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Professional Certificate in Supply Chain Human Rights Regulations

Risk Assessment and Due Diligence

Risk assessment is the systematic process of identifying, analysing, and evaluating potential events that
could negatively affect the achievement of an organisation’s objectives, particularly in relation to human
rights within the supply chain. The purpose is to anticipate problems before they materialise, allowing the
company to allocate resources efficiently and develop mitigation strategies. A typical risk assessment begins
with a broad scan of the supply network, followed by a narrowing focus on high‑risk areas identified
through criteria such as geography, sector, and labour practices. For example, a garment manufacturer
sourcing cotton from a region known for forced labour would be flagged for deeper investigation. The
outcome of the assessment is usually expressed in a risk matrix that plots the likelihood of an adverse event
against its potential impact, producing a risk rating that guides prioritisation.

Due diligence refers to the set of actions taken to identify, prevent, mitigate, and account for how an
organisation addresses its adverse human rights impacts. In the context of supply chains, due diligence is an
ongoing, iterative process that integrates risk assessment findings with continuous monitoring, reporting,
and remediation. The concept gained international prominence through the United Nations Guiding
Principles on Business and Human Rights (UNGPs), which outline three pillars: the state duty to protect
human rights, the corporate responsibility to respect human rights, and the need for effective remedy
mechanisms. A practical illustration of due diligence is a multinational electronics firm that, after identifying
child labour risks in its mineral extraction tier, implements supplier audits, capacity‑building workshops, and
a grievance mechanism to remediate any violations.

The term materiality describes the threshold at which a human rights impact becomes significant enough to
warrant attention and action. Materiality is context‑specific; an issue that is material for a small apparel
brand may be immaterial for a large diversified conglomerate with extensive resources. Determining
materiality involves stakeholder consultation, impact severity analysis, and alignment with international
standards. For instance, the use of conflict minerals may be material for a company whose products contain
a high proportion of such components, but not material for a firm whose supply chain is largely free of
those materials.

Supply chain mapping is the visual or data‑driven representation of the flow of goods, services, and
information from raw material extraction to final product delivery. Mapping is essential for risk assessment
because it reveals the layers of suppliers (often referred to as tiers) and the points at which human rights
risks may arise. Tier‑1 suppliers are those directly contracted by the purchasing company; tier‑2 suppliers
provide goods or services to tier‑1 suppliers, and so on. In many cases, human rights violations are
concentrated in lower tiers, where visibility is limited. A detailed map might show that a retailer sources
leather from a tier‑2 tannery in a region with documented forced labour, prompting targeted due diligence
activities.

The concept of tier is critical for understanding the depth of supply chain oversight. While many companies
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focus on tier‑1 compliance, the UNGPs and various national legislation require extending due diligence to
at least tier‑2, and often further, depending on the risk profile. Extending oversight to deeper tiers presents
challenges such as language barriers, limited data availability, and reduced contractual control. Companies
often mitigate these challenges by leveraging industry platforms, third‑party data providers, and
collaborative initiatives that share risk information across competitors.

Stakeholder engagement is the process of consulting with individuals and groups who may be affected by
or have an interest in the company’s supply chain activities. Engaging with workers, trade unions, NGOs,
local communities, and government agencies provides valuable insights into on‑the‑ground conditions that
may not be evident through desk‑based research. Effective engagement is characterised by transparency,
inclusiveness, and responsiveness. For example, a food producer may hold focus groups with farmworkers
to understand wage concerns, thereby uncovering issues that were not captured in supplier self‑assessment
questionnaires.

Grievance mechanism is a formal channel through which individuals or communities can raise concerns
about human rights violations linked to a company’s supply chain. An effective mechanism must be
accessible, predictable, equitable, transparent, rights‑compatible, and a source of remedy. The mechanism
may include hotlines, online portals, or local community liaison officers. When a grievance is lodged, the
company follows a predefined process: receipt, assessment, investigation, remediation, and follow‑up. A
practical example is a textile firm that receives a complaint about unsafe working conditions at a
subcontractor; the grievance mechanism triggers an on‑site audit, corrective action plan, and compensation
for affected workers.

Remediation refers to the actions taken to correct a human rights violation and to provide appropriate
remedy to the victims. Remediation can be direct, such as paying back wages, or indirect, such as improving
safety equipment. The principle of remediation is rooted in the UNGPs, which state that victims must receive
remedy that is appropriate to the nature of the violation. A challenge in remediation is ensuring that the
solution is not merely a one‑off fix, but that it addresses the underlying systemic issues that allowed the
violation to occur.

Mitigation is the set of measures designed to reduce the likelihood or severity of identified risks. Mitigation
strategies may include supplier training, contract clauses that require compliance with human rights
standards, capacity‑building initiatives, and the adoption of technology for better traceability. For instance,
a coffee company may mitigate deforestation risk by requiring its coffee growers to adopt certified
sustainable farming practices and providing technical assistance to achieve certification.

Root cause analysis is a systematic method used to identify the fundamental reasons why a human rights
violation occurred. Rather than treating symptoms, root cause analysis seeks to uncover underlying systemic
factors such as inadequate governance, lack of incentives, or cultural norms. Techniques such as the “5
Whys” or fishbone diagrams are commonly employed. An example would involve investigating why a
supplier failed to pay overtime wages: the analysis might reveal that the supplier’s cost‑cutting pressures,
combined with weak enforcement of labour laws, created an environment where overtime was
systematically underpaid.
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Proportionality is a principle that dictates that the response to a identified risk should be commensurate
with the severity of the risk. Over‑reacting to low‑risk issues can waste resources, while under‑reacting to
high‑risk issues can lead to significant harm. Proportionality is often applied when designing audit
frequency, deciding on the depth of supplier engagement, or allocating remediation budgets. For example,
a company may conduct annual audits for high‑risk suppliers but only biennial checks for low‑risk partners.

Transparency in supply chain due diligence means openly communicating policies, processes, findings, and
actions to internal and external stakeholders. Transparency builds trust, facilitates accountability, and can
improve the effectiveness of remediation. Companies often publish annual sustainability reports, disclose
supplier lists, and share audit outcomes (with appropriate confidentiality safeguards). A challenge to
transparency is balancing the need to protect confidential commercial information with the demand for
public disclosure.

Traceability is the ability to track a product or component back through each stage of the supply chain to its
origin. Traceability tools range from simple spreadsheet tracking to advanced blockchain solutions. High
traceability improves risk assessment accuracy because it reduces information asymmetry. For instance, a
footwear brand using blockchain to record the origin of leather can quickly identify whether a batch
originated from a region with documented forced labour, enabling rapid response.

Audit is a systematic, independent examination of a supplier’s compliance with defined standards, such as a
code of conduct or international labour conventions. Audits can be announced or unannounced, internal or
external, and may focus on specific risk areas. While audits are a common tool, they have limitations: they
provide a snapshot in time, may be subject to “audit fatigue,” and can be manipulated if not properly
designed. To enhance effectiveness, audits are increasingly complemented by continuous monitoring,
worker interviews, and third‑party verification.

Self‑assessment questionnaire (SAQ) is a document completed by suppliers that provides information on
their policies, practices, and compliance status. SAQs are useful for gathering large volumes of data quickly,
but they rely on the honesty and capacity of the supplier to provide accurate information. An SAQ might
ask a supplier to confirm whether they have a written policy on forced labour, the number of workers
covered by a collective bargaining agreement, and the frequency of health‑and‑safety inspections.
Companies often use SAQ responses as a screening tool before deciding on deeper due diligence steps.

Third‑party verification involves an independent organisation reviewing and confirming the accuracy of a
supplier’s claims or audit findings. Verification adds credibility and reduces the risk of bias. Common
third‑party verifiers include certification bodies (e.g., Fairtrade, Rainforest Alliance) and specialised audit
firms. However, reliance on a single verifier can create “single‑source” risk; therefore, many companies
diversify their verification partners and cross‑check results.

Policy is a formal statement of the company’s commitments and expectations regarding human rights in its
supply chain. Policies set the tone at the top, guide internal decision‑making, and serve as a reference point
for external stakeholders. A robust policy typically references international standards (e.g., UNGPs, ILO
conventions), defines the scope of due diligence, and outlines the company’s remediation approach. The
policy must be communicated throughout the organisation and integrated into supplier contracts.
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Code of conduct is a more detailed set of behavioural expectations derived from the overarching policy. It
translates high‑level commitments into specific requirements for suppliers, such as prohibitions on child
labour, mandatory wage floors, and health‑and‑safety standards. Suppliers are often required to sign the
code, making it a contractual obligation. Enforcement mechanisms may include corrective action plans,
penalties, or termination of contracts for non‑compliance.

Compliance in the supply chain context means meeting the legal and contractual obligations related to
human rights. Compliance can be measured through audits, self‑assessment data, and regulatory reporting.
However, compliance alone does not guarantee respect for human rights, as it focuses on minimum
standards rather than the broader concept of responsibility. Companies therefore adopt a compliance‑plus
approach, integrating compliance checks with proactive risk mitigation.

Legal risk is the potential for loss arising from violation of laws and regulations. In the supply chain, legal
risk includes exposure to fines, sanctions, and litigation related to labour standards, environmental
regulations, and anti‑corruption statutes. Recent developments, such as the EU’s Mandatory Human Rights
Due Diligence Directive and the US Uyghur Forced Labour Prevention Act, have heightened legal risk for
companies with complex global supply chains.

Reputational risk refers to the potential damage to a company’s brand and stakeholder relationships due to
perceived human rights violations. Reputational damage can lead to loss of market share, investor
divestment, and difficulty attracting talent. Social media amplification means that even a single incident can
rapidly spread, prompting the need for proactive monitoring and rapid response strategies.

Operational risk is the risk of loss resulting from inadequate or failed internal processes, people, and
systems. In supply chain human rights due diligence, operational risk may manifest as insufficient data
collection, inadequate training of procurement staff, or failure to follow up on audit findings. Managing
operational risk requires robust internal controls, clear responsibilities, and regular performance reviews.

Strategic risk involves the potential for a company’s long‑term objectives to be undermined by external
trends, such as shifting consumer expectations for ethical sourcing or emerging regulations mandating due
diligence. Companies that ignore strategic risk may find themselves uncompetitive or forced to make costly
retroactive adjustments. Incorporating human rights considerations into strategic planning helps align
business goals with societal expectations.

Systemic risk is the risk of widespread disruption caused by interdependent failures within the supply chain
or broader economic system. For example, a pandemic that shuts down factories in a key region can amplify
human rights risks, as workers may face wage cuts, unsafe working conditions, or forced overtime.
Understanding systemic risk requires scenario analysis and contingency planning.

Indirect risk refers to risks that arise not from the direct activities of a supplier, but from the broader context
in which it operates, such as the political environment, legal framework, or cultural practices. Indirect risks
are often harder to anticipate but can be significant. A supplier operating in a country with weak labour law
enforcement may be more likely to experience forced labour incidents, even if the supplier itself has strong
internal policies.
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Primary risk is the immediate risk directly linked to a specific activity, such as the use of child labour in a
mining operation. Primary risks are usually the focus of initial risk assessments because they are more visible
and have clearer cause‑effect relationships.

Secondary risk is the risk that emerges as a consequence of a primary risk, such as community displacement
resulting from a mining operation that employed child labour. Secondary risks may be less obvious but can
have substantial human rights impacts, requiring a broader lens during due diligence.

Risk matrix is a visual tool that plots risk likelihood on one axis and impact severity on the other, creating a
grid that helps prioritise which risks require immediate attention. The matrix typically categorises risks as
low, medium, high, or critical. Using a risk matrix enables decision‑makers to allocate resources efficiently
and to track risk evolution over time.

Likelihood measures the probability that a specific adverse event will occur. Likelihood can be expressed
qualitatively (e.g., unlikely, possible, likely) or quantitatively (e.g., probability percentage). Estimating
likelihood often involves reviewing historical data, industry benchmarks, and expert judgement.

Severity captures the potential impact of an adverse event on affected individuals, communities, or the
business itself. Severity assessment considers factors such as the number of people affected, the depth of
harm (e.g., physical injury versus psychological trauma), and the duration of the impact.

Risk rating combines likelihood and severity into a single score that facilitates ranking. Many organisations
use a 1‑5 or 1‑9 scale, with higher numbers indicating greater risk. The risk rating informs the frequency of
monitoring, the depth of due diligence, and the intensity of remediation efforts.

Risk appetite is the amount and type of risk an organisation is willing to accept in pursuit of its objectives.
Risk appetite is set by senior leadership and reflected in policies, governance structures, and performance
metrics. A company with a low risk appetite for forced labour will invest more heavily in supplier screening
and continuous monitoring.

Risk tolerance defines the acceptable deviation from the risk appetite. While risk appetite is a strategic
concept, risk tolerance is operational, guiding day‑to‑day decisions. For example, a procurement team may
have a tolerance of up to 5 % of spend with suppliers that have a medium‑risk rating, provided that
remediation plans are in place.

Continuous improvement is an ongoing effort to enhance processes, performance, and outcomes. In the
context of human rights due diligence, continuous improvement involves regularly updating risk
assessment methodologies, refining audit tools, expanding stakeholder engagement, and incorporating
lessons learned from remediation cases.

Monitoring is the systematic collection and analysis of data to track the effectiveness of risk mitigation and
remediation actions. Monitoring can be proactive (e.g., real‑time sensor data on working conditions) or
reactive (e.g., follow‑up audits after a grievance). Effective monitoring provides early warning signals and
informs corrective actions.
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Reporting is the communication of due diligence findings, actions taken, and results achieved to internal
and external audiences. Reporting formats include sustainability reports, ESG disclosures, and regulatory
filings. High‑quality reporting should be accurate, timely, comparable, and verifiable.

Corrective action plan (CAP) outlines the specific steps a supplier must take to address identified
non‑compliances. A CAP typically includes responsibilities, timelines, resources, and performance indicators.
Successful CAP implementation requires close collaboration between the buying company and the supplier,
as well as verification of completed actions.

Supply chain mapping is reiterated here to emphasise its role as the foundation for risk identification.
Mapping may be conducted using GIS software, supplier databases, or collaborative platforms that allow
suppliers to self‑populate their tier information. Accurate mapping reduces blind spots and enables
targeted due diligence.

Data collection is the process of gathering information needed for risk assessment, monitoring, and
reporting. Data sources include supplier questionnaires, audit reports, satellite imagery, news monitoring
services, and third‑party databases. Ensuring data quality—accuracy, completeness, and timeliness—is
essential for reliable risk analysis.

Verification confirms that the data collected reflects reality. Verification methods include site visits,
cross‑checking with public records, and using independent third‑party auditors. Verification is distinct from
validation, which assesses whether the data collection methodology is appropriate for the intended
purpose.

Validation evaluates whether the tools and processes used to collect data are fit for purpose. For example, a
questionnaire designed to assess wage compliance must be validated to ensure that it captures both base
pay and overtime, accounting for local legal definitions.

ESG stands for environmental, social, and governance factors, which collectively represent a company’s
sustainability performance. Human rights due diligence falls under the “social” component, but it intersects
with environmental and governance aspects, such as climate‑related displacement risks and board oversight
of supply chain practices.

Sustainability is the broader ambition of meeting present needs without compromising the ability of future
generations to meet theirs. Integrating human rights due diligence into sustainability strategies ensures that
social considerations are not sidelined in favour of environmental or financial goals.

UN Guiding Principles provide the globally accepted framework for business responsibility to respect
human rights. The principles outline the state duty to protect, corporate duty to respect, and the need for
effective grievance mechanisms. Companies use the UNGPs as a benchmark for designing and evaluating
their due diligence processes.

OECD Guidelines for Multinational Enterprises offer recommendations on responsible business conduct,
including chapters on labour rights, environmental protection, and anti‑corruption. The Guidelines are
non‑binding but carry significant normative weight and are often referenced in national legislation.
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ILO conventions are international labour standards covering issues such as forced labour, child labour,
freedom of association, and occupational health and safety. The ILO’s core conventions are widely regarded
as the minimum standards for decent work, and many national laws incorporate them.

Forced labour is defined by the ILO as all work or service exacted from a person under the threat of a
penalty and for which the person has not offered themselves voluntarily. Identifying forced labour risk
requires analysing factors such as recruitment practices, debt bondage, and the presence of coercive
controls.

Child labour involves work that deprives children of their education, or that is hazardous to their health or
development. The ILO’s Minimum Age Convention sets the general minimum age at 15, with specific
exceptions for light work. Companies must screen for child labour throughout their supply chain, especially
in sectors like agriculture and mining.

Modern slavery is an umbrella term that includes forced labour, debt bondage, human trafficking, and other
forms of exploitation. Many jurisdictions, such as the UK Modern Slavery Act, require companies to publish
statements on steps taken to prevent modern slavery in their operations and supply chains.

Human trafficking is the recruitment, transportation, or harbouring of persons by means of force, fraud, or
coercion for the purpose of exploitation. Detecting trafficking risk involves analysing supply chain nodes
where vulnerable populations are present, such as fishing fleets or migrant labour corridors.

Fair wages are wages that meet or exceed the legal minimum, provide for a decent standard of living, and
reflect the value of work performed. Assessing wage adequacy requires understanding local living‑cost
calculations, collective bargaining agreements, and overtime compensation.

Freedom of association is the right of workers to join or form trade unions and to bargain collectively.
Violations may manifest as employer interference with union organising, intimidation of union
representatives, or contractual clauses that prohibit collective bargaining.

Occupational health and safety (OHS) standards aim to protect workers from hazards that could cause
injury or illness. OHS due diligence includes reviewing safety policies, inspecting equipment, and monitoring
incident reports. High OHS standards also contribute to broader human rights compliance by ensuring a
safe working environment.

Environmental impact can intersect with human rights when communities suffer from pollution, resource
depletion, or climate‑induced displacement. Due diligence therefore integrates environmental risk
assessment with human rights considerations, recognising that environmental harms can translate into
violations of the right to health, water, and housing.

Supply chain resilience is the ability of the supply network to anticipate, prepare for, respond to, and
recover from disruptions. Building resilience often involves diversifying suppliers, developing contingency
plans, and investing in local capacity‑building, all of which can mitigate human rights risks.

Risk identification is the first step in the risk assessment cycle, where potential adverse events are listed
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based on desk research, stakeholder input, and historical data. Effective risk identification requires a
systematic approach, such as using checklists aligned with international standards.

Risk analysis involves evaluating each identified risk in terms of likelihood and severity. Quantitative
methods may include statistical modelling, while qualitative approaches rely on expert judgement. The
output of risk analysis feeds into the risk rating process.

Risk evaluation compares the analysed risks against the organisation’s risk appetite and tolerance,
determining which risks are acceptable and which require treatment. This step informs the prioritisation of
due diligence activities.

Risk treatment (or risk response) outlines the actions taken to manage identified risks. Treatment options
include risk avoidance, reduction, transfer, or acceptance. For human rights risks, treatment often involves a
combination of reduction (through mitigation) and transfer (via insurance or contractual clauses).

Risk communication is the exchange of information about risks and risk management actions between the
company and its stakeholders. Transparent risk communication builds trust and can pre‑empt reputational
damage. It may involve publishing risk dashboards, holding stakeholder briefings, or issuing press releases.

Risk governance refers to the structures, policies, and processes that guide risk management across the
organisation. Effective risk governance includes clear accountability, board oversight, and integration of risk
considerations into strategic planning.

Board oversight is the responsibility of the company’s board of directors to monitor and guide the
implementation of human rights due diligence. Board committees, such as the audit or sustainability
committee, often review risk assessment results and remediation progress.

Internal audit provides independent assurance that the company’s risk management and due diligence
processes are operating effectively. Internal auditors may test the completeness of supplier data, verify
compliance with audit protocols, and assess the adequacy of corrective action plans.

External audit is performed by an independent third party to evaluate supplier compliance against defined
standards. External audits can be part of certification schemes or stand‑alone assessments commissioned by
the buying company.

Certification is the formal recognition that a product, process, or organisation meets specific standards,
often administered by an accredited body. Certifications relevant to human rights include Fairtrade
International, SA8000, and the Responsible Business Alliance (RBA) Code of Conduct.

Remediation plan outlines the steps to be taken to address identified violations, the timeline for
implementation, responsible parties, and indicators for measuring success. A well‑structured remediation
plan is essential for tracking progress and ensuring accountability.

Stakeholder mapping is the process of identifying all parties who have an interest in or are affected by the
supply chain, categorising them by influence and interest, and prioritising engagement strategies

Read online: https://certificates.lsba.org.uk/guides/4008349/risk-
assessment-and-due-diligence

London School of Business and Administration · 22 Jun 2026



G U I D E

accordingly. Stakeholder mapping helps allocate resources for engagement efficiently.

Capacity building involves enhancing the abilities of suppliers, workers, and local communities to
understand and implement human rights standards. Capacity‑building activities may include training
workshops, provision of toolkits, and mentorship programmes.

Training and awareness are core components of capacity building. Training programmes should be tailored
to the audience—e.g., procurement staff, factory managers, or frontline workers—and cover topics such as
legal requirements, ethical sourcing, and grievance handling.

Supplier onboarding is the process of integrating new suppliers into the company’s due diligence
framework. Onboarding typically includes sharing the code of conduct, collecting self‑assessment data, and
conducting initial risk screening.

Supplier segmentation groups suppliers based on risk profiles, spend volume, and strategic importance.
Segmentation enables the company to apply differentiated due diligence intensity, focusing resources on
high‑risk, high‑value suppliers.

Contractual clauses embed human rights expectations directly into supplier agreements. Typical clauses
may require compliance with the code of conduct, allow for audit rights, and stipulate termination for
material breaches.

Termination risk is the potential loss associated with ending a supplier relationship due to non‑compliance.
While termination can be a strong deterrent, it may also cause supply disruptions or unintended harm to
workers. Companies therefore weigh termination against remediation and continuity considerations.

Supply chain finance mechanisms, such as factoring or early payment programmes, can be leveraged to
incentivise compliance. By offering better financing terms to suppliers that meet human rights standards,
companies encourage positive behaviour change.

Technology solutions play an increasingly important role in due diligence. Tools such as blockchain,
AI‑driven risk analytics, and remote sensing can enhance data accuracy, increase traceability, and provide
real‑time alerts. However, technology adoption must be balanced against cost, data privacy concerns, and
the need for human oversight.

Remote monitoring uses satellite imagery, drones, or IoT sensors to observe conditions in remote or
inaccessible supply chain locations. For example, satellite data can detect deforestation activity linked to
palm oil plantations, signalling potential land‑rights violations.

Artificial intelligence can process large volumes of unstructured data—news articles, social media posts, and
legal filings—to identify emerging human rights risks. AI models must be trained carefully to avoid bias and
must be supplemented by expert interpretation.

Data privacy considerations arise when collecting personal information from workers or communities.
Companies must comply with data protection regulations such as GDPR, ensuring that data is stored
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securely, used only for legitimate purposes, and that individuals retain rights over their information.

Risk aggregation combines individual risk scores across suppliers or regions to provide an overall view of
the company’s exposure. Aggregated risk dashboards help senior management understand where the
greatest concentrations of risk lie.

Scenario analysis explores how different future events—such as regulatory changes, market shifts, or climate
impacts—might affect the supply chain’s human rights risk profile. Scenario analysis supports strategic
planning and helps build resilience.

Key performance indicators (KPIs) measure the effectiveness of due diligence activities. Common KPIs
include the percentage of high‑risk suppliers audited, the number of grievances resolved, and the average
time to implement corrective actions. KPIs should be aligned with the company’s risk appetite and strategic
objectives.

Benchmarking compares a company’s performance against peers or industry standards. Benchmarking can
reveal gaps, inspire best‑practice adoption, and provide external validation of due diligence efforts.

Audit fatigue occurs when suppliers are subjected to excessive or repetitive audits, leading to
disengagement and reduced cooperation. To mitigate audit fatigue, companies may rotate auditors,
combine audits with capacity‑building activities, and focus on substantive outcomes rather than checklist
compliance.

Supply chain transparency initiatives, such as public supplier registries, enable external stakeholders to see
who is involved in the production of a company’s goods. Transparency can drive market pressure for
improvement but may also expose companies to scrutiny if gaps are identified.

Remediation funding is the financial support provided to suppliers or affected workers to implement
corrective measures. Funding may come from the buying company, industry funds, or development
agencies. Adequate funding is essential to ensure that remediation is effective and sustainable.

Stakeholder trust is built through consistent, honest communication, genuine engagement, and
demonstrable action on identified risks. Trust is a valuable asset that can reduce reputational risk and
facilitate smoother implementation of due diligence processes.

Legal compliance is the baseline requirement for operating within national and international law. However,
compliance alone does not satisfy the broader responsibility to respect human rights, which calls for
proactive risk management and remediation.

Ethical sourcing extends beyond legal compliance to encompass the company’s values and the expectations
of its customers, investors, and civil society. Ethical sourcing programmes often incorporate voluntary
standards, community partnerships, and public commitments.

Supply chain collaboration involves working together with other companies, NGOs, and industry bodies to
address systemic risks that no single actor can solve alone. Collaborative platforms, such as the Sustainable
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Apparel Coalition, enable sharing of best practices, joint audits, and collective remediation efforts.

Multi‑stakeholder initiatives (MSIs) bring together diverse actors to develop sector‑specific standards and
tools. Participation in MSIs can accelerate progress, provide access to expertise, and enhance credibility.

Human rights impact assessment (HRIA) is a focused analysis of how a specific project, policy, or business
decision may affect human rights. An HRIA follows a structured methodology: scoping, baseline data
collection, impact analysis, mitigation planning, and monitoring.

Due diligence maturity model is a framework that assesses the sophistication of an organisation’s due
diligence processes, ranging from ad‑hoc and reactive approaches to integrated, strategic, and continuous
improvement models. Maturity assessments help identify gaps and guide development pathways.

Governance structure defines the roles and responsibilities for managing human rights due diligence.
Typical structures include a chief sustainability officer, a supply chain risk manager, and cross‑functional
teams comprising legal, procurement, and ESG specialists.

Escalation protocol outlines the steps for raising serious or unresolved issues to higher levels of
management or the board. Clear escalation pathways ensure that high‑risk violations receive timely
attention and appropriate resources.

Internal controls are policies, procedures, and mechanisms designed to ensure that due diligence activities
are performed correctly and consistently. Controls may involve approval workflows, documentation
standards, and periodic reviews.

Performance review is a periodic evaluation of how well the due diligence system is functioning, often
conducted annually. Reviews examine audit outcomes, grievance statistics, remediation effectiveness, and
alignment with strategic goals.

Stakeholder feedback loop ensures that insights from workers, NGOs, and other external parties are
incorporated into the continuous improvement process. Feedback can reveal blind spots, suggest
innovative solutions, and reinforce accountability.

Regulatory reporting obligations vary by jurisdiction. For example, the EU’s Corporate Sustainability
Reporting Directive (CSRD) requires detailed disclosure of human rights due diligence, while the UK Modern
Slavery Act mandates a slavery and human trafficking statement. Companies must align their internal
reporting with the external filing requirements.

Risk registry is a living document that records identified risks, their assessments, mitigation actions, owners,
and status updates. A well‑maintained risk registry provides a central reference for tracking progress and
informing decision‑making.

Supplier audit schedule determines the frequency and timing of audits based on risk ratings. High‑risk
suppliers may be audited annually or semi‑annually, while low‑risk partners may be reviewed every two to
three years.
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Audit scope defines the specific areas to be examined during an audit, such as wage compliance, health and
safety, and freedom of association. A focused scope improves audit efficiency and relevance.

Audit methodology outlines the procedures, tools, and techniques used to conduct the audit. Methodology
may include document review, worker interviews, site inspections, and sampling techniques.

Audit report documents the findings, evidence, and recommendations from the audit. The report should
clearly distinguish between observed non‑compliances, potential risks, and best‑practice observations.

Corrective action tracking monitors the implementation of audit recommendations, ensuring that corrective
measures are completed on schedule. Tracking systems may be digital platforms that send reminders and
generate status dashboards.

Supplier performance scorecard aggregates various metrics—audit results, grievance handling, on‑time
delivery—into a single performance rating. Scorecards can be linked to incentives such as preferred supplier
status or financial rewards.

Risk appetite statement is a formal declaration that articulates the level of risk the organisation is willing to
accept in pursuit of its objectives. The statement is approved by senior leadership and communicated
throughout the organisation.

Risk tolerance thresholds translate the risk appetite into operational limits, such as “no more than 2 % of
total spend with suppliers rated high risk for forced labour.” Thresholds guide day‑to‑day decision‑making.

Strategic risk assessment examines how macro‑level trends—political instability, climate change,
technological disruption—may influence human rights risks in the supply chain. Strategic assessments
inform long‑term planning and investment decisions.

Operational risk assessment focuses on day‑to‑day processes, such as procurement procedures, contract
management, and audit execution, identifying gaps that could lead to human rights violations.

Financial risk assessment evaluates the potential monetary impact of human rights incidents, including fines,
legal settlements, loss of sales, and increased insurance premiums. Quantifying financial risk supports
business case development for due diligence investments.

Reputational risk assessment gauges the potential damage to brand equity and stakeholder relationships.
Methods include media sentiment analysis, social listening, and stakeholder surveys.

Legal risk assessment identifies exposure to litigation, regulatory enforcement, and contractual penalties.
The assessment draws on legal counsel input, regulatory monitoring, and compliance audits.

Scenario planning exercises test the robustness of due diligence strategies under different future conditions.
For example, a scenario may explore the impact of a new anti‑slavery law in a key sourcing country,
prompting pre‑emptive policy adjustments.

Risk heat map visualises risk concentration across geographies, product lines, or supplier tiers, using colour
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gradients to indicate severity. Heat maps aid in communicating risk distribution to executives and board
members.

Stakeholder risk perception captures how different groups view the company’s exposure to human rights
risks. Understanding perception helps align communication strategies and prioritize remediation efforts.

Supply chain segmentation matrix combines risk rating with spend level, producing quadrants that guide
resource allocation. High‑risk, high‑spend suppliers receive intensive monitoring, while low‑risk, low‑spend
partners may be subject to periodic reviews.

Risk transfer mechanisms include insurance policies, contractual indemnities, and joint‑venture structures
that shift certain risks away from the buying company. While risk transfer can reduce financial exposure, it
does not eliminate the underlying human rights issue.

Human rights due diligence toolkit aggregates templates, checklists, training materials, and software tools
that support the implementation of the due diligence process. A well‑designed toolkit ensures consistency
and efficiency across business units.

Supplier self‑assessment platform is an online system where suppliers upload their compliance data, audit
reports, and remediation plans. The platform may include data validation checks and analytics dashboards
for the buying company.

Data analytics transforms raw data into actionable insights. Techniques such as clustering, trend analysis,
and predictive modelling help identify emerging risk patterns and focus investigative resources.

Predictive risk modeling uses historical data and statistical algorithms to forecast where future human rights
violations are most likely to occur. Predictive models can inform proactive supplier engagement and
targeted audits.

Continuous monitoring dashboard provides real‑time visibility into key risk indicators, audit status,
grievance trends, and remediation progress. Dashboards enable rapid decision‑making and support
transparent reporting.

Remediation timeline sets clear milestones for implementing corrective actions, from immediate
containment measures to long‑term systemic changes. Timelines should be realistic, measurable, and
subject to periodic review.

Remediation accountability designates specific individuals or teams responsible for executing and
overseeing remediation actions. Clear accountability reduces the risk of remediation
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