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EXECUTIVE   SUMMARY  
The   issue   of   forced   labor   is   one   that   has   received   much   attention   from   civil   society   organizations   and  
increasing   attention   from   governments,   but   has   not   yet   been   widely   acknowledged   by   the   investment  
community.   Investors   are   faced   with   wildly   fluctuating   markets,   demanding   clients,   tight   deadlines,   and   the  
challenge   of   identifying   for   each   prospective   investment   which   issues   and   metrics   should   be   considered  
and   prioritized   when   making   investment   decisions.   
 
This   Guide   is   intended   to   assist   with   the   last   item   --   how   to   conduct   due   diligence,   specifically   as   it   relates  
to   forced   labor   in   the   apparel   industry.   It   approaches   due   diligence   based   on   well   established   human  
rights   frameworks,   most   notably   The   UN   Guiding   Principles   on   Business   and   Human   Right,   which   under  
Guiding   Principle   17,   states   that   “In   order   to   identify,   prevent,   mitigate   and   account   for   how   they  
[companies]   address   their   adverse   human   rights   impacts,   business   enterprises   should   carry   out   human  
rights   due   diligence .”  1

 
Globally,   slavery   is   estimated   to   generate   $150bn   in   profits   each   year,   and   approximately   one   third   ($46.9  
billion)   is   generated   in   developed   countries.   So,   regardless   of   whether   a   business   is   based   in   Italy   or  
Indonesia,   investors   in   the   US   are   likely   to   have   exposure   to   forced   labor   in   their   portfolios.   A   survey   of   31  
analysts   found   that   investors   recognize   the   importance   of   forced   labor   metrics,   but   also   that   there   is   no  
primary   tool   or   resource   used   by   the   majority   of   those   conducting   research   on   this   issue.   Data   on   forced  
labor   is   distributed   across   company   reports,   policies,   nongovernmental   organizations,   and   other  
third-party   sources.   This   fragmentation   makes   it   very   challenging   for   investors   to   aggregate   the  
information   and   identify   which   factors   matter.   However,   the   good   news   is   that   there   is   data   out   there,   and  
substantial   efforts   are   being   made   to   aggregate   and   report   it   in   a   way   that   can   be   utilized   by   investors   and  
the   public   at   large.   
 
With   the   goal   of   helping   investors   identify   how   they   can   approach   this   issue,   this   Guide   uses   the   apparel  
industry   as   an   example   of   an   industry   in   need   of   their   attention,   and   concludes   with   recommendations   of  
how   to   begin   addressing   it   through   their   analysis.   Although   the   target   audience   is   institutional   asset  
managers,   it   may   also   be   of   value   to   individual   investors   interested   in   understanding   how   their  
investments   may   be   exposed   to   forced   labor.   All   of   the   data   sources   mentioned   in   the   guide   are   publicly  
available.   It   is   the   hope   of   the   author   that   the   proposed   guidance   will   make   identifying   forced   labor   an  
issue   that   is   both   urgent   and   feasible,   and   by   doing   so,   remove   a   barrier   to   addressing   and   ultimately  
eliminating   it.  
 
  

1   https://mk0globalnapshvllfq4.kinstacdn.com/wp-content/uploads/2018/08/un-guiding-principles-on-business-and-human-rights.pdf  
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The   impact   of   the   current   global   crisis,   COVID-19,   on   laborers   in   the   apparel   industry   
 
As   this   paper   is   being   finalized,   the   world   is   faced   with   a   global   crisis   that   has   brought   most   businesses   to  
a   halt.   In   response   to   the   spread   of   COVID-19,   many   countries   have   applied   some   form   of  
shelter-in-place,   requiring   citizens   to   social   distance   and   all   but   essential   businesses   to   close   for   an  
unknown   period   of   time.   This   uncertainty   means   that   demand   for   clothing   has   plummeted   and   fashion  
brands   have   responded   by   cancelling   orders   from   their   suppliers.   Manufacturers   all   along   fashion’s  
complex   supply   chain,   already   fragile   to   slight   disruptions,   are   scrambling   to   cut   costs   and   labor   is   one   of  
the   easiest   areas   for   them   to   immediately   make   changes.   Workers   in   developing   countries,   where   the  
majority   of   apparel   manufacturers   are   located,   already   struggling   to   make   a   living,   will   be   pushed   further  
into   poverty.   Free   the   Slaves,   an   NGO   which   campaigns   against   modern   slavery,   has   issued   a   call   to  
action   for   society   to   p lan   for   the   global   pandemic’s   consequences,   including   when   debt   will   force   many  
families   into   forced   labor.   They   warn   that   traffickers   with   false   promises   of   lucrative   work   abroad   will   target  
impoverished   villages .  2

 
The   Partnership   for   Sustainable   Textiles   (aka   The   Textiles   Partnership),   founded   in   October   2014   in  
response   to   the   deadly   accidents   in   textile   factories   in   Bangladesh   and   Pakistan,   has   created   a  
centralized   resource   page   to   help   companies   stay   up   to   date   with   the   latest   industry   developments   related  
to   the   COVID-19   crisis,   as   well   as   guidelines   for   responsible   purchasing   practices   to   mitigate   short-term  
negative   effects,   with   additional   guidelines   to   be   developed   for   the   longer   term.   The   guidelines   are  
publicly   available   on   their   website .  3

 
There   was   a   clear   need   for   better   supply   chain   management   prior   to   the   Covid-19   outbreak.   There   is   an  
even   greater   need   now.   As   institutions   begin   to   rebuild   from   the   Covid-19   crisis,   much   like   the   rebuilding  
after   a   major   war,   there   is   an   opportunity   to   establish   more   transparent   and   responsible   standards.   The  
investment   industry   can   be   a   major   catalyst   to   set   higher   standards   and   put   pressure   on   companies   to  
disclose   how   they   are   managing   their   forced   labor.   I   hope   that   this   report   will   be   one   of   many   tools   to  
support   that   endeavor.   
 
 
 
 
  

2   https://www.freetheslaves.net/covid-19-impact-on-communities-plagued-by-slavery/  
3   https://www.textilbuendnis.com/en/covid-19/  
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HRW Human   Rights   Watch  
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IFC International   Finance   Corporation  
IIRC International   Integrated   Reporting   Council  
ILAB Bureau   of   International   Labor   Affairs  
ILO International   Labour   Organization  
KTC KnowTheChain  
NGO Non-Governmental   Organization  
OECD Organisation   for   Economic   Co-operation   and   Development  
PRI Principles   for   Responsible   Investment  
RAFI Human   Rights   Reporting   and   Assurance   Frameworks   Initiative  
SAC Sustainable   Apparel   Coalition  
SASB Sustainability   Accounting   Standards   Board  
SDG Sustainable   Development   Goal  
UCL Unfair   Competition   Law  
UNEP   FI United   Nations   Environment   Programme   Finance   Initiative  
UNGP United   Nations   Guiding   Principles   on   Business   and   Human   Rights  
US   SIF The   Forum   for   Sustainable   and   Responsible   Investment  
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ISSUE   BACKGROUND  
 
Forced   Labor  
 
The   International   Labour   Organization   (ILO),   a   United   Nations   agency   whose   mandate   is   to   advance  
social   justice   and   promote   decent   work,   reports   that   at   any   given   time,   an   estimated   40.3   million   people  
are   in   modern   slavery .   By   many   accounts   that’s   the   highest   number   of   people   in   modern   slavery   than   at  4

any   other   period   of   time.   Modern   slavery   takes   many   forms,   including   domestic   servitude,   sex   trafficking,  
forced   labor,   child   labor,   and   criminal   exploitation.  
 
Of   those   in   modern   slavery,   24.9   million   are   living   in   conditions   of   forced   labor,   and   of   those   24.9   million,  
16   million   are   exploited   in   the   private   sector .   Forced   labor   refers   to   work   undertaken   involuntarily,   often  5

through   manipulation,   and   typically   enforced   by   threat   of   physical   violence,   deportation,   or   financial  
obligation.   The   most   common   types   of   forced   labor   in   the   apparel   industry   are   bonded   labor,   labor  
resulting   from   trafficking,   and   state-imposed   forced   labor.   
 
Forms   of   Forced   Labor  

 
 
The   apparel   industry,   one   of   the   largest   consumer   goods   sectors   in   the   world,   was   selected   as   the   focus  
of   this   report   for   its   high   risk   of   exposure   to   forced   labor,   as   well   as   its   global   economic   significance.   The  
International   Labour   Organization   (ILO)   estimates   that   of   those   in   forced   labor   in   the   private   sector,   half  
(8.2   million)   are   in   bonded   labor,   and   that   proportion   rises   above   70%   for   adults   who   were   forced   to   work  
in   manufacturing   (which   includes   apparel,   agriculture,   or   domestic   work) .   Further,   the   global   nature   of   the  6

apparel   industry   value   chain   means   that   unchecked,   any   apparel   product   may   unwittingly   be   produced  
using   forced   labor.   The   Walk   Free   Foundation’s   2018   Global   Slavery   Index ,   which   provides   a   country   by  7

country   ranking   of   the   number   of   people   in   modern   slavery,   identified   apparel   (garments)   as   one   of   the  
top   five   products   imported   into   the   United   States   at   risk   of   having   been   made   using   forced   labor   (along  

4   https://www.ilo.org/wcmsp5/groups/public/---dgreports/---dcomm/documents/publication/wcms_575479.pd  
5   https://www.ilo.org/wcmsp5/groups/public/---dgreports/---dcomm/documents/publication/wcms_575479.pd  
6   https://www.ilo.org/wcmsp5/groups/public/---dgreports/---dcomm/documents/publication/wcms_575479.pdf  
7   https://www.globalslaveryindex.org/resources/downloads/  
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with   electronics,   fish,   timber,   and   cocoa) .   Solving   this   issue   requires   the   collaboration   of   many   diverse  8

stakeholders.  
 
Stakeholders  
 
Apparel   company   workers   are   at   the   center   of   the   issue   of   forced   labor   and   number   in   the   millions,   but   the  
vulnerabilities   that   lead   to   their   exploitation,   and   the   systematic   suppression   of   their   voices,   limits   their  
ability   to   effectively   advocate   for   their   own   human   rights.   Further,   the   pursuit   of   low   cost   manufacturing  
leads   apparel   companies   to   subcontract   in   countries   where   regulatory   oversight   is   weak   and   increases  
the   odds   of   forced   labor.   To   effectively   eliminate   the   use   of   forced   labor,   customers,   governments,   NGOs,  
investors,   and   suppliers   will   need   to   engage   with   apparel   companies   and   leverage   their   influence   to  
improve   the   industry's   business   practices.   
 
Although   greater   effort   is   being   made   by   nation   states   to   address   this   issue   (more   on   regulation   in   the  
following   section),   enforcement   is   highly   dependent   on   companies   having   transparency   into   their   supply  
chains,   and   as   history   has   proven,   companies   have   been   slow   to   prioritize   this   issue.   Up   until   the   Rana  
Plaza   building   collapse   in   2013,   there   was   virtually   no   public   reporting   on   apparel   company   suppliers,   but  
thanks   in   large   part   to   the   pressure   being   asserted   by   NGOs,   and   supported   by   increasing   consumer  
awareness,   more   information   is   becoming   available.   
 
In   2016,   several   labor   and   human   rights  
organizations   formed   a   coalition   to   advocate   for  
transparency   in   apparel   supply   chains.   Coalition  
members   included   global   unions   (IndustriALL  
Global   Union,   International   Trade   Union  
Confederation,   and   UNI   Global   Union),   and  
international   labor   and   human   rights   organizations  
that   focus   on   the   apparel   sector   (Human   Rights  
Watch,   Clean   Clothes   Campaign,   Maquila  
Solidarity   Network,   Worker   Rights   Consortium,  
International   Corporate   Accountability   Roundtable,  
and   International   Labor   Rights   Forum).   The  
coalition   endorsed   a   Transparency   Pledge   as   a  9

minimum   standard   for   supply   chain   disclosure.   To  
trace   the   progress   made   by   companies,   Human  
Rights   Watch   (HRW)   tracked   the   results   of   the  
Fashion   Revolution’s   Fashion   Transparency   Index  
(FTI)   and   found   that   in   2016   only   5   companies  
surveyed   (12.5%)   were   publishing   supplier   lists   that  
covered   tier   1;   in   2017,   32   of   the   brands   surveyed   (32%)   were   publishing   their   tier-1   supplier   factories’  
lists;   in   2018,   55   brands   out   of   150   (37%)   were   publishing   their   tier-1   supplier   factories’   lists;   and   in   2019,  
70   brands   out   of   the   200   companies   surveyed   (35%)   were   publishing   their   tier-1   supplier   factories’   lists .  10

This   is   a   good   start,   but   insufficient   to   solve   the   problem   on   its   own   since   even   if   100%   of   companies  
published   their   supplier   lists,   transparency   is   just   the   first   step   towards   eliminating   forced   labor.   Once  

8   https://downloads.globalslaveryindex.org/ephemeral/GSI-2018_FNL_190828_CO_DIGITAL_P-1593127995.pdf  
9   https://www.hrw.org/report/2017/04/20/follow-thread/need-supply-chain-transparency-garment-and-footwear-industry  
10   https://www.hrw.org/report/2019/12/18/fashions-next-trend/accelerating-supply-chain-transparency-apparel-and-footwear   
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issues   have   been   identified,   organizations   will   need   to   develop   approaches   for   rectifying   and   preventing  
future   labor   abuses.  
 
Investors   can   play   a   significant   role   by   setting   expectations   for   how   companies   should   be   managing   their  
potential   exposure   to   forced   labor,   as   well   as   tracking   their   progress,   and   holding   them   accountable.   Once  
invested   in   a   company,   investors   are   capable   of   affecting   positive   change   through   active   engagement,  
filing   resolutions,   collaborating   with   peers,   influencing   public   policy   and   educating   shareholders.   A   report  
published   by   Ceres   in   February   2019   titled,   “The   role   of   investors   in   supporting   better   corporate   ESG  
performance:   Influence   strategies   for   sustainable   and   long-term   value   creation ,”   provides   a   very  11

thorough   evaluation   of   the   impact   investors   can   have   on   companies.   A   notable   PRI   study   cited   in   the  
report   found   that,   “evidence   from   collaborative   dialogues   involving   225   investment   organizations   over   the  
period   between   2007-2017   shows   that   after   ‘successful’   engagements   (as   defined   by   a   set   of  
predetermined   criteria   and   scorecards)   have   occurred,   target   companies   experience   improved   profitability  
(as   measured   by   return   on   assets),   while   unsuccessful   engagements   demonstrate   no   change .”  12

 

THE   INVESTMENT   CASE  

Materiality  
On   May   14,   2020   the   Investor-as-Owner   Subcommittee   of   the   SEC   Investor   Advisory   Committee  
published   their   recommendations   relating   to   environmental,   social   and   governance   (ESG)   Disclosure.  
The   subcommittee   found   that   ESG   information   is   material   to   investors   regardless   of   an   Issuer’s   business  
line,   model   or   geography,   and   is   different   for   every   Issuer   and   have   recommended   that   the   SEC   update  13

the   reporting   requirements   of   Issuers   to   include   material,   decision-useful,   ESG   factors.   For   investors  
seeking   to   learn   more   about   ESG   materiality,   a   commonly   cited   study   on   the   impact   of   sustainability  
criteria   is   a   2015   paper   by   Mozaffar   Khan,   George   Serafeim,   and   Aaron   Yoon,   titled   “Corporate  
Sustainability:   First   Evidence   on   Materiality .”   Their   research   found   empirical   evidence   that   firms   with  14

good   ratings   on   material   sustainability   issues   significantly   outperform   firms   with   poor   ratings   on   these  
issues.   A   more   recent   report   by   McKinsey   goes   on   to   specify   five   ways   in   which   strong   ESG   criteria   is  
linked   to   value   creation:   (1)   facilitating   top-line   growth,   (2)   reducing   costs,   (3)   minimizing   regulatory   and  
legal   interventions,   (4)   increasing   employee   productivity,   and   (5)   optimizing   investment   and   capital  
expenditures .  15

 
Specific   to   the   apparel   industry,   the   Boston   Consulting   Group   (BCG),   in   collaboration   with   the   Global  
Fashion   Agenda   (GFA)   and   the   Sustainable   Apparel   Coalition   (SAC),   developed   a   Roadmap   which  
describes   tangible   actions,   best   practices,   and   key   success   factors   leading   towards   a   more   responsible  
fashion   industry.   Their   report,   Pulse   of   the   Fashion   Industry,   states   that,   “Companies   can   adapt   these  
measures   not   only   to   improve   their   environmental   and   social   performance,   but   also   to   raise   their  
profitability.   Even   without   considering   the   positive   effects   on   brand   building   and   risk   management,   there   is  

11   https://www.ceres.org/sites/default/files/reports/2019-04/Investor_Influence_report.pdf  
12   https://www.unpri.org/download?ac=5545  
13https://www.sec.gov/spotlight/investor-advisory-committee-2012/recommendation-of-the-investor-as-owner-subcommittee-on-esg- 
disclosure.pdf  
14   https://dash.harvard.edu/bitstream/handle/1/14369106/15-073.pdf?sequence=1  
15   https://www.mckinsey.com/business-functions/strategy-and-corporate-finance/our-insights/five-ways-that-esg-creates-value  
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a   sound   business   case .”   Utilizing   data   from   the   Sustainable   Apparel   Coalition’s   Higg   Index,   they   were  16

able   to   translate   the   environmental   and   social   benefits   into   their   impact   on   profitability,   stating   that   if  
companies   implement   and   scale   the   activities   showcased   in   the   Roadmap   to   Scale,   they   can   expect   a  
positive   EBIT   margin   uplift   of   1-2   percentage   points   by   2030   (compared   to   the   2015   baseline).   They   also  
concluded   that   companies   will   face   an   EBIT   margin   decline   of   more   than   3   percentage   points   by   2030   if  
they   continue   business   as   usual .   By   adopting   policies   to   eradicate   forced   labor,   apparel   companies  17

position   themselves   to   more   effectively   manage   risk   and   capture   the   benefits   that   come   with   improved  
social   performance.   
 

Apparel   Industry   Risks   Related   to   Forced   Labor   
A   survey   by   EY   of   more   than   200   portfolio   managers,   equity   analysts,   chief   investment   officers   and  
managing   directors   found   that   nonfinancial   disclosures   that,   “demonstrate   a   lack   of   value-creation  
strategy,   expose   the   risk   of   poor   governance,   or   reveal   risks   that   directly   affect   performance   (such   as  
risks   to   a   company’s   supply   chain,   environmental   performance   or   human   rights   record)   are   most   likely   to  
cause   them   to   rule   out   a   potential   investment   or,   at   least,   reconsider   it. ”   For   the   apparel   industry,   there  18

are   three   significant   risk   factors   that   companies   face   in   relation   to   forced   labor,   they   are:   Operational  
Efficiency,   Reputation,   and   Regulations.  
 
 
Operational   Efficiency  
 
The   apparel   industry   is   extremely   dependent   on   the   efficiency   of   their   global   supply   chain.   A   report   by  
Retail   Info   Systems   on   the   supply   chain   outlook   for   the   apparel   industry   states   that,   "With   sprawling  
apparel   networks   particularly   vulnerable   to   disruptions,   organizations   should   be   prepared   to   face   what-if  
scenarios   and   have   the   visibility   and   resources   to   handle   issues   when   —   or   before   —   they   arise ."   A  19

company   neglecting   to   identify   where   and   how   their   products   are   being   made   is   missing   data   that   can  
make   them   more   agile   and   subsequently   more   successful   in   the   long-term.   Disruptions   can   come   in   many  
forms,   such   as   employee   strikes   caused   by   poor   worker   morale   that   will   significantly   impact   the   ability   of  
suppliers   to   meet   their   deadlines,   or   limitations   to   distribution   due   to   the   prohibition   of   goods   made   by  
forced   labor.   For   example,   on   October   1,   2019,   the   U.S.   Customs   and   Border   Protection   (CBP)   issued   a  
Withhold   Release   Order   (WRO)   that   restricted   the   importation   of   goods   made   by   apparel   producer   Hetian  
Taida   because   it   found   that   the   factory   was   using   forced   labor   from   Xinjiang   to   produce   those   goods.   The  
shipment   of   baby   clothes   made   by   Hetian   Taida   was   ordered   to   be   sent   back   to   China   before   reaching   the  
intended   destination   (a   Costco   in   the   United   States) .   Companies   with   exposure   to   forced   labor,   knowing  20

or   unknowingly,   are    operating   under   a   model   d ependent   on   an   unstable,   as   well   as   unethical,   source   of  
workers.  
 
 
 

16   https://www.bcg.com/en-us/publications/2018/sustainability-good-business-fashion.aspx  
17   ibid  
18https://www.ey.com/Publication/vwLUAssets/ey-ccass-institutional-investor-survey-2015/%24FILE/ey-ccass-institutional-investor-s 
urvey-2015.pdf  
19   https://risnews.com/2019-supply-chain-outlook-apparel-industry  
20   https://www.forbes.com/sites/oliviaenos/2020/03/19/the-us-should-do-more-to-tackle-forced-labor-in-xinjiang/#61c2ef971324  
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Reputation  
 
One   of   Warren   Buffett’s   many   famous   quotes   highlights   the   importance   of   reputation,   reminding   investors  
that,   “It   takes   20   years   to   build   a   reputation   and   five   minutes   to   ruin   it.   If   you   think   about   that,   you'll   do  
things   differently."   As   a   consumer-facing   industry,   apparel   is   highly   dependent   on   how   their   brand   image  
is   perceived   by   their   target   markets.   Consumers   are   becoming   more   aware   of   the   apparel   industry's  
impact   on   workers,   and   have   more   access   to   information   about   the   products   they   buy   through   apps   such  
as   Good   On   You   and   documentaries   like   Remake's   “Made   in   Cambodia.”   Negative   media   exposure   and  
public   consumer   advocacy   campaigns   can   damage   a   company's   social   license   to   operate   and   result   in   a  
loss   of   trust   in   the   product   and   a   subsequent   reduction   in   demand.   If   not   addressed   in   a   timely   manner,  
the   brand's   image   may   continue   to   deteriorate,   inflicting   longer   term   damage   to   earnings   and   share   price.  
Research   conducted   by   the   Ashridge   Centre   for   Business   and   Sustainability   at   Hult   International  
Business   School,   in   partnership   with   the   Ethical   Trading   Initiative   (ETI),   into   company   perspectives   and  
responses   to   the   risks   of   modern   slavery   in   their   global   supply   chains   found   that   reputational   risk   was   the  
biggest   factor   impacting   company   action   on   modern   slavery .   Putting   in   place   preventative   measures,  21

such   as   investing   in   a   strong   labor   monitoring   system   and   increasing   worker   and   management   awareness  
of   workers   rights,   can   result   in   cost   savings   down   the   road.   Apparel   companies   that   recognize   this   value  
may   also   be   more   likely   to   manage   their   overall   business   with   a   long-term   perspective.   
 
 
Regulations  
 
Over   the   past   decade   governments   have   been   stepping   up   their   efforts   to   identify   and   punish   the   use   of  
forced   labor   across   all   industries.   In   February   2020,   the   U.S.   Department   of   Homeland   Security  
announced   an   expansion   of   its   capacity   to   assess   civil   penalties   and   pursue   criminal   prosecutions   against  
importers   for   violations   of   forced   labor   regulations .   And,   in   March   2020,   U.S.   lawmakers   introduced   the  22

Uyghur   Forced   Labor   Prevention   Act   with   bipartisan   support.   The   bill   would   prevent   goods   made   from  23

forced   labor   in   China’s   Xinjiang   region   from   reaching   the   United   States.   Since   January   of   2012,   when   the  
California   Transparency   in   Supply   Chains   Act   (SB657)   went   into   effect,   large   retailers   and   manufacturers  
doing   business   in   California   have   been   required   to   disclose   on   their   websites   their   efforts   to   eradicate  
slavery   [which   includes   forced   labor]   and   human   trafficking.   Not   meeting   the   Act's   requirements   could  
serve   as   a   predicate   for   liability   under   California’s   consumer   protection   statutes,   which   include   the   Unfair  
Competition   Law   (UCL),   the   False   Advertising   Law   (FAL),   and   the   Consumer   Legal   Remedies   Act  
(CLRA).   Companies   that   do   not   proactively   manage   their   exposure   to   forced   labor   are   increasing   their  
risk   of   unknowingly   violating   these   regulations.   However,   companies   that   adopt   meaningful   procedures   to  
identify   and   address   forced   labor   are   more   capable   of   protecting   themselves   against   the   risk   of   legal  
claims   by   demonstrating   that   they   took   steps   to   avoid   involvement   with   human   rights   abuse.   
Please   reference   the   Regulations   table   for   a   list   of   other   regulations   addressing   forced   labor.  
 

21   https://www.ethicaltrade.org/sites/default/files/shared_resources/corporate_approaches_to_addressing_modern_slavery.pdf  
22   https://www.arentfox.com/perspectives/alerts/us-announces-new-strategy-combat-forced-labor-us-imports  
23   https://www.congress.gov/bill/116th-congress/house-bill/6210/actions?r=7&s=1  
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Investor   Expectations  
There   has   been   steady,   growing   demand   for   investment   strategies   that   include   environmental,   social   and  
governance   (ESG)   data   and   asset   managers   have   responded   by   either   creating   products   that   have   an  
explicit   ESG   focus   or   integrate   it   as   a   compliment   to   their   traditional   financial   evaluation   approaches.   An  
HSBC   Sustainable   Financing   &   Investing   Survey   (2019)   found   that   84%   of   European   investors,   82.5%   of  
Canadian   investors,   58.1%   of   U.S.   investors,   55.4%   of   Gulf   Cooperation   Council   investors   and   40%   of  
Asian   investors   had   an   ESG   strategy   in   place .   US   SIF   started   tracking   the   amount   of   US   Sustainable,  24

Responsible   and   Impact   Investing   assets   in   1995,   at   that   time   reported   to   be   $639   billion,   and   found   in  
their   latest   analysis   (in   2018)   that   the   total   had   risen   to   $12   trillion ,   an   18x   increase.   ESG   analysis   has  25

gone   beyond   a   trend   and   is   now   an   integral   part   of   how   many   investors   want   their   assets   managed.   
 

Fiduciary   Duty  
In   addition   to   the   question   of   materiality,   institutional   investors   have   expressed   concerns   over   whether   it   is  
in   breach   of   their   fiduciary   duty   to   integrate   ESG   criteria   in   their   portfolio   construction.   Legal   precedent  
supporting   the   case   that   it   is   not   only   acceptable   but   that   it   is   “arguably   required   in   all   jurisdictions,”   goes  
back   as   far   as   the   Freshfields   Bruckhaus   Deringer   report,   A   Legal   Framework   for   the   Integration   of  
Environmental,   Social   and   Governance   Issues,   published   in   October   2005 .   In   October   2019   the   UN  26

Principles   for   Responsible   Investment   (PRI),   the   United   Nations   Environment   Programme   Finance  
Initiative   (UNEP   FI)   and   The   Generation   Foundation,   published   the   results   of   a   four-year   project   aiming   to  
further   clarify   investors’   obligations   and   duties   in   relation   to   the   incorporation   of   ESG   issues   in   investment  
practice   and   decision-making .   The   project   concluded   that   modern   fiduciary   duties   of   investors   require  27

them   to:   
● Incorporate   financially   material   ESG   factors   into   their   investment   decision   making,   consistent   with  

the   time-frame   of   the   obligation.  
● Understand   and   incorporate   into   their   decision   making   the   sustainability   preferences   of  

beneficiaries/clients,   regardless   of   whether   these   preferences   are   financially   material.  
● Be   active   owners,   encouraging   high   standards   of   ESG   performance   in   the   companies   or   other  

entities   in   which   they   are   invested.  
● Support   the   stability   and   resilience   of   the   financial   system.  
● Disclose   their   investment   approach   in   a   clear   and   understandable   manner,   including   how  

preferences   are   incorporated   into   the   scheme’s   investment   approach.   
 

 
 

24   https://www.gbm.hsbc.com/insights/sustainable-financing/sustainable-financing-and-investing-survey-2019  
25   https://www.ussif.org//Files/Trends/Trends_onepageroverview_2018.pdf   
26   https://www.unepfi.org/fileadmin/documents/freshfields_legal_resp_20051123.pdf  
27   https://www.unepfi.org/investment/fiduciary-duty/  
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Recognizing   that   forced   labor   is   a   material   issue   for   the   apparel   industry,   and   that   as   such   investors   are  
within   the   scope   of   their   fiduciary   duty   to   address   it,   this   guide   aims   to   help   investors   develop   a   general  
understanding   of   the   international   guidelines   that   direct   a   company’s   responsibility   to   address   forced  
labor,   how   the   complexity   of   the   apparel   industry’s   supply   chain   is   tied   to   forced   labor,   and   the   steps  
companies   are   taking   to   address   forced   labor.  
 

ADDRESSING   FORCED   LABOR  
 
Protecting   Human   Rights   in   Business  
 
The   Universal   Declaration   of   Human   Rights   served   as   the   foundational   stone   on   which   many   subsequent  
international   human   rights   treaties   have   been   built.   Each   of   them   reinforcing   the   need   for   companies   to  
prevent   violations   and   address   their   impact   on   human   rights,   and   culminating   in   the   establishment   of   the  
UN   Guiding   Principles   on   Business   and   Human   Rights   (UNGP)   in   2011.   The   UNGP   affirmed   that  
business   enterprises   have   the   responsibility   to   respect   the   rights   of   workers   affected   not   only   by   their  
direct   operations,   but   those   all   along   their   supply   chain,   regardless   of   size,   sector   or   ownership   structure.  
However,   human   rights   treaties   generally   do   not   have   the   ability   to   assert   direct   legal   obligations   on  
businesses,   so   individual   countries   have   begun   establishing   domestic   laws   to   create   stronger  
enforcement   mechanisms.   These   new   regulations   build   on   the   precedent   set   by   international   guidelines  
aimed   at   eliminating   the   use   of   forced   labor   across   a   company’s   supply   chain.  
 
Human   Rights   Guidelines   Addressing   Responsible   Business   Practices   

 
 

Regulation  
 
In   under   a   decade   several   countries   have   enacted   regulation   intended   to   shed   light   on   the   issue   of   forced  
labor   and   by   doing   so,   enable   stakeholders   to   better   identify   and   address   the   issue.   The   UK   Modern  
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Slavery   Act   (2015),   French   Corporate   Duty   of   Vigilance   Law   (2017),   and   the   Australian   Commonwealth  
Modern   Slavery   Act   (2019),   are   all   laws   enacted   in   relatively   short   order   and   applying   varying   levels   of  
enforment.   In   the   United   States   the   state   of   California   has   led   the   way   by   enacting   the   California  
Transparency   in   Supply   Chains   Act   (2012).   The   most   commonly   cited   complaint   about   these   laws   is   that  
they   do   not   go   far   enough   and   there   have   been   very   few   cases   of   a   company   going   to   court   for   violating  
these   laws.   This   complaint   highlights   the   importance   of   aligning   a   broad   range   of   stakeholders   around   the  
issue   and   addressing   it   using   multiple   levers   of   influence,   which   cannot   be   solved   through   policy   alone.   
 
For   example,   the   Modern   Slavery   Registry,   the   central   registry   for   statements   submit   in   accordance   with  
Section   54   of   the   UK   Modern   Slavery   Act,   states   that   as   of   April   6,   2020   only   32%   of   the   statements  
submit   by   companies   in   the   Textiles,   Apparel   &   Luxury   Goods   industry   meet   all   minimum   requirements  
set   out   in   the   Act.   While   this   number   is   disappointing,   it   is   actually   better   than   the   23%   reported   as  
meeting   the   requirements   across   all   industries   combined ,   or   the   10%   of   companies   in   the  28

semiconductor   industry   that   are   meeting   requirements.   A   list   of   regulations   aimed   at   addressing   forced  
labor   is   provided   below.  
 
International   Regulations  
Country  Regulation   /   Framework  Effective  

Date  
Requirements   for   companies  

United   States  Trafficking   Victims  
Protection  
Reauthorization   Act  
(TVPRA)  

2005  Act   directed   the   Secretary   of   Labor,   acting   through   the   Bureau   of  
International   Labor   Affairs,   to   "carry   out   additional   activities   to    monitor  
and   combat   forced   labor    and   child   labor   in   foreign   countries."   Section  
105(b)(2)   listed   these   activities   as:   Monitor   the   use   of   forced   labor   and  
child   labor   in   violation   of   international   standards;   Provide   information  
regarding   trafficking   in   persons   for   the   purpose   of   forced   labor   to   the  
Office   to   Monitor   and   Combat   Trafficking   of   the   Department   of   State   for  
inclusion   in   [the]   trafficking   in   persons   report   required   by   Section   110(b)  
of   the   Trafficking   Victims   Protection   Act   of   2000   (22   U.S.C.   7107(b));  
Develop   and   make   available   to   the   public   a   list   of   goods   from   countries  
that   the   Bureau   of   International   Labor   Affairs   has   reason   to   believe   are  
produced   by   forced   labor   or   child   labor   in   violation   of   international  
standards;   Work   with   persons   who   are   involved   in   the   production   of  
goods   on   the   list   described   in   subparagraph   (C)   to   create   a   standard   set  
of   practices   that   will   reduce   the   likelihood   that   such   persons   will   produce  
goods   using   the   labor   described   in   such   subparagraph;   and   Consult   with  
other   departments   and   agencies   of   the   United   States   Government   to  
reduce   forced   and   child   labor   internationally   and   ensure   that   products  
made   by   forced   labor   and   child   labor   in   violation   of   international  
standards   are   not   imported   into   the   United   States.  

United   States  California   Transparency  
in   Supply   Chains   Act   
(SB   657)  

2012  The   Act   requires   large   retailers   and   manufacturers   doing   business   in  
California   to   disclose   on   their   websites   their   “efforts   to    eradicate   slavery  
and   human   trafficking   from   [their]   direct   supply   chain    for   tangible  
goods   offered   for   sale."   The   law   applies   to   any   company   doing   business  
in   California   that   has   annual   worldwide   gross   receipts   of   more   than   $100  
million   and   that   identifies   itself   as   a   retail   seller   or   manufacturer   on   its  
California   tax   return.   Companies   subject   to   the   Act   must   post   disclosures  
on   their   Internet   websites   related   to   five   specific   areas:   verification,  
audits,   certification,   internal   accountability,   and   training.  

28   https://www.modernslaveryregistry.org/?industry=#compliance  
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United  
Kingdom  

UK   Modern   Slavery   Act  2015  Requires   the    publication   of   a   modern   slavery   statement ,   applying   to  
“commercial   organisations”   carrying   on   business   in   the   United   Kingdom  
that   supply   goods   or   services   and   have   annual   worldwide   turnover   of   at  
least   £36   million.   The   statement   must   confirm   the   steps   taken   to   ensure  
that   slavery   and   human   trafficking   are   not   taking   place   in   the   business  
(or   in   any   supply   chain)   or   declare   that   no   steps   to   confirm   the   existence  
of   slavery   or   trafficking   have   been   taken.   There   are,   however,   no   legally  
binding   requirements   to   conduct   due   diligence   on   supply   chains   and  
there   are   no   criminal   or   financial   penalties   for   non-compliance.  

United   States  U.S.   Trade   Facilitation  
and   Trade   Enforcement  
Act   (TFTEA)  

2016  The   Act   is   intended   to   protect   national   economic   security,   facilitate   fair  
trade,   support   the   health   and   safety   of   the   American   people,   and   ensure  
a   level   playing   field   for   U.S.   industry.  
One   of   the   nine   key   areas   on   which   it   is   focused   is   forced   labor .  
TFTEA   prohibits   all   products   made   by   forced   labor,   including   child   labor,  
from   being   imported   into   the   United   States.  

European  
Union  

EU   Non-Financial  
Reporting   Directive  
(NFRD)  

2017  EU   law   requires   large   companies   to   disclose   certain   information   on   the  
way   they   operate   and    manage   social   and   environmental   challenges  
in   their   company   report.   This   helps   investors,   consumers,   policy   makers  
and   other   stakeholders   to   evaluate   the   non-financial   performance   of  
large   companies   and   encourages   these   companies   to   develop   a  
responsible   approach   to   business.   EU   rules   on   non-financial   reporting  
only   apply   to   large   public-interest   companies   with   more   than   500  
employees.   This   covers   approximately   6,000   large   companies   and  
groups   across   the   EU.   Under   The   Directive,   companies   have   to   publish  
reports   on   the   policies   they   implement   in   relation   to:   environmental  
protection,   social   responsibility   and   treatment   of   employees,   respect   for  
human   rights,   anti-corruption   and   bribery,   diversity   on   company   boards.  

France  French   Corporate   Duty   of  
Vigilance   Law  

2017  Companies   subject   to   the   law   must   now    establish   mechanisms   to  
prevent   human   rights   violations    and   environmental   impacts  
throughout   their   chain   of   production,   including   for   their   subsidiaries   and  
companies   under   their   control.   These   mechanisms   must   be   reported  
each   year   as   part   of   a   “vigilance   plan.”   This   law   covers   large   limited  
liability   companies   (“sociétés   anonymes”)   that   meet   the   following   criteria:  
Companies   headquartered   in   France   that   employ   at   5,000   employees   in  
France,   or   at   least   10,000   employees   worldwide   (including   through   direct  
and   indirect   subsidiaries);   or   Foreign   companies   headquartered   outside  
France,   with   French   subsidiaries,   if   those   subsidiaries   employ   at   least  
5,000   employees   in   France.  

Australia  Australian  
Commonwealth   Modern  
Slavery   Act  

2019  The   Act   established   Australia’s   national   Modern   Slavery   Reporting  
Requirement.   Under   the   reporting   requirement,   certain   large   entities  
must    publish   annual   Modern   Slavery   Statements   describing   their  
actions   to   assess   and   address   modern   slavery   risks .   The   reporting  
requirement   applies   to   commercial   and   not   for   profit   entities   with   annual  
consolidated   revenue   of   at   least   AU$100   million.   The   reporting  
requirement   also   applies   to   both   Australian   entities   and   foreign   entities  
carrying   on   business   in   Australia   to   ensure   all   entity   types   are   held   to   the  
same   standard.  
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European  
Union  

Regulation   (EU)  
2019/2088   on  
Sustainability-related  
disclosure   in   the   financial  
services   sector   (the  
"Disclosure   Regulation")  

2021  
(projected)  

The   EU   Regulation   on   sustainability-related   disclosures   in   the   financial  
services   sector   (the   Disclosure   Regulation)   came   into   force   at   the   end   of  
December   2019   and   will   apply   15   months   later.   It   is   yet   another   indicator  
that   environmental,   social   and   governance   matters   are   growing   in  
importance   as   a   compliance   issue   for   financial   institutions.   ‘Sustainability  
factors’   mean   environmental,   social   and   employee   matters,   respect   for  
human   rights,   anti‐corruption   and   anti‐bribery   matters.   The   Disclosure  
Regulation   applies   to   financial   market   participants,   which   includes   VC  
funds,   insurance-based   investment   products,   pension   fund   managers,  
Undertakings   for   the   Collective   Investment   in   Transferable   Securities  
(UCITS),   Alternative   Investment   Funds   (AIFs),   and   credit   institutions.  

The  
Netherlands  

Dutch   Child   Labour   Due  
Diligence   Law  

2022  
(projected)  

The   Dutch   Child   Labor   Due   Diligence   Act   (the   Act)   applies   to   all  
companies   that   sell   or   supply   goods   or   services   to   Dutch   consumers,   no  
matter   where   the   company   is   based   or   registered,   with   no   exemptions   for  
legal   form   or   size.   The   Act   defines   consumers   as   the   natural   person   or  
legal   entity   using,   consuming,   or   purchasing   goods   or   services.  
Companies   that   fail   to   exercise   child   labor   due   diligence   are   subject   to  
potential   financial   and   legal   enforcement   actions,   including   multiple   years  
of   imprisonment.   Companies   impacted   by   the   Act   as   currently   defined  
must   submit   a   declaration   statement   to   the   to-be-determined   regulatory  
body    affirming   that   they   have   exercised   an   appropriate   level   of  
supply   chain   due   diligence   in   order   to   prevent   child   labor .  

 
 
Business   Supply   Chain   Transparency   on   Trafficking   and   Slavery   Act   (United   States)  
 
On   October   23,   2018   the   Business   Supply   Chain   Transparency   on   Trafficking   and   Slavery   Act   of   2018  29

(H.R.   7089)   was   introduced   in   the   United   States   but   was   not   enacted.   The   Act   would   have   amended   the  
Securities   Exchange   Act   of   1934,   requiring   the   SEC   to   issue   regulations   imposing   disclosure  
requirements   on   issuers   with   global    annual   receipts   exceeding   $100   million.   While   the   law   would   not  
have   required   these   companies   to   implement   any   policies   or   engage   in   any   efforts   with   respect   to   their  
supply   chains,   it   would   have   required   them   to   disclose   publicly   if   they   do   nothing   to   identify   or   address  
modern   slavery.   This   was   the   second   time   a   version   of   this   bill   was   brought   forward,   and   it   would   be  
reasonable   to   reference   it   as   an   example   of   the   type   of   regulation   that   will   eventually   be   passed.   
 
Disclosures   that   would   have   been   required   under   the   Business   Supply   Chain   Transparency   on   Trafficking  
and   Slavery   Act   of   2018:  

● Whether   the   company   has   a   policy   to   identify   and   eliminate   risks   of   forced   labor,   slavery,   human  
trafficking,   and   child   labor   within   its   supply   chain   —   and,   if   so,   the   text   or   a   description   of   any  
such   policy;  

● Any   actions   the   company   has   taken   pursuant   to   the   above-referenced   policy   or   any   actions   taken  
in   the   absence   of   a   policy;  

● Whether   the   company   has   a   policy   prohibiting   its   employees   and   employees   of   entities   in   its  
supply   chain   from   engaging   in   commercial   sex   acts   with   a   minor;  

● Efforts   to   evaluate   and   address   the   risks   of   forced   labor,   slavery,   human   trafficking,   and   child  
labor   in   the   product   supply   chain;  

29   https://www.govtrack.us/congress/bills/115/hr7089   
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● If   the   company   has   taken   efforts   to   evaluate   and   address   these   risks,   a   description   of   the   risks  
identified   and   the   measures   taken   to   eliminate   those   risks,   as   well   as   an   indication   of   whether   the  
evaluation   was   conducted   by   a   third   party,   whether   the   efforts   included   consultation   with   any  
unions   or   other   worker   associations,   and   the   scope   of   the   company’s   efforts   across   the   supply  
chain;  

● Efforts   to   ensure   that   audits   of   suppliers   are   conducted   to   investigate   the   suppliers’   working  
conditions   and   labor   practices,   to   verify   whether   suppliers   have   appropriate   systems   to   identify  
modern   slavery   risks,   and   to   evaluate   whether   the   suppliers’   systems   comply   with   the   company’s  
policies   or   efforts;  

● Efforts   to   require   suppliers   to   attest   that   the   manufacture   of   materials   incorporated   into   any  
product   and   the   recruitment   of   labor   are   carried   out   in   compliance   with   laws   addressing   forced  
labor,   slavery,   human   trafficking,   and   child   labor;  

● Efforts   to   maintain   (and   a   description   of)   internal   accountability   standards,   supply   chain  
management,   procurement   systems,   and   reporting   procedures   regarding   failure   to   meet   the  
company’s   standards   involving   forced   labor,   slavery,   human   trafficking,   and   child   labor;  

● Efforts   to   train   employees   and   management   who   have   direct   responsibility   for   supply   chain  
management   on   issues   related   to   forced   labor,   slavery,   human   trafficking,   and   child   labor   and  
how   to   mitigate   those   risks   within   supply   chains;  

● Efforts   to   ensure   that   suppliers’   labor   recruitment   practices   comply   with   the   company’s   policies  
related   to   forced   labor,   slavery,   human   trafficking,   and   child   labor;   and  

● Any   remedial   action   taken   by   the   company   if   forced   labor,   slavery,   human   trafficking,   or   child  
labor   was   found.  

 
US-based   apparel   companies,   and   by   extension   their   investors,   may   want   to   use   The   Act’s   proposed  
disclosure   requirements   to   conduct   an   examination   of   the   robustness   of   their   supply   chain   management.  
 

Supply   Chain   Management  
 
Globally,   the   retail   apparel   market   is   valued   at   $1.4   trillion   (2019)   and   employs   more   than   300   million  30

people   across   the   supply   chain.   The   globalization   of   production   has   enabled   apparel   companies   to  31

focus   on   designing,   branding,   and   retailing,   and   to   outsource   the   production   to   independent   suppliers   with  
much   lower   labor   costs.   To   provide   context   on   the   scale   of   outsourcing   --   in   2019   H&M   Group   reported  
sourcing   from   275   factories   that   employ   half   a   million   workers   in   Bangladesh   alone   and   VF   Corporation  32

identified   as   many   as   56   different   suppliers   involved   in   the   end-to-end   value   chain   of   producing   one   pair  
of   shoes .  33

 
Data   on   outsourcing   is   becoming   more   readily   available   as   company   executives   feel   increasing   pressure  
to   get   a   better   handle   on   their   supply   chains.   International   advocacy   campaigns,   such   as   those   organized  
by   Anti-Slavery   International   and   The   Walk   Free   Foundation,   as   well   as   the   elevated   role   of   stakeholders  

30   https://www.commonobjective.co/article/the-size-of-the-global-fashion-retail-market  
31   https://www.ellenmacarthurfoundation.org/assets/downloads/A-New-Textiles-Economy_Full-Report_Updated_1-12-17.pdf  
32   https://www.nytimes.com/2019/12/18/fashion/hms-supply-chain-transparency.html  
33 
https://www.mckinsey.com/~/media/mckinsey/industries/retail/our%20insights/fashions%20new%20must%20have%20sustainable% 
20sourcing%20at%20scale/fashions-new-must-have-sustainable-sourcing-at-scale-vf.ashx  
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(reference   the   Business   Roundtable’s   latest   Statement   on   the   Purpose   of   a   Corporation ),   are   shifting  34

corporate   culture   to   prioritize   the   management   of   their   supply   chains   from   the   first   mile   to   the   last   mile,  
and   to   publish   that   information   publicly.   McKinsey’s   2019   Chief   Purchasing   Officer   (CPO)   survey   found  
that   almost   one-quarter   of   sourcing   executives   plan   to   focus   on   transparency   as   a   core   sustainability  
initiative   within   the   next   five   years .  35

 
However,   the   ease   with   which   orders   are   transferred   to   subcontractors   in   the   apparel   industry   will   require  
a   significant   mobilization   of   resources   in   order   for   companies   to   monitor   who   is   making   their   clothing.   The  
results   of   a   survey   of   800   executives   in   major   industrial   economies,   published   in   The   Economist  
Intelligence   Unit’s   report,   “No   more   excuses:   responsible   supply   chains   in   a   globalised   world , ”   identified  
supply   chain   complexity   as   the   number   one   hurdle   to   monitoring   their   supply   chains   (49%),   followed   by,  
the   distance   between   the   company   and   its   suppliers   (30%),   and   a   frequently   changing   supplier   base  
(37%)   .   The   diagram   below   is   an   example   of   an   apparently   company   supply   chain.  36

 
Apparel   Industry   Supply   Chain   

 
 
 
Recognizing   the   unique   challenges   faced   by   the   apparel   industry,   the   OECD   published,   “OECD   Due  
Diligence   Guidance   for   Responsible   Supply   Chains   in   the   Garment   and   Footwear   Sector,”   designed   to  
help   companies   respect   human   rights   and   avoid   and   address   the   potential   negative   impacts   of   their  
activities   and   supply   chains .   Factors   that   are   likely   to   affect   the   ability   of   a   company   to   effectively  37

manage   its   supply   chain   include   their   number   of   product   lines,   product   cycles,   number   of   suppliers,  
duration   of   contracts   with   suppliers,   use   of   buying   agents   (vs.   sourcing   directly),and   number   of   sourcing  
countries.   
 
The   gravity   of   the   issue   and   demand   for   solutions   is   resulting   in   the   development   of   new   technologies   and  
services   that   are   positioning   themselves   for   rapid   adoption.   Sourcemap,   for   example,   provides   supply  

34https://opportunity.businessroundtable.org/wp-content/uploads/2020/04/BRT-Statement-on-the-Purpose-of-a-Corporation-with-Sign 
atures-Updated-April-2020.pdf  
35  ibid  
36   http://growthcrossings.economist.com/wp-content/uploads/sites/47/2017/07/EIU-SCB-RSC-WP.pdf  
37 
https://www.oecd-ilibrary.org/governance/oecd-due-diligence-guidance-for-responsible-supply-chains-in-th 
e-garment-and-footwear-sector_9789264290587-en  
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chain   mapping   software   that   they   claim,   “makes   sense   of   incredibly   big   datasets   covering   every   tier   from  
raw   material   to   distribution,   every   SKU,   every   single   transaction,   for   complete   assurance:   if   you   don't   see  
it,   it's   not   there   (or   you   aren't   measuring   it) .”   Two   other   innovative   supply   chain   operators,   Tradeshift   and  38

FRDM,   partnered   in   2019   to   help   increase   the   transparency   in   supply   chains.   Tradeshift,   which   processes  
supply   chain   payments   and   marketplaces   for   enterprises,   enabled   FRDM,   a   platform   offering   supply   chain  
transparency   from   suppliers   down   to   raw   materials,   to   build   an   app   on   the   Tradeshift   platform.   The   FRDM  
app   allows   any   business   on   Tradeshift   to   turn   on   the   app   and   start   monitoring   slavery   in   their   supply   chain 

.   A   landscape   assessment   published   by   The   Human   Rights   Center   at   the   UC   Berkeley   School   of   Law  39

titled,   “Technology   Solutions   for   Advancing   Human   Rights   in   Global   Supply   Chains”   is   a   great   resource   on  
this   topic   and   includes   the   profiles   of   44   available   products.  

The   Corporate   Responsibility   to   Respect  
In   order   for   companies   to   fulfill   their   responsibility   to   respect   human   rights   and   subsequently   address   the  
issue   of   forced   labor   within   a   system   as   complex   as   the   apparel   industry,   they   will   need   to   take   the  
following   steps:   

1. Establish   a   human   rights   policy   which   addresses   forced   labor,   communicate   the   policy   to  
stakeholders,   and   establish   clear   expectations   for   adherence   to   the   policy.  

2. Establish   a   system   for   due   diligence   based   on   supply   chain   mapping   and   risk-level   assessment.  
3. Cease,   prevent,   or   mitigate   harm   across   the   entire   business,   including   suppliers   and  

subcontractors.  
4. Monitor   and   report   on   progress.  
5. Communicate   publicly   and   with   affected   stakeholders.  
6. Cooperate   in   remediation   where   appropriate.  
7. Listen   to   complaints   and   be   responsive   to   those   complaints   across   suppliers   and   subcontractors.  

 
To   assist   investors   in   developing   a   more   comprehensive   understanding   of   how   a   company   respects  
human   rights   across   their   operations   we   turn   to   the   UN   Guiding   Principles   Reporting   Framework.  
 
 
UN   Guiding   Principles   Reporting   Framework  
 
The   UN   Guiding   Principles   Reporting   Framework   is   the   most   comprehensive   and   globally   recognized  
standard   for   how   companies   should   implement   respect   for   human   rights   into   their   business   practices.   The  
Framework   consists   of   31   questions   developed   through   the   Human   Rights   Reporting   and   Assurance  
Frameworks   Initiative   (RAFI),   and   co-facilitated   by   Shift   and   Mazars   through   a   consultative   process.   The  
process   involved   representatives   from   over   200   companies,   investor   groups,   civil   society   organizations,  
governments,   assurance   providers,   lawyers   and   other   expert   organizations   from   all   regions   of   the   world ,  40

and   was   designed   to   enable   companies   of   all   sizes   to   report   on   the   issues   most   material   to   their   human  
rights   performance.   

 
 
 

38   https://www.sourcemap.com/visualization   
39https://www.forbes.com/sites/afdhelaziz/2019/05/09/the-power-of-purpose-how-tradeshift-and-frdm-are-partners-in-fighting-modern 
-day-slavery/#471ac6e79672  
40   https://www.ungpreporting.org/about-us/  
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Reporting   Principles  

 
The   Framework   is   supported   by   a   website   with   an   interactive   version   of   the   Framework   and  
implementation   guidance   for   companies,   as   well   as   a   tool   to   cross   reference   the   Framework   with   other  
initiatives,   such   as   the   Corporate   Human   Rights   Benchmark   (CHRB),   Global   Reporting   Initiative   G4  
Sustainability   Reporting   Guidelines   (GRI),   and   KnowTheChain   (KTC).  
 
An   investor   coalition   supporting   the   Framework,   and   representing   $5.3   trillion   in   assets   under  
management,   issued   a   statement   in   2019   encouraging   companies   to   adopt   the   Framework   in   order   to,  41

“proactively   assess   and   manage   their   human   rights   risks,   demonstrate   how   they   meet   their   responsibility  
to   respect   human   rights,   and   support   long-term   financial   stability,”   and   recognized   the   Framework   as,   “an  
essential   tool   that   enables   investors   to   review   companies’   understanding   and   management   of   human  
rights   risks.”   Convergence   around   the   UN   Guiding   Principles   Reporting   Framework   can   enable   multiple  
stakeholders   to   collaborate   and   prioritize   initiatives   aimed   at   managing   the   risk   of   forced   labor   in   their  
supply   chain   and   ultimately   to   eradicate   forced   labor.  
 

GUIDANCE   FOR   INVESTORS  
 
This   guide   is   the   result   of   a   research   project   which   set   out   to   evaluate   the   current   state   of   forced   labor   in  
the   apparel   industry   and   identify   what   resources   are   available   for   investors   to   make   informed   decisions  
about   the   current   and   potential   exposure   to   forced   labor   for   their   apparel   portfolio   companies.   A   survey  
conducted   as   part   of   the   research   project   asked   investment   analysts   to   identify   the   following:   to   what  
degree   or   extent   forced   labor   was   a   significant   issue   when   researching   companies   in   general   vs.   in   the  
apparel   industry   specifically;   their   primary   source   of   information   about   a   company’s   exposure   to   forced  
labor;   how   effective   they   find   company   reports   to   be   in   addressing   their   due   diligence   needs;   and   which  
resources   they   find   helpful   when   researching   forced   labor   in   the   garment   industry,   as   well   as   a   final  
question   asking   them   to   rate   the   potential   value   of   four   proposed   resources.   Their   responses,   along   with  
interviews   of   experts   identified   through   a   stakeholder   mapping   exercise,   and   desk-based   research,  
resulted   in   the   following   five   recommendations.  

41https://www.ungpreporting.org/wp-content/uploads/Investor-Coalition-Statement_4_23_19-UN-GUIDING-PRINCIPLES-REPORTIN 
G-FRAMEWORK-.pdf  
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Recommendations  
#1   -   Develop   a   repeatable   process   
 
Develop   a   process   for   how   to   integrate   the   due   diligence   of   forced   labor   into   the   research   process   for  
evaluating   companies   in   the   apparel   industry.   This   should   be   a   process   that   fits   with   the   capacity   of   the  
research   team   and   the   expectations   of   clients,   and   which   can   be   repeatable   and   refined   over   time.   Once  
the   appropriate   due   diligence   approach   has   been   established,   it   can   be   expanded   for   application   to   other  
industries   with   a   high   risk   of   exposure   to   forced   labor,   such   as   agriculture,   extractives,   and   information  
and   communications   technology   (ICT),   as   well   as   to   identify   and   manage   the   potential   for   violations   of  
other   human   rights,   such   as   freedom   from   discrimination   and   the   right   to   privacy.    Guidance   on   the  
creation   of   a   due   diligence   process,   as   well   as   an   example   checklist,   are   provided   in   the   next   section.  
  
 
#2   -   Prioritize   based   on   risk  
 
Prioritize   the   risk   of   forced   labor,   summarized   under   the   prior   INVESTMENT   CASE   section,   in   relation   to  
other   industry   risks.   Red   flags   that   will   help   identify   whether   an   apparel   company   is   high   risk   include:   

● The   company   operates   in   a   high   risk   country   (see   Appendix   A)  
● The   company   lacks   a   human   rights   policy  
● The   company   has   not   mapped   its   supply   chain   across   all   tiers  
● The   company   is   unaware   of   their   level   of   risk   of   forced   labor  
● The   company’s   policy   does   not   apply   to   all   suppliers   and   subcontractors  
● The   company   doesn’t   provide   guidance   on   recruitment   fees  

 
 
#3   -   Engage   with   companies  
 
Establish   procedures   to   engage   with   companies   on   their   forced   labor   policies,   prioritizing   those   that   are   at  
highest   risk   of   violating   human   rights.   Engagement   can   take   many   forms,   such   as   a   conversation   during  
one-on-one   meetings   with   management,   proxy   voting,   or   the   filing   of   shareholder   resolutions.   The  
process   applied   by   Rathbones   Investment   Management   is   a   good   example   of   how   to   do   this   by  
leveraging   the   resources   of   other   organizations   with   expertise   in   the   subject   of   human   rights.    Rathbones  
Investment   Management,   a   UK   provider   of   personalised   investment   management   and   wealth  
management   services,   partnered   with    t he   Business   &   Human   Rights   Resource   Centre   in   February   2020  
to   analyze   the   modern   slavery   statements   published   by   FTSE   350   companies.   The   Business   &   Human  
Rights   Resource   Centre   assessed   the   statements   for   compliance   with   the   minimum   reporting  
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requirements   outlined   by   the   UK   Modern   Slavery   Act   2015   and   shared   this   data   with   Rathbones  
Investment   Management.   Rathbones   plans   to   use   this   information   to   engage   with   non-compliant  
companies   by   writing   to   the   board   of   each   non-compliant   company   with   a   targeted   letter   explaining   the  
nature   of   non-compliance,   the   steps   needed   to   achieve   compliance,   and   an   explanation   that   members   of  
the   engagement   coalition   will   consider   withholding   their   support   for   the   approval   of   the   annual   report   and  
accounts   at   the   company's   next   AGM   should   these   changes   not   occur   .  42

 
Ceres’   research   suggests   that   the   effectiveness   of   investor   engagement   is   a   function   of   three   key  
elements :  43

● Investor-specific   factors   that   determine   the   level   of   influence   a   particular   investor   will   have   with   a  
company  

● The   relative   strength   of   the   influence   strategies   employed   by   investors—and   how   well   these  
strategies   are   executed  

● External   actors   in   the   broader   ecosystem   that   contribute   to   shaping   outcomes,   including   the   role  
of   investor   membership   organizations   that   support   investor   coordination   and   effectiveness.  

 
 
#4   -   Set   expectations   
 
The   level   of   transparency,   risk   management,   and   accountability   that’s   expected   of   a   portfolio   company   as  
it   relates   to   forced   labor   should   be   set   by   portfolio   managers   in   alignment   with   their   investment   strategy  
as   well   as   client   expectations.   Communication   of   these   expectations   during   the   due   diligence   process,   as  
well   as   ongoing   reviews   once   an   investment   has   been   made,   will   validate   the   need   for   companies   to  
prioritize   this   issue   and   to   establish   targets   and   a   timeline   to   meet   those   targets.   Tracking   the   progress  
made   on   commitments   can   be   just   as   valuable   an   indicator   as   the   absolute   ranking   of   the   company   at   any  
given   point   in   time   and   supports   ongoing   engagement.  
 
 
#5   -    Participate   in   multi-stakeholder   coalitions  
 
Leverage   the   knowledge   and   expertise   gained   from   applying   Recommendations   #1   to   #4   to   engage   with  
investor   coalitions,   nonprofits,   policy   makers   and   clients.    An   excellent   resource   dedicated   to   investors   is  
the   Investor   Alliance   for   Human   Rights.   The   Alliance,   a   membership-based   non-profit,   provides   the  
investment   community   with   a   dedicated   platform   to   increase   their   capacity   and   impact   in   addressing  
human   rights   risks   associated   with   business   activities .   There   are   three   main   ways   they   achieve   this:   1)  44

Providing   practical   tools   for   implementation   of   responsible   business   standards   at   each   step   of   the  
investment   lifecycle;   2)   Supporting   direct   engagement   with   portfolio   companies   on   their   own   human   rights  
practices;   and   3)   Coordinating   actions   that   ask   policy   makers   and   standard-setting   bodies   to   create   level  
playing   fields   for   responsible   business.  
 
Another   organization   for   investors   to   consider   is   the   International   Integrated   Reporting   Council   (IIRC).  
IIRC   is   a   global   coalition   of   regulators,   investors,   companies,   standard   setters,   accounting   professionals  
and   NGOs.   The   coalition   has   recognized   the   need   for   analysts   to   access   reliable   and   consistent   ESG  

42https://www.business-humanrights.org/en/rathbones-investment-management-uses-bhrrc-modern-slavery-registry-to-assess-enga 
ge-ftse-350-companies   
43   https://www.ceres.org/sites/default/files/reports/2019-04/Investor_Influence_report.pdf  
44   https://investorsforhumanrights.org/about   
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data,   and   is   working   to   make   that   a   reality.   They   are   actively   seek   to   add   more   investors   to   the   list   of  
signatories   supporting   the   need   for   integrated   reporting .   45

 

Due   Diligence   Process  
The   due   diligence   process   will   involve   identifying   what   data   is   readily   available,   confirming   disclosure   of  
relevant   forced   labor   information,   identifying   gaps   in   the   data   required,   and   developing   a   conclusion   and  
next   steps.   
 
Data   Collection  
 
One   of   the   main   challenges   to   incorporating   social   and   environmental   data   is   that   there   is   currently   no  
universally   recognized   methodology   for   collecting,   reporting   and   comparing   non-financial   data.   However,  
there   are   an   increasing   number   of   companies   and   independent   organizations   that   are   working   on   the  
collection   and   rating   of   this   information.   This   guide   is   focused   on   data   made   available   to   the   public,  
however,   for   those   with   research   budgets   that   can   include   ESG   data   there   are   many   solution   providers   to  
consider.   Four   of   the   most   well   known   providers   are   Sustainalytics,   MSCI,   CDP   and   RobecoSAM.   A  
report   recently   produced   by   SustainAbility,   a   global   think   tank   and   advisory   firm,   provides   valuable  
insights   on   how   investment   professionals   perceive   these   ratings   agencies   and   the   ratings   themselves.  
The   report   is   titled,   “Rate   the   Raters   2019:   Expert   Views   on   ESG   Ratings .”   46

 
Focusing   on   public   data,   an   efficient   first   step   in   this   process   is   to   see   what   information   is   available  
through   a   third-party   ranking   agency.    There   are   three   main   resources   that   collect   and   evaluate   forced  
labor   data,   they   are:   KnowTheChain,   Fashion   Revolution   (which   publishes   the   Fashion   Transparency  
Index)   and   The   Corporate   Human   Rights   Benchmark.  
 
 
KnowTheChain   
This   coalition   of   nonprofit   organizations   monitors   a   variety   of   labor   standards,   using   benchmarking   as   a  
tool   to   identify   and   share   best   practices   and   to   harness   the   competitive   nature   of   markets   to   create   a  
“race   to   the   top.”   Their   most   recent   rankings   (as   of   2018)   assessed   43   apparel   and   footwear   companies  
across   the   benchmark's   seven   themes,   which   were   developed   to   capture   the   key   areas   where   companies  
need   to   take   action   to   eradicate   forced   labor   from   their   supply   chains:   commitment   and   governance;  
traceability   and   risk   assessment;   purchasing   practices;   recruitment;   worker   voice;   monitoring;   and   remedy 

.   The   background   on   their   methodology   and   access   to   company   scorecards   and   data   is   available   for  47

download   from   their   website   and   should   be   considered   a   valuable   primary   resource   for   an   analyst.  
 
 
Fashion   Transparency   Index  
Similar   to   KnowTheChain,   the   Fashion   Transparency   Index   published   by   Fashion   Revolution,   provides   full  
access   to   their   methodology   and   data   sets   in   a   google   spreadsheet   format   from   their   website.   The   focus  
of   this   index   is   on   transparency   --   to   identify   how   much   information   companies   are   disclosing   publicly,   not  
to   rank   the   sustainability   performance   of   the   brands.   Although   the   ranking   goes   beyond   an   evaluation   of  

45   https://integratedreporting.org/resource/investor-statement/  
46   https://sustainability.com/wp-content/uploads/2019/02/SA-RateTheRaters-2019-04.pdf  
47   https://knowthechain.org/benchmarks/comparison_tool/6/  
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forced   labor   practices   to   include   other   social   and   environmental   factors,   one   of   the   five   key   areas   of  
assessment   (Policy   &   Commitments)   includes   the   company’s   vendor/supplier   policy   for   “forced   &   bonded  
labour.”   This   data   point   can   help   an   analyst   identify   whether   a   company   does   or   does   not   have   a   policy   in  
place.   
 
 
The   Corporate   Human   Rights   Benchmark   (CHRB)   
CHRB,   now   part   of   the   World   Benchmarking   Alliance,   applies   a   very   methodical   approach   to   its  
measurement   and   ranking   of   companies’   human   rights   performance.   Although   the   focus   is   not   exclusively  
on   forced   labor,   a   company’s   ranking   along   the   CHRB   is   a   strong   indicator   of   how   the   company   performs  
in   terms   of   forced   labor,   and   is   another   valuable   tool   for   evaluating   a   company.   The   latest   version   of   their  
methodology,   published   in   January   2020,   is   available   on   their   website.   The   CHRB   aligns   their  
measurement   indicators   with   frameworks   intended   to   address   forced   labor,   such   as   the   UNGP   Reporting  
Framework,   ILO   standards,   FLA   Code   of   Conduct,   FWF   Labour   Standards,   Danish   Institute   for   Human  
Rights   Indicators   for   Business   (HRIB),   and   the   GRI.  
 
A   review   of   213   large   apparel   companies   found   that   approximately   half   of   the   companies   were   covered   by  
at   least   one   of   these   three   resources   (Appendix   B).   
 
 
Company   Documents  
For   companies   that   aren’t   already   ranked,   analysts   will   need   to   start   by   canvasing   the   material   made  
publicly   available   by   the   company.   Documents   likely   to   contain   information   about   the   company’s   policy  
and   management   of   forced   labor   issues   include:   an   annual   report,   sustainability   report,   corporate   code   of  
conduct,   supplier   code   of   conduct,   human   rights   policy   statement,   and/or   modern   slavery   statement.   In  
addition   to   collecting   these   documents,   an   analyst   can   leverage   third   party   reporting   databases,   such   as  
the   Oppen   Apparel   Registry   (OAR)   to   determine   to   what   degree   the   company   discloses   their   suppliers  48

and   subcontractors.  
 
 
Relevant   Information  
 
Although   there   is   no   standalone   metric   that   will   completely   explain   a   company’s   exposure   to   forced   labor,  
in   the   same   way   that   there   is   no   one   definitive   method   to   analyze   a   company’s   valuation,   there   are   data  
points   that   can   serve   as   indicators   of   forced   labor   that   investors   can   incorporate   when   developing   their  
due   diligence   process.   Two   of   the   most   well   recognized   standards   for   the   measurement   and   management  
of   social   and   environmental   factors   are   SASB   and   IRIS+.   Both   of   these   methods   have   recommended   data  
points   for   evaluating   labor   conditions.  
 
SASB    Metrics  
Public   equity   investors   can   start   by   aligning   their   data   collection   with    the   Sustainability   Accounting  
Standards   Board   (SASB)   accounting   guidelines.   SASB   maintains   a   publicly   available   Materiality   Map  49

which   identifies   which   sustainability   issues   to   prioritize   based   on   industry.   For   the   Apparel,   Accessories   &  
Footwear   sector,   supply   chain   management   is   one   of   three   main   issues   likely   to   be   financially   material,  

48   https://info.openapparel.org/  
49   https://www.sasb.org/standards-overview/materiality-map/   
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and   SASB   has   identified   three   underlying   accounting   metrics   for   measuring   and   reporting   labor   conditions  
across   a   company’s   supply   chain.  

 
 
IRIS+   Metrics  
For   private   equity   investors,   IRIS+   is   the   generally   accepted   system   for   measuring   social   metrics,   allowing  
investors   to   focus   their   capital   allocation   decisions   and   drive   greater   impact.   IRIS   metrics   are   intended   to  
be   used   and   analyzed   according   to   impact   objectives.   Within   the   IRIS   5.0   Catalog   of   Metrics ,   those  50

focused   on   the   issue   of   forced   labor   are   OI9650   and   OI4432,   which   fall   under   SDG   8   (Decent   Work   and  
Economic   Growth)   and   its   underlying   target   8.7,   to   “take   immediate   and   effective   measures   to   eradicate  
forced   labor,   end   modern   slavery   and   human   trafficking   and   secure   the   prohibition   and   elimination   of   the  
worst   forms   of   child   labor,   including   recruitment   and   use   of   child   soldiers,   and   by   2025   end   child   labor   in  
all   its   forms .”  51

 
 
Applying   the   SASB   or   IRIS+   metrics   is   a   good   start,   but   investors   willing   to   conduct   a   more   thorough  
analysis   will   be   better   equipped   to   align   the   results   of   their   research   with   their   broader   approach   to   risk  
management   and   client   expectations.  
 
 
Core   Indicators  
As   discussed   in   prior   sections,   the   Corporate   Human   Rights   Benchmark   Core   Indicators   and   the   UN  
Guiding   Principles   Reporting   Framework   provide   valuable   guidance   on   which   information   is   most   relevant  
to   the   issue   of   forced   labor.   A   recommended   list   of   34   questions   aligned   with   these   methodologies   has  

50   https://iris.thegiin.org/metrics/  
51   https://sustainabledevelopment.un.org/sdg8  
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been   compiled   below   for   this   guide.   The   list   is   by   no   means   comprehensive,   but   it   is   a   solid   point   from  
which   to   develop   a   thesis   on   a   company’s   management   of   forced   labor,   and   subsequently   the   broader  
issue   of   human   rights.   Completion   of   these   questions   will   help   to   identify   which   additional   resources   might  
be   required   in   order   to   engage   with   the   company   and   to   confirm   whether   the   investment   meets   the  
standards   of   the   organization,   as   well   as   develop   the   next   steps   for   engagement.  
 
Recommended   Questions   for   Apparel   Companies   and   Corresponding   Framework   +   Indicator  
UN   Guiding   Principles  
Reporting   Framework  

CHRB   Core   UNGP  
Indicators  

Question  

A1   Policy   Commitment  
What   does   the   company   say  
publicly   about   its  
commitment   to   respect  
human   rights?  

A.1.1   Commitment   to  
respect   human   rights  

Does   the   organization   publicly   state   their   commitment   to   respecting  
human   rights?  

A1  A.1.1  Does   the   organization   have   a   human   rights   policy   and/or   a   modern  
slavery   policy?  

A1  A.1.1  Are   they   covered   by   any   national   regulation   requiring   disclosure   of  
their   efforts   to   address   forced   labor?  
If   so,   do   they   meet   their   country’s   requirements?  
(reference   the   Regulation   section   of   this   guide)  

A1  A.1.2   Commitment   to  
respect   the   human   rights   of  
workers  

Does   the   policy   require   compliance   of    all    suppliers   across   the  
supply   chain?  
If   not,   what   does   it   cover?  

A1  A.1.2  Does   their   procurement   strategy   take   into   account   the   human   rights  
policy   of   their   suppliers?  

A1  A.1.4   Commitment   to  
engage   with   stakeholders  

How   does   the   company   engage   with   their   suppliers   across   the  
supply   chain?  

A1  A.1.4  Is   it   evident   how   often   and   with   what   %   of   their   suppliers   they  
engage?  

A1  A.1.5   Commitment   to  
remedy  

Do   they   disclose   their   approach   to   remediation?  

A2   Embedding   Respect   for  
Human   Rights  
How   does   the   company  
demonstrate   the   importance  
it   attaches   to   the  
implementation   of   its   human  
rights   commitment?  

B.1.1   Embedding   -  
Responsibility   and  
resources   for   day-to-day  
human   rights   functions  

Where/with   whom   does   the   decision   making   and   approval   of   their  
approach   to   respecting   human   rights   reside?  

 B.1.1  What   departments   and   roles   are   tasked   with   identifying   and  
addressing   the   risks   of   forced   labor?  

C2   Stakeholder   Engagement  
What   is   the   company's  
approach   to   engagement  
with   stakeholders   in   relation  
to   each   salient   human   rights  
issue?  

B.2.5   HRDD   -   Reporting:  
Accounting   for   how   human  
rights   impacts   are  
addressed  

Does   the   company   report   any   results   achieved   from   the   company’s  
efforts   to   address   the   risks   of   forced   labor?  

C3   Assessing   Impact  
How   does   the   company  
identify   any   changes   in   the  

B.2.1   HRDD   -   Identifying:  
Processes   and   triggers   for  
identifying   human   rights  
risks   and   impacts  

Do   they   audit   their   Tier   1   suppliers?  
If   so,   what   %   is   audited   and   how   are   they   audited?  
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nature   of   each   salient   human  
rights   issue   over   time?  

 B.2.1  Do   they   audit,   or   work   with   a   3rd   party,   to   audit   their   Tier   2?  
If   so,   what   %   is   audited   and   how   are   they   audited?  
If   not,   do   they   have   plans   to   audit   in   the   future?  

 B.2.1  Do   they   disclose   their   suppliers   across   Tier   1,   Tier   2,   and   beyond?  

 B.2.1  Do   they   require   suppliers   to   verify   that   their   subcontractors   meet  
international   human   rights   standards,   such   as   the   UN   Guiding  
Principles   on   Business   and   Human   Rights?  

  Are   they   aware   of   where   their   suppliers   are   located?   If   so,   have   they  
identified   the   level   of   risk   associated   with   that   country   or   region?  

 B.2.1  Do   they   have   a   policy   that   provides   guidance   on   recruitment?  

 B.2.2   HRDD   -   Assessing:  
Assessment   of   risks   and  
impacts   identified   (salient  
risks   and   key   industry   risks)  

Do   they   have   a   risk   matrix   or   other   approach   to   identify   the   risk   of  
forced   labor   in   their   supply   chain?  

 
B.2.2  How   are   the   potential   or   identified   risks   of   force   labor   integrated   into  

their   operations?  

 B.2.2  Does   it   seem   like   they   have   the   capacity   to   execute   their   system   for  
auditing?   Is   it   credible?  

 B.2.2  Do   they   have   any   other   method   of   monitoring   beyond   audits?  

C4   Integrating   Findings   and  
Taking   Action  
How   does   the   company  
integrate   its   findings   about   each  
salient   human   rights   issue   into  
its   decision-making   processes  
and   actions?  

B.2.3   HRDD   -   Integrating  
and   Acting:   Integrating  
assessment   findings  
internally   and   taking  
appropriate   action  

Have   they   engaged   with   their   suppliers   on   worker   training?  

 B.2.3  If   they   have   engaged   on   worker   training,   was   it   done   directly  
through   the   company,   the   supplier   or   a   3rd   party?  

 B.2.3  Have   they   provided   resources   and/or   incentives   to   their   suppliers   to  
support   investments   in   good   labor   practices?  

 B.2.3  Do   they   disclose   any   other   approaches   to   communicating   with  
workers.  

C5   Tracking   Performance  
How   does   the   company   know  
if   its   efforts   to   address   each  
salient   human   rights   issue  
are   effective   in   practice?  

B.2.4   HRDD   -   Tracking:  
Monitoring   and   evaluating  
the   effectiveness   of   actions  
to   respond   to   human   rights  
risks   and   impacts  

Does   the   company   have   designated   KPIs   to   track   their   progress   on  
addressing   forced   labor   across   the   supply   chain?  

C6   Remediation  
How   does   the   company  
enable   effective   remedy   if  
peple   are   harmed   by   its  
actions   or   decisions   in  

C.1   Grievance  
channels/mechanisms   to  
receive   complaints   or  
concerns   from   workers  

Do   they   have   a   grievance   mechanism   available   for   workers   across  
all   tiers   of   the   supply   chain?  
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relation   to   the   salient   human  
rights   issues?  

 C.1  Is   the   grievance   policy   anonymous?  

 C.1  Is   the   grievance   policy   offered   in   the   native   language(s)   of   the  
workers?  

 C.1  To   whom   do   reports   of   potential   labor   violations   get   reported,   and  
how   often?  

 C.2   Grievance  
channels/mechanisms   to  
receive   complaints   or  
concerns   from   external  
individuals   and  
communities  

Do   they   have   a   whistleblowing   mechanism   in   place?  

 

C.7   Remedying   adverse  
impacts   and   incorporating  
lessons   learned  

Do   they   disclose   whether   they   (or   a   supplier)   has   been   found   to   be  
in   violation   of   their   forced   labor/modern   slavery   policy?  

 C.7  Do   they   identify   whether   any   remediate   action   was   taken?  

 C.7  Do   they   identify   what   action   should   be   taken   to   avoid   future  
incidents   of   forced   labor?  

 
 

Conclusion  
Forced   labor   is   an   urgent   issue   for   the   apparel   industry   to   address,   and   a   material   issue   for   investors  
allocating   capital   to   companies   in   this   industry.   International   organizations   and   governments   are   providing  
guidance   on   how   companies   should   conduct   due   diligence   and   report   on   progress,   and   consumers   and  
NGOs   are   putting   social   pressure   on   companies   to   make   it   a   priority.   Although   the   fragmentation   of   forced  
labor   data   across   company   reports   and   policies,   nongovernmental   organizations,   and   other   third-party  
sources   makes   it   challenging   to   aggregate   the   information,   enough   information   is   available   for   investors  
to   begin   making   an   informed   decision.   Investors,   as   stewards   of   capital,   have   an   important   role   to   play   in  
helping   companies   recognize,   address,   and   eliminate   forced   labor   from   their   supply   chain.  
 
Based   on   the   results   of   the   analyst   survey   (Appendix   B),   which   indicated   that   a   checklist   would   be   a  
helpful   resource,   this   guide   concludes   with   a   consolidated   approach   to   evaluating   an   apparel   company’s  
policies   and   management   of   forced   labor   using   publicly   available   information.   This   checklist   is   intended  
as   a   jumping   off   point   from   which   to   begin   developing   a   thesis   on   the   company’s   management   of   forced  
labor,   and   subsequently   the   broader   issue   of   human   rights,   and   to   confirm   whether   the   investment   meets  
the   standards   of   the   organization   and   their   clients.  
 
Feedback   on   this   guide   is   encouraged   and   should   be   directed   to   Nancy   Reyes   Mullins   at  
nancyrm@berkeley.edu.  
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Due   Diligence   Checklist   -   Apparel   Company   Management   of   Forced   Labor   Issues  
 
STEP   ONE:   Identify   public   data   sources  
Source  Type  Availability   of   forced   labor  

information  
Rankings   Resource  KnowTheChain   

Fashion   Transparency   Index   

Corporate   Human   Rights   Benchmark   

Company   Publication  Annual   Report   

Sustainability   or   CSR   Report   

Corporate   Code   of   Conduct   

Supplier   Code   of   Conduct   

Human   Rights   Policy   Statement   

Modern   Slavery   Statement   

List   of   direct   suppliers   

List   of   subcontracted   suppliers   

List   of   fabric   mills   

List   of   raw   material   suppliers   

STEP   TWO:   Confirm   disclosure   of   relevant   forced   labor   information  
Part   1:   SASB   or   IRIS+   Metrics  
Type  Metric  Data  
SASB  CG-AA-430b.1  

Percentage   of   (1)   Tier   1   supplier   facilities   and  
(2)   supplier   facilities   beyond   Tier   1   that   have  
been   audited   to   a   labor   code   of   conduct,   (3)  
percentage   of   total   audits   conducted   by   a  
third-party   auditor  

 

CG-AA-430b.2  
Priority   non-conformance   rate   and   associated  
corrective   action   rate   for   suppliers’   labor   code  
of   conduct   audits  

 

CG-AA-430b.3  
Description   of   the   greatest   (1)   labor   and   (2)  
environmental,   health,   and   safety   risks   in   the  
supply   chain  

 

IRIS+  Forced   Labor   Policy   (OI9650)  
Indicates   whether   the   organization   has   a  
written   policy   against   forced   labor   and   a  
system   to   monitor   compliance   of   this   policy.  
Organizations   should   footnote   the   relevant  
details   around   their   forced   labor   policy,  
including   how   it   is   enforced.  
Reporting   Format:   Yes/No  
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Forced   Labor   Policy:   Child   Labor   (OI4432)  
Indicates   whether   the   organization   has   a  
written   policy   against   child   labor   and   a   system  
to   monitor   compliance   of   this   policy.  
Organizations   should   footnote   the   relevant  
details   and   description   of   their   child   labor  
policy,   including   details   of   how   it   is   enforced.  
Reporting   Format:   Yes/No  

 

STEP   TWO:   Confirm   disclosure   of   relevant   forced   labor   information  
Part   2:   Core   Indicators  
Question  Answer  
Does   the   organization   publicly   state   their   commitment   to   respecting  
human   rights?  

 

Does   the   organization   have   a   human   rights   policy   and/or   a   modern  
slavery   policy?  

 

Are   they   covered   by   any   national   regulation   requiring   disclosure   of   their  
efforts   to   address   forced   labor?  
If   so,   do   they   meet   their   country’s   requirements?  

 

Does   the   policy   require   compliance   of   all   suppliers   across   the   supply  
chain?  
If   not,   what   does   it   cover?  

 

Does   their   procurement   strategy   take   into   account   the   human   rights  
policy   of   their   suppliers?  

 

How   does   the   company   engage   with   their   suppliers   across   the   supply  
chain?  

 

Is   it   evident   how   often   and   with   what   %   of   their   suppliers   they   engage?   
Do   they   disclose   their   approach   to   remediation?   
Where/with   whom   does   the   decision   making   and   approval   of   their  
approach   to   respecting   human   rights   reside?  

 

What   departments   and   roles   are   tasked   with   identifying   and   addressing  
the   risks   of   forced   labor?  

 

Does   the   company   report   any   results   achieved   from   the   company’s  
efforts   to   address   the   risks   of   forced   labor?  

 

Do   they   audit   their   Tier   1   suppliers?  
If   so,   what   %   is   audited   and   how   are   they   audited?  

 

Do   they   audit,   or   work   with   a   3rd   party,   to   audit   their   Tier   2?  
If   so,   what   %   is   audited   and   how   are   they   audited?  
If   not,   do   they   have   plans   to   audit   in   the   future?  

 

Do   they   disclose   their   suppliers   across   Tier   1,   Tier   2,   and   beyond?   
Do   they   require   suppliers   to   verify   that   their   subcontractors   meet  
international   human   rights   standards,   such   as   the   UN   Guiding   Principles  
on   Business   and   Human   Rights?  

 

Are   they   aware   of   where   their   suppliers   are   located?   If   so,   have   they  
identified   the   level   of   risk   associated   with   that   country   or   region?  

 

Do   they   have   a   policy   that   provides   guidance   on   recruitment?   
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Do   they   have   a   risk   matrix   or   other   approach   to   identify   the   risk   of   forced  
labor   in   their   supply   chain?  

 

How   are   the   potential   or   identified   risks   of   force   labor   integrated   into   their  
operations?  

 

Does   it   seem   like   they   have   the   capacity   to   execute   their   system   for  
auditing?   Is   it   credible?  

 

Do   they   have   any   other   method   of   monitoring   beyond   audits?   
Have   they   engaged   with   their   suppliers   on   worker   training?   
If   they   have   engaged   on   worker   training,   was   it   done   directly   through   the  
company,   the   supplier,   or   a   3rd   party?  

 

Have   they   provided   resources   and/or   incentives   to   their   suppliers   to  
support   investments   in   good   labor   practices?  

 

Do   they   disclose   any   other   approaches   to   communicating   with   workers.   
Does   the   company   have   designated   KPIs   to   track   their   progress   on  
addressing   forced   labor   across   the   supply   chain?  

 

Do   they   have   a   grievance   mechanism   available   for   workers   across   all  
tiers   of   the   supply   chain?  

 

Is   the   grievance   policy   anonymous?   
Is   the   grievance   policy   offered   in   the   native   language(s)   of   the   workers?   
To   whom   do   reports   of   potential   labor   violations   get   reported,   and   how  
often?  

 

Do   they   have   a   whistleblowing   mechanism   in   place?   
Do   they   disclose   whether   they   (or   a   supplier)   has   been   found   to   be   in  
violation   of   their   forced   labor/modern   slavery   policy?  

 

Do   they   identify   whether   any   remediate   action   was   taken?   
Do   they   identify   what   action   should   be   taken   to   avoid   future   incidents   of  
forced   labor?  

 

STEP   THREE:   Identify   gaps   in   data   required,   how   to   source,   and   priority   level  
Data   Gap  Source  

(i.e.   3rd   party   data   provider,   NGO,   etc.)  
Priority   Level  

   
   
   

STEP   FOUR:   Preliminary   conclusion   on   how   the   company   is   managing   its   potential   exposure   to  
forced   labor   and   next   steps   for   engagement.  
 

   
This   checklist   is   available   to   download   via   a   public   Google   spreadsheet   titled,   “ Due   Diligence   Checklist   -  
Apparel   Company   Forced   Labor   Exposure .”  
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APPENDICES  

Appendix   A   -   Country   Risk  
When   evaluating   a   company’s   potential   exposure   to   forced   labor,   a   good   place   to   start   is   by   identifying  
where   the   majority   of   its   suppliers   are   located   and   whether   those   countries   are   of   high   risk   to   forced   labor.  
Two   sources   of   information   for   country   risk   are   the   International   Labour   Organization   (ILO)   and   the   U.S.  
Bureau   of   International   Labor   Affairs   (ILAB).  
 
International   Labour   Organization   (ILO):   Forced   Labor   by   Region   in   2016  52

 

 
Source:   Global   estimates   of   modern   slavery:   Forced   labour   and   forced   marriage,   International   Labour   Office   (ILO),  
Geneva,   2017.   Table   2.  
 
 
 
ILAB’s   List   of   Goods   Produced   by   Child   Labor   or   Forced   Labor  
These   are   the   seven   countries   identified   as   source   countries   believed   to   produce   garments   by   forced  
labor   in   violation   of   international   standards .  53

 
Country  Good    Forced   Labor  
Argentina  Garments  Y  
Brazil  Garments  Y  
China  Garments  Y  
India  Garments  Y  
Malaysia  Garments  Y  
Thailand  Garments  Y  
Vietnam  Garments  Y  

 
 

52   https://www.ilo.org/wcmsp5/groups/public/@dgreports/@dcomm/documents/publication/wcms_575479.pdf   
53 
https://www.dol.gov/agencies/ilab/reports/child-labor/list-of-goods?tid=5531&field_exp_good_target_id=5798&field_exp_exploitation 
_type_target_id_1=15412&items_per_page=10  
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Appendix   B   -   Apparel   Company   Benchmarks  
 

Company  Type  

KnowTheChain  
(total   out   of   100)  

 
Average   Score   =   37  

Fashion   Transparency  
Index  

(%)  
Average   Score   =   23%  

Corporate   Human  
Rights   Benchmark  

(band   range)  
Average   Score   =   25%  

Abercrombie   &   Fitch  Public   24.80%   
Adidas  Public  92  69.40%  80-90%  

Aldo  Private   17.40%   

Alpargatas  Public     
Amazon  Public  34  25.40%  10-20%  

American   Eagle   Ou�i�ers  Public   17.20%   
Anta   Sports   Products   Ltd.  Public  4  8.40%  0-10%  

Arcadia   Group  Private     

Armani  Private   8.80%   

Arvind  Public     

Ascena   Retail   Group  Public     

Asics  Public  41  45.80%   

ASOS  Public   54.80%   

Audemars   Piguet  Private     

Babochka  Private     

Bally  Private   0.00%   

Barbour  Private     

Barneys   New   York  Private     

BCBG   Maxazria  Private   3.20%   

Belle   Interna�onal  Public   0.00%   

Bene�on   Group  Private     

Bestseller  Private     

Birkenstock  Private     

Bogner  Private     

Boohoo.Com  Public   9.20%   

Bosco   di   Ciliegi  Private     

Breitling  Private     

Brooks   Brothers  Private   5.20%   
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Brunello   Cucinelli  Public   25.40%   
Burberry   Group  Public  54  36.00%  40-50%  

Burlington   Coat   Company  Private   14.40%   

C&A  Private   69.80%   

Calzedonia   Group  Private   13.20%   

Canada   Goose  Private   4.20%   

Caleres  Public     

Canali  Private     

Carter's  Public  43   10-20%  

CBR   Fashion  Private     

Chanel  Private   10.60%   

Charles   Vogele   Gruppe  Private     

Chicos  Public   11.80%   

Childrens   Place   Inc  Public     

Chopard  Private     

Chow   Tai   Fook   Jewellery  Public     

Chris�an   Dior  Public     

Chris�an   Loubou�n  Private     

Coach  Public   18.80%   

Cole   Haan  Private   8.20%   
Columbia   Sportswear  Public  31  28.20%  20-30%  

Compagnie   Financière   Richemont  Public     

Damartex  Private     

De   Rigo   S.p.A.  Private     

Deckers   Outdoor  Public     

Desigual  Private   16.80%   

Dicks   Spor�ng   Goods  Public   16.40%   

Dillards  Public   9.60%   

Dolce   &   Gabbana  Private   3.40%   

DSW  Public   10.40%   

DvF    (Diane   von   Furstenberg)  Private   2.40%   

Eclat   Tex�le   Corp.   Ltd.  Public  1    

Eddie   Bauer  Private   4.60%   

Eileen   Fisher  Private     
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El   Corte   Inglés   Group  Private   27.80%   

Elie   Taharie  Private   0.00%   

Eroglu   Group  Private     

ESCADA  Private     

Esprit  Public   64.20%   

Excellent   Retail   Brands  Private     

Express  Public   8.00%   

Farfetch  Private     

Fast   Retailing  Public  43   40-50%  

Foot   locker  Public  12  7.40%  0-10%  

Forever   21  Private   6.60%   

Fossil  Public   12.80%   

Frederique   Constant  Private     

Furla  Private   10.20%   
Gap  Public  75  50.00%  50-60%  

Genesco  Public     

G-III   Apparel   Group  Public     
Gildan   Ac�vewear  Public  47  49.20%  30-40%  

Grendene  Public     

Groupe   GO   Sport  Private     

Groupe   Zannier  Private     

Grupo   Cortefiel  Private     

G-star  Private   48.80%   

Guararapes  Public     

Guess  Public   19.20%   
Hanesbrands   Inc.  Public  50  38.80%  50-60%  
Hennes   &   Mauritz    (H&M)  Public  65  72.80%  50-60%  
Hermès  Public  17  33.00%  10-20%  

Holy   Fashion   Group  Private     

House   of   Fraser  Private     

Hudsons   Bay  Public   19.00%   
Hugo   Boss  Public  62  41.00%  20-30%  

IC   Group  Private     

Inditex    (Zara)  Public   44.20%  60-70%  

I�erre   S.p.A.  Private     
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J.   Crew  Private     

J.C.   Penney  Public     

JAB   Holding   Company  Private     

JD   Sports  Public   16.00%   

Karen   Millen  Private     

Kate   Spade  Public   18.80%   

Kering  Public  45   30-40%  

Kurt   Geiger  Private     
L   Brands    (Victoria's   Secret)  Public  52  21.20%  10-20%  

Lacoste  Private   24.60%   

Lao   Feng   Xiang   Jewelry  Public     

Levi   Strauss   &   Co.  Private   47.80%   

Li   &   Fung   Ltd  Public  33    

Li   Ning  Public     

Lindex  Private   49.6   

Liu   Jo  Private     

Liverpool  Private     

Lojas   Renner   S.A.  Public     

Longchamp  Private   3.00%   
Lululemon   Athle�ca  Public  89  45.60%  20-30%  

Luxo�ca   Group  Public     
LVMH  Public  14  26.00%  10-20%  

Macy's  Public   15.60%  10-20%  

MANGO   MNG   Holding  Private   21.60%   

Manolo   Blahnik  Private     

Marc   O   Polo  Private     

Marks   &   Spencer   Group  Public   59.60%  70-80%  

Marzo�o   Group  Private     

Max   Mara  Private   0.40%   

Metersbonwe  Public   0.80%   

Michael   Kors  Public  24  7.60%   

Mikimoto  Private     

Moncler   SpA  Public   18.80%   

Monsoon   Accessorize  Private   40.00%   

36  



 
 

Mr   Price   Group  Public  22   10-20%  

Neiman   Marcus  Private   6.4   

New   Balance  Private   48.40%   

New   Era  Private     

New   Look  Private   42.60%   

NewYorker  Private   0.60%   

Next  Public   36.20%  30-40%  

Nike  Public  63  55.20%  40-50%  

Nine   West   Holdings  Private   3.20%   

Nordstrom  Public   22.20%  10-20%  

Onward   Holdings  Public     

OTB   Group  Private     

Oxford   Industries  Public     

Page   Industries   Ltd.  Public  19   0-10%  

Pantaloons  Public     

Patagonia  Private   60.40%   

Patek   Phillippe  Private     

Paul   Smith  Private     

Peek   &   Cloppenburg  Private     

Pentland   Brands   Plc.  Private     

Pepe   Jeans   Group  Private   0.40%   

Pou   Chen   Corp  Public  6    
Prada  Public  5  18.20%  10-20%  

Primark  Private  72  38.40%   

PUIG  Private     
PUMA  Public  61  56.60%  40-50%  

PVH    (Calvin   Klein,   Tommy   Hilfiger)  Public  69   20-30%  

Ralph   Lauren  Public  58  27.00%  10-20%  

Rolex   SA  Private     

Ross   Stores  Public   8.40%  0-10%  

Rue21  Private     

Russell   Athle�c  Private   36.20%   

s.Oliver   Group  Private   16.20%   
Salvatore   Ferragamo  Public  13  20.60%  0-10%  

Selfridges   Group  Private     
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Semir  Public     

Shenzhou   Intl   Group   Holdings   Ltd.  Public  3   0-10%  

Shimamura   Co.   Ltd.  Public  0    

ShopKo   Stores  Private     

Sisley  Private     

Skechers  Public  7  8.20%   

SMCP  Private     

Sociedad   Tex�l   Lonia  Private     

Sports   Authority  Private     

Sports   Direct  Public   6.00%   

St.   John  Private     

Steve   Madden  Public   9.60%   

Supergroup  Public     

Swarovski  Private     

Swatch   Group  Public     

Takko   Fashion  Private   11.60%   

Ted   Baker  Public   23.40%   

The   Buckle   Inc.  Public     

Tiffany   &   Co.  Public     

TJX   Companies    (TJ   Maxx)  Public   15.20%  10-20%  

TODS  Public     

Tom   Ford  Private   0.20%   

Tory   Burch  Private   3.60%   

Triumph   Interna�onal  Private   10.00%   

True   Religion  Private     

Ulysse   Nardin  Private     
Under   Armour  Public  44  29.20%  30-40%  

Urban   Ou�i�ers  Public   20.20%   

Valen�no  Private   9.80%   

Van   de   Velde  Public     

Varner   Group  Private     

Vente-privee.com  Private     

Vera   Wang  Private     

Versace  Private   5.80%   
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VF   Corp.    (Timberland)  Public   58.50%  50-60%  

Vipshop   Holdings  Public     

Vivarte  Private     
Walmart  Public  44  28.00%  20-30%  

Wolverine  Public     

Woolrich  Private     

Wortmann   Group  Private     

YOOX   Net-a-Porter   Group  Public     
Youngor   Group   Co.   Ltd.  Public  0  0.00%  0-10%  

Yue   Yuen   Industrial   Holdings   Ltd.  Public  1   10-20%  

Zalando  Public   39.00%   

Zegna  Private   26.80%   

Zhejiang   Semir   Garment   Co.   Ltd.  Public  0   0-10%  

 
Benchmark   Sources  
KnowTheChain   (2018):    https://knowthechain.org/wp-content/uploads/KTC_AF_2018_.pdf   
Corporate   Human   Rights   Benchmark   (CHRB)   (2019):  
https://www.corporatebenchmark.org/sites/default/files/2019-11/CHRB2019KeyFindingsReport.pdf  
Fashion   Transparency   Index   (2020):    https://www.fashionrevolution.org/about/transparency/   

 
This   list   is   available   for   viewing   and   sorting   via   a   Google   spreadsheet   titled,   “ Apparel   Company  
Benchmarks .”   
 
 

  

39  

https://knowthechain.org/wp-content/uploads/KTC_AF_2018_.pdf
https://www.corporatebenchmark.org/sites/default/files/2019-11/CHRB2019KeyFindingsReport.pdf
https://www.fashionrevolution.org/about/transparency/
https://docs.google.com/spreadsheets/d/1AR-JTAzQQ-pHSYfSCfHf4KpyUTaFI65hSCCCxNhYK_Q/edit?usp=sharing
https://docs.google.com/spreadsheets/d/1AR-JTAzQQ-pHSYfSCfHf4KpyUTaFI65hSCCCxNhYK_Q/edit?usp=sharing


 
 

Appendix   C   -   Investment   Analyst   Survey  
In   order   to   understand   how   investors   are   prioritizing   the   evaluation   of   forced   labor   in   their   investment  
analysis,   a   survey   was   conducted   in   April/May   2020.   At   the   time   of   publication   a   total   of   31   analysts   had  
completed   the   survey.   The   results   of   the   survey   are   below.  
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