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of companies believe supply
chain legislation could help
them by driving action to
address modern slavery
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Summary

Modern slavery is an alarming global reality. Stakeholders
worldwide - businesses, investors, civil societies and governments
— are recognizing the very real risk of children and adults being
exploited at some point along the supply chains that feed and

drive our economies.

Canada has been slower than many
jurisdictions to engage in this global
conversation, although momentum

is now growing in the country. The
advancement of dialogue in Canada

has included the voices of civil society,
media, investors and politicians.
However, many companies in Canada
have not made information public on
how they are addressing this issue and
on what legislative steps they would like
to see from government. The goal of this
report is to begin to fill this gap.

Twenty-six Canadian companies agreed

to participate in our study, which analyzes

their experiences with and perspectives
on modern slavery in supply chains.
While we cannot draw conclusions
about all Canadian companies based
on the experiences of the participating
companies, these companies do
represent a wide range of industries,
sizes and experiences with the issue of
modern slavery.

Key findings include:

* Companies acknowledge that modern
slavery is relevant to their supply chains
though not all companies pay attention
to the same aspects of the issue.

57% do not look at modern slavery
inisolation, but as part of a broader
focus on humanrights

89% of companies have experienced
challenges gaining internal attention
on theissue

76% of companies believe that supply
chain legislation could benefit their
company by driving action to address
modern slavery

Only 29 % of companies are actively
looking beyond their first tier of
suppliers - despite modern slavery
often lurking in the lower tiers of global
supply chains

¢ 94% of companies feel positive
(65%) or neutral (29%) about
the Government of Canada’s
announcement to initiate consultation
on possible supply chain legislation;
only 6% felt negative

Every company is at risk of having
modern slavery in its direct operations

or supply chains regardless of region,
industry, geography or company size.
While itis among the most egregious
forms of human exploitation, modern
slavery is in many ways the tip of the
iceberg. It is often connected to a range
of labour and human rights abuses that
urgently need to be addressed in global
supply chains.

Our hope is this study will help to inform
and galvanize Canadian stakeholders

to take further action on this pressing,
globalissue.



of companies indicated they
focus on modern slavery
within a broader focus on
human rights in supply chains
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Introduction

The past few years have borne witness to a growing global movement
to end modern slavery, and rightly so. Figures for modern slavery
include 24 million people in forced labour and 73 million children

in hazardous work (a proxy for the worst forms of child labour).

Attention and expectations are being
placed on companies worldwide to
identify and mitigate risks to human
rights in their supply chains. An
increasing number of jurisdictions
require — or will soon require — companies
to publicly report on and/or implement
their due diligence measures to address
human rights risks.

Calls are mounting for Canada to follow
suit. Media reports and campaign

efforts have shone a bright and steady
spotlight on this global human rights
issue. Citizens are becoming more

aware of the exploitation of children

and adults in growing or producing
some of the goods they consume.

Civil society organizations are seeking
greater accountability from companiesin
assessing their impact on risks to human
rights. Investors are demanding more
information from companies to assess
risk and identify sustainable growth
opportunities. Politicians are studying the
issue, initiating legislative proposals, and
marshalling more formal consultations
to determine the best way forward.

In many countries, a key voice in the
conversation has been the corporate
sector. In Canada, however, we are
missing insights from this crucial
stakeholder. Therefore, researchers from
the Centre of Excellence in Responsible
Business at York University’s Schulich
School of Business, the Shareholder
Association for Research and Education
(SHARE) and World Vision Canada
decided to partner on this timely study to
analyze Canadian corporate perspectives
on modern slavery, child labour, and
other forms of human exploitation within
global supply chains.
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This report provides the first in-depth
analysis of its kind in Canada. All
information provided by participants

has been kept confidential. To encourage
candid and detailed responses,
participating individuals and companies
have been left anonymous, and no
information that would link back to
participants has been included.

The objectives of our research are:

* To better understand the views and
approaches of Canadian companies
regarding modern slavery and
human exploitation within global
supply chains.

* To learn about effective practices
and challenges, and the different
experiences of companies in
addressing such issues.

* To identify pathways for engaging
the Canadian business community,
and for increasing effective actionin
addressing human exploitation within
global supply chains.

The findings presented in this report
reflect the insights and practices of

the select group of individuals and
companies that opted to participate

in the study, and not necessarily the
practices of all companies doing business
in Canada. Our intention is that this
research will provide a constructive

entry point for Canadian companies to
engage in this global conversation, while
helping to inform and galvanize Canadian
stakeholders to take further action.

Given the global momentum on the topic
and the need to maintain a manageable
research scope, this report focuses on
modern slavery. However, the authors
acknowledge the importance of
addressing this issue as part of a
comprehensive approach to human
rights and labour rights. We see
modern slavery as an entry pointinto
addressing the broader set of salient
human rights concerns that arise in
supply chains.

Atotal of 37 individuals from 26
companies with a presence in

Canada participated in our study.

From November 2018 to February

2019, 20 representatives from 10 of

the participating companies were
interviewed, with interviews lasting on
average 60 minutes. Between March and
April 2019, 21 companies completed
in-depth, online surveys. Five companies
participated in both the interview and
survey.

Throughout this report, unless otherwise
stated, the percentages that we cite

are based on the number of responses
received from participating companies
in the online survey. Itisimportant to
note that while 21 companies completed
the survey, a few questions (some of
which were optional) did not have a 100
percent response rate. Each percentage
reflects the number of participants that
responded to that given question. Most
questions had 20 to 21 respondents, but
afew had 17 to 18 respondents.

All participating companies have

some sort of business presence in
Canada (e.g., operations and/or retail).
Overall, the findings presented in this
report represent both Canadian and
international-headquartered businesses,
as well as a wide range of companies in
terms of both industry and size.

Industries: Chemicals, Diversified
Consumer Services, Financials, Food
Products, IT Services, Metals and Mining,
Multiline Retail, Telecommunications,
Textiles and Apparel, and Transportation

Location of headquarters: Canada, US,
Switzerland and Morocco

Size: Fewer than 100 to 10,000+
employees

Number of suppliers: Fewer than 100
to 5,000+ suppliers

Company representatives: 37 individuals
with knowledge of modern slavery and
sourcing practices from various areas

and levels (e.g., team leader, manager,
director, vice president, managing partner
and advisor)

Please note: To ensure the anonymity of
participating individuals and companies,
minor changes have been made throughout
this document where the potential to
associate an individual or a company to

this research exists.

TITLES/POSITIONS OF PARTICIPANTS

Advisor, Corporate Social Responsibility
Advisor, Risk Management

Coordinator, Sustainability Reporting
Director, Communications

Director, Communications

Director, Corporate Social Responsibility
Director, Legal Services

Director, Project Integrity

Director, Social Management

Director, Strategic Procurement

Director, Strategy and Responsible Sourcing
Director, Sustainability and Social Performance
General Compliance Officer

Head, Responsible Sourcing

Lead, Social Sustainability and Human Rights
Manager, Corporate Social Responsibility
Manager, Corporate Social Responsibility
Manager, Social and Environmental Responsibility
Manager, Social Sustainability

Manager, Supplier Management

Manager, Sustainability Reporting
Management, Sustainability

Managing Partner

Senior Advisor, Sustainability

Senior Director, Responsible Sourcing

Senior Director, Strategic Procurement
Senior Specialist, Corporate Responsibility
Team Leader, Logistics and Inventory

Team Member, Logistics and Inventory
Undisclosed

Undisclosed

Undisclosed

Undisclosed

Undisclosed

Vice President, Administration

Vice President, Community Relations

Vice President, Corporate Social Responsibility
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Canada - 69%

US-11.5%

International - 8%

Undisclosed - 11.5%

INDUSTRIES COMPANY SIZE
Chemicals - 4% .
7\ 11 companies
employing
>10,000 3 companies
] | Diversified Consumer Services - 4% emplo‘;ing
undisclosed
i i «in
m m m Financials - 11.5% 1 1 company
company employing
employing <100
4 5,000 to 9,999
? @  Food Products-75%
- 3 companies
7 companies employing
employin
g g IT Services - 7.5% 1 080 :’; 49999 100 to 999

. i

Metals and Mining - 11.5%

Multiline Retail - 11.5%

Telecommunications - 15.5%

Textiles and Apparel - 11.5%

Transportation - 4%

Undisclosed - 11.5%

NUMBER OF SUPPLIERS

10 companies with
>5,000

5 companies with
5,000t09,999

3 companies with
undisclosed

3 companies with
<100

5 companies with

100 to 999
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What is modern slavery?

The term “modern slavery” is not defined
in international law, nor does it have a
universally agreed upon definition.'

For the purposes of this research, modern
slavery has been used as an umbrella
term to include the more clearly defined
concepts of forced labour (including
bonded labour, slavery and human
trafficking) and child labour, particularly
the worst forms of child labour.

At its core, modern slavery refers to work
that falls toward the extreme end of a
continuum of exploitation.? Grey areas
exist; it can be difficult to determine
whether some situations constitute
modern slavery because “not all children
who are exposed to hazardous work

are ‘slaves’, and not all workers who
don’t receive a fair wage are forced”.?
Ultimately, however, regardless of

how we classify these situations, itis
imperative to move children and adults
out of situations of exploitation and into
decent, age-appropriate work where they
can claim their fundamental rights.

Forced labour - Situations in which
persons are coerced to work through the
use of violence or intimidation, or by more
subtle means such as accumulated debt,
retention of identity papers, or threats of
denunciation to immigration authorities.
Most situations of bonded labour, slavery or
human trafficking are covered by the forced
labour definition.*

¢ Bonded labour - work demanded
as a means of repayment of a debt or
aloan.

« Slavery - a situation where a person
exercises power of ownership over
another person.

¢ Human trafficking - a process of
bringing a person into a situation of
exploitation through a series of actions
that includes deceptive recruitment
and coercion. Human trafficking results
in forced labour or other involuntary
situations, including sexual exploitation
and forced marriage.®

Child labour - Work that is mentally,
physically, socially or morally harmful
to children, or that interferes with their
ability to receive an education.
Particular priorities are:

¢ Worst forms of child labour - all
forms of slavery, the use of children for
prostitution, pornography or other illicit
activities, or work that, by its nature or
circumstances in which it is carried out,
is likely to harm children’s health, safety
or morals.

¢ Hazardous work - typically used as
a proxy for the worst forms of child
labour - can include activities which
expose children to abuse; work in unsafe
environments; work with dangerous
equipment or machinery; exposure
to hazardous substances; or work
for particularly long hours or during
the night.®

Increasingly, the linkages between
modern slavery and other labour and
rights violations are being recognized.

Its very existence is connected to the
violation or absence of other fundamental
labour rights including the elimination

of discrimination, freedom of association
and the right to collective bargaining.’
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GLOBAL ESTIMATES OF CHILD LABOUR

GLOBAL ESTIMATES OF FORCED LABOUR

(all data is based on 2016 ILO estimates)

152 million
children
in child labour?

N

73 million children

in hazardous work

/ the worst forms
of child labour

Agriculture
71%

Industry
12%

Hazardous child labour (children ages 5-17)

(all data is based on 2016 ILO estimates)

25 million
people
in forced labour?®

4.3 million are children

16 million in forced labour imposed by private actors
(other than for commercial sexual exploitation)

Domestic work
24%

Other
22%

Accommodation and
food service activities
10%

Construction
18%

Agriculture and fishing
Manufacturing 11%

15%

Forced labour

Africa -31.5 million
Asia and the Pacific -28.5 million
Americas -6.6 million
Europe and Central Asia -5.3 million

Asia and the Pacific -16.6 million
Africa -3.4 million
Europe and Central Asia -3.3 million
Americas -1.3 million
Arab States -350,000
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Why is modern slavery relevant
to Canadian companies?

Previous research has identified that over
$34 billion of goods imported into Canada
each year are at high risk of having been
produced by child or forced labour. More
than 1,200 companies operating in Canada
were identified as having imported one

or more of these high-risk goods. These
companies represent virtually every sector
and stage within supply chains, include
both public and privately held companies,
and range from small and mid-sized
companies to multinational corporations.'®

In the lower tiers of global supply chains -
where raw inputs are farmed, mined, fished
and processed by workers often regarded
as invisible and expendable — workers are
particularly vulnerable to modern slavery.
However, no tier isimmune to this risk,
especially with the ever-increasing length
and complexity of supply chains.

Some companies argue that the sheer
number of goods traded by businesses,
short-term supplier relationships, and
informal outsourcing can make it difficult
for companies operating in Canada to
monitor and prevent modern slavery
and other forms of exploitation down the
chain. Other companies, however, have
demonstrated that with commitment,
focus and effort even the most complex
networks of supply chains are traceable
and can be monitored effectively.

Demands and expectations are being
placed on companies to move forward

in thought and action. Conscientious
consumers and civil society organizations
are seeking greater accountability from
companies in assessing theirimpact on
risks to human rights. Companies are
becoming increasingly aware that they
would be putting their brand and market
share at significant reputational and
material jeopardy if instances of modern
slavery were discovered in their supply
chains and if their preventative measures
were considered inadequate. Investors
are demanding more evidence from
companies to assess risk and identify
sustainable growth opportunities.

In recent years, governments have made
their own commitments to end forced
labour and child labour, leading to
increased expectations and requirements
on companies to do their part.'?

12

What can be done?

The United Nations’ Guiding Principles
on Business and Human Rights calls on
companies to have in place “a human
rights due diligence process to identify,
prevent, mitigate and account for how
they address” potential adverse human
rights impacts.'® Similarly, the OECD
Guidelines for Multinational Enterprises
calls on businesses to contribute to
eliminating all forms of forced labour
and child labour and to take adequate
steps to ensure it does not exist in their
operations.™

Against this backdrop of international
norms and standards, the expectations
of other stakeholders, and corporate
commitments to responsible business
and ethical trade, a growing number
of companies now implement a range
of measures to assess their risks and to
prevent and address modern slavery
and other forms of exploitation in their
supply chains.

Part Two of this report provides a sample,
based on our interviews and survey,

of some of the policies, processes and
systems that Canadian companies

currently have in place to address modern

slavery. Market-wide, some companies
are taking robust, meaningful action,
while others have done little to nothing
to address the issue. A 2016 review of the
child labour and forced labour reporting

practices of some of the largest Canadian-
headquartered companies found that the

majority of companies publicly disclosed
little meaningful information on their
efforts, suggesting there is ample room
forimprovement.'

Four key ways that businesses can
reduce the likelihood or incidence
of modern slavery:

* Recognize workers’rights.

 Improve human rights due diligence
systems and practices.

» Work with others to address risks
of slavery in their supply chains.

« Call forimproved enforcement
and regulation.

Adapted from Corporate leadership on modern
slavery: how have companies responded to the UK
Modern Slavery Act one year on? Hult International
Business School and the Ethical Trading Initiative,
November 2016.



What is happening
on the legislative front?

In recent years, a growing number of
jurisdictions has implemented or begun
to consider legislation that encourages
companies to address modern slavery
and other forms of human exploitation
in their supply chains. In some cases,
these initiatives have also been tied to
expanded access to legal remedy for
victims of human rights abuses in supply
chains. This evolving area of law has
produced two basic models: modern
slavery reporting legislation,

and mandatory human rights due
diligence legislation.

The earliest example of reporting
legislation is the Californian Transparency
and Supply Chains Act of 2010, followed
by the UK Modern Slavery Act 2015

supply chains clause and, more recently,
Australia’s Modern Slavery Act 2018. This
type of legislation requires companies
that conduct business in the jurisdiction
over a certain financial threshold to
publicly report on their efforts to address
modern slavery issues in their global
supply chains. These laws differ in their
definition of modern slavery, reporting
requirements and frequency of reporting,
but they are all rooted in the notion that
increased transparency and reporting
will lead to greater accountability and,
ultimately, greater action.

In comparison, mandatory human rights
due diligence legislation such as France’s
2017 Corporate Duty of Vigilance Law, in
addition to requiring public reporting,
creates an obligation for very large
companies domiciled in the jurisdiction
to proactively conduct due diligence

on the full range of human rights issues
in their operations and supply chains.
The law also provides for potential civil
liability, if it can be demonstrated that a
company’s failure to adequately comply
with the law caused harm to a third party.

Each model of legislation has different
strengths and weaknesses, and makes
various trade-offs to pursue its aims.
Given the recent implementation of
these laws, evidence of their relative
or long-term effectiveness is limited.
Apart from the Californian law, which
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has largely been dismissed because

it only requires one-time reporting,

the UK’s Modern Slavery Act has been

the most studied. The conclusions
stemming from recent research have
been that, while a relatively small group
of corporate leaders have taken strong
steps to address modern slavery since its
implementation and others previously
silent on the issue have begun to discuss
itinternally and publicly, UK’s Modern
Slavery Act has to date not lived up to
expectations for contributing to broad-
based change.'® Going forward, though,
experts have identified recommendations
to improve the effectiveness of the UK
Modern Slavery Act and other related
legislation."”

Within this context, and as global
experiences and best practices continue
to emerge, jurisdictions such as the
Netherlands, Switzerland, Germany,
Hong Kong, the United States, Norway,
Finland, Austria and Italy are considering
their own approach.

In Canada, a 2017 parliamentary study
on child labour in supply chains led

to a public reportin October 2018

that, among other recommendations,
called on the Government of Canada to
“develop legislative and policy initiatives
that motivate businesses to eliminate
the use of any form of child labour in
their global supply chains... [drawing]

on lessons learned by jurisdictions

that have implemented supply chain
legislation.”'® In its formal response to the
parliamentary report, the Government of
Canada committed to “begin a process in
2019 to consult on possible supply chain
legislation.”®

Many Canadian companies are already
covered by existing supply chain laws

in other jurisdictions, either directly

as reporting companies or indirectly

as a supplier to a reporting company.
Part of our study aims to capture their
insights and experiences in meeting
their obligation for greater action and
transparency on risks to human rights in
supply chains, and in driving meaningful
change to end modern slavery.

13



of companies say efforts to
address modern slavery in
supply chains are motivated
by legislation or regulation




Very little public information exists on
how companies operating in Canada -
compared to those operating in other
jurisdictions - consider and act on the
issue of modern slavery in their supply
chains. Our study reviews the current
landscape in Canada, examining how
companies that operate here view
modern slavery in their supply chains
and what drives them to focus attention

and take action to reduce or eliminate it.
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Part One

HOW COMPANIES VIEW MODERN SLAVERY IN THEIR SUPPLY CHAINS

Companies view
modern slavery

as relevant to their
supply chains,

but in different ways
|

How relevant do companies
find modern slavery?

The large majority of companies that
participated in our study, including

86 percent of the companies surveyed,
acknowledged that modern slavery in
supply chains is a moderately or highly
relevant issue.

How companies view the relevance of
modern slavery to their supply chains

Highly relevant

Moderately relevant

Slightly relevant

[ | 4.8%

Not at all relevant

. 9.5%

At minimum, action on modern slavery
requires companies to recognize that
modern slavery is moderately or highly
relevant to their supply chains. Low
perceptions of relevance would mean
that companies do not view modern
slavery in their supply chains as an issue
that deserves attention.

We found that companies from
industries not traditionally associated
with the risk of modern slavery such as
transportation, telecommunications and
financials also recognize the relevance
of modern slavery to their supply

chains. For example, several company
representatives noted that, while they
believe industries such as textiles/
apparel, agriculture or manufacturing are
at a greater risk of modern slavery issues,
they too are exposed to risks, although

in less apparent and obvious ways (e.g.,
labourers in hotels used by companies).

15
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What modern slavery issues are
getting the most attention?

Not all companies pay attention to the
same specific issues under the general
category of modern slavery within their
supply chains. With the companies we
interviewed and surveyed, the term
modern slavery was frequently used as a
general term to describe various forms of
human exploitation. Child labour, forced
labour and bonded labour in supply
chains were their most salient modern
slavery issues.

Overall, 81 percent of companies
indicated that they “pay attention”
(phrase used in the survey) to child
labour in supply chains, 76 percent
indicated forced labour and 71 percent
indicated bonded labour.

Modern slavery issues that companies
pay attention to in their supply chains

Child labour

81.0%

Forced labour

Bonded labour

Servitude

Human trafficking

None of the above

- We do not pay attention to modern slavery
B 9.5%

Where does modern slavery fall
on the priority list?

While the majority of participating
companies view modern slavery in
supply chains as a relevant issue, these
same companies have other priorities,
so we also sought to understand how
companies position this issue.

Of the companies that participated

in the survey, 57 percent noted that

their focus on modern slavery is one of

a number of issues they attend to within

a broader category of human rights

in supply chains, indicating that the
majority of the companies are not looking
at modern slavery in isolation.

In comparison to other priorities, 68
percent of these companies indicated that
they give modern slavery in supply chains
moderate to significant attention, whereas
79 percent prioritized human rights, and
90 percent prioritized health and safety.

Supply chain issues that receive
moderate to significant attention

General labour rights

89.5%

Health and safety

89.5%

Harassment and abuse
84.2%

Corruption

78.9%

Diversity and inclusion

78.9%

Human rights

78.9%

Discrimination

I
Modern slavery

Transparency

Indigenous rights

This breakdown suggests that many
companies are focusing explicit and
significant attention on modern slavery
in supply chains, but also that a sizable
minority are not. For instance, a director
of a transportation company admitted
that, while their company takes modern
slavery seriously and is addressing it in its
supply chain, modern slavery is “notin
the top 10 priority CSR issues.”

Our research found that a diversity of
perspectives on modern slavery exists.
Some companies operating in Canada
view it as a major issue that is only just
beginning to gain attention, let alone be
effectively managed:

“...human rights is the next anti-corruption.
This is going to be the next very critical
business activity, and | can understand why.
Information is available, and there’s millions
of slaves in the world. It’s ridiculously high,
so the likelihood or possibility that it affects
your business in some way is not minuscule.
If two consumers had an opportunity to
purchase a service that was tainted by slave
labour or not, they would obviously pick the
one that was not. So there will be a consumer
preference toward not being associated
with that. So you have this convergence

of factors, plus regulator interest. It’s a
no-brainer that this has to be well managed.
I would say it’s moderately managed

well, but there’s still a tail-risk that’s

not insignificant, that needs to be fully
addressed, and that’s where we’re at.”

- Management, Financial Services
Company



Internal drivers
outweigh external
drivers for addressing
modern slavery in
supply chains
|

Understanding why companies

are motivated to address modern
slavery in their supply chains helps to
identify drivers for further action and
for maintaining momentum within
companies. Some existing industry
research shines light on the drivers and
barriers for addressing modern slavery
in supply chains, but tends to focus on
jurisdictions such as the United Kingdom
in a period when explicit legislation

on modern slavery was already in
effect.? This research has found that
reputational risk is the biggest driver
for companies, noting the importance
of other drivers such as human rights,
customer engagement and investor
concerns.?! Unfortunately, there has been
little research undertaken on drivers for
addressing modern slavery in supply
chains among companies operating

in Canada.
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Internal and external drivers

Local context is important, so we set
out to understand the motivation of
companies operating in Canada to
address modern slavery in their supply
chains. We found out that the internal
organizational drivers ultimately
outweigh the external environmental
ones.

Beginning with internal drivers, 100
percent of the companies surveyed
indicated that a moderate or major
driver of their efforts to address modern
slavery in supply chains is the risk to their
reputation. At the same time, 89 percent
of companies cited organizational values,
89 percent cited legal risks and 72
percent cited operational risks as their
moderate or major drivers.

Moderate or major internal
organizational drivers of companies’
efforts to address modern slavery
Reputational risks

100.0%

Organizational values

88.9%

Legal risks

88.9%

Operational risks
72.2%

When shifting the focus on external
drivers, 72 percent of companies
surveyed indicated that a moderate or
major driver of their efforts to address
modern slavery in supply chains is
legislation or regulation. At the same
time, 67 percent of companies cited
public expectations and voluntary
standards, and 61 percent cited media
attention as their moderate or major
drivers.

Moderate or major external
environmental drivers of companies’
efforts to address modern slavery

Legislation/regulation

Public expectations

Voluntary standards

Media attention
N

These figures demonstrate that, in

the cross section of companies that
participated in our survey, the internal
drivers for action against modern slavery
outweigh the external drivers:

“My suspicion is that investors probably
have certain industries pegged, and so they
pick their spots with engagement. With

us, they’re viewing our finance admissions
as being our impact, and not our impact
on human rights. At least not right now.
Soit’s been more an internal drive, not
external pressures, that’s led to us wanting
toimprove, based on a group of employees
who sees this an important issue. . .then
making it happen.”

- Management, Financial Services
Company
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Key stakeholders
The role of different stakeholders is also Stakeholders who are moderate or major influencers
an important factor in understanding of companies in addressing modern slavery
how and why companies address modern
slavery in supply chains. Our research Management
who have moderate or major influence
on advancing the efforts of companies Investors/Shareholders
supply chains are: management (72%),
investors/shareholders (67%), board of Board of Directors
e e seand - 55.6%
competitors (50%). 07
Regulators
Competitors
Business Partners
] 44.4%
Buyers
] 44.4%
Government
Employees
Trade Associations
Civil Society Organizations
Customers
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The will to “do the right thing”

Our research revealed that support
from internal management is critical for
companies to take their first step and
dedicate resources to address modern
slavery in their supply chains. A closer
look, however, suggests that companies
leading their respective industries in
action on modern slavery and ethical/
responsible sourcing tend to be those
companies that have long embraced
moral drivers and the mentality that itis
“the right thing to do.”

“Ethical sourcing is an easy extension... we
were founded on ‘doing the right thing” and
doing the right thing in communities. The
formal part of the team has been growing
and developing in modern history, but it’s
been going on for 15 or 20 years. When
[you] look at forced labour and our specific
focus in forced labour or responsible
recruitment, there weren’t many other
brands looking into this. But we felt that we
needed to try and get that whole train going
and really show to the various communities
without a shadow of a doubt that this was
animportant area.”

- Director, Retail Company

THE STRAIGHT GOODS:
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Part Two

Getting companies to recognize

their potential links to modern slavery
in their supply chains is an important
first step in reducing and eventually
eradicating modern slavery. But much
more work needs to be done to ensure
that companies translate this awareness
and recognition into coordinated action

that leads to meaningful change.

In this part of the report, we highlight
key practices that companiesin our
study have found to be effective in
addressing modern slavery in the long
term. We also identify key internal and
external challenges that companies face,

and opportunities that they can embrace.

WHAT'S WORKING AND WHAT'S NOT

A small portion

of companies are
investing resources
to develop long-term

solutions
]

Some companies, including some of
those covered in this research, have
been sharing their initiatives to address
modern slavery in supply chains through
publicly available resources such as
corporate social responsibility (CSR)
reports, disclosure statements, company
websites and supplier portals, as well

as through global and civil society-led
initiatives such as Know the Chain.?
Rather than repeating this information,
we focus our attention on highlighting
practices and lessons learned from a
select few participating companies.

At the most basic level, many companies
have now begun to integrate language
related to modern slavery into their
supplier codes of conduct. While the
enforcement or effectiveness of such
codes is open for debate, 83 percent of
companies surveyed include explicit
language related to modern slavery

in their supplier codes of conduct.

Some companies are now using these
codes to assess and screen new suppliers
and evaluate the ongoing performance
of existing ones. Some companies in our
study shared instances of rejecting new
suppliers because they did not meet
their company’s criteria for responsible
sourcing. However, only a small
portion of companies see the bigger
picture and are investing resources
into developing long-term solutions
for addressing modern slavery in
supply chains.
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Beyond direct suppliers

Research suggests that modern slavery
often remains hidden and thrives due

to the complexities in supply chains.?®
Yet, very few companies in our study
indicated that they are actively investing
resources to look beyond theirimmediate
and direct suppliers to detect modern
slavery further down the supply chain,

a critical aspect for long-term efforts to
address modern slavery. Overall, only
29 percent of companies are actively
looking beyond their first tier of
suppliers.

A few companies noted limited resources
as the reason for not taking these efforts.
Responses from others suggest that
some companies do not feel the need

to look beyond their first-tier suppliers
because they trust their suppliers to

have done so, or because they maintain
relatively shortsighted views on the scope
of risk of modern slavery in supply chains,
as illustrated by two opinions from the
same company:

“We tend to focus on hiring the best firms
all over the world, and these are large
international firms that are mindful of
respecting laws, so we trust them. We're
not going to find these suppliers using slave
labour or child labour.... It’s not like we are
making sneakers.... To be honest, beyond

a basic lifecycle assessment, we don’t look
too deep into our suppliers’ suppliers and
materials.... We focus more on visible risk
and the visibility of the risk. We have so
many controls in place, there might be
some risk, but we have such high controls
in place and such high demands for quality,
things are very specific to us.”

- Compliance Officer, Transportation
Company

“The nature of what we do and who we
use as suppliers makes us low risk. We

are a low risk company to this issue. We
aren’t manufacturers, and yes, we may be
exposed to the risk with our uniforms, but
overall, we don’t have a huge risk with our
main businesses. We don’t have factories.
We aren’t manufacturers.”

- Director, Transportation Company
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While this particular company operates
in a highly regulated and technical
industry, the parts and components

of their vehicles could easily have

been assembled in Malaysia or other
jurisdictions where migrant workers in
the electronic industry can be vulnerable
to debt bondage and forced labour.?*
The representatives we interviewed,
however, appeared to be unaware of this
potential risk.

Compare their responses to another
company we interviewed from another
regulated and technical industry:

“Looking at the supply chain, you could pick
a company like [name removed]. They're
Canadian based in [location removed]

but when we’ve audited them, their tier
two [suppliers] happen to be in China in
various locations. And even though they’re
offering mostly installation services,
they’re purchasing cable and so forth
that’s manufactured in other places...that
cable is coming from somewhere and it’s
not Canada. It’s coming offshore, let’s be
realistic about that, let’s not turn a blind
eye. There are people less fortunate than
us that are working their butts off. They
don’t have the same rights, don’t have the
same privileges. Let’s not let them be taken
advantage of any longer. Let’s promote
some form of equity and so forth for them
and then make sure that they’re safe as
well.”

- Supplier Manager, Telecommunications
Company



Beyond competition and
individual effort

Next, we found that companies in our
study did indeed recognize the need

for industry-wide, long-term efforts to
address modern slavery. Yet, only 39
percent of companies are actively
collaborating with other organizations
to conduct their due diligence efforts
to detect and address modern slavery
in supply chains. The participating
companies that engage in collaborative
due diligence, either via direct
relationships with other organizations or
through memberships in associations,
recognized that they can maximize the
efficiency and effectiveness of their
efforts to address modern slavery if they
join forces with one another.

“The federation is a bit of a trade
association. It is the kind of organization
where industry players come together to
discuss pre-competitive topics... and we
have very structured ways of interacting.
You have committees looking at different
topics together. Some of the big milestones
over the past few years [involving] the
largest chocolate and cocoa companies
have started here.”

- Social Sustainability Lead, Food and
Beverage Company

“Brand collaborations have given us a

lot of leverage. By working with other
brands that are also customers in these
mills, we’re showing the suppliers that
there is a business incentive to doing this.
It’s no longer just a ‘feel good’ thing. It’s
not just the right thing to do, it’s also a
business incentive. By having the support
of other companies, we’ve seen a lot more
immediate reactions from our suppliers.
They’re actually doing the work because
it’s no longer just our thing. It’s ours, it’s
everyone else’s, it’s all these really big
customers asking them to deal with this
problem.”

- Manager, Apparel Company
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Beyond severing ties with suppliers

Lastly, we found that a number of
companies in our study do not simply
cut ties with suppliers when instances

of modern slavery or human rights
violations have been detected. Indeed,
59 percent of companies actively work
with their suppliers when concerns or
violations emerge. These companies
have opted to move beyond a “cutand
run” approach because they feel that it
will not contribute to solving the problem
in the long run. If they cut ties with a
supplier using modern slavery, “the
supplier will just find someone else” and
“nothing will change.”

Overall, companies with a general policy
of working with violators to improve their
performance admitted that sometimes
they have had to walk away when
suppliers are not willing to cooperate.
Nevertheless, these companies still
fundamentally believe that working to
remedy violations of responsible sourcing
has long-term benefits and can help
address systemic issues.

“When we discovered the first case of forced
labour, we decided as a company that we
weren’t going to just walk away because it
didn’t solve the problems, and it wasn’t just
one company or one mill. It became evident
that it was across the board in the country.
The more audits we did, we seemed to find
the same problems, so we knew we had an
endemic issue.... Generally speaking, we’ve
made a ton of progress. We were asking
them to do some really hard stuff. | give
them so much credit because they really
rolled up their sleeves, they asked the hard
questions, they’ve done their homework,
and they’re trying to resolve these problems
in their business.”

- Manager, Apparel Company
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Companies face
internal and
external challenges
to action, but key
opportunities exist
|

Understanding how companies

can improve their efforts to address
modern slavery in supply chains
requires a closer examination of the
challenges they face and the ways

in which some industry leaders have
been able to overcome them.
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Challenges: Internal resistance and
struggles gaining internal attention

Our study found that the lack of buy-in
from key internal stakeholders could
significantly hinder or halt entirely the
efforts of companies to address modern
slavery in their supply chains. The large
majority of companies that we examined,
industry leaders included, have all at one
point struggled to draw enough internal
attention to the issue of modern slavery:
89 percent experienced challenges in
drawing internal attention to the issue,
and 22 percent faced active resistance
within their own companies against
their efforts.

In some cases, particularly in service
industries, a lack of buy-in from top
management and “denial by some
management that it could be an issue”
were identified as major internal barriers
within companies to dedicating explicit
attention to modern slavery. However,
the most resistance comes from key staff
within supply chain management and/or
procurement areas.

Regardless of the size of a company’s
team responsible for supply chain human
rights or where it is housed, other staff

in the company such as buyers, vendors
and merchant managers who have
regular, direct contact with suppliers
sometimes push back on company efforts
to implement measures that would
address modern slavery in their supply
chains.

Common challenges identified by
companies in our study include
conflicting priorities for buyers, a lack of
perceived value by buyers, perceptions
that efforts represent the interests of the
CSR team and not upper management,
and a general reluctance to talk openly
about issues like modern slavery. Phrases
such as “they’ve got their blinders on”

or “different people, different issues,
different priorities,” in reference to buyers
were commonly stated in interviews.

The pushback can be significant enough
that the efforts of an individual or team
tasked with responsible sourcing is
sometimes compromised by those
within the company who have the closest
relationships with suppliers.

“I had the challenge to negotiate an
agreement with a supplier for the upcoming
2019 year to see if we can audit another
site or partner with them to audit a tier-two
supplier. But then they started complaining
to their internal stakeholder, who would

be the business unit requester. He kept on
saying to me ‘leave them alone.” Finally,

| swayed him into encouraging the supplier
to sign the agreement, but then we were

in negotiations with that supplier for a
contract extension, and the supplier was
complaining to the internal [procurement]
folks... If you get him off my back, I'll give
you a further discount.” So the other person
said to me, we’re going to stop the audit
and let’s just get the discount.”

- Supplier Manager, Telecommunications
Company

“Anytime there’s resistance, most times

the buyers say, ‘Look, | need these goods

to ship. I agreein principle. Of course, we
should have no child labour, no forced
labour. What can we do so that the goods
ship here on time?’ And then pushback from
the vendors is along the same vein. Plus,
they argue, ‘Well, I’'ve had a relationship
with this factory so many years. | don’t
understand why this audit failed.”

- Director, Retail Company

On top of this kind of internal resistance,
several participating companies,
including industry leaders, revealed that
a broader fear exists among employees
across functions. Employees are reluctant
to discuss issues such as forced labour
and child labour because it is viewed

as “stigmatized,” “taboo,” “toxic” or

just “not allowed.” Moreover, company
representatives in this research shared
that some of their colleagues and
managers embrace assumptions such

as “modern slavery doesn’t apply to

our industry” or “modern slavery isn’t
relevant to companies in developed
countries.”



Lessons learned from industry
leaders: Gaining internal attention
and addressing resistance

While we found that many companies
in our study face ongoing challenges

in gaining and maintaining internal
attention and in overcoming resistance,
they have been able to address these
challenges to a certain degree by:

1) conveying buy-in from upper
management, 2) speaking the language
of resistors, and 3) establishing frequent
and open communications.

1) Conveying buy-in from upper
management

This fundamental method is key

to individuals or teams to increase
cooperation from not only internal
resistant stakeholders such as buyers,
but also external stakeholders such as
suppliers who are reluctant to change.
Some companies in our study found that
buyers and suppliers were more likely to
make accommodations when messages
and requests had buy-in from upper
management and initiatives represented
the interests of the broader company
rather than just the CSR department

or adedicated modern slavery team.

As a manager at a telecommunications
company putit, “ultimately it’s better
when the message comes from the top
down rather than from the bottom up.”

Of course, for those who are struggling
to gain initial buy-in from management,
this is easier said than done. Participating
companies shared what they found to be
effective for gaining internal attention
from upper management. Their common
suggestions included leveraging discussion
about emerging legislation, identifying
and presenting modern slavery risks to
upper management and the board of
directors, offering training on the risks of
inadvertent exposure to modern slavery
to upper management, and approaching
upper management through the legal
department. As a member of upper
management at a financial services
company explained, individuals looking
to getissues such as human rights and
modern slavery on the corporate

agenda should identify and work with
key stakeholders, preferably in general
counsel, who are “familiar with the ideas.”
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2) Speaking the language of resistors

This key practice has been long-leveraged
by industry leaders in responsible
sourcing. For example, a senior director
of aretail company, who had previously
worked as a buyer, emphasized that their
ability to align and mobilize hundreds

of buyers is largely due to their ability

to speak the language of the buyers

and present information in a way that
resonates with them. Three best practices
in speaking the language of buyers were
highlighted: 1) making responsible
sourcing a support function for buyers,

2) meeting with buyers frequently

to understand their needs and to set
individual buyer goals, and 3) presenting
buyers with data that will help them meet
their goals.

“It’s all about how you speak to buyers...
one of the things I’'m most proud of is our
internal reporting that hands buyers very
practical data to help the supply chain from
the social side. What this allows them to do
is see where they might have risk and see
what products or suppliers that they need to
talk differently to, encourage remediation,
or in our least favorite circumstance,

maybe shift where they’re buying their
product from.... I’'m really proud of that
data because it helps the merchants to
implement responsible supply chains. The
data for responsible sourcing comes from
my team... and what we try to do is pull
together really relevant pieces of data, and
for us, that’s the business stuff and social
compliance stuff, and then marry the two so
that we can encourage implementation and
really good business practices.”

- Senior Director, Retail Company

3) Establishing frequent and open
communications

Companies from an array of industries
(such as apparel, mining, financial
services and retail) highlight the need to
create a company environment in which
individuals feel safe to talk about topics
like modern slavery.

Some companies have embraced a
structured approach (such as weekly
cross-functional meetings or annual
training) to ensure that employees of
the broader organization are exposed
to issues like modern slavery regularly.
Others have invested in creating an
underlying culture in which employees
and management are encouraged to
bring attention to social issues like
modern slavery. Our analysis ultimately
indicated that the most effective
companies embraced a hybrid approach.
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Challenges: Implementing effective
due diligence and meaningful change

Addressing modern slavery in supply
chains is no small feat, and for companies
that are just starting to explore the area,
the task can be overwhelming. In this
section, we highlight key challenges

that companies in our study indicated
they are facing in terms of implementing
effective due diligence and meaningful
change.

Even industry leaders continue to
struggle with and refine effective due
diligence processes to detect and
safeguard against risks and instances of
modern slavery. Our research indicates
that many participating companies face
the common challenge of establishing
the capacity to not only map out their
supply chains sufficiently, but also
conduct the necessary due diligence
processes on their network of suppliers.

The majority of companies have explicit
language in their supplier codes of
conduct prohibiting the use of modern
slavery and other human rights
violations, but many are not allocating
sufficient resources to enable effective
compliance reviews or audits of their
suppliers. This potentially exposes
companies — and workers in their supply
chains - to risks of modern slavery and
unknowingly supporting suppliers who
engage in other human rights violations.
This enforcement gap is alarming given
that 58 percent of companies surveyed
have 1,000 or more suppliers, and 38
percent have 5,000 or more suppliers.
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Managing limited internal resources
to support efforts

Participating company cited several
factors that contributed to their
limited capacity to conduct effective
due diligence processes, but the

most commonly cited one was a lack
of internal resources to support their
efforts. Areas with insufficient resourcing
included identifying appropriate rules
and conditions for suppliers, reviewing
suppliers, conducting on-site audits,
communicating with and engaging
suppliers, and mapping out complex
supply chains.

The unfortunate reality is that 88 percent
of the companies surveyed have 10 or
fewer personnel who directly work on
responsible sourcing and/or modern
slavery issues, an astonishing low figure
given that many of the companies have
10,000 or more employees. While a few
companies have well over 100 personnel
dedicated to responsible sourcing,

our research suggests that the typical
company operating in Canada does not
have teams of this size dedicated to

the task.

Being vigilant in finding instances
of modern slavery

Another common challenge is influencing
change and implementing corrective
actions after detecting risks or violations
of modern slavery in suppliers. While
most participating companies indicated
that they have not discovered any risks or
instances of modern slavery, 26 percent
have discovered such instances with their
existing suppliers.

However, just because companies have
stated that they have not discovered
any incidences of modern slavery in
their supply chains does not mean that
modern slavery in fact does not exist.
After all, insufficient internal capacity
to review all suppliers isa common
challenge shared by companies.



Screening new suppliers and
monitoring existing ones

While many companies placed heavy
emphasis on initial screenings of new
suppliers to prevent exposure to modern
slavery, they also emphasized the need to
conduct ongoing audits to remedy issues
of modern slavery in existing suppliers.
Among our sample, a managerin an
apparel and retail company discovered
via an audit that a supplier was retaining
workers’ passports and bankbooks, while
another manager in a different apparel
company discovered multiple layers

of practices linked to forced labour, as
described below.

“We were just doing standard social audits.
We didn’t understand the breadth and
depth of these issues. In a standard audit,
we look for red flags like human trafficking
and modern-day slavery. We ask certain
questions and we saw these problem signs
in these factories. And it wasn’t until after
those audits were done that we could begin
to dig in and really understand the issues
that we were dealing with. Because it wasn’t
just fees, it was also passport retention

and curfews and excessive working hours,
and a number of other problems related to
employing migrant workers.”

- Manager, Apparel Company
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Motivating action for meaningful
change

The instances of modern slavery and child
labour revealed in our study went well
beyond the apparel industry and included
companies in food and beverage,
apparel, retail, telecommunications

and mining. Companies noted that

being a “little fish in a big pond” posed
achallenge in getting suppliers to listen
to them when they have little cloutand a
barrier in implementing effective change
after they have discovered violations.
Suppliers are sometimes reluctant to
change their practices because they
know that if one company drops them as
a supplier, another company that does
not demand these changes will work with
them and the impact to their business will
not be drastic.
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Lessons learned from industry
leaders: Implementing effective
due diligence and meaningful change

Our study shows that even industry
leaders struggle with determining the
best ways to implement effective due
diligence and meaningful change.

Six practices to circumvent challenges
were identified: 1) prioritize high-risk
suppliers not high-spend suppliers,

2) reach out to NGOs and civil society
organizations, 3) establish local personnel
or partners, 4) conduct site visits,

5) embrace social audit standards and/
or certification, and 6) collaborate with
industry peers and/or associations.

1) Prioritize high-risk suppliers,
not high-spend suppliers

Companies with limited internal capacity
to implement effective due diligence
across all their suppliers may want to
prioritize suppliers based on risk rather
than spend. While this approach will not
catch all vulnerabilities in a company’s
supply chain, it can minimize the overall
risk of occurrences of modern slavery.
Although there are several ways to
determine which suppliers are high risk,
a number of participating companies
suggested that focusing on high-risk
countries can be particularly effective.

“Finding enough time to review our
suppliers is our biggest challenge... it’s just
you can’t touch everybody and everything,
so you have to prioritize. You have to ask
yourself, where are the biggest modern
slavery or human rights risks and potential
forimpact?”

- Head of Responsible Sourcing,
Financial Services Company
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2) Reach out to NGOs and civil society
organizations

Companies with limited knowledge

of creating a due diligence process

may want to reach out to civil society
organizations. As multiple companies
noted, turning to an experienced civil
society organization that is well-informed
about modern slavery and social audits
and that is passionate about the cause
helps the company to build a strong
foundation of knowledge.

“When we started addressing issues like
forced labour and human trafficking we
knew that we weren’t the experts. This is
new to us and we were just learning about
it. So we turned to an NGO that had a lot of
experience in this area and we found to be a
really good partner.”

- Manager, Apparel Company

3) Establish local personnel or partners

While several companiesin our study
conduct their own audits, companies
with limited resources could opt to

hire local personnel or establish a

local partner to manage their ongoing
relationship with suppliers in the area.
Companies indicated that having
someone local who understands the
culture, organization and circumstances
can help to establish trust with suppliers,
which is critical for mobilizing them to
improve practices.

“Importantly, you have teams on the
ground in the countries where the program
is active. So that’s Ghana, Cote d’Ivoire,
Indonesia, Brazil, Dominican Republic and
India. The teams on the ground are the
ones who are managing the implementing
partners, who actually carry out the
programs interventions...the implementing
partners are a combination of our cocoa
suppliers and development NGOs.”

- Social Sustainability Lead, Food and
Beverage Company



4) Conduct site visits

Companies that lack the resources to
have regular visits with suppliers on

site may find it useful to conduct at
least one site visit. Companies in our
study indicated that their site visits to

a supplier have been pivotal in helping
them understand the realities that their
suppliers face and how their company
can adapt its practices to support better
practices.

“A lot of people in our teams across

our labels spend a lot of time at the
factories with the textile mills. You build
relationships.... | think being present
changes people’s perspective. If you do it
from afar, you can do principle compliance.
If you have to actually be in that factory and
see the context in which people are working,
what ‘the ask’ is of sourcing teams, it’s a
different perspective. Being there makes

a big difference about how you would
decide a good work plan going forward.
And really try to understand what is it that
the workers want versus what do we think
we want for them?”

- Manager, Apparel and Retail Company
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5) Embrace social audit standards
and/or certification

While many participating companies
administer their own site visits and
audits, some companies are increasingly
embracing social audit standards

and certifications as part of their due
diligence. Several leading companies
indicated that this approach opens up
resources and helps address ongoing
“audit fatigue” among suppliers.

The surge in individual audits per
company can be taxing on suppliers,
giving them little time and resources
to implement change because they are
spending too much time administering
audits. However, some standards and
certifications have failed to deliver, and
companies are cautioned to do their
homework.?

“So for the past five years, probably more,
we switched over to telling vendors and
factories we would prefer if you sent us an
audit report by a social compliance audit
standard... and so we’ve noticed since
becoming a member of certain standards
that the audit costs have come down, and
there’s more opportunity to | guess help
factories make their improvements, versus
forcing them to keep paying out year after
year to participate in repeat audits.”

- Manager, Apparel and Retail Company

6) Collaborate with industry peers
and/or associations

Companies that are struggling with
implementing effective due diligence
and/or corrective action may find it
beneficial to explore collaborative
initiatives with their industry peers.
Some companies prefer direct
collaboration with peers, whereas others
prefer working with peers through trade
associations. As several companies
indicated, responsible sourcing and
efforts to address modern slavery in
supply chains is not a competitive issue.
Itis a shared issue that transcends the
interests of a single company.

“There’s a working group of Canadian
banks who are looking at sustainability
procurement, and trying to implement best
practices, compare notes, that sort of thing.
| wouldn’t say that we’re among the leaders,
although we might quickly become the
leader because of this project we’ve started
a few months ago. They seem to have been
kind of slowly working on it for maybe
longer than we have, but nobody’s really
that far along. But there’s an awareness.
There’s a consciousness of it.”

- Management, Financial Services
Company
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of companies feel positive
or neutral about the Canadian
government’s announcement
to initiate consultation on
supply chain legislation




As noted earlier, a growing number of
jurisdictions - including California, the
UK, France and Australia — have passed
laws to encourage corporate action

on modern slavery and other forms

of human exploitation in their supply
chains. Although Canada has not yet
followed suit, the federal government
signalled in February 2019 that it would
begin a process to consult on possible
supply chain legislation. In this part of
the report, we highlight companies’
experiences with and thoughts on
such legislation.
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Part Three

THOUGHTS AND REFLECTIONS ON SUPPLY CHAIN LEGISLATION

Supply chain
legislationis
encouraging
awareness of modern
slavery and already
impacting companies

in Canada
|

Effects of existing supply chain
legislation

Our study exclusively focused on
companies that have a presence in
Canada, whether headquartered here
or not. Interestingly, despite Canada
not having any supply chain legislation
in place, 56 percent of the companies
we surveyed indicated that they have
been directly affected by related

supply chain reporting or due diligence

legislation in other jurisdictions.
Another 29 percent have been
indirectly affected.

“As a member of an international
organization with peer corporations that
reside in the UK, France and Australia, we
leverage their experiences to apply [here].”

- Supplier Manager, Telecommunications
Company

“[Legislation] has made us aware this is an
emerging issue which helped drive adoption
of [our] Supplier Code of Conduct.”

- Manager, Mining Company

“We reviewed requirements laid out in

the UK Modern Slavery Act and the
California Transparency [in Supply Chain
Act] against our current practices, and
conducted a gap analysis and road map
for alignment.”

- Manager, Apparel Company
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While companies in Canada are not
required by Canadian legislation to
publicly disclose specific information on
their due diligence efforts, 89 percent of
the companies we surveyed indicated
that they publicly disclose some level
of information on their efforts to
address modern slavery.

Where companies publicly disclose
information on their efforts to address
modern slavery

Supplier Code of Conduct

Sustainability / Corporate Social
Responsibility Report

Company Website

UK Modern Slavery Statement

California Transparency Act Statement

.
Annual Report

]
We do not publicly disclose

such information

B 11%

Experiences with existing supply
chain legislation

The representatives of companies
interviewed as part of our study shared
their first-hand experiences in dealing
with existing supply chain legislation.

A commonly shared evaluation of their
experiences emerged: that, while the
demands of such legislation have not
been particularly high to date, companies
felt that they have benefited significantly
from the process.

For example, several said that the act of
putting together disclosure statements
to comply with UK’s Modern Slavery Act
has forced the companies to give explicit
attention to the issue and think about
their relationship to modern slavery.

A member of the management team at
afinancial services company noted that
preparing a public disclosure statement
is similar to a “what are we doing?”
exercise, adding that “the fact that
we’re required by some law to put outa
statement, it goes a long way [in terms
of gaining internal attention].”

“So, it’s really a disclosure requirement. The
UK, very recently. Australia and California
as well. This kind of disclosure legislation

is an emerging trend.... On the legal side

of things, we just have an obligation to
disclose.... But what it is really doing is
getting us to rethink how we do things.”

- Director, Transportation Company

“In the last probably three years, we’ve
brought more attention to responsible
procurement because of the UK Modern
Slavery Act.”

- Head of Responsible Sourcing,
Financial Services Company



Thoughts on
Canadian supply

chain legislation
|

Given that Canadais in the formative
stages of considering supply chain
legislation and that different models
with varying requirements exist,

this section explores the views of
companies on the development of
such legislation.

Early support and a belief that
legislation can drive change

We asked companies participating

in our study if they believed that
legislation in Canada could benefit
their companies in driving change to
address modern slavery in their supply
chains. A large majority of companies
(76 percent) said “yes” and a minority
(24 percent) said “no.”

When we asked about how they “feel
about the Government of Canada’s
announcement that it will initiate
consultations on possible Canadian
supply chain legislation,” 65 percent
of the companies were positive, 29
percent were neutral and 6 percent
were negative. Although these views
represent a small portion of the
Canadian business landscape,

we consider these findings important
in informing future conversations on
thisissue.
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BELIEF IN LEGISLATION AS A DRIVER OF CHANGE

Survey question:

Do you believe legislation could be of benefit
to your company in driving action to address
modern slavery in supply chains?

HOW COMPANIES “FEEL” ABOUT CANADIAN SUPPLY CHAIN LEGISLATION

65% 29%
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Our analysis — of both the interview and
survey data - indicated the majority of
companies that participated in our study
are generally supportive of some sort
of supply chain legislation in Canada,
although there was some dissension.
For example, a managing partner ata
financial services company believed
that it was “simply too difficult to call
on businesses to be global policemen
of all of our suppliers,” adding that

“the costs would be astronomical and
the effectiveness would be minimal”
Mostly though, the comments were
encouraging:

“Legislation... would be a good thing. There
might be more onus placed on us to comply
to make sure we’ve got the proper checks
and balances... you would hope as we
partner with larger corporations, it would
help emphasize the nature of the business
and what we’re hoping to accomplish
through transparency of the supply chain
and lead to less adversity when we come
knocking on the door to say we want to
audit your specific location or we want to
audit a location of your tier two or tier three
[suppliers]. | think that can only help us.”

- Supplier Manager, Telecommunications
Company

“I think we’re all for it [Canadian
legislation]. If it brings attention to these
really grave issues and it makes companies

act and behave differently, | think it’s a good

thing. We fully support it and we’ll adhere
to whatever the laws are in each different
country.... We think it forces companies to
at least acknowledge that this is happening
in supply chains and hopefully pushes them
in the right direction to address it.”

- Manager, Apparel Company
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While some companies may not explicitly
support such legislation, some of them
indicated that they will not oppose

it, likely because they may already

be governed by similar legislation
elsewhere.

“I don’t think you’d have much opposition
because all the big banks in Canada are
already reporting on the Modern Slavery
Act, so there’s no change really. We
wouldn’t have to do many new things, and
| think the view is that there’s more benefit
to having it more broadly applied over the
economy.”

- Management, Financial Services
Company

In closing, itis important to note that
several companies we interviewed
described Canada as “laggard”

and “behind” compared to other
jurisdictions, and “not as mature” in
reference to supply chain legislation
that targets modern slavery. However,
some companies view the adoption

of legislation as a way for Canada to
realign itself with its peers and assume
a leadership role.



Early thoughts on effective
supply chain legislation

Initially, our study had sought to gauge
the extent to which companies felt

that legislation focusing on a specific
issue in supply chains - such as child
labour, forced labour, modern slavery

or general labour rights — would be

more or less effective in driving change
than legislation that focused on a broad
range of human rights issues, such as

the approach taken in France’s Corporate
Duty of Vigilance Law. Participating
companies generally felt that legislation
would be “somewhat” effective in driving
change and that its effectiveness would
not ultimately depend on the legislation’s
specific or broad focus - rather, the
legislation’s effectiveness would depend
on what companies are required to do.

That said, companies had varying views
on what model of legislation would be
effective in driving change: 63 percent
of participating companies felt that
legislation requiring companies to
report on their efforts to address their
priority human rights issues in their
supply chain would be effective; 56
percent felt that legislation requiring
companies to conduct due diligence
in supply chains would be effective; and
6 percent felt supply chain legislation
would not be effective.

The vast majority of companies in our
study see value in some form of Canadian
legislation to address human rights
issues such as modern slavery in supply
chains. Still, there was concern about
how this supply chain legislation would
work in practice. When queried about
how to ensure the effectiveness of such
legislation, companies stressed the use
of approaches that would: 1) leverage
existing legislation, 2) adopt new legislation
that emphasizes actions, incentives

and realistic expectations, and

3) engage with stakeholders.

THE STRAIGHT GOODS: CANADIAN BUSINESS INSIGHTS ON MODERN SLAVERY IN SUPPLY CHAINS

What do you believe would be effective in driving meaningful change
within your organization in human rights issues in supply chains?

A requirement to report on your efforts to address your priority issues in supply chains

A requirement to conduct due diligence in supply chains

None of the above;
| do not think legislation would be effective in driving change in my organization

=
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1) Leverage existing legislation

Several companies emphasized that they
hope the Government of Canada turns
to existing supply chain legislation for
inspiration and aligns itself with current
best practices.

“Businesses want to ensure things

don’t become overly bureaucratic and
cumbersome, but | don’t see this as being
[that] kind of a topic.... There are models
out there to follow. Australia’s doing it, the
UK’s doing it, parts of the US are doing it.
The government has to take an interest
init... [thereis] a 100% consensus that
Canadians don’t want this to happen
anywhere, and don’t want to be affiliated
with itif itis happening. So we need the
information to decide what we’re going to
do if it’s happening. Fully supportive of it.”

- Management, Financial Services
Company

“I think we should be aligning and not
recreating something. How can Canada
adopt best practices? So France, the UK,
the US, the Netherlands [and now
Australia]... how do we align with the one
that we think is the best?”

- Manager, Apparel and Retail Company

In addition to citing legislation in other
jurisdictions, companies referenced
existing legislation in Canada,

the Extractive Sector Transparency
Measures Act (ESTMA). Overall, several
participating companies felt that by
building on existing legislation, Canada
can create more synergies to advance
compliance, align with companies’
current practices and support
improvements.

“I think effective legislation would be
something like ESTMA requiring disclosure
around issues that are tied to international
trade. | think modern slavery legislation
should have that similar nexus. | would

like to see Canada’s Modern Slavery Act
equivalent to something like ESTMA, but
with a human rights focus.”

- Management, Financial Services
Company
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2) Adopt new legislation that
emphasizes actions, incentives
and realistic expectations

Companies placed strong emphasis on
creating legislation that promotes action
and progress but noted that a good place
to start for raising awareness is with
disclosure requirements.

“I don’t know how to say this, but we just
need to think about how to make it so
there’s actually actionable steps for brands
and retailers to take.”

- Manager, Apparel and Retail Company

“It’s not just about the legislation. It’s about
what sits behind the legislation to actually
enforce it and implement it.”

- Director, Retail Company

While companies did not agree on how to
proceed, one central theme did emerge:
Canadian legislation should include
underlying incentives for companies to
take action.

“It’simportant these laws set up the

right incentives for companies, so they
encourage companies... to actually go and
find the risks within their supply chains and
be transparent about it. For that to happen,
companies need to have the confidence
that the information they share about the
risks they find won’t be used against them
in court. That’s definitely an important
element for a piece of legislation to address.
Not to say that companies should be
protected from litigation if they disclose

a risk. They should not only disclose the

risk but also what actions theyre taking to
remedy, mitigate, prevent this issue from
reoccurring.”

- Social Sustainability Lead, Food and
Beverage Company

“I’'ve been doing this for a while. Legislation
is great to have. | think it raises awareness
and | think that companies need to sign on
to address modern slavery. But then what?
You’ve signed on and you’ve made a public
disclosure. What does that really mean?
I’'m not saying we’re perfect, but | can tell
you that if companies are just signing onto
something and they’re not really doing
anything, then that doesn’t mean anything.
You need to check in with suppliers, you
need to audit, you need to ask questions,
and you need to follow up.”

- Head of Responsible Sourcing,
Financial Services Company

They also emphasized the need to
create legislation that has reasonable
expectations that consider the reality
of companies and the broader issue of
modern slavery and human rights.

“Legislation needs to consider the
realities of the complexity of supply chain
traceability and the leverage of brands/
retailers.”

- Manager, Apparel and Retail Company

“Legislation should recognize that many
human rights issues within supply chains
are systemic and not necessarily issues
that companies can individually or even
collectively address on their own, so
encourage this collective approach and,
where relevant, joint action together with
relevant local government.”

- Social Sustainability Lead, Food and
Beverage Company



3) Engage with stakeholders

Companies in our study emphasized the
importance of the Government of Canada
engaging stakeholders, including the
private sector and other governments,
and drawing from voluntary standards to
help in the design of effective legislation.

“If | was asked to testify right now to the
parliamentary committee, | would speak in
favour of more disclosure requirements, and
| think | would be supported. | think there’d
be some hesitation because businesses
typically don’t ask to be regulated more.
It’s sort of just a thing that businesses don’t
typically do, even if they don’t particularly
care one way or the other. Involvement
behind closed doors, I think, is the better
way to get businesses engaged.”

- Management, Financial Services
Company

“l encourage the Canadian government to
involve brands and retailers in stakeholder
consultation when developing [legislation].
| also encourage the Canadian government
to continue engagement with other
governments to improve legal requirements
and oversight/enforcement to help
decrease the risk of modern-day slavery.”

- Manager, Apparel and Retail Company
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At the same time, companies noted that
government engagement could go well
beyond consultations. It could actively
work with initiatives and companies to
better align legislation with global efforts
to address modern slavery and/or related
issues. Companies expressed that they
want to address modern slavery, but that
they also need guidance.

“Why can’t the Canadian government be

a stakeholder in helping to evolve existing
tools too? If they do, this could become

a guidance tool for everybody to follow,
and they maybe even eventually make

a recommendation to say: ‘We believe
organizations should use this.” The Dutch
government, for example, is doing that.
They have been a funder of the social labour
convergence project... and they are saying:
‘Here’s a tool. Don’t create something else.
Align behind this because we think it’s the
best that’s out there.””

- Director, Apparel and Retail Company

“For us to address the issue of modern
slavery, we need many efforts because

it’s really difficult to observe. Awareness
needs to be in all different areas. We’d like
efforts to be coordinated. We’ve suggested
working groups but they aren’t happening
right now... we have nothing with the
government. We have no guidance on who
to contact. We need to be collaborating,
and this needs to be done well.”

- Compliance Officer, Transportation
Company
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of companies acknowledged
that modern slavery in
supply chainsis a highly or
moderately relevant issue
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Final Thoughts

The primary objective of our study was
to provide a comprehensive snapshot
of the Canadian business landscape on
the issue of modern slavery in supply
chains. Our hope is that this research
enables companies in Canada to initiate
and engage with other stakeholders in
ongoing dialogue about modern slavery
in supply chains, and that it helps to
inform and galvanize further Canadian

action on this pressing, global issue.

CONCLUDING STATEMENTS AND RECOMMENDATIONS

The companies that participated in our
study may have divergent experiences
with addressing modern slavery and
views on possible Canadian legislation,
but the vast majority recognize the risk of
modern slavery in their supply chains as
arelevant and important concern. While
the findings presented in this report

do not represent the entire Canadian
business landscape, they do reflect the
insights and experiences of a diverse
range of companies operating in Canada.

We give the last word to the companies
in our study for final thoughts and
considerations on the issue of modern
slavery and what needs to be done:

“The fact that our main offices are located
in Canada does not prevent us from having
modern slavery. This is a huge global
problem.”

- CSR Advisor, Telecommunications
Company

“We knew this was a topic that would
come into Canada eventually, through
stakeholders’ expectations, good practices
or legislation. Be educated about modern
slavery. We have real examples happening
now that could be in our supply chain too.”

- Senior Specialist, Telecommunications
Company

“Modern slavery doesn’t always apply to
every kind of good and service that we’re
procuring... we're a bank, but there is risk in
every part of the supply chain. For example,
when you think about our travel and hotel
partners... there are a lot of low paying
jobs that are at risk of exploitation. We’re
working right now with hotels to make sure
they are trained on human trafficking and
modern slavery.”

- Head of Responsible Sourcing,
Financial Services Company

“Combating modern slavery is a joint
effort and not one single player has the
responsibility of solving modern slavery.
It has to be a combined effort of
government, NGOs and business.”

- Director, Retail Company

“I think we need to come to terms that

we’re in a global economy. We need to stop
having that siloed vision that everything

is just Canadian-based and that supply
chains truly are international.... It is prudent
that organizations understand where their
goods are coming from and that we are not
contributing to the plight of others.”

- Supplier Manager, Telecommunications
Company
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Our study’s secondary objective was

to use our research findings to develop
recommendations that would be useful
for key Canadian stakeholders:

Companies in Canada:

 Invest adequate resources to identify,
prevent, mitigate and account for
potential adverse human rights
impacts, including modern slavery, in
operations and global supply chains.

efforts go beyond tier-one suppliers
to higher risk tiers further down the
supply chain.

* Adoptalong-term approach to
working with suppliers in addressing
challenging practices.

Actively collaborate with other
stakeholders - including other
companies, civil society organizations
and government - to identify and
advance best practices.

* Promote an open, safe environment

for discussing and addressing modern

slavery within operations, including
buying and sourcing activities.

40

Ensure that supply chain due diligence

Government of Canada:

* Be expedient and consult with a diverse

range of stakeholders on the design of
potential supply chain legislation.

* Ensure that any legislation:

- Leverages lessons learned from
legislation in other jurisdictions,
for equivalency considerations and
alignment with best practices.

— Promotes action that drives
meaningful change within supply
chains and corporate practices.

— Sets reasonable and clear
expectations for companies.

- Provides incentives for companies
to take action and consequences for
failing to comply.

Civil Society, Investors and Academia:

¢ Promote further research to better

understand how Canadian companies
are addressing modern slavery and
other human rights issues, and which
factors are contributing to success
and/or challenges.

Engage in forums for constructive
multi-stakeholder dialogue and action
on these issues that allow the sharing
of differing perspectives and expertise,
and a collaborative exchange to drive
meaningful change.

Seek information about and prioritize
mitigation of modern slavery risks

in purchasing, investments and
relationships.
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“Be educated about
modern slavery.”

- Senior Specialist, Telecommunications Company

/M
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