INSIGHT

Worker Welfare:
How to Manage
High-Risk
Contractors
By James Lewry
“They looked good on paper but we didn’t
identify an ongoing cash-flow risk, and the
contractor’s workers have not been paid for
three months this year. Now it’s our risk.”
- Operations Manager, Abu Dhabi.
Abu Dhabi is an attractive
environment for foreign investors.
With the government’s ambitious
vision for development, supported
by the Emirate’s significant oil
wealth and large sovereign wealth
funds, Abu Dhabi’s open and stable
business environment signals its
investment potential. It’s easy to see
why international businesses choose
to directly invest in infrastructure
projects, license brands to arts and
entertainment projects, or operate
businesses for regional leverage in
the GCC.
As a result, Abu Dhabi and the UAE
are home to a large population of
foreign migrant workers attracted by
employment opportunities. In 2016
migrant workers remitted US$19
billion from the UAE to their home
countries, contributing a significant
amount to the GDP of those countries.
But while the labour laws of the
UAE are well established, it is the
poor adherence to these laws by
contractors and suppliers, and poor
practices in the supply chain of
the labour-sending countries, that
expose investors to reputation and
operational risks.
In response, most international
companies and regional partners
have well-established sustainability
programmes that include worker
welfare codes of practice. Moreover
these codes will likely be included
in supplier agreements, with third
parties required to sign up to their
implementation, and will be regularly
audited to ensure compliance. But
what happens when audits find that
contractors and suppliers are not
meeting a worker welfare code? Or
there is commercial pressure to ‘just
make it work’?
There is no easy solution to the
challenges of migrant welfare abuses,
which present a risk that cannot be
managed at arms-length through a
policy or contract. If it is in your chain
it is your responsibility, particularly
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if you are subject to increasing
international legislation such as the
UK Modern Slavery Act. So when it
comes to working with contractors
and suppliers that could be exposing
you to poor welfare practices, what
can you do? Here are some learning
points taken from companies in the
region that are successfully managing
worker welfare risk right now:
• Ensure that your procurement
team is trained to identify welfare
red flags and implementation
challenges in a supplier’s response
to your welfare code of conduct.
With the pressure of finding a
supplier that is technically capable
but at the lowest price, worker
welfare can take a back seat in
evaluation.
• Understand the root causes of
non-compliance. Is your contractor
actually high risk or is it that your
controls aren’t compatible with
regional operating realities? Can
they practically implement what you
are asking?
• Drive continual improvement and
train your third parties in your code
of conduct. Give regular guidance
on compliance; this support is
welcomed by suppliers and can
provide business benefits beyond
your project. In many cases small
suppliers do not understand
their requirements under the law,
particularly on working hours, or
don’t formalise correct working
practices in policies. They need
help and this can pay off for you
and your supplier in future working
relationships.
• Encourage communication and
transparency with workers over
pay, employment terms and living
conditions, to avoid collective action
– such as withdrawal of labour. This
can cost projects millions of dollars
in lost project time and one of the
main causes of worker grievances
is lack of communication (by the
employer) and misunderstanding
of contract terms. Ensuring workers
understand their employment

contract (a requirement under
the law) and are given pay slips
explaining their pay and benefits
are simple but effective controls in
averting issues.
• Don’t rely on ‘arms-length’ controls,
such as audits and self-certification
tender responses as the only
measure of a supplier’s ability to
comply with your welfare code or
policy. Request actual evidence of
compliance and give guidance to
suppliers on how to obtain this from
their subcontractors.
• Make sure everyone in your
business and supply chain
understands the causes of worker
welfare risk. For example: delays
in wage payment can happen in
the supply chain but the issue is
magnified if it is not communicated.
• Encourage those at risk to report
breaches of your welfare code, but
more importantly ensure that you
communicate the remedial actions
taken to build trust and confidence.
An effective way of doing this is
to use an independent call line
for workers to report grievances
outside of their direct employer in
their own language. The use of such
lines has been shown to enhance
communication and reduce the
likelihood of issue escalation, such
as a strike.
• High-risk suppliers aren’t your
responsibility alone, so use
engagement and partnership with
other businesses in your sector and
local authorities to understand how
you can manage the root causes
of their risk more effectively. Share
information and best practice
with your peers; it’s likely they are
experiencing similar challenges.
• You cannot eliminate welfare risks
in the supply chain, but you can
manage your exposure. Don’t
abandon your welfare obligations
or principals but do adapt their
implementation to take account of
any genuine operational challenges.
James Lewry is Director, Control Risks
Middle East.
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