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There is growing and widespread support for a new law requiring businesses, and the public sector to
conduct human rights and environmental due diligence. This includes support from parliamentarians,
businesses, investors, civil society organisations and over 145,000 members of the public. To best
meet this need, the UK Corporate Justice Coalition (CJC) is calling for a Business, Human Rights and
Environment Act (BHREA) - mandatory human rights and environmental due diligence legislation
modelled on the successful “failure to prevent” legal mechanism.

This paper outlines how a new law can be designed in a way that is practical, proportionate, and
supportive of responsible business conduct among small and medium-sized enterprises (SMEs).
Drawing on existing UK legal precedents, international standards such as the UN Guiding_Principles on
Business and Human Rights (UNGPs), and examples from EU legislation, it shows how such a law
would align with global best practices.

It also addresses key concerns SMEs may have about new due diligence requirements and
demonstrates how a BHREA can ultimately benefit SMEs by helping to level the playing field for the
those that that face an unfair disadvantage when competing against or doing business with larger
companies that are being allowed to benefit from unethical purchasing practices, human rights abuses
and environmental devastation.

Why SMEs should be included in a BHREA

To ensure effectiveness, coherence, clarity and alignment with international guidance, a BHREA
should apply to companies of all sectors and sizes carrying out business in the UK. This should
include small and medium-sized enterprises (SMEs) because they also produce and source
commodities that result in human rights and environmental harms.

The_UNGPs are the internationally accepted standard for business conduct and they clearly state that

“the responsibility of business enterprises to respect human rights applies to all enterprises regardless
of their size, sector, operational context, ownership and structures” and “some small and medium-sized
enterprises can have severe human rights impacts, which will require corresponding measures
regardless of their size”. To meet their responsibilities all businesses, including SMEs, should have a
policy commitment to respect human rights, conduct human rights due diligence, and ensure they
provide effective processes to enable remediation.

Making the BHREA work for SMEs

1.Proportional responsibility, avoiding excessive bureaucracy and
managing costs.

The UNGPs make it clear that a business’s responsibility is proportional to its size and the severity of
impacts. The UNGPs also explicitly acknowledge that due diligence processes can be tailored to a
business’s capacity, including by using informal due diligence approaches that may be more suitable
for SMEs.
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Similarly, the_ OECD Guidelines on Responsible Business Conduct highlight that business
responsibilities should be proportionate to the size of the enterprise, its level of involvement with an
adverse impact, and the severity of the harm.

The UK ‘failure to prevent’ model, as first established in the Bribery Act 2010, provides a useful
precedent for how the UNGPs and the OECD Guidelines can be operationalised in the UK context
without imposing disproportionate burdens on SMEs. Under this model, SMEs can show compliance
by demonstrating that they have “adequate procedures” in place to prevent harm. Research among
SMEs showed that 72% of those aware of the Bribery Act were confident they could implement
adequate procedures.

Similarly, the House of Lords Select Committee on Small and Medium-Sized Enterprises_reported
during the post-legislative scrutiny of the Bribery Act, that while SMEs don't have the same resources
as larger companies do to implement procedures, they benefit from being able to more easily monitor
their employees and operations, allowing them to implement procedures on a proportionate scale. The
report concluded that SMEs are uniquely positioned to approach and implement the Act in a different
way, and that these challenges did not warrant any special statutory exemptions.

Given that many SMEs already have closer relationships with their suppliers, no significant increase
is expected in costs. A 2020 EU_study conducted by LSE and BIICL _estimated recurring company-level
costs of 0.14% of revenue for SMEs to conduct due diligence through the supply chain. Research
conducted by the OECD and the University of Columbia’s School of International Public Affairs (SIPA),
indicates that there are no disproportionate financial impacts for SMEs conducting HREDD.

By promoting the ‘failure to prevent’ model which centres on harm prevention rather than focusing on
bureaucratic processes, the BHREA takes an outcome-focused approach. Combined with appropriate
guidance and support, this approach would enable proportional responsibility, minimise additional
bureaucratic burdens for SMEs and allow businesses flexibility in how they approach harm prevention,
tailored to their size and situation.

How a BHREA could protect SMEs from the unethical practice of larger companies

One of the central aims of a BHREA is to create positive impacts for suppliers, which are often SMEs.
Suppliers can suffer from intense price pressure, unethical purchasing practices and responsibility-
shifting by larger businesses. This can lead to human rights abuses, labour rights abuses and
environmental harm.

The case of Boohoo

Unfair shifting of responsibility can impact both international and domestic suppliers, as
illustrated by the Boohoo scandal. Between 2017 and 2020, a series of reports and
investigations revealed exploitative worker conditions in Leicester factories that were
producing clothes for the UK brand. The lack of strong UK legislation allowed Boohoo, as the
retailer, to escape responsibility, even though its purchasing practices were a driving_cause of
the labour exploitation taking place in these factories. Existing regulatory loop-holes enabled a
‘blame’ game, where Boohoo repeatedly chose to disengage, rather than collaborate and
consult with suppliers and rightsholders. As a result, Boohoo did not provide remediation for
affected workers, including those whose wages went unpaid, and did not take responsibility for
its own unethical purchasing practices. Due to the failure to address the unethical purchasing
practices at the root of the abuses and the lack of remedy, abusive working conditions and
poor purchasing practices impacting supplier SMEs continue to be reported in the global and
national garment industry. A_legal opinion, commissioned by CJC has found that a BHREA
could have incentivised earlier corrective action or, at the very least, provided a clear avenue
for redress for affected workers.
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Strategies for protecting suppliers from unethical practice

International standards are clear that reforms to purchasing practices, a prohibition on cost-shifting
and rightsholder engagement must lie at the core of any HREDD. For example, the official interpretive
guide to the UNGPs offers the following helpful illustration: “If the buying division of a toy company
makes decisions without regard to how they may impact the ability of suppliers to comply with labour
rights standards, the enterprise risks contributing to adverse human rights impacts.”

Thus, an effective law must have clear safeguards to uphold responsibilities fairly at different stages
in the value chain. These safeguards should include, among others, a requirement for companies to
adopt responsible purchasing practices and the prohibition of passing on the costs of due diligence to
the supplier. Guidance should also make clear that disengagement of a business from their suppliers
should be a last resort, with rapid disengagement only done in cases of severe harm and where
exercising leverage over suppliers is not possible (e.g. state-imposed forced labour). Instead, larger
businesses, such as major buyers, should work constructively with their suppliers.

By learning from other examples we can also see how these safeguards could also be incorporated
into a BHREA in the UK:

The EU Corporate Sustainability Due Diligence Directive (CSDDD) provides an example for
possible protections that can address power imbalances, harmful purchasing practices, and
price pressures—especially for smaller producers (see recitals 46, 47, 54 and articles 10 (2)(e)
and 11(3)(f)). It reinforces that large businesses should ‘provide targeted and proportionate
support’ for SME business partners, including through capacity building and financial support,
rather than pressuring SMEs to cut corners to remain competitive.

Germany'’s Supply Chain Act (LkSG) also serves as a relevant example. According to guidance
from the Federal Office for Economic Affairs and Export Control (BAFA), obligations under the
Act cannot simply be passed on to suppliers. BAFA has confirmed that unlawful supplier
demands can result in sanctions such as fines, warnings, penalty payments, or exclusion from
public procurement. It has also established a reporting office where SMEs can file complaints
against companies attempting to pass on their obligations. Similarly, the Federal Ministry of
Labour and Social Affairs provides FAQs for SMEs on how to act when buyers have
unreasonable demands.

SMEs have recently expressed support for the German Supply Chain Act as well as the Corporate
Sustainability Due Diligence Directive, emphasising that “repealing, postponing or renegotiating laws
does not help anyone, because we, as companies, need planning security.”

Mandatory HREDD legislation will impact SMEs—whether they are directly in scope, as they should be
according to international standards, or whether they are indirectly impacted, as is the case under the
CSDDD and the German Supply Chain Act. Therefore, it is essential that proper safeguards are built into
a strong UK law to protect SMEs from an unfair shifting of responsibility.

The adoption of the failure to prevent model would reverse the burden of proof and give SMEs
additional leverage to challenge larger businesses at the top of the chain that try to pass their
obligations onto their suppliers. The model would require businesses to genuinely address harm and
engage with all actors involved, rather than treating HREDD as a ‘tick box’ exercise. In the case that
harm occurs within the value chain, the defence of the business will hinge upon whether all steps taken
—including HREDD—represent reasonable efforts to prevent the harm. Steps would not be considered
reasonable in the case that a business had simply disengaged from its suppliers entirely or if
responsibility was unduly shifted onto the supplier through low prices, unethical contract terms or other
unethical practices. Guidance can help make these expectations explicit.
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Our proposal for a BHREA would require large companies to take responsibility for how their actions
impact smaller businesses further down the supply chain and provide SMEs operating within larger
supply chains with an avenue for defending themselves against liability shifting and unethical
purchasing practices.

Additional measures to support SMEs, including but not limited to guidance, training, and a
complaints mechanism with the UK government for companies that do try to shift responsibility,
should be provided for both UK SMEs as well as suppliers abroad.

The Bribery Act was accompanied by comprehensive guidance aimed to support businesses,
particularly SMEs, to implement changes and comply with the law. This included the Quick Start Guide,
which helps SMEs quickly determine if further investigation is necessary; the Government's
‘business.gov.uk’ website, which provides export compliance information and directs SMEs to external
resources for training; and a SME support line for direct advice used to be provided by the Department
for Business, Energy and Industrial Strategy. As found in the report from the House of Lords Select
Committee on Small and Medium-Sized Enterprises, it is also important that this guidance is well-
disseminated to ensure that SMEs are aware of it.

These and other measures, as also outlined in the previous section, are important for supporting SMEs
and will help keep any compliance burden proportionate to the size of the business.

The current regulatory environment does not provide for sufficient clarity and certainty for SMEs. This
is reflected in a 2020 business_survey conducted by the British Institute of International and
Comparative Law (BIICL)—of which 25% of respondents were SMEs—which found that the majority of
UK businesses believe that current UK laws do not provide clarity (>75%) or sufficient legal certainty
(>68%) on human rights obligations. A 2020 EU study on due diligence also showed that businesses
clearly preferred a cross-issue approach over an issue-specific one. In contrast, the UK’s current
piecemeal approach with individual laws, such as the Environment Act Schedule 17 and the Modern
Slavery Act s 54, risks resulting in increased burdens for businesses. Furthermore, in recent years, the
Supreme Court judgments on Vedanta and Shell, and the adoption of additional legislation in other
countries, have led to additional uncertainties rather than clarifying obligations.

Clear, consistent legislation that applies to all businesses and sectors and that is coupled with
accompanying guidance and support can create much needed clarity for businesses on expectations
around human rights, labour rights and the environment. Including UK SMEs within the scope of a
BHREA would not only be aligned to international standards, but it would also create more legal
certainty. Applying a known mechanism, already used in the Bribery Act, a BHREA would provide a
clear framework of expectations.

Compliance with a BHREA will not create additional burdens for companies already following the
UNGPs and will ensure coherence and stability across countries. Our proposal ensures alignment with
other countries in terms of the obligations it places on businesses, whilst applying a tailored
enforcement model that is proven to be effective in the UK context. In line with this, the 2020 BIICL
survey found that 82.14% of responding businesses agreed that additional UK regulation with a failure
to prevent human rights harm mechanism would provide legal certainty. This was closely followed by
74.07% expecting benefits on a level playing field and 75% on the facilitation of leverage with suppliers
(75%).
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Conclusion

The UK is required to implement the UNGPs and there is a growing need to update domestic
legislation following developments in other neighbouring regions. By incorporating lessons from the
UK Bribery Act, the UK has the opportunity to design a law that enhances corporate accountability while
remaining practical and proportionate for SMEs. The CJC's proposal for the BHREA is grounded in
international standards and rigorous analysis of existing research and designed to ensure that due
diligence obligations are tailored to a business'’s size, level of influence, and risk exposure.

This approach avoids placing undue burdens on SMEs, safeguards their competitiveness, and
supports meaningful responsible business conduct. A well-designed BHREA can therefore provide a
fair, effective, and enforceable legal framework that benefits businesses of all sizes while contributing
to a stable and ethical operating environment.

We urge you to express your support for this call in Parliament at every available opportunity, to ask
questions, join debates, and sign relevant motions/pledges.

For more information, or suggested Parliamentary Questions/next steps please contact:
dominique.muller@cjcoalition.org

This briefing forms part of a wider series on the need for a new Business, Human Rights and Environment
Act. For an issue-specific briefing on the environment and the just transition see here.
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