Tool for Investors on Integrating
Children’s Rights Into ESG Assessment

-

unicef@ | for every child



http://unicef.org

ACKNOWLEDGEMENTS

Acknowledgements

This publication was produced by UNICEF's Child Rights and Business Unit, Division of Private sector
Fundraising and Partnerships.

Author: Marilu Gresens Peries

The tool benefitted from the contributions by UNICEF staff members Erik Nyman, Andrew Mawson,
Christopher Kip and Josianne Galea Barron.

A consultation on the first draft was held in February 2021 and UNICEF would like to express great
appreciation to the investors, asset manager and other key stakeholders in the ESG world who contributed
insights and feedback on the tool (in no particular order):

Molly Minton and Fatima Benamira (Amundi Asset Management); Outi Helenius (Evli Bank); Karoliina Lindroos
(Ilmarininen); Kari Vatanen and Eveliina Leino (Veritas Pension Insurance), Tytti Kaasinen, Letitia Manta,

Irina Burcea and Andreea Oltean (Sustainalytics); Anita Dorett (Investor Alliance for Human Rights); Julien
Parkhomenko and Peter Paul van de Wijs (GRI); Nikolaj Pedersen and Elena Espinoza (PRI); Filippa Bergin and
Nina Vollmer (Global Child Forum); Florian Muller (Solactive); Naomi Resnick (Scotiabank); Sjoerd Rozing and
Johanna Schmidt (Triodos Investment Management); Rolando Morillo and Mia Overall (Rockerfeller Capital
Management); Lija Lascenko and Katrin Hahn (Deutche Bank); Tracy Rembert and Raymond Burnell (CBIS);
Antonio Celeste and Gaspard Verduron (Lyxor ETF); Thomas Millet and Chris Ouellette (BNP Paribas); Arianna
Lovera (Forum per la Finanza Sostenibile); Eva L'Homme and Mathilde Dufour (Mirova); Aurora Samuelsson
(Skandia); Therese Lennehag (EQT), and; Susmita Kamath (B lab).

In the process of developing this tool, UNICEF contracted Sustainalytics as a project advisor to test the
indicators on a batch of 15 companies, in order to provide feedback on data availability, formulation of
indicators and data sources.

Disclaimer and copyright

The views expressed in this publication do not necessarily represent the views of UNICEF, and UNICEF makes
no representation concerning the source, originality, accuracy, completeness or reliability of any statement,
information, data, finding, interpretation, advice or opinion contained herein. All rights to this publication
remain with the United Nations Children’s Fund (UNICEF). Any part of the report may be freely reproduced
with the appropriate acknowledgement. For more information, visit unicef.org/csr. © United Nations Children’s
Fund (UNICEF) April 2021

2 TOOL FOR INVESTORS ON INTEGRATING CHILDREN'S RIGHTS INTO ESG ASSESSMENT



FOREWORD

Foreword

Children are everyone’s business — this has been UNICEF's motto in engaging with the business world since
the launch of the Children’s Rights and Business principles in 2012. Children are a key stakeholder both today
and tomorrow, as they also represent the future workforce, consumers and community members. As such, by
definition, business practices cannot be sustainable if they do not address their impact on children.

This is truer now than ever before. The COVID-19 pandemic has had a significant impact on children and their
rights, with the emergence of massive challenges related to school closures and increased time spent online,
along with threats to hard-won progress given the reprioritization of government resources to address the
pandemic.

With household income hit hard by the closure of workplaces, making it difficult to buy food or pay for basic
healthcare, child rights risks to businesses also increase. Where schools are shut, but parents still work, not
only is children’s education being affected, but many are left with inadequate or no care.

The global pandemic has also created an opportunity to build a next and better normal and to reshape the
world for children and implement better policies and practices to ensure that children’s rights are protected
and respected. For example, businesses implementing family-friendly policies and practices can provide
working parents with the support needed to cope with the crisis and prevent the pandemic from becoming a
lasting crisis for working parents and their children. The increased focus on the social aspects of sustainable
business from governments, investors and businesses themselves, is a recognition of the need to accelerate
this shift.

Building on UNICEF and Sustainalytics’ 2019 “Guidance for Investors on integrating Children’s Rights into
Investment Decision Making”, we are pleased to now launch this “Tool for Investors on integrating Children’s
Rights into ESG analysis”. We hope that this will highlight, in a very practical way, what integrating children’s
rights beyond child labour into investment decision-making entails, and provide the guidance needed to
address what still remains a blind spot for many investors.

We encourage investors to use the indicators and other resources in this tool to elevate children’s rights
within ESG assessment as an area of focus. Children’s rights can form its own engagement theme for some
investors, but a child rights lens should also form part of investors’ overall ESG analysis. Although children’s
rights are part of, and often key to addressing, other sustainability topics such as human rights, decent work,
gender and diversity, what we have seen in UNICEF's work with business is that without taking a specific
child rights lens to sustainability, the children’s rights dimensions are often missed.

Carla Haddad Mardini
Director, Private Fundraising and Partnerships
UNICEF
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INTRODUCTION

Introduction

Children (defined as anyone under the age of 18)’
make up one third of the world’s population--over
a half of the population in many of the poorest
countries.? They are an important if often not fully
visible stakeholder group for any business, being
impacted by business activities as consumers,
workers, community members and dependents of
employees. Children are also future adults, whose
health, capacities, skills and aptitudes will have
been significantly shaped by what happened to
them as children.

However, children are too often overlooked in
corporate human rights policy, due diligence and
reporting, beyond a singular focus on child labour —
and therefore, they are often left out of investors’
ESG and sustainability strategies.

Sustainability and responsible business strategies
are incomplete if children’s considerations are not
embedded in them. Childhood is a unique period
of physical, mental, and emotional development.
Positive intervention to support children can

have long lasting beneficial impacts on society,
improving socio-economic outcomes and
enhancing societal progress. By the same token,
adverse impacts can have lifelong, irreversible and
even transgenerational consequences. Because
children are growing, practices that are not harmful
for adults can have significant adverse impacts on
the rights of children. At the same time, children
are dependent on parents, family and caregivers,
and practices that directly affect adults (e.g.,
working conditions for parents) can have indirect
but immediate impact on children.

Under the UN Guiding Principles on Business and
Human Rights (UNGPs), companies and investors
have a responsibility to respect human rights

in their investment activities. Investors may be

directly linked to harms through their investments
in companies who business practices, operations
and relations have caused, contributed to, or

are directly linked to harms to children. This
responsibility is confirmed in the OECD Guidance
on Responsible Business Conduct for Institutional
Investors ("OECD Guidance’). And pursuant to the
UNGPs and the Children’s Rights and Business
Principles (CRBPs), this responsibility should
include the rights of children

In undertaking their responsibility to respect
human rights, investors can use their leverage to
improve the situation of children by influencing

the practices of companies in which they invest.

To help investors harness this opportunity, this

tool has been designed to guide investors on
integrating children’s rights into the evaluation of
ESG opportunities and performance of investee
companies. It builds on the 2019 /nvestor Guidance
on Integrating Children’s Rights into Investment
Decision Making®, developed by UNICEF and
Sustainalytics, which sets out a number of
practical actions that investors can take to integrate
children’s rights into their own policies and
investment activities.

The indicators and guidance in this tool have

been developed with good corporate practices

on children’s rights management in mind, in line
with the UNGPs, OECD Guidance, and CRBPs. In
order to ensure that the guidance and assessment
indicators contained in this tool are practical for
investors, UNICEF worked with Sustainalytics to
ensure compatibility with prevailing approaches to
ESG assessment. In particular, the indicators in this
tool have been tested by Sustainalytics to confirm
that they are fit for purpose, and possible to be
scored based on publicly disclosed corporate data
available at the time of writing.

CORE GUIDANCE: NEW GENERATION SITUATION ANALYSIS
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ABOUT THIS TOOL

About This Tool

The Tool for Investor on Integrating Children’s
Rights in ESG Assessments (the tool) is designed
to complement and build upon the UNICEF and
Sustainalytics Investor Guidance on Integrating
Children’s Rights into Investment Decision Making.
The Guidance sets out a number of actions that
investors can take to integrate children’s rights
considerations into
investment decision
making and throughout
investment stewardship.
These include using
children’s rights indicators
in risk screening prior to
investing in a company
and when evaluating
ESG performance of
investee companies.

The tool sets out a framework for assessing how
well companies identify and manage impacts on
children as part of their approaches to human rights
due diligence and corporate responsibility. Investors
can also use this tool to identify opportunities to
make positive impact and engage with companies
on their child rights impact. Encouraging enhanced
disclosure on child rights would also enable
investors to include children’s considerations more
comprehensively in their decision-making, reducing
risk and strengthening responsible conduct,
enhancing resilience and long-term value. The tool
provides guidance on assessing salient or material
children’s rights risks and on data sources and
collection methods.

This tool is not intended to create a set of

new obligations or standards for investors or
companies in relation to children’s rights. It builds
on existing principles, especially the UNGPs,
OECD Guidance and CRBPs). The intention is to
support investors and related actors to integrate
children’s rights considerations when assessing
corporate ESG performance.

The tool is divided into three parts. The first section
contains guidance on identifying salient or material

children’s rights risks and includes an analysis of
how children’s rights relate to existing sustainability
topics and materiality analysis in certain industries
or for certain business activities. This section helps
investors to understand how companies can impact
children’s rights and includes guidance on children’s
rights issues that are known to be salient or material
to companies in different industries.

The second section sets out indicators for
measuring corporate performance on managing
children’s rights impacts. To aid integration, the
indicators are aligned as much as possible with
existing reporting standards and initiatives, while
also reflecting good practices in managing impacts
on children’s rights. Investors can integrate

the indicators into broader approaches to ESG
measurement, but the indicators can also be used
for child rights-specific analysis (for instance, as
part of building a portfolio focused on children’s
rights in a financial product or to develop a child
rights benchmark).

The third and final section of the tool provides
guidance on data collection and available data
sources, including a matrix of data sources to
assess each indicator in Part 2.

How the indicators
were selected

The indicators were selected based on
internationally accepted standards on children’s
rights and corporate responsibility, including the
UNGPs, OECD Guidance and CRBPs. The approach
to selecting indicators recognised the multiple
ways in which businesses can impact children

as workers, dependents of workers, direct or
indirect consumers of products and services, and
community members.

The issues and indicators in this tool were
selected based on desk research, and refined
based on interviews with selected investors, ESG
researchers, and children’s rights and business
experts. As a first step, a literature review was
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undertaken to inform the saliency and materiality tools such as the Children’s Rights and
guidance. The review also served to identify Mining Toolkit and Children’s Rights in the
indicators and define scoring options. Indicators on Garment and Footwear Supply Chain.

corporate performance were selected based on a

two-pronged approach: To ensure the indicators capture measurable

aspects of business respect for children’s rights,
after the review and selection of a set of preliminary
indicators, Sustainalytics was engaged to test
scoring, data availability and to better understand
data limitations. An external consultation was

then conducted with a select group of institutional
investors, asset managers, ESG researchers,
sustainability reporting organisations, and children’s
rights and business experts. Based on feedback
received during the consultation process, the
indicators were further refined.

A review of indicators covering children’s
rights topics in existing research, standards
and benchmarks. The review covered
reporting standards, such as the Global
Reporting Initiative (GRI) Sustainability
Reporting Standards and Sustainability
Accounting Standards Board (SASB)
Standards, and good practice initiatives and
tools, such as the Corporate Human Rights
Benchmark, Danish Institute’s Human Rights
Indicators for Business and the Global Child

Forum’s Children’s Rights Benchmark. Availability of data sources was a factor, but not the

ii.  Where there were gaps, indicators were determining factor, in the selection of indicators.
selected from guidance on children’s This is to ensure that best practices in management
rights and business good practices, such of children’s rights impacts are captured, with a
as UNICEF's Children’s Rights in Impact view towards encouraging the improvement of data

: L CORE GgIDANCE'.NEW GENERATION SITUATION ANALYSIS
Assessments and other industry-specific collection and reporting over time.
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https://www.globalreporting.org/standards/
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https://sites.unicef.org/csr/files/FINAL_Child_Rights_and_Mining_Toolkit_060217.pdf
https://www.unicef.org/reports/childrens-rights-in-garment-and-footwear-supply-chain-2020
https://www.unicef.org/reports/childrens-rights-in-garment-and-footwear-supply-chain-2020

ASSESSING THE SALIENCY AND MATERIALITY OF CHILDREN’S RIGHTS ISSUES ‘

PART 1

Assessing the Saliency and
Materiality of Children’s

Rights Issues

A critical first step to evaluating company
performance on children’s rights is understanding
the degree to which companies are disclosing and
acting on their most salient or material impacts on
children. Materiality is an evolving and dynamic*
concept that is increasingly becoming a pillar of
corporate sustainability and social responsibility
efforts, and it is becoming increasingly common to
see human rights issues in company sustainability
reporting and materiality matrices.

Saliency versus materiality

Traditionally, materiality refers to sustainability
issues that affect the financial condition

or operating performance of a company.®
However, most business and human rights
frameworks take a risk-to-people approach,
emphasising the importance of identifying the
company’s most salient impacts.® A company’s
salient human rights issues are those where
people are at risk of being impacting by

the company, whether through its business
activities or business relationships.

With children’s rights, as with other human
rights issues, materiality and saliency are distinct
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However, children’s rights are often overlooked in
materiality and saliency assessments or reduced to

an exclusive focus on child labour. This is attributable
to a number of factors. Firstly, according to research
by GES (now Sustainalytics) and Global Child Forum,
there is a lack of awareness of children’s rights issues
among investee companies, and a lack of disclosure of
children’s rights risks beyond child labour.” There is also
a lack of reporting standards (voluntary or mandatory)
that require companies to report on children’s rights
risks beyond child labour. Investors (and companies)
therefore pay little attention to children’s rights risks as
potential salient or material issues.®

Furthermore, limited conceptualization of how
children’s rights relate to or overlap with other
sustainability topics — such as labour practices, human
rights in communities, consumer protection and
privacy — means that children’s unique considerations
are rarely brought to the fore. Investors may assume
that children’s rights are adequately covered by human
rights issues. However, children are more than small
adults, and business activities that have little to no
impact on adults can have serious and irreparable
consequences for children. Children’s rights therefore




