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Appendix B: The Business Relationship Cycle 
and the UN Guiding Principles 

Embedding

The Guiding Principles recognise that there are often different parts of a company that 
can play a role in having a positive or negative impact on human rights. This is a prime 
reason why the Guiding Principles call for a statement of policy that is approved at the 
most senior level of the company.131 Effective embedding requires that responsibility 
for addressing human rights impacts is assigned to the appropriate levels and functions 
within the company, supported by internal decision making processes, budget allocations 
and oversight. Embedding should also help ensure internal coherence to reduce the 
chance that different parts of the organisation are working at cross-purposes to each 
other and to company policies, including a human rights policy. Appropriate incentives 
and disincentives can reinforce coherence across company operations and out into 
business relationships if they are aligned with company policies, including around a 
human rights policy. That coherence does not stop at the company gate – the Guiding 
Principles deliver the clear message that coherence and consistency on human rights 
should extend as far as a company’s direct linkages do. 

Selecting and Starting a Relationship

The Guiding Principles recognise that the start of a relationship is often an opportune 
moment for addressing human rights issues with business partners and that setting 
and communicating expectations early permits all parties to structure the contractual 
relationship as needed to address potential human rights issues.132 Business partners 
may also already be addressing human rights issues as part of their own responsibility 
to respect, so communication can and should go both ways.133 The Guiding Principles 
highlight that human rights due diligence can be folded into broader enterprise risk 
management systems, provided that it goes beyond simply identifying and managing 
risks to the company itself, to include risks to potentially affected stakeholders.134 Not 
all human rights will be applicable to the relationship, but it is the assessment process 
itself that is used to determine that, narrowing down the issues for consideration based 
on analysis within the assessment process.135 The depth and scope of human rights 
due diligence should be commensurate with the significance and severity of possible 
or actual harm.136 Where vulnerable individuals or groups may be involved, the due 
diligence process should pay particular attention to any negative impacts on them.137 

131 Guiding Principle 16.

132 Guiding Principles 16 and 17.

133 Guiding Principle 14.

134 Guiding Principle 17.

135 Guiding Principle 17 and see: International Organisation of Employers, “Guiding Principles on Business 
and Human Rights: Employers Guide,” (2011), p. 5.

136 Guiding Principles 14 and 24.

137 Guiding Principle 12.



172
State of Play: The Corporate Responsibility to Respect Human Rights in Business Relationships

As the risks concern people, it is the people potentially affected who should be involved 
in discussions around the possible impacts and ways to deal with the impacts, working 
with business partners to ensure that relevant stakeholders or experts are consulted as 
appropriate.138 

The Guiding Principles also recognise that if a company needs to prioritise its attention 
to human rights among relationships because it has such a large number of entities in 
its value chain, the most significant human rights risks should be prioritised. Taking 
a risk-based approach to prioritisation will require some initial assessment to identify 
the greatest areas of potential risk based on relevant factors such as the country of 
operation of the relationship, the sector, and the nature of the operations.139 In all cases, 
potentially severe human rights impacts, and in particular the risk of involvement in 
gross human rights abuses, should be pushed to the top of the list of potential or actual 
human rights impacts to address first and addressed in the same way that companies 
would address other legal compliance issues.140 

Formalising the Relationship

The Guiding Principles recognise that the contract between business partners is an 
opportune place for communicating and addressing human rights issues with business 
partners.141 Standard clauses on compliance with all applicable laws and respect for 
internationally recognised human rights can help set important baseline expectations 
for the partnership. If involvement in gross human rights abuses is possible, the contract 
is an important place to set out actions to avoid such abuses.142 

Operating and Managing the Relationship

One of the clear key messages of the Guiding Principles is that human rights due 
diligence is as much about managing on-going human rights impacts throughout a 
relationship as it is about getting the initial assessment of human rights issues in the 
relationship right. The Guiding Principles recognise that situations are dynamic so 
management and monitoring of situations should be as well.143 The Guiding Principles 
link expected responses to each partner’s involvement in the impact.144 They very 
specifically moved away from an earlier version of gauging business responsibility by its 
proximity or leverage or sphere of influence, and instead set out an approach whereby 
responsibility is determined by the impact of an enterprise’s activities on others, not by 

138 Guiding Principles 12 and 18.

139 Guiding Principle 17.

140 Guiding Principle 23.

141 Guiding Principle 17.

142 Guiding Principle 23.

143 Guiding Principle 18.

144 Guiding Principle 17.



173

leverage.145 If a company does not have enough leverage over its business partner to 
persuade them to cease and remediate negative human rights impacts, the answer is 
that leverage must be increased or other choices made about the relationships, not that 
responsibility is diminished.146 Leverage becomes a way of exercising the responsibility 
to respect, rather than determining it. 

The Guiding Principles also highlight the importance of accountability for addressing 
human rights impacts and note that engagement plays an important role – with 
stakeholders and experts in preparing and conducting assessments, with stakeholders 
on feedback about managing on-going impacts, and with potential victims about 
grievances.147 The Guiding Principles make the point that communication does not 
have to be complicated, but that communication and consultation is vital – without 
it, companies cannot show that they and business partners are taking actions and 
stakeholders have little basis to understand and assess what is going on.148 When a 
business is directly linked to another business partner’s negative impacts, but did not 
contribute, the responsibility for addressing the grievance falls to the business partner. 
However, the Guiding Principles also take a pragmatic approach, noting that grievance 
mechanisms can be a valuable avenue for addressing concerns and resolving issues and 
therefore business partners may choose to engage in the process.149

Ending or Renewing the Relationship

Following the central concept that human rights considerations come into play throughout 
a relationship, the Guiding Principles draw attention to the human rights considerations 
of terminations.150 They also specifically contemplate that human rights abuses may 
be the specific reason for termination where a company may be involved in negative 
human rights abuses through a relationship and cannot persuade its business partner 
to cease such abuses and provide remediation. The pragmatic approach of the Guiding 
Principles recognises that there may be situations where companies have few options 
in finding other business partners, but that situation does not absolve the company of 
responsibility – instead, the Guiding Principles highlight that companies should seek to 
increase their leverage over the business partner or be ready to bear the consequences 
of association with the abuse.151 

145 “Clarifying the Concepts of ‘Sphere of influence’ and ‘Complicity’ Report of the Special Representative of 
the Secretary-General on the Issue of Human Rights and Transnational Corporations and other Business 
Enterprises, John Ruggie*” Summary, para 18. http://198.170.85.29/Ruggie-companion-report-15-
May-2008.pdf, A/HRC/8/16 15 May 2008.

146 Guiding Principle 19.

147 Guiding Principle 21.

148 Guiding Principle 21.

149 Guiding Principle 22.

150 Guiding Principle 19.

151 Guiding Principle 19.

http://198.170.85.29/Ruggie-companion-report-15-May-2008.pdf
http://198.170.85.29/Ruggie-companion-report-15-May-2008.pdf
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