
explanation of these - often cross-sectoral - risks,
which are becoming increasingly common.

Raw materials production also requires extensive

land use, e.g. the production of agricultural raw
materials, such as coffee, palm oil, soy and sugar,
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but also raw materials such as metals, natural stone,
oil and gas. This often results in environmental
problems, such as the destruction of (primary)
forests due to felling (Cameroon), soy cultivation
(Brazil, Argentina) and palm oil (Malaysia, Indonesia),
or water scarcity due to irrigation (e.g. for cotton
production) or mining (e.g. shale gas). Moreover,

the demand for land gives rise to conflicts with

the local population and the expansion of mining
activities (oil and gas, coal, natural stone etc.)

also pushes inhabitants out of their original living
environment, which results in major social issues
(see chapter 4.2 for a description of this issue).

The world map illustrates the risks based on their
impact and involvement assessment. In other words,
we only looked at the scope of each risk, not at
the efforts undertaken by the sector to limit these
risks. However, it must be said that many sectors
are doing their best to limit the risks discussed
(for more details on their efforts go to chapter 4.3
about the ‘responsibility to respect’ principle).
The world map on the previous pages also

shows the risks are widely spread across the
various risk categories, namely the Environment,
Labour and Human Rights. Certain risks apply

to more than one sector. Here you will find a

brief description of a number of these risks:
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e (Greenhouse gas emissions/air
pollution (all priority sectors)

0

¢ \Water and soil pollution
ENVIRON-  (chemicals industry, metal,
MENT agriculture and horticulture,
oil and gas, among others)

* \Water scarcity (textiles and
clothing, Food and beverage
industry, agriculture and
horticulture, and others)

e Unhealthy and unsafe working
conditions (all priority sectors)

e Child labour (including
LABOUR electronics, textiles and
clothing, food and beverage)

® Breach of women'’s rights (electronics,
metal, textiles and clothing,
food and beverage, agriculture
and horticulture, and others)

¢ | and grabbing (chemicals industry,
wood and paper, Food and
beverage industry, and others)

HUMAN e Deprivation of (the right to) a

RIGHTS clean, safe and healthy living
environment (construction, metal,
oil and gas, among others)

¢ Depletion of natural resources
(energy, oil and gas, among others)
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The management of a number of risks is not limited to
the implementation of Corporate Social Responsibility
(CSR) activities. The reduction of greenhouse gas
emissions and the prevention of air pollution, for
example, are subject to legal requirements, which
often differ between countries. In some countries risk
management may be a legal requirement, while in
others it may be non-statutory. In the case of labour
risks, for example, the right to free association and
collective bargaining may be anchored in national

law in different ways. In this SRA we are therefore
including risks that for some companies in a specific
sector and/or country (also) have a legal basis.
Moreover, the initiatives to manage the risks may

also go beyond what is legally required. A particular
risk in this regard is the emission of greenhouse
gases and its impact on climate change. In this field,
the largest companies in most sectors must comply
with the EU Emissions Trading System (ETS) and its
requirements for individual companies (have a look

at the Energy sector analysis for more information).

4.2 Cross-sectoral risks

The analysis carried out in the framework of this SRA
focused mainly on the risks in individual sectors.
However, during the risk analysis, it became clear that
a number of these risks affect (virtually) all sectors
and consequently call for a cross-sectoral solution,
possibly in addition to the sectors’ own approach. The
cross-sectoral risks can be subdivided into two types:
A. Risks that have been caused by different sectors
jointly. They require not only a sector-wide
approach, but also a solution of greater scope.

B. Risks that are country-specific, e.g. caused
by a lack of protection of and compliance with
fundamental employment laws, which affect
several sectors operating in the country in
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question. These risks also call for a solution
involving more than one sector at once. Due
to their country-specific character, the solution
for these risks also benefits from active
government (i.e. political) participation.

In a nutshell, cross-sectoral risks cannot be tackled
within the sectors themselves. They differ from risks
that do apply to more than one sector but can be
solved within the sectors themselves, such as the risk
of child labour in the production of various products.
That is something companies can in principle control
by monitoring their suppliers. Needless to say, it is
extremely difficult in certain countries, because of
multiple breaches of human rights and non-compliant
working conditions. We opted to include the breach
of employment and human rights in this study

as a cross-sectoral risk for specific countries.

The following cross-sectoral risks emerged during
our research: (1) Nexus between land, biodiversity
and food, (2) risks concerning mining activities,

(3) breach of employment and human rights in
China, Bangladesh, India etc., (4) breach of trade
union rights and (5) breach of women'’s rights.

1. Link between land use, biodiversity and food
The extensive use of land for the production of
agricultural raw materials to be exported across
the globe (including to the Netherlands) is, to
some extent, controlled by a limited number
of major players'®. This leads to disruptions
of the local food provision, affects ecological
values, eco-system services and land use, and
breaches the (land) rights of local populations,
particularly women', across the globe.

This risk occurs both within a given sector

(such as the food and beverage industry, where
interlinked risks occur in the cultivation and
export of ‘cash crops’ like palm oil) and across
several sectors. The Port of Rotterdam in the
Netherlands plays an important role in the transit,
production, processing and refining of some

of the raw materials concerned. The effects of
this risk differ and are mainly influenced by the
continued increase of the world population and
prosperity, which result in a growing demand for:

¢ biofuels (e.g. soy, sugar cane,
palm oil and jatropha)
e co-firing with biomass (e.g.
wood pallets and palm oil)
® bioplastics (e.g. maize and sugar cane)
® eggs, dairy, meat and fish (e.g. soy)
e other foods (e.g. palm oil and soy)
e cosmetics (e.g. palm oil)

The rise in the demand of these products
is also caused by an inefficient use of raw
materials and (political) choices with regard
to the combination of fuels used and the
accompanying subsidy and taxation policy.

These raw materials do not only carry risks,
they also provide benefits. Biofuels, bioplastics
and other bio-based solutions can contribute to
the reduction of CO, emissions, although this

is not always the case, as revealed by the latest
IPCC™ and UNCTAD? reports. The EU recently
banned palm oil and soy as biofuels. Several
NGOs also have a very critical view of biofuels?'.

Palm oil and soy, however, are unique in that they
offer a very high yield per hectare, for use in food
production among other things. Alternative raw
materials for the same use often require much
more land, making them even more harmful to
both the local populations and the environment. In
short, there are difficult dilemmas to manage?.

The risks discussed above are caused by

(a lack of) interventions by a large number

of parties in the countries of origin and in

the importing countries, which include the
Netherlands. Of all the sectors studied in the
SRA, these risks mainly affect the following:

e agriculture (due to the need for animal feed)
¢ food and beverage industry
(animal feed, ingredients)
¢ energy (co-firing with biomass)
e chemicals industry (bio-based)
¢ oil and gas (biofuels as part of the fuel mix)
e finance (financing of companies
active in the sectors concerned)
¢ retail (food and non-food)
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Since the effects of many of these risks occur
mainly in the context of the transformation of
land, outside the plantation and indirectly (water
systems and migration patterns are affected,

new infrastructure is built, local foods become
more expensive etc.), a more sustainable or
responsible approach to the cultivation of the raw
material in question is only part of the solution.
The International Finance Corporation (IFC) drafted
comprehensive guidelines on the management of
environmental and social risks in agricultural supply

chains, with a focus on ‘good governance’ on-site?.

Sustainable soy cultivation through collaboration
with small-scale producers or the certification
of plantations, for example, can be an effective
solution. However, it requires participation

from the entire production chain?*, because
small price differences can have a major impact
on the distribution of supply and demand.
Another partial solution is boosting the
productivity of small farmers?®. In India soy is
cultivated by about six million small farmers. By
increasing their productivity, the expansion of
soy-producing areas by some 4 million hectares
by 2020 can, in theory, be prevented?®.
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Dutch companies can contribute to tackling these
risks, both individually and as part of sector-
driven initiatives. However, they operate on a
complex global market?’. An effective approach
only seems feasible in combination with the
measures taken by individual companies and
sectors, through an international cross-sectoral
approach with participation of the governments
in the countries of origin and in the importing
countries?®. The involvement in this complex issue
and the possibilities to contribute to reducing
these risks vary from one sector to the next.

. Risks linked to mining

The chains of various sectors include mining
activities, which, in many cases, have negative
consequences for people (working conditions,
land grabbing and the deprivation of the right to

a safe living environment) and the environment
(pollution, a loss of biodiversity, deforestation,
water scarcity and particulate matter). Mining
can refer to the extraction of raw materials, such
as coal, oil and (shale) gas, (precious) metals and
construction materials (cement, natural stone), and
the production of artificial fertilisers (phosphates).
Various sectors are involved, including the
agricultural and horticultural sectors, metal,
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electronics, construction, energy, oil and gas. Here
t0o, the problem affects more than one sector
and cannot be solved by the Netherlands alone.

An example is tin mining on the Indonesian

island of Bangka, which is plagued by major
environmental pollution and human rights
breaches?. It is a major problem, yet it is not easy
to pinpoint who is responsible for it. Metals like
tin, which can be found in consumer electronics,
such as mobile phones, among other things, have
a lot of applications and are used in many sectors
across the globe. Here too cross-sectoral solutions
are a must, and they require the participation

of various players, including the government. A
similar situation applies to the extraction of the
raw material for aluminium (bauxite), to be used

in transport applications (cars, trucks, buses,
trains and planes), in construction (roof, wall,
window and door coverings), packaging (cans,

foil and cardboard) and high-tech electronics®°.

Yet another example is the extraction of raw
materials causing conflicts®' (e.g. in Congo)

or mining that results in local conflicts (with
employees or local populations), such as platinum
mining in South Africa (Lonmin Platinum). The
Netherlands is highly dependent on metals from
conflict regions, where it is involved at various
levels, i.e. in the processing of raw materials

into half-finished products, as a producer of end
products and as a consumer. This does not only
affect the metal and electronics sectors. Currently,
both the market and the EU are taking initiatives
to guarantee supplies and reduce the number of
components originating from conflict regions.
Since conflicts make the delivery of metals
unpredictable, the Dutch government is trying

to take steps to guarantee their delivery through
the raw materials initiative and the Dutch raw
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materials initiative. Moreover, the EU is drafting a
Directive on raw materials from conflict regions.

That being said, the current initiatives have

so far not succeeded in bringing about any
changes in the scope and severity of the
problems in conflict/mining regions. This issue
requires a tougher and joint stance by all the
market players, governments, civil society
organisations and local communities.

. Breach of employment and human rights in

high-risk countries

Various high-risk countries®?, such as China,
India, Pakistan and Bangladesh, are responsible
for major breaches of Employment and Human
Rights regulations, which Dutch sectors are
often confronted with. Due to subcontracting

to low-wage countries, many production
processes of Dutch sectors have moved to
these countries, which has resulted in the
‘import’ of a number of associated risks. The
chapters dedicated to the sectors show the
main import countries for specific raw materials
and products in a number of sectors. China
represents the biggest chunk in virtually all high-
risk manufacturing sectors, with a share that often
equals 10 to 25% of the direct import value.

An example of Employment and Human Rights
breaches in the electronics sector is that
electronics factories in China often fail to comply
with labour standards, resulting in long working
hours, low salaries, exposure to toxic chemicals,
forced overtime and abuse of vulnerable minority
groups, such as migrants. There are several
ongoing initiatives in the sector to tackle these
issues, (such as the EICC, the Electronics Industry
Citizenship Coalition®), but it remains difficult to
obtain results without involving (the Dutch and
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local) governments and other sectors. That allows
for stricter compliance of laws and monitoring
of the protection of fundamental rights.

. Breach of trade union rights

The right to free association and collective
bargaining, including the right to collective action,
are laid down in the Universal Declaration of Human
Rights and confirmed by other treaties, such as
the ILO conventions and the OECD guidelines.
The right to free association (i.e. the right to join

a trade union) is one of the fundamental rights

in the international Labour and Human Rights
frameworks. Trade union rights also ‘open doors
to solving other labour risks'. If workers are not
allowed to join forces, they cannot take a stand
against their employers and the bad working
conditions in certain countries and sectors,
including low wages, temporary contracts

and systematic overtime. Some countries’
governments do not safeguard trade union rights.
In certain cases, the legislation is in place, but

it is not enforced. Moreover, certain countries

and sectors systematically only offer temporary
contracts, effectively undermining the right to free
association. Free and independent trade unions can
only exist where there is no violence, oppression,
fear and threatening behaviour. In countries where
trade unions members are met with violence, fewer
people tend to join, making it impossible for the
trade unions in question to protect the employees'’
interests. Violence against trade union members
is common in more than twenty countries.

The countries at risk include China, Guatemala,
Zimbabwe, Belarus and Colombia. In Guatemala
53 trade union members have been killed in the
past six years and only 1.6% of all workers have
joined a trade union. In Colombia eighteen trade
union members were killed in 2012 and 20133,
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Companies and sectors should fulfil their
‘responsibility to respect’. They should allow
free trade unions to hold dialogues and promote
participation. Nevertheless, part of the solution
lies with the governments of the countries in
question. Solid agreements with these countries
and the introduction of adequate regulations
must be pushed and strengthened continuously.
A major role for both the Dutch and the local
government is key and should be demanded

in the framework of the governments’ duty to
protect. Unlike the sector-driven views of Dutch
business, international trade unions often see
matters from a different point of view, e.g. on

an international level or as part of a production
chain. In our descriptions of each sector, we
acknowledge the breach of trade union rights in
various sectors, such as the chemicals industry,
metal, oil and gas, textiles, Food and beverage
industry, and agriculture and horticulture.

. Breach of women'’s rights

Women's rights and gender equality are a
necessary condition in the fight against poverty,
the promotion of sustainable development,
a dignified job and social cohesion. The risks
related to women's rights are acknowledged
in various sectors (see the next chapter), but
this does not do justice to the complexity of
the gender issue. In addition to the risks for
women's rights explicitly identified for each
sector, women are often also the victims

of other risks described in the categories
Environment, Labour and Human Rights®®.

Employment rights and the informal sector
Women often carry out a large share of the
work at the bottom of the production chain, e.g.
in the cultivation of raw materials for the food

industry3¢. They are paid low wages and work

in bad conditions. One of the main risks women
are faced with is the fact that they often work in
the informal sector, which results in malpractices
falling under the radar of human rights reporters.
Given their socially and culturally disadvantaged
position and their responsibility in taking care

of the children and the household, they are

in an unfavourable position when it comes to
negotiating, and they are often scared to lose their
job%®. This makes women vulnerable and an easy
target for exploitation and sexual intimidation.
Moreover, women are hardly represented in
trade unions. In practice, in a context with

male managers, the risks of exploitation, rape
and physical and verbal abuse are higher,

for example in the metal mining sector®’.
Women are, for example, overrepresented in

the cotton, textiles and clothing industry. They
generally earn less than their male colleagues
who carry out the same work and are faced

with verbal, physical and sexual intimidation®®.

In certain countries women are forced to do a
pregnancy test when they start employment.

Human rights risks

Women are often the victims of environmental
risks, e.g. land degradation, because they need
to make a greater effort to secure water and
food?®. This puts additional pressure on their —
often double — workload, threatening the food
security of entire families and communities. This
does not only imply a lack of water and food on
the local market due to water scarcity, among
others, but also the pollution of the available
water sources and soil, poisoning crops. Due to
their social role, this issue affects women more
than men. Land grabbing often also affects
women the most, because any compensation

(in the form of payment or land) that the local
populations receive usually goes to men, who
are considered the main breadwinners.

An example: India is known for the mass
exploitation of young women in the textiles and
clothing sector under the Sumangali system.
Women are given three-year contracts and
paid extremely low wages. They are expected
to work long hours in unhealthy conditions. A
large part of their salary is only paid upon expiry
of their contract, on condition that they reach
the term. The female workers live in or near
the factories in closed complexes, and have
hardly any contact with the outside world?.

The risk of malpractices related to women's rights
Is linked to deeply rooted standards and values in
society and call for a specific, explicit approach,
and for cross-sectoral policy interventions.
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Figure 4.1 / ‘Responsibility to respect’ profiles per sector

Number of risks in the four ‘responsibility to respect’ profiles per sector
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4.3 Responsibility to respect

For all severe and very severe risks, KPMG evaluated
the approach to the principle of ‘responsibility to
respect’ based on four dimensions (Insights, Results,
Transparency and Participation) using public sources
as a reference. The sectors’ approaches were
assessed on a scale from 0 to 3 (0 —Insufficient,

1 —Defensive, 2 — Sufficient and 3 — Leader). In the
graph above, the average values are as follows:
Insufficient (0-0.75), Defensive (0.75-1.75), Sufficient
(1.75-2.5) and Leader (2.5-3.0). At the same time,

we assessed the ‘responsibility to respect’ of the
sectoral organisations through a self-assessment
and consultation with stakeholders (see chapter 3.2
and 3.3). In doing so, we took account of the diversity
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within the sector as much as possible. This also
explains why there is only a limited number of risks at
sectoral level ranked as ‘Leaders’. In all sectors there
are Leaders for (almost) all risks, but usually there are
also companies for which less information is available
or which are lagging behind in risk management.

The X-axis in the graph shows the number of risks.
An example: there is one risk for the chemicals
industry sector for which the approach to the
‘responsibility to respect’ can be classified as
‘Insufficient’, four risks which were assessed

as 'Defensive’, nine risks for which the sector is
‘Sufficient’ and three risks for which itis a ‘Leader’.
Virtually all sectors have more than five risks in

the categories ‘Insufficient’ and ‘Defensive’ put

© 2014 KPMG Advisory N.V.

together. Further analysis of the graph shows

that the majority of material risks fall under the
categories ‘Defensive’ and ‘Sufficient’. Several
sectors are ‘Leaders’ in the management of specific
risks. However, in all sectors there is scope for
improvement. Most sectors are faced with a variety
of risks that require a more targeted approach to the
‘responsibility to respect’. The graph also shows
that the risks for all profiles are spread across the
three risk categories (the Environment, Labour and
Human Rights). Finally, the graph reveals in which
risk categories the sector is already performing

well and where there is scope for improvement.

In chapter 6 you will find a detailed overview of the
main risks for each sector where the due diligence
process needs to be strengthened further. Moreover,
you will find explanations of several risks and the
sector’s approach to the principle of ‘responsibility

to respect’ in that regard. Finally, we also list best
practices and considerations for dialogue.

4.4. Corruption

Corruption risks were an integral part of the study, yet
this category is somewhat different from the other
risk categories — the Environment, Labour and Human
Rights — because it is difficult to link corruption risks
to specific sectors. Individual companies have been
called into question for corruption, but these need not
be a reference for the entire sector. Moreover, it is
highly likely that corruption also occurs in companies
that have not revealed any information on the matter,
making it difficult to carry out an objective analysis.
Reliable data on the subject and its scope is, in many
cases, not available. Nevertheless, information is
available on the corruption risk at country level,

e.g. through the ‘Corruption Perception Index’ by
Transparency International. This index is used in
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the analysis of chain risks and the identification of
priority sectors, and as such, corruption is taken

into account in the selection of priority sectors. We
analysed whether or not forms of corruption occur

in the priority sectors. Our analysis was mainly
focused on countries other than the Netherlands,
where there are laws and regulations on the matter,
and CSR comes in where legal coverage ends.

There are various forms of corruption, each with a
different extent. In our analysis we did not look at
individual cases of fraud within companies, but rather
at transactions in the chain involving various parties,
with a major negative impact on society. We analysed,
among others, the following (sector-specific) risks:

e Corruption and bribery (of officials to obtain
land rights, for example): this occurs in the
production of agricultural raw materials, among
others. Our findings: international research by
Transparency International shows that 10 to 20% of
respondents pay bribes to the government to obtain
land. In Brazil and Indonesia large areas of rainforest
are regularly sold for the production of soy and
palm oil, among others. The local population often
has little say in the decisions taken and in extreme
cases, people are forced out of their homes.

e Sham arrangements in the recruitment of
foreign employees (e.g. to avoid having to apply
for the obligatory work permit): the agricultural
and horticultural sectors in the Netherlands are
at high risk of labour market fraud. They have a
relatively high number of foreign seasonal and
temporary workers, because the amount of work
depends on the season. This increases the risk
of low wages, illegal employment, bad working
conditions and fraud. An analysis carried out
by the labour inspectorate in 2012 shows that
15% of all inspections*' revealed violations.
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¢ Irregularities for certified products: this risk is
best documented for tropical (hard)wood*?, but
also occurs with other types of wood, textiles,
agricultural raw materials, fruit and vegetables*.
Given its nature, the risk in these sectors is
not well documented, making it impossible to
determine its size and link with Dutch sectors.

These risks were discussed with several NGOs,
which expressed their concern on the subject.
The data and text mining exercise for the selection
of sectors (see chapter 3.2) also revealed several
cases. The risks in question are recognised by

the sectors, but it proved impossible to assess
the impact and involvement of entire sectors.

4.5 Taxation

The OECD guidelines** state the following about
taxation: “It is important that enterprises contribute
to the public finances of host countries by making
timely payment of their tax liabilities. In particular,
enterprises should comply with both the letter and
spirit of the tax laws and regulations of the countries
in which they operate. Complying with the spirit of
the law means discerning and following the intention
of the legislature. It does not require an enterprise
to make payment in excess of the amount legally
required pursuant to such an interpretation.”

Tax evasion and the optimisation of tax obligations
through financial arrangements like ‘mailbox
companies’ are increasingly seen as CSR risks

by society. Corporate tax planning per se is not
illegal, but it can result in lower tax payments than
those envisaged by the taxation regulations in the
country where the multinational has a branch. This
could be the result of differing taxation regulations
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between countries (for more information, we refer
to the OECD Action Plan on Base Erosion and Profit
Shifting*®) and vulnerable taxation services in the
countries in question. The subject has come to the
attention of the House of Representatives and the
Cabinet. The Cabinet reacted as follows to the SEO
report (titled ‘Uit de schaduw van het bankwezen™’,
translated as ‘Out of the shadows of the banking
sector’): “The Netherlands should take a critical
look at itself. In some cases, the question may arise
whether it is in line with the Dutch regulations and
the intentions of the countries the Netherlands has
signed treaties with, that link companies based

in the Netherlands use the Dutch treaty network.
The Cabinet is aware of the criticism on the role of
Dutch link companies in international groups and
the major money streams involving Dutch special
financial institutions.” In that same letter, the Cabinet
promises to take measures to counter tax evasion,
particularly in cases that have a negative impact

on third-world countries. At EU level, initiatives are
also under development to counter tax evasion by
international businesses. The main target is to boost
transparency. The OECD is also actively developing
an international taxation standards framework. The
plan launched on 19 July 2013%" contains actions
aimed at preventing the undermining of the tax
base and shifting of profits. The OECD is looking

to include anti-abuse provisions in its model treaty,
as well as recommendations for the introduction

of anti-abuse measures in national legislation.

Tax evasion is a hot topic, and a complex one too.
Consequently, the sectors cannot be assessed on
their risk of tax evasion. When we take a closer

look at this topic, it becomes clear that tax evasion
can take several forms, such as Transfer Pricing
(internal price setting for products within companies),
underpayment of tax in countries where (Dutch)

companies are operational, and foreign multinationals
setting up ‘mailbox companies’ in the Netherlands.
Mailbox companies or special financial institutions
are companies set up specifically to tap into the
advantageous tax regime in the Netherlands,

without having any substantial economic activities,
and often even without employees*®. The SEO
report®3 states that there are 12,000 special

financial institutions in the Netherlands, which

jointly generate a turnover of 2,890 billion euro.

As mentioned earlier, tax evasion is a hot topic in the
world of CSR. Yet there is currently no internationally
recognised framework for the assessment of

CSR risks linked to taxation. Moreover, just like
corruption, which was discussed in the previous
chapter, it is difficult to link tax evasion to specific
sectors, because it is individual companies from
very diverse sectors that are called into question,
not sectors. Moreover, the lack of transparency in
the annual reports published by companies also
makes it difficult to carry out a reliable analysis.

In a nutshell, due to a lack of available data we
cannot make any claims at sectoral level.

Given the reasons outlined above, we decided not to
analyse taxation as a separate topic, but to include
this risk in the sectors’ self-assessments and in the
questionnaires for civil society organisations. The
self-assessments included the following risk:

Tax evasion includes tax planning (the legal
optimisation of the overall tax burden of a company
which has branches in various countries). This
results in the company paying less tax in some of
the countries where it is active on both operating
profits and capital income than what the taxation
legislation (the letter and spirit of the law) of

those (developing) countries envisages.

The evaluations of the risk described above are
very diverse. NGOs (in all sectors) assess the risk
as 'high’. The sectors seem to consider it a tricky
subject and are often unaware of the taxation risk
their sector poses, unlike all other risks, which the
sector’s representatives manage to easily assess.
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1.8 million tonnes of soy per year:
95% of the total Dutch consumption

The Dutch agricultural and horticultural sector has

a turnover of 26.5 billion euro a year and comprises
more than 67,000 companies, that jointly employ
160,500 annual work units (these figures refer to the
main producers, not the total agricultural sector)?®s.
After the United States, the Netherlands is the main
exporter of agricultural products worldwide?®. The
sector represents a wide variety of companies, that
can be subdivided into arable farmers, horticultural
companies, grazing and caged livestock, and

mixed companies. The umbrella organisation for
the sector is LTO Nederland (the federation of
agriculture and horticulture). The Dutch agricultural
and horticultural sector is mainly active in the
Netherlands and makes great efforts to reduce the
CSR links related to Dutch production activities.
The sector also plays a strategic role in making
international chains more sustainable, particularly
due to the high imports of soy for animal feed and
the cultivation of flowers abroad. An example: the
Dutch agricultural and horticultural sector uses 1.8
million tonnes of soy a year, which equals 95% of
the total soy consumption in the Netherlands?®’.

In this SRA, foreign agricultural and horticultural
companies whose products are exported to the
Netherlands are not included in the Dutch agricultural
and horticultural cluster, but they are included in the
chain of the Dutch food industry if their products

are processed into foods by Dutch companies.
Consequently, this chapter does not focus on the
international agricultural and horticultural sector, but
rather on the Dutch sector and its supply chain.
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Dutch environmental issues and their
links with labour and international risks

Both the sector and the government focus strongly
on CSR risks in the Netherlands, particularly on
environmental risks, such as greenhouse gas
emissions, water and soil pollution, and the spatial
aspects of agriculture, i.e. its contribution to the
landscape (spatial planning, contribution to natural
development, prevention of odour nuisance) and
animal welfare. This has resulted in the launch

of numerous initiatives and covenants to reduce
environmental risks in the Netherlands?®®28%. Two
examples are the 'Sustainable dairy production
chain’ initiative and the ‘Covenant for clean and
energy-efficient agricultural sectors’ (see box

1). In the past few years, labour risks have also
received more attention, such as safety and
labour market fraud, including the associated
‘good employment practices’??°. The sector is also
responsible for several international CSR risks
linked to the import of protein sources for animal
feed — such as soy — from abroad, as well as the
import of flowers, phosphates and potting soil.

Striking in the sector’s approach to the
‘responsibility to respect’ is the fact that:

¢ There is an increased risk of bad working conditions
in the cultivation of mushrooms and asparagus in
the Netherlands. The sector claims a lot of efforts
are made to solve this problem, e.g. through
active collaboration with temporary employment
agencies and membership in the ‘Fair Produce
Foundation’, where employers and employees join
forces to prevent labour-related malpractices in the
cultivation and trade of mushroom and other fruits
and vegetables?9'2?2, Stakeholders feel this is still
a serious issue. Moreover, last year stakeholders
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received hundreds of complaints on bad working
conditions in the cultivation of mushrooms and
asparagus. Some of these complaints also involved
certified temporary employment agencies?93.2%4;

® Phosphate and nitrogen leaching are high on
the sector’s agenda in its efforts to keep ground
and surface water clean. Moreover, the sector is
working to reduce the amounts of phosphates
required in order to boost efficiency and counter
the risk of depletion of natural resources (security
of supply). Local CSR issues linked to the extraction
of phosphates are less explicitly highlighted??s;

® The sector states that there are a few hundred
Dutch companies that cultivate flowers abroad,
more specifically in Eastern African countries, such
as Kenya and Ethiopia, which generally poses an
increased risk of bad working conditions?96.297.298
There is currently no sectoral policy to limit this
risk, but during the workshop it turned out that
both the sector and the stakeholders feel individual
Dutch flower producers abroad respect the
rules to a more than average extent and adopt a
pioneering role in ICSR (International Corporate
Social Responsibility) in the sector?®®. Nevertheless,
CSR risks in these countries, such as breaching
of women'’s rights, low wages and long working
hours, remain an important point of attention,
also for Dutch companies that operate there;
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¢ | arge amounts of protein sources — soy and
other agricultural raw materials —are imported
for the production of animal feed. The sector
aims to reduce risks linked to soy production by
purchasing exclusively certified sustainable soy
from 2015 onwards. However, there are no clear
strategies for the other protein sources yet;

e |n the past few years, animal welfare has constantly
improved, partly thanks to the many initiatives
launched by the sector (see box 1)3%°. Nevertheless,
there are still concerns on animal welfarg301.302.303,

¢ The Netherlands (and several other countries in
North-Western Europe) have made a commitment
to promote sustainable soy which is unique in
its kind all over the world?***. However, the use
of this product certification to limit (international)
CSR risks results in a high dependence on the
quality of the RTRS criteria and audits, and
individual companies are forced to meet these
obligations. What is more, there are strong doubts
about whether it is possible for the sector to only
purchase sustainable soy from 2015 onwards3°®.
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Sustainability takes centre stage in the agricultural and
horticultural sector. Below you will find a few examples
of sectoral initiatives to reduce CSR risks306:307.308:

¢ The ‘Covenant for clean and energy-efficient
agricultural sectors’”: targets to reduce energy usage
and emissions, and for the production of sustainable
energy;

e Stigas: knowledge centre of the agricultural and
horticultural sector which promotes safer and
healthier working conditions, e.g. through information
provision, risk inventories and assistance in the
prevention of illness and incapacity;

e Fair Produce: label for the entire chain that
guarantees a socially responsible staff management
policy, specifically aimed at improving working
conditions in mushroom cultivation;

e SNA (Labour Standards Register): LTO Nederland
has joined SNA, which consists of collaboration
agreements to prevent malpractices in the temporary
employment sector;

* ‘Mineral Management Masterplan’: aimed at
emission-free arable farming by 2030;
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e 'Sustainable dairy production chain”: see box 3;

e "Voerspoor' (tracking of animal feed): aimed at
reducing the use of phosphates;

® ‘Den Bosch covenant': collaboration between meat-
producing parties to make livestock farming more
sustainable and to transform it into a ‘carefully
intensive’ sector;

e 'Pork production chain platform’: innovation and
sustainability in the pork production chain;

e ‘Noordwijk declaration”: aims at bringing piglet
castration to a halt by 2015, with the use of
anaesthetics in castration as an intermediate solution;

¢ ‘The chicken of tomorrow": promotion of more
sustainability in the chicken production chain;

e A more professional approach to quality systems:
e.g. through the application of Global Cap
certification. Environmental issues, animal welfare
and working conditions take centre stage, among
other things.
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Box 2: Examples of CSR risks and approach to the principle of ‘responsibility to respect’

TYPE OF RISK

Y,

Environment

Water and soil pollution due
to acidification and
eutrophication (livestock
farming)

IMPACT

Eutrophication is caused by emissions of
ammonia and nitrogen oxides. These same
substances combined with sulphur dioxide
cause acidification. A few key figures:

- 909 of Dutch ammonia emissions are
caused by the agricultural and horticultural
sector (namely livestock pens, use of
livestock manure and fertilisers, grazing
and manure storage®®).

- 609 of the national environmental issues
caused by nitrogen and phosphorus are the
result of leaching and run-off from
agricultural land and nature plots (2011)%'°.

RESPONSIBILITY TO RESPECT

Since 1990, the ammonia emissions of the
agricultural sector have reduced by 68 %
thanks to emission-free fertilising. The
decrease since 2007 is the result of spreading
regulations, the adaptation of livestock pens,
emission-free animal housing and lower
nitrogen levels in cattle feed®'". In 2014, the
sector signed the covenant ‘Measures
programme for nitrogen management’ with
the government, as part of which the sector
commits to reducing the net ammonia
emissions by at least 10 kt by 2030
compared to 2013%2.

TYPE OF RISK

Labour

Breach of women’s rights
(e.g. right to equal pay in the
cultivation of flowers abroad)

IMPACT

Economic importance:

- With its yearly imports of more than 800
million euro, the Netherlands is one of
the main importers of flowers worldwide.

- The Dutch wholesale sector is involved in
609 of the international flower trade?™.

- 41% of the flowers imported come from
Kenya.

Women's rights

- Itis estimated that the flower sector in
Kenya employs about 100,000 people, most
of them women®™.

- In Kenya women are expected to work an
average of 12.9 hours a day, while
men work on average 8.2 hoursa day.

- These extra hours are often unpaid,
resulting in lower hourly wages for
women®™,

- The wages that women make are higher
than the minimum wage, but in practice
they are often lower than a living wage®'®

- Sexual intimidation of women occurs in
509 of companies in the Kenyan flower
sector.

RESPONSIBILITY TO RESPECT

- The Dutch flower sector developed the

MPS (More Profitable Sustainability)
certification, a label that is now used in
over 99 countries, including Kenya. The
MPS label sets requirements for
sustainable flower cultivation. In the past
few years, MPS and other labels have
resulted in better conditions for maternity
leave, childcare and treatment, and sexual
intimidation in Kenya. However, research
shows that breaches of women's rights still
occur there, specifically in non-certified
companies®’3'®. Consequently, these
topics remain points of attention with
scope for improvement.

Dutch flower producers abroad are
considered to be leaders in ICSR*'9320, CSR
risks abroad can also be influenced through
the purchase of flowers®?". Dutch flower
auctions are working on the introduction of
a fair-trade label for imported products, but
to date, it is still unclear how many
sustainably cultivated flowers are
imported3?2,
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Appreciation by civil society parties

Even though the sector adopts different methods

to limit international CSR risks, its approach to the
‘responsibility to respect’ is assessed differently by
the sector and by stakeholders as part of this SRA.
Stakeholders give the approach to the ‘responsibility
to respect’ a lower score than the sector itself.

This different assessment seems to arise from
the different views on the sector’s scope and the
guestion as to when the ‘responsibility to respect’
is sufficiently met. The sector specifically focuses
on the role of Dutch companies and the initiatives
launched to reduce risks. The sector concludes it
is ‘Sufficient’ or even a ‘Leader’ when it comes

to limiting risks. The stakeholders, on the other
hand, mainly take into account the impact and
change observed in the Netherlands and abroad.

54 | CSR Sector Risk Assessment | SEPTEMBER 2014

They believe that while the problems persist, the
sector’s efforts do not suffice. The stakeholders
mainly look at general issues in the international
agricultural sector, such as human rights (e.g. land
grabbing), working conditions and water scarcity,
regardless of their link with the Dutch agricultural and
horticultural sector. Therefore it is difficult to properly
assess how the approach to the ‘responsibility to
respect’ is perceived in terms of international CSR
risks caused by the Dutch agricultural and horticultural
sector. During a meeting with representatives

of the sector and stakeholders, it turned out that

the latter were unaware of various CSR initiatives
launched by the sector. As a result, the differences

in the assessment of the ‘responsibility to respect’
between the sector and the stakeholders may seem
larger than they would have been if the initiatives

in question had been more widely known.

© 2014 KPMG Advisory N.V.

Risk:
Various environmental risks in the dairy production
chain.

Parties involved:
NZO (the Dutch dairy association) and LTO Nederland.

Activities:

The 'Sustainable dairy production chain’ is an initiative
launched by the dairy sector and dairy farmers, which
aims to make the Dutch dairy sector the worldwide
leader in terms of sustainability. Concretely, this has
resulted in the following targets3?3:

CLIMATE AND ENERGY

e A 30% reduction of greenhouse gas emissions by
2020 compared to 1990, including climate-neutral
growth;

® 20% sustainable energy by 2020 and an energy-
neutral dairy chain;

® 2% energy efficiency per year (1.5% for factories
and 0.5% for the production chain) and an overall
energy efficiency of 30% between 2005 and 2020;
energy savings of 2% for livestock farmers.

ANIMAL HEALTH AND WELFARE

e Reduction of antibiotics resistance. Lower
antibiotics use in 2013 to the levels of 1999;

e ncrease the average longevity of cows, specifically
by lowering the incidence of mastitis and hoof
problems;

e All new cowsheds built in 2015 must be fully
sustainable.
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GRAZING
e The current grazing levels should be maintained

BIODIVERSITY AND ENVIRONMENTAL ISSUES

e Use of 100% RTRS-certified sustainable soy and
sustainable palm kernel expellers by 2015;

e Actions and measures that directly and indirectly
influence the volume of phosphates and the
ammonia emissions;

e Improvement of biodiversity.

Results:

In 2012 the initial results of the ‘Sustainable dairy
production chain’ initiative were presented. They
were compared with the 2011 benchmark3?#:

¢ |n 2012 antibiotics use dropped by approx. 25%
compared to 2011. In 2012, the use of critical
products was also kept to a minimum;

e After a temporary rise, primary fuel usage
(electricity, diesel and gas) in dairy farming dropped
by 2.8% in 2012;

® Phosphate excretion by the Dutch dairy herd
decreased by 3% (to 76.1 million kg) and ammonia
emissions by 4% (to 45 million kg);

e The percentage of sustainable soy purchased rose
from 19% in 2011 to 34% in 2012;

e For all the remaining topics, there was limited
improvement or the results remained stable.
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Overview of all material risks

Risks generally refer to the chance that an event
will take place 'multiplied’ by the ‘consequence’ of
that event. In many cases, this allows for risks to
be quantified. The SRA uses the term ‘impact’ to
refer to the estimated chance (that a situation will
take place, an estimate of the number of people
involved, the scope of the environmental damage
in the area in question, the emissions measured in
tonnes etc.) and the consequences (the severity
of the event for the environment, people and
animals) of each risk. Risks that affect people

and animals’ physical integrity and that cause
irreversible damage are classified as severe.

The figure below illustrates the impact (scope and
severity of the risk) and the sector’s involvement
(indicated through its position in the chain and

the share of companies involved) per risk, with a
figure between 0 and 3. These findings are based
on the literature review carried out by KPMG,
supplemented with the input from the sector and
civil society organisations. The sources used in
the assessment of the impact and involvement are
listed in the separate SRA source book. Corruption
and taxation risks were not included in the table,
because they cannot really be assessed at sectoral
level. For more information on Corruption and
Taxation risks we refer to chapters 4.4 and 4.5.

Main risks

For the approach to the ‘responsibility to respect’,
we also made four (sub)observations for the
following dimensions: insight into the risks, results
(actions launched), transparency and collaboration.
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In the assessment of the ‘responsibility to
respect’ of the agricultural and horticultural
sector we took into account the following:

¢ The findings are based on the Dutch agricultural
and horticultural sectors, which also include Dutch
companies operating abroad and agricultural
products like soy that are used by Dutch agricultural
and horticultural companies. International
agricultural and horticultural companies that
supply products to the Netherlands that are
not used by Dutch agricultural and horticultural
companies were not taken into account;

In the SRA methodology, sectoral efforts like the
‘Green Deals’ and the 'Sustainable dairy production
chain’ resulted in a high score for the dimensions
‘insights’, ‘results’ (actions have been launched)
and ‘collaboration’. The reasoning behind this is
that, in the foreseeable future, the risks should

be managed efficiently if the sector honours the
clear commitments made. This also applies to the
RTRS targets. The fact that there are currently
several bottlenecks did not affect the score;

More efforts could be made to promote more
transparency on the risks abroad. In addition to this,
individual companies could illustrate their concrete
improvements more thoroughly. In order to do so, a
better insight is required into the risks in the supply
chain of individual companies (due diligence);

¢ Thanks to the extensive quality systems for food
safety, the risks for people’s health linked to the
consumption of foods from the Dutch agricultural
and horticultural sector are very limited.
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Figure 5.8 /Findings for the agricultural and horticultural sector
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In the agricultural and horticultural sector, there
are several risks with a relatively high impact/
involvement and a relatively limited approach
to the ‘responsibility to respect’, namely:

In the Netherlands:

¢ Water and soil pollution due to the use of crop
protection products. The concentrations of crop
protection products in the soil and in water have
decreased in the past fifteen years, but in about
half the places where surface water is analysed,
the values measured exceed the standards

Internationally:

¢ Aloss of biodiversity (and an increase of CO,
emissions) due to peat excavation (in Baltic states).
The excavation and use of peat releases a lot of
CO,. On ayearly basis, the Netherlands import
approx. 5 million m? of peat. Although the exact
impact on the Dutch sector is unclear, internationally
itis an important risk and the measures taken in this
regard are limited®?5;

¢ Breach of trade union laws and the right to free
association, women's rights (e.g. the right to equal
pay) and the right to a living wage (in flower
cultivation abroad, e.g. in Kenya and Ethiopia).
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Specific considerations for dialogue

In addition to the (strengthening of) the ongoing
sectoral initiatives, we identified the following
considerations for further dialogue:

With regard to the CSR risks in the Netherlands:

e Check whether there is the possibility to —in
addition to the existing initiatives, such as Fair
Produce, Stigas and the partnership with SNA -
improve working conditions for foreign workers
in the mushroom and asparagus cultivation.

With regard to international CSR risks:

¢ Flowers, fruit, vegetables and seeds: check
whether there is the possibility to — in addition to
the existing CSR initiatives launched by individual
companies — further reduce CSR risks for Dutch
agricultural companies abroad, such as producers of
flowers, fruit, vegetables and seeds. The outcome
of this analysis can be used as a basis for dialogue
about possible new CSR activities and initiatives.
This is a challenge for the sector, because some
companies have production activities both in the
Netherlands and abroad, and others have a Dutch
owner but all their production activities are abroad.
That last category cannot really be included in
the Dutch sector. The purchase of sustainable
flowers is its only link with the Netherlands.
Although ‘Flora Nederland’, where the imported
flowers are auctioned, is a cooperation of Dutch
horticultural businesses, wholesalers and buyers
(including retailers) also play a role in making the
flower production chain more sustainable;

® | ook into possibilities to limit CSR risks in the
extraction of phosphate (livestock farming
and arable farming) and peat (e.g. mushroom
cultivation) in the countries of origin;

® Development of a sustainable protein
strategy for the production of animal feed
in addition to the targets for the purchase
of sustainable soy (see box 4);

® Check how livestock farmers could contribute to
this (including the possibilities and/or willingness
to pay a slightly higher price for sustainable soy);

e Extend the scope of the initiatives: look
into possibilities for sectoral commitments
for the purchase of other sustainable raw
materials, such as maize and wheat.

/ CONSIDERATIONS FOR / 06
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Sustainable protein chains

Raw materials usage has a major impact on CSR risks
abroad. Given the large quantities of protein imported
to produce enough animal feed for the Dutch
agricultural and horticultural sector, the development
of a sustainable protein strategy is a priority®?¢. Soy
plays an important role in this respect, as does the
production of other ingredients for animal feed, such
as maize, wheat, rapeseed and palm oil. They all
contribute to CSR risks in the chain. Therefore the
dialogue could focus on extending the targets to
sustainable purchasing of these raw materials.

Alternative raw materials

Apart from making the existing chains more
sustainable, alternative protein sources with lower
CSR risks could replace the existing protein sources.
Moreover, dialogues could be held to explore the
applicability of such alternative raw materials. A few
examples are Dried Distillers Grains with Solubles
(DDGS), algae and insects. Other possibilities are new
proteins that can be cultivated in Europe, such as field
beans, lupin and NW-EU Soy3?’.
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World leader in economic
value and sustainability

The turnover of the chemicals industry in the
Netherlands amounts to 57 billion euro (2013),
including a 6 billion euro turnover from the
pharmaceutical industry. This makes the chemical
sector the second largest of the Dutch economy,
after agriculture and Food and beverage industry. In
2013 the Dutch chemical sector employed 62,000
people (including 13,000 in the pharmaceutical
sector), spread across more than 400 companies.
80% of all chemical products manufactured in the
Netherlands are exported —80% of them within
Europe. The export of chemical products amounts
to 17% of the total export of goods and 19% of
the exported goods produced in the Netherlands.
In 2013 the chemical sector contributed 23 billion
euro to the trade balance, which equals 52% of
the total for goods. Its share in the GDP is about
2.5% (this includes the pharmaceutical sector)'?.
The SRA focuses on the chemical sector as a
whole, and does not discuss any risks that apply
specifically to the pharmaceutical sector.

From a sectoral point of view, the input for the SRA
was coordinated by the sectoral organisation VNCI,
the association of the Dutch chemical industry,
which counts companies, associations and donors
among its members. Together with its ten member
associations, VNCI has direct and indirect links
with more than 600 companies'®. Some of these
companies have ranked high in the Dow Jones
Sustainability Index for years, operate in more than
50 countries and have several sites in China, India
and Brazil. The sector also comprises many smaller
chemical companies based in the Netherlands.
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The sector processes raw materials such as
naphtha, gas and minerals into basic chemicals

and chemicals with high added value for a wide
variety of manufacturing industries. Apart from
basic chemicals such as ethanol, ethylene and
ammonia, the sector also produces solvents, resins,
pharmaceutical ingredients and products, a number
of plastics, colouring agents, fragrances, flavourings
and enzymes for use in the food industry, among
others. More than 90% of all industrial products

are directly linked to the chemical industry'®*.

We based the findings of this SRA on the entire

sector and its chain (upstream, own factories locally
and abroad, and downstream), not only on large
companies and/or leading businesses in terms of CSR.
Before providing an overview of all material

risks (also see Annex C), we will describe

three sector-specific developments:

e Compliance for many environmental and safety risks
¢ Reduction of greenhouse gas emissions
e Shift to a green and sustainable chemical sector

Compliance for many
environmental and safety risks

The sector has a good insight into the environmental
risks (e.g. due to emissions causing air, water and
soil pollution, as well as the amount of chemical
waste) and safety risks (process and personal safety),
and has already taken many steps to effectively
manage these risks. Despite the potential risks, the
chemical sector is a safe industry in comparison
with other sectors. The number of occupational
accidents between 2009 and 2012 (49 per 100,000
jobs) was lower than that of the transport sector (57
per 100,000 jobs), construction (179 per 100,000
jobs) and food production (91 per 100,000 jobs)'®.
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Reduction of greenhouse
gas emissions

Greenhouse gas emissions caused by the
production of chemicals and energy usage by
the chemicals sector are high, both in absolute
and relative terms (about 12% of the national
total per year). Greenhouse gas emissions are
a major environmental issue in the sector.

The 2012-2030 '‘Routekaart Chemie’ (‘Chemistry
Roadmap’) proposes 6 solutions: improved energy
efficiency, replacement of fossil fuels with ‘green’
raw materials, carbon capture and storage/usage
(CCS/CCU, underground storage or reuse of C0,),
closing of the material chain (recycling), development
of sustainable products and sustainable energy.

Most companies are currently focusing on the
energy efficiency route. All the solutions mentioned
above are primarily aimed at tackling greenhouse
gas emissions companies are directly responsible
for. The sector’s target is to improve its energy
efficiency by 2% per year. Moreover, it is working
on replacing fossil fuels by non-fossil fuels, both

as raw materials and as energy sources.

Between 1990 and 2011 the chemical sector in the
Netherlands managed to reduce its greenhouse

gas emissions by about 40%. Between 2005 and
2012, it lowered its greenhouse gas emissions by
about 11% per tonne of products produced. This
makes the Dutch chemical sector one of the leaders
in Europe in the field of energy efficiency'°®.

Between 2010 and 2012 the absolute energy
usage reduction for the entire chemical
production and product chain was by far the
largest of all sectors in the Netherlands'’.
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However, in 2012 the CO, emissions of Dutch
chemical companies slightly increased compared
to the previous year. This increase — of about 5% —
was the result of a higher production output. In the
total CO, emissions, we noticed a shift from direct
to indirect CO, emissions. An important reason for
this development is the closing of CHP plants due
to high gas prices compared to electricity prices.
That is a major setback for the environment'°8,

Shift to a green and sustainable
chemical sector

The sector has launched various initiatives, such as
‘Transitieplan Topsector Chemie’ (Transition plan top
chemical sector). Its main target is to create a green
and sustainable chemical sector. Other initiatives
are the report ‘The environmental impact of the
Dutch Chemicals Industry’, various ‘Green Deals’
(certification of green gas, food-paper-chemicals)
and the implementation of the Responsible Care

programme in the Dutch chemical sector (see box 2).

The replacement of fossil fuels with biomass

is possible at the start of the chain (e.g. by
replacing fossil ethane with bio ethane or
naphtha with bio oil), but also in the subsequent
process steps, through the use of intermediary
biomass products. An example is the use of
glycerol for the production of epichlorohydrin
(an ingredient of glue, resin and paint)°°.

VNCI aims to play a key role in achieving the targets
set by the European Commission and the Dutch
government, i.e. to halt the loss of biodiversity by
2020 and to halve the country’s carbon footprint by
2030. The questionnaire for companies used as a
basis for the 2012 ‘Responsible Care’ report (see
box 2) included additional questions on biodiversity

to gain an insight into the way biodiversity is being
implemented in the existing management systems'°.

Appreciation by civil society parties

e Civil society organisations agree that the chemical
sector is advanced in the management of traditional
environmental and safety risks. Another aspect
of chain responsibility is the social component.
Traditionally, the environmental impact of the
chemical sector garners a lot of attention, but
stakeholders feel the social impact factor deserves
more attention from the sector''. Certain
aspects of the sector's CSR agenda are still under
development, and the sector’s efforts in this respect
were therefore given a lower score''?, namely:

¢ Land use, land grabbing and depletion of
natural resources (including biodiversity)

¢ Breach of trade union rights and
the right to free association

e Animal welfare

With the exception of the depletion of natural
resources, the sector also acknowledges
that the ‘responsibility to respect’ in the
sector should be further strengthened.

Land use, land grabbing and
depletion of natural resources

Civil society organisations mainly worry about the
use of bio-based raw materials in the chemical sector.
The civil society organisations that gave their input
for this SRA specifically referred to environmental
risks related to land use (e.g. deforestation and
pollution) in vulnerable areas, as well as cases of

land grabbing. They believe this mainly occurs in
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the production of palm oil and the raw materials
used for bioplastics (such as sugar cane and maize).
For more information on land grabbing see box 1.

Palm oil is used for the production of soaps

and cleaning products, but according to VNCI
only takes up a small part of the raw materials

are used by the Dutch chemical industry. On
another note, due to pricing issues at international
level, the production of bioplastics has (almost)
entirely moved away from the Netherlands.

You will find a more detailed description of

the cross-sectoral issues of land use, land
grabbing and the depletion of natural resources
(including biodiversity) in chapter 4.2.

Breach of trade union rights and
the right to free association

The Dutch chemical sector endorses the UN
Universal Declaration of Human Rights and a
number of companies are active members of the
Global Compact Netherlands Network. In their
annual reports, large chemical companies include
several human rights topics. These companies
have also included human rights principles in
their codes of conduct, and compliance and
integrity management systems. Their codes

of conduct also include clauses about respect
for trade union rights within the company.

The codes of conduct of a number of major

suppliers (oil companies) and chemical companies
also explicitly require suppliers to respect their
employees' right to free association and collective
bargaining'®"*. Within the sector, the first
companies are now also joining the ‘"Together for
Sustainability’ (TFS) initiative, as part of which
companies share the results of their suppliers’ audits.
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Nevertheless, civil society organisations are
concerned about the breach of trade union rights
and the right to free association in the sector,
specifically in the production of raw materials,
including oil. An example are (sub)contractors of
large oil and chemical companies working in high-
risk countries. In this respect, the recent sources
we consulted on labour and human rights in the
sector, including the questionnaires completed by
the civil society organisations for this SRA, do not
provide any further information about the link with
Dutch companies that have branches abroad'®.
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Animal welfare

Civil society organisations are mainly concerned
about the effects of the end products produced
by the sector for people and the environment.
They express less concern on animal testing.

Large Dutch chemical companies follow three
principles when it comes to animal testing, also
known as 'the three Rs': replace, reduce and
refine. These efforts are also recognised by the
civil society organisations. Nevertheless, many
animal tests are required in the framework of the
REACH law. At least one major chemical company
also reports on the animal tests it is involved in.

Chemicals released in the environment can have

a negative impact on wild animals. An example is
animals swallowing pesticides and microplastics, and
getting entangled in plastic in their water habitats'®.
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Box 1: Examples of CSR risks and approach to the principle of ‘responsibility to respect’

CLUSTER/TYPE OF RISK

Labour

Unhealthy working conditions in
the production process (exposure
to toxic chemicals and dust)
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IMPACT

Key figures:

- companies in the sector (oil,
chemicals, pharmaceuticals, plastics
and rubber)

- employees

- of all companies in this
sector use dangerous substances.

One of the labour risks in this sector is
the (long-term) exposure to dangerous
substances. This entails acute risks
(fire, explosions, irritation/burns,
poisoning and asphyxiation) and
chronic risks.

RESPONSIBILITY TO RESPECT

The employer is legally bound to establish
limits for all dangerous substances for which no
limit values are available. Moreover, the
employer must take measures to safeguard the
employees’ health. The Dutch Social Affairs
and Employment Inspectorate joined forces
with the sector for the development of tools in
this regard™”. This being said™®,

- of companies do not fully comply with
the law.

- more than of the shortcomings were
linked to the exposure to dangerous
substances.

The difference between large companies and

SMEs'"®:

- Large companies can prove that they are
managing the effect of the exposure to many
(but not all) dangerous substances efficiently.

- Many SMEs have taken measures to protect
their employees’ health, but have not made
aninventory of the substances concerned,
established limit values or assessed the
exposure risk.

The situation in foreign branches of Dutch
companies is unknown.
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Humanrights

Land grabbing/non-respect of
land rights (in the extraction
of raw materials and the

use of land for factories)

CLUSTER/TYPE OF RISK

IMPACT

Land grabbing in the chemical sector can
occur in mining, fracking for shale gas and
biomass production (e.g. sugar cane and palm
oil).

Key figures for palm oil:
- 90% of all palm ol is cultivated in

Malaysia and Indonesia.

5% of this palm oil enters the Netherlands
via the ports and is further processed or
exported from there.

85% of the Dutch chemical sector is
based on oil and gas.

The share of bio-based fuels is still limited
and according to the 2030 Roadmap it will
remain limited.

RESPONSIBILITY TO RESPECT

Dilemmas on the use of biomass are being
analysed in consultation with stakeholders
inthe Corbey Committee. Inthe
recommendation for the chemical sector,
land grabbing is not specifically mentioned,
but the more general quality requirements
for biomass are discussed. The Committee
says the following:

There are certification systems for specific
raw materials (RSP0, RTRS and Bonsucro).
These systems apply to both the crops and
the foods, materials and energy usage.
Some systems were also specifically
developed for biofuels and/or bio energy,
such as RSB (Round Table for Sustainable
Biomass), Green Gold Label, the

/ CONSIDEHATIONSFOR/ 06
DIALOGUE PER SECTOR

BOX2: BEST PRACTICE: RESPONSIBLE CARE

Risk:

Safety, health and environmental risks, among others.

Parties involved: VNCI.

Activities:

Responsible Care (RC) refers to the continuous
improvement of chemical companies’ performance in
terms of health, safety and environmental issues.
The programme explicitly calls for open and
transparent communication on these matters.

RC also includes the development and application of
sustainable chemistry. The RC programme was
launched by the chemical sector and has meanwhile
been implemented in almost 60 countries via national
industry organisations.

Results:

The sector’s performance improves every year, in
various ways. Since 2006 the focus has been on
increasing sustainability, improving chain
management and promoting transparency. The
Responsible Care reports about the Dutch chemical
sector are transparent and focus mainly on the
activities of Dutch companies and their direct
suppliers'®®. The sector’s first full sustainability report
was published in 2014. Stakeholders were consulted
in preparation of the report, and their views were
included in the document'®.

NGOs highlight it is important to increase
transparency on social aspects and the supply chain.
The supply chain for the Dutch chemical sector is

Itis not clear to what extent the Dutch
chemical sector is (indirectly) involved in land
grabbing for palm oil cultivation for example,
and what the impact of this is'. There is a
lack of reliable data on the subject. The same
goes for other raw materials. However, online
there are many references to agro
commodities for the chemical sector (e.g.
sugar and maize) linked to the topic of land
ownership and common goods. Some of
these sources explicitly tackle land
grabbing'?'?2_This is a complex social
problem that involves various sectors (also
see chapter4.2).

International Woodpellets Buyers Initiative
(IWBP) and the Dutch system NTA 8080.
They must be extended in order for them to
be applied to the chemical sector, which, in
many cases, is an ongoing process'?.

The Dutch chemical sector has also joined the RC relatively short. It is mainly the oil and gas sector that
programme'?812’. Companies pursue its objectives by  acts as a supplier of the main raw materials for the
launching initiatives for collaboration with the chemical sector, i.e. oil and gas. VNCI agrees that this
government and other stakeholders on a voluntary is an important element.

basis. VNCI joined the RC initiative in 1992. This is an

example of a best practice for collaboration and

The Responsible Care report (2012) and the transparency at sectoral level.

Sustainability report (2014) do not focus on
the issues of land grabhing and land
rights'?125,
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Overview of all material risks

Risks generally refer to the chance that an event
will take place ‘multiplied’ by the ‘consequence’ of
that event. In many cases, this allows for risks to be
guantified. The SRA uses the term ‘impact’ to refer
to the estimated chance (that a situation will take
place, an estimate of the number of people involved,
the scope of the environmental damage in the area
in guestion, the emissions measured in tonnes etc.)
and the consequences (the severity of the event for
the environment, people and animals). Risks that
affect people and animals’ physical integrity and
cause irreversible damage are classified as severe.
The figure below illustrates the impact (scope and
severity of the risk) and the sector’s involvement
(indicated through its position in the chain and

the share of companies involved) per risk, with

a figure between 0 and 3. These findings are

based on the literature review carried out by
KPMG, supplemented with the input from the
sectors and civil society organisations.
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Figure 5.2 /Findings for the chemical sector
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The sources used in the assessment of the impact
and involvement are listed in the separate SRA
source book. Corruption and Taxation risks have
not been included in the table, because they
cannot really be assessed at sectoral level. For
more information on Corruption and Taxation

risks we refer to chapters 4.4 and 4.5.

The main risks

For the approach to the ‘responsibility to respect’,
we also made four (sub)observations for the
following dimensions: insight into the risks, results
(actions launched), transparency and collaboration.

In the assessment of the ‘responsibility
to respect’ of the chemical sector we
took into account the following:

e The Dutch chemical sector is currently
primarily based on fossil fuels;

¢ The share of bio-based fuels is growing, but
fossil fuels are by far the dominant choice;

® The sector comprises a number of major
international companies that lead the
way in terms of CSR, as well as smaller
companies with differing CSR results.
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All the selected CSR topics in this SRA were
acknowledged by both the stakeholders and
the sector. The CSR topics for which the
approach to the ‘responsibility to respect’

is still insufficient are the following:

¢ [ and use in vulnerable areas
(including land grabbing);

® Breach of the right to free association
and forming of trade unions.

Specific considerations for dialogue

The sector has a structured stakeholder consultation

base through VNCI and a number of large companies.

In addition to the Responsible Care programme,
several CSR topics with upstream and downstream
effects may require further attention. These include:

¢ Risks linked to the extraction of oil and gas.

® The sector currently considers this an
aspect it has little control over;

¢ Boosting of energy efficiency in the chain to
further reduce greenhouse gas emissions
(upstream, own operations and downstream);

e (Labour) risks among (sub)contractors in the
extraction of raw materials in high-risk countries;

* A better insight into possible issues linked
to the right to free association among (sub)
contractors of branches of Dutch chemical
companies in high-risk countries, and among
suppliers from these countries. Currently,
little information is available on the subject;

¢ Many of the current criteria for specific crops
for the bio-based economy are not yet suitable
for use in the chemical sector. Therefore,
efforts must be made to develop criteria for
sustainable biomass in the chemical sector;

¢ The issue of land grabbing, including women's
rights and local food provision, must be
explicitly included in the further development
of criteria for sustainable biomass and in
sustainability reporting in the sector.

¢ Animal welfare issues linked to the use of chemical
products, such as pesticides, (micro)plastics
and medicines. Animal welfare is, however, well
regulated when it comes to animal testing.

/ CONSIDERATIONS FOR / 06
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14 million m® of concrete and
2.9 million m?3 of wood

The Dutch construction sector, with its turnover of
more than 90 billion euro, 134 thousand companies
and 392,000 employees (2011), is important for the
Dutch economy“®®°, The sector consists of a wide
range of companies, each with a distinct turnover and
activity: the turnover of the ten largest companies in
the sector (0.01% of the total number of companies)
was more than 25 billion euro (29% of the total
turnover of the sector)®!, while 77% of the companies
were registered as sole traders®2. These companies
specialise in very different fields, from road
construction to plastering, and from dredging to
building installations. Despite this diversity the sector
can be subdivided into four major subsectors: the
building materials industry, residential and
non-residential construction, civil engineering and
other (specialised) construction.

The construction sector is known for its extensive use
of materials such as concrete, steel and wood. On a
yearly basis, the sector uses about 14 million m?3 of
concrete and 2.9 million m? of sawn timber%3%4, The
risks linked to the extraction of raw materials were
taken into account in this SRA. The construction
sector has a relatively large impact on the chain
compared to the direct risks of construction works.
An example: 80% of the emissions in the supply
chain of concrete are linked to cement production.
Due to the great diversity of the construction sector,
there are also many industry organisations
representing subsectors. Part of the sector is
represented by the umbrella organisation ‘Bouwend
Nederland’ (the association of construction and
infrastructure companies) and AFNL, the federation of
Dutch contractors. The building materials industry is
represented by NVTB, the Dutch Association for
Construction Supply. These industry organisations
also provided input for this SRA.

bd LIST OF REFERENCES
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CSR in the chain

The sector pays a lot of attention to CSR risks in the
Netherlands, particularly environmental risks, such as
greenhouse gas emissions. This has resulted in
several initiatives to limit CSR risks, such as the
‘Spring Agreement’ (Lenteakkoord) and Green Deal
GWW (see box 1). However, the main CSR risks in
the sector, which do not yet receive as much
attention, are linked to the import of building materials
from abroad.

A few remarkable findings on the sector’s approach to
the principle of ‘responsibility to respect'”:

e Traditionally, the sector's CSR agenda focuses more
on risks in the Netherlands than on international
CSR risks;

e Safe working conditions and labour market fraud are
high on the agenda. Nevertheless, there are still
many risks related to these two topics®>%¢57. For
example, the sector still has the highest number of
occupational accidents of all sectors and an
increased risk of labour market fraud®g;

® The sector believes that health and safety can be
further increased, e.g. by using more pre-fabricated
parts. This would eliminate the need for scaffolding
and digging of trenches®?;

¢ A few large Dutch construction companies also
have operations abroad, including in countries at
high risk for bad working conditions, e.g. in the
Middle East. It is not always known how the sector
deals with the increased CSR risks in these
countries (see box 2);
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BOX 1: EXAMPLES OF SECTORAL INITIATIVES

FOR THE REDUCTION OF CSR RISKS

Sustainability is an important target in the
construction sector. Below you will find a few
examples of initiatives launched by the sector to
limit CSR risks:

e Energy agreement for sustainable growth: the
construction sector is participating in this cross-
sectoral initiative, which includes agreements on
energy savings in the built environment®?;

e Spring agreement: construction of more energy-
saving houses (see box 4);

e Green Deal initiative for more sustainability in the
entire concrete chain®’;

e C0, performance ladder: virtually all large civil
engineering companies have been certified based
on the CO, performance laddertz53;

e Green Deal for civil engineering companies:
promotion of sustainable innovation and energy
savings in civil engineering®;

¢ ‘'The Rapids’ (‘'De Stroomversnelling’):
collaboration between construction companies
and housing associations to rebuild houses into
‘zero on the energy meter'-residencies;

e ‘Colour your municipality green’: collaboration
between various parties to encourage citizens to
save energy®6¢7;

e Green Deal for the promotion of sustainable
forestry: to increase the share of sustainable wood
(see box b);

e Construction Safety Platform: to boost safety in
the Dutch construction sector®s;

e Guidelines for commissioning construction
companies: promotion of collaboration between
professionals and chain responsibility in the
construction sector’®;

e \Work in progress: CSR vision for the construction
sector’?;

e Sustainable sales and procurement in practice:
promoting sustainability in the construction sector
through inspiring examples of sustainable sales
and procurement by leading sustainable
companies in the sector’".
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e |t is unclear which due diligence the companies in the
sector carry out for the various building materials they
use, such as steel, aluminium and natural stone;

e Animportant method for the sector to limit the CSR
risks linked to wood is to purchase certified
sustainable wood. A point that deserves further
attention is the limited amount of certified hardwood
used (see box b);

® The commissioning parties have a major influence on
the projects completed by the construction sector. As
an important client, the government has a major
impact on the tender criteria and can give parties

greater (financial) scope when assignments are carried

out sustainably, allowing the sector to fulfil its
‘responsibility to respect’.

bd LIST OF REFERENCES
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BOX2: CSRRISKS IN
CONSTRUCTION PROJECTS
ABROAD

Most of the construction sector operates in the
Netherlands itself, but a number of large Dutch
construction companies (including engineering
agencies) are also active abroad. Currently, there are
concerns about the working conditions of construction
workers in the Middle East. Construction projects in
the region pose risks in terms of exploitation of migrant
workers, abuse and deadly accidents’?’3. Research by
FNV (Federation Dutch Labour Movement) shows that
a number of Dutch companies also participate in
projects characterised by bad working conditions in
preparation for the World Cup in Qatar’®. This puts
Dutch companies at risk of breaching employment
rights, even if they are not directly involved in the
project through their own construction activities. Dutch
companies working in the Middle East pay a lot of
attention to working conditions in their own
projects’®’877_ However, it is unclear how they deal
with CSR risks in construction projects they are
indirectly involved with, e.g. through the supply of parts
to companies that might be responsible for bad
working conditions, or through the use of such parts. It
is also unclear what the total share is of Dutch
involvement in construction projects in countries with
major CSR risks’®.
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Box 3: Examples of CSR risks and approach to the principle of ‘responsibility to respect’

TYPE OF RISK IMPACT

Cement is an important raw material for
concrete production. The production of
cement requires high energy usage, which, in
turn, results in high CO, emissions:

Y,

5% of all greenhouse gas emissions
worldwide are linked to cement production’;

Environment

Emission of greenhouse
gases (CO, equivalent) linked
to cement production In the Netherlands, 14 million m? of

concrete was used® in 2010;

Concrete use in the Netherlands results in

C0, emissions of about 3.5 VIt per year, i.e.

1.7% of the total Dutch CO, emissions®’;

809 of the Dutch CO, emissions in the
concrete chain are linked to the production of
cement??,

RESPONSIBILITY TO RESPECT TYPE OF RISK IMPACT

The construction sector in the Netherlands
employs about 5% of the active population
(7.8 million people)®. Together with
agriculture and fisheries, construction is one
of the riskiest sectors to work in®”. Known
risks for workers in this sector are excessive
physical efforts, exposure to harmful
substances and falling off heights. A
relatively small part of the accidents is
caused by construction faults. The chance of
an occupational accident followed by a
hospital admission is 1.6 %o per employee
per year. This is three times the average. In
2011, 9 people died on construction sites in
the Netherlands®®9,

Companies in the concrete chain joined
forces with the government for the ‘Green
Deal initiative for more sustainability in the
entire concrete chain’ to reduce CO,
emissions in the concrete chain®, This
included an LCA of the concrete chain and the
development of various alternatives to
further reduce CO, emissions®. In practice,
the sector is using more and more new types
of cement and concrete (new blends) which
resultin lower CO, emissions. This has partly
led to lower CO, emissions in the Netherlands
of about 250 kg/m3 of concrete, i.c.
66% lower than the average emissions in
Europe®.

Labour

Unhealthy and unsafe working
conditions in construction

(in the Netherlands)

RESPONSIBILITY TO RESPECT

The construction sector pays a lot of
attention to unhealthy and unsafe working
conditions, e.g. through information websites
hosted by the industry organisations, the
health and safety guide to comply with the
legal obligations and VCA certification to
improve safety levels in construction
companies®9929 Moreover, the
government plays an active role in reducing
and monitoring risks in the workplace® .
Nevertheless, violations of working condition
regulations still occur, particularly as part of
large projects, because it is not always clear
who is responsible for safety. The Dutch
Safety Board believes both construction
companies and governments should focus
more on this issug®¥’.
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Appreciation by civil society parties

The sector participates in various CSR risk reducing
efforts, yet we see differences in the way civil society
organisations evaluate the risks and the approach to
the ‘responsibility to respect’ principle as part of this
SRA. Stakeholders often rate the approach to the
‘responsibility to respect’ lower than the sector itself.

In many cases this seems due to the different
perspectives of the sector and stakeholders. The
sector seems to focus more on (direct) risks (first tier)
in the Netherlands and the initiatives to reduce these
risks. Stakeholders mainly focus on the existence of
risks and problems, both in the Netherlands and in the
chain the sector is involved in through imports.
Stakeholders seem to pay less attention to the
influence the sector has on these risks and the
sectoral initiatives in place to reduce them.
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BOX 4: BEST PRACTICES

Risk:

Energy use and greenhouse gas emissions.
Parties involved: Various parties, including the
construction sector and the government.

Activities:

‘Spring agreement’: the aim of this agreement is to
build more energy-efficient residential and
non-residential buildings, taking the wishes of the end
users, such as comfort, a healthy indoor environment,
low energy costs and added value, into account.

Results:
The 'Spring agreement’ has produced or will produce
the following concrete results®e:

e A 25% lower energy usage in new
buildings in 2011 compared to 2007.

e A prospected 50% lower energy usage in
new buildings in 2015 compared to 2007.

e Energy-neutral construction by 2020.
Meanwhile, the first target, to increase energy-

efficient building by 25% compared to 2007, has been
achieved®®.

© 2014 KPMG Advisory N.V.

BOX5: USE OF SUSTAINABLE WOOD
INCONSTRUCTION

An important way for the sector to reduce CSR risks
related to wood is the purchase of FSC- or PEFC-
certified sustainable wood. Various industry
organisations, including AFNL (the federation of
Dutch contractors) and Bouwend Nederland (the
association of construction and infrastructure
companies), have joined the ‘Green Deal initiative for
the promotion of sustainable forestry %,

Itis estimated that in 2011 the construction sector
used 2.9 million m3 of wood, which equals about 50%
of the total use of wood in the Netherlands (with the
exception of paper and cardboard). Of this wood, 81%
was certified. This high percentage is partially due to
the large share of wood supplied to the sector by
members of the Royal Netherlands Timber Trade
Association (VVNH) - 90% of the softwood put on
the market by VVNH members is used in
construction. Below you will find an overview of the
share of certified wood for each product category in
the construction sector'":

-96% softwood
-42% hardwood
- 76% wood panels

Points of attention are the limited amount of certified
hardwood and wood not supplied by the VVNH
members. Apart from the VVNH members, there are
not many companies that import wood with a view to
certifying it and monitoring this certification. For more
information on the CSR risks linked to wood imports
we refer to the chapter on the wood and paper sector.

LIST OF REFERENCES
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Overview of all material risks

Risks generally refer to the chance that an event will
take place ‘'multiplied’ by the ‘consequence’ of that
event. In many cases, this allows for risks to be
guantified. The SRA uses the term ‘impact’ to refer to
the estimated chance (that a situation will take place,
an estimate of the number of people involved, the
scope of the environmental damage in the area in
qguestion, the emissions measured in tonnes etc.) and
the consequences (the severity of the event for the
environment, people and animals). Risks that affect
people and animals’ physical integrity and that cause
irreversible damage are classified as severe.

Figure 5.1 illustrates the impact (scope and severity of
the risk) and the sector’s involvement (indicated
through its position in the chain and the share of
companies involved) per risk, with a figure from 0 to
3. These findings are based on the literature review
carried out by KPMG, supplemented with the input
from the sectors and civil society organisations. The
sources used in the assessment of the impact and
involvement are listed in the separate SRA source
book.
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Greenhouse gas emissions (own activities incl. transport)
Greenhouse gas emissions linked to cement production
Greenhouse gas emissions of completed works (in use)

Negative effect of dredging works on biodiversity

=

Unhealthy and unsafe working conditions in
the Netherlands

Breach of employment conditions with regard to payment
and working hours (locally and abroad)

Breach of employment conditions in the chain (in the
extraction of granite/natural stone/steel)

Forced labour (locally and abroad)

Deprivation of the right to a clean, safe and healthy living
environment (wood production and extraction of metal
ores, natural stone)

Land grabbing/violation of land rights (felling and
extraction of steel and natural stone)

Depletion of natural resources (cement, metal ores,
natural stone)
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Corruption and taxation risks have not been included
in the table, because they cannot really be assessed
at sectoral level. For more information on Corruption
and Taxation risks we refer to chapters 4.4 and 4.5.

The main risks

For the approach to the ‘responsibility to respect’

principle, we also made four (sub)observations for the

following dimensions: insight into the risks, results
(actions launched), transparency and collaboration.

In the assessment of the ‘responsibility to respect’ of

the construction sector we took into account the
following:
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The findings are based on the CSR risks caused by
the Dutch construction sector in the Netherlands
and as part of the chain.

Sectoral commitments like the ‘Spring agreement’
and the ‘Green Deal initiative for more sustainability
in the entire concrete chain’ have resulted in a high
score for the dimensions ‘insights’ and ‘results’
(actions have been launched) and ‘collaboration’ in
this SRA. The idea is that these risks can be
properly managed if the sector makes clear
commitments and sticks to them.

More efforts are needed in terms of the
transparency on risks abroad and proof of concrete
improvements by individual companies. In order to
achieve this, better insights are needed into the
supply chains of individual companies (due
diligence).

© 2014 KPMG Advisory N.V.

A number of risks in the construction sector have a
high impact and involvement, and a relatively low
score for the ‘responsibility to respect’, i.e.:

e Breach of the regulations on working conditions in
the chain linked to the extraction of granite/natural
stone/metal ores (child labour/forced labour);

e Forced labour (e.g. in construction projects in the
Middle East). There is not enough information
available on this topic to establish whether Dutch
companies have taken measures to ensure forced
labour does not occur;

¢ Deprivation of the right to a clean, safe and healthy

living environment in the vicinity of wood production

sites and extraction sites of metal ores and natural
stone;

¢ | and grabbing/non-respect of land rights (in the
felling process and the extraction of metal ores and
natural stone).

Specific considerations for dialogue

In addition to and as an enhancement of the existing
CSRiinitiatives, such as the ‘Spring agreement’ and
the ‘Green Deal initiative for more sustainability in the
entire concrete chain’, we recommend the following
points be discussed further (in random order):

¢ Monitoring and assessment of CSR risks which
already receive (a lot of) attention and/or for which
covenants have been established, such as energy
and greenhouse gas emissions, working conditions
and labour market fraud.

bd LIST OF REFERENCES
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CO, emissions in the concrete chain, working
conditions and labour market fraud are already high
on the agenda, but there is currently no clear
solution for the further management of these risks.

Development of an approach for labour risks linked
to construction projects abroad.

Development of a cross-sectoral strategy to limit
CSRrisks in the chain. Risks in the metal and natural
stone chains deserve a closer look. Dialogues would
be most useful with participation of the supplying
sectors, such as metal, wholesale and government
(as aclient).

Increase the use of certified wood, particularly
hardwood (incl. tropical wood) and wood that is not
supplied by VVNH members. Dialogues would be
most useful with participation of the wood sector.
For more information we refer to the chapter on the
wood and paper sector.

The important role clients play in limiting CSR risks
and the possibility to award tenders in such a way
that the sector is encouraged to pay more attention
to sustainability.
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Linked to 57 % of greenhouse gas
emissions in the Netherlands

The Dutch energy sector, with its annual turnover

of 45 billion euro — more than 7% of the GDP —and
26,500 FTEs, contributes considerably to the Dutch
economy'3. The sector can be subdivided into
market players that produce, supply and trade energy,
and grid operators that manage the physical grid
infrastructure for gas and electricity. The first group

is represented by ‘Energie Nederland’, while grid
operators are represented by the sectoral organisation
‘Netbeheer Nederland'. The energy sector produces
large amounts of energy: every year, it sells 100
billion kWh of electricity, 36 billion m? of natural gas
and 130 PJ of heat to its customers. The sector's fuel
mix mainly consists of natural gas (88%). Moreover,
the sector uses coal (8%), sustainable energy (3%)
and nuclear energy (<1%). Overall, the sector is
responsible for about 57% of the total greenhouse
gas emissions in the Netherlands, 24% of which

are generated in the production of electricity'4.

CSR risks of all the main
energy sources

The sector pays a lot of attention to CSR risks in

the Netherlands, particularly environmental risks,
such as greenhouse gas emissions and air pollution.
With regard to greenhouse gas emissions, the

entire sector complies with the EU Emissions
Trading System (ETC). As such, this topic does not
fall under the scope of CSR policies. The sector

is actively involved in reducing labour risks'®, and
consequently the risk of accidents is relatively low'®.
Gas is the main energy source in the sector. The
Netherlands produces more gas than it uses, which
largely limits the CSR risks for the energy sector to
natural gas extraction in the Netherlands™’. However,
local production is decreasing and the government

LIST OF REFERENCES
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aims to make the Netherlands a natural gas hub
for Europe. As a result, it is very likely that in the
future the Dutch energy sector will be confronted
with the CSR risks linked to gas extraction in
countries like Russia'*®'4% The sector recognises
the risks and dilemmas linked to gas extraction in
the Netherlands, e.g. in Groningen (earthquakes).
Currently, many dialogues are being held about gas
extraction in the Netherlands. Therefore, in this
SRA we decided to focus on the other CSR risks.

In order to limit the CSR risks linked to coal extraction,
dialogues on the topic were held between 2010
and 2013 with a view to increasing transparency

in the chain and giving more guarantees in terms
of improved working conditions, human rights

and environmental issues in the countries where
coal is extracted™®. This resulted in the launch of
Bettercoal, an initiative by energy companies to
gain a better insight into social and environmental
issues in and around coal mines'®'. The sector
offered to close five old coal-fired plants in 2016
and 2017 to comply with the stricter environmental
legislation, but it cannot go ahead as this would
not be in line with competition regulations.

The alternative proposed by the Ministry

of Economic Affairs is to set legally binding
efficiency requirements for coal-fired plants in the
Netherlands. A minimum efficiency requirement
for such plants would contribute to reducing their
primary energy usage. This would also reduce the
impact of the risks linked to the use of coal™253,
The sector uses biomass —in the form of wood
pallets — to generate sustainable energy. Generally
this biomass is used as an auxiliary fuel in coal-
fired plants. The sector no longer uses biofuels,
such as palm oil and soy'®. In line with the energy
agreement, the sector is holding dialogues with
the government and civil society organisations to
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establish sustainability criteria for solid biomass.
The existing NTA 8080 certification standard

is used as a basis in the development of these
criteria. This standard was developed as a response
to the Cramer criteria and the EU Renewable
Energy Directive'®®'%. The new criteria should be
available by the end of 20147, Of the biomass
currently used, 64% consists of fresh wood and
36% of residual flows. 71% of the fresh wood is
certified as sustainable, 15% comes from waste
flows and 14% from non-sustainable sources'®.

A few remarks on the sector’s approach to
the principle of ‘responsibility to respect”

¢ The sector’'s CSR agenda traditionally
focuses onrisks in the Netherlands, rather
than on international CSR risks;

® The sector believes greater sustainability in the
electricity production process alone is not enough
to achieve the national targets for the reduction of
CO, emissions. The sector expects that energy
usage, particularly natural gas usage, will need to
be reduced too by encouraging end users to save
energy. The sector can do the same, e.g. by making
better use of residual heat and by facilitating this
process for its customers. However, currently,
the scope and consequences of these measures
are not high on the agenda of the sector, the
government and the civil society organisations's?;
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* From dialogues on coal it has clearly emerged

that the sector intends to limit the CSR risks
linked to coal extraction. About four energy
companies have joined forces to draft reports
on the 5 main mines supplying coal to the

Dutch coal-fired plants'®®. Despite these efforts,
the stakeholders believe there is still a lack of
transparency on the origin and CSR risks of coal.
They also state that it is unclear which concrete
improvements have so far been implemented?®’.

The sector is actively limiting the CSR risks linked
to the use of biomass by purchasing certified
biomass, but so far, there are no clear guidelines
for the certification of biomass'®?. A directive

on the subject should be ready by late 2014;

The sector aims for a higher production of
sustainable energy. However, rare metals are
used in the production of windmills and solar
panels, which pose a risk of raw materials scarcity
(security of supply), environmental pollution and
human rights breaches. The sector does not have
a clear policy to deal with these CSR risks. This

is a complex issue for the sector, also because
the suppliers of these technologies have hardly
any policies on the matter themselves'®s;

© 2014 KPMG Advisory N.V.
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Box 1: Examples of CSR risks and approach to the principle of ‘responsibility to respect’

TYPE OF RISK

v

Environment

Air pollution linked to
energy production
(NOx, SOx, VOC, PM)

Human rights

The deprivation of the right
to aclean, safe and healthy
living environment (local
residents) linked to coal
extraction, e.g. in Colombia

IMPACT

Overview of the emissions of harmful
substances by the energy sector in 20126465
(compared tot the total Dutch emissions):

kton NOx
kton SO2
kton NMVOS
kton PM10

[tis known that all these substances are
harmful for health and/or the environment,
but it is not clear to which extent'®.

Every year, tonnes of
coal are imported in the Netherlands, of
which tonnes are used by

the Dutch energy companies. In 2012,
this coal mainly originated from'2:

- Colombia

-Russia

- the United States

Various exporting countries, such as
Colombia and Russia, present a high

risk of an unhealthy and unsafe living
environment for people living in the vicinity
of coal mines'”*"74175_They are confronted
with air and water pollution, among other
things'8177178 'which result in a higher risk
of lung conditions and other diseases'’®'¢.

LIST OF REFERENCES
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RESPONSIBILITY TO RESPECT

Between 1990 and 2008 the sector reduced
its emissions of NOx and SOx, and particulate
matter (PMx)'®’, by , and
respectively. In 2008 new agreements were
made with the energy sector to further
combat acidification’®®, Since then,
emissions of acidifying substances and
particulate matter have been further reduced,
and the emissions of VOCs have increased.
This increase is mainly the result of a new
monitoring and reporting method launched

in 2005"°, The reduction in the emissions

of acidifying substances and particulate
matter is the result of, among other things'":

-flue gas cleaning
- the use of coal with lower sulphur contents
- lower electricity production.

The Dutch Coal Dialogue (DCD) initiative was
launched as a response to these breaches

of labour and human rights™'. The sector
held further dialogues with the government,
and it was decided that audits will be

carried out in the mines. This will be done

by Bettercoal, an organisation founded by
Dutch and European energy companies to
tackle malpractices in the coal chain’®2'®,
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Appreciation by civil society parties

The sector participates in various initiatives to
reduce CSR risks that also involve civil society
organisations, such as the energy agreement
and dialogues on coal extraction (Bettercoal).
Nevertheless, we noticed differences in the way
civil society organisations assessed the risks and
the sector’s approach to the ‘responsibility to
respect’ as part of this SRA. Stakeholders gave
the latter a lower score than the sector itself.

This can be explained partly by the fact that the
sector and the stakeholders each have their own
perspective. ‘Energie Nederland’ completed the
self-assessment together with eight Dutch energy

companies (that jointly generate 80% of the turnover).

‘Energie Nederland’ prefers to refer to these
companies as ‘market players’ rather than ‘energy
producers’, because the sector does only produce
energy, it also supplies and trades energy. The main
turnover (74%) of the Dutch sector is generated
through the trade in and sale of (natural) gas'®*. The
stakeholders mainly focus on problems linked to
the extraction and production of coal, biofuels and
uranium, such as trade union rights, land rights and
environmental pollution. Investments in coal-fired
plants and the associated risks in the chain seem
to dominate their view. The sector is confronted
with the dilemma on the use of coal - it must find
the right balance in developing and implementing
an all-encompassing CSR agenda. Stakeholders,
on the other hand, focus more on the severity of
the issues in the countries of origin, rather than on
the share of specific fuels in the energy mix'®®.
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Risk:
Greenhouse gas emissions due to energy usage.

Parties involved:
Various parties, including the energy
sector and the government.

Activities:

The energy agreement for sustainable growth. The
aim of this agreement is to make the energy supply
even more sustainable, e.g. through energy saving
measures and the generation of sustainable energy.

Results:
The energy agreement has achieved the
following concrete targets, among others:

¢ Yearly energy savings of (of
the final energy usage);
° of renewable energy by 2020 and

of renewable energy by 2023, partly through
the use of biomass and wind energy;

e Preparation of energy transport networks
for a more sustainable future;

¢ Closing of five old coal-fired plants in 2016 and 2017.

Overview of all material risks

Risks generally refer to the chance that an event will
take place ‘'multiplied’ by the ‘consequence’ of that
event. In many cases, this allows for risks to be
quantified. The SRA uses the term ‘impact’ to refer to
the estimated chance (that a situation will take place,
an estimate of the number of people involved, the
scope of the environmental damage in the area in
question, the emissions measured in tonnes etc.) and
the consequences (the severity of the event for the
environment, people and animals) of each risk. Risks
that affect people and animals’ physical integrity and
that cause irreversible damage are classified as
severe.

Figure 5.4 /Findings for the energy sector
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The figure below illustrates the impact (scope and
severity of the risk) and the sector’s involvement
(indicated through its position in the chain and the
share of companies involved) per risk, with a figure
between 0 and 3. These findings are based on the
literature review carried out by KPMG, supplemented
with the input from the sector and civil society
organisations. The sources used in the assessment of
the impact and involvement are listed in the separate
SRA source book.

Corruption and taxation risks were not included in
the table, because they cannot really be assessed
at sectoral level. For more information on Corruption
and Taxation risks we refer to chapters 4.4 and 4.5.

Greenhouse gas emissions
(energy production and grid losses)

Air pollution linked to energy production
Land use in vulnerable areas (for coal and biomass)

Radioactive waste (production of nuclear energy)

Unsafe and unhealthy working conditions in energy
production (personal safety)

Unsafe and unhealthy working conditions in energy
production (process safety)

Unsafe and unhealthy working conditions in the extraction
of coal and the production of biofuels

Breach of trade union laws and the right to free
association (abroad)

Child labour in the extraction/production of coal (abroad)

Depletion of natural resources (coal, gas, uranium)
Depletion of natural resources ((rare) metals)

Land grabbing/non-respect of land rights (coal and biomass)

20 25 30
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Main risks

For the approach to the ‘responsibility to respect’,
we also made four (sub)observations for the
following dimensions: insight into the risks, results
(actions launched), transparency and collaboration.

In the assessment of the ‘responsibility to respect’ of
the energy sector we took into account the following:

¢ The findings are based on the CSR risks caused by
the Dutch energy sector in the Netherlands and in
the chain;

e Sectoral commitments, such as the intended audits
as part of the Bettercoal initiative and the energy
agreement, resulted in a high score for the
dimensions ‘insights’, results’ (actions have been
launched) and ‘collaboration’. The reasoning behind
this is that, in the foreseeable future, the risks
should be managed efficiently if the sector honours
the clear commitments made;

* More efforts could be made to promote more
transparency on the risks abroad. In addition to this,
individual companies could illustrate their concrete
improvements more thoroughly. In order to do so, a
better insight is required into the risks in the supply
chain of individual companies (due diligence).
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In the energy sector, there is a risk with a relatively
high impact/involvement and a relatively limited
approach to the ‘responsibility to respect’, namely:

® The depletion of natural resources, such as (rare)
metals for windmills, smart meters and cables
(grids) in the country of origin (such as China). An
example is neodymium, which is used in windmill
magnets. It is expected that in the years to come,

the demand for this element will increase by 700%,

putting the extraction in China under grave

pressure'®. Moreover, the extraction of neodymium

causes serious environmental pollution and poses
major health risks for the local population'’.

Specific considerations for dialogue

In addition to (the strengthening of) the energy
agreement, the pluriannual energy-efficiency
agreements (MJA3 and MEE), the dialogues
on coal and the Bettercoal initiative, we feel the
following points should be further discussed:

¢ Monitoring of the efforts made by the sector to
reduce CSR risks. The main points of attention in
this respect are the extension of the current efforts
and the provision of a better overview of the
concrete improvements achieved in terms of
Labour, the Environment and Human Rights in the
extraction of coal, oil, gas and uranium, as well as
the import of sustainable biomass;

¢ Gaining an insight into the origin and CSR risks of
materials used in the production of sustainable
energy technologies such as windmills (e.g.
neodymium). In this respect, it would be useful to
adopt a cross-sectoral approach involving sectors in
the chains supplied, such as the metal and
electronics sectors;

¢ Creating an overview of the steps that need to be
taken to reduce energy usage in the Netherlands,
and their consequences;

¢ Developing a strategy to reduce CSR risks the
sector will be confronted with due to higher gas
imports from abroad, e.g. from Russia.
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A small number of banks and pension
funds put together hold more than a
70% share of the market

The Netherlands has a large and diverse financial
sector, which includes a few large companies, also at
international level. Two major Dutch banks rank in the
top 30 of the largest banks worldwide. Together they
represent 74% of the Dutch banking sector.

Two Dutch pension funds also rank in the top
20 worldwide. Together, these pension funds
manage 461 billion euro and they represent
70% of the Dutch pension fund sector.

Although private funds make up more than half
the credit volume of Dutch banks, the financial
sector plays a central role in the Dutch economy,
and as such, it is involved in various (international)
CSR topics. In this SRA we specifically analysed
major Dutch banks and pension funds. The

other subsectors (insurers, asset managers and
private equity) also carry CSR risks, but they
were not further analysed as part of this SRA.

By nature there is a significant difference between
the business model of a bank and that of a pension
fund. For example, they offer different financial
products and services (e.g. loans to private individuals
and businesses versus investment and payment of
pension contributions). They also target different
client groups (e.g. multinational businesses versus
pension beneficiaries) and operate in different
geographical regions (e.g. international scope versus
focus on the national market). Business models can
also differ between banks, e.g. due to the products
and services they offer (not all banks finance projects,
for example), the scope of their activities abroad and
the sectors they focus on. All these different ways

LIST OF REFERENCES

© 2014 KPMG Advisory N.V.

of doing business have a major impact on the risk
profile of the individual financial institutions and of
the sector as a whole. For example, they influence:
¢ the extent to which the financial institution

is responsible for causing the CSR risks;

e the way in which the financial institution
manages the CSR risks;

® the extent to which the financial institution
is capable of influencing the behaviour of its
clients or the businesses it invests in.

The risks identified in this SRA apply to an
average representation of the pension and
banking sector. Given the differences between
both subsectors, the specific risks are listed
separately for each subsector below.

CSR risks for banks

Through the provision of loans to companies, the
investment of clients’ funds and the supply of many
other financial products and services, banks are —
just like the wholesale and retall sector — directly

or indirectly involved in a wide variety of CSR risks
(e.g. climate change, water scarcity and breach

of human rights). Why? Simply because banks

are involved and/or have clients in all sectors.

Banks generally feel they play an indirect role in
these types of CSR risks, as they are involved

in causing CSR risks via the clients they finance
(or they provide other products/services to) and/
or the companies they invest in. Banks generally
feel they are directly involved in CSR risks if their
own internal operations have an impact on these
risks, e.g. through the environmental impact of
their offices. This direct impact is usually managed
via a programme for sustainable purchasing. The
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extent of the direct involvement of a bank is very
limited compared to its indirect involvement.

In order to manage the indirect impact of their
business activities, Dutch banks have developed and
implemented so-called ‘Environmental and Social
Risk policy frameworks’, which include sectoral and
Issue policies and criteria, such as the procedures to
be followed and the tools to be used when managing
transactions and relationships with clients in sectors
which have a significant impact on CSR risks. An
example is their policy for the oil and gas sector,
palm oil and forestry. These policy frameworks list
the activities the bank ‘cannot’ finance in a given
sector and the CSR practices the bank expects from
its clients before entering into any agreements.
Compared to their international competitors, it is
safe to say that Dutch banks play a very active role

in managing their indirect involvement in CSR risks.
Their participation in various sectoral and multi-
stakeholder initiatives illustrates this perfectly.
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A few examples:

¢ Dutch banks play an active role in a number of round
tables for sustainable agro commodities, and are
members of the UNEP Finance Initiative and the
Global Investor Statement on Climate Change;

® The Equator Principles (EP) are widely supported.
This set of ten principles forms the benchmark for
the financial sector for identifying, analysing and
managing risks for people and the environment
when financing projects worth over 10 million USD;

® Banks have been holding dialogues with clients
about (possible) malpractices in the main raw
materials trade chains for over a decade;

® The sector does its utmost to promote
transparency. In fact, the major banks rank
high in the Transparency Benchmark.

When implementing their ‘Environmental and Social
Risk policy frameworks’ banks always look at the
way they can influence the behaviour of the clients
they are set to finance or the businesses they are
set to invest in. Moreover, they analyse how best

to use their influence. In order to do so, where
possible, banks adopt a ‘portfolio perspective’. From
a CSR view, this leads to three key questions:

e How influential are we —and should
we be —in the sector?

¢ \WWhat type of relationship do we have —and do
we want — with clients in specific sectors?

e How can we manage the CSR risks in the envisaged
relationship, possibly through involvement
in the sectors/companies in question?

Based on the answers to these questions, the

banks assess the impact of their actions on the

CSR risks and they decide which approach to

take towards the ‘responsibility to respect’.

Banks' positions vary according to the sector,
because every client relationship is different and
every type of financial product or service provided by
a bank plays a key role in determining the way it can
manage the CSR risks.

A few examples:

e A Dutch bank can have a greater impact on
the behaviour of a client if it has financed an
infrastructural project, for example, rather
than when it has provided a one-time loan for
general operational costs. The first example is
a long-term relationship with a lot of contacts
and dialogues, and a considerable loan;

e A Dutch bank that has a majority interest in
a company via private equity investments
has better access to the management of
that company than a bank that has only
invested through the purchase of shares;

e A Dutch bank with a dominant position in the
financing of a given sector cannot adopt exclusion
criteria as easily as a bank that has hardly any
clients in that sector. Building a relationship
with existing clients is generally a more
effective and financially responsible influencing
mechanism that the use of exclusion criteria.

| CSR Sector Risk Assessment | 93



Risk:
Breach of human rights.

Parties involved:

ING Group, in collaboration with Barclays, BBVA,
Credit Suisse, RBS, UBS and UniCredit. Together
these international banks form the Thun Group of
Banks.

Activities:

The Thun Group is an informal working group that
researches how the UN Guiding Principles on
Business and Human Rights can best be interpreted
and applied to banking activities.

Results:

At the end of last year, the Thun Group published a
dialogue paper titled ‘'The Guiding Principles; an
interpretation for banks'’, with a view to encouraging
constructive dialogue between banks and other
stakeholders. The document takes a closer look at the
meaning of human rights issues for banks and
contains initial guidelines for banks on how to address
human rights in their core activities.
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Risk:
Deforestation and loss of biodiversity.

Parties involved:

Dutch banks like Rabobank and ABN AMRO Bank are
members of the Roundtable on Sustainable Palm Qil
(RSPQO) which also includes other international banks/
investors, NGOs, retailers, producers of consumer
goods, palm oil cultivators, and palm oil producers and
traders.

Activities

RSPO was founded in 2004 to promote the
production, financing and use of sustainable palm ol
for people, nature and the economy, among other
things.

Results:
Below you will find a few examples of the results
achieved by individual banks:

e|ntegration of RSPO-certified sustainable palm oil
and/or RSPO certification in the bank's policy for the

palm oil sector;

¢ Dialogues with clients in the palm oil sector on
progress in the application of RSPO programmes;

® Dialogues with other banks on the broader
application of RSPO standards by the banking sector.

© 2014 KPMG Advisory N.V.

CSR risks for pension funds

As mentioned at the beginning of this chapter,
pension funds are confronted with CSR risks in

a somewhat different manner than banks. CSR
risks for pension funds are mainly the result of

the investment of pension beneficiaries’ pension
contributions rather than the financing of specific
companies or projects, which is the case for banks.

However, just like banks, pension fund managers
believe they have mainly an indirect involvement
in CSR risks. The companies, projects etc. they
invest in are usually the ones that are directly
involved. Nevertheless, certain pension fund
investments are considered direct investments;
for example acquiring a majority share in a
company via a private equity investment.

Dutch pension fund managers use various tools to
manage the indirect impact of their investments:
they exclude specific sectors or companies, they
take account of CSR in their investment decisions,
they hold dialogues with the companies they invest
in, they adopt the principle of voting rights and they
invest in sustainable solutions. The tools used by a
specific pension fund manager depend, among other
things, on the type of investment (the investment
category an investment falls under, such as shares,
real estate and infrastructure) and the investment
strategy (e.g. active versus passive investment
strategy). Moreover, the type of investment and
the investment strategy also largely determine the
influence the pension fund manager has on the
company it invests in, and consequently, its role
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in managing CSR risks. Generally, pension fund
managers have greater influence in the case of

actively managed share portfolios, compared to
shares invested according to a specific index.

In order to manage the indirect impact of their
investments, Dutch pension funds often also use
CSR guidelines that are developed by the sector
itself. Most Dutch pension funds endorse the United
Nations Principles for Responsible Investment
(UN PRI). This is an international guideline, drawn
by institutional investors, concerning responsible
investments. The aim of the UN PRI-initiative is to
help institutional investors to integrate CSR factors
in investment activities and decisions. Periodically,
signatories of the UN PRI have to account for the
progress made in implementing the guideline.

The management of CSR risks caused by
investment activities is generally the responsibility
of the asset managers who take care of the
implementation of the investment policy on

behalf of the pension fund manager.

Pension fund investments are usually more of a

hot potato than bank financing and investments,
because pension funds directly manage citizens’
money. Consequently, pension funds investing in
activities that have a negative environmental impact
(such as investments in fossil fuels for the energy
sector) tend to be questioned more easily. The same
goes when there are major human rights risks, such
as shipbreaking and sweatshops in the clothing
sector. Pension fund managers are becoming more
aware of the fact that they are investing on behalf
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of citizens/pension beneficiaries, and it is therefore
important for them to explain their sustainability
policy for each sector to this stakeholder group.
This is an important reason for pension fund
managers to make their sustainability policies more
concrete and to showcase better performances.

Appreciation by civil society parties

In the framework of this SRA, NGOs showed a
particularly keen interest in the CSR risks for the
financial sector, as evidenced by the fact that:

¢ in the first written questionnaire, 9 out of
20 NGOs identified the financial sector as a
priority sector, more than any other sector;

¢ 18 out of 30 civil society organisations
that completed detailed questionnaires
provided input on the financial sector;

¢ the workshop for the financial sector was
attended most by civil society organisations.

The assessment of mostly the NGOs of the impact
on and involvement in a number of Environmental
and Labour risks does not differ much from our
own analysis and from that of the sector'®. The
main differences lie in the risks ‘greenhouse

gas emissions’ (due to underinvestment in/
underfinancing of the low-carbon economy and
investments in/financing of companies with high
emissions), ‘investments in/supply of financial
products/services to companies that contribute to
a loss of eco-system services and biodiversity’ and
finally ‘investments in/supply of financial products/
services to companies that do not respect women's
rights’. The differences are more significant in the
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fields of Human Rights and Corruption. NGOs
give the approach to the principle of responsibility
to respect’ a lower score for all risks™®.

This is mainly due to the different perspective

that NGOs chose to formulate their findings,
compared to the sector (this emerged from the
self-assessments of major banks and dialogues
with representatives of the main pension funds).
Below we will illustrate these different perspectives
using two human rights examples, land grabbing
and controversial weapon production'®.

Land grabbing

The major Dutch banks recognise the severity

of the risk ‘supply of financial products and/or
services to companies that are responsible for land
grabbing’, which is also high on NGOs' agendas.
Major banks adopt a portfolio perspective and
observe that this risk potentially only occurs in a
very limited part of their portfolio. In sectors where
this risk can occur, it primarily affects companies
that receive corporate loans, ensuring its impact
remains relatively limited. Moreover, for these
products there is strong competition at international
level. Therefore banks agree that their possibility

to influence the client/project is relatively small.
Combined with their policies, they concluded

that their approach is ‘Sufficient’ for this topic.

Civil society organisations, however, focus less on
business and economic processes than banks and
pension funds. Given their role in society, civil society
organisations adopt a more prescriptive approach:
certain financing projects/investments are good

or bad, are allowed or not allowed etc. Moreover,
civil society organisations have higher standards for
CSR management than financial institutions!'®"192193,
Partly due to these differing approaches, the impact

and indirect involvement of financial institutions in
land grabbing is assessed as 'high’. International
NGOs are also not satisfied with the approach to
the ‘responsibility to respect’ of banks and pension
funds, including development banks and insurers'®.

Controversial weapons

The risks related to controversial weapons are

also assessed differently. NGOs recognise that
since the documentary on investments in cluster
munitions and land mines (Zembla, 2007), financial
institutions have taken steps in the right direction.
Major banks and the main pension funds in the
Netherlands have very clear policies on this issue'®.
The sector therefore concludes it is ‘Sufficient’
when it comes to this particular risk. What's more,
on 1 January 2013 a ban came into force on direct
and demonstrable investments in cluster munitions.
We can conclude things have come a long way.

Nevertheless, NGOs pointed out that'®:

¢ Not all banks, insurers and pension funds have a
policy concerning this topic. Moreover, a policy
does not necessarily equal a good policy, nor an
acceptable investment strategy. The financial sector
has a differing view on the matter —and to a certain
degree also on each controversial type of weapon;

¢ There is often a discrepancy between policy and
practice, or policies contains exceptions that in
practice do allow certain investments. It occurs
that financial institutions say they do not want to
invest in manufacturers of a controversial weapon
(e.g. nuclear weapons), but draft exceptions in
their policy that actually do allow such investment.
Also NGOs expect more transparency, e.g.
through insights in excluded companies.
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Box 2: Examples of CSR risks and approach to the principle of ‘responsibility to respect’

TYPE OF RISK

Y

Environment

Greenhouse gas emissions
(due to underinvestment in
the low-carbon economy and
investments in companies
with high emissions)

IMPACT

Major banks and pension funds make quite a
few investments in companies with a large

carbon footprint, whereas investments in the
low-carbon economy are much more limited.

Afew key figures™::

- 14.2% of ING Bank's credit portfolio is
made up of ‘natural resources’

(e.g. agriculture and mining).

- 20%b of Rabobank's credit portfolio is
made up of loans to the food and
agricultural sectors.

- 3.6% of ABP's portfolio is made up of
raw materials, most of which are linked to
the energy sector (e.g. oil and gas).

- 67 companies in the ABP portfolio
contribute to mitigating climate change
(2% of the total portfolio).

- 0.3-0.5% of the ABP portfolio consists
of sustainable energy.

The sector’s exact impact in terms of carbon
footprint is unknown.

RESPONSIBILITY TO RESPECT"

The major Dutch banks have identified climate
change as a material risk.

The large pension funds have included climate
change in their responsible investment policy,
which is applied to the entire investment
portfolio. ESG integration for corporate bonds
amounts to 100%. According to VBDO, the
Dutch Assaciation of Investors for Sustainable
Development, it is unclear whether this process
has a systematic and verifiable influence on
interests in individual companies.

Currently, the large pension funds have not
applied ESG integration to government bonds.
Moreover, there is no positive selection process
in which emission-free investments are
preferred.

In 2013, banks and pension funds signed the
energy agreement and thus committed to
financing of and investments in sustainable
projects.
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TYPE OF RISK

Labour

Investments in companies
that do not comply with
internationals standards
on labour rights (right to
collective bargaining and
right to free association)

IMPACT

In many upcoming economies and developing
countries there is a risk of breaching the trade
union rights of workers'®.

According to the ILO, the right to free
association is one of the fundamental human
rights, which has a major impact on working
and living conditions?®. A breach of the right
to free association does not directly affect
the right to live in dignity, but indirectly it can
have a major impact. Moreover, trade union
members risk losing their jobs, being
threatened or murdered. Needless to say, this
risk can have serious consequences?’’.

The Dutch financial sector has direct business
links (pension funds) and indirect business
links (banks) with many different sectors
(incl. mining, oil and gas, the automotive
industry and the electronics sector) that are
active in high-risk countries.

RESPONSIBILITY TO RESPECT

Human rights policies explicitly focus on the
right to collective bargaining and the right to
free association?%2. There are sectoral
policies for the manufacturing industry which
require additional due diligence for the
financing of activities in this sector.

Labour rights are included in the responsible
investment policies of major pension funds
and apply to all investments. ESG factors are
taken into consideration when deciding
whether or not to invest. This applies to
100% of the investments in public listed
equity and corporate bonds.

VBDO says it is unclear whether this process
has a systematic and verifiable influence on
interests in individual companies.

At the moment, ESG integration for
government bonds is limited.
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Overview of all material risks

Figure 5.5 illustrates the impact (scope and severity of

the risk) and the sector’s involvement (indicated
through its position in the chain and the share of

companies involved) per risk, with a figure between 0

and 3. These findings are based on the literature

review carried out by KPMG with regard to banks and
pension funds, supplemented with self-assessments

completed by major banks and civil society
organisations.

The sources used in the assessment of the impact

and involvement are listed in the separate SRA source

book.

Corruption and taxation risks were not included in the

table, because they cannot really be assessed at

sectoral level. For more information on Corruption and

Taxation risks we refer to chapters 4.4 and 4.5.
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Main risks

For the approach to the ‘responsibility to respect’,
we also made four (sub)observations for the
following dimensions: insight into the risks, results

(actions launched), transparency and collaboration.

In the assessment of the ‘responsibility
to respect’ of the financial sector we
took into account the following:

¢ The findings are expressed from a portfolio
perspective at sectoral level, i.e. from the
perspective of minimum 70% of banking
subsectors and asset managers.

® |n many cases, when public sources are used,
it is difficult to establish whether the CSR policy
and its associated processes per portfolio
have a systematic and verifiable influence
on interests in individual companies.

© 2014 KPMG Advisory N.V.

Figure 5.5 / Findings for the financial sector

v

Greenhouse gas emissions (linked to investments)

Breach of environmental standards (linked to investments)

Water scarcity (linked to investments)

Loss of eco-system services and biodiversity
(linked to investments)

Depletion of raw materials (linked to investments)

Malpractices with regard to animal welfare
(linked to investments)

o

Breach of working conditions
(wages, working hours, facilities) (linked to investments)

Breach of labour rights (collective bargaining, right to free
association) (linked to investments)

Breach of health and safety standards
(linked to investments)

Child labour (linked to investments)

Non-respect of women'’s rights (linked to investments)

Breach of civil and political rights (linked to investments)

Breach of economic, social and cultural rights
(linked to investments)

Breach of collective rights (linked to investments)

Controversial weapon production (linked to investments)

Land grabbing (linked to investments)
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In the financial sector, there are several risks with
a high impact/involvement and a relatively limited
approach to ‘responsibility to respect’, namely:

¢ [nvestments in/provision of services to companies
that contribute to the depletion of raw materials.
There is no strategy in place to reduce involvement
in sectors such as mining, oil and gas, which
contribute to the depletion of raw materials?°3;

¢ [nvestments in companies that are responsible
for land grabbing: although the general human
rights policy of banks and pension funds suffices,
there are still some points that require further
attention, specifically in relation to land rights2%4,
Major banks require consultation with land users
in cases of land acquisitions, but they do not
always apply to everyone. Moreover, there is a
lack of transparency on the activities launched to
prevent land grabbing. When accused by NGOs
of land grabbing in Mozambique, one of the
main pension funds launched an investigation
and started dialogues. However, pension
funds still lack a systematic approach for the
problem and transparency on its impact?°s;
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¢ Risks linked to Corruption: in the past two years,
the sector was confronted with several issues
related to investments in companies accused
of corruption and price setting (anti-competitive
behaviour) abroad. The ‘Dutch Fair Bank Guide’
('Eerlijke Bankwijzer’) is critical of major banks
and corruption, while there are also banks whose
anti-corruption statement also applies to business
partners. Internal regulations with regard to
corruption are often stricter than the national
legislation in countries at risk of corruption?°¢. Not
all pension funds have included corruption in their
responsible investment policy, and transparency
also varies from one case to the next?®’.

Specific considerations for dialogue

In addition to the four risks mentioned above,
based on our analysis we identified the following
considerations for further dialogue:

¢ To what extent are financial institutions responsible
for preventing and mitigating CSR risks for clients
and in their investments? And which tools can
they use to assist affected stakeholders?

¢ To what extent are the CSR policies of major

banks and pension funds, and specialised
sustainable banks, useful to other financial
institutions, to create a level playing field at
national level to deal with CSR risks?

How can banks and pension funds make better

use of the upside potential of CSR risks and which
role can the government play to facilitate this?
Banks and pension funds can definitely leverage
their influence by tapping into additional financing
requirements and investment options among clients
linked to the shift to a more sustainable economy.
Governments could develop and establish the
necessary frameworks for this purpose;

In order to develop an efficient long-term policy
for more complex CSR risks (linked to, among
other things, climate change, raw materials
shortage and biodiversity) the ‘know-your-
value-chain’ approach is a must in addition to
the current ‘know-your-client” approach;

¢ Although the general human rights policies of

banks and pension funds suffice, NGOs are
concerned that explicit policies to protect women'’s
rights are not sufficiently integrated in financing
and investment activities, and that there is not
enough transparency on the manner in and

extent to which these policies are included;

e Banks and pension funds could take steps to

quantify —in financial terms — CSR risks in their
financing and investment activities. Currently, CSR
risks are mostly defined in qualitative terms.
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The main cocoa processor worldwide

The Dutch food sector employs 133,000 people and

has a turnover of 67.8 billion euro (2012)373. The sector

can be subdivided into three clusters: processing

of meat and fish, processing of agricultural raw
materials, and production of food and beverage. The
sector makes extensive use of various agricultural
raw materials. An example: the Netherlands is the
main cocoa processor worldwide and every year,
more than 3 million tonnes of soy are processed

in the Netherlands, of which 1.8 million tonnes

are for local use®”*37%:376 This makes the food and
beverage industry sector an important link between
the (international) agricultural sector, (international)
export companies and Dutch sectors, such as
wholesale, retail and hotels & catering, where foods
are sold to consumers. FNLI (the Dutch Food and
Beverage Industry) is the umbrella organisation

of companies and industry organisations for the
food and beverage cluster. This organisation
provided us with information for this SRA.

Certification of agricultural
raw materials

The CSR risks in this sector are primarily linked
to the production of soy in South-America, cocoa
in Western Africa and palm oil in Indonesia and
Malaysia. Currently, an important method for
the sector to limit various (types of) risks is the
certification of raw material chains. There are
sectoral agreements for various raw materials,
which promote more sustainable purchasing.

As such, at international level, the sector is
showcasing leadership in the prioritisation and
reduction of CSR risks in the chain that affect the
entire sector. This strategy includes collaboration
with the ‘Sustainable Trade Initiative’ (IDH) and
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participation in various round tables with a view to
promoting sustainability in the raw materials chain.

A few remarks on the sector’s approach to
the principle of ‘responsibility to respect'”:

e For a number of raw materials, such as palm oil, soy
and cocoa, there are sectoral targets in place for
sustainable purchasing, or large individual players
have joined initiatives for sustainable purchasing,
such as the ‘sustainable soy transition’ programme.
For other raw materials these steps still need to be
taken (see boxes 2 and 3 for more information);

® The concrete reduction of international CSR risks
strongly depends on the quality of the criteria
and audits used in the various certification
programmes, and on the individual companies’
compliance with the obligations arising from the
targets set®”’. The efficiency of these efforts
also depends on other international parties’
commitment to promote sustainability;

e The certification criteria set few requirements for
CSR topics that are not identified as key issues. An
example: there are not many requirements on the
use of pesticides. As a result, the management of
this risk is also limited for certified raw materials.
Consequently, some buyers have set their own
additional requirements for their suppliers;

® The exact approach adopted to meet the targets
and the sector’s concrete progress is not
always clear (see box 2 for more information). In
2013, CBS (Statistics Netherlands) was asked
by the Ministry of Economic Affairs to make
an annual inventory of the progress made;
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® The sector is still looking for a way to tackle
international CSR risks linked to the production of
agricultural raw materials, which, however, occur
outside the direct scope of the production site. The
sector is becoming more and more aware of the
fact that certification of raw materials is not enough
to solve complex, related issues linked to land
degradation, biodiversity, land rights, food security
and women's rights. A local approach, focused on
a specific area, seems necessary in this respect,
but it is still unclear how the average Dutch Food
and beverage industry producer can contribute to
it. Some large companies have, however, started
developing their own approach for this issue®’s;

¢ The financial side of CSR is an issue for the sector:
the additional costs for labels can be partly passed
on to consumers who are willing to pay extra for
this, but for other CSR efforts there are no such
labels, making it difficult to make a return on
investment. Companies are looking at ways to
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recover these expenses in the chain, e.g. through
risk reduction, stable relationships with suppliers
and the use of raw materials of better quality;

The sector’s international CSR agenda traditionally
focuses on environmental risks for several specific
chains. So far, the sector has not paid much
attention to social risks. Labour risks and Human
Rights risks in particular could be tackled further.
Women's rights, for example, are not explicitly
mentioned in the policies of many companies in the
sector®’®. Some chains, e.g. that of coffee, have
put social risks on top of their agenda for years¢?;

Another major social problem is food wastage.
The sector believes this risk can be properly
managed as far as its own production goes. The
greatest challenge in this respect is the further
optimisation of the complex supply chains

and raising awareness among consumers.
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Box 1: Examples of CSR risks and approach to the principle of ‘responsibility to respect’

IMPACT

TYPE OF RISK

Global food wastage:
- 1.3 billion tonnes per year®':
@ - The percentage of food wastage
compared to the total volume

produced per chain segment®®:

- 9% in the agricultural sector;

- 5% in the food sector;

- A% in retail /trade;

- 17% by households;

- Food wastage in the Netherlands:
1.4 t0 2.5 million tonnes (2009).

Environment
Food wastage (in the entire
chain, up to the consumer)

RESPONSIBILITY TO RESPECT

The food industry promotes the

reduction of food wastage, e.g.

through the following initiatives:

- In 2012 the sector joined forces with
other partners from the production
chain as part of the ‘Optimisation of
residual flows and food wastage’ group
of the "Alliance for sustainable food’;

- Participation in research into possibilities
to reduce food wastage via the Top
Institute Food & Nutrition3®.

[t is unclear which concrete results these
initiatives have so far brought about.

Afew key figures:
- 59% of all child labour occurs in the
international agricultural sector’®;
- Globally, this translates into more than
98 million children being affected®®;
Labour - Itis estimated that /2,000 to
Child labour in the production 200,000 stateless children work on
of agricultural products/ palm oil plantations in Malaysia3’;
raw materials (e.g. coffee, - Link with the Netherlands:
cocoa and palm oil) - The Netherlands imports agricultural
raw materials from all over the world;
- In 2012 the Dutch food industry processed
407,000 tonnes of palm oil*®,

The sector has developed a set of concrete
targets for sustainable purchasing of several
agricultural raw materials, such as palm oil.
This also reduces the risk of child labour. The
current situation is illustrated below383%:

- Target: 100% sustainable
palm oil by 2015;

- In 2013, the food industry used 61%
of sustainable palm oil, i.e. 182,607
ofthe 298,668 tonnes of
certified palm oil (2013);

- 53 FNLI members have joined RSPO (2012);

- 21 companies have joined
Green Palm (2012);

- 21 companies are supply-
chain certified (2012);

- Participation in the ‘Alliance for sustainable
food" and RSPO. When applying for RSPO
certification, companies are monitored for
the use of child labour, among other things®'".
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Appreciation by civil society parties

Although the sector tries to limit international CSR
risks in various ways, e.g. through targets for the
purchase of sustainably produced raw materials, we
noticed differences between the ways the
stakeholders and the sector assessed the approach to
the ‘responsibility to respect’ as part of this SRA.
Stakeholders gave the latter a structurally lower score
than the sector itself did. This different assessment
seems to arise from the sector’s and the
stakeholders’ different views on whether or not the
‘responsibility to respect’ has been sufficiently met.
The sector believes that a solid ‘responsibility to
respect’ is the result of a clear policy and leading
companies in the sector taking measures. FNLI
defines ‘leading companies’ as those participating in
the initiative ‘In de Versnelling’ ('Full speed ahead’),
i.e. companies that, in their own way, explicitly
integrate sustainability in their corporate policy.
Moreover, they make their targets and results public.
One eighth of the FNLI members are ‘leading’
companies, and they account for more than half of the
sector’s turnover. The stakeholders, on the other
hand, tend to look at concrete risks in the chain, e.g. in
the production of cocoa and palm oil. The
stakeholders feel Environmental, Labour and Human
Rights risks are not given enough attention,
considering problems in these fields still occur on a
daily basis. NGOs and trade unions are mainly
concerned with child labour, forced labour and land
degradation, combined with biodiversity, land rights,
food security and women's rights. NGOs focus
specifically on these risks, and subsequently they
‘zoom in’ on specific areas or raw materials. The
sector, however, takes the opposite approach: for
each raw material it analyses which risks occur in the
chain.
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Overview of all material risks

Risks generally refer to the chance that an event will
take place ‘'multiplied’ by the ‘consequence’ of that
event. In many cases, this allows for risks to be
qguantified. The SRA uses the term ‘impact’ to refer to
the estimated chance (that a situation will take place,
an estimate of the number of people involved, the
scope of the environmental damage in the area in
qguestion, the emissions measured in tonnes etc.) and
the consequences (the severity of the event for the
environment, people and animals) of each risk. Risks
that affect people and animals’ physical integrity and
that cause irreversible damage are classified as
severe.

The figure on page 110 the impact (scope and severity
of the risk) and the sector’s involvement (indicated
through its position in the chain and the share of
companies involved) per risk, with a figure between 0
and 3. These findings are based on the literature
review carried out by KPMG, supplemented with the
input from the sector and civil society organisations.
The sources used in the assessment of the impact
and involvement are listed in the separate SRA source
book.

Corruption and taxation risks were not included in the
table, because they cannot really be assessed at
sectoral level. For more information on Corruption and
Taxation risks we refer to chapters 4.4 and 4.5.

Risk:

Parties involved:

Activities:

Results:

REVVANEYVCIE]

Cacao

Fruit and vegetables

Coffee

Soy

Palm oil
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Various Environmental, Labour and Human Rights risks.

Members of FNLI, various industry organisations and NGOs.
The 'Sustainable Trade Initiative’ (IDH) acts as the facilitating party.

Promoting sustainability in international raw materials chains. The target is for food
companies to gain a better insight into — and pay more attention to — CSR risks in their
chain, e.g. through partnerships in the chain, specific purchasing conditions and
certification. This is done in collaboration with the 'Sustainable Trade Initiative’ (IDH).

The parties’ joint efforts have resulted in concrete targets for the purchase of various
sustainable agricultural raw materials, among other things. The agricultural raw
materials in question are listed below.

CSR target for the sector Remarks

50% sustainable cocoa by 2015
100% sustainable cocoa by 2025

In 2012, 77,109 tonnes of sustainable,
certified cocoa were purchased, i.e.
50% of the Dutch cocoa imports®®2.

The sector has joined the Sustainability Initiative
Fruits and Vegetables (SIFAV) for tropical fruits
and vegetables. At the moment, it is not known
whether the target for 2014 was achieved?®®2,

30% sustainable imports by 2014
50% sustainable imports by 2015
100% sustainable imports by 2020

75% sustainable coffee by 2015 In 2012, 40% of the coffee consumed in the
Netherlands was produced sustainably3°4. By

2013 this percentage had increased to 50%:2°°.

100% sustainable soy by 2015 In 2013, 545,250 tonnes of certified soy
were purchased, i.e. 30% of the total
soy consumption in the Netherlands.
23% was RTRS-certified and 7% was

awaiting RTRS certification3%.

In 2014, the Dutch food industry processed
407,000 tonnes of palm oil, 165,000
tonnes of which were certified3?’.

100% sustainable palm oil by 2015
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Figure 5.12/Findings for the food sector
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Greenhouse gas emissions linked to the production of
crude raw materials

Water scarcity linked to the production of agricultural
raw materials

Water scarcity linked to the production of foods

Water pollution due to the use of pesticides and crop
protection products

Loss of biodiversity due to land use in vulnerable areas
Soil pollution due to agricultural production

Soil depletion due to agricultural production
Malpractices with regard to animal welfare

Depletion of wild fish stocks

Food wastage (in the entire chain, up to the consumer)

Unhealthy and unsafe working conditions among suppliers
in the production and processing of raw materials

Unhealthy and unsafe working conditions in food
production (abroad)

Breach of trade union rights and the right to free associatior

Breach of women'’s rights in the production and
processing of raw materials

Low wages the production and processing of raw materials

Child labour in the production of agricultural raw materials

Excessively long working hours in the production of
agricultural raw materials

Forced labour in the production of agricultural raw materials

Damage to public health due to consumption

Land grabbing/non-respect of land rights

Main risks

For the approach to the ‘responsibility to respect’,
we also made four (sub)observations for the
following dimensions: insight into the risks, results
(actions launched), transparency and collaboration.

In the assessment of the ‘responsibility to respect’ of

the food sector we took into account the following:

¢ The findings are mainly based on the CSR risks
that apply to the Dutch food and beverage sector,
both to its own production and the chain;

¢ |n this SRA, sectoral targets for the purchase of a
number of sustainable raw materials resulted in a
high score for the dimensions ‘insights’, ‘results’
(actions have been launched) and ‘participation’.
The reasoning behind this is that, in the foreseeable
future, the risks should be managed efficiently if
the sector honours the clear commitments made;

* More efforts could be made to promote more
transparency on the risks. In addition to this,
individual companies could illustrate their concrete
improvements more thoroughly. In order to do so, a
better insight is required into the risks in the supply
chain of individual companies (due diligence);

e Since dialogues between the sector and the
government (Ministry of Infrastructure and the
Environment) on (sustainable) packaging have
been largely institutionalised in the Netherlands,
and ‘producer responsibility’ takes centre stage
in these dialogues, we decided not to further
focus on the associated CSR risks linked to the
import of paper and pulp, among other things;
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¢ Thanks to the extensive quality systems for
food safety, the risks for people’s health linked
to the consumption of foods from the Dutch
food and beverage industry are very limited;

® The sector considers food fraud a major risk,
but sees it as a criminal activity, not a CSR risk.
The topic of health (e.g. in relation to the use
of salt and fats) is also high on the agenda.

In the food and beverage sector, there

are a number of risks with a high impact/
involvement and a relatively limited approach
to the ‘responsibility to respect’, namely:

¢ Water pollution due to the use of pesticides
and crop protection products by suppliers
(in the production of raw materials);

¢ Soil pollution due to agricultural production
(e.g. due to the use of pesticides, the
disruption of the nutrient cycle and
eutrophication) in the supply chain;

¢ Unhealthy and unsafe working conditions among
suppliers in the production and processing of raw
materials (e.g. due to the use of pesticides).

This low assessment of the approach to the
‘responsibility to respect’ is due to the perception
that only few requirements have been set for

the use of pesticides for certified, sustainable
raw materials. The other risks are explicitly
addressed in the major certification programmes.
The extent to which certification actually
contributes to the reduction of the various risks

is a hot topic in broad international debates.
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Specific considerations for dialogue

In addition to (the strengthening of) the concrete
targets for sustainable purchasing, we note
the following considerations for dialogue:

With regard to certification:

¢ Extend the scope of sectoral and individual
corporate initiatives for other raw materials
(commodities), such as meat, fish, wheat,
rapeseed®®®, maize3%® and rice;

¢ Monitoring: what is the state of affairs for each raw
material and what are the obstacles to increasing
the share of sustainably produced products?

® Assessment: how can the certification
system be strengthened and what
role does the sector play in this?

e Strengthening: how can the certification system
be enhanced and what is the
role of the sector herein?

¢ Pesticides: check how the risks related to pesticides

and labour rights can be limited for issues where
certification does not offer enough guarantees.
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Issuing clear commitments for sustainable raw
materials is a clear strategy. In this respect,

the selection of raw materials is essential. The
following factors could be taken into account.

Impact on the environment,

labour and human rights

A study by the World Wide Fund for Nature (WWF)
shows that the use of ten raw materials has a major
impact on biodiversity and eco-system services
(water availability and climate change, among others)
and that the extraction of raw materials goes hand
in hand with Labour and Human Rights risks. Seven
of the ten raw materials identified are important
ingredients in the food and beverage industry, i.e. wild
fish, farmed fish, beef, dairy, palm oil, soy and (cane)
sugar. The authors of the report consider pork, rice
and maize the 'next three' relevant raw materials*°°,
Research by the Netherlands Environmental
Assessment Agency (PBL) confirms that dairy,
meat and fish imported in the Netherlands have

the largest footprint in terms of land use and
biodiversity*?'. During the SRA consultations,

NGOs expressed their concern not only on the

raw materials mentioned above, but also on the
extraction of tropical agricultural raw materials,

such as cocoa, fruit and vegetables, due to the

risk of child labour and women's rights risks.

© 2014 KPMG Advisory N.V.

Import value
In terms of import value, the following raw
materials are the most important for the

Netherlands (in descending order): cocoa beans,
soybean meal, palm oil, soy beans, wheat, maize,

grapes, tobacco, rapeseed and oranges*®.

Therefore, dialogues could focus on extending

the targets for sustainable purchasing to
the following (agricultural) raw materials:
- meat, fish, dairy;

- rapeseed, maize, wheat;

- (cane) sugar,

- rice.

These raw materials are relevant not only
for the food and beverage sector, but

also for other sectors in terms of CSR risk
management, i.e. agriculture, wholesale,
retail (food), the financial sector and sectors
linked to the production of biofuels.
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With regard to risks that go beyond
specific raw materials and apply to
several dilemmas at the same time:

® Tap into the sector’s role in the development
and use of alternative raw materials and/
or reduce the total demand for raw materials
that carry increased CSR risks.

¢ How can we achieve full transparency on
the origin of products and the activities
in the chain (‘radical transparency’)?

¢ How can Dutch food producers limit CSR risks that
occur outside the direct scope of the production
site, but are directly or indirectly linked to raw
materials production? Examples of these risks
are land degradation, loss of biodiversity, food
security, land rights and women's rights;

¢ | inked to the point mentioned above, how can
the sector contribute positively to a sustainable
local and regional infrastructure that facilitates
social and economic development?

* \What is the sector’s role in further reducing food
wastage outside its own production process?
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Link between sectors

The Dutch metal and electronics sector is
characterised by CSR risks that partially overlap
(see box 1). Consequently, we described

both sectors together in this factsheet.

The metal sector is a highly diversified sector that
is mainly made up of metal-processing SMEs.

It has a turnover of 29 billion euro and employs
100,000 people®?®. The sector consists of 12,245
companies, some of which are members of FME,
the association of businesses operating in the
technological industry, an others of Metaalunie, the
association of companies in the metal industry.

The Dutch electronics sector is highly diversified
100. It has a turnover of 20 billion euro and employs
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more than 45,000 people®?°. The sector is made

up of 2,500 businesses (including SMEs), many of
which are members of FME. The electronics sector
is characterised by high production rates of high-tech
products sold to businesses, rather than directly to
consumers. Therefore, many of the internationally
recognised risks for consumer electronics do

not apply to the Dutch electronics sector.

FME provided valuable information for this SRA
on behalf of the metal and electronics sectors.
However, FME does not represent all companies
in these sectors, as some businesses are
members of other sectoral organisations, such
as Metaalunie, and others have decided not to
join any organisation at all. Moreover, several
associated sectors also make extensive use of
(consumer) electronics and metals (see box 1).
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In this SRA the delineation of the Dutch metal and
electronics sectors is the result of the combination of
the following sectors from the SBI, as used by CBS
(Statistics Netherlands):

Metal:

- Production of metals in their primary forms;

- Production of metal products (with the exception of
machines and devices);

- Production of machines and devices.

Electronics:

- Production of computers, and electronic and optical
devices;

- Production of electric devices

Itis very difficult to clearly delineate the metal and

electronics sectors. In practice, the two sectors often
overlap, which may cause CSR risks to also overlap.
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It is mainly the production of machines and devices
that causes the sectors to overlap, as it may require
the use of both metals and electronic and electric
devices. Inversely, in the production of electric and
electronic devices, metals, machines and other
devices are also often used.

From the perspective of this SRA, the identified CSR
risks overlap to such an extent that we joined both
sectors together for this analysis.

What's more, metal is also used extensively in other
sectors, such as construction (including
infrastructure), logistics (e.g. storage and
transhipment in ports), the automotive and energy
sectors. As for (consumer) electronics, the telecom,
electronics wholesale and part of the retail sector are
heavily dependent on consumer electronics.

Raw materials and working
conditions abroad

Both the metal and the consumer electronics sectors
focus strongly on the CSR risks in the Netherlands.
This has resulted, among other things, in a covenant
between the government and the metal industry with
the aim of reducing energy usage by 50% in 2030
compared to 200529, the initiative ‘bx Better’, in
which the sectoral organisations FME and Metaalunie
join forces with employers and employees to improve
working conditions®'332 as well as an extensive
materiality analysis which looks at the CSR risks per
sector, in a broad sense and with a focus on the entire
chain, particularly risks linked to the extraction of
various metals. The main CSR risks for both sectors
are currently linked to the import of raw materials

and electronics from abroad, more specifically CSR
risks linked to the extraction of metals and labour
risks in the production of electronics (components
and products) abroad, in countries like China®3*. The
available literature mainly focuses on CSRrisks in the
production of consumer electronics and provides little
information on the risks in the production of separate
components for high-tech business-to-business
applications.

As for the sectors’ approach to the
‘responsibility to respect’, it is striking that:

® The sectors’ agenda traditionally focuses on risks in
the Netherlands. International CSR risks are
included in a materiality analysis and the
collaborating business organisations in the metal
and electronics sector want to use that as a basis to
raise awareness of due diligence among SMEs;

¢ For most directly imported metal flows, it is known
from which countries they originate. Some of these
come from high-risk countries (see chapter 4.2),
such as Brazil, China and Russia®**. However, in the
import of metals is it not always clear what the
countries of origin are, because some metals are
sold through brokers and the extraction and
processing do not always take place in the same
country. Some major Dutch companies have better
or even full transparency on the origin of their
imported metals, because they have an insight into
the entire chain of the metals they require or they
purchase them directly from the mining
Compani98335'336’337;

¢ In many cases it is unknown which part of specific
metal flows is used by the various (sub)sectors;

e |t is unclear which due diligence processes the
companies carry out in the various steps of the
chain for the raw materials used (mining, export,
trade, raw materials use in the Netherlands);

¢ As far as FME is aware, the Dutch metal and
electronics sector does not have any significant
links with risks related to the production of
consumer electronics. However, the sectors do
have links with risks that may occur in the
production of electronic components abroad for
and/or by Dutch companies. These risks are related
to working conditions in the production of simple
electronic components (see box 2). The size of this
components flow is unclear.
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BOX2: SECTORS LINKED TO LABOUR RISKS
IN THE PRODUCTION OF ELECTRONICS

Roughly, the electronics sector can be subdivided
into the production of electronic components

and end products for other companies, and

the production of consumer electronics.

The Dutch electronics sector is mainly involved in
the production of high-tech components and end
products for other companies. This poses relatively
few labour risks in the production in the Netherlands
or in the foreign branches of Dutch companies.

Via the import of components used in items produced
by the Dutch metal and electronics sectors, these
sectors may also become involved in the production
of electronics with an increased risk of bad working
conditions in countries like China. Presumably this

is mainly the case for relatively simple components
whose suppliers compete with each other primarily
in terms of pricing and delivery times. This
production environment is comparable to that of
consumer electronics. This situation is less likely

in the case of high-tech components, because of
the strict quality requirements for the workers who
produce them and the production environment.

The production of consumer electronics is
characterised by an increased risk for bad working
conditions. However, the Dutch metal and
electronics sector is not affected — or very little.
The wholesale, retail and telecom sector may

be affected through the import of electronics.
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Box 3: Examples of CSR risks and approach to the principle of ‘responsibility to respect’

IMPACT

TYPE OF RISK

In the Dutch production of steel most CO,
@ emissions are the result of the chemical

hd process required to make steel (not of energy

generation). Data from CBS (Statistics

Netherlands) about the CO, emissions

of the metal sector show that the iron

and steel industry is responsible for a

significant share of these emissions:

Environment
Greenhouse gas emissions
(CO, eq) due to energy
usage in metal production
- CO, emissions of the metal sector: 7.2
million tonnes (basic metals, metal products
and machine industry)®3¢— this equals
4% of the national CO, emissions®*’;
- 85% of these emissions are generated
by the iron and steel industry3*.

RESPONSIBILITY TO RESPECT

The metal sector is actively trying to save
energy, which has resulted in:

- acovenant between the government and
the metal industry: 50% energy savings in
2030 compared to 2005%*';

- apartnership between Metaalunie and
SAM (the foundation for advice on the
metal industry) for the sharing of
knowledge on energy-saving
measures®234;

- more than 60% of the SMEs in the metal
sector states energy savings are on their
agenda®*;

- Tata Steel, the largest Dutch company
specialising in basic metals, has very low
CO, emissions per tonne produced, and has
therefore secured a top spot in the global
benchmark ranking34:3*.

In the Philippines, Thailand and China a
workweek can be up to 84 hours long, without
days off, exceeding the maximum of 60 hours
per week established by EICC and various civil
society organisations®*3*8, Moreover, there

is a significant correlation between overtime
and low wages. If the minimum wages are
likely to keep workers in poverty, they will

be more willing to work excessively long
hours®¥. In-house audits by an electronics
producer show that 50 to 75% of suppliers

in Asian countries were responsible for
breaching working time regulations®*°.

Labour

Excessively long working
hours (in the production
of electronics abroad)

Various major Dutch electronics producers
signed the EEIC Code, which provides
guidelines on the maximum number of
waorking hours®'. Moreover, a large Dutch
company takes part in the Electronics
programme of ‘Sustainable Trade Initiative’
(IDH). Its target is to improve working
conditions among Chinese electronics
producers, and the programme also includes
a stipulation that limits excessively long
working hours®Z. There are no sectoral
standards for management, monitoring and
reporting on this issue. FME, one of the
sectoral organisations, provides its members
with information on material risks, but long
waorking hours are not explicitly mentioned?s?,

bd LIST OF REFERENCES

© 2014 KPMG Advisory N.V.

SEPTEMBER 2014 | CSR Sector Risk Assessment | 119



Appreciation by civil society parties

Civil society organisations are critical about the
CSR risks and the approach to the ‘responsibility
to respect’ in the metal and electronics sectors.

This may be due to the fact that stakeholders and
sectors adopt differing perspectives on the risks.

Metal

The stakeholders answered the questions on

the metal sector with a focus on the international
extraction of metals (mining) and the related risks.
They focused less on the actions of companies

in the Dutch sector, which is mainly made up of
SMEs. The sector, however, did take the SME
perspective into account in its assessment of the
risks and its quest for an action framework.

Electronics

The sector mainly adopts a first-tier perspective,
putting Dutch electronics companies and their direct
suppliers centre stage. Mining is usually not taken
into account. Stakeholders, however, go way back in
the chain and focus more on international consumer
electronics giants and mining. Therefore, the findings
we received from stakeholders did often not apply to
the Dutch electronics sector as we had defined it, but
rather to consumer electronics on the Dutch market.
The Dutch sector is characterised by a relatively high
number of companies specialising in high-quality
production and business-to-business activities.
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BOX 4: BEST PRACTICES

Risk:
Financing of conflicts and bad working conditions in
tin extraction.

Parties involved:
The Dutch government and a number of large steel
and electronic producers.

Activities:

The Conflict-Free Tin Initiative (CFTI) aims to

allow companies like Philips and Tata Steel to use
conflict-free tin from Congo. The Dodd-Frank Act
resulted in a 90% reduction in the extraction of
minerals in Congo. As such, this initiative also poses
opportunities for the local economy, because an
embargo of raw materials leads to social problems
linked to the unemployment that arises®%4:358,

Results:
CFTI has produced the following results, among
others®%%:37:

e Monitoring of safety in the mines that fall under the
CFTlinitiative.

e Hundreds of jobs for miners.

¢ Purchasing of conflict-free tin by two major Dutch
companies.

Since this is a pilot project, the quantity of purchased
tin is still very limited at the moment compared
to all the tin used by the companies involved?°8,

© 2014 KPMG Advisory N.V.

Overview of all material risks

Risks generally refer to the chance that an event will
take place ‘multiplied’ by the ‘consequence’ of that
event. In many cases, this allows for risks to be
quantified. The SRA uses the term 'impact’ to refer to
the estimated chance (that a situation will take place,
an estimate of the number of people involved, the
scope of the environmental damage in the area in

Figure 5.9 /Findings for the metal sector

question, the emissions measured in tonnes etc.) and
the consequences (the severity of the event for the
environment, people and animals) of each risk. Risks
that affect people and animals’ physical integrity and
that cause irreversible damage are classified as
severe.

The figures 5.9 and 5.10 illustrate the impact (scope
and severity of the risk) and the sectors’ involvement

v

Greenhouse gas emissions linked to metal production
Greenhouse gas emissions linked to metal extraction
Water pollution in the extraction of metals
Water scarcity in the extraction of metals

Land use in vulnerable areas (extraction of metals)

o

Unhealthy working conditions (extraction of metals)
Unsafe working conditions (extraction of metals)

Unsafe working conditions (production and processing)

Breach of trade union laws and the right to free
association (extraction of metals)

Breach of women's rights (extraction of metals)

Low wages (extraction of metals)

Child labour (extraction of metals)

Excessively long working hours (extraction of metals)

Forced labour (extraction of metals)

O

Deprivation of the right to a clean, safe and healthy
environment (mining)

Depletion of natural resources
Land grabbing/non-respect of land rights

Financing of conflicts (conflict minerals)

IMPACT INVOLVEMENT AND INFLUENCE
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Figure 5.10 /Findings for the electronics sector
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Wiater scarcity and pollution linked to production activities

Greenhouse gas emissions linked to production
and transport

Greenhouse gas emissions of products in use

Use of and exposure to dangerous substances

Environmental pollution caused by electronic waste

o

Unsafe working conditions

Breach of trade union laws and the right to free associatior
(production abroad)

Forced/migrant work (production abroad)

Low wages/underpayment (production abroad)

Child labour (production and waste processing abroad)
Excessively long working hours (production abroad)

Breach of women'’s rights (production abroad)

Deprivation of the right to a clean, safe and healthy
environment (mining)

Land grabbing/non-respect of land rights (mining)

Depletion of natural resources in the country of origin

INVOLVEMENT AND INFLUENCE
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(indicated through its position in the chain and the
share of companies involved) per risk, both with a
figure between 0 and 3. The characteristics of the
Dutch sectors - with many business-to-business
electronics companies and metal-processing SMEs
—were taken into account. These findings are based
on the literature review carried out by KPMG,
supplemented with the input from civil society
organisations. The sources used in the assessment of
the impact and involvement are listed in the separate
SRA source book. The sector recognises the
identified risks, but made it clear in the process that
they could not give a quantitative assessment of
these risks using this method. Corruption and taxation
risks were not included in the table, because they
cannot really be assessed at sectoral level. For more
information on Corruption and Taxation risks we refer
to chapters 4.4 and 4.5.

Specific considerations for dialogue

In addition to the (strengthening of) the
existing CSR initiatives, we identified the
following points for further dialogue:

Metal and electronics:

e Map out which raw materials and (intermediate)
products end up where in the supplying chain: raw
materials (metals such as iron and aluminium, tin,
tungsten and tantalum, gold and other rare metals),
electronic components (for the high-tech industry)
and consumer electronics (e.g. smartphones,
tablets, computers, hi-fi and televisions).

bd LIST OF REFERENCES
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¢ Actively communicate with Dutch SMEs
on the risks related to raw materials for
the metal and electronics sectors.

Metal:

e Carry out due diligence processes for raw materials
and, where applicable, make existing due diligence
approaches for raw materials more transparent.
With the exception of a few companies, it is
currently unclear how this is being implemented;

e Simple guides for SMEs to improve
their due diligence.

Electronics:

* Make companies aware of ongoing issues and
due diligence, particularly for the purchase of
simple (low-tech) components from abroad;

e Simple guides for SMEs to improve
their due diligence.

With other sectors:

e Contribute to a cross-sectoral approach for limiting
CSRrisks in the extraction of metals, as well as
labour risks in the production of electronics abroad.
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One of the main importers and
exporters of oil (products) worldwide

The Netherlands is one of the main importers and
exporters of oil (products) worldwide®*® and plays
a significant role in the oil supply in Europe due to
its extensive refining capacity and vast network
of ports, storage facilities and pipelines3¢°.

Moreover, the Netherlands (together with the United
Kingdom) hosts one of the largest oil companies
worldwide (Royal Dutch Shell), as well as a number
of important service providers to the oil and gas
sector. Finally, the Netherlands is an important player
in the financing of oil companies. Many international
companies tap into the Dutch taxation system.

On an international level, many companies

have joined the Global Oil and Gas Industry
Association for Environmental and Social Issues
(IPIECA) to map out CSR risks for the sector,
formulate recommendations for dealing with
specific risks and present best practices®’.

The oil and gas sector in the Netherlands
consists of a number of subsectors:
1. Oil processing;

2. Oil and natural gas extraction;

3. Services for oil and natural gas
extraction (e.g. storage);

4. Oil trading.

LIST OF REFERENCES
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Oil processing

Companies in this first subsector have joined forces
as part of VNPI, the Dutch Petroleum Industry
Association®¢?. This subsector is represented by
four foreign multinationals (ExxonMobil, BP, Kuwait
and Total) — which do not have their headquarters

in the Netherlands, but only a refinery —and Royal
Dutch Shell. Chevron, Tamoil and Delek, too, are
members of VNPI, but they do not process crude oil
themselves. The risks related to climate change and
air pollution (environment), as well as process safety,
personal safety and healthy working conditions
(labour) are important to this subsector, and are
high on its agenda. The prevention and mitigation

of these risks is mostly laid down in European

and national legislation, for example in the EU
Emissions Trading System (ETC). Which crude oil
and products are processed is a commercial choice
—in line with the existing legal framework — that

is generally made in consultation with the parent
company (which is often based abroad) and the
various production sites across the Netherlands.

Oil and natural gas extraction

Only a very limited amount of oil is extracted in the
Netherlands — 1 million tonnes in 2011, versus 53
million tonnes that were imported®3. Royal Dutch
Shell is the only major Dutch player that has oil and
natural gas extraction operations abroad. Shell is
also the main player in the extraction of natural gas,
as it holds 50% of the shares of NAM (Nederlandse
Aardolie Maatschappij). In 2011 the Netherlands
produced 81 billion m? of natural gas, of which 32
billion m3 were exported. The main CSR risks of the
global oil and gas sector are linked to the extraction
process. Examples of relevant risks are water
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scarcity, greenhouse gas emissions, use of land in
vulnerable areas, depletion of natural resources and
the deprivation of the right to a clean, safe and healthy
living environment. Civil society organisations agree
that the main CSR risks of the Dutch sector lie in the
extraction of oil and natural gas in vulnerable areas
outside the Netherlands®6436%, The subsector ‘oil and
natural gas extraction’ is dominated by one single
company in the Netherlands. This SRA focuses on
the Dutch sectors, which are made up of several
companies sharing a number of CSR risks. This

SRA is not intended to provide input for dialogue
with(in) a specific company. Consequently, this

SRA does not include any corporate case studies.

Services

The third subsector comprises various Dutch service
providers in the oil and natural gas sector. 430
companies in this subsector are represented by IRO
(the Association of Dutch Suppliers in the Oil and Gas
Industry)®®¢. The IRO members operate both on-and
offshore in the field of consultancy, engineering,
development of new sites for the extraction of oil and
natural gas, installation of pipelines, maintenance,
production and supply of materials and devices. This
subsector is a varied one and its clients are generally
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international (I0Cs) and national (NOCs) oil and gas
companies. The risks are largely comparable to those
linked to the extraction and processing of oil and
natural gas. Since operations are spread across the
globe, dealing with country-specific risks linked to
labour (such as a breach of trade union rights) and
human rights is a permanent point for attention.

Trading and storage of oil and
gas (other than natural gas)

Finally, there are the oil traders, who are represented
by NOVE (the Dutch organisation for the energy
sector)®®’, and oil storage companies, represented
by VOTOB (the association of independent tank
storage companies)3®®. NOVE has 185 members,
VOTOB 15+. Both associations have a couple of very
large companies with global operations among their
members. The oil traders and storage companies
work together closely, and in many cases, the
companies are both active in oil trading and storage.
The risks for this subsector are mainly those linked
to the storage of oil and natural gas (leaks and safety
issues) and the possible impact on the surrounding
communities. In the case of international operations,
country-specific labour risks (including respect for

trade rights) and human rights are a point of attention.

Specific considerations for dialogue

Developing a centralised, national dialogue
seems 1o be a complex tasks in this sector,
which has very diverse subsectors, each with its
own influence and involvement in specific CSR
risks. The key question is “How can dialogues
be held with subsectors that are based in the
Netherlands, but have international operations?”.
The following key points deserve a closer look:

¢ \Which role can the various sectoral
organisations play (VNPI, IRO, VOTOB
and NOVE) for each subsector?

e How can large individual foreign parties operating in
the Netherlands be involved actively in the dialogue?

¢ \Which risks can be part of a dialogue in the
Netherlands and which risks are already effectively
covered by international platforms such as the
Social Responsibility Working Group (SRWG)
of the Global Oil and Gas Industry Association
for Environmental and Social Issues (IPIECA)?
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The largest employer in the
Netherlands

Retail is a highly diverse sector and contributes
considerably to the Dutch economy. The sector is
made up of 110,000 retailers, is the main employer in
the Netherlands (650,000 employees) and has a
turnover of 81 billion euro a year (2012). Moreover, the
sector has a strategic position when it comes to
promoting sustainability in consumer goods and
purchase behaviour. After all, retailers are the main
link between producers and wholesalers, and
between producers and consumers. More and more
retailers are also acting as producers/importers, and
have their own house brands. As such, their role
differs from that of a traditional shopkeeper, who only
buys goods and sells them to consumers at a profit.
Traditional retailers are a dying breed. What is more,
the boundaries between traditional retail sectors are
becoming increasingly blurred, and non-food, food
and hospitality are more often than not integrated into
one and the same retail set-up. Consequently, CSR
risks apply, to a greater or lesser extent, to the entire
sector. As a result of the diversity described above,
the purchasing processes in retail differ tremendously
according to the product, sector and company in
question.

The main risks from an international perspective are
linked to the various products sold, rather than to the
business process (transport, packaging, storing,
cooling and displaying on the shelves). The
responsibility for these risks does not lie solely with
the sector, but also with producers and wholesalers.
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Energy and packaging, the main
CSR topics in the Netherlands

Many joint CSR efforts in the sector focus on making
the retail chain more sustainable by reducing CO,
emissions and transport movements, using less
packaging material etc. It mainly concerns
environmental issues (confined within the
Netherlands).

As for labour risks, some sectors and companies are
at higher risk of shop crime, putting their employees’
safety in jeopardy. This issue is a major priority in the
retail sector, but does not fall under its CSR efforts,
just like other topics, which are more linked to
efficient business management.

The dialogue between the government and the retail
sector is heavily ‘institutionalised’ for environmental
topics — energy for lighting, heating, shop entrances,
air-conditioning and cooling (e.g. through
environmental regulations) and packaging (through
various covenants based on producer responsibility).
For these risks, civil society organisations give the
approach to the ‘responsibility to respect’ a much
lower score than the sector. Nevertheless, in the rest
of this sector factsheet we will focus on the
‘responsibility to respect’ in relation to products.

Six non-food clusters with
specific international risks

For this SRA we analysed six retail clusters, because
risks are strongly linked to specific raw materials and
products, making a global approach unfeasible. The
six analysed clusters are resellers of toys, cosmetics,
non-food consumer goods (electronics, textiles/
clothing), stock lots, DIY retailers, and jewellers. The
risks related to food are discussed in the factsheet for
the food sector. This selection is based on an analysis
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of all SBI retail codes. The clusters were selected
based on one or more of the following criteria:

e Sale of products that carry CSR risks featured in
international literature on the worldwide sector;

e Sale of products which carry CSR risks
that are not explicitly included in one
of the ten ‘production sectors’,

e Sale of products that are explicitly included in one of
the ten "production sectors’, but for which we could
not gather sufficient information through these
‘production sectors’ due to the nature of the sectoral
organisations and/or ongoing CSR dialogues;

® Recognisable, substantial clusters with their
own sectoral organisations and/or several
major Dutch players on the market.

® The risks list is not complete, but it does illustrate
the CSR risks in the retail sector. Annex C provides
an overview of all material risks for the sector.

Lack of a common CSR agenda

The non-food retail sector does not have a common
CSR agenda following on the ongoing efforts and
dialogues on energy, the environment and packaging.

The only exception is the textiles and clothing sector,
where retail plays a very active role in the drafting,
development and implementation of the ‘Plan van
Aanpak Verduurzaming Nederlandse Textiel- en
Kledingsector 1.0" (‘Action plan for a more sustainable
Dutch textiles and clothing sector 1.0°). VGT, the
association of textile wholesalers, which is a member
of RND (the Dutch Retail Council), represents the
textiles and clothing retail sector together with
MODINT and INretail.
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More and more international/European retail chains
are opening shops in the Netherlands. They are
mainly driven by the social expectations in terms of
CSR in their home countries. These expectations do
not necessarily match ours. Sometimes they are
lower, sometimes higher.

At the same time, public annual reports provide
relatively little information about CSR in retail. The
most recent Transparency benchmark assessed 44
companies in the sector, giving 27 of them a score of
zero. The remaining 17 retailers earned an average
score of 86 (in 2012 the average score was 67). The
average score of all companies assessed in the
Netherlands was 104. Compared to other sectors,
retail does not score well in terms of reliability
(independent verification), relevance and clarity'.

Consequently, it is not easy to assess the entire
Dutch retail sector’s approach to the principle of
‘responsibility to respect’. The same goes for the
individual clusters. Based on the literature review, and
input from the sector and stakeholders, we arrived at
the following findings:

¢ |nsights: the sector is faced with the major
challenge of gaining better insights into the origin
of products and the risks they carry. These insights
form the basis of a targeted approach to combat
the main risks. ‘Track-and-trace’ systems are
already in place for certain product categories,
allowing consumers to garner information
about the origin of products. However, such
information is scant across the entire sector;

e Country risks: products from certain countries,
regardless of which category they fall under,
carry a higher risk (e.g. products from China
and India). Note that 75% of all toys and most
of the natural stone and electronics sold in
the Netherlands originate from China;

e Materiality: given the tremendous diversity of
products on the market, the sector is responsible
for making an inventory of potential risks. This
responsibility is greater if the company is also
a producer, importer or brand owner. However,
many shops have a changing portfolio of products/
collections (i.e. they are only available for a short
timeframe) and a shop can easily sell dozens
to thousands of different products. It would
be unfeasible for individual retailers to make
an inventory of the risks for all these products.
Therefore it is important for the sector to identify
the raw materials and products that are relevant
for a specific subsector and to establish what their
contribution is to the accompanying risks. That
determines which reaction is suitable and which
partners can be approached for collaboration.

Appreciation by civil society parties

Both the sector and NGOs see the following risks as
important based on impact and involvement:

e DIY retailers: deforestation due to the
sale of non-certified wood products;

e Cosmetics: deforestation due to palm oil
production (e.g. in Indonesia and Malaysia);

e Electronics: working conditions in the
production of electronics abroad, such as low
wages and forced labour (e.g. in China);

® Toys: environmental issues in the
production of toys, e.g. in China (use of
fossil fuels, water and soil pollution);

e Cosmetics: water pollution due to the
use of cosmetics by consumers (in
the Netherlands and abroad).

At the moment, there is no common approach for
these CSRrisks. In many cases, shopkeepers have
not jet joined forces, neither with importers, nor with
producers and suppliers. Stakeholders feel that
across the board not enough attention is paid to the
various CSR risks, or at least not explicitly.
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Box 1: Examples of CSR risks and approach to ‘responsibility to respect’

CLUSTER/TYPE OFRISK IMPACT RESPONSIBILITY TO RESPECT CLUSTER/TYPE OFRISK IMPACT RESPONSIBILITY TO RESPECT
Afew key figures for gold™": Main findings: Afew key facts: Main findings:
- 300 tonnes of new gold/year - Jewellers generally are not aware of the - 75% of toys sold in the Netherlands - Neither the sector nor Dutch toys
worldwide; origin of one gramme of gold™s; come from China™’; suppliers have a common policy to limit
- 80% is extracted through large-scale - Thereisno joint approach for the - In 2011, thousands of people produced this risk;
mining operations using poisonous cyanide; purchase of new gold; toys for several famous brands in one - The Toy Safety Directive is respected, but
Cluster: Juwellers - 20%b is extracted by small miners using - Some jewellers have joined the initiative Cluster: Toys Chinese factory where labour rights were that only applies to children who play
Breach of labour and human mercury; ‘Goed goud’ (Good gold) by Solidaridad'® Working conditions breached, working hours were too long, with the toys, not to the working
rights laws in the extraction and - 10 million miners, mostly women, are (see box 2). (overtime and child labour) suppliers’ obligations were not respected conditions in the production process™.
processing of precious metals exposed to the dangers of mercury on a in the production of toys and child labour was used'®; - The sectoral organisations Ornes and
and diamonds in conflict areas daily basis (damage to the nervous system, - 50% of toys is sold in toyshops, 40% GEBRA are helping in making the chain
skin and kidneys, sometimes with deadly by other retailers and 10% by occasional more sustainable™.
consequences). Mercury also poses risks importers (e.g. fairground operators).

for unborn and young children (via
breastfeeding)';
- 1 million children work in gold mines.

The Dutch jewellers’ contribution to the risks
in the gold chain is limited. Most of the gold
processed in the Netherlands is recycled (old
gold). As for new gold, part of it comes from
mines that conduct their operations
responsibly, and the other sectors combined
probably also use more new gold (e.g.
financial sector, dentists and electronics)'®.

Other precious materials, such as platinum,
also carry major risks'™*.
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RND informed us there is no common agenda with
regard to water pollution due to cosmetics use, but it
is a hot topic. RND joined Vewin, the association of
Dutch water companies, for dialogues on the pollution
of surface water by cosmetics and fire retardants,
among other things. The agricultural and
pharmaceutical sectors are Vewin's main dialogue
partners when it comes to the pollution of drinking
water sources. The (non-)food retail sector plays an
indirect role, which does not directly require it to take
action.

Moreover, civil society organisations give the
approach to ‘responsibility to respect’ a lower score
than the sector itself. This mainly applies to the risk of
unsafe and unhealthy working conditions in the
extraction of natural stone (e.g. in China and India),
which is sold by construction retailers, and labour
risks in the production of goods that are sold by stock
lot retailers in the Netherlands.
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BOX2: BEST PRACTICES

Risk:

Breach of Labour and Human Rights regulations
(including women's rights) in the extraction and

processing of precious metals and diamonds in

conflict areas.

Parties involved:

Fairtrade/Fairmined programme by Solidaridad,
with the collaboration of the Gold and Silver
Federation (FGZ).

Activities:

Influencing large mining companies, training small
miners and developing an international standard for
sustainable gold.

Results:

A Fairtrade/Fairmined (FT/FM) standard was
developed and FT/FM gold is already available.

This standard does not only focus on Environmental,
Labour and Human Rights issues, but also on
specific gender issues. The Netherlands also uses
gold from Oro Verde, an organisation of miners in
Colombia that has been extracting gold sustainably
for years. Dozens of Dutch jewellers sell ‘good’ gold,
and more are set to follow suit. As far as we know,
no retailers using gold in other applications (such as
electronics)™ have joined the initiative.

© 2014 KPMG Advisory N.V.

Overview of all material risks

Risks generally refer to the chance that an event will
take place ‘multiplied’ by the ‘consequence’ of that
event. In many cases, this allows for risks to be
quantified. The SRA uses the term 'impact’ to refer to
the estimated chance (that a situation will take place,
an estimate of the number of people involved, the
scope of the environmental damage in the area in

Figure 5.3 /Findings for the retail sector

guestion, the emissions measured in tonnes etc.) and
the consequences (the severity of the event for the
environment, people and animals) of each risk. Risks
that affect people and animals’ physical integrity and
that cause irreversible damage are classified as
severe.

The figure below illustrates the impact (scope and
severity of the risk) and the sector’s involvement
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Greenhouse gas emissions due to energy usage in shops

Toys: environmental issues during the production process

Cosmetics: water pollution due to consumer use

Cosmetics: air pollution during the production process
(e.g. due to the use of propellants, solvents and oils)

Cosmetics: deforestation due to palm oil production

Construction retailers: deforestation linked to
non-certified wood products

Stock lots: sale of goods carrying high environmental
risks in the production chain

Jewellers: environmental pollution due to the extraction
of precious metals

o

Toys: working conditions during the production process

Jewellers: unhealthy and unsafe working conditions
(extraction of precious metals and diamonds)

Construction retailers: unhealthy and unsafe working
conditions (extraction of natural stone)

Stock lots: sale of goods carrying high environmental
risks in the production chain

Electronics: working conditions in production abroad
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Jewellers: deprivation of the right to a clean, safe and
healthy living environment (mining)

Jewellers: financing of conflicts (extraction of precious
materials and diamonds)

Construction retailers: deprivation of the right to a clean, safe
and healthy living environment (extraction of natural stone)
Non-food consumer goods: land grabbing/non-respect

of land rights (cotton production) and extraction of
minerals in conflict areas (electronics)
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(indicated through its position in the chain and the
share of companies involved) per risk, with a figure
between 0 and 3. These findings are based on the
literature review carried out by KPMG, supplemented
with the input from the sector and civil society
organisations. The sources used in the assessment of
the impact and involvement are listed in the separate
SRA source book. Corruption and taxation risks were
not included in the table, because they cannot really
be assessed at sectoral level. For more information on
Corruption and Taxation risks we refer to chapters 4.4
and 4.5.

Main risks

For the approach to ‘responsibility to respect’, we

also made four (sub)observations for the following
dimensions: insight into the risks, results (actions

launched), transparency and collaboration.

In the assessment of the ‘responsibility to respect’ of
the retail sector we took into account the following:

¢ \We looked for joint initiatives as a reaction to
international CSR risks, but found hardly any to
none;

e For the purpose of this SRA we only took into
account the following clusters: resellers of toys,
cosmetics, non-food consumer goods (electronics,
textiles/clothing) and stock lots, DIY retailers, and
jewellers.
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All the CSR risks identified as part of this SRA
were acknowledged by both the stakeholders
and the sector. Due to the lack of a common
CSR agenda for the entire sector based on a
thorough materiality analysis, it is currently
difficult to further prioritise the risks.

The sector has already launched initiatives for risks
related to textiles and clothing ('Plan van Aanpak
Verduurzaming Nederlandse Textiel- en Kledingsector
1.0" or "Action plan for a more sustainable Dutch
textiles and clothing sector 1.0°) and some raw
materials, such as natural stone sold by construction
retailers (Natural stone programme and IDH, the
‘Sustainable Trade Initiative’), tropical hardwood sold
by construction retailers (sectoral commitment for
the purchase of certified wood) and gold (Fairtrade/
Fairmined standard). Moreover, IDH is working with
the main electronics suppliers to make the chain
more sustainable. However, with the exception

of tropical hardwood, there is a lack of solid
commitments by the Dutch sector(s) involved. It is
also worth noting that several individual companies
are actually using supplier codes. However, there

is a lack of transparency on the characteristics

of the standards used and monitoring is limited.

Specific considerations for dialogue

In addition to the joint focus on packaging and
energy, we identified the following considerations
for further dialogue on the CSR risks in retail.

For the identification of the main clusters and risks:

® The various sectoral organisations should —
internally — agree on the material risks in their sector
and explicitly inform their members and other
stakeholders;

¢ Import flows from high-risk countries should be
mapped out to draw up country-specific agendas in
collaboration with other sectors;

e Joining and/or supporting of initiatives by suppliers,
other sectors and other partners in the chain, as is
partly the case with palm oil™2,

To illustrate this last point: in their efforts to
purchase ‘good’ gold, jewellers could join forces
with dentists, the financial sector (concerning the
strategic supply of gold) and the electronics sector.
For the sector’s approach to the principle

of ‘responsibility to respect”

® The development of a joint vision for the use of
‘codes of conduct’, i.e. creating standards in terms
of Environmental, Labour and Human Rights risks
that go beyond compliance with the national legal
framework. Several large retailers have already
joined the Business Social Compliance Initiative
(BSCI). The challenge is to encourage other and
smaller companies to also use such codes, even if
they do not have the capacity to arrange this
themselves;

* More transparency (also towards consumers
directly): provide an insight into the CSR risks of
non-food products and responsible alternatives, not
only in annual reports, but also in direct
communication to consumers. An example: recently
supermarkets have started putting sustainable
products in the spotlight and an energy label was
launched for white and brown goods.
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1% of the global market and 25
million tonnes of cotton per year

The Dutch textiles and clothing sector is made up

of production companies whose share in the sector

is decreasing, i.e. 4,500 wholesalers and retailers.
The share of the Dutch sector in the global market is
1%. The sector can be subdivided into three clusters,
namely fashion, bathroom and household textiles, and
technical textiles, and has organised itself into various
sectoral organisations, such as MODINT (suppliers),
INretail (retailers) and VGT (the association of textile
wholesalers). The total turnover of the various
clusters is subdivided as follows: fashion accounts for
50%, bathroom and household textiles for 256% and
technical textiles for the remaining 25%3°. Although
the share of synthetic textiles increases every year,
particularly due to the strong increase in the use of
synthetic fibres, the absolute quantity of cotton in
textiles has remained stable (+/- 25 million tonnes a
year). It is important to note that many international
classifications also integrate shoes and leather goods
into the sector, so it is not easy to delineate the sector.

‘Action plan for a more sustainable
Dutch textiles and clothing sector 1.0’

The CSR risks in the sector are mainly related to
cotton cultivation and textiles production abroad.

The sector has been tackling the risks related to
textiles production for years. MODINT and INretail
co-founded the Fair Wear Foundation (FWF) and VGT
was involved in the launch and further development
of BSCI (the Business Social Compliance Initiative).
Since 2012, the sector has been working on a joint
CSR action plan. This initiative got an extra boost
following the collapse of the clothing factory in Rana
Plaza, Bangladesh, in 24 April 2013. In June 2013, the
‘Action plan for a more sustainable Dutch textiles and
clothing sector 1.0" was presented, which illustrates
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the sector's commitment to tackling malpractices
in the clothing production chain®”°. Through this
initiative, the sector is showcasing leadership in
the prioritisation and joint tackling of CSR risks.

Following consultation with stakeholders,
the sector identified ten topics in the action
plan that urgently need to be tackled, i.e.:

1. General: purchasing practices/due
diligence, and communication;

2. Social topics: bonded labour (India), safe and
healthy workplaces. (Bangladesh), child labour
(Turkey, India, China and Uzbekistan), living wage
(Bangladesh, China, Vietham and Cambodia)
and the right to free association (Turkey);

3. Environmental issues: circular economy/
recycling, water (Bangladesh)/chemicals
(Asia) and raw materials for cotton
production (Africa, India and China).

Meanwhile, ten working groups have joined forces
with companies, civil society organisations and the
government to make further agreements on these
topics. Moreover, four times a year the sector holds
consultations with a diverse group of stakeholders
to discuss CSR-related topics in the textiles sector.

The sector does, however, still need to launch
concrete common initiatives as part of this
action plan. Key remarks on the contents of
the action plan, and consequently the sector’s
approach to ‘responsibility to respect’ are:

o The CSR agenda of the textiles and clothing

sector traditionally focuses strongly on labour
rights (child labour, living wage, safety etc.);
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¢ Although the action plan also focuses on
environmental issues, such as water, chemicals and
raw materials, the implementation of environmental
actions across the sector remains limited. Given the
sector’s risk pattern, a more balanced approach
should be adopted, because excessive use of water
and pesticides in cotton cultivation and the use of
paint, glue and other chemicals in textiles
production and processing can lead to extensive soil
and water pollution. This can, in turn, affect the local
biodiversity, eco-system services and finally the
quality of the living environment of various
communities;

The existing initiatives and CSR efforts are mainly
aimed at the fashion subsector. The sector pays
little to no attention to CSR risks in bathroom and
household textiles, and technical textiles. However,
these subsectors also present a number of inherent
CSR risks — some of which are linked to cotton —
that would justify the launch of additional measures.
This does not apply to the textile businesses that
are still based in the Netherlands, as they fall under
the Dutch regulations and monitoring for
environmental and labour issues;

A number of material risks identified as part of this
SRA are not — or less explicitly — mentioned in the
action plan, namely women's rights, animal welfare,
land grabbing and corruption. These topics were not
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highlighted by the civil society organisations during
the stakeholder dialogues that were held in the
development of the action plan (see box 2). The
sector is open to input from the civil society
organisations on how to further tackle this.
Moreover, the sector is holding dialogues with the
government on the issue of animal welfare linked to
the production of angora wool and fur®’*;

In the leather subsector MVO Nederland has
launched a separate programme®’?, which is
ongoing. Leather goods do not fall under the action
plan and call for the involvement of different sectoral
organisations;

The sector focuses mainly on first-tier suppliers and
is gaining an increasingly better view of the relevant
risks, their nature and scope. Targeted programmes
and targets have also been launched to counter
these risks;

Nevertheless, the sector has a more limited insight
into the world and risks that lie behind agents and
brokers, the so-called second- and third-tier
suppliers (including the agricultural supply chain).
Given the complexity and layered nature of the
chain, such insights are important in order to tackle
CSR problems at source (e.g. health risks for
workers in cotton cultivation and in the extraction of
seeds from raw cotton).

© 2014 KPMG Advisory N.V.

Box 1: Examples of CSR risks and approach to the principle of ‘responsibility to respect’

TYPE OF RISK

Y,

Environment

Water and soil pollution
in cotton production
(e.g. pesticides)

Labour

Unsafe working conditions
in textiles production (fire
safety, emergency exits
and construction quality)

IMPACT

The global footprint of cotton:
hectares
( of the total agricultural land).

of all pesticides used in developing

countries.

In Sudan, India, Brazil and Pakistan chemicals

are used that have been identified as
extremely dangerous to man and nature
by the World Health Organisation.

Number of workers in the formal ‘Textile,
Clothing and Footwear’ (TCF) sector:

- worldwide:

- inthe Dutch sector:

In 2013 more than textile workers
died in the collapse of a clothing factory in
Bangladesh.
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RESPONSIBILITY TO RESPECT

Dutch companies are making efforts to
increase their share of sustainable cotton,
they are implementing Oeko-tex guidelines
for chemicals and have joined the "Zero
Discharge of Hazardous Chemicals” initiative.

The international Bangladesh agreement:

- aims at improving the construction and fire
safety of clothing factories in Bangladesh.

- of all fashion for the Dutch
market is covered by this agreement

- The agreement was signed by I / Dutch
companies and a number of large foreign
players.
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Appreciation by civil society parties

Although a common action plan was developed for
the sector in consultation with several NGOs, there
are differences in the way civil society organisations
assessed the risks and the sector’s approach to the
‘responsibility to respect’ as part of this SRA. Across
the board, stakeholders gave the latter a lower score
than the sector itself did.

This is due to the fact that the sector focuses mainly
on the first tier and the NGOs have higher
expectations of the approach to the ‘responsibility to
respect’ in the entire (agricultural) supply chain, e.g. in
cotton production, which presents not only labour
risks, but also several environmental risks. The sector
uses the OECD guidelines (2011) as the foundation for
its responsibility and the position of the Dutch textiles
sector in the chain implies shared responsibility.
During the intensive consultations for the drafting of
the action plan, entrepreneurs, civil society
organisations and the government mainly felt the
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need to work on concrete topics that can be easily
influenced. Moreover, stakeholders feel that the
efforts currently focused on Bangladesh are also
required in other producing countries, and in the
production and processing of leather.

Various stakeholders feel that in the leather subsector
little attention is paid to animal welfare, environmental
risks linked to livestock farming and working
conditions in the tanning sector. The literature review
—in addition to the research carried out in the
framework of the leather programme launched by
MVO Nederland - revealed that there is very little
information about Dutch companies’ approach to the
‘responsibility to respect’ in this context.
Representatives of the leather sector were not asked
for specific feedback on this particular topic as part of
this SRA.

Risk:
Various Environmental, Labour
and Human Rights risks.

Parties involved:
MODINT, INretail and VGT members.

Activities:

Action plan drawn up by the three sectoral
organisations in collaboration with the government
and civil society organisations. The target of

the action plan is for companies in the textiles
and clothing sector to gain better insights into
their own production chain and to promote
transparency. Moreover, the action plan calls for
the launch of a pilot programme for purchasing
practices in each separate chain with a view to
positively influencing working conditions.

Results:
The action plan includes concrete goals through

which the sector aims for more sustainability in close
collaboration with international NGOs, trade unions

and governments. A due diligence process was

launched in the chain to get an idea of the actual CSR

risks. Concrete results have yet to be published.

Overview of all material risks

Risks generally refer to the chance that an event
will take place ‘multiplied’ by the ‘consequence’
of that event. In many cases, this allows for risks
to be quantified. The SRA uses the term ‘impact’
to refer to the estimated chance (that a situation
will take place, an estimate of the number of
people involved, the scope of the environmental
damage in the area in question, the emissions
measured in tonnes etc.) and the consequences
(the severity of the event for the environment,
people and animals) of each risk. Risks that affect
people and animals’ physical integrity and that
cause irreversible damage are classified as severe.
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The figure below illustrates the impact (scope and
severity of the risk) and the sector’s involvement
(indicated through its position in the chain and the
share of companies involved) per risk, with a figure
between 0 and 3. These findings are based on the
literature review carried out by KPMG, supplemented
with the input from the sector and civil society
organisations. The sources used in the assessment of
the impact and involvement are listed in the separate
SRA source book. Corruption and taxation risks were
not included in the table, because they cannot really

Figure 5.11/Findings for the textiles and clothing sector
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be assessed at sectoral level. For more information on
Corruption and Taxation risks we refer to chapters 4.4

and 4.5.
Main risks

For the approach to the ‘responsibility to respect’,
we also made four (sub)observations for the
following dimensions: insight into the risks, results
(actions launched), transparency and collaboration.

v

Greenhouse gas emissions

Water and soil pollution linked to cotton and
textiles production

Water scarcity in cotton and textiles production
Soil degradation linked to cotton production
Land use in vulnerable areas

Malpractices with regard to animal welfare

o

Child labour in cotton production

Unsafe working conditions
Unhealthy working conditions
Low wages

Excessively long working hours
Breach of women's rights

Breach of trade union rights

Damage to public health due to the use of chemicals
Pollution of the living environment

Land grabbing

I
20 25 30

IMPACT INVOLVEMENT AND INFLUENCE
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In the assessment of the ‘responsibility to
respect’ of the textiles and clothing sector
we took into account the following:

¢ The findings are based on the fashion subsector;

® The approach to the ‘responsibility to respect’
for cotton production is still rather limited;

e The sectoral commitments and the participatory
nature of the ‘Action plan for a more sustainable
Dutch textiles and clothing sector 1.0’ resulted in
a high score for the dimensions ‘insights’, ‘results’
(actions have been launched) and ‘collaboration’.
The reasoning behind this is that, in the foreseeable
future, the risks should be managed efficiently if
the sector honours the clear commitments made;

¢ More efforts could be made to promote more
transparency. In addition to this, individual
companies could illustrate their concrete
improvements more thoroughly. In order to do so, a
better insight is required into the risks in the supply
chain of individual companies (due diligence). In
reality, structural, joint due diligence efforts have
only just been launched. The sector claims that
many companies have been making efforts to
actively reduce CSR risks for a while. However,
these efforts are not always publicly shared.

In the textiles and clothing sector, there are a
number of risks with a relatively high impact/
involvement and a relatively limited approach
to the responsibility to respect’, namely:

¢ Various risks related to working conditions,
such as unsafe and unhealthy working
conditions, low wages, excessively long
working hours and the breach of trade union
rights and the right to free association;
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¢ \Water scarcity, water and soil pollution in
cotton and textiles production (e.g. due to
the use of chemicals in cotton cultivation and
in colouring and bleaching processes);

¢ Bribes in textiles and clothing production:
obtaining of permits for textiles factories
(e.g. in Bangladesh) by unlawful means, as
well as falsified documents related to labour
statistics (working hours and wages, China).

Specific considerations for dialogue

In addition to the (strengthening of) the "Action
plan for a more sustainable Dutch textiles and
clothing sector 1.0, we identified the following
considerations for further dialogue:

e Check whether there are any points of
attention in the current action plan that
apply to individual countries, such as safe
and healthy workplaces in Bangladesh, that
could be extended to other countries;

® Approach to the ‘responsibility to
respect’ for bathroom and household
textiles, and technical textiles;

¢ Explicitly mention risks related to women's
rights, animal welfare, land grabbing
and corruption in the action plan;

e Sectoral initiatives to increase the share of
sustainable cotton for the Dutch market;

e Study the possibilities — given the sector’'s 1%
share in the global market — for the sector to play
a more active role in the reduction of risks among
second- and third-tier suppliers, including in the
agricultural supply chain. This should be done in
line with the applicable OECD guidelines (2011).
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A key player in the distribution chain

Wholesale is a highly diversified sector that has a
considerable influence on the Dutch economy. As
the main importer and exporter, the wholesale sector
is responsible for almost 40% of all imports and
exports of goods. Its turnover is 418 billion euro (28%
of the total market income in the Netherlands) and

it employs 520,000 people over more than 73,000
companies, making it an important employer. The
wholesale sector plays an important linking and
buffering role in the distribution chain from suppliers
to customers. NVG, the Netherlands Wholesale

and International Trade Federation, counts about

40 subsector associations among its members.

Since wholesalers operate in different parts of
various chains, deal with a wide variety of products
and are generally active across country borders, the
sector is confronted with a wide range of CSR risks.
These risks usually originate deeper in the chain and
can —to a greater or lesser extent — be managed
through a responsible purchasing policy and chain
management, among other things. However, this is
no mean feat. On average, wholesalers have 100 to
1,500 suppliers and 1,500 to 10,000 supply points.

Moreover, due to its many transport movements
(some of which are outsourced), logistics and
distribution activities, the sector has a direct impact
on the environment. Optimal stock management

is key to prevent climate change (also see box 1).

Six clusters with specific international
CSRrisks

In this SRA we focused specifically on CSR risks in
six clusters: wholesalers specialised in jewellery,
agro commodities, graphics products, non-food
consumer goods (electronics, textiles and clothing),
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construction materials and pharmaceutical products.
This selection is based on an analysis of all SBI
wholesale codes. The clusters were selected

based on one or more of the following criteria:

¢ Trade in products that carry CSR risks featured in
international literature on the worldwide sector;

¢ Trade in products which carry CSR risks
that are not explicitly included in one of the
ten ‘production sectors’ (e.g. risks linked
to new wood used to produce paper for
stationery items, books and magazines);

¢ Trade in products that are explicitly included
in one of the ten ‘production sectors’, but for
which we could not gather sufficient information
through these ‘production sectors’ due to the
nature of the sectoral organisations and/or
ongoing CSR dialogues (e.g. CSR risks linked
to the production of consumer electronics);

® Recognisable, substantial clusters with their
own sectoral organisations and/or several major
Dutch players on the international market.

The last point mainly applies to agro
commodities, in which the Netherlands plays
an important international role through the
ports of Rotterdam and Amsterdam.

Opportunities and obstacles for a
cross-sectoral CSR agenda

Many companies have only just launched their
efforts to manage CSR risks and the sector
does not have an overall CSR agenda.

A positive exception is the ‘sustainable soy
transition’ programme, in which animal feed
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producers — together with the agricultural and the
food sector —are actively involved (see box 2).

Itis important to note that more and more
wholesalers are being acquired by foreign
companies. In these cases, it is usually the
parent company that sets the CSR agenda.

Consequently, at the moment, it is not easy to
determine the approach to the ‘responsibility to
respect’ for the entire Dutch wholesale sector, or
even for one of the clusters identified.

Based on the literature review, and input from the
sector and stakeholders, we have made the following
findings:

¢ Due diligence: the sector is faced with the
major challenge of gaining better insights into
the origin of products and the risks they carry.
These insights form the basis of a targeted
approach to combat risks. ‘Track-and-trace’
systems are already in place for certain product
categories (such as pharmaceutical products),
allowing consumers to garner information
about the origin of products. However, such
information is scant across the entire sector.

e Country risks: products from certain countries,
regardless of which category they fall under,
carry a higher risk. An example: "high-risk’
countries in terms of Labour, Human Rights
and Corruption (assessment based on various
indexes) accounted for 10 to 46% of Dutch imports
of products in the following categories?°®:

- Argentina (animal feed, vegetable oils and fats)

- Brazil (meat, animal feed, vegetable
oils and fats, tobacco and leather)

148 | CSR Sector Risk Assessment | SEPTEMBER 2014

WHOLESALE /|  oiatbevertraceron / 06

- China (leather, cork and wood, yarns, metalware,
electronics, office automation applications, prefab
construction materials, furniture, clothing, bags,
shoes and other products)

- Russia (e.g. coal, non-ferrous metals
and coins that are not in circulation)

Materiality: given the wide range of products that
are traded, the sector carries great responsibility
for making an inventory of potential risks. To
assess the importance of these risks and further
prioritise them, it would be useful to assess the
importance of these products for the sector, as
well as the sector’s contribution to these risks.

The sector is willing to gain a better insight

into the risks, but at the moment there are

factors slowing down this transition:

The number of available market
incentives is still limited;

Affordability and financing of this transition.

The sector does, however, see the potential

of a gradual approach with a focus on product
categories in which the wholesale sector has

a strong share and where CSR issues are
considerable. The key question is “What are

the main issues and which partners in the chain
would be willing to cooperate?”. A first step

has already been taken through this analysis in
collaboration with the ‘Sustainable Trade Initiative’
(IDH), but it must be developed further.
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Box 1: Examples of CSR risks and approach to the principle of ‘responsibility to respect’

TYPE OF RISK

Y

The main source of CO, emissions is
not transport, but suboptimal stock
Environment
Greenhouse gas emissions
(CO, eq) due to energy
usage (e.g. logistics and
stock management)

This risk can be largely managed
by the sector itself.

LIST OF REFERENCES
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IMPACT AND INVOLVEMENT

In 2012, the CO, emissions of the wholesale
sector amounted to approx. Mt.

management resulting in product wastage.

RESPONSIBILITY TO RESPECT

The CO, emissions of the wholesale sector
have been reduced by per year since
2009. The NVG booklet on stock management
helps staff in the wholesale sector improve
their stock management activities. Some
wholesalers in the Netherlands have joined
forces for purchasing and logistics.
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TYPE OF RISK IMPACT AND INVOLVEMENT
Afew key figures:
SOY
- Everyyear, million tonnes of soy are

produced across the globe on a surface of
more than one million square kilometres
(106 million hectares)?'®;

Agro commodities traders

Human rights risks in - Jto of this soy is certified?';

the production of agro - Inthe past decade the agricultural land
commodities (e.g. land used for soy cultivation has increased by
grabbing/non-respect of land one third??;

- The extension of agricultural land leads to
conflicts, e.g. in Argentina there were
conflicts on land ownership between 2007

rights due to the extension
of agricultural land)

and 2010, involving people?.
PALM OIL
- In2017, tonnes of palm il

were produced?'™.
- of this palm oil was RSPO
certified?>2'6,

- Inthe past 40 years, the cultivation of palm

oil grew eightfold to more than [ £ million
hectares?".
- In 2008, in Indonesia there were

active conflicts between local communities

and palm oil plantations, and probably the
actual number was even higher?®.

DUTCH MARKET

- Every year, more than tonnes
of soy equivalent are imported?'9220,

- The Netherlands is the second
soy importer worldwide??"?22,

- The Netherlands imported
tonnes of palm oil (measured in
2011)%3224 ‘making the Netherlands the
main palm oil importer in Europe?252,
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Various initiatives have been launched to
reduce the CSR risks of agro commodities,
such as covenants or declarations of intent,
e.g. for cocoa, palm oil, soy, farmed fish, fruit
and vegetables, wood and cut flowers.

The covenants and declarations of intent
include milestones to reach a 100%
sustainability rate?”’. Several parties are
responsible for monitoring whether these
targets are effectively reached, such as
CBS (Statistics Netherlands)??%. Individual
wholesalers have also launched initiatives
to reduce the CSR risks of agro commodities
in the chain??®23% The sector, however,

does not have a common action plan.
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Appreciation by civil society parties

Based on the sector’s impact and involvement,
the civil society organisations are mainly
concerned about the following:

® environmental issues (e.g. greenhouse gas
emissions, water scarcity and water pollution) linked
to the production of non-food consumer goods
(incl. consumer electronics, textiles and clothing);

¢ \Wholesale of jewellery: environmental
pollution due to the use of chemicals in the
extraction of precious metals (incl. gold);

¢ \Wholesale of agro commaodities: environmental
issues (such as land use in vulnerable
areas) linked to the production of agro
commodities (incl. palm oil and soy);

¢ \WWholesale of agro commodities: labour risks
(such as child labour and breach of women’s
rights) in the production of agro commodities
(incl. palm oil, soy, cocoa and flowers);

* \Wholesale of non-food consumer goods: labour
risks (such as exposure to dangerous chemicals,
excessively long working hours, child labour
and breach of women'’s rights) linked to the
production of non-food consumer goods (incl.
consumer electronics, textiles and clothing).

Across the board, stakeholders agree that
wholesalers do not pay enough attention to CSR
risks, and that there is a lack of transparency in
the sector. The stakeholders also expressed this
concern about wholesalers while discussing

the CSRrisks in various other sectors.

LIST OF REFERENCES

© 2014 KPMG Advisory N.V.

Moreover, one particular NGO highlighted a very
specific risk linked to imports from Israel. Large
Dutch distributors and importers purchasing
products and raw materials from Israel can
demand that these do not come from the

Israeli settlements. However, in practice these
products and raw materials are mixed?3".

The overview given above is based on the written
input we received from 16 organisations. In

many cases, this input included highly detailed
argumentation with references to sources

used, particularly regarding the risks for women
and children in the extraction of gold?3?, agro
commodities (such as cocoa???), cotton and
clothing?*, leather (shoes)?®® and electronics?3®.
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BOX 2. BEST PRACTICES

Risk:

Environmental issues (e.g. land use in vulnerable
areas) linked to the production of agro commodities
(soy).

Initiative:
Transition of the chain to responsibly cultivated soy.

Parties involved:

Nevedi (the Dutch Feed Industry Association), the
‘Sustainable Trade Initiative’ (IDH), MVO (the chain
organisation for oils and fats), NZO (the Dutch dairy
association), supermarkets and NGOs??’.

Activities:

Set-up of a fund for the chain of responsibly cultivated

soy and increase of the availability of responsibly
cultivated soy (Roundtable on Responsible Soy or
RTRS), the target being 1,800,000 Mt of mainstream
responsible soy by 2015.

Results:

In 2013, 300,000 Mt Mass Balance was available
and 128,000 Mt is due to be certified. The
challenges lie mainly in the additional expenses per
tonne, which must be borne by the customers of
animal feed companies, and the commitment for
major traders.
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Overview of all material risks

Risks generally refer to the chance that an event
will take place ‘multiplied’ by the ‘consequence’ of
that event. In many cases, this allows for risks to
be quantified. The SRA uses the term ‘impact’ to
refer to the estimated chance (that a situation will
take place, an estimate of the number of people
involved, the scope of the environmental damage
in the area in question, the emissions measured in
tonnes etc.) and the consequences (the severity
of the event for the environment, people and
animals) of each risk. Risks that affect people

and animals’ physical integrity and that cause
irreversible damage are classified as severe.

Figure 5.6 illustrates the impact (scope and
severity of the risk) and the sector’s involvement
(indicated through its position in the chain and
the share of companies involved) per risk, with a
figure between 0 and 3. These findings are based
on the literature review carried out by KPMG,
supplemented with the input from the sector and
civil society organisations. The sources used in
the assessment of the impact and involvement
are listed in the separate SRA source book.

Corruption and taxation risks were not included in
the table, because they cannot really be assessed
at sectoral level. For more information on Corruption
and Taxation risks we refer to chapters 4.4 and 4.5.
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Figure 5.6 /Findings for the wholesale sector

Greenhouse gas emissions

Environmental pollution linked to the use of chemicals
(extraction of raw materials)

Environmental issues (production of agro commodities)

Environmental issues (production of graphics products)

Environmental issues linked to the extraction of
raw materials (construction)

Environmental issues (non-food consumer goods)

Environmental issues (pharmaceutical products)

Unhealthy and unsafe working conditions
(extraction of precious metals)

Unhealthy and unsafe working conditions
(extraction of natural stone)

Labour risks (agro commodities)

Labour risks (graphics products)

Labour risks (production of construction materials/extractior
of raw materials)

Labour risks (non-food consumer goods)

Deprivation of the right to a clean, safe and healthy
environment (extraction of natural stone)

Deprivation of the right to a clean, safe and healthy
environment (extraction of precious metals)

Financing of conflicts (extraction of precious metals)

Human rights risks (agro commodities)

Depletion of natural resources (construction materials)

Land grabbing/non-respect of land rights
(non-food consumer goods)

Impact of chemical products (pharmaceutical products)
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Main risks

For the approach to the ‘responsibility to
respect’, we made four (sub)observations

for the following dimensions: insight into the
risks, results (actions launched), transparency
and collaboration. It is striking that:

¢ All CSR risks selected by KPMG
were acknowledged by both the
stakeholders and the sector.

For a number of specific raw materials, the
sector has joined (international) initiatives.
Below you will find a few examples?38:239;

¢ The Gold and Silver Federation (FGZ) has
become a member of the Responsible
Jewellery Council (RJC) and intends to use
this membership to obtain the necessary
information and figures on gold and diamonds;

¢ As far as we know, the private sector has launched
seven initiatives for which covenants or declarations
of intent were signed: for cocoa, palm oil, soy,
farmed fish, fruit and vegetables, wood and cut
flowers. The covenants and declarations of intent
include milestones to reach a 100% sustainability
rate. A number of parties are responsible for
monitoring whether these targets are effectively
reached, such as CBS (Statistics Netherlands).
However, not the entire sector is represented
in these initiatives. There are also initiatives like
the ‘MVO concrete network’ and the ‘natural
stone programme’ by the ‘Sustainable Trade
Initiative’ (IDH), in which the Dutch natural stone
sector (ABN) has assumed a leading role;
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¢ |PK (the Paper and Cardboard Information
Centre) has joined forces with the sector
with a view to making the paper and
cardboard chain more sustainable.

It is also worth noting that several individual
companies are actually using supplier codes.
However, there is a lack of transparency

on the characteristics of the standards

used and monitoring is limited.

In addition the risks listed in the subchapter
'‘Appreciation by civil society parties’, the risks linked
to the product categories ‘metal’ and ‘electronics’
seem to receive little attention from the sector.

Specific considerations for dialogue

In addition to further extending the ongoing initiatives,

an integral vision should be developed on the
sector’s role in managing CSR risks, accompanied
by a gradual implementation plan. In this strategy,
the following points deserve a closer look:

A. Identification of priorities

A better insight is required for the sector

to play a more active role in managing CSR
risks linked to the raw materials and products
traded. This can be achieved as follows:

- An analysis of the material risks within the
sector by the various sectoral organisations,
and where possible they should be
brought in line with one another,;

- Further mapping of the large import flows
from high-risk countries to contribute to
joint, country-specific CSR agendas in
collaboration with other sectors;

- Further analysis of the main product
categories (including the category ‘other
specialised wholesale’, which accounted
for 29% of the total turnover in 2011).

B. Risk reduction and communication

on the matter

At the moment there is a lack of transparency
on the way wholesalers manage CSR risks. The
following aspects could be further improved:

- Formulating clear principles for the approach —
taking into consideration the specific characteristics
of the international market for the sector in question
—requirements can be established in terms of
environmental issues, labour and human rights
for raw materials and products that currently
do not fall under regular company policies;

- Increase transparency on the volumes, countries of
origin and CSR risks of the main products traded;

- Seek participation in and/or support
initiatives launched by suppliers, clients,
other sectors and partners in the chain.

An example of the last point: to better manage
the risks linked to the extraction of raw materials
for the metal and electronics sector, active
participation can be sought with the metal,
electronics, retail and financial sectors
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Import of wood and fresh fibres

The Dutch wood and paper sector can be subdivided
into timber dealers, many of which are represented
by VVNH (the Royal Netherlands Timber Trade
Association), and paper and cardboard producers,
who are all members of VNP (the Royal Association
of Dutch Cardboard and Paper Producers).

In 2012, Dutch companies imported about 4.5
million m?3 of wood, 57% of which was softwood,
11% hardwood and 32% wood panels. That same
year and the following year, the VVNH members —
who employ about 3,500 people?*!242243 - imported
approx. 2.1 and 1.9 million m? of wood respectively.

Paper and wood producers employ almost 4,000
people and have a turnover of 1.8 billion euro?#.
They use 18% of fresh wood fibres (cellulose)

in their operations, and 82% of these fibres are
extracted from used paper?#®. In 2013, the total
use of fresh fibres for the production of paper and
cardboard amounted to approx. 386 kt?46. We will
focus on the certification of these fibres below.
The risks linked to paper and cardboard production
due to the relatively high energy and water usage
have been strongly reduced in the past few years.
Cost reductions played an important role in this
process. In the past decade, this has resulted in
energy savings of 23%?2% (see boxes 1 and 2).
Otherrisks, such as drought due to temporary
water scarcity, emissions into water and pressure
on surface water in paper production have
almost entirely been managed?*€. Therefore,
we did not focus on these risks in this SRA.

bd LIST OF REFERENCES
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Certification of wood and fresh fibres

The main CSR risks in the sector are linked to
the import of wood and fresh wood fibres (for
paper production) from abroad. Examples of
such risks are a possible loss of biodiversity
and destruction of primary forests, bad
working conditions and land grabbing.

An easy way for the sector to manage these risks

is to purchase wood and fresh wood fibres that

have been certified as sustainable by the Forest
Stewardship Council (FSC) and the Programme for
the Endorsement of Forest Certification (PEFC). In the
past few years, VVNH and VNP members have made
great efforts to achieve their targets for the purchase
of certified sustainable wood. This has resulted in
99.8% of all the fresh wood fibres purchased by VNP
members for paper production being sustainable (see
box 1). VVNH joined forces with NBVT (the Dutch
carpenters’ federation) to develop the ‘Bewust met
hout' action plan ("Wood awareness’). This resulted

in the ‘Green Deal initiative for the promotion of
sustainable forestry’, in which 27 parties — including
governments, sectoral associations and civil

society organisations — jointly encourage the use of
sustainable wood?#925°_ All participating parties have
formulated their own targets to achieve this target. In
2013, the VVNH targets resulted in the purchase of
96% sustainable softwood, 83% sustainable wood
panels and 55% sustainable hardwood (see box 1).

The targets for the purchase of sustainable wood of
other companies, for example those specialising in
packaging, furnishings and interior architecture, are
less concrete, and there is also less monitoring in
these companies. As a result, we cannot say with
certainty how much sustainable wood is imported.
Based on data from 2011, an estimated 73% of

the total wood imports used in the Netherlands in
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2013 — with the exception of paper — (4.5 million
m?3) were certified as sustainable, and the same
goes for 45% of the tropical hardwood?®':252,

Given the relatively low percentage of certified
hardwood compared to other wood flows, and the
high likeliness that hardwood is imported from high-
risk countries, the import of tropical hardwood poses
the most severe CSR risks in the sector. Therefore,
this SRA focuses strongly on the CSR risks for tropical
hardwood and the related considerations for dialogue.
These risks do not affect paper and cardboard
producers, as they do not require any hardwood.

The Dutch wood sector is a pioneer in the purchase
of certified hardwood. Although on an international
level there are major differences, the average

share of certified tropical wood worldwide is 10

to 156%2%3. The Dutch wood sector would benefit
from increasing this worldwide share, as it would
guarantee the future supply of hardwood and create
a level playing field in which Dutch wood dealers

can compete fairly with foreign traders that are often
still supplying uncertified wood. A problem in this
respect is the limited consumer demand for certified
wood due to the higher costs this certification carries.
In the ‘Green Deal initiative for the promotion of
sustainable forestry’ mentioned above, 27 parties
have joined forces to increase the share of and the
demand for sustainable wood, among other things.

Increasing the worldwide demand for and the supply
of certified hardwood is the main challenge, but

the Dutch wood sector has very little say in this.
Nevertheless, the Netherlands is doing its utmost to
increase this worldwide demand: the government
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has joined forces with the business sector, and has
launched the ‘Sustainable Trade Initiative’ (IDH),
which includes a special programme to promote
sustainable forestry all over the world. In addition,
businesses and governments collaborate as part of
the European Sustainable Tropical Timber Coalition
(STTC) to promote the use of sustainable tropical
w00d?54:285.256.257 The Dutch government also gives
a helping hand through the European Forest Institute
(EFI), which is responsible for the implementation

of the EU Forest Law Enforcement, Governance
and Trade Facility action plan (FLEGT), as part of
which partnerships are closed between the EU and
third countries exporting wood. Legally harvested
timber is labelled with the FLEGT certificate in the
country of origin. Requirements for companies

that sell wood on the market go hand in hand with
activities to strengthen the local government and
promote compliance with local laws and regulations.

In addition to the efforts to increase the share of
certified wood, the European Timber Regulation
came into force in 2013. This regulation prevents
European companies from importing illegal
wo0d?°82%9 \/\VNH was involved in drafting this
legislation and is very actively involved in its
implementation. To facilitate this it has set up

the Timber Checker Foundation, which supports
members with practical information and tools for
due diligence to comply with this new legislation?¢°.

Internationally, increasing the share of sustainable
wood is a priority, but the sector could focus on
the reliability of the certification system next. In
order to manage all CSR risks, the sector depends
on the quality of the criteria and audits by FSC

and PEFC, private companies that work on the
continuous improvement of the certification system
in a multi-stakeholder setting. Nevertheless,
the question arises whether the checks within
the certification programmes are sufficiently
strict to prevent malpractices, particularly in
countries with high corruption rates and only
limited monitoring of compliance with national
regulations. Several reports of fraud in the
certification of wood?6'262.263 gjve us reason to
believe that certification does not cover all risks.

Apart from the wood imported by VVNH and VNP
members, it is unclear how much wood is imported
in the form of paper, which wood flows enter the
Netherlands via which (sub)sectors, and which

part of these imports are certified. Moreover, it

is unclear which parties import and export wood
that is not used/consumed in the Netherlands, but
does change hands in the Netherlands, and which
percentage of this wood is sustainable. The wood
flow not used in the country is even larger than

the import of wood that is used in the Netherlands
itself?64265 |t is important to improve these figures
and gain a better insight into the unidentified wood
flows to develop an efficient policy for the purchase
of sustainable wood. To achieve this, previous
research by CBS (Statistics Netherlands) into the
monitoring of wood flows could be used?¢.

/ CONSIDERATIONS FOR / 06
DIALOGUE PER SECTOR
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Box 1: Examples of CSR risks and approach to the principle of ‘responsibility to respect’

TYPE OF RISK IMPACT RESPONSIBILITY TO RESPECT TYPE OF RISK IMPACT RESPONSIBILITY TO RESPECT
Afew key figures: The paper and cardboard sector is working on Afew key figures: The sector adopts its responsibility to respect’
@ - Total paper and cardboard the reduction of energy usage and CO, - Every year, the earth loses approx. through the purchase of certified (FSC/PEFC) wood.
“4 productionin 2012: 2,762 kt ; emissions. 13 million hectares of its primary
- Paper and cardboard composition: forests?’?; Targets for certified sustainable wood imported by
82% of old paperand 18% Resultaten: VVNH by 201527276:
Environmental risk of fresh wood fibres?’. - A23% increase in energy Human rights - The World Bank estimates that more - hardwood: 50%
Greenhouse gas emissions efficiency in the past 10 years?®; Land grabbing/non-respectof ~ than 1 billion people are, in one - wood panels: 85%
(CO, eq) linked to paper and The total Dutch CO, emissions of the - A40% reduction in CO, emissions per land rights (due to logging) way or another, dependent on these - softwood: 100%
cardboard production sectorin 2012: 1.1 million tonnes?® production unit compared to 199077°. forests?’?;
(0.55% of the total Dutch emissions). Results (2013)%7:
Current target: - The UN estimates that 20 % to - hardwood: 55%
Halve the energy usage per end product in 4095 of the worldwide industrial - wood panels; 83%
the chain by 2020 compared to 200427, wood production is illegal?’. - softwood: 96%

The targets listed above only apply to the

VVNH members (1.9 million m3).

Based on data extrapolation from 2011 it is
estimated that 73 % of all imports of wood used in
the Netherlands, with the exception of paper, (4.5
million m3) are certified as sustainable?/8276260

VNP target:
- Fresh fibres (cellulose): 100% sustainable;
- Shift to the use of alternative raw materials.

Results:

- fresh fibres (cellulose): 99.8% sustainable and
0.2% not certified, but legally harvested®",

- research into alternative fibres?®.
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Appreciation by civil society parties

The sector adopts different methods to limiting
international CSR risks, e.g. through the purchase

of sustainable wood, and the approach to the
‘responsibility to respect’ is assessed differently by
the sector and by stakeholders as part of this SRA.
Stakeholders give the approach to the ‘responsibility
to respect’ a lower score than the sector itself. In
this respect, it is worth noting that the stakeholders
who provided input for this SRA were mostly not
involved in permanent dialogues with the sector.

These different assessments seem to be the
result of the sector and the stakeholders’ differing
perspectives on the approach to the ‘responsibility
to respect’. The sector believes that the purchase
of certified wood suffices in this respect, whereas
the stakeholders seem to focus more on concrete
risks in the chain, particularly in the logging of
tropical hardwood abroad. The stakeholders
cannot properly assess the actual impact and
involvement of the Dutch sector. Moreover, the
stakeholders express concern on the quality of
the certification system and the risk of fraudulent
certificates. It must be noted, however, that
these views are based on a very limited number
of findings, often without a clear explanation?83,
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BOX2: BEST PRACTICES

Risk:
Extensive energy usage and high greenhouse gas
emissions.

Parties involved:

VNP, KCPK (Paper and Cardboard Knowledge
Centre), the Ministry of Infrastructure and the
Environment, and RVO (the Netherlands Enterprise
Agency).

Activities:

In 2004, VNP launched the 'Energy Transition
Paper Chain’ initiative in collaboration with
KCPK, the Ministry of Infrastructure and the
Environment, ‘Agentschap NL, now known
as RVO (the Netherlands Enterprise Agency),
and the ‘Chain Efficiency Platform’.

Results:

The parties’ joint efforts have resulted in concrete
targets to halve the energy usage per end product in
the chain by 2020. This is to be achieved through
the introduction of process and product
improvements, recycling of residual flows, a more
efficient use of (sustainable) energy sources and the
optimisation of logistics processes in the chain?®4.

© 2014 KPMG Advisory N.V.

Overview of all material risks

Risks generally refer to the chance that an event
will take place ‘multiplied’ by the ‘consequence’ of
that event. In many cases, this allows for risks to
be quantified. The SRA uses the term ‘impact’ to
refer to the estimated chance (that a situation will
take place, an estimate of the number of people
involved, the scope of the environmental damage
in the area in question, the emissions measured in
tonnes etc.) and the consequences (the severity
of the event for the environment, people and
animals) of each risk. Risks that affect people

and animals’ physical integrity and that cause
irreversible damage are classified as severe.

Figure 5.7 /Findings for the wood and paper sector

The figure below illustrates the impact (scope and
severity of the risk) and the sector’s involvement
(indicated through its position in the chain and

the share of companies involved) per risk, with a
figure between 0 and 3. These findings are based
on the literature review carried out by KPMG,
supplemented with the input from the sector and
civil society organisations. The sources used in
the assessment of the impact and involvement
are listed in the separate SRA source book.

Corruption and taxation risks were not included in
the table, because they cannot really be assessed
at sectoral level. For more information on Corruption
and Taxation risks we refer to chapters 4.4 and 4.5.

$7

Greenhouse gas emissions linked to paper and
cardboard production

Greenhouse gas emissions due to logging
Destruction of primary forests
Water scarcity linked to paper and cardboard production

Water pollution linked to paper production

Unhealthy working conditions in paper production

Unsafe working conditions in logging, wood processing
and paper production

Breach of labour conditions
(wages and working hours in logging)

Depletion of natural resources

(water, for wood production)

Land grabbing/non-respect of land rights
(due to logging)
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Main risks

For the approach to ‘responsibility to respect’,
we also made four (sub)observations for the
following dimensions: insight into the risks,
results (actions launched), transparency

and collaboration. In the assessment of the
‘responsibility to respect’ of the wood and paper
sector we took into account the following:

¢ The findings are mainly based on the CSR risks that
apply to the Dutch wood and paper sector, both in
its own production and in the chain. As such, illegal
logging in Indonesia for the Asian market is not
included unless Dutch companies are involved;

¢ In the SRA methodology, sectoral efforts for
the purchase of sustainable wood resulted in a
high score for the dimensions ‘insights’, ‘results’
(actions have been launched) and ‘collaboration’.
The reasoning behind this is that, in the foreseeable
future, the risks should be managed efficiently if
the sector honours the clear commitments made.

The sector shows that CSR targets are being
achieved. The sector is virtually fully ‘in control’
when it comes to traditional, local environmental
risks, is doing its utmost to reduce energy
usage, and has set and largely met its own
targets for the purchase of sustainable wood.
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The largest profits can be achieved by obtaining
better results for total wood imports, by setting
more ambitious targets for sustainable tropical
hardwood and by encouraging non-VVNH members
to also work towards meeting these targets.

Specific considerations for dialogue

In addition to achieving the current targets for the
purchase of sustainable wood, we identified the
following considerations for further dialogue:

¢ \Work on an overview of reliable figures on
(sustainable) wood flows in collaboration with
CBS (Statistics Netherlands) and Probos.
Possible points of focus could be:

- How much wood is imported in the form
of paper and how much of it is certified?

- Which wood flows arrive in the Netherlands
and via which sectors, in addition to the
imports by VVNH and VNP members, and
how much of this wood is certified?

- Which parties import and export wood that is
not used in the Netherlands, but does change
hands in the country? How much of it is certified?

- Currently, the amount of imported (sustainable)
wood by parties that do not provide information
(lack of response) is estimated by industry
experts. How can these estimates be improved?

e Set more ambitious targets for the import of

sustainable wood in collaboration with other parties,

specifically for the import of tropical hardwood.

¢ Increase the scope of the targets
for sustainable wood:

- Involve more subsectors and companies
that are not VVNH members in actively
making the wood chain more sustainable;

- Extend the targets to other wood
flows (e.g. total imports).

¢ Analyse how the certification system can be
strengthened and which role the Dutch wood
and paper sector can play in this respect;

* Analyse how the Dutch sector can contribute
to increasing the share of certified sustainable
wood all over the world. Which partnerships are
needed for this purpose, in addition to, or for the
strengthening of, the ongoing initiatives by the
‘Sustainable Trade Initiative’ (IDH), EFl and STTC.

/ CONSIDERATIONS FOR / 06
DIALOGUE PER SECTOR
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CONCLUSIONS AND / 07
RECOMMENDATIONS

Considerations for dialogue
In all priority sectors

Based on all analyses for the selection of priority
sectors and the more detailed analyses for the
priority sectors (agriculture and horticulture,
chemicals, construction, electronics, energy,
finance, food and beverage industry, metal, oil and
gas, retail, textiles and clothing, wholesale, and
wood and paper), we made the following findings:

¢ Material risks occur in all sectors;

® There are major differences
between and within sectors;

® There is a lack of available information
for a number of risks;

¢ Cross-sectoral risks play a central role in
appreciation by civil society parties.

We formulated considerations for dialogue
for all priority sectors because minimum one
of the following circumstances applies:

® The sectors state that, despite all the ongoing
initiatives, further action is required;

® There is a severe risk and the sector’s
approach to the ‘responsibility to respect’
is assessed as 'Insufficient’ or ‘Defensive’
in terms of insights, results, transparency
and collaboration in the entire sector.

® There is a lack of available information,

which prevents us from getting a
good insight into a specific risk;
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¢ Risks garner a lot of (media) attention and/
or appreciation by civil society parties
for the sector’s initiatives is limited.

The relevance of the SRA differs
from one company to the next

The extent to which the considerations for dialogue
per sector are relevant for individual companies varies
from one case to the next, because in all sectors
there are leading companies that have gone a long
way in preventing and reducing the risks described

in this SRA. For each risk there are individual
companies and entire sectors that could clearly still
make improvements or in any case, communicate
more transparently on the risks in question.

Further analysis and elaboration of
the considerations for dialogue

A sectoral approach is not enough to tackle cross-
sectoral or country-specific risks. Based on the
findings in this SRA we identified four relevant levels
for further analysis and for the development of
specific considerations for dialogue in the sectors:

e Companies: in order to tackle all CSR risks at
corporate level, companies need to know where
their products originate from and who produces
them. Not all companies are aware of this. They
should take a closer look at the due diligence
processes used when joining forces with suppliers
and purchasing specific raw materials and products.
For small companies it is difficult to develop the
necessary degree of expertise and to prevent
high costs linked to the severity of the risks;

e Sectors: most CSR risks cannot be tackled at
corporate level alone, but require a sectoral
approach to create the necessary leverage to
manage the risks. An example are the issues in
the textiles and clothing sector. Companies in
this sector have joined forces to tackle a number
of problems related to working conditions and
safety. Many other sectors also have ongoing
sectoral initiatives whose scope can be extended;

¢ Cross-sectoral risks: these risks cannot be solved
within the individual sectors. Governments in the
countries of origin and in the importing countries
play a key role. An international approach increases
the chance of success, especially where the
influence of the Dutch sectors is limited (due to
its limited market share). Approaches geared
to specific countries can fall under this item;

e Chains: some of the CSR risks are not linked
to specific sectors or companies, but to the
raw materials used in many sectors. The Dutch
government and business sector have clearly
mapped out several of these product chains.
Through the ‘Sustainable Trade Initiative’ (IDH) and
other projects they contribute to making the product
chains for cocoa, soy, palm oil, wood, electronics
and textiles more sustainable.

Blind spots

There are still a few ‘blind spots’ in the systematic
analyses and approaches of various chains, such as
biofuels, some agricultural raw materials for animal
feed and foods, and particularly various metals. It is
becoming more and more important for a number

of priority sectors (energy, oil and gas, wholesale

and the food and beverage industry) to have a good
insight into the risks related to the use of biofuels. The
same goes for the transport and logistics sectors,

which were not further analysed in this report.

The impact of biofuels on the environment and
society has not been fully explored. Various reports
contradict each other and there is no integrated,
sustainable approach for the production and use

of biofuels based on the analysis of the dilemmas,
e.g. by the Corbey Committee. The same applies

to metals, namely iron ores, rare metals used for
electronics, precious metals and tin. Although we
are fairly dependent on these metals it is not entirely
clear where they originate from, which quantities
the various players use, what their impact is on
society in the countries of origin and which approach
should be taken to tackle all these problems.
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ANNEXA / 08
DELINEATION OF THE 13 PRIORITY SECTORS

DELINEATION OF THE 13 PRIORITY SECTORS

Agriculture and horticulture

® The entire agricultural and horticultural
sector (based in the Netherlands)

¢ Focus on livestock farming/horticulture/
flower cultivation (incl. imports from abroad);
the focus is less on arable farming

Chemicals industry

e Chemicals and petrochemicals industry, incl.
the rubber and plastics industry, producers of
colourings and paints, chemicals, fertilisers,
perfumes/cosmetics, soap and fibres

¢ The pharmaceutical industry does
not fall under this sector

Construction

¢ | and, water and road construction

¢ Producers of building materials (glass,
asphalt, insulation materials etc.)

® Dredging companies

e Specialised construction works (demolition,
finishings, building installations etc.)

Energy
e Dutch energy companies (incl.
nuclear power producers)
® Production and distribution of electricity/

management and exploitation of transport grids

Finance
* The entire financial sector, including insurers
¢ Focus on pension funds/institutional investors
(the Netherlands is an important player
due to the pension capital invested)
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Food and beverage industry
¢ Slaughter houses/meat processing/fish processing
® Processing industry (oils, fruit/vegetables,
cocoa, coffee, tea, sugar, animal feed)
¢ Producers of food and beverage
(incl. dairy and animal feed)

Metal

¢ Producers of metal (half products) and
metal products (end products)

e Steel producers and producers of (end)
products for the construction sector,
tools, packaging and steam boilers

Electronics

e Electric devices/electrotechnical industry

¢ Production of electric devices, incl. computer
and communication equipment

e Consumer electronics (white goods, lamps)

¢ Industrial electronics (electric motors, cables,
optical instruments, communication equipment,
measurement and control technology)

Oil and gas

e Extraction of oil and gas/oil industry
(production of coke oven products, oil
processing)/production of biofuels

e Services for oil and gas extraction

Retail
¢ Retail in the broad sense; both food and non-food
® The automotive industry does

not fall under this sector

Textiles and clothing

¢ Production of textiles and clothing

¢ Risks linked to the production of leather
and shoes are included as a chain risks (this
sector is limited in size in the Netherlands)

Wholesale

* \Wholesale in a broad sense, incl. commission
trade (food and beverage, agricultural
products, pharmaceutical products,
building materials, furniture, fuel etc.)

® The automotive industry does
not fall under this sector

Wood and paper
* \Wood production and processing
e Paper and cardboard production.
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EXPLANATION ON THE SECTORS
EXCLUDED FROM THIS STUDY

The following sectors were excluded
in stage 2 (from 51 to 20 sectors, but
through clustering of SBI codes the
number of sectors excluded is lower).

Forestry

Forestry in the Netherlands, to be precise.
Considering this activity is mainly concentrated
in the Netherlands, Labour, Corruption and
Human Rights risks in the chain are limited.
Given its relatively small size, forestry has limited
economic importance in the Netherlands. Issues
linked to forestry and logging in crucial areas for
safeguarding of biodiversity are, however, still
tackled through the furniture, construction, retail,
agricultural and horticultural industries (e.g. through
the link between logging and soy/palm oil).

Waste processing
The score for the chain risks is relatively
low as is its economic importance.

Leather and shoes

Despite there being CSR risks for this sector in
general, its economic importance in the Netherlands
is very limited. The risks linked to tanning were
taken into account in the analysis of the textiles and
clothing sector (since the activities of the leather
and shoes industry fall under this sector’s chain).

Mining and quarrying

This sector is faced with many CSR risks with
regard to Labour and Human Rights, particularly
for activities outside of Western Europe. However,
this sector is of relatively limited economic
importance in the Netherlands. The mining risks
for building materials, metals, minerals etc. are
still highlighted via the sectors that make intensive
use of and/or trade these raw materials.
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Machinery

Machinery in the Netherlands scores relatively low
when it comes to chain risks. Moreover, this industry
is made up of a very wide range of smaller industries,
making it difficult to analyse it as a clear-cut entity.

Other industries

This Dutch sector scores relatively low when it
comes to chain risks. Moreover, this industry is
made up of a very wide range of smaller industries,
making it difficult to analyse it as a clear-cut entity.

Shipbuilding

Although this sector is typical of the Netherlands, it
is relatively small in size compared to other sectors.
The sector is confronted with specific CSR risks
linked to ship towing, as the Netherlands is one of
the top-10 EU countries whose shipping companies
tow ships on Asian beaches. Asian countries do
not have many regulations on ship towing and the
processing of hazardous waste. Consequently,
there is a risk of serious environmental damage and
bad working conditions, sometimes with deadly
consequences?*03404405 This js a very difficult

issue to tackle, because shipping companies

often sell the ships to be towed to ‘cash buyers'
even before the towing process has begun4°8.

Water/utilities
This sector obtains a low score in terms of chain
risks and its economic importance is very limited.

Tobacco

Despite the obvious risks with regard to working
conditions, the sector has a relatively low score for
chain risks. Tobacco is a relatively important Dutch
export product, but its economic importance in
terms of turnover and employment is limited.

The following sectors were excluded
in stage 3 (from 20 to 13 sectors):

Automotive retail
This sector scores relatively low in terms of risks
and it would not be a logical priority sector.

Temporary work agencies

This sector scores relatively low in terms of risks.
This sector was recently called into question

for sham arrangements for the dispatching

of underpaid workers, but receives sufficient
attention within the sector and from the

Ministry of Social Affairs and Employment.

Fisheries

This sector is confronted with risks linked to
overfishing and, to a lesser extent, labour/working
hours in the Netherlands. Major issues occur in
the food and beverage and retail sectors: peeling
of shrimps in Morocco, issues with wild tuna etc.
(mainly trawlers from China, Japan and Chile) and
issues related to farmed fish (e.g. land grabbing).
Upon closer analysis, the economic importance
of the sector is relatively limited. The risks are
highlighted in the food and beverage sector.

Transport

Limited score in various risk categories. The
environmental issues are tackled within the sector
itself, which is sufficiently motivated to commit

to lowering fuel usage. Labour risks linked with
sham set-ups are currently being tackled.

Furniture
Scores relatively low for risks in general. Existing raw
materials risks are included in the wood/paper sector.

Government

Government obtained an average score in all risk
categories, because it is active across the entire
economic spectrum. It does, however, exercise
sufficient due diligence thanks to its programmes
for sustainable purchasing and its energy-
reducing measures in government buildings.
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Material risks per sector

Environment

TEXTILES &
CLOTHING

Greenhouse gas emissions
(CO,-eq)incotton &
textiles production

CONSTRUCTION

Greenhouse gas emissions
(CO, -eq) linked to own
activities(incl. transport)

CHEMICALS
INDUSTRY

Greenhouse gas emissions
(CO, eq)linked to the
production of chemicals
and energy usage

AGRICULTURE &
HORTICULTURE

Greenhouse gas emissions
(CO, eq) linked to energy
usage (horticulture)

Greenhouse gas emissions
(CO, eq)linked to

energy usage during
production and transport

Greenhouse gas emissions
(CO, eq)linked to the
production of crude raw
materials by suppliers

WO0O0D & PAPER

Greenhouse gas emissions
(CO, eq)linked to paper
and cardboard production

OIL& GAS

Greenhouse gas
emissions (C0O, eq)
linked to oil refining

Greenhouse gas emissions
(CO, eq) linked to energy
usage in metal production

Greenhouse gas emissions
(CO, eq)linked to energy
production (and grid losses)

FINANCIAL

SECTOR:BANKS

Greenhouse gas
emissions (linked to
underinvestments in the
low-carbon economy and
investments in companies
with high emissions)

FINANCIAL
SECTOR: PENSION
FUNDS

Greenhouse gas emissions
(linked to underinvest-
ments in the low-carbon
economy and invest-
ments in companies

with high emissions)

RETAIL

General: environmental
pollution due to waste
and packaging (plastic
bags, PET bottles etc.)

Y,

WHOLESALE

General: greenhouse gas
emissions (CO, eq) due to
energy usage (e.g. logistics
and stock management)

Water and soil pollution in
the production of cotton
(e.g. pesticides) and
textiles (e.g. chemicals for
painting and bleaching)

Greenhouse gas emissions
(€O, -eq) linked to
cement production

Air pollution linked to
production processes
(N, P,nmVOC, SOx, etc.)

Greenhouse gas emis-
sions (CO, eq) linked to
transport (e.g. flowers
from/to the Netherlands)

Greenhouse gas emissions
(CO, eq) of products in use

Water scarcity due to water
usage in the production of
agricultural raw materials

Greenhouse gas emissions
(CO, eq) linked to logging

Greenhouse gas emissions
(CO, eq)linked to the
production (extrac-
tion) of oil and gas

Greenhouse gas emissions
(CO, eq)linked to energy
usage in the extraction of
metals (e.g. iron ores)

Air pollution linked
to energy production
(Nox, Sox, VOC, PM)

Provision of financial
products/services to
companies thatdo not
comply with international
environmental standards
(e.g. foragro commodities)

Investments in companies
thatdo not comply with
international environ-
mental standards (e.g.
foragro commodities)

General: greenhouse gas
emissions (CO, eq) due
to energy usage in shops
(cooling, heating, lighting)

Jewellery wholesalers:
environmental pollution
due to the use of chemicals
in the extraction of
precious metals (e.g. gold)

Water scarcity due to water
usage in the production
of cotton and textiles

Greenhouse gas emissions
(CO, eq) of completed
works (e.g. buildings in use)

Soil pollution linked to
production processes (e.g.
metals, solvents etc.)

Greenhouse gas emissions
(CO,, methane, etc.) linked
to livestock farming (incl.
the animal feed chain)

Environmental
pollution linked to
incorrect processing
of electronic waste
(e-waste)

Water scarcity due to water
usage in the production of
food and beverage (in the
Netherlands and abroad)

Destruction of primary
forests(e.g. loss of
biodiversity and natural
habitats, erosion)

Air pollution linked to oil
refining, e.g. due to gas
flaring (Nox, Sox, VOC, PM)

Water pollution due to
the use of chemicals

(e.g. cyanide, heavy
metals) and acid drainage
in metal extraction

Land use invulnerable
areas (in the production
of coal and agro
commodities for biomass)

Provision of financial
products/services to
companies that contribute
to water scarcity

Investments in companies
that contribute to water
scarcity

Toys: environmental
issues in the production
process, e.g.in

China (use of fossil fuels,
water and soil pollution)

Agro commodity
traders: environmental
issues (e.g. Land use
invulnerable areas)
due to the production
of agro commodities
(e.g. palm oil and soy)

Soil degradation (e.g.
salinisation and depletion
of minerals) due to

cotton production

Loss of biodiversity due to
dredging works (incl.
disposal of sludge)

Water pollution due to
production processes
(e.g. heavy metals,
nitrogen and CODs)

Water scarcity due to
water usage in the
production of food and
beverage (e.g. soy for
animal feed) and/or flowers
(abroad)

Use of and (for
consumers) exposure to
hazardous substances

Water pollution due to
the use of pesticides
and crop protection
products by suppliers
(in the production of
raw materials)

Water scarcity due to
water usage in paper and
cardboard production (e.g.
cooking of wood fibres, old
paper)

Air pollution linked to oil
production, e.g. due to gas
flaring (Nox, Sox, VOC, PM)

Water scarcity due to water
usage in the extraction
and processing of metals

Radioactive waste
(production of
nuclear power)

Provision of financial
products/services to
companies that contribute
toalossof eco-system
services and biodiversity

Investments in companies
that contribute to a loss
of eco-system services
and biodiversity

Cosmetics: water pollution
linked to cosmetics

use by consumers (the
Netherlands and abroad)

Graphic equipment
wholesalers:
environmental issues (e.g.
pollution and water usage)
linked to the production

of graphic equipment

(e.g. paperand ink)

Land use invulnerable
areas with high biodiversity
(e.g. deforestation due

to cotton cultivation and
livestock farming for
leather production)

Water scarcity due to
water usage in production
processes

Water and soil pollution
due to acidification
and eutrophication
(livestock farming)

Water scarcity and
pollution due to
water usage during
production processes

Loss of biodiversity due to
land use in vulnerable areas
(e.g. due to deforestation
for palm oil, soy, maize

and sugar, among others)

Water pollution linked
to paper production
(e.g. heated water,
hazardous substances)

Water scarcity due to
water usage in production
processes (e.g. fracking)

Land use invulnerable
areas and ecological
decline (e.g. river
sedimentation) due to
the extraction of metals

Provision of financial
products/services to
companies that contribute
to the depletion of raw
materials

Investments in companies
that contribute to the
depletion of raw materials

Cosmetics: air pollution
during the production
process due to the use of
propellants, solvents and
oils as raw materials

Building material
wholesalers:
environmental issues
due to the extraction

of raw materials (e.g.
minerals and wood) and
the production of building
materials (e.g. steel)

Malpractices with regard
to animal welfare (down,
leather, furand wool)

Land use in vulnerable
areas (e.g. in the extraction
of raw materials, such as
oil and agro commodities)

Water and soil pollution
due to the use of crop
protection products
(horticulture)

Soil pollution due to
agricultural production
(e.g. due to the use of
pesticides, the disruption
of the nutrient cycle and
eutrophication)in the
supply chain.

Land use in vulnerable
areas(e.g.inthe
production/extraction
of oiland gas)

Provision of financial
products/services to
companies thatare
involved in malpractices
with regard to

animal welfare

Investments in companies
thatare involved in
malpractices with regard
toanimal welfare

Cosmetics: deforestation
due to palm oil production
(e.g.inIndonesia and
Malaysia)

Non-food consumer
goods wholesalers:
environmental issues
(e.g. greenhouse gas
emissions, water scarcity
and pollution) due to the
production of non-food
consumer goods (e.g.
consumer electronics,
textiles and clothing)

Incorrect processing of
chemical waste (in the
production of chemicals)

Malpractices with regard
to animal welfare (trans-
port, living environment,
slaughtering, breeding/
genetic testing)

Soil depletion due to
agricultural production
(e.g. palm ail, soy,
sugar, cocoa, coffee)

Malpractices with regard
to animal welfare (due
to large oil spills)

DIY retailers: deforestation
due to the sale of non-
certified wood products

Pharmaceutical
wholesalers:
environmental issues (e.g.
greenhouse gas emissions,
water and soil pollution due
to the use of chemicals;
malpractices with regard
to animal welfare)

linked to the production

of pharmaceutical
products, among others

Malpractices with regard
to animal welfare (e.g.
product tests on animals)

Land use in vulnerable
areas (e.g. deforestation
due to soy production
for animal feed)

Malpractices with
regard to animal welfare
(in the entire chain)

Resellers of stock lots:
sale of goods that pose
great environmental
risks (e.g. deforestation,
airand soil pollution) in
the production chain

Environmental risks linked
tothe transport of
hazardous goods
(chemicals, solvents, etc.)

Loss of biodiversity (and
increase of CO, emissions)
due to peat excavation

(in Baltic states).

Depletion of wild
fish stocks

Jewellers: environmental
pollution due to the

use of chemicals in the
extraction of precious
metals (e.g. gold)
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Labour

TEXTILES &

CLOTHING

Unhealthy working
conditions in cotton

and textiles production
(exposure to pesticides
in cotton cultivation and
chemicals/sand blasting
in textiles production)

CONSTRUCTION

Unhealthy and unsafe
working conditions during
construction works (in
the Netherlands)

Unhealthy working
conditions in the production
process (exposure to toxic
chemicals, dustetc.)

AGRICULTURE &

HORTICULTURE

Unhealthy (e.g. physical
effortand consequences
of the use of pesticides)
and unsafe working
conditions in agriculture/
livestock farming
(manure) and horticulture
(working conditions)

Unsafe working conditions
(personal safety, e.g.
deadly accidents, bruising
etc.)e.g. due to (the lack
of)interventions or a lack
of preventive measures

Unsafe and unhealthy
working conditions
among suppliers, inthe
production and processing
of raw materials (e.g.

due to pesticide use)

WO0O0D & PAPER

Unhealthy working
conditions in paper
production (e.g. due to
exposure to chemicals,
such as chlorine)

OIL& GAS

Unhealthy working
conditions in the produc-
tion/extraction and
refining of oil (exposure
to chemicals, dust etc.)

Unhealthy working
conditions in the
extraction of metals (e.g.
respiratory conditions)

Unsafe working conditions
in the production of
energy (personal safety,
e.g. working with low

and high voltage), e.g.

due to(the lack of)
interventions or a lack of
preventive measures

FINANCIAL

SECTOR:BANKS

Provision of financial
products/services to
companies thatdo not
comply with international
standards on working
conditions (wages, working
hours and facilities)

FINANCIAL
SECTOR: PENSION
FUNDS

Investments in companies
thatdo not comply with
international standards
onworking conditions
(wages, working hours
and facilities)

RETAIL

Toys: working conditions
(overtime, child labour) in
the production of toys.

WHOLESALE

Jewellery wholesalers:
unhealthy and unsafe
working conditions in
the sourcing of precious
metals (e.g. gold) and
diamonds in South Africa

Unsafe working conditions
in textiles production (fire
safety, emergency exits
and construction quality)

Breach of working
conditions with regard

to wages and working
hours (e.g. employment of
foreign workers, both in the
Netherlands and abroad)

Unsafe working conditions
(personal safety, e.g.
deadly accidents, bruising
etc.)e.g. due to (the lack
of) interventions or a lack
of preventive measures

Breach of trade union
rights and the right to free
association (e.g. in flower
cultivation abroad, in Kenya
and Ethiopia among others)

Breach of trade union
rights and the right to
free association (e.g.
in the production of

electronics abroad, in
China among others)

Unsafe and unhealthy
working conditions

in the production of
foods (abroad)

Unsafe working conditions
inlogging, and in paper
processing and production
(e.g. use of machinery for
logging and production)

Unsafe working conditions
(personal safety, e.g.
deadly accidents, bruising
etc.)e.g. due to(the lack
of)interventions or a lack
of preventive measures

Unsafe working conditions
(personal safety, e.g.
deadly accidents,

bruising etc.)in the
extraction of metals

Unsafe working conditions
in energy production
(process safety), e.g.

due to (the lack of)
interventions or a lack of
preventive measures

Provision of financial
products/services to
companies thatdo not
comply with international
standards on trade union
rights and the right to
free association

Investments in companies
thatdo not comply with
international standards on
trade union rights and the
right to free association

Jewellers: unhealthy and
unsafe working conditions
in the sourcing of precious
metals (e.g. gold) and
diamonds in South Africa

Natural stone wholesalers:
unhealthy and unsafe
working conditions in the
extraction of natural stone
(e.g.inIndiaand China)

Low wages in cotton and
textiles production

Breach of working
conditions in the chain

due to the extraction of
granite/natural stone/steel
(child labour/forced labour)

Unsafe working conditions
(process safety, linked

to poor maintenance,
incorrect storage of
chemicalsetc.), e.g.

due to (the lack of)
interventions or a lack of
preventive measures

Breach of women's rights
(e.g. right to equal pay
and sexual intimidation at
work in flower cultivation
abroad, inKenya and
Ethiopia among others)

Forced labour/employment
of migrants (in the
production of electronics
abroad, e.g. Indonesian
workers in China)

Breach of trade union
rights and the right to
free association (in the
entire production chain)

Breach of working
conditions with regard
to wages and working
hours (logging)

Unsafe working conditions
(process safety, linked to
poor maintenance, incorrect
storage of chemicals etc.),
e.g. due to (the lack of)
interventions or a lack of
preventive measures

Unsafe working conditions
(personal safety, e.g.
deadly accidents, bruising
etc.) in the production

and processing of metal

Unsafe and unhealthy
working conditions in
the production of coal
and biofuels (e.g. black
lung disease, physically
exhausting labour)

Provision of financial
products/services
to companies that
do not comply with
international health
and safety standards

Investments in companies
thatdo not comply with
international health

and safety standards

DIY retailers: unhealthy
and unsafe working
conditions in the extraction
of natural stone (e.g.
inIndia and China).

Agro commodity traders:
labour risks (e.g. child
labour, breach of women's
rights)in the production
of agro commadities

(e.g. palm oil, soy,

cocoa and flowers)

Excessively long working
hours in textiles production
(e.g.in China, Bangladesh,
India and Pakistan)

Forced labour (e.g. in
construction projects
in the Middle East)

Breach of trade union
rights and the right to
free association (also
among suppliers)

Underpayment
(agriculture/
horticulture and flower
cultivation abroad)

Low wages/underpayment
(inthe production of
electronics abroad,

e.g.in China)

Breach of women's rights
(e.g. right to equal pay
and sexual intimidation
atwork) in the production
and processing of raw
materials (e.g. coffee,
cocoa and palm oil)

Breach of trade union
rights and the right to free
association (e.g. inthe
extraction of oil abroad)

Breach of trade union
rights and the right to
free association (in the
extraction of metals)

Breach of trade union
rights and the right

to free association
(e.g.in the extraction/
production of coal abroad,
e.g.in Colombia)

Provision of financial
products/services to
companies that do not
comply with international
standards on child labour

Investments in companies
thatdo not comply with
international standards
on child labour

Resellers of stock lots:
sale of goods linked to
labour risks in the chain
(e.g. exposure to harmful
chemicals, excessively
long working hours,
child labour and breach
of women's rights)

Graphic equipment
wholesalers: labour risks
(e.g. unhealthy and unsafe
working conditions)

in the production of
graphic equipment

(e.g. paperand ink)

Breach of women’s rights
intextiles production (e.g.
Sumangali/bonded labour)

Child labour in flower
cultivation abroad
(e.g.in Ecuador)

Child labour (e.g. in mining/
processing of e-waste,
in China for example)

Low wages in the
production and processing
of raw materials (e.g.
coffee, cocoa and palm oil)

Breach of women's rights
(e.g. the right to equal pay
and working conditions) in
the extraction of metals

Breach of women's rights in
the production of biofuels
(e.g. palm oil and soy)

Provision of financial
products/services to
companies that do not
respect women's rights
(equal pay and working
conditions, unequal
access to financial
services for women)

Investments in companies
thatdo notrespect
women'’s rights (equal pay
and working conditions,
unequal access to financial
services for women)

Electronics: working
conditions in the production
of electronics abroad, e.g.
low wages and forced
labour (e.g. in China)

Building material
wholesalers: labour risks
(e.g. unhealthy and unsafe
working conditions and
breach of labour conditions)
in the production of
building materials (e.g.
steel) and the extraction

of raw materials (e.g.
minerals and wood)

Breach of trade union
laws and the right to free
association in cotton
and textiles production

Excessively long working
hours (in the production
of electronics abroad)

Child labour the production
of agricultural raw
materials (e.g. coffee,
cocoa and palm oil)

Low wages inthe
extraction of metals
(e.g.inmining in China,
India and Brazil)

Child labourin the
extraction/production
of coal abroad, e.g.

in Colombia)

Non-food consumer goods
wholesalers: labour risks
(e.g. exposure to harmful
chemicals, excessively long
working hours, child labour
and breach of women's
rights) in the production of
non-food consumer goods
(e.g. consumer electronics,
textiles and clothing)

Child labour in cotton
production (e.g. in
Turkey), textiles and
shoe production(e.g. in
tanneries in Bangladesh)

Breach of women’s rights
(e.g. the right to equal pay
and working conditions)
in the production of
electronics abroad

Excessively long working
hours in the production

of agricultural products/
raw materials (e.g. coffee,
cocoa and palm oil)

Child labourin the
extraction of metals and
coal (e.g.iron aresin
China, India and Brazil;
andcoalsin South
Africaand Colombia)

Forced labourin the
production of agricultural
products/raw materials
(e.g. soy and palm ail)

Excessively long working
hours in the extraction
of metals (e.g. mining in
China, India and Brazil)

Forced labour in the
extraction of metals
(e.g. mining in China,
India and Brazil)
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Human Rights risks

TEXTILES &
CLOTHING

Damage to public health
linked to the use of
chemicals in clothing
(product safety)

CONSTRUCTION

Deprivation of the right to
aclean, safe and healthy
living environment (due
to the production of wood
and extraction of metal
ores and natural stone)

CHEMICALS
INDUSTRY

Deprivation of the right to
aclean, safe and healthy
living environment (near
factories, both in the
Netherlands and abroad)

AGRICULTURE &
HORTICULTURE

Deprivation of the right to
clean water and a healthy
living environment (flower
cultivation abroad)

Deprivation of the right to
aclean, safe and healthy
living environment (in the
vicinity of mining activities)

Damage to public
health linked to
consumption, caused
by production methods
(antibiotics in meat)

WO0O0D & PAPER

Depletion of natural
resources (water, for
wood production)

OIL& GAS

Deprivation of (the
rightto) a clean, safe

and healthy living
environment (in the vicinity
of production facilities)
due to oil production

Deprivation of the right to
aclean, safe and healthy
living environment (in the
vicinity of mining activities)

Depletion of natural
resources (coal, gas,
uranium)in their country
of origin, e.g. Colombia
and South Africa.

FINANCIAL
SECTOR:BANKS

Provision of financial
products/services to
companies that breach
civil and political rights

FINANCIAL
SECTOR: PENSION
FUNDS

Investments in companies

thatbreach civil and
political rights

RETAIL

Jewellers: deprivation
of therighttoaclean,
safe and healthy

living environment (in
the vicinity of mining
activities, e.g. for gold)

WHOLESALE

Natural stone wholesalers:
deprivation of therighttoa
clean, safe and healthy
living environment due to
the extraction of natural
stone

Pollution of the living
environment linked to
cotton production (e.g.
excessive use of water and
pesticides) and textiles
production (pollution of
ground and surface water
due to the use of chemicals)

Land grabbing/non-respect
of land rights (in logging
and the extraction of
natural stone and the
production of steel)

Depletion of natural
resources (e.g. oil, gas and
minerals) in their country of
origin

Damage to public health
linked to consump-

tion (e.g. (antibiotics

in meat/pesticides in
fruitand vegetables)

Land grabbing/non-respect
of land rights (extraction
of metals, e.g. in China)

Land grabbing/non-respect
of land rights (in the
extension of agricultural
land for the production of
agricultural raw materials)

Land grabbing/non-respect
of land rights (logging)

Deprivation of (the right
to)aclean, safe and
healthy living environment
due to gas production,

e.g. earthquakes

Depletion of natural
resources (metals,
minerals) in their
country of origin, e.g. tin,
cobalt and platinum

Depletion of natural
resources, such as (rare)
metals for wind mills,
smart meters and cables
(grids) in their country of
origin (such as China)

Provision of financial
products/services to
companies that breach
economic, social and
cultural rights

Investments in companies
that breach economic,
social and cultural rights

Jewellers: financing of
conflicts through the
sourcing of precious
metals (e.g. gold in
Uganda) and diamonds

Jewellery wholesalers:
deprivation of the right to
aclean, safe and healthy
living environment (in the
vicinity of mining activities
for precious metals, e.g. gold)

Land grabbing/non-
respect of land rights (due
to cotton production)

Depletion of natural
resources (cement, metal
ores, natural stone) in
their country of origin

Impact of chemicals and
chemical products on
human health (e.g. due to
the use of nanotechnology)

Land grabbing/non-
respect of land rights (e.g.
due to soy production

for animal feed)

Depletion of natural
resources (plastics, fossil
fuels, rare metals) in
their country of origin

Depletion of natural
resources (oil, gas)in
their country of origin

Land grabbing/non-respect
of land rights (due to
mining activities, e.g.

in the extraction of tin,
cobalt and platinum)

Land grabbing/non-
respect of land rights (due
to land use for coal and
biomass production)

Provision of financial
products/services to
companies that breach
collective rights

Investments in
companies that breach
collective rights

DIY retailers: deprivation
of therighttoaclean,
safe and healthy living
environment due to the
extraction of natural stone

Jewellery wholesalers:
financing of conflicts through
the sourcing of precious
metals (e.g. gold in Uganda)
and diamonds

Land grabbing/non-respect
of land rights (due to the
extraction of raw materials
and land use for factories)

Depletion of natural
resources (phosphate)
in their country of origin,
e.g. Chinaand Morocco

Financing of conflicts due
to the extraction of conflict
minerals (e.g. in Congo)

Land grabbing/non-
respect of land rights
(due to land use for
production facilities)

Financing of conflicts due
to the extraction of conflict
minerals (e.g. in Congo)

Deprivation of the right to
aclean, safe and healthy
living environment (local
residents) due to coal
production, e.g. in Colombia

Provision of financial
products/services

to companies that
investin controversial
weapon production

Investments in companies
thatinvestin controversial
weapon production

Non-food consumer
goods: land grabbing/
non-respect of land rights
due to cotton production
(for textiles and clothing)
and financing of conflicts
due to the extraction

of conflict minerals for
consumer electronics

Agro commodity traders:
human rights risks linked
to the production of agro
commodities (e.g. land
grabbing/non-respect of
land rights in the extension
of agricultural land)

Provision of financial
products/services
to companies that
are responsible for
land grabbing

Investments in companies
thatare responsible
forland grabbing

Building material
wholesalers: depletion of
natural resources (cement,
metal ores, natural stone,
water for wood production)
in their country of origin

Provision of financial
products/services that

are misleading or lack
transparency to consumers

Non-food consumer
goods wholesalers: land
grabbing/non-respect
of land rights due to
cotton production (for
textiles and clothing)
and financing of conflicts
due to the extraction

of conflict minerals for
consumer electronics

Pharmaceutical
wholesalers: impact of
chemicals and chemical
product on human health
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ANNEX C

ANNEXC/ 08
MATERIAL RISKS PER SECTOR

Corruption risks

TEXTILES &
CLOTHING

Bribes to obtain permits for
textiles factories (e.g. in
Bangladesh) by unlawful

CONSTRUCTION

Corruption, bribery
and anti-competitive
behaviour (e.g. for larger

CHEMICALS

INDUSTRY

Corruption and bribery
(e.g. for larger bulk
contracts), abroad

AGRICULTURE &
HORTICULTURE

Sham arrangements in
the deployment of foreign
workers in the Netherlands

Corruption and bribery
(e.g. for large healthcare
contracts), abroad

Corruption and bribery
(including from officials
for obtaining land rights)

WO0O0D & PAPER

Corruption and bribery
to obtain wood
concessions abroad

OIL& GAS

Corruption and bribery
(e.g. to obtain concessions
foroil and gas extraction,

Corruptionand bribery (e.g.
inthe extraction of metals)

Corruption and
bribery (e.g. for larger
contracts), abroad

FINANCIAL

SECTOR:BANKS

Provision of financial
products/services to
corrupt companies

FINANCIAL
SECTOR: PENSION
FUNDS

Investmentsin
corrupt companies

RETAIL

DIY retailers: fraud and
corruption with labels and
in the purchase and sale

WHOLESALE

Agro commodity traders:
fraud and corruption with
labels (e.g. UTZ, RTRS and

regard to the integrity of
certificates (FSC), abroad

(anti-competitive
behaviour), abroad

(anti-competitive
behaviour), abroad

(anti-competitive
behaviour), abroad

means, as well as falsified | contracts/tenders and to (e.g. evading work permit) in the production of and other contracts) of FSC-certified wood RSPO)
documents related to obtain permits, abroad) agricultural commodities
labour statistics (working
hours and wages, China).
Fraud and corruption with Price setting Price setting Price setting Construction wholesalers:

fraud and corruption
with labels (e.g.
FSC-certified wood)

Graphic equipment
wholesalers: fraud and
corruption with labels
(e.g. with paper)

Taxation risks

TEXTILES &

CLOTHING

Taxevasion includes

tax planning (the legal
optimisation of the overall
tax burden of a company
which has branches in
various countries). This
results in the company
paying less tax on both
operating profits and
capital income than what
the taxation legislation
(the letter and spirit of the
law) of those (developing)
countries envisages.

CONSTRUCTION

Taxevasionincludes

tax planning (the legal
optimisation of the overall
tax burden of a company
which has branches in
various countries). This
results in the company
paying less tax on both
operating profits and
capital income than what
the taxation legislation
(the letter and spirit of the
law) of those (developing)
countries envisages.

CHEMICALS
INDUSTRY

Tax evasion includes

tax planning (the legal
optimisation of the overall
tax burden of a company
which has branches in
various countries). This
results in the company
paying less tax on both
operating profits and
capital income than what
the taxation legislation
(the letter and spirit of the
law) of those (developing)
countries envisages.

AGRICULTURE &
HORTICULTURE

Taxevasion includes

tax planning (the legal
optimisation of the overall
tax burden of a company
which has branches in
various countries). This
results in the company
paying less tax on both
operating profits and
capital income than what
the taxation legislation
(the letter and spirit of the
law) of those (developing)
countries envisages.

Taxevasion includes

tax planning (the legal
optimisation of the overall
tax burden of a company
which has branches in
various countries). This
results in the company
paying less tax on both
operating profits and
capital income than what
the taxation legislation
(the letter and spirit of the
law) of those (developing)
countries envisages.

Taxevasion includes

tax planning (the legal
optimisation of the overall
tax burden of acompany
which has branches in
various countries). This
results in the company
paying less tax on both
operating profits and
capital income than what
the taxation legislation
(the letter and spirit of the
law) of those (developing)
countries envisages.

WO00D & PAPER

Tax evasion includes

tax planning (the legal
optimisation of the overall
tax burden of a company
which has branches in
various countries). This
results in the company
paying less tax on both
operating profits and
capital income than what
the taxation legislation
(the letter and spirit of the
law) of those (developing)
countries envisages.

OIL& GAS

Taxevasion includes

tax planning (the legal
optimisation of the overall
tax burden of a company
which has branches in
various countries). This
results in the company
paying less tax on both
operating profits and
capital income than what
the taxation legislation
(the letter and spirit of the
law) of those (developing)
countries envisages.

Taxevasion includes

tax planning (the legal
optimisation of the overall
tax burden of a company
which has branches in
various countries). This
results in the company
paying less tax on both
operating profits and
capital income than what
the taxation legislation
(the letter and spirit of the
law) of those (developing)
countries envisages.

Tax evasionincludes

tax planning (the legal
optimisation of the overall
tax burden of a company
which has branches in
various countries). This
results in the company
paying less tax on both
operating profits and
capital income than what
the taxation legislation
(the letter and spirit of the
law) of those (developing)
countries envisages.

FINANCIAL

SECTOR : BANKS

Taxevasion includes

tax planning (the legal
optimisation of the overall
tax burden of a company
which has branches in
various countries). This
results in the company
paying less tax on both
operating profits and
capital income than what
the taxation legislation
(the letter and spirit of the
law) of those (developing)
countries envisages.

FINANCIAL
SECTOR: PENSION
FUNDS

Taxevasion includes

tax planning (the legal
optimisation of the overall
tax burden of a company
which has branches in
various countries). This
results in the company
paying less tax on both
operating profits and
capital income than what
the taxation legislation
(the letter and spirit of the
law) of those (developing)
countries envisages.

RETAIL

Taxevasion includes

tax planning (the legal
optimisation of the overall
tax burden of a company
which has branches in
various countries). This
results in the company
paying less tax on both
operating profits and
capital income than what
the taxation legislation
(the letter and spirit of the
law) of those (developing)
countries envisages.

WHOLESALE

Taxevasion includes

tax planning (the legal
optimisation of the overall
tax burden of a company
which has branches in
various countries). This
results in the company
paying less tax on both
operating profits and
capital income than what
the taxation legislation
(the letter and spirit of the
law) of those (developing)
countries envisages.
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ANNEXD CIVILSOCIETYORGANISATIONS/ 08
THAT TOOK PART IN THE STUDY

ANNEX D

ANNEX E

ANNEXE/ 08
SOURCES USED (GENERAL)

CIVIL SOCIETY ORGANISATIONS
THAT TOOK PART IN THE STUDY

e ActionAid
Amnesty International
¢ Breed Mensenrechten Overleg

IUCN
Landelijke India Werkgroep
Milieudefensie

e Both ENDS e MVO Nederland
e CNV e OxfamNovib

¢ College voor de Rechten van de Mens e Saxion University
¢ Cordaid e Solidaridad

® De Groene Zaak e SOMO

e Dierenbescherming e Stop Kinderarbeid
e Fairwork e Tax Justice

e FNV e TU Delft

e (Greenpeace e Maastricht University
e Hivos e VBDO

¢ |CCO e \WO=MEN

e |KV Pax Christi e \WSPA
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SOURCES USED (GENERAL)

N

‘CSR pays off":
http://www.rijksoverheid.nl/bestanden/documenten-en-
publicaties/notas/2013/06/28/beleidsbrief-maatschappelijk-
verantwoord-ondernemen-loont/visie-mvo-versie-280613-
def.pdf

OECD guidelines for multinationals (OECD):
http://www.oesorichtlijinen.nl/sites/www.oesorichtlijnen.nl/

files/oeso-richtliinen_versie 2011 _nederlandse_vertaling_ 2.

pdf

UN Guiding Principles on Human Rights (UN):
http://www.ohchr.org/Documents/Publications/
GuidingPrinciplesBusinessHR EN.pdf

http://ilo.org/global/standards/introduction-to-international-
labour-standards/lang—-en/index.htm

IMVO Convenanten (SER, 2014):
http://www.ser.nl/~/ media/db_adviezen/2010_2019/2014/
imvo-convenanten. ashx

IMVO Convenanten (SER, 2014):
http://www.ser.nl/~/ media/db_adviezen/2010 2019/2014/
imvo-convenanten. ashx

CSR Risk Check website (MVO Nederland):
http://www.mvorisicochecker.nl/nl

2013 SBI classifications (CBS):
http://www.cbs.nl/NR/rdonlyres/2183EAC5-3F8C-4889-
BC54-DD8F89C131A5/0/sbi2008versie?2013.pdf

Biotic raw materials: The 2050 criteria, WWE 2012.Use of
fossil fuels: Tracking Industrial Energy Efficiency and CO,
Emissions, IEA, 2007 Use of metals (incl. Euromines,
http://www.euromines.org/mineral), use of construction
and industrial minerals (incl. European Minerals
Foundation).

Education Index (UNDP 2012), Child Labour Index
(Maplecroft, 2013), Employed working poor (Global wage
report, ILO, 2013), Corruption Perception Index
(Transparency International, 2013), Human Rights Risk Atlas
(Maplecroft, 2013).

CBS statline (CBS)._http://statline.cbs.nl/StatVWeb/publicatio
n/2VW=T&DM=SLNL&PA=81156NED&D1=0-10,19-
21&D2=0,2,5,125,128,136,153,160,184,212,232,242,266,2
82&D3=I&HD=110825-0940&HDR=T&STB=G1,G2

© 2014 KPMG Advisory N.V.

12.

13.

14.

15.

16.

17

References consulted: General: Rio Declaration on
Environment and Development, Johannesburg Declaration
on Sustainable Development, UN Global Compact, CERES
Principles, ISO 26000, IFC Performance Standards, GRI G4
guidelines. Environment: UNECE Water Convention,
Alliance for Water Stewardship (AWS) Standard, UN
Convention on Biological Diversity, UN Framework
Convention on Climate Change, UN Forest Principles, FAO
-Voluntary Guidelines on Planted Forests, UN Convention
on the Control of Transboundary Movements of Hazardous
Wastes and their disposal. Labour: ILO Labour Standards,
Ethical Trading Initiative - Base code, Amnesty Human
Rights Principles for Companies, Business Social
Compliance Initiative - Code of Conduct. Human Rights:
International Bill of Human Rights (Universal Declaration of
Human Rights and its main instruments: International
Covenant on Civil and Political Rights and International
Covenant on Economic, Social and Cultural Rights), UN
guiding principles on business and human rights, UN
Declaration on the Rights of Indigenous Peoples, UN
Declaration on the Rights of Persons Belonging to National
or Ethnic, Religious and Linguistic Minorities, UN
Convention on the Elimination of All Forms of
Discrimination against\Women, UN Convention on the
Rights of the Child, UN Convention on the Rights of
Persons with Disabilities, UN Convention on the Protection
of the Rights of All Migrant Workers and Members of Their
Families, FAO -Voluntary Guidelines on the Responsible
Governance of Tenure of Land, Fisheries and Forests.
Corruption: OECD corruption prevention directive, OECD
competition directive.

The Arc of Human Rights Priorities (Danish Institute for
Human Rights, 2011):
http://www.business-humanrights.org/media/documents/
arc-human-rights-priorities-9-mar-2011.pdf

UN Guiding Principles on Human Rights (UN), page 14,
article 13:
http://www.ohchr.org/Documents/Publications/
GuidingPrinciplesBusinessHR EN.pdf

UN Guiding Principles on Human Rights (UN), page 1:
http://www.ohchr.org/Documents/Publications/
GuidingPrinciplesBusinessHR EN.pdf

UN Guiding Principles on Human Rights (UN), page 13,
article 11: http://www.ohchr.org/Documents/Publications/
GuidingPrinciplesBusinessHR_EN.pdf

Daley and Park 2013, The Gender and Equity Implications of
Land-Related Investments
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18.

19.

20.

21.

22.

23.

24.

25.

26.

27.

28.

29.

30.

31.

32.

33.

Anseeuw et al. (2012), Land rights and the rush for land:
findings of the Global Commercial Pressures on Land
Research Project, 2012. The Land Matrix data 2014 at
www.landmatrix.org, which documents about 1,000 deals
and more than 35 million ha in the past decade.

IPCC report (IPCC, 2014):
http://www.ipcc.ch/report/arb/wg3/

Biofuel production technologies: status, prospects and
implications for trade and development (UNCTAD, 2008):
http://unctad.org/en/docs/ditcted200710 en.pdf

http://www.actionaid.org/nl/nederland/publications/
actionaid-analyse-en-reactie-eu-rapport-biobrandstoffen
http://www.actionaid.org/sites/files/actionaid/actionaid
expose on biofuels may 2013 final.pdf

TEEB for Business: The Netherlands, KPMG, 2012

http://www.ifc.org/wps/wecm/connect/topics_ext_content/
ifc_external corporate site/ifc+sustainability/publications/
publications handbook agrosupplychains

TEEB for Business: The Netherlands, KPMG, 2012.

Wake up before it's too late (UNCTAD, 2013): http://unctad.
org/en/PublicationsLibrary/ditcted2012d3 en. pdf

Grip op grondstoffen (KPMG, 2014): http://www.kpmag.com/
NL/nl/IssuesAndInsights/ ArticlesPublications/Documents/
PDF/Sustainability/ Grip-op-grondstoffen.pdf

http://www.ifpri.org/sites/default/files/pubs/pubs/otherpubs/
agdiversesach02.pdf https://docs.gatesfoundation.org/
Documents/gendervalue- chain-guide.pdf
http://fsg.afre.msu.edu/polsyn/No40.htm

G. Schoneveld (2013), The Governance of Large-Scale
Farmland Investments in Sub-Saharan Africa: A Comparative
Analysis of the Challenges for Sustainability
http://dspace.library.uu.nl/handle/1874/282738
https://milieudefensie.nl/tinmijnbouw/wat-is-eraan-de-hand

http://aluminium-stewardship.org/about-asi/aluminium-and-

sustainability/

http://www.actionaid.org/nl/nederland/dit-doen-wij/eerlijke-
mijnbouw/koper-en-coltan-uit-congo

See the 'Human Rights Risk Atlas’ by Maplecroft for
example.

http://www.eicc.info/initiatives.shtml
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34.

3b.

36.

37.

38.

39.

40.

41.

42.

43.

44.

45.

46.

47.

48.

49.

Countries at risk, violations of trade union rights (ITUC, 2013):
http://www.ituc-csi.org/IMG/pdf/survey ra 2013 eng_final. pdf

CSR questionnaires completed for this SRA

The role of women in Agriculture (FAO, 2011):
http://www.fao.org/docrep/013/am307e/am307e00.pdf

http://www.unepfi.org/humanrightstoolkit/mining.php

Gender Aspects in the Latin American Garment Industry
(SOMO, 2011):http://somo.nl/publications-en/
Publication 3677/at_download/fullfile

Report of the workshop for the Food and beverage sector
(KPMG, 2014).

Captured by Cotton (SOMO, 2011):
http://somo.nl/publications-nl/Publication 3673-nl

http://www.inspectieszw.nl/Images/Jaarverslag-2012-
Inspectie-SZW tcm335-341751.pdf

Duurzaam geproduceerd hout op de Nederlandse markt
(Probos, 2011): http://www.probos.nl/images/pdf/rapporten/
Rap2013 Duurzaam geproduceerd hout op de
Nederlandsemarkt in_2011.pdf

Reports of the workshops for the Food and beverage and
Textiles and clothing sectors (KPMG, 2014).

OECD guidelines, page 35 (OECD, 2011): http://www.
oesorichtlijnen.nl/sites/www.oesorichtlijnen.nl/ files/
oeso-richtlijnen versie 2011 nederlandse vertaling 2. pdf
OECD (2013), Action Plan on Base Erosion and Profit Shifting,
OECD Publishing. http://dx.doi.org/10.1787/9789264202719-en

http://www.rijksoverheid.nl/bestanden/documenten-en-

publicaties/kamerstukken/2013/08/30/kabinetsreactie-op-
seo-rapport-overige-financiele-instellingen-en-ibfd-rapport-
ontwikkelingslanden/kabinetsreactie-op-seo-rapport-
overige-financiele- instellingen-en-ibfd-rapport-
ontwikkelingslanden.pdf

Uit de schaduw van het bankwezen (SEO, 2013): http://www.
seo.nl/uploads/media/2013-31 Uit de schaduw van het
bankwezen 01.pdf

Netherlands, a tax haven? (SOMO, 2006): http://somo.nl/
publications-nl/Publication _1397-nl/at download/fullfile

http://statline.cbs.nl/StatVWeb/publication/?DM=SLNL&PA=
81156NED&D1=0,4-5&D2=142&D3=I&HDR=G2,G1&STB=

T&VW=T
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50.

51

52.

53.

54.

55.

56.

57.

58.

59.

60.

61.

62.

63.

64.

65.

66.

67

68.

http://statline.cbs.nl/StatVWeb/publication/?DM=SLNL&PA=
81589NED&D1=0&D2=504&D3=4&VW=T

http://www.cobouw.nl/cobouwb0

www.overijssel.nl/publish/pages/133434/brancheschets
bouw_ 2012.pdf

http://www.ce.nl/publicatie/milieu-impact_van
betongebruik_in_de nederlandse bouw/1374

http://www.probos.nl/images/pdf/rapporten/Rap2013
Duurzaam geproduceerd hout op de Nederlandsemarkt

in_2011.pdf

http://www.bouwendnederland.nl/speerpunten/veilig-
werken

http://www.flexnieuws.nl/2012/05/22/inspectie-szw-
arbeidsmarktfraude-in-de-uitzendbranche-bouw-en-
schoonmaak/#.Ublan3J_tps

http://www.fnvbouw.nl/nieuws/Pages/FNV_Bouw
uitbuiting werknemers A4 aangepakt 2916.aspx

http://www.bouwendnederland.nl/speerpunten/veilig-werken

Information provided by the sector for this CSR SRA, KPMG
(2014)

http://www.ser.nl/~/media/files/internet/publicaties/
overige/2010_2019/2013/energieakkoord-duurzame-groei/
energieakkoord-duurzame-groei.ashx

http://www.mvonederland.nl/sites/default/files/geheel
ondertekende deal 30.pdf

http://www.skao.nl/

Information provided by the sector for this CSR SRA, KPMG
(2014)

http://duurzaamgww.nl/

http://www.stroomversnelling.net/over-stroomversnelling/

http://www.bouwendnederland.nl/nieuws/712560/actie-
vng- met-bnl-% C3 % A2kleuruw-gemeente-

agroen % C3%A2-15- miljoen-euro-beschikbaarvoor
gemeenten

www.milieufederatie.nl/handlers/i.aspx?/id=1002

http://www.platformconstructieveveiligheid.nl/

© 2014 KPMG Advisory N.V.

69.

70.

71.

72.

73.

7A.

75.

76.

77.

78.

79.

80.

81.

82.

83.

84.

8b.

86.

http://www.bouwendnederland.nl/download.
php?itemID=4965

http://www.bouwendnederland.nl/publicaties/32047/
werk-in-uitvoering-maatschappelijk-verantwoord-
ondernemen-in-de-bouw

http://www.bouwendnederland.nl/publicaties/4954/
duurzaam-aanbieden-en-inkopen-in-de-praktijk

http://www.amnesty.org/en/library/asset/MDE22/010/2013/
en/cal15040d-290e-4292-8616-d7f845beed7e/
mde220102013en.pdf

http://www.hrw.org/sites/default/files/reports/
gatar0612webwcover 0.pdf

http://www.rtinieuws.nl/sites/default/files/content/
documents/2014/06/07/Investeringen % 20Nederlandse %20
F1%275%20in % 20bouwbedrijven%20Qatar % 20FNV %20
140605.pdf
http://www.vno-ncw.nl/Publicaties/Forum/Pages/Hete
hangijzers rond WK _in Qatar 18859.aspx#.U560uZR _tpt

http://www.bwint.org/default.asp?index=106

http://www.bwint.org/default.
asp?Index=4638&Language=EN

Financieel Dagblad, 14 June 2014

http://www.cementenbeton.nl/component/docman/doc
download/472-brochure-cement-beton-co2

http://www.ce.nl/publicatie/milieu-impact _van
betongebruik _in _de nederlandse bouw/1374

http://www.ce.nl/publicatie/milieu-impact_van
betongebruik in_de nederlandse bouw/1374

http://www.mvonederland.nl/dossier/2/18/dossier
description/4427

http://www.mvonederland.nl/sites/default/files/geheel
ondertekende deal 30.pdf

http://www.ce.nl/publicatie/milieu-impact _van
betongebruik_in_de nederlandse bouw/1374

http://www.cementenbeton.nl/component/docman/doc
download/472-brochure-cement-beton-co2

www.overijssel.nl/publish/pages/133434/brancheschets
bouw 2012.pdf
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87

88.

89.

90.

91

92.

93.

94.

95.

96.

97.

98.

99.

100.

101.

102.

103.

104.

105.

http://www.onderzoeksraad.nl/uploads/fm/Veiligheid %20
in%20perspectief/OVV_Veiligheid%20in % 20perspectief
web.pdf

http://www.rijksoverheid.nl/documenten-en-publicaties/
rapporten/2012/10/10/arbeidsomstandigheden-in-de-bouw-
sectorrapportage-2011.html

http://www.onderzoeksraad.nl/uploads/fm/Veiligheid %20
in%20perspectief/OVV_Veiligheid%20in%20perspectief
web.pdf

http://www.bouwendnederland.nl/speerpunten/veilig-
werken

http://www.bouwendnederland.nl/praktijkinformatie/

wet-en-regelgeving-arbeidsomstandigheden

http://www.bouwendnederland.nl/publicaties/31321/
leidraad-vg-verplichtingen

http://www.vca.nl/home/homepage.aspx

http://www.rijksoverheid.nl/onderwerpen/bouwregelgeving/
bouwvoorschriften

http://www.inspectieszw.nl/Images/Jaarverslag-2013-

Inspectie-Sociale-Zaken-en-Werkgelegenheid tcm335-
350978.pdf

http://www.inspectieszw.nl/Images/Jaarverslag-2013-
Inspectie-Sociale-Zaken-en-Werkgelegenheid tcm335-
350978.pdf

http://www.onderzoeksraad.nl/uploads/fm/
Veiligheid %2in%20perspectief/OVV_Veiligheid%20in %20
perspectief web.pdf

http://www.lente-akkoord.nl/wp-content/uploads/2009/04/
Convenant-Energiebesparing-in-nieuwbouw.pdf

http://www.lente-akkoord.nl/wp-content/uploads/2013/01/
convenant-herijkt-lente-akkoord-28-juni-2012.pdf

http://www.bewustmethout.nl/deelnemers

http://www.probos.nl/images/pdf/rapporten/Rap2013
Duurzaam geproduceerd hout op de Nederlandsemarkt

in_2011.pdf

http://www.vnci.nl/duurzaamheidsrapport

http://www.vnci.nl/overvnci/

http://www.vnci.nl/duurzaamheidsrapport

http://www.vnci.nl/duurzaamheidsrapport
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106.

107.

108.

109.

110.

1.

2.

113.

114.

115.

116.

17

118.

119.

120.

121.

122.

123.

124.

125.

http://www.vnci.nl/duurzaamheidsrapport

http://www.tweedekamer.nl/downloads/document/index.
jsp?id=a123b410-9008-4dc3-af74-
a08672121fcf&title=KPMG-rapport

http://www.vnci.nl/duurzaamheidsrapport

http://www.corbey.nl/adviezen/chemie/duurzame-biomassa-
in-de-chemiesector/

VNCI - Responsible Care Report 2012

http://www.vbdo.nl/files/download/1299/Verslag %20
VNCI%20stakeholderdialoog%202013.pdf

Analysis of the questionnaires for each sector, KPMG (2014)

VNCI - Responsible Care Report 2012; http://www.dsm.com/
content/dam/dsm/cworld/en US/documents/dsm-supplier
code-of-conduct.pdf

http://s01.static-shell.com/content/dam/shell/static/
products-services/downloads/suppliers/supplierprinciples.

pdf

http://www.business-humanrights.org/
FreedomOfAssociationPortal/Sector/Chemical

Various sources, incl. Butterworth, A. Clegg, |. Bass, C.
(2012), Untangled — Marine debris: a global picture of the
impact on animal welfare and of animal-focused solutions.

VNCI - Responsible Care Report 2012

http://www.inspectieszw.nl/Images/Sectorrapportage-
Aardolie-Chemie-Farmacie-Kunststof-en-Rubber tcm335-

334605.pdf

http://www.inspectieszw.nl/Images/Sectorrapportage-
Aardolie-Chemie-Farmacie-Kunststof-en-Rubber tcm335-

334605.pdf

http://www.mvoindeagribusiness.nl/page/1253/palmolie.
html

http://www.amnesty.nl/nieuwsportaal/nieuws/banken-doen-

te-weinig-tegen-landroof

https://www.milieudefensie.nl/biomassa/landroof

http://www.corbey.nl/adviezen/chemie/duurzame-biomassa-

in-de-chemiesector/

VNCI - Responsible Care Report 2012

http://www.vnci.nl/duurzaamheidsrapport

© 2014 KPMG Advisory N.V.

126.

127

128.

129.

130.

131.

132.

133.

134.

135.

136.

137

138.

139.

140.

141.

142.

143.

144.

VNCI - Responsible Care Report 2012

http://www.vnci.nl/Content/Files/file/
Duurzaamheidsrapport/ Duurzaamheidsrapport_juni_2014.
pdf

Report of the workshop for the chemical sector, KPMG
(2014)

http://www.vnci.nl/duurzaamheidsrapport

http://www.rijksoverheid.nl/documenten-en-publicaties/

jaarplannen/2014/05/12/transparantiebenchmark-2013-de-
kristal-2013.html

http://www.solidaridad.nl/Goud
Global Report on Artisanal and Small-scale mining, page 22
Report of the workshop for the retail sector, KPMG (2014)

http://somo.nl/publications-nl/Publication 2811-nl

Report of the workshop for the retail sector, KPMG (2014)

http://www.fgz.nl/websites/fgz/files/Edelmetaal/Artikel %20

Solidaridad % 20EM5-2013.pdf

http://www.mvonederland.nl/dossier/2/125/dossier
description/8531

http://www.theguardian.com/law/2011/aug/27/disney-
factory-sweatshop-suicide-claims

http://www.ornes.nl/

http://www.mvonederland.nl/dossier/2/125/dossier

description/8534

http://www.fairgold.org/retailpartners

http://www.ncv-cosmetica.nl/nl/fag/cosmetica-en-palmolie

Information provided by the sector for this CSR SRA, KPMG
(2014)

Information provided by the sector for this CSR SRA, KPMG
(2014)

145. Additional information from the sector on the CSR

146.

questionnaire for this SRA, 2014

http://www.inspectieszw.nl/images/achtergronden %20
dodelijke %20en%20ernstige % 20arbeidsongevallen %20
(0p%20basis %20van%20in %202007 % 20afgesloten %20
ongevalsonderzoeken) tcm335-312357 pdf

© 2014 KPMG Advisory N.V.

147

148.

149.

150.

151.

162.

153.

154.

165.

156.

157

158.

159.

160.

161.

162.

163.

http://aardgas-in-nederland.nl/de-toekomst-van-aardgas/
aardgasreserves-en-verbruik/

http://www.nlog.nl/resources/Publicaties/Gas_in_de
toekomst.pdf

http://www.rijksoverheid.nl/onderwerpen/gaswinning-en-
infrastructuur/internationaal-gasbeleid

https://www.cordaid.org/en/publications/dutch-coal-
dialogue-final-report/

http://bettercoal.org/home.aspx

http://www.energieactueel.nl/nieuwe-eisen-leiden-tot-
sluiting-kolencentrales/

http://www.rijksoverheid.nl/bestanden/documenten-en-
publicaties/kamerstukken/2014/07/03/kamerbrief-
energieakkoord-alternatief-voorde-afspraak-over
kolencentraleskamerbrief-energieakkoord-alternatief-voor-
de-afspraak-over-kolencentrales.pdf

http://somo.nl/publications-en/Publication 3971

http://www.sustainable-biomass.org/publicaties/3906

Information provided by the sector for this CSR SRA, KPMG
(2014)

Additional information provided by the sector on the CSR
questionnaire for this SRA, 2014

http://www.rvo.nl/sites/default/files/2013/09/

Rapportage %20Green%20Deal % 20Duurzaamheid %20
Vaste %20Biomassa%20(webversie, % 20rapportage %20
1%20-%202012).pdf

Information provided by the sector for this CSR SRA, KPMG
(2014)

https://www.essent.nl/content/
Images/108059 13-3399 % 20Kolenherkomst %20
Nederlandse %20Elektriciteitscentrales %202012.pdf

Information provided by stakeholders for this CSR SRA,
KPMG (2014)

http://www.rvo.nl/sites/default/files/2013/09/

Rapportage %20Green%20Deal % 20Duurzaamheid %20
Vaste %20Biomassa%20(webversie, % 20rapportage %20
1%20-%202012).pdf

Information provided by the sector for this CSR SRA, KPMG
(2014)
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164.

165.

166.

167.

168.

169.

170.

171

172.

173.

174.

175.

176.

177.

178.

179.

180.

181.

http://statline.cbs.nl/StatVWeb/publication/?DM=SLNL&PA=

70947NED&D1=a&D2=a&D3=12-14&YW=T

http://www.compendiumvoordeleefomgeving.nl/

indicatoren/nl0121-Emissies-naarlucht-doorde-
energievoorziening.html?i=6-122

http://www.somo.nl/publications-nl/Publication _3801-nl

http://www.infomil.nl/onderwerpen/integrale/handboek-eu/
lucht-industriele/grote/uitvoering-effecten/

http://www.infomil.nl/onderwerpen/integrale/handboek-eu/
lucht-industriele/grote/uitvoering-effecten/

http://www.rijksoverheid.nl/nieuws/2008/06/26/overheid-
en- energiesectorsluiten-convenant-over-uitstoot-so2.html

http://rwsenvironment.eu/publish/pages/89239/kie12-058
terugblik_op_het nationaal reductieplan _nmvos_definitief.

pdf

http://www.compendiumvoordeleefomgeving.nl/

indicatoren/nl0183-Verzuring-en-grootschalige-
luchtverontreiniging % 3A-emissies.html?i=5-70

https://www.cordaid.org/media/publications/DUTCH
COAL DIALOGUE FINAL RAPPORT 2013.pdf

http://www.multiwatch.ch/cm_data/100505_danwatch
cerrejon.pdf

Russian coal industry: Environmental and public health
impacts and regional development prospects,
Ecodefense, 2013

http://www.greenpeace.nl/Global/nederland/report/2010/5/
de-wereld-achterkolenstroom.pdf

http://issuu.com/iwgia/docs/coal_mining_in_kemerovo

http://www.bothends.org/uploaded files/document/Both
ENDS_Briefing Paper A Burning Issue.pdf

http://www.bothends.org/uploaded _files/
uploadlibraryitem/Tcase study South Africa_updated.pdf

http://www.multiwatch.ch/cm_data/100505 danwatch
cerrejon.pdf

http://www.bothends.org/uploaded files/document/Both
ENDS_Briefing Paper A Burning_Issue.pdf

https://www.cordaid.org/media/publications/DUTCH
COAL_DIALOGUE FINAL RAPPORT_2013.pdf
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182

183.

184.

185.

186.

187.

188.

189.

190.

191.

192.

193.

194.

195.

196.

197

. http://www.rijksoverheid.nl/nieuws/2013/12/23/minister-
ploumen-over-steenkolen-convenant-stap-in-de-goede-

richting.html

http://bettercoal.org/

Information provided by the sector for this CSR SRA, KPMG
(2014)

Sectoral and CSO information for this CSR SRA, KPMG
(2014)

http://www.visionair.nl/wetenschap/rapport-hernieuwbare-
energie-leidt-tot-schaarste-metalen/

http://www.groenerekenkamer.nl/1795/windenergie-
nederland-de-dodelijke-keerzijde-van-windenergie/

Analysis carried out by three major Dutch banks via NVB (the
Dutch banking association)

Sectoral self-assessment and CSO questionnaires

Report of the workshop for the financial sector, KPMG
(2014)

Several sources, incl. reports by Oxfam Novib, field study on
land acquisition by the Dutch Fair Bank Guide (Feb. 2012),
International Land Coalition

http://www.banktrack.org/show/news

Farming Money: How European Banks and private finance
profit from food peculation and land grabs (2012),
https://www.milieudefensie.nl/nieuws/pers/berichten/
nederlandse-banken-en-pensioenfondsen-investeren-
miljoenen-in-landroof

www.bothends.org/uploaded files/document/130222
Report_Suape.pdf

Bank self-assessment

Report of the workshop for the financial sector, KPMG
(2014)

Dutch Fair Bank Guide http://www.eerlijkebankwijzer.nl/
overzicht-scores/, VBDO Profiles 2012: ABP and PFZW
http://www.vbdo.nl/files/download/1184/VBDO %20
Profile %202012_Pensioenfonds %20Zorg%20en %20
Welzijn.pdf

Natuur en Milieu (2013): http://www.natuurenmilieu.nl/
media/518136/beleggingen pensioenfondsen in
duurzame_energie n_m_130502.pdf,

© 2014 KPMG Advisory N.V.

198.

199.

200.

201.

202.

203.

204.

205.

sustainability reports by Rabobank, ING, PFZW, ABP. Energy
agreement
http://www.banken.nl/nieuws/1388/banken-en-overheid-
ondertekenen-green-deal http://www.pensioenfederatie.nl/
actueel/nieuws/Pages/ Pensioenfederatie steunt
Energieakkoord 656.aspx

Annual reports by ING, Rabobank (2013), ABP (2012), ABP
listed investments 31-12-13, PFZ\W transparency ranking (In)
direct investments in listed shares and (In)direct private
investments on 31-12-2013, Dutch Fair Bank Guide, Policy
brief: CSR and transparency in the financial sector, climate
change scores http://www.eerlijkebankwijzer.nl/overzicht-
scores/

Natuur en Milieu (2013): http://www.natuurenmilieu.nl/
media/518136/beleggingen pensioenfondsen _in
duurzame_energie_n_m_130502.pdf

International Trade Union Confederation (2013): Countries at
risk.http://www.ituc-csi.org/IMG/pdf/survey ra 2013 _eng
final. pdf

ILO (2012),http://www.ilo.org/global/about-the-ilo/
newsroom/news/WCMS 193200/lang-it/index.htm,

Good Electronics (2009). Reset. Corporate social
responsibility in the global electronics supply chain.

Sector policy ING http://www.ingch.com/about-ing-cb/
environmental-and- social-risk-policies

Human rights policy Rabobank and ING
https://www.rabobank.com/en/images/Human %20
Rights %20Policy.pdf
www.ingforsomethingbetter.com/humanrights/

Dutch Fair Bank Guide http://www.eerlijkebankwijzer.nl/
overzicht-scores/\Welzijn.pdf www.vbdo.nl/files/
download/.../V\BDO % 20Profile %202012 ABPpdf

Sustainability reports and annual reports by Rabobank, ING,
ABP PFZW

http://www.eerlijkebankwijzer.nl/media/14621/
praktijkonderzoek_mensenrechten2.pdf

Human rights policy Rabobank and ING
https://www.rabobank.com/en/images/Human %20
Rights %20Policy.pdf www.ingforsomethingbetter.com/
humanrights/

Dutch Fair Bank Guide
http://www.eerliikebankwijzer.nl/overzicht-scores/
VBDO Profiles 2012: ABP and PFZW
http://www.vbdo.nl/files/download/1184/VBDO %20
Profile %202012 Pensioenfonds%20Z0rg%20en%20
Welzijn.pdf www.vbdo.nl/files/download/.../V\BDO %20
Profile %202012_ABPpdf

© 2014 KPMG Advisory N.V.

206.

207

208.

209.

210.

212.

213.

214.

215.

216.

217

218.

219.

ABP Responsible Investment report 2012
http://www.abp.nl/images/ABP % 20Responsible %20
Investment%202012 tcm160-160580.pdf

Friends of the Earth (2012): Farming money
http://www.foeeurope.org/sites/default/files/publications/
Farming_money FoEE Jan2012.pdf
http://nieuwsuur.nl/onderwerp/557768-landroof-
gefinancierd-met-nederlands-geld.html
http://farmlandgrab.org/post/view/22066-landroof-maleisie-
gesponsord-door-nederlandse-banken-en-pensioenfondsen

Bank self-assessments

Dutch Fair Bank Guide
http://www.eerlijkebankwijzer.nl/overzicht-scores/VBDO
Profiles 2012: ABP and PFZW
http://www.vbdo.nl/files/download/1184/VBDO %20
Profile %202012 Pensioenfonds%20Z0rg%20en %20
Welzijn.pdf
www.vbdo.nl/files/download/.../VBDO % 20Profile %20

2012_ABPpdf

CBS data for 2012; for more information on the indexes used
see Hx

http://www.nvg.nl/downloads/cms//NVG_Rapport
DuurzaamVoorraad def web?2.pdf

http://wwf.panda.org/what we_do/footprint/agriculture/soy/
soyreport

http://wwf.panda.org/what we do/footprint/agriculture/soy/
soyreport

http://wwf.panda.org/what_we_do/footprint/agriculture/soy/

impacts/social/

http://www.taskforceduurzamepalmolie.nl/
Duurzamepalmolie/tabid/2276/language/en-US/Default.aspx

http://www.taskforceduurzamepalmolie.nl/
Duurzamepalmolie/tabid/2276/language/en-US/Default.aspx

http://www.rspo.org/file/RSPO_Sustainable Palm_Oil-The
journey so_far (26.04.2013).pdf

http://www.mvonederland.nl/dossier/2/63/dossier
description/3145

http://www.foe.co.uk/sites/default/files/downloads/palmed
off.pdf

http://www.pbl.nl/sites/default/files/cms/publicaties/
PBL 2012 De Nederlandse voetafdruk 500411002 0.pdf
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220.

221.

222.

223.

224.

225.

226.

227.

228.

229.

230.

231.

232.

233.

234.

http://commodityplatform.org/wp/wp-content/
uploads/2012/12/soja-barometer-2012_achtergrondrapport].

pdf

http://www.pbl.nl/sites/default/files/cms/publicaties/
PBL 2012 De Nederlandse voetafdruk 500411002 0.pdf

http://commodityplatform.org/wp/wp-content/
uploads/2012/12/soja-barometer2012_achtergrondrapport1.
pdf

http://www.pbl.nl/sites/default/files/cms/publicaties/
PBL 2012 De Nederlandse voetafdruk 500411002 0.pdf

http://www.taskforceduurzamepalmolie.nl/
Duurzamepalmolie/tabid/2276/language/en-US/Default.aspx

http://www.pbl.nl/sites/default/files/cms/publicaties/
PBL 2012 De Nederlandse voetafdruk 500411002 0.pdf

http://www.taskforceduurzamepalmolie.nl/
Duurzamepalmolie/tabid/2276/language/en-US/Default.aspx

http://www.idhsustainabletrade.com/

http://www.cbs.nl/NR/rdonlyres/70FA5D44-0001-413E-
AB7E-E4BI9CBF125F6/0/2013monitorduurzameagrogrondst
offen.pdf

https://zoek.officielebekendmakingen.nl/stcrt-2012-16777.
html

http://www.nidera.nl/default.aspx?partld=372&CID=522

See CJEU verdict on Britta: http://www.isn.ethz.ch/ Digital-
Library/Publications/Detail/?0ts591=0c54e3b3-1e9c- bele-
2c24-a6a8¢7060233&amp;Ing=en&amp;id=114386

Various sources, incl. Gender Dimensions of Artisanal and
Small-Scale Mining: A Rapid Assessment Toolkit, page 6.
Report commissioned by the World Bank (Gender and
Extractive Industries program and Gender Action Plan),
Washington, USA, 2012. Available at http://siteresources.
worldbank.org/ INTOGMC/Resources/toolkit-web.pdf

CHILD LABOUR IN COCOA FARMING IN COTE D'IVOIRE,
Global March Against Child Labour, 2013

[1]1 EJE 2011. The Deadly Chemicals in Cotton.
Environmental Justice Foundation in collaboration with
Pesticide Action Network UK, London UK; http://wwf.panda.
org/about our earth/about freshwater/freshwater
problems/thirsty crops/ cotton/ [2] EJF The Children behind
Our Cotton.2007
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235.

236.

237.

238.

239.

240.

241.

242.

243.

244,

245.

246.

247

248.

249.

250.

251.

252.

Environmental Justice Foundation, London, UK [3]
International Trade Centre (ITC) Women in cotton: Results of
a Global Survey. Geneva: ITC, 2011.xii, (Technical paper)

GTZ 2009, Leather and Footwear Industry in Vietnam: The
Labour Markets and Gender Impact of the Global Economic
Slowdown on Value Chains, Sustainability in the leather
supply chain. Research on behalf of MVO Nederland. June
2013. http://www.mvonederland.nl/sites/default/files/
executive _summary_sustainability_in_the leather sc

juni_2013.pdf

http://www.bsr.org/CSRResources/HumanRights/
WomensHealth Report.pdf

http://www.verantwoordesoja.nl/deelnemers/

See listed sources in the annex report
Sectoral self-assessment

http://www.vvnh.nl/import_en_exportcijfers

http://www.vvnh.nl/system/files/vvnh_rapportage
monitoring 2013 18juni2014.pdf

http://www.vvnh.nl/system/files/vvnh_rapportage
monitoring 2012 29mei2013.pdf

http://www.vvnh.nl/system/files/
Jaarverslag2012 10jun2013.pdf

http://www.vvnh.nl/system/files/
Jaarverslag2012 10jun2013.pdf

http://www.papierenkarton.nl/papierrecycling

Information provided by the sector for this CSR SRA, KPMG
(2014)

http://vnp.nl/papierkarton/themas/energie/

Information provided by the sector for this CSR SRA, KPMG
(2014)

http://www.vvnh.nl/actieplan_bewust met hout 2010-2015

http://www.bewustmethout.nl/

http://www.probos.nl/images/pdf/rapporten/Rap2013
Duurzaam_geproduceerd hout op de Nederlandsemarkt
in_2011.pdf

Information provided by Probos for this CSR SRA, KPMG
(2014)

© 2014 KPMG Advisory N.V.

253

254,

255.

256.

257

258.

259.

260.

261.

262.

263.

264.

265.

266.

267.

268.

269.

270.

271.

. http://www.tweedekamer.nl/kamerstukken/detail.jsp?id=20
14D17097&did=2014D17097

http://www.idhsustainabletrade.com/timber

http://www.europeansttc.com/

http://www.fsc.nl/eu-sttc.621.htm

http://www.probos.nl/images/pdf/artikelen/DeHoutsplinter
EuropeanSTTC Wijma.pdf

https://www.vwa.nl/onderwerpen/regels-voor-
ondernemers- consumentenartikelen/dossier/hout-
importeren/europese- houtverordening

http://ec.europa.eu/environment/forests/timber_regulation.
htm

http://www.timberchecker.nl/

http://www.unep.org/pdf/RRAlogging_english_scr.pdf

http://www.cmi.no/publications/file/4704-certified-integrity.
pdf

http://www.trouw.nl/tr/nl/4332/Groen/article/
detail/3605174/2014/02/28/IKEA-moet-FSC-houtkeurmerk-
inleveren.dhtml

http://www.probos.nl/images/pdf/kerngegevens/
kerngegevens2013.pdf

Information provided by Probos for this CSR SRA, KPMG
(2014)

http://www.cbs.nl/NR/rdonlyres/70FA5D44-0001-413E-
AB7E-E4BI9CBF125F6/0/2013monitorduurzameagrogrondst
offen.pdf

http://www.vvnh.nl/system/files/
Jaarverslag2012_10jun2013.pdf

http://statline.cbs.nl/StatVWeb/publication/?DM=SLNL&PA=
37221&D1=0&D2=0,11&D3=I&YW=T

http://vnp.nl/papierkarton/themas/energie/

http://www.papierenkarton.nl/duurzaamzaamheid-mvo/
klimaat-uitputting/co2-en-papier

http://vnp.nl/wp-content/uploads/2014/01/1.-Energietransitie-
Papier-businessplan.pdf

© 2014 KPMG Advisory N.V.

272.

273.

274.

275.

276.

277.

278.

279.

280.

281.

282.

283.

284.

http://www.probos.nl/images/pdf/bosberichten/
bosberichten2008-02.pdf

http://www.probos.nl/images/pdf/bosberichten/
bosberichten2008-02.pdf

http://www.probos.nl/images/pdf/bosberichten/
bosberichten2008-02.pdf

http://www.vvnh.nl/actieplan_bewust met hout 2010-2015

http://vnp.nl/papierkarton/statistieken/

http://www.vvnh.nl/system/files/vvnh rapportage
monitoring 2013 18juni2014.pdf

http://www.probos.nl/images/pdf/rapporten/Rap2013
Duurzaam geproduceerd hout op de Nederlandsemarkt

in_2011.pdf

Information provided by Probos for this CSR SRA, KPMG
(2014)

Information provided by Probos for this CSR SRA, KPMG
(2014)

http://vnp.nl/wp-content/uploads/2014/06/Statistieken-
ingekochte-cellulose.pdf

http://vnp.nl/papierkarton/themas/grondstoffen/

Completed SRA questionnaires

http://vnp.nl/wp-content/uploads/2014/01/1.-
Energietransitie- Papierbusinessplan.pdf

285. Agricultural Economic Report (LEB) 2014

286.

287

288.

http://www.rijksoverheid.nl/nieuws/2014/01/17/agrarische-
export-naarrecordhoogte.html

http://www.verantwoordesoja.nl/Content/Files/file/
factsheet soja.pdf

SER final assessment — ICSR initiative

289. Agricultural Economic Report (LEB) 2014

290.

291.

292.

http://www.|to.nl/dossiers/Goed-werkgeverschap

http://www.fairproduce.nl/

http://www.projectenltonoord.nl/content/fairproduce-
paddestoelensector
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293.

294.

295.

296.

297.

298.

299.

300.

301.

302.

303.

304.

305.

306.

307

308.

309.

310.

Report of the workshop for the agricultural and horticultural
sectors, KPMG (2014)

http://www.mensenrechten.nl/publicaties/detail/18123

Report of the workshop for the agricultural and horticultural
sectors, KPMG (2014)

http://www.ucl.ac.uk/ippr/journal/downloads/vol7no2/
flowerindustry

http://www.khrc.or.ke/resources/publications/doc

details/48-wilting-in-bloom-the-irony-of-womens-labour
rights-in-the-cut-flower-sectorin-kenya.html

http://www.ipsnews.net/2013/06/kenyas-flowerfarms-no-
bed-of-roses/

Report of the workshop for the agricultural and horticultural
sectors, KPMG (2014)

edepot.wur.nl/190225

Information provided by stakeholders for this CSR SRA,
KPMG (2014)

edepot.wur.nl/190225

edepot.wur.nl/4983

http://www.kpmg.com/nl/nl/issuesandinsights/
articlespublications/sustainable-insight/
pages/a-roadmap-to-responsible-soy.aspx

http://www.trouw.nl/tr/nl/4332/Groen/article/
detail/3593796/2014/02/10/Alleen-nog-duurzame-soja-is-
stap-te-vervoorvleesindustrie.dhtml

SER final assessment — ICSR initiative
Agricultural Economic Report (LEB) 2014

Information provided by the sector for this CSR SRA, KPMG
(2014)

http://www.compendiumvoordeleefomgeving.nl/
indicatoren/nl0178-Vermesting-en-verzuring % 3A-oorzaken-
en-effecten.html?i=11-60

http://www.compendiumvoordeleefomgeving.nl/
indicatoren/nl0103-Belasting-oppervlaktewateren-emissies-
naarwaterdoorland-—-en-tuinbouw.html?i=11-116

194 | CSR Sector Risk Assessment | SEPTEMBER 2014

311

312.

313.

314.

316.

316.

317

318.

319.

320.

321.

322.

323.

324.

325.

326.

http://www.compendiumvoordeleefomgeving.nl/
indicatoren/nl0183-Verzuring-en-grootschalige-
luchtverontreiniging % 3A-emissies.htm|?i=5-106

http://www.rijksoverheid.nl/documenten-en-publicaties/
convenanten/2014/03/18/convenant-maatregelen-
programma-aanpak-stikstof.html

http://www.vgb.nl/text.php?TEX [D=271

http://www.khrc.or.ke/resources/publications/doc
details/48-wilting-in-bloom-the-irony-of-womens-labour
rights-in-the-cut-flowersectorin-kenya.html

http://www.khrc.or.ke/resources/publications/doc
details/48-wilting-in-bloom-the-irony-of-womens-labour
rights-in-the-cut-flowersectorin-kenya.html

http://www.ucl.ac.uk/ippr/journal/downloads/vol7no2/
flowerindustry

http://www.khrc.or.ke/resources/publications/doc
details/48-wilting-in-bloom-the-irony-of-womens-labour
rights-in-the-cut-flowersectorin-kenya.html

http://www.ucl.ac.uk/ippr/journal/downloads/vol7no2/
flowerindustry

Report of the workshop for the agricultural and horticultural
sectors, KPMG (2014)

http://www.tweedekamer.nl/kamerstukken/detail.jsp?id=20
13D46509&did=2013D46509

http://www.khrc.or.ke/resources/publications/doc
details/48-wilting-in-bloom-the-irony-of-womens-labour
rights-in-the-cut-flower-sectorin-kenya.html

http://jaarverslag.floraholland.com/media/2334603/
FloraHolland-jaarverslag-2012.pdf

http://www.duurzamezuivelketen.nl/content/doelen

http://www.duurzamezuivelketen.nl/sites/default/files/
Sectorrapportage %202013.pdf

http://www.groen.net/Article.aspx?id=6492

Combined presentation & launch of the publication Grip op
grondstoffen during the conference ‘Biomassa als grondstof
voor de industrie’ (Biomass as a raw material for industry)
held on 27 May 2014.

© 2014 KPMG Advisory N.V.

327

328.

329.

330.

331

332.

333.

334.

33b.

336.

337

338.

339.

340.

Combined presentation & launch of the publication Grip op
grondstoffen during the conference ‘Biomassa als grondstof
voor de industrie’ (Biomass as a raw material for industry)
held on 27 May 2014.

http://statline.cbs.nl/StatVWeb/publication/?DM=SLNL&PA=
81156NED&D1=0,2,4-5&D2=77-78,82,90-92,97.102&D3=I&
HDR=G2,G1&STB=T&VW=T

http://statline.cbs.nl/StatVWeb/publication/?DM=SLNL&PA=
81156NED&D1=0,2,4-5&D2=77-78.82,90-92,97.102&D3=I&
HDR=G2,G1&STB=T&YW=T

http://www.rvo.nl/sites/default/files/bijlagen/
Routekaart%20 metallurgische %20industrie %20en %20
gieterijen %20-%20 rapport%20-%20augustus %202011.pdf

http://www.nederlandse-industrie.nl/nieuws/inspanningen-
metaalunie-om-veilig-te-werken-hoog-gewaardeerd-door-

inspectie-szw/

https://www.bxbeter.nl/site

Kanker en gif: de prijs van zeldzame metalen inChina, NRC
(2014)

CBS, International trade, imports and exports

Information provided by the sector for this CSR SRA, KPMG
(2014)

https://milieudefensie.nl/publicaties/rapporten/mining-
matters/

Information provided by Milieudefensie for this CSR SRA,
KPMG (2014)

http://statline.cbs.nl/StatWeb/publication/?DM=SLNL&PA=
70946NED&D1=a&D2=a&D3=I&VW=T

http://statline.cbs.nl/StatVWeb/publication/?DM=SLNL&PA=
70946NED&D1=a&D2=a&D3=I&VW=T

http://statline.cbs.nl/StatWeb/publication/?DM=SLNL&PA=
70946NED&D1=a&D2=a&D3=I&VW=T

341. http://www.rvo.nl/sites/default/files/bijlagen/Routekaart %20

342.

343.

metallurgische % 20industrie % 20en % 20gieterijen % 20-%20

rapport%20-%20augustus %202011.pdf

http://metaalunie.nl/details/energiecentrum-advies-over-
energiebesparing-en-duurzame-energie

http://www.energiecentrum.nl/

© 2014 KPMG Advisory N.V.

344.

345.

346.

347

348.

349.

350.

351.

352.

353.

354.

355.

356.

357

3568.

359.

360.

361.

362.

363.

http://metaalunie.nl/Portals/1/Bestanden/Publicaties/
MKB % 20Metaal %20-%20Metaal % 20zoekt %20
meerwaarde % 20in % 20duurzaam % 20ondernemen %20
-%20mei%202011.pdf
http://www.vnmi.nl/_uploads/1390905358 VNMI -
Nieuwsbrief - 02-2013 Ir_aangepaste versie.pdf

Information provided by the sector for this CSR SRA, KPMG
(2014)

http://somo.nl/publications-en/Publication_3109/at
download/fullfile

http://somo.nl/publications-en/Publication 3248

http://somo.nl/publications-en/Publication 3248

http://www.philips.com/about/investor/financialresults/
annualreports/index.page

http://www.eicc.info/eicc_code.shtml

http://www.idhsustainabletrade.com/electronics-program

http://www.fme.nl/Beleidsthema_s/Milieu Energie
Duurzaam Ondernemen/Content/Klimaat Lucht

http://www.rijksoverheid.nl/bestanden/documenten-en-

publicaties/kamerstukken/2013/11/27/beantwoording-
kamervragen-over-conflict-vrij-tin-initiatief/beantwoording-
kamervragen-over-conflict-vrij-tin-initiatief.pdf

http://solutions-network.org/site-cfti/

http://solutions-network.org/site-cfti/status/

http://solutions-network.org/site-cfti/results/

Report of the workshop for the metal sector, KPMG (2014)

http://www.rijksoverheid.nl/onderwerpen/olie/doorvoervan-
olie

Oil & Gas security (IEA, 2012): http://www.iea.org/
publications/freepublications/publication/
Oil&GasSecurityNL2012.pdf

http://www.ipieca.org/

http://www.vnpi.nl/Default.aspx?pagelD=4

http://www.cbs.nl/nl-NL/menu/themas/industrie-energie/
publicaties/artikelen/archief/2011/2011-3345-wm.htm

SEPTEMBER 2014 | CSR Sector Risk Assessment | 195


http://www.fme.nl/Beleidsthema_s/Milieu_Energie_Duurzaam_Ondernemen/Content/Klimaat_Lucht
http://www.fme.nl/Beleidsthema_s/Milieu_Energie_Duurzaam_Ondernemen/Content/Klimaat_Lucht

ANNEXE/ 08
SOURCES USED (GENERAL)

364. Report of the workshop for the oil and gas sector, KPMG
(2014)

365. CSR questionnaires completed for this CSR SRA
366. http://www.iro.nl

367 http://www.nove.nl/home

368. www.votob.org

369. Report of the workshop for the textiles and clothing sector,
KPMG (2014)

370. Plan van Aanpak Verduurzaming Nederlandse Textiel- en
Kledingsector 1.0 (Action plan for more sustainability in the
Dutch textiles and clothing sector 1.0°).

371. Information provided by the sector for this CSR SRA, KPMG
(2014)

372. http://www.mvonederland.nl/dossier/2/81

373. Food and beverage sector monitor 2013

374. De Nederlandse voetafdruk op de wereld: hoe groot en hoe
diep? PBL, 2012

375. Soy barometer 2012

376. http://www.verantwoordesoja.nl/resultaten/

377. http://www.telegraaf.nl/dft/nieuws dft/22664604/  Fair
Trade-producten helpen _armen niet  .html

378. Information provided by the sector for this CSR SRA, KPMG
(2014)

379. Report of the workshop for the Food and beverage sector,
KPMG (2014)

380. Information provided by the sector for this CSR SRA, KPMG
(2014)

381. http://www.fao.org/docrep/014/mb060e/mb060e.pdf

382. http://www.fnli.nl/var/downloads/var/mediamanager/files/
duurzaamheid/Inventarisatie % 20van % 20bestaand %20
onderzoek % 20naar % 20voedselverspilling.pdf

383. Food wastage monitor, mid-term report, WUR,2013

384. http://fnli.nl/werkgebieden/duurzaamheid/reststromen-en-
verpakkingen.html

196 | CSR Sector Risk Assessment | SEPTEMBER 20714

385. http://www.ilo.org/global/topics/child-labour/lang—en/index.
htm

386. http://www.ilo.org/global/topics/child-labour/lang-en/index.
htm

387 http://humanityunited.org/pdfs/Modern Slavery in_the
Palm_Qil_Industry.pdf

388. http://www.taskforceduurzamepalmolie.nl/Portals/4/
download/TaskForceDuurzamePalmolie-JR2012-

Samenvatting.pdf

389. http://www.taskforceduurzamepalmolie.nl/Portals/4/
download/TaskForceDuurzamePalmolie-rapportage2013v2.

pdf

390. http://www.taskforceduurzamepalmolie.nl/Portals/4/
download/TaskForceDuurzamePalmolie-JR2012-

Samenvatting.pdf

391. http://www.rspo.org/sites/default/files/RSPO %20
Principles %20& % 20Criteria.pdf

392. http://www.idhsustainabletrade.com/cocoa

393. http://www.idhsustainabletrade.com/fruitengroenten-sifav-
program

394. http://www.knvkt.nl/werkvelden/duurzaamheid/duurzame-
ontwikkeling-in-de-koffieketen/oorsprong

395. Information provided by the sector for this CSR SRA, KMPG
(2014)

396. http://www.verantwoordesoja.nl/resultaten/

397 http://www.taskforceduurzamepalmolie.nl/Portals/4/
download/TaskForceDuurzamePalmolie-JR2012-

398. De Nederlandse voetafdruk op de wereld: hoe groot en hoe
diep? PBL, 2012

399. http://www.wri.org/blog/2014/06/high-water-stress-
jeopardizes-one-third-world % E2 %80 %99s-corn-crop?utm
source=linkedin.com&utm medium=wri-group&utm
campaign=socialmedia

400. WWEF (2013) Criteria 2050, personal communication, WWF
International

401. De Nederlandse voetafdruk op de wereld: hoe groot en hoe
diep? PBL, 2012

© 2014 KPMG Advisory N.V.

402. De Nederlandse voetafdruk op de wereld: hoe groot en hoe
diep? PBL, 2012

403. http://www.noordzee.nl/actueel/nieuws/record-aantal-
schepen-in-2012-naar-sloopstranden-van-azie/

404. http://www.shipbreakingplatform.org/

405. Report of the workshop for the Food and beverage sector,
KPMG (2014)

406. Annex to the consultation document FNV indicators and
sources , KPMG (2014)

© 2014 KPMG Advisory N.V.

SEPTEMBER 2014 | CSR Sector Risk Assessment | 197


http://www.telegraaf.nl/dft/nieuws_dft/22664604/___Fair_Trade-producten_helpen_armen_niet___.html
http://www.telegraaf.nl/dft/nieuws_dft/22664604/___Fair_Trade-producten_helpen_armen_niet___.html

Contact

KPMG Netherlands

Climate Change &
Sustainability Practice

Bernd Hendriksen
T: +31 (0)20 656 4500
E: hendriksen.bernd@kpmg.nl

Jerwin Tholen
T: +31 (0)20 656 4500
E: tholen.jerwin@kpmg.nl

www.kpmg.nl

© 2014 KPMG Advisory N.V.,, registered in the Dutch trade register under number 33263682, is a subsidiary of KPMG Europe

LLP and a member of the KPMG network of independent member firms affiliated with KPMG International Cooperative (‘KPMG
International’), a Swiss entity. All rights reserved. Printed in the Netherlands. The KPMG name, logo and ‘cutting through complexity”
are registered trademarks of KPMG International.

The information in this document is of a general nature and is not intended to address the specific circumstances of any particular
individual or entity. Although we endeavour to provide accurate and timely information, there can be no guarantee that such
information is accurate as of the date it is received or that it will continue to be accurate in the future. We therefore advise you not to
act on such information without appropriate expert advice after a thorough examination of the particular situation.


mailto:hendriksen.bernd%40kpmg.nl?subject=Rapport%20MVO%20Sector%20Risico%20Analyse
mailto:tholen.jerwin%40kpmg.nl?subject=Rapport%20MVO%20Sector%20Risico%20Analyse
http://www.kpmg.nl

