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.1 | Approximately 50% of large-scale firms are
implementing human rights Due Diligence

m More than 50% of companies are implementing human rights due diligence (DD) , have plans to
implement it within a year or are considering to implement it with in a few years.

m Looked at by enterprise size, at 47.2%, about half of large-scale firms answered that they had
implemented human rights due diligence, while 22.6% of leading medium-sized enterprises, 11.2%
of SMEs, and 5.6% of micro businesses did so, making it clear that there are significant differences

Human Rights Due Diligence by Company Size

(Unit: %)
53.8%
|
All firms (n=2,941) -3.3 39.9 46.2
_ _ _ o 89.9%
Large-scale firms (excluding leading medium sized 1
firms) (n=89)
66.9%
| 1
Leading medium-sized firms (n=314) _4.5 39.8 33.1
57.0%
1
SMEs (excluding micro businesses) (n=1,000) -3.8 4200 43.0
46.9%
1
Micro businesses(n=1,538) - 38/8 53.1
2.5
0.0 20.0 40.0 60.0 80.0 100.0
m Implementing human rights due diligence Planning to implement it within a year
Considering to implement it within a few years No plan to implement it

Note: “n” is the number of companies excluding those giving “no response” from the number of responding companies in all figures.
Source: JETRO FY2022 Survey on the International Operations of Japanese Firms (conducted from November to December 2022)
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X | Definitions of Large-scale firms, SMEs, etc.

Classification Manufacturing, etc. Wholesale Service
Large-scale .
i Firms other than SMEs
Large-scale
firms
(lee>;c(:jliundglng Large-scale firms other than leading medium-sized firms
medium-
sized firms)
M h illi M han 1 illi - -
Leading bl?trleegsat%:r?g rl:?i‘lifr? yen, Iegsretrjﬁa?:nBOgomni’lllliolﬁny(te)rL::c ?Str?egzat?]:r? 3[](1)I(|)“(;1nillion en E/Il?trleegzatrlj]gr? 3n(1)|(|)“(r)r?illion en
medium-sized or more than 300 but or more than 100 but yen, Y
X or more than 50 but fewer or more than 100 but fewer
firms fewer than 3,000 fewer than 1,000 than 1.000 emplovees than 1.000 emplovees
employees employees ! ploy ! ploy
Small and -
medium-sized 300 million yen or less, é??g&”g??ezve:ror less, 50 million yen or less, or 50 | 50 million yen or less, or
enterprises or 300 or fewer employees or fewer employees 100 or fewer employees
employees
(SMEs)
SMEs
(e_xcludlng SMEs other than micro businesses
micro

businesses)

Micro 50 million yen or less,

: 10 million yen or less, or 5 employees or less
businesses or 20 employees of less Y ! ploy

Note: “Large-scale firms” and “SMEs” in the large categories are based on the Small and Medium-sized Enterprise Basic Act. The others are defined by JETRO.

Source: JETRO FY2022 Survey on the International Operations of Japanese Firms (conducted from November to December 2022)
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2-21IT equipment/electronic parts & devices leads
human rights Due Diligence implementation

m By industry, the implementation rate of

Implementation of Human Rights Due Diligence by Industry

0 20 40 60 80 100
human rights due diligence (HRDD) was . 3.4 (%)
. . . . ®Manufacturing(n=1,719) o Al 44.9
highest in IT equipment/electronic
parts and devices at 34.4%. In particular, IT equipment/electronic parts & devices(n=49) i A
100% of large-scale firms (excluding Chemicals(n=74) |EENSNIS. 1 Bl 37.8
|eading medium-sized ﬁrmS) in this sector Petroleum products/plastics/rubber products(n=89) |HENEN 438 41.6
have implemented HRDD. Caramics/earth & stone(n=28) |05 ko e
i i 2.6
O_n_e _Of the reaso.ns IS progres§ In the gIObaI Cars/car parts/other transportation machinery(n=78) |El 4110 42.3
division of labor in the IT equipment/ 3.1
0 q 0 Electrical i t(n=97 l 2
electronic parts and device industry, ectrical equipment(n=97) 1S wa e
resulting many transactions with overseas Precision equipment(n=77) - [SNIN5.2 4515 36.4
enterprises. It is also conceivable that the Textiles/clothing(n=105) | 8.6 3413 457
above result may be due in part to e Non-manufacturing(n=1,222) [ Il 111l 3810 -
Japanese enterprises being easily Finance & Insurance(n=49) o -
influenced by the industry in the EU and US, B — '
WhICh are ahead Of other regions in terms Communication, information & software(n=75) [EEE.3 et 42.7
. 1.5
of management that respects human rights. Transport(n=65) RN 446 415
4.1
On the other hand, among the same Construction(n=98) |2 3me 45.9
manUfaCturlng IndUStrIeS, Only 11.40/0 Of Professionalsewices(n:ﬁl) -1.6 410 45.9

those in textiles/clothing have implemented
HRDD, but this is due to the fact that
95.2% of the responding companies are
SMEs.

m Implementing human rights due diligence

Considering to implement it within a few years

Plan to implement it within a year

No plan to implement it

Note: “n” is the number of companies excluding those giving “no response” from the number of
responding companies in all figures. Only industries with an HRDD implementation rate of 10%

or more are listed.

Source: JETRO FY2022 Survey on the International Operations of Japanese Firms

(conducted from November to December 2022)
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2 _3 | About 80% of large-scale firms have requested
their suppliers to comply with their own HR policies

m 78.4% of large-scale firms (excluding leading medium-sized firms), 72.3% of leading medium sized
firms, 56.4% of SMEs (excluding micro businesses), and 52.4% of Micro businesses implementing
HRDD require their suppliers in the supply chain to comply with their own human rights policies.

m Converserly, the proportion of large-scale firms required to comply with their customers’ policies
was 51.9%. The proportions for such requests for the handling of human rights from customers
were 37.5% for leading medium-sized firms, 32.1% for SMEs, and 15.9% for micro businesses.

Percentage of companies that require their suppliers to comply with HR policies by Size of Company

(Units : %)
80.0 78'4 72.3
70.3 ©
56.8 58.5 58.5 56.4
60.0 52.4
=0
40.9 36.4
40.0 . 31.0 34.5
20.0
0.0
Large-scale firms (excluding Leading medium sized firms ( SMEs (excluding micro Micro businesses
leading medium sized firms) ( n=65) businesses) (n=110) (n=84)
n=37)

mmm Require overseas suppliers to comply with their HR policies in their supply chains.
Require domestic suppliers to comply with their HR policies in their supply chains.
—e—Require overseas or domestic suppliers to comply with their HR policies in their supply chains.

Note: “n” is the number of companies excluding those giving “no response” from the number of responding companies in all figures.
Source: JETRO FY2022 Survey on the International Operations of Japanese Firms (conducted from November to December 2022)
Copyright © 2023 JETRO. All rights reserved. 6
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-4 Securing personnel and budget for HRDD
first challenge to be overcome

m Among companies planning to implement or considering HRDD (1,270 companies), a certain number
of companies were found to have problems in understanding and implementing due diligence.

m In addition, although companies are aware of the need to take action, they lack sufficient resources
and budgets to implement such measures, including the assignment of specialized personnel and
outsourcing to experts. This is a challenge in establishing supply chains that consider human rights.

Challenges in establishing supply chains that respect HR overseas for companies
that plan to implement or are in the process of considering HRDD (top 7 items)

(Unit:%)
We do not know how to make concrete efforts. 40.4
We cannot secure enough manpower or budget. 28.5
There are complicated problems which cannot be solved by one firm
24.0
alone.
Insufficient understanding of the importance of respect for human 22.9
rights within the company (in Japan). '
It is not clear what human rights should be prioritized. 20.9
The supply chain structure is complicated and scope difficult to
specify 18.6 n=1,270
’ mpani lannin
Lack of understanding about the importance of respect for human 12.3 (i?) inI:TDIeIe':eIIJ‘Itaor g
rights among management. ’ considering HRDD)
None in particular. 19.5

0.0 5.0 10.0 15.0 20.0 25.0 30.0 35.0 40.0 45.0
Note: “n” is the number of companies excluding those giving “no response” from the number of responding companies in all figures.

Source: JETRO FY2022 Survey on the International Operations of Japanese Firms (conducted from November to December 2022)
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2-5 Complicated problems cannot be solved by "
one firm alone is top challenge

m Among companies implementing HRDD (311 companies), "There are complicated problems which
cannot be solved by a firm alone (32.8%)" and "Supply chain structure is complicated and difficult to
specify the scope (22.2%)" are raised as top challenges in establishing supply chains that consider HR.

Challenges in establishing supply chains that respect HR overseas for companies implementing HRDD (top 7 items)
(Unit:%)
Iy, 32,8

There are complicated problems which cannot be solved by one firm
alone.
The supply chain structure is complicated and scope difficult to

I—— 22.2

specify.

We cannot secure enough manpower or budget. I 2029
We do not know how to make concrete efforts. [N 15.1

Difficulty in identifying the scope of business due to the wide range of

I 10.6

business areas.

Insufficient understanding of the importance of respect for human

I 9.6

rights within the company (in Japan). n=311
Lack of understanding of the importance of respect for human rights 9.0 (companies implementing HRDD)
among employees of overseas business partners. _ '

None in particular. I 29.6

0.0 5.0 10.0 15.0 20.0 25.0 30.0 35.0

Note: “n” is the number of companies excluding those giving “no response” from the number of responding companies in all figures.

Source: JETRO FY2022 Survey on the International Operations of Japanese Firms (conducted from November to December 2022)
Copyright © 2023 JETRO. All rights reserved. 8




3. Good Practices of Human Rights DD IEIK)

3-1 Examples of Good Practices of
Japanese Companies’ Human Rights DD

m There is no one fit answer to human rights Due Diligence (DD), and the issues and priorities that
need to be addressed and good practices differ depending on the business model, industry, size,
and extent of overseas expansion of the company.

m This presentation will focus on some of the good practices in the three Asian countries from the
joint study on human rights DD initiatives of Japanese companies in Japan, Bangladesh, Cambodia,
and Vietnam with the ILO Office in Japan, which has been underway since last summer.

Good Practice Cases of Human Rights Due Diligence by Japanese Companies

DUE DILIGENCE PROCESS Corporate Case Studies

; ; ; - Efforts to make known and disseminate its human rights policy by preparing
) Embed responsible business conduct into and distributing handbooks in local official languages. [UN Guiding Principle 16,

policies and management systems OECD Guidance 1.1] (Canon Inc.)
Identify and assess actual and potential - Efforts to grasp the work environment at local factories through various means
@ adverse impacts associated with the such as weekly reports and factory visits. [UN Guiding Principles 18, OECD

enterprise’s operations, products or services Guidance 2.2, ILO MNE Declaration 9] (Kojima Iryo Co.,Ltd.)

« Reducing of the risk of occupational accidents through dialogue with employees.
3 Cease, prevent and mitigate adverse impacts [UN Guiding Principles 19, OECD Guidance 3.1, ILO MNE Declaration 44]
(Wacoal Holdings Corp.)

« Self-assessment of grievance mechanisms in accordance with UNGPs and
@ Track implementation and results addressing issues identified. [UN Guiding Principles 20, 31, OECD Guidance 4.1]
(FAST RETAILING CO., LTD.)

« Efforts to disclose both qualitative and quantitative information in a manner that

® Communicate how impacts are addressed is easy for stakeholders to understand. [UN Guiding Principles 21, OECD
Guidance 5.1, ILO MNE Declaration 30, 44] (Toshiba Corp.)

« Enabling prompt responses when problems including human rights violations
® Provide for or cooperate in remediation when  occur by using Crisis Management Reports with suppliers and building an
appropriate information-sharing framework.[Guiding Principle 22, OECD Guidance 6.1]
(ASICS Corp.)

Source: Excerpt from ILO/JETRO Joint Report, Chapter 9 Copyright © 2023 JETRO. All rights reserved. | 9
e




3. Good Practices of Human Rights DD

3-2 Distributing a handbook in local official

JETRO

Japan External Trade Organization

languages to disseminate human rights policy

m Canon has published the human rights policy in 2021 in both Japanese and English languages
through its website, and also disseminates its human rights policy and other such policies using the

official language of the countries where its factories are located.

m Canon Vietnam, for example, has prepared a handbook in Viethamese which describes the
Canon Group Code of Conduct, and internal rules of Canon Vietham, including respect for
human rights, and distributes it to employees when they join the company to know about it.

Spreading of awareness about human rights policy through distributing a handbook in the official languages of the countries.

® [t is important not only to formulate a
human rights policy, but also to ensure that
people are aware of them and to put them
into practice.

® Canon Vietnam distributes a handbook
containing the human rights policy and
related information in the official language
of the country when their employees join
the company, in order to make them aware
of not only the existence of human rights
policies, but also to make them aware of
the specific human rights and workers’
rights which are to be protected.

® The handbook also provides information
on the internal reporting system as well
as the contact point for consultations,
making it easier to respond promptly to
occurrences such as human rights issues
and concerns which arise in relation to such
issues.

Source: Excerpt from ILO/JETRO Joint Report, Chapter 9

Ccanon
SO TAY NHAN VIEN
CANON VIET NAM

ynh dua trén bé Quy tac hénh vi ung xd ¢ bdn
in Cancn (Conon Code of Conduct) va bd Quy
cua Lién minh doanh nghiép cé trach nhiém
Lle Business Alllance_ RBA)

(Canon Vietnam handbook cover,
provided by Canon Vietham)

Introduction :

- Message from General Director

- Employee commitment

- Canon Group Corporate Philosophy etc.

Section 1: Canon Group Code of Conduct

I | General rules

I | Management attitude

Il | Board Member/Employee Code of Conduct

Section 2: Canon Vietnam Policy and Basic Regulations

General rules

Human rights protection

Recruitment policy

Security

Environmental policy

Occupational health and safety

Social welfare activities

Social Contribution Activities / Donations

O 0 (N|O|N|h(WIN|-

Labour Union

=
o

Internal reporting system

(Excerpt from the table of contents of
Canon Vietnam handbook)
Copyright © 2023 JETRO. All rights reserved. 10




3. Good Practices of Human Rights DD J—EIK)

3-3 Collaboration with Suppliers in Crisis
Management

m ASICS has built a system for wide-ranging information sharing with the company if a
problem such as a human rights violation occurs at a contracted factory.

m By reporting information, not only to the Procurement Headquarters but also to the Sustainability
Headquarters, a system is in place that allows employees who are well-versed in work related to
sustainability, including human rights issues, can be involved quickly in the correction of human
rights problems, if they exist, and preventing their reoccurrence.

Utilization of crisis management reports at headquarters and linkage with crisis management systems at suppliers.

ASICS
] Report R
Supplier  c—p eport
Companies Procurement
(in Ca||131bodia) < Headquarters G Sustainability Headquarters
Support Support

‘IIIlIIIIIIIIIIIIIIIIIIIIIIIIIIII

Issues are managed by Fill in a Crisis Management Manage Crisis Management Reports
level Report « Problems that occur at factories are
« Level 1 (minor injuries to - A wide range of problems, even grasped quickly.
employees) to Level 3 seemingly trivial ones, that occur at * Sustainability Headquarters asks for
(problems affecting human factories are described. additional confirmation from Procurement
life or the factory as a - The progress of problems can be Headquarters as required and supports
whole, such as fires and tracked until their resolution. the response.
strikes) « Confirmation of final resolution and
measures for the prevention of
Source: Excerpt from ILO/JETRO Joint Report, Chapter 9 FEOCCUITEeNCEe.  copyright © 2023 JETRO. Al rights reserved. | 11



Thank you for your attention!

Susumu Tanaka
Senior Economist,
Research & Analysis Department

Japan External Trade Organization
(JETRO)

m Disclaimer of liability

006

+*81-3-3582-5544

ORA@jetro.go.jp

T107-6006
6F ARK Mori Building, 1-12-32 Akasaka,
Minato-ku, Tokyo

Responsibility for any decisions made based on or in relation to the information provided in this material shall rest solely upon the reader.
Although JETRO strives to provide accurate information, JETRO will not be responsible for any loss or damages incurred by readers resulting from

the use of such information in any manner.

[Reproduction without permission is prohibited]
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