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1. Introduction

In recent decades, the transnational activities of corpo-
rations have expanded immensely, increasing both the
positive and negative impacts on workers, local com-
munities and individuals. Corporate supply chains are
often long and opaque. Business and legal structures
have become increasingly complex with large corpora-
tions being split into a multitude of subsidiaries and
other entities. Collecting, analyzing and disclosing
information on the impact of business operations on
human rights and the environment throughout the
whole company and with regard to business partners is
not only vital for corporate decision-making. It is also
vital to ensure that affected people and communities
have access to remedy for loss and damage caused by
business operations.
In the absence of robust global regulation and extra-
territorial application of national laws, civil society
organizations are often looked upon to perform a
‘watchdog’ role, by monitoring the activities and behav-
iour of corporations and addressing negative impacts of
their operations on human rights and the environment.
In a recent policy document, the Dutch Minister for
Foreign Trade and Development Cooperation Ploumen
stressed the importance of the ability of civil society
organizations to signal concerns and address them
appropriately through corporate engagement, public
campaigns, legal actions and other non-judicial means of
conflict resolution.1 It is clear that civil society organiza-
tions can only perform this task if they have the relevant
information as described above, as well as information
about companies’ structures, ownership, employment
relationships, and internal group rules, so that the
appropriate responsible director, employer or corporate
entity can be addressed.
At present, this kind of information is not or insuffi-
ciently provided by companies. The few companies that
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1. Ministerie van Buitenlandse Zaken, Beleidsnota ‘Wat de wereld ver-
dient: Een nieuwe agenda voor hulp, handel en investeringen’, 5 April
2013.

produce CSR reports2 often do not provide the relevant
information needed to assess the company’s social, envi-
ronmental and human rights impact, and decision-mak-
ing and ownership structures needed to identify respon-
sibilities. CSR reports are often highly inconsistent and
therefore hard to compare.

2. The Need for Non-financial
Information

The four cases below make clear why it is important
that companies disclose non-financial information, as
well as information on corporate structures, ownership
and internal decision-making.

2.1 Case 1: Rana Plaza
On 24 April 2013, an eight-story commercial building,
Rana Plaza, collapsed near Dhaka, the capital of Bangla-
desh. It appeared to be one of the world’s worst indus-
trial accidents. More than 1,100 people, many of them
garment workers, died; approximately 2,500 injured
people were rescued from the building alive. The build-
ing’s owners had been warned that the building was
unsafe. They reportedly responded by threatening to
fire people who did not carry on working as usual.
When translating this tragedy into human rights terms,
it can be concluded that basic human rights (of many)
have been violated: the right to life, the right to physical
integrity, the right to health and safety at work and the
right to an adequate standard of living for those who
have lost their income.
Obviously, much of the blame lies with the Bangladeshi
government, which did not enforce the national build-
ing code in a proper way. However, the spotlight is also
on the multinational clothing retailers and their suppli-
ers in the Bangladesh garment industry. Did the multi-
national retailers conduct a human rights risk assess-
ment before buying from the Bangladesh industry?
Have they engaged with their suppliers to mitigate any
risks found? Rana Plaza makes clear that multinationals
need to disclose such information before they start
doing business abroad. This will enhance internal deci-

2. At present only 2,500 of the 42,000 large companies based in the EU
report on non-financial issues, Commission Staff working document
executive sumary of the impact assessment, accompanying the docu-
ment Proposal for a Directive of the European Parliament and of the
Council amending Council Directives 78/660/EEC and 83/349/EEC as
regards disclosure of non-financial and diversity information by certain
large companies and groups, <http://eur-lex.europa.eu/LexUriServ/
LexUriServ.do?uri=SWD:2013:0128:FIN:EN:HTML>.
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sion-making and provide stakeholders – workers, share-
holders, investors, consumers and civil society – the
possibility to engage in risk assessment and provide ear-
ly warnings before things go wrong.

2.2 Case 2: Flexibilization of Labour in Global
Production Chains

Increasingly complex and opaque corporate structures
also make it difficult to identify responsible entities and
individuals within a corporation. SOMO’s November
20123 briefing paper on temporary agency work in the
electronics sector identified temporary contracts and
agency labour as one of the most pressing challenges in
the sector. As a result of this trend, owners and manage-
ment of factories producing electronics in emerging and
developing countries are often no longer the direct
employers of factory workers. The ultimate owner of
the production unit may be a distant investment fund,
and the employer may be an employment agency with
little interest in the working conditions in the factory.
As a result, workers face increasing difficulties in ensur-
ing that their basic rights, such as freedom of associa-
tion, are respected.

2.3 Case 3: Shell Holds the Cards Vis-à-vis
Nigerian Farmers

A third example concerns four Nigerian farmers and the
Dutch NGO Milieudefensie, who filed a case against
Royal Dutch Shell (RDS) and its Nigerian subsidiary
Shell Petroleum Development Company of Nigeria
(SPDC) before The Hague district court (court decision
on 30 January 2013). The plaintiffs claimed that Shell
had destroyed their livelihoods by oil pollution from
leaking pipelines. The plaintiffs had to substantiate their
claim that the oil company was liable by proving that the
oil spills were due to operational failure, not to sabotage.
This appeared to be an impossible task. In considering
the claim, the court had to rely on Shell’s own oil-spill
investigation reports. Research by Amnesty Internation-
al has exposed serious flaws in the oil-spill investigation
process in Nigeria.4 The farmers had requested access to
documents held by Shell, which they thought were vital
in supporting their claims. However, under Dutch dis-
closure rules,5 in order to obtain the requested docu-
ments from Shell, the farmers had to prove their claim
before the court hearings started. Their request for the
documents was denied. Although the farmers were able
to present some evidence that challenged Shell’s sabo-

3. <http://somo.nl/publications-nl/Publication_3892-nl>.
4. ‘Oil Spill Investigations in the Niger Delta’, Amnesty International Mem-

orandum, September 2012, <www.amnesty.org/en/library/asset/
AFR44/042/2012/en/85acee6e-4695-4293-9060-d64925aa5f87/
afr440422012en.pdf>.

5. Art. 843a Dutch Code of Civil Procedure.

tage claims, this was insufficient to substantiate their
claim.6
The position taken by the The Hague district court in
this case raises the question whether there is a level-
playing field regarding access to information between
poor communities affected by corporate operations and
powerful, well-resourced multinationals.

2.4 Case 4: Mailbox Companies
SOMO has done research into mailbox companies that
incorporate in the Netherlands in order to avoid paying
taxes. In addition to depriving developing country gov-
ernments of much-needed revenue, questions have also
risen as to whether and where the company owners can
be held to account for negative impacts that they may
have caused. Recently, members of the Dutch Parlia-
ment asked the responsible minister if she believes that
the approximately 24,000 mailbox companies incorpora-
ted in the Netherlands are complying with the OECD
Guidelines for Multinational Enterprises. They also
questioned the minister regarding the lack of publicly
available information concerning the activities and own-
ership structures of these mailbox companies as an
obstacle for citizens to file complaints against them at
the Dutch National Contact Point for the OECD
Guidelines.

3. What Information Should Be
Disclosed?7

First, there is a clear lack of transparency concerning
multinationals’ organizational and legal structures as
well as their operations worldwide. In order to ensure
that companies are held accountable for loss or damage
they cause or contribute to, it is essential to know who is
responsible for what within corporate groups. The
information on organizational and legal structures pro-
vided in annual reports and corporate websites is overly
simplified and ultimately insufficient.
Second, there is a clear lack of transparency concerning
the impact of business operations on human rights and
the environment. Most corporate CSR reports merely
mention the company’s CSR policies and philanthropic
activities, as well as ‘CSR successes’ like reduction of
the company’s CO2 emissions. However, non-financial
reporting must go beyond this.
Internationally accepted standards like the UN Guiding
Principles on Business and Human Rights (UNGPs)

6. The court decided in favour of one of the plaintiffs, stating that Shell
Nigeria had breached its duty of care in that case by failing to take rea-
sonable action to prevent third parties tampering with oil wells and
causing oil spills. Shell has to pay compensation to the affected farmer.
The judgments of the district court of The Hague have been published
under the LJN-numbers BY9845, BY9850, BY9854,
<www.rechtspraak.nl>.

7. The information in this section is (also) based on ‘Corporate non-
financial reporting’, Amnesty International position paper, April 2013
and ‘EU legislation on non-financial reporting by companies’, European
Coalition for Corporate Justice (ECCJ).
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and the OECD Guidelines for Multinational Enterpri-
ses call on companies to respect human rights and the
environment and to disclose information that is necessa-
ry for stakeholders to understand the business’s impact
on the environment and human rights. Paragraph 21
(commentary) of the UNGPs states, ‘The reporting
should cover topics and indicators concerning how
enterprises identify and address adverse impacts on
human rights.’ The UNGPs and the OECD Guidelines
call for corporations to conduct human right due dili-
gence and define this as ‘assessing actual and potential
human rights impacts, integrating and acting upon the
findings, tracking responses as well as communicating
how impacts are addressed.’8 Non-financial disclosure
should also include risks associated with a company’s
supply chain and key business relationships, such as
subsidiaries and joint ventures.9
In our opinion, non-financial disclosure should also
include the publication of environmental and social
(including human rights) impact assessments and man-
agement plans to mitigate the risks. Furthermore, com-
panies should report on all significant incidents where
their operations caused or contributed to human rights
abuses or environmental damage. They should provide
sufficient information to enable independent verifica-
tion. To assess what can be considered a ‘significant
incident,’ companies need to clearly define – based on
severity and scope of impact – what incidents will be
reported on. Such prioritization, including methodology
and decision-making, must be made public.

3.1 EU Legislation on Disclosure of Non-
financial Information

On 16 April 2013, the European Commission adopted a
proposal for a directive enhancing the transparency of
large companies on social and environmental matters.10

Companies concerned will need to disclose information
on policies, risks and results regarding environmental
matters, social and employee-related aspects, respect for
human rights, anti-corruption and bribery issues and
diversity on the boards of directors.
This is an important step toward ensuring that Europe-
an companies function transparently and accountably
wherever they operate. However, the approach adopted
by the proposal is too flexible. The current proposal
does not give enough guidance to companies on what
topics they should report on or what standards they
should apply in their reporting. The proposal also fails
to provide tools for enforcing reporting requirements.

8. UNGP 17, OECD Guidelines, IV Human Rights, para. 45 Commentary
on Human Rights.

9. The UNGP state that companies ‘should identify and assess any actual
or potential adverse human rights impacts with which they may be
involved either through their own activities or as a result of their busi-
ness relationships’ (principle 18). In certain sectors, such as minerals,
clothing and footwear, the identification of risks and negative impacts
across the supply chain will be central to a company’s ability to respect
human rights and the environment.

10. <http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=COM:2013:
0207:FIN:EN:PDF>.

Consequently, companies can choose what to report and
what to exclude.

4. Conclusion

It is time for multinationals to listen to the increasing
public demand for more transparency, both on their
organizational and legal structures, and on the impact of
their operations on human rights and the environment.
Some companies argue that a mandatory requirement to
disclose non-financial information constitutes an undue
administrative and financial burden. However, compa-
nies which properly analyze and disclose non-financial
information increase their competitiveness, benefit from
cost savings, gain easier access to capital and enjoy
increased stability and a better reputation.11

In addition to the EU proposal for a directive on non-
financial reporting, EU authorities should provide fur-
ther guidance on the selection and presentation of the
information, including a standard format and common
and sector-specific key performance indicators. States
should take appropriate measures to enforce reporting
rules.
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