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With the European Commission's proposal for a regulation to prohibit products made
with forced labour on the EU market, the EU plans to ban all products made under
such conditions for domestic consumption, export and import. The regulation will have
wide-ranging impact as it covers all companies and products, regardless of size or
sector in which they operate. In this session we looked at the potential impact of this
forced labour ban on the textile sector and how companies can begin to prepare for

the upcoming obligations in their supply chains.

Summary

The EU Commission's new regulation on forced labor represents a pivotal advancement
in the European Union's efforts to combat modern slavery and uphold human rights
within its borders and beyond. This regulation introduces stringent measures aimed at
holding businesses accountable for their supply chains and ensuring ethical practices
throughout their operations. This approach is important since an estimated 27.6 million
people are in forced labor, in many industries and in every continent. The proposal
builds on internationally agreed definitions and standards, and underlines the
importance of close cooperation with global partners. National authorities will be
empowered to withdraw from the EU market products made with forced labor,
following an investigation. EU customs authorities will identify and stop products made

with forced labor at EU borders.

At its core, the regulation emphasizes the importance of supply chain due diligence,
requiring businesses to actively identify, prevent, and mitigate risks of forced labor
within their supply chains. Moreover, the regulation encourages collaboration and
engagement among stakeholders, recognizing the interconnected nature of global

supply chains. By engaging with suppliers, civil society organizations, and other relevant



actors, businesses can enhance the effectiveness of their anti-forced labor initiatives

and drive meaningful change across industries.

Overall, the EU Commission's new regulation on forced labor signals a significant shift
towards greater accountability and responsibility. By setting clear standards and
expectations, the regulation empowers brands and suppliers to take proactive steps in
combating modern slavery and upholding human rights. As stakeholders work together
to implement and enforce these measures, the EU strives towards a future where

forced labor is eradicated, and dignity and freedom are upheld for all individuals.

Anna Cavazzini,

Member of the European Parliament, The Greens/EFA

The primary goal, as discussed by Anna, is to eliminate forced

labor from supply chains and ensure proper remediation for
affected individuals. Efforts include reinforcing remediation processes and
implementing a system where companies must prove the absence of forced labor in
their supply chains, especially in regions where state-imposed forced labor is
prevalent. She emphasizes the crucial role of the European Commission in investigating
and enforcing compliance, advocating for granting the Commission more authority,
implementing a ‘burden of proof’ and including its involvement as a 28th authority
responsible for investigation and decision-making. This also involves maintaining a
database of regional information to facilitate enforcement efforts. However, Ms.
Cavazzini acknowledges the ongoing debate regarding the extent of authority to be
given to the Commission versus member states, stressing the importance of a balanced
approach that considers both centralized enforcement and the expertise of national
authorities. Negotiations are underway between the Parliament and the Council, with
Ms. Cavazzini and others aim to reconcile differences with a focus on achieving

effective implementation and enforcement of the regulation.



Takeaways:

e Anna discusses potential consequences of the new law on forced labor,
suggesting a preventive approach to discourage companies from risking non-
compliance. She explores scenarios involving forced labor detection in products
and potential actions by authorities and companies, including withdrawal from
the market.

e Anna explains that all member states would need to designate an authority to
check for forced labor in products. She suggests that existing authorities
responsible for due diligence laws could also handle forced labor checks.

e Anna advises companies, brands, and buyers to conduct risk assessments in
their supply chains to identify and mitigate forced labor risks preemptively. She
suggests preparing strategies to address these risks to ensure compliance with

future legislation.

Libby Annat,

Partner and Co-Founder at Due Diligence Design

Libby highlights if the Forced Labour Ban regulation goes to
plan by 2025/2026, large companies will face significant

reporting and regulatory obligations. With a two to three-year

window before the regulation takes effect, companies are
urged to begin preparations now. The regulation is anticipated to cover the entire scope
of the textile value chain, impacting all sectors and supply chains. Due Diligence Design
offers insights into the potential rollout of the regulation and advises companies on
necessary preparations. Ms. Annat stresses that companies should not solely rely on
existing directives like the corporate sustainability due diligence directive or the
German Supply Chain Act, as the forthcoming regulation will offer a different direction
where more comprehensive coverage will be used to ensure products are free from
forced labor upon reaching the market. Enforcement of the regulation is expected to
be carried out by EU member state competent authorities, likely overseen by ministries
of trade or equivalent bodies. These authorities will focus on investigating areas with
the highest risks and impacts. Companies operating in high-risk countries will bear the

burden of proof to demonstrate that forced labor was not utilized. Ms. Annat breaks



down that the Commission will introduce delegated acts, requiring companies to
provide traceability information to customs authorities for high-risk products or
regions. Due Diligence Design emphasizes the need for early preparation, particularly
among larger companies, as authorities will adopt a risk-based approach to
implementation. This approach incentivizes companies to proactively assess and

address forced labor risks, laying the groundwork for labor policies and strategies.

Clemence Aron,

Progamme Director, Mekong Club

In the presentation by Clémence Aron, the focus is on the
prevalence of forced labor within textile supply chains and

recommendations for companies to identify and mitigate such

issues. Ms. Aron begins by highlighting the staggering statistics, with an estimated 50
million people worldwide in situations of modern slavery, including 28 million victims
of forced labor. Textiles and garments are among the top products associated with
forced labor, comprising 35% of goods at risk. The complex nature of global supply
chains exacerbates vulnerabilities, with forced labor occurring at various stages.
Clemence defines forced labor according to the International Labor Organization (ILO)
and emphasizes the vulnerability of migrant workers, who are three times more
susceptible to exploitation. She outlines indicators of forced labor, such as abuse of
vulnerability, excessive overtime, and isolation, underscoring the need for companies

to understand and address these signs.

Ms. Aron discusses the drivers of forced labor, including the lack of transparency,
irresponsible recruitment practices, and price pressures within supply chains. She also
addresses the limitations of social audits in identifying forced labor and the impact of
COVID-19 on exacerbating vulnerabilities. Aron then provides recommendations for
companies to address forced labor, aligned with the framework of human rights due
diligence. Key steps include committing to policies and management systems, training
employees, mapping supply chains, reviewing risks, and adopting preventive measures.

Responsible recruitment practices, engagement with key stakeholders, and



establishing grievance mechanisms are also crucial aspects. Aron emphasizes the
importance of collaboration and communication among brands, suppliers, and workers

to address forced labor effectively.

To learn more, watch the recording of the Seminar. The slides presented in this seminar

are attached below. For more online seminars on similar topics, check out the Asian

Dialogues Series.
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Due Diligence
Design




Due Diligence Design prepares business
for existing and emerging responsible
business conduct legislation, international
due diligence standards, and the direction
of travel for decision-making, by providing
intelligence, technical expertise and
expert advisory services.



EU Forced Labour Ban

Introduction

The EU Commission’s draft proposal for a Regulation
on prohibiting products made with forced labour

on the EU market (the Regulation) was published on
14 September 2022.

It bans products made with forced labour from entering
and being distributed on the EU market, and from being
exported from the EU market.

The Regulation will have a wide-raging impact as it covers
all companies and products, regardless of size or sector
in which they operate.

As a Regulation, once passed it will be legally binding
and immediately applicable to all Member States in the
same way and at the same time. Based on the current
timetable, we expect the Regulation to enter into force
for companies in 2025.

The contents of this document do not constitute
legal or financial advice and are provided for general
information purposes only.






EU Forced Labour Ban

Scope of the Regulation

1.

The regulation bans products made with forced labour
from entering and being distributed on the EU market,
and from being exported from the EU market.

It applies to all companies placing goods on the

EU market, but there will be an emphasis on larger
companies at early stages of the EU value chain. The
EU Council has also proposed the regulation covers
products offered for sale online or through other
means of distance sales.

All products and their components are covered by the
Regulation, regardless of the sector, origin, or stage of
the supply chain where forced labour took place.

The Regulation uses the ILO definition of forced
labour, including the ILO’s 11 indicators for forced
labour. The Regulation will be enforced by EU Member
State Competent Authorities and Customs Authorities

Enforcement by authorities

. The Regulation will be enforced by EU Member State

Competent Authorities and Customs Authorities

. Competent Authorities will be responsible for

determining what products and companies are
investigated. Investigations should be risk-based

- the competent authorities are required to focus
their investigations where the risks are highest, most
severe and have the most impact.

Customs authorities are responsible for stopping
products that the competent authorities have
determined are made with forced labour from entering
or exiting the EU.

. The EU Parliament has proposed a reversal of burden

of proof for certain goods produced in high-risk areas,
where competent authorities could presume that the
products are made with forced labour.
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EU Forced Labour Ban

High-risk products
and traceability

10.

1.

12.

The EU Commission will introduce additional acts
(Delegated Acts) which will require companies to
submit traceability information to customs authorities
on high-risk products or geographies.

The EU Commission has indicated that traceability
information will extend past Tier 2 level (i.e., to raw
material production).

We expect Delegated Acts to focus on products from
conflict-affected and high-risk areas (CAHRAs) and
countries with state-sponsored forced labour.

The EU Commission will identify high-risk products
and regions through a database and risk indicators.

Submitting cases

13. Individuals and organisations can submit cases but the
competent authorities who decide what is investigated.

14. When a case is triggered, companies have only
15 working days to prepare a submission to the
competent authority.

15. Submission requirements are substantial.

16. A decision against a company by the competent
authority could result in litigation against a company
brought by civil society and / or victims.






EU Forced Labour Ban

Investigatory process

Preliminary Investigation (Step 1)

e A preliminary investigation is initiated by the
competent authority.

e The company is required to provide information on
its forced labour due diligence within 15 working days.

¢ This due diligence information must align with
relevant legislation and guidance.

e Companies can also provide additional information
that they feel would be useful.

e The competent authority will take the company’s
information into account, along with other public
sources of information, and will also consider whether
the company has any previous non-compliances
with the Regulation.

At this point the competent authority is looking
at whether forced labour is probable.

A competent authority will have 30 working days

to decide whether there is a substantiated concern
that a product breaches the ban. This triggers

a full investigation.

Full Investigation (Step 2)

If a full investigation is triggered, companies have
a further 15 working days to provide any additional
information to the competent authorities.

Companies can submit a request for an extension
of that time if there is a justifiable reason.

Competent authorities can conduct their own
checks and inspections in producer countries.



EU Forced Labour Ban

Investigatory process

Decision (Step 3)

e Competent authorities have to reach a decision
within a reasonable period of time, not defined
by the Regulation.

Review (Step 4)

e Companies can request a review of the decision.
They need to provide NEW information to the
competent authorities within 15 working days.

e At this stage, the competent authority can reverse
its original decision.

Enforcement and Penalties (Step 5)

If a competent authority decides that the Regulation
was breached, it will

o Prohibit the products from being made available
or exported from the EU market

o Order the company, within a specified time limit
(at least 30 days) to withdraw all relevant products
already placed in the EU market and dispose of
them in accordance with EU and national law.

Companies will face penalties if they fail to comply
with a decision.

If companies comply with the decision and at a later
point provide NEW evidence that they have eliminated
forced labour in their operations or supply chains,

the banis lifted but ONLY for future products.

The EU Parliament position goes further and introduces
remediation for workers harmed in the supply chain.
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EU Forced Labour Ban

What you need to do

We recommend companies take the following

key actions in line with the steps of OECD

Due Diligence guidance

1.

Develop a forced labour policy and strategy
that meets the key guidance including the EU
Forced Labour Guidance, OECD due diligence
guidance and the EU CSDDD.

Map which products and sourcing regions are
the highest risk for forced labour across your full
supply chain.

Ensure you have full traceability for all high-risk
products so that you are ready to respond to any
investigations.

For each high-risk product and geography
identified, you will need to demonstrate that you
are carrying out programming to prevent forced
labour.

5. Be prepared to exit any supply chains where you are
unable to undertake effective due risk prevention and
mitigation for forced labour risks.

6. Be prepared for civil litigation cases to follow on from
competent authority decisions against you.

7. It will not be enough to comply with the EU CSDDD and
/ or the German Supply Chain Act to ensure compliance
with the Regulation.

1
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50 million people in modern slavery*
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https://www.walkfree.org/global-slavery-index/

Global Slavery Index insights
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IMPORTING RISK

Measuring the connection between modern slavery and global imports. G20 countries rank among the largest importers (and exporters) in the world.
The importing risk analysis provides a high-level indication of how the world’s most developed countries are connected to modern slavery, not only
through exploitation occurring within their own borders but also through the goods they import.
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Global Slavery Index insights

US$ 468 billion worth of goods imported by the
G20 are at risk of being tainted by modern slavery

US$148 billion worth
of apparel goods

US$13 billion worth of
textiles
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Forced labour

"all work or service which is exacted
from any person

® under the threat of a penalty and

®  for which they have not offered

themselves voluntarily.”

ILO Forced Labour Convention, 1930 (No. 29)
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A migrant worker accepts a job in a garment factory in a nearby country. As
part of the recruitment process, she has to pay US$1,500 for this job.

After signing the contract, the additional fees and interest raise the amount
to US$3,000 over time.

For two years, she works to pay back the money owed. She is told that she
cannot leave until this debt is covered. The factory kept her passport, which
holds her in place.




ILO Forced Labour
Indicators

Abuse of vulnerability

Deception

Excessive overtime

Isolation

Retention of identity documents
Withholding of wages

Restriction of movement

Abusive working and living conditions
Debt bondage

Physical and sexual violence

Intimidation and threats
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Forced labour Indicators tool
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Drivers of forced labour in textile
supply chains
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Forced labour due diligence to align with the upcoming obligations

0 .
9 Policy statement (CoC, Modern slavery Statement,
—| Responsible Recruitment, etc.)
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Ew Assign roles and responsibilities

1. COMMIT

Embed responsible Employee training
business conduct into
policies and management
Document measures taken systems §©
t& Ej Supply Chain mapping
—
Report 6. COMMUNICATE
Communicate and report 2. ASSESS
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5. MONITOR 3. IMPLEMENT
Find what works, |

A Track the management of Integrate the findings and

what doesn’t work = impact over time take appropriate action

— .]' Adopt preventive measures

4. REMEDY
Provide for/or cooperate in
remediation when
appropriate

@8 cascade requirements

‘ Establish a complaint procedure

= Take remedial action



Responsible Recruitment
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& Responsible Recruitment Programme

The Employer
Pays Principle

® Prohibition of charging recruitment fees

®* Prohibition of retention of identity documents

No worker should pay for a job -
® Clear and transparent contracts understood by workers the costs of recruitment should
be borne not by the worker but

® Select recruitment agencies by the employer

Image: Better Work




Engage with suppliers and workers
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& Self-assessment Questionnaires

& Social Audits

& \Worker surveys

& Crievance Mechanisms

& |nvestigations

Image: Ecotextile News
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Thank you!

Contact:
Clemence Aron
clemence.aron@themekongclub.org
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