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Introduction

I. ABOUT THIS GUIDE

The Green Button is a government-run certification label for sustainable textiles that provides guidance to
consumers and public and private procurement agencies when purchasing textiles. After an introductory
phase, the Green Button was further developed with the help of an independent advisory board between
2020 and 2021 and improved in two public consultations based on numerous valuable responses from various
stakeholders. The result is version 2.0.1 of the Green Button Standard.

The Green Button is awarded to textile products that are sold by responsibly operating companies, are made only from
approved fibres and materials, and whose production processes at the stages of manufacturing, wet processes, and raw
material extraction have been verified by recognised certification labels with regard to social and ecological criteria. The
product-related requirements are thus verified via certification labels. The focus of this guide is on the requirements for the
process of corporate due diligence.

This involves ensuring that you have established appropriate management systems in your company to minimise social,
environmental and integrity-related risks and adverse impacts along your textile supply chains and/or your own textile
production. Due diligence describes the processes that companies systematically establish and implement to identify, assess,
prevent, mitigate and remedy risks and adverse impacts related to human rights, the environment and integrity in their own
business and in textile supply chains. This approach is not limited to individual production sites, but pays attention to all
textile supply chains as well as the business, sourcing and purchasing practices of the purchasing company. The Green
Button’s 54 requirements for the assessment of corporate due diligence, also called indicators, are based on internationally
recognised frameworks on corporate due diligence and concretise them for textile production and supply chains.

For the Green Button Standard 2.0.1, a development logic was introduced by deepening the requirements of individual
indicators, so that licensed companies must continuously improve their certified processes. The development logic is reflected
in two stages - stage A and B. Thus, first the indicators of stage A are evaluated, then after two years, due to the deepening of
the requirements, additionally all indicators of stage B are evaluated.

This guide aims to facilitate your general understanding and implementation of the Green Button requirements in relation to
corporate due diligence processes in your company. It is a non-binding supplement in the form of a supporting document to
the Green Button Standard.

The guide is also aimed at certification bodies and evaluation personnel. Here, you will receive a contextualisation of the
subject matter of the evualation within the overall concept of corporate due diligence and can further develop your under-
standing of the systematics of the core elements, criteria and indicators.

This guide is right for you if you and your company ...
I want to find out about the requirements at an early stage and work towards certification in the longer term: Here you will
receive basic explanations of the expectations and responsibilities of corporate due diligence.

I want to check the status of your preparations for the Green Button: You can use the guide to question whether your processes
and systems actually meet all areas of the requirements and where there may still be room for improvement.

I want to prepare for the initial, recertification or surveillance evaluation: Here you will receive guidance on which documentation
of your activities can be helpful for the evaluation and could, for example, serve as verification documents.
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ll. STRUCTURE

The second chapter places the requirements for the process of due diligence in the broader context. International frame-
works, core concepts and principles are named and briefly described. It also outlines which parts of your supply chains the
Green Button requirements apply to and how the specifics of companies with different structures and sizes are addressed.
Further assistance on corporate due diligence is highlighted.

The third chapter turns in detail to the requirements of the Green Button, guides through the management tasks using the
different due diligence elements (core elements) and indicators, and explains the implementation.

With the introduction of the development logic, the requirements for corporate due diligence processes are broken down
into five core elements, 13 criteria and 54 indicators at stage A and 33 indicators at stage B, with the indicators being relevant
for the evaluation. Notes have been added to the indicators for better understanding. While indicators represent the manda-
tory requirement, the annotation is an additional explanation of the content.

The indicators are evaluated by certification bodies according to the Green Button Standard 2.0.1. In the first evaluation or
recertification, all indicators of stage A are checked and monitored annually. In the second monitoring, after 24 months, all
indicators of stage B are additionally checked. In the re-certification, after 36 months, all indicators of stage A and B are
evaluated, should no new version of the Green Button Standard be available by then. The indicators mentioned in the guide
cover all stage A indicators. Stage B indicators have been additionally marked/highlighted in the text. Links to the indicators

have been added for better orientation. It is not absolutely necessary to read the guide chronologically.

Definitions of terms are listed in the glossary at the end of this document. It is recommended to have this at hand to look up
recurring key terms. Selected topics are addressed in topic boxes in or alongside the text and are marked accordingly.

THE FIVE CORE ELEMENTS IN THE DUE DILIGENCE PROCESS

CE1:

CES: CE2:

CE4: CE3:
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HOW TO USE THIS GUIDE
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Core Element 3 / Prevention

CRITERION 3.3

PURCHASING PRACTICES
AND LIVING WAGES

Commitment to international conventions & frameworks
(Indicator 1.1.1)

The International Bill of Human Rights as well as the ILO Core Labour Standards and
the rights formulated therein from the basis for the implementation of your human
rights responsibility (Chapter 2, 1).(...)

Responsible procurement and purchasing practices

I More on this topic under CE3

Y, ASSISTANCE

EXAMPLE UNILEVER

LIVING WAGE INITIATIVE IN PRIORITISED SUPPLY CHAINS ACT

- Goal: “Ensure that everyone who directly provides goods and services to Unilever Purchasing Practices C 4
will earn at least a living wage or income by 2030”. (Provides an overview of relevant
purchasing practices affecting wages)
« What is the impact of your procurement and purchasing practices at the level of your suppliers?
4— o
- Stage B: What has been shown in the implementation of the strategy so far, where are there difficulties,
what has concretely improved with suppliers?
STAGE B - PROGRESS AFTER TWO YEARS
After two years, you should be able to show progress in the implementation of your strategy. This should include structures
that you have built internally as well as targets and improvements in at least one supplier facility ‘ g
FOCUS: RISK PROFILE (SEE GLOSSARY)
The risk profile of a company is composed of various information on the size and 4
structure of a company, its product portfolio, and type of business relationships. N
mn > CONTENTS > INTRODUCTION > BASIC PRINCIPLES > CEl >CE2 >CE3 >CE4 >CES : 4o
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Indicators not labelled as stage B
all cover stage A (development logic)

Gray terms are defined in the glossary at the end
of this document

Terms in green are links to text passages
within the document

Links to external documents and
assistance are underlined in green

(Company) example

Explanation of the steps to get to stage B
(development logic)

Stage B requirements: In the second monitoring,
after 24 months, all indicators of stage B are
additionally evaluated (development logic)

Selected topics are addressed in topic boxes
in or next to the text and are highlighted
accordingly

Links to the corresponding pages
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lll. SCOPE OF APPLICATION/CONTEXTUALISATION WITHIN
THE GREEN BUTTON SYSTEM

This guide is a non-binding support service by the Green Button Secretariat that supplements the binding Certification
Documents (in particular the regulations governing use of the certification mark, the Standard and Certification Programme).
An overview of the normative documents of the Green Button Standard is shown in the figure below. The indicators that are
relevant to the evaluation of the requirements for the process of corporate due diligence are included in the Green Button
Standard in the respective current version and can be accessed online on the Green Button website. The assessment of
evidence is the sole responsibility of the certification bodies and is not preempted by this document.

This guide contains explanations, examples, guiding questions and references to further assistance that can help you prepare
for the Green Button requirements (for the process of corporate due diligence process). Please note that the Green Button

evaluation goes beyond a document review. It examines how you live the implementation of corporate due diligence in your
company.

GREEN BUTTON 2.0.1 | THE EVALUATION PROCESS - WHICH DOCUMENTS ARE RELEVANT

CORE NORMATIVE GREEN BUTTON DOCUMENTS

Standard Certification Programme Logo Manual
| Requirements for the Audit Process Green Button Logo Use
»_ »_ »_ »_ 9
Requirements for Process and Require- List of approved fibres
Corporate Due Dili- ments for the Recog- and materials, includ-
gence Processes and nition of Certification ing explanations and You can download
Conditions for Product  Labels (Meta-Label recognised labels e Gl e
Claims Approach)

CORE SUPPORTING DOCUMENTS

| _ |

Guidance on Corporate Green Button List of recognised
Due Diligence in the Green Product Groups certification labels
Button

Implementation Guidance for
Companies
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IV. FURTHER ASSISTANCE

This guide serves to contextualise the topic and as preparation for the Green Button audit. Beyond contextualising the guide
has neither the claim nor the mandate to advise you as a company and to further develop management systems according to
the very different respective needs. Reference should be made here to the work of the Partnership for Sustainable Textiles
(Textiles Partnership), which takes on a more far-reaching role. The Secretariat of the Textiles Partnership, like the Green
Button Secretariat, is run by the Deutsche Gesellschaft fiir Internationale Zusammenarbeit (GIZ) GmbH on behalf of the
Federal Ministry for Economic Cooperation and Development (BMZ). The Textiles Partnership, a multi-actor partnership
between representatives from business, politics, civil society, trade unions and standard organisations, pursues the goal of
jointly improving conditions in global textile production. Supporting its corporate members in exercising corporate due
diligence is one component of this. The Partnership thus starts at a systemic level and accompanies continuous improvement
processes in a network between companies and different stakeholders.

Throughout the guide, further topic-specific supporting resources, tools and initiatives are also recommended that go beyond
the content of this guide and can serve as useful accompaniments for your work.

Basic principles of corporate
due diligence in the Green
Button

I. CHARACTER OF THE GREEN BUTTON REQUIREMENTS FOR
CORPORATE DUE DILIGENCE PROCESSES/BASICS

International and national frameworks and standards

The Green Button requirements for the corporate due diligence process build on internationally recognised frameworks. The
United Nations Guiding Principles on Business and Human Rights published in 2011 form the basis. The Guiding Principles
identify for the first time the obligations of companies to identify their risks and impacts on human rights and to prevent,
mitigate and remedy ~-them accordingly.

What exactly is meant by human rights? The UN Guiding Principles refer to internationally recognised human rights, at a
minimum, as those set out in the International Bill of Human Rights and the ILO Core Labour Standards. Thus, originally the
focus of the debate on corporate due diligence was clearly on social issues. This understanding was significantly expanded
through the work of the OECD and the definition of social, ecological, and integrity-related sector risks in the OECD Guid-
ance for the Garment and Footwear Sector in 2018.
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In today’s broader understanding of due diligence, and closely linked to the topic of human rights, the topics of environmen-
tal protection and integrity are therefore also included. The Green Button requirements/criteria follow this understanding
and this guide deals with it at individual points.

Here is a list of the frameworks with links that should form the basis for your due diligence activities:

I United Nations Guiding Principles on Business and Human Rights (UN Guiding Principles), 2011
I National Action Plan on Business and Human Rights (NAP), 2016

-OECD Guidelines for Multinational Enterprises, 2011
-OECD Due Diligence Guidance for Responsible Business Conduct, 2018
-OECD Due Diligence Guidance for Responsible Supply Chains in the Garment and Footwear Sector (OECD Guidance), 2017

International human rights standards

I The International Bill of Human Rights
-The Universal Declaration of Human Rights
-The International Covenant on Civil and Political Rights (and its Optional Protocols)
-The International Covenant on Economic, Social and Cultural Rights (and an Optional Protocol thereto)

I The core labour standards of the International Labour Organization (ILO), consisting of the Conventions
-87 (Freedom of Association and Protection of the Right to Organise),
-98 (Right to Organise and Collective Bargaining),
-29 (Forced Labour),
-105 (Abolition of Forced Labour),
-100 (Equal Remuneration),
-111 (Discrimination),
-138 (Minimum Age),
-155 (Occupational Safety and Health Convention),
-182 (Worst Forms of Child Labour),
-187 (Promotional Framework for Occupational Safety and Health Convention).

Additional frameworks specific to environmental and integrity concerns can be found within the OECD guidelines men-
tioned above. The above-mentioned basic requirements for corporate due diligence are increasingly being integrated into
European and national law worldwide. By implementing the Green Button requirements, you are preparing yourself and your
company not only for Green Button certification, but also for future legal obligations or corresponding inquiries from
business partners. In addition to the German Supply Chain Due Diligence Act (LkSG), which sets out binding requirements for
due diligence obligations in supply chains above a certain company size, the upcoming EU Supply Chain Directive (CSDDD)
will also bring new requirements. The directive will oblige companies throughout the EU to systematically monitor environ-
mental and human rights risks and to act on the basis of international standards such as the UN Guiding Principles on
Business and Human Rights.

Principle of appropriateness

The Green Button requirements are designed so that they can and must be met by companies of all sizes and structures. In
accordance with the international frameworks, the implementation of corporate due diligence in the Green Button must also
be appropriate. This means that the scope of prevention, mitigation or remediation measures and the associated resources
deployed should be commensurate with the company’s risk profile.

In the Green Button, the principle of appropriateness is taken into account in the formulation of the indicators and in the
evaluation. The significance of risks (“risk-based approach”) should be considered when deciding which priorities to set when
implementing measures. The severity of adverse impacts on people and the environment is always the first and most impor-
tant factor in any prioritisation. When assessing risks, this is complemented by the assessment of the likelihood.
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Other factors considered in the decision are the (direct) relationship a company has to the adverse impact (causal contribu-
tion), the relationship to the affected context/company (capacity to influence), as well as the type and scope of the business
activity, i.e. to what extent the company is active in the context of the risk/impact and what significance the context has for
its own value creation. Further guidance on the principle of appropriateness can be found in CE 3 (3.2.1 - 3.2.3), on the focus
page “The principle of appropriateness in the Green Button” as well as in CE 5 (5.2.3).

In line with the principle of appropriateness (in accordance with recognised frameworks on corporate due diligence), it is also
possible and justifiable that companies do not address all of the most significant risks and impacts equally.

Dealing with different types of companies

The Green Button due diligence requirements are applicable to companies with different business processes.
This includes, for example:

I brands and retailers that purchase and distribute textile end products,
I companies with their own production, as well as
I a hybrid of the two.

The focus of the Green Button requirements is on the implementation of corporate due diligence in the textile supply chain.
By relating the requirements to process steps (e.g. manufacturing, purchasing) and not the respective position of the company
in the supply chain, the requirements are still applicable to brands and retailers as well as to producers who manufacture
textile products themselves. For trading companies with indirect purchasing, this means for some requirements that due
diligence measures are not implemented in direct cooperation with the producer, but through or in cooperation with
intermediary business partners.

This guide provides additional support in the interpretation by clearly presenting the scope of the requirements per core
element (see focus page Depth of the obligation to provide proof and in an introductory manner per core element).

Due diligence as a process - principle of continuous development

Another fundamental principle of corporate due diligence is its processuality and the need to continuously evaluate one’s
own impact, reassess risks and impacts, and adapt processes accordingly. The different elements of due diligence interact with
each other, and your company’s management processes should be continuously developed. Many Green Button indicators
address this and focus on processes and systems rather than expecting predefined outcomes. In order to emphasise this, the
following guide makes clear the connections between indicators and the core elements (see the introduction for each core
element “Embedding in the corporate due diligence process”). With the introduction of the development logic, the continu-
ous improvement of the processes is also reflected in the deepening of the requirements (stage B).
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Il. DEPTH OF THE OBLIGATION TO SUPPLY CHAIN STAGES/
PROVIDE PROOF FOR THE GREEN BUTTON

International requirements, such as the UN Guiding Principles and the OECD RAW MATERIAL
Guidelines, generally require that corporate due diligence covers a company’s entire EXTRACTION
supply chain. The Green Button requirements concern textile manufacturing and Q Q
supply chains and, unless otherwise specified, the indicators target the management o d

of risks and impacts along the entire textile supply chain. $ ?

For some indicators, the minimum required coverage of supply chain stages was

restricted. This is made clear by formulations such as “[...] this includes at least

suppliers at the level of garment manufacturing and wet processes” (e.g. 2.1.1). The

indicator then refers to the defined stage(s) of the supply chain. The present guide

presents this reference point in the supply chain at the beginning of each core

element. Depending on the indicator, the depth of the obligation to provide proof YARN AND TEXTILE
increases at stage B, if applicable. Supply chain stages include: “raw material extrac- PRODUCTION

» o« » «

tion”, “yarn and textile production”, “wet processes” and “garment manufacturing”.

For trading companies with indirect purchasing: If you do not have a direct business — = 4
relationship with producers, the measures mentioned below, when referring to = GEEp
producers, automatically include cooperation with your direct business partner who
is interposed.

P WET PROCESSES

6

o <
<{]

©
(- 2

GARMENT
MANUFACTURING

®

=)
—1
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DEPTH OF THE OBLIGATION TO PROVIDE PROOF - WHICH STAGES OF YOUR SUPPLY CHAINS SHOULD YOUR
DUE DILIGENCE ACTIVITIES COVER AT A MINIMUM?

CEl

Policy on responsible business
conduct

CE2

Analysis and prioritisation of
risks and adverse impacts

CE3

Prevention and
mitigation

CE4

Public reporting and
communication

CES

Grievance mechanisms and
remedy

The policy generally covers the entire supply chain and business activities. Restrictions on
the validity or scope of individual policies should be clearly described and justified. A
specific part of the policy contains requirements that are only mandatory for direct
suppliers or importers/agents.

Detailed knowledge of the supplier’s facilities, initially only for manufacturing and wet
process steps (then after two years also at the level of textile and yarn production as well as
aggregated for raw material extraction, stage B).

Basic risk analysis covers all textile supply chains from the beginning (excl. ingredients and
accessories). This therefore includes all production activities across all sourcing countries
up to the raw material origin. The wage gap analysis must be carried out at the level of
manufacturing in risk countries and for high-risk suppliers.

The areas of the supply chains where prevention and mitigation measures are to be
implemented depend on where the most significantrisks have been identified. In principle,
this can and must include the entire supply chain. However, a large proportion of the
requirements initially specifically and sensibly concerns the relationship between compa-
nies and direct suppliers, i.e. in most cases suppliers at the manufacturing level and (in the
case of indirect procurement) importers or agents. At stage B, the circle of addressees is
selectively extended to include the deeper stages of the supply chain. The measures taken
are intended to improve cooperation with suppliers and are to a large extent managed
internally in your company, which is why we speak of “internal measures” (criterion 3.1),
which also include purchasing and procurement practices (criterion 3.3). Other measures
are implemented directly in the supply chains (criterion 3.2).

This core element, like your policy (CE 1), generally refers to the entire supply chain and
business activities. However, the reporting, especially on measures, concentrates predomi-
nantly on the stages of manufacturing and wet processes. Only at stage B will there be
more reporting on deeper stages of the supply chain. Where the due diligence activities
only concern a limited section of the supply chain, this should be clearly stated in the
reporting. With regard to the specific requirement for supply chain transparency, it is
demanded that sourcing countries and regions are first published as far as possible for the
stages of manufacturing and wet processes, then at stage B, all sourcing countries up to
raw material extraction are presented as far as possible.

The responsibility to ensure effective grievance mechanisms, according to the Green Button
requirements, relates to high-risk countries or high-risk suppliers at the manufacturing
level - i.e. where the need for functioning grievance systems is high and a purchasing
company can more easily exert some influence. As a manufacturing company, the focus is
on its own production facilities. The responsibility to remedy and remediate goes further. It
concerns any legitimate grievances and adverse impacts on the ground that the company
has caused or contributed to through its purchasing practices. These are identified by
companies through their own existing processes such as audits or local teams, or brought
to them by other stakeholders. It can thus include impacts in the deeper supply chain in
addition to the known production contexts (as per supply chain mapping).
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Explanation:
Gore Elements, Griteria
and Indicators

CORE ELEMENT 1
POLICY ON RESPONSIBLE BUSINESS CONDUCT

Expectations of companies

Your so-called policy is your company’s public commitment and flagship on the topic of corporate due diligence: you make it
clear that your company is aware of its responsibility and takes its task seriously. Specifically, your company is expected to
publicly commit to respecting basic social, environmental and integrity requirements and to formulate corresponding
expectations of business partners and suppliers. The policy summarises your company’s goals and expectations in a clear and
understandable way and refers to potential risk issues and how to deal with them.

Most companies have both documents that address their own company activities and one or more documents that describe
requirements for business partners and suppliers. So if your company does not have only one central document, the Green
Button also understands “policy” as a collective term for several documents that complement each other.!

Depth of the obligation to provide proof

In general, your policy should cover your entire supply chain and business operations. Where you impose restrictions on the
validity or scope of individual policies, you should clearly describe and justify this. A specific part of the policy will contain
requirements that are considered mandatory only for your direct suppliers or importers/agents.

Embedding in the corporate due diligence process

Your company’s public policies are an important building block of your due diligence process. They set the framework for
more specific guidelines, processes and measures through which your company’s goals are implemented and on which you
should also communicate in more depth (CE 4). The implementation of due diligence processes is a dynamic process that
should be continuously improved. Accordingly, your policy statement should build on the lessons learned from implementa-
tion and be updated regularly.

01 In the following, we will speak simplistically and synonymously of “policy” or “policies” in order to do justice to different models.
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INTERACTION OF THE POLICY WITH
OTHER CORE ELEMENTS

Integration of the insights from

. ved OECD sector risks provide
grievances receive

the framework

Provides
important
insights

Framework is provided
by commitment and
expectation

CE5: GRIEVANCE
MECHANISMS AND REMEDY

"
CE2: ANALYSIS AND

PRIORITISATION OF RISKS
AND ADVERSE IMPACTS

Initiation of the
implementation
of due diligence
processes and

measures

g -2
i X

CE4: 4: PUBLIC REPORTING \/ CE3: PREVENTION
AND COMMUNICATION AND MITIGATION

Incorporation of
the measures
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OVERVIEW OF THE RELEVANT GE/1
GREEN BUTTON INDICATORS

COMPONENTS OF THE POLICY

1.1.1 Commitment to international conventions & frameworks (stage A + B)

1.1.2 Commitment to living wages and the use of sustainable materials

1.1.3  Expectations for suppliers

1.1.4 Requirement on subcontracting

1.1.5 Commitment to dealing with the most significant risks and listing the due
diligence processes embedded in the company

1.1.6 Dealing with vulnerable stakeholder or groups

1.1.7 Handling of complaints and remedy

1.1.8 Formal requirements (stage A + B)

COMMUNICATION OF THE POLICY

1.2.1 Publication on the website

1.2.2 Communication to its own employees

1.2.3 Mandates for suppliers and cascading into the supply chains

EMBEDDING THE POLICY IN THE COMPANY

1.3.1 Senior management’s responsibilities (stage A + B)

1.3.2  Internal awareness and expertise (stage A + B)

1.3.3  Incentive structures (stage A + B)

1.3.4 Consideration in decision-making and strategy processes (stage A + B)

@& INFO

INFO all indicators
in this table are linked
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CRITERION 1.1
COMPONENTS OF THE POLICY

Criterion 1.1 contains all the requirements for the components of the
policy. In addition to the components specified by the Green Button,
you are of course free to add other topics relevant to you and your
stakeholders to your policy.

Commitment to international conventions & frameworks (Indicator 1.1.1)

The International Bill of Human Rights as well as the [LO Core Labour Standards and
the rights formulated therein form the basis for the implementation of your human
rights responsibility (Chapter 2, I). Therefore, your policies should explicitly refer to
these rights.

In the area of environmental responsibility and dealing with integrity, there are a
large number of guidelines. Of these, a commitment should be made at least on
(basic) topics such as chemicals management from internationally recognised
frameworks such as ZDHC (Zero Discharge of Hazardous Chemicals). As a minimum,
the OECD Guidelines for Multinational Enterprises, Chapter VII and the OECD
Guidelines for the Garment and Footwear Sector, Module 11 should be selected as the
basis for the commitment to deal with integrity risks.

Commitment to living wages and the use of sustainable materials
(Indicator 1.1.2)

In addition, you are expected to position yourself on textile sector-specific risks and
those that are particularly high in your own supply chain, and to share your compa-
ny’s own declarations on commitments and targets. These are:

1. Responsible procurement and purchasing practices

Your commitment on how you will align your procurement and purchasing practices, so
that they do not contribute to adverse impacts on human rights, the environment and
integrity in textile supply chains. More on this topic in CE 3.

2. Promotion of living wages
Here you outline how you intend to achieve improvements in living wages in line with
your strategy (3.3.3) and what targets you have set to achieve this.

3. Continuously increasing the use of sustainable materials

In the Green Button, sustainable materials include man-made fibres from mostly recycled
raw materials and natural fibres from demonstrably responsible production. The policy
calls for a clear commitment to increasing the relative quantities of these materials, while
good practice would also be a concrete mention of targets and corresponding Key
Performance Indicators (KPIs). For a detailed explanation on the use of KPIs, see
indicator 3.2.4.

> INTRODUCTION > BASIC PRINCIPLES
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Textile Partnership
Guidance “Developing and implement-
ing your own policy”

Business & Human Rights Resource
Centre

Overview of corporate policies on
human rights

UN Global Compact

“A Guide for Business. How to Develop
a human rights policy”.

Shift

Overview of Human Rights Risks
“Internationally Recognized Human
Rights and Examples of How Business
Might Impact Them”

ACT

ACT Purchasing Practices Commitments

(Principles provide guidance, also for
non-ACT members, on characteristics of
responsible purchasing and procurement
practices)

Vaude
Commitment to the promotion of living
wages
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https://www.textilbuendnis.com/en/download/developing-and-implementing-your-own-policy-guidance-en-2022/
https://www.textilbuendnis.com/en/download/developing-and-implementing-your-own-policy-guidance-en-2022/
https://www.business-humanrights.org/en/
https://www.business-humanrights.org/en/
https://www.unglobalcompact.org/library/22
https://www.unglobalcompact.org/library/22
https://www.ungpreporting.org/resources/how-businesses-impact-human-rights/
https://www.ungpreporting.org/resources/how-businesses-impact-human-rights/
https://www.ungpreporting.org/resources/how-businesses-impact-human-rights/
https://www.ungpreporting.org/resources/how-businesses-impact-human-rights/
https://actonlivingwages.com/what-we-do/act-and-purchasing-practices/
https://www.vaude.com/de/de/blog/post/faire-produktion.html
https://www.vaude.com/de/de/blog/post/faire-produktion.html
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Here you outline how you intend to achieve improvements in living wages in line
with your strategy (3.3.3) and what targets you have set for this.

If you have joined an initiative on one of these topics, it is important for your policy
to nevertheless present your commitments as concretely and explicitly as possible.
Not every initiative has conditions and requirements for members that are transpar-
ent, clear and easy for outsiders to understand. Therefore, establish transparency and
report which goals and activities apply to your work. Participation in initiatives is
therefore one way to comply with the due diligence processes according to your risk
profile, but it does not replace your own policy (see also explanations on this under
indicator 3.2.1).

Expectations for suppliers and requirement on subcontracting
(Indicators 1.1.3 and 1.1.4)

Closely linked to the above-mentioned commitments is a presentation of your
expectations for suppliers. This is usually covered by a separate supplier code. This
should at least refer to the OECD sector risks, i.e. those risks that are prevalent in the
garment sector worldwide across product lines and regions (CE 3). According to the
OECD, they include:

I Child labour

I Forced labour

I Discrimination

I Working time/overtime

I Occupational health and safety

I Freedom of association, collective bargaining
I Non-compliance with minimum wage laws
I Lack of living wages

I Corruption, bribery

I Chemicals management

I Water consumption, water pollution

I Greenhouse gas emissions.

It is up to you whether explicit reference is made to the OECD Guidance. What is
relevant above all is that all sector risks are mentioned by name. If you have identified
further risks, such as animal welfare, add these to your code of conduct. Unauthorised
subcontracting increases the risk that your expectations of compliance with stand-
ards will not be met in the factories concerned. At the same time, as a purchasing

company, you must expect to be held responsible for grievances if they are discovered.

Your policy should therefore clearly state your company’s expectations regarding
subcontracting. This may include a blanket ban (on subcontracting) or a requirement
that subcontractors are bound by the same qualification process as your direct
suppliers. In the case of indirect procurement, the policy must address the fact that
importers and/or agents also evaluate the qualification of subcontractors of their
suppliers.
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OECD

OECD Due Diligence Guidance for
Responsible Supply Chains in the
Garment and Footwear Sector

Strategy for subcontracting and other
due diligence processes

(p.39-40, Box 2. Contains recommen-

dations on position on and dealing with

potential subcontractors
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https://read.oecd-ilibrary.org/governance/oecd-due-diligence-guidance-for-responsible-supply-chains-in-the-garment-and-footwear-sector_9789264290587-en#page1
https://read.oecd-ilibrary.org/governance/oecd-due-diligence-guidance-for-responsible-supply-chains-in-the-garment-and-footwear-sector_9789264290587-en#page1
https://read.oecd-ilibrary.org/governance/oecd-due-diligence-guidance-for-responsible-supply-chains-in-the-garment-and-footwear-sector_9789264290587-en#page1
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Commitment to dealing with the most significant risks and listing the due
diligence processes embedded in the company (Indicator 1.1.5)

One of the core pieces of your policy is your commitment to dealing with the most
significant risks. As part of this commitment, you list your most significant risks and
the due diligence measures you have put in place to prevent or mitigate risks. This is
mainly about process descriptions, e.g. on the selection of suppliers and the creation
of incentives (3.1) or the way of cooperating with stakeholders and factories (3.2), and
less about concrete examples of measures. The connections between the results of the
risk analysis (CE 2) and the resulting measures (CE 3) should therefore become clear.

Dealing with vulnerable stakeholders or groups, handling of complaints
and remedy (Indicators 1.1.6 and 1.1.7)

It is important that your public policy statement transparently shows how you engage
and interact with key external stakeholders in the implementation of your due
diligence processes.

These are first and foremost vulnerable stakeholders, i.e. individuals or groups who
are often at higher risk of human rights violations and thus need special protection.
Examples include children, indigenous people, minorities, migrants, people with
disabilities and young workers. Women are disproportionately employed in the textile
industry and are also in a weaker position due to structural gender discrimination in
society. Vulnerable people are therefore often female.

Your risk analysis should provide information on which vulnerable groups in your
supply chain are particularly relevant, what their needs are and at which supply chain
stage they are frequently found. Your policy statement must explicitly mention them
and describe how they will be addressed. A first, fundamental step in asserting
workers’ rights and benefits for all types of workers would be to ensure that all
workers (seasonal or migrant workers, part-time workers, etc.) are provided with a
legally binding, written employment contract. It is also important for an adequate
consideration of particularly vulnerable stakeholders that they receive targeted

support, in order to improve their participation in the workplace among other things.

More on this and the exchange with these groups under CE 2.

Abasic tool for giving potentially affected stakeholders the opportunity to contact
your company are grievance mechanisms. In your policy, you commit yourself to
listen to and process all complaints received by the company. You also describe the
ways in which this can be done and how you as a company act in such cases. Central
to this is the commitment to protect complainants from retaliation, which is usually
expressed at least by a commitment to protect their identity.

Communicating your grievance mechanism in the policy is already the first step
towards its effectiveness that should not be underestimated (CE 5). Here you have the
chance to create a basis for potential users to build understanding and trust in your
processes and follow-up. The clearer and more accessible you make these processes,
and reflect this in your policy, the better.
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Fond of
Corporate Responsibility Booklet

(Presentation and explanation of risks
using a risk matrix, p. 21-24)

John Lewis

Guidance for John Lewis suppliers
- communication with informal sector
workers including homeworkers

Pentland Brands
Child Labour and Young Worker Policy

ASOS

Freedom of Association and Collective
Bargaining Policy
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https://assets.ctfassets.net/6da6x9livy02/2j1WcLPXJai3sh7w4p6q4L/60bf8debcbe79c548dc0f19cde5f13ab/FOND_OF_CR-Booklet_2022.pdf
https://www.ethicaltrade.org/sites/default/files/shared_resources/jl_communicating_with_hws.pdf
https://www.ethicaltrade.org/sites/default/files/shared_resources/jl_communicating_with_hws.pdf
https://www.ethicaltrade.org/sites/default/files/shared_resources/jl_communicating_with_hws.pdf
https://pentlandbrands.com/wp-content/uploads/2018/11/Pentland-Brands-Child-Labour-and-Young-Worker-Policy.pdf
https://www.asosplc.com/fashion-with-integrity/reports-and-policies/
https://www.asosplc.com/fashion-with-integrity/reports-and-policies/
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Formal requirements (Indicator 1.1.8)

Ensure that people from your company with the appropriate expertise prepare the
policy. Here it can also be beneficial to involve several people who cover different areas
(e.g. compliance, purchasing). Also use external expertise to complement your own
knowledge gaps. The knowledge used should be as up-to-date as possible. It is advanta-
geous to at least identify sources internally/list references and also record the year.
Furthermore, it is important that when presenting risks, the connection to one’s own
company and risk profile is always made clear. The policy must be updated annually.

DEVELOPMENT - STEPS TOWARDS STAGE B (INDICATOR 1.1.1)

You (continuously) develop your policy by being aware of ongoing findings and results from your due diligence work,
especially risk analysis, and be prepared to revise and adapt your commitments as necessary. This can be ensured, for
example, by providing for a regular review cycle of your policies and assigning a competent person (or team) with
responsibility for these documents to suggest unscheduled updates or elaborations of positions at relevant times.

STAGE B - PROGRESS AFTER TWO YEARS (REVIEW IN 2\° SURVEILLANCE EVALUATION) (INDICATOR 1.1.1)

Based on your specific (ever-changing) risk profile, you are expected to have assessed whether any additional issues have
arisen beyond the specified sector standards to which you wish to commit yourself. This may include, for example, issues
such as dealing with homework/ manual labour or migrant workers, human rights defenders or certain political contexts. In
addition, the revision should include experiences that you have made in your due diligence work regarding your risks.
Additions are often necessary when a company enters new countries, works with new business partners, economic or
political conditions change or new frameworks are published.

GUIDING QUESTIONS FOR IMPLEMENTATION

What is your company’s mission statement communicated through your public policy statement?

Which target groups do you want to reach through the (different) policies? How can you ensure that these
target groups understand and can apply the content?

How are internationally recognised human rights defined in your policy? Which environmental standards have
you committed to and why? Does this cover environmental risks typical of your production processes? Are the
topics of corruption and bribery sufficiently embedded in the policy?

How are the most important findings of your risk analysis and the identified fields of action presented? To what
extent are vulnerable groups and their needs addressed?

- Stage B: What additional or more recent information can you add to indicate findings or progress from your
due diligence work?

Can internal and external stakeholders understand your expectations and established due diligence processes
on each of the required topics?

How clear is your company’s supply chain policy? Is your position on subcontracting and how to deal with it
clear to business partners?

Who might be potential users of your grievance mechanisms? Is the presentation of grievance channels in the
policy clear enough for these stakeholders to understand, feel addressed and trust that their complaints would
be handled responsibly and with confidence?
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Printout or link to the policies available on the company’s website, regardless of the
specific title, for example:

POSSIBLE
PROOF

I Corporate values and goals
I Topic-specific policies, guidelines or directives
- Summary, e.g. on environment, integrity, social aspects, sustainable textiles

- Topic-specific, e.g. on human rights, chemicals, sustainable fibres, responsible
recruitment, corruption

I Code of conduct for suppliers
I Code of conduct regarding the actions of one’s own company, code of ethics
I Statement, commitment

I Concrete instructions for the company’s own staff or suppliers

Updating
I Dating documents/updating documents or entries

I Process description of the update, for example via meeting minutes, documentation of
review and feedback processes

I Document comparison between current and previous policy statement, version
numbering

Consultation of internal and external expert sources
(also informally through correspondence)

I Process description, also via meeting minutes, documentation of review and feedback
processes
I Linking sources within the policy documents

I List of publications used or minutes of discussions with internal or external experts (if
possible, including the year)
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CRITERION 1.2
COMMUNICATION OF THE POLICY

This criterion sets requirements for how the policy is to be communicated
and made available to relevant stakeholders. If these communication
processes are effective, a foundation has been laid for the acceptance of
responsibility by these stakeholders.

Publication on the website, communication to its own employees and
mandates for suppliers and cascading into the supply chains ¥ ASSISTANCE
(Indicators 1.2.1 - 1.2.3) —

Hessnatur
The policy is understood to be one or more separate policies or documents, which Website und and detailed social impact
may have different titles. It is important that all relevant policies are made publicly report

available on the company website. In addition, relevant parts must be communicated
to the respective target groups, so that they know the company’s expectations and Website and summary of the
thus what they should implement. For the company’s own employees, the informa- sustainability report

tion should be provided in the local language or English. It is good and established

practice to explain the policy to new colleagues during induction or as part of

training or intranet communication initiatives.

Brands Fashion

For direct suppliers, the requirements relevant to them must be made mandatory and
made available/communicated at least in English. This is made clear by signing the
relevant document, often as part of further contractual conditions. The obligation
cannot be made verbally. It is also not sufficient to refer to existing certifications in
the supply chain during the audit. Cascading into the deeper supply chains should be
achieved by requiring suppliers to share the requirements with their suppliers. Here,
proof that the requirement has been made mandatory is sufficient for the Green
Button; the concrete implementation by the (sub)supplier does not need to be
documented. In the case of indirect procurement, agents or importers must make the
requirements mandatory for their direct suppliers.

GUIDING QUESTIONS FOR IMPLEMENTATION

- Which of your company’s existing communication channels can you use to communicate the contents of your
policies to specific target groups?

- Isit clear to all stakeholders what their responsibilities are for implementing requirements? Are suppliers clear
about their responsibility to cascade requirements?

- How do you structure your company website to make it as easy as possible for interested internal or external
stakeholders to get an overview of your company’s relevant policies?

- How do you ensure that the policy reflects the findings and developments in your risk profile over time?
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Communication of the documents

I Availability of the policies in the relevant language (e.g. on the website, on the intranet,
via notices in the break room, newsletters, training on the topic, when recruiting new
employees).

I Signed supplier code
I Contract documents to which policies are attached

I Signature lists confirming receipt and acceptance of policies

CRITERION 1.3
EMBEDDING THE POLICY IN THE COMPANY

The following requirements aim to ensure that your company adequately
allocates responsibilities, incentive structures, resources and
competencies to implement corporate diligence in accordance with its
policy statement. The requirements explained below refer to the topics
covered in the policy statement (criterion 1.1).

Senior management’s responsibilities (Indicator 1.3.1)

The formal adoption of the policy by senior management is followed by the
operational implementation in the company. This is expressed by management
defining responsibilities for the fulfilment of corporate due diligence, at least for the
functional areas of sustainability, purchasing, procurement, design, product
development, human resources, and compliance. The exact design of this can vary
greatly between companies and depends on many factors, including their size and
business philosophy.

For small companies, and those that have already established sustainability as a
fundamental part of their strategy, responsibility for human rights and/or the
environment is often directly integrated into functional areas of the core business.
Larger companies and those that have only later assumed greater responsibility for
sustainability issues tend to work through specific sustainability or human rights
departments or teams. Especially in the second case, it is important for senior
management to define how the steering and processes of corporate due diligence
should work, i.e. what the governance structures look like: Which departments
implement the work on which topics? Do project or working groups need to be
initiated? Who reports to whom? Should there be a cross-functional steering
function?
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BMZ Studie

Practical implementation of human
rights due diligence in 10 companies

(cross-sectoral and especially relevant
for large companies, contains one
presentation per company example on
the topic of “organisational embedding”)

Vaude
Website

(Representation of the diverse and
cross-functional team working on
sustainability)

UN Global Compact

Decent Work Toolkit for Sustainable
Procurement - Tool 3 “Buyer KPIs”

Sector-independent, contains sugges-
tions for performance indicators for
buyers/purchasing functions
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DEVELOPMENT - STEPS TOWARDS STAGE B

The following is about tracking the decisions made by senior management in the broad sense (for example, policy, assign-
ment of responsibilities to functions) in the ongoing processes of your company. Ensure that the topic of implementing
corporate due diligence is regularly discussed by senior management in the future. This means, for example, that functional
departments already develop information formats to inform senior management on an aggregated level about their work
results, developments and challenges. Ensure that the topic is placed on appropriate agendas.

For senior management itself, targets should be developed through which an assessment of your leadership in terms of
corporate due diligence can be made in the future. Existing approaches to performance evaluations, which often focus
more narrowly on commercial success, such as market share or growth, must therefore be reviewed at an early stage and
adapted if necessary.

STAGE B - PROGRESS AFTER TWO YEARS

The goal is that a due diligence process has now been established, which senior management discusses regularly, i.e. at
least every 12 months, in order to evaluate progress with regard to implementation. The following starting points, for
example, are suitable for considering progress:

- Past and new findings from the risk analysis and measures based on them

- Effectiveness of prevention and mitigation measures on most significant risks or adverse impacts
(Criterion 3.2 and 5.2.5)

- the informative value of your risk analysis and contribution to the reduction of actual impacts

For an appointed senior management team - if this applies to your company - (adjusted) performance evaluations must
apply after two years, so that, for example, progress against set sustainability targets is assessed. The exact form of this
varies greatly depending on the company context, so here are just a few examples of topics:

- Success in developing alternative procurement markets for sustainable materials
- Introduction of product or technology innovations that reduce adverse environmental impacts and are business-ready
- Development and implementation of specific prevention measures to address the most significant risks

- Establish effective strategic partnerships with external stakeholders on environmental, human rights and integrity risk
issues

- De-escalation of conflicts with critical civil society by initiating effective dialogue processes

= Public recognition in relevant forums/member initiatives/etc. for progress in sustainability

In addition, targets and KPIs have been developed that relate to implementation measurement in the company: All
functions that have been assigned responsibility for due diligence work now have specific targets and KPIs that are
intended to make improvement in implementation measurable (CE 3). This is important because it gives employees clarity
on what goals and expectations are linked to their role. For example, corporate due diligence could be recognised as a
fundamental part of their work, working time and professional development (here a close link to 1.3.3 “Incentive struc-
tures”) to create legitimacy of certain actions and motivation. In addition, the definition of targets and indicators allows
work to be operationalised and checked in the process to see if progress is being made.
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Success indicators for employees in purchasing
- Number of visits to production sites by buyers

- Number of internal cross-functional conversations on dilemmas between commer-
cial and sustainability goals

- Number of trainings and exchanges with business partners on requirements of the
policy (especially those that business partners respond to with positive feedback
and find helpful).

- Changes in purchasing practices due to negative feedback from suppliersQuelle: UN
Source: UN Global Compact, Decent Work Toolkit for Sustainable Procurement (Tool 3, “Buyer KPIs”

Internal awareness and expertise (Indicator 1.3.2)

Following the transfer of responsibility to the functions, employees responsible in
these (and possibly other) areas must know the requirements of corporate due
diligence for their own company and business partners and have the necessary
knowledge to implement them in practice. Above all, the expertise required for
implementation will differ from function to function. As a company, you build up this
knowledge through targeted recruitment or by offering appropriate training and
further education measures for existing staff.

DEVELOPMENT - STEPS TOWARDS STAGE B

During the implementation of your due diligence tasks, you become aware of the topics for which there are still knowledge
gaps and where targeted resources or competencies need to be built up. Your task is to always keep an eye on and develop

an understanding of where there is a corresponding need for development and training for your staff.

STAGE B - PROGRESS AFTER TWO YEARS

You are expected to have identified training needs and provided training in response.

Incentive structures (Indicator 1.3.3)

In order to support the implementation of corporate due diligence, incentive
structures must be in place in the company that encourage employees to act in
accordance with the policy, or do not stand in the way of this. Examples of
financial incentives can be bonuses, salary increases and rewards. However, it does
not have to be the ’classic’ target agreement that is rewarded in monetary terms.
Non-financial incentives are also recognised under this indicator. These include
training programmes, visiting producers with the aim of raising awareness, e.g.
among purchasers, ideas competitions, feedback discussions on commitment in
the area of sustainability, the provision of time for socio-ecological commitment
and much more.
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First of all, the Green Button expects you to have checked your existing system to
see whether it sets the right incentives and where there is a need for improvement.
A particularly important tool in this regard is the performance and development
expectations for employees (see also Senior management’s responsibilities Stage B
above). An adequate result of the assessment could also reveal at stage A that no
incentive structures are in place.

DEVELOPMENT - STEPS TOWARDS STAGE B

The next step is to plan how to redesign or implement the incentive system so that it is actually targeted and effective.

This often involves lengthy processes and exchanges with different stakeholders in your company. Very often, the
human resources department will need to be involved, and an extraordinary project may be necessary. This depends

on the size of your company, the complexity of your organisation, but also on the nature of the gaps you have
identified. It is certainly advisable to set out as soon as possible and make a plan.

STAGE B - PROGRESS AFTER TWO YEARS

Incentive and reward systems must now be adapted and effective, at least for the company’s own employees and decision-

makers in the functional areas of purchasing, procurement, product development, compliance and design. To ensure that

they have the desired effect, it is useful to evaluate how these (new) incentives have affected the behaviour, i.e. the work, of

the employees.

Consideration in decision-making and strategy processes (Indicator 1.3.4)

Finally, it is the responsibility of the company’s senior management to ensure that
findings from the exercise of corporate due diligence are also included in deci-
sion-making processes throughout the company. In particular, the results of the risk
analysis and prioritisation, as well as the identified adverse impacts on human rights,
the environment and integrity are important here.

Relevant decision-making processes are initially at least:

I the development of a new procurement/production country.
I leaving an existing procurement/production country.

I the production development strategy

For example, a potential procurement country is expected to undergo the same risk
analysis process as described in CE 2. Details that cannot be accurately assessed (e.g.
likelihood) because business relationships are not yet established should be modelled
accordingly or different scenarios considered. Any approximation and understanding
of potential risks is important. The identified risks should be shared and discussed at
an early stage with all persons involved in the business decision.

For example, they could consider how the selection of partners and production
companies in a country with a high refugee population would have to be designed in
order to reduce the risk of exploitation. Or how material procurement should be
organised in a country with state-regulated commodity markets that are known for
corruption and lack of transparency. Regarding the product development strategy, it
is important to consider how the results of the risk analysis should be integrated.
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It may be possible to increase circularity r by incorporating new materials, thereby
contributing to the reduction of resources and greenhouse gases. It must be demon-
strable for the Green Button on the basis of which information and with which
justification the decision was made, if necessary also despite existing risks. It should
also be comprehensible which consequences are derived for dealing with the new
procurement country.

DEVELOPMENT - STEPS TOWARDS STAGE B

In the future, it is expected that the above-mentioned analysis results will also be taken into account in the basic procure-
ment and purchasing. The procurement strategy is about, for example, your sourcing model (indirect/direct), supplier
selection criteria, strategic procurement objectives on issues such as climate, quality, growth, etc. The adaptation of these
strategies will be very different in each company, but can be a lengthy process for which sufficient time resources should be
earmarked.

STAGE B - PROGRESS AFTER TWO YEARS

It is expected that the aforementioned results are now part of the product development strategy as well as the procure-
ment and purchasing strategy. This is reflected in the fact that in relevant discussions and decisions, the (potential) impacts
22 on human rights, the environment or integrity are indeed part of the discussion and a criterion in decision-making.

EXAMPLE

Product development, Patagonia

As one of the industry’s pioneers in sustainable materials, the company’s website gives
an insight into how it has systematically developed the components of its garments
over time, including from the use of virgin polyester to recycled material. It describes

- The importance and adverse environmental impacts of virgin material production,
including dependence on oil, waste, greenhouse gases.

- Business significance, properties and use of the material in its own products

- Current share of recycled polyester in total material, use in products and associated
improvements in climate impact

- Development approach: Evaluation of further sources of recycled material and use
of new production technologies

Source: Patagonia Website Recyceltes Polyester
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GUIDING QUESTIONS FOR IMPLEMENTATION

- How clearly are the responsibilities for implementing corporate due diligence processes distributed? Are there

any gaps or issues for which no one takes responsibility? How is the extent to which internal actors fulfil their
responsibilities measured?

- What processes and tools ensure that business decisions are made in line with sustainability commitments?

- Stage B: What processes support the implementation of corporate due diligence in fundamental strategic
decisions? How have they been designed to address adverse impacts?

- How is it ensured that the responsible persons have the necessary (decision-making) competencies to imple-
ment their responsibilities?

- Stage B: What gaps in terms of resources and competencies have there been in the implementation so far
and how have you responded to fill them?

- How are your employees informed and trained about policies and their responsibilities? How do you provide
training to ensure that the content is relevant to employees in different functions?

- What incentives exist for employees to continuously improve the implementation of corporate due diligence?
What are the potential conflicts and dilemmas

- Stage B: How does the incentive and reward system now support behaviour in line with your policy?

Presentation of responsibilities

POSSIBLE
PROOF

I Signature of at least one managing director/board member

3]

I Publication of the policies on behalf of senior management; record of senior manage-
ment’s approval of the policy (e.g. in a management meeting).

I Organisation chart with allocation of responsibilities, job description of functions/
teams, minutes of relevant meetings (of the team, committee etc.)

Awareness and expertise

I Training materials and formats, both general for all employees and specific for certain
functions/departments (e.g. videos, presentations, screenshots, meeting minutes).
I Onboarding documents/materials for new employees

I Selection criteria or similar in recruitment, job advertisements, regarding expertise on
the implementation of corporate due diligence and identification of grievances
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Incentive and reward system

POSSIBLE
PROOF

I Minutes of meetings in which the progress of the due diligence processes was
discussed

I Contractual agreements on incentives/rewards and presentation of management
performance evaluations

I KPI to measure the implementation of the due diligence processes for the respective
functions

Decision-making and strategy processes

I Documentation of the product development strategy as well as the procurement and
purchasing strategy

I Internal minutes (e.g. of relevant team meetings)

I Policies on how to proceed when entering a new or leaving an existing procurement/
production country.

I Documentation on trade-off decisions, for example on a possible new procurement
country with low prices but high risks

I Documentation of cancellations/changes of orders including the internal/communi-
cated reasoning
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CORE ELEMENT 2
ANALYSIS AND PRIORITISATION OF RISKS
AND ADVERSE IMPACTS

Expectations of companies

Your company is expected to regularly and systematically identify the risks related to human rights, the environment and the
integrity of your business in textile manufacturing or throughout your supply chains. The risks identified must be prioritised
by you, taking into account the likelihood and severity of potential harm to people or the environment. The goal is therefore
not to identify your own business risks, i.e. reputational, financial or legal risks. Rather, the aim is to determine how your own
business activities and all related processes affect people’s rights, the environment and integrity. This applies in particular to
procurement and purchasing processes.

The Green Button sometimes requires specific activities from you in order to adequately assess a risk. This is the case, for
example, with the question of living wages. Here you are required to carry out a wage gap analysis with selected suppliers.
This is the starting point for further strategic considerations to close these gaps (CE 3).

On certain occasions, such as specific indications or grievances, you are required to identify your actual adverse impacts. To
do this, you need to contact potentially affected stakeholders and/or their representatives and get their perspectives.

Depth of the obligation to provide proof

Here, the Green Button first differentiates between the precise representation of your supplier structures in a mapping and
the actual risk analysis. While detailed knowledge of supplier companies is initially only required for manufacturing and wet
process steps (after two years then also at the level of textile and yarn production as well as aggregated for raw material
extraction), the basic risk analysis must cover all textile supply chains from the outset (excl. ingredients and accessories). This
therefore includes all production activities across all procurement countries up to the raw material origin. The wage gap
analysis must be carried out at the level of manufacturing in risk countries and for high-risk suppliers.

Embedding in the corporate due diligence process

Systematic processes for identifying risks and impacts are a fundamental core process of corporate due diligence. By continu-
ously assessing and prioritising risks and identifying actual impacts, you create the necessary basis for effective and targeted
measures to prevent, mitigate and, if necessary, remedy adverse impacts on human rights and the environment.

Understanding your corporate risk profile (see also below) and your actual impacts on the ground is also the basis for formu-
lating your own goals and expectations in the policy. You also refer to the risk analysis and identification of adverse impacts
in your public communication on the implementation of your due diligence processes. In the Green Button, the risk-based
approach is also made clear by the fact that at various points your (current) risk countries, high-risk suppliers and high-risk
materials are explicitly addressed and higher expectations of due diligence are placed on you here.
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INTERACTION OF RISK AND ADVERSE IMPACT
ANALYSIS WITH OTHER CORE ELEMENTS

CE1: POLICY ON RESPONSIBLE

BUSINESS CONDUCT
Provides insights
for the policy
Evidence of actual impacts serves as a source of
ANALYSIS AND PRIORITISATION

information for risk assessment

> OF RISKS AND ADVERSE IMPACTS
d
N

Sets the focus (high-risk countries and suppliers)

CES5: GRIEVANCE
MECHANISMS AND REMEDY Actual effects and measures
// Is the basis for deriving ’g; ;Ziieoiigiégjse the probability

s

Provides insights for measures according to the
everity and probability of The evaluation of risks is

occurrence of priori-tised risks. influenced by insights and

7/ ? assessment of effectiveness.
é - @

CE4: PUBLIC REPORTING J CE3: PREVENTION
AND COMMUNICATION AND MITIGATION
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OVERVIEW OF THE RELEVANT GREEN BUTTON CE/2
INDICATORS

ANALYSIS AND PRIORITISATION OF RISKS

2.1.1 Mapping of the company’s own textile supply chain (stage A + B)

2.1.2 Country, sector, and specific material and product risks

2.1.3 Vulnerable stakeholders and groups
2.1.4 Assessment of the likelihood
2.1.5 Prioritisation of risks

2.1.6 Formal requirements (stage A + B)

ANALYSIS OF ADVERSE IMPACTS

2.2.1 Analysis of the company’s own adverse impacts

2.2.2 Formal requirements (stage A + B)

BUSINESS AND PROCUREMENT MODEL AND LIVING WAGES

2.3.1 Risk factors related to the business and procurement model (stage A + B)

2.3.2  Wage gap analysis (stage A + B)

@& INFO

INFO All indicators in this
table are linked
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CRITERION 2.1
ANALYSIS AND PRIORITISATION
OF RISKS

This criterion includes basic requirements on how you should analyse

human rights, environmental and integrity risks (“risks”) along your supply

chains. If you have your own production facilities, these are also included
in the analysis.

Mapping of the company’s own textile supply chains (Indicator 2.1.1)

Creating internal transparency about how your supply chain is set up and which
producers are involved in the deeper supply chain is a fundamental requirement for
timplementing corporate due diligence obligations. Especially for the identification
and assessment of risks, you are expected to have detailed knowledge of your suppli-
ers and their employees, starting with manufacturing and wet processes.

The information shall include at least

I Location

I Production types or categories (production stages)
I Parent company

I Product types

I Number of employees

I Type of workers’ representation

There will certainly be data gaps or inconsistencies in the implementation reality.
Where this is the case, you should be able to justify gaps and document what efforts
you have made so far to close these gaps.

When collecting data, it is advisable to first build on and reflect on existing
exchange processes:
I Where can already established data queries with suppliers be supplemented?
I How can other existing formats such as audits be used to gather the above and other
helpful information?

I How can different queries complement each other to improve the quality of the data?

On the quality and validity of information: Information from audit reports on
workers’ representation should be treated with caution - it is therefore advisable to
verify this information during the next factory training or discussion with the
supplier or the representatives themselves.
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Green Button
Risk analysis template

(Excel-based tool to carry out your own
risk analysis)

Textiles Partnership
Handout

(Guidance for carrying out a risk analysis
in the textile sector)

OECD

OECD Due Diligence Guidance for
Responsible Supply Chains in the
Garment and Footwear Industry

(Information on sector risks, p. 47)

>CE2 >CE3 >CE4 >CE5 > GLOSSARY


https://vergabestelle.gruener-knopf.de/user/login
https://www.textilbuendnis.com/download/risikoanalyse/
https://www.oecd-ilibrary.org/governance/oecd-due-diligence-guidance-for-responsible-supply-chains-in-the-garment-and-footwear-sector_9789264290587-en
https://www.oecd-ilibrary.org/governance/oecd-due-diligence-guidance-for-responsible-supply-chains-in-the-garment-and-footwear-sector_9789264290587-en
https://www.oecd-ilibrary.org/governance/oecd-due-diligence-guidance-for-responsible-supply-chains-in-the-garment-and-footwear-sector_9789264290587-en

00770

GUIDE: CORPORATE DUE DILIGENCE PROCESSES // GREEN BUTTON Core Element 2 / Risk Analysis

Then, develop a plan on how best to fill the gaps in the future. It should become clear
which information should be obtained and how, and who is responsible for it. Also
base appropriate decisions on the results of the risk analysis: For which (most severe)
risks do you still lack information on suppliers?

The following figure gives you an overview of the recommended contents of the
action plan. You can present the measures in a stand-alone document or also record
them in writing in other strategy documents, roadmaps or plans.

Possible building blocks:

- Goal/needs in alignment with the results of the risk analysis
- Required information or open questions

- Planned activities/measures to obtain information

- Responsible person(s)

- Other stakeholders (internal and external) and their roles

- Timeline

- If applicable, dependencies on other activities/measures

Also pay attention to how you record the amounts of information well internally so
that they are easily available and manageable for the following analyses. A supplier
database offers the possibility to systematically enter and use data across departments.
You can use specific support services such as the Green Button’s risk analysis template
to simplify the documentation of your suppliers and your risk profile. This can be
done as a stand-alone tool or in conjunction with your company’s internal tools.

DEVELOPMENT - STEPS TOWARDS STAGE B

Together with your suppliers, you need to gradually build up further transparency about your supply chain. Document your
efforts, especially where information gathering is difficult and gaps appear. Furthermore, it is now important to continue to
work meaningfully with the deeper knowledge of your supply chain and to take it into account in your risk analysis.

STAGE B - PROGRESS AFTER TWO YEARS

After two years, you are expected to have collected the above information as far as possible also at least for suppliers at the
level of textile and yarn production. For your textile raw materials, it is sufficient if you know the country and region of
origin.

Also at stage B and also in relation to the deeper supply chain, you must be able to justify any data gaps and demonstrate
the efforts you have made. Furthermore, you should have completed your risk analysis based on new supply chain informa-
tion and outline where you need further data in the future to better understand risks and impacts. This may mean that in
addition to the above data points from suppliers, you would also like to collect information on their recruitment approach,
on the number of migrant workers or on production technologies used. Another example would be that you want to know

I more about the origin and cultivation methods of raw materials. You are expected to set up an action plan for these new
information targets.
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Country, sector, and specific material and product risks
(Indicator 2.1.2)

The first step in conducting a risk analysis is to highlight what risks to people and the
environment occur in your textile supply chain or production.

1. What risks need to be analysed?

At a minimum, your company should consider the OECD sector risks, which are risks
that experts in the garment sector say can occur globally across product lines and
regions to people or the environment (see also Introduction and CE 1). This is not an
exhaustive or universal list of the risks that may exist.

In practice, each company has an individual risk profile depending on its own field of
activity, size, and structures (see box below). Thus, certain materials, procurement
countries or products may be associated with additional, specific and less common
risks. Therefore, you should supplement the given list with topics that are additionally
relevant specifically for your context.

Examples of further risks are the disregard of land rights of local populations in
cultivation/production areas, the threat to physical integrity through the use of
violent security forces on factory premises, the suppression of workers’ freedom of
expression by state actors.

It can also sometimes be helpful to further specify certain sector risks and look at
them separately in more detail. Examples of this would be more specific health risks
such as those caused by the coronavirus, the risk of death due to a lack of road and
transport safety in logistics, forced labour risks through temporary employment
agencies, precarious working conditions among homeworkers, etc.

FOCUS: RISK PROFILE

The risk profile of a company is composed of various information on the size and
structure of a company, its product portfolio, and type of business relationships. It shows
to what extent these characteristics are or can be associated with human rights, environ-
mental, or integrity risks. The more complex a company’s own business and procurement
model and supply chains are, the more effort is required to obtain a differentiated picture
of its own risks and existing processes for dealing with these risks. Your risk profile is
unique and dynamic, i.e. it can change over time, which is taken into account by regularly
updating your risk analysis.

Basic information on one’s own risk profile to help prepare the risk analysis

- List of current and, if applicable, planned procurement countries and suppliers in the
respective country. This includes upstream suppliers contracted through business
partners.

- Average length of business relationships

- Average capacity utilisation of producers

- Procurement volumes per country and - if available - supply chain level
- Product overview and list of materials used

- Business and procurement model of one’s own company
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External sources on country-
specific risks

- CSRRisk Tool (e.g. MVO Risk
Checker)

- FWEF Country Reports

- US State Department Country
Reports on Human Rights Practices

- Indices and rankings

- Reports by civil society or
governmental organisations (e.g. ILO,
WHO, UNICEF, Clean Clothes
Campaign, IndustriAll, local trade
unions)

Sources on product-
or material-specific risks

Common Objective
(Website with information on materials

and sustainable alternatives)
Textiles Partnership
Various factsheets
ChemSec

Chemical Management Guide for
textiles
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2. In which countries and regions do the risks occur?

When analysing the political, legal, and socio-economic conditions in your manufac-
turing or procurement countries, the aim is to understand in which countries or
regions which risks to people and the environment typically and currently occur.

A high proportion of migrant workers in a region can, for example, lead to increased
risks of child labour, forced labour, or discrimination for those affected. Freedom of
association is made difficult by law in some countries. Accordingly, challenges to
freedom of association or the right to collective bargaining may arise in your supplier
facilities.

For this first rough analysis at country level, there are a variety of helpful and inform-
ative sources/tools available (see resources on the right).

In order to avoid duplications in the presentation of risks, it can be useful to already
address material/product-specific risks (see below) in the context of country-specific
risks, which can occur in the respective production step in a country. If you do not
(yet) have any information on supplier locations and thus country contexts from your
mapping, risks can also only be analysed in relation to materials/production steps.

3. What risks are specifically associated with your materials or products?

In addition to the country-level analysis, it is important to understand whether
specific risks are related to materials you use or specific production process require-
ments.

The so-called material-specific risks are often about environmental impacts, but also
about certain social problems and working conditions in the extraction of raw
materials. Materials are usually divided into natural fibres, fibres of animal origin,
cellulose-based regenerated fibres and synthetic man-made fibres. This grouping of
fibres can thus also be used for the risk analysis of materials for the Green Button.
Ingredients and accessories do not have to be taken into account.

Material-specific risks can also differ depending on the country context. A good
example here is the risk of child labour on cotton fields, which is fundamentally
different in countries such as the USA, India, or Turkey. The risk of illegal deforesta-
tion in connection with the production of viscose can also differ greatly from country
to country.

Product-specific risks linked to a production process of a particular product can
affect the environment as well as people. Examples include dyeing processes, which
often use harmful dyes and chemicals. These can endanger workers’ health if used
improperly. If improperly disposed of, they also contaminate groundwater and rivers,
exposing not only workers but also neighbouring local communities to health risks.
Another well-known example is the finishing of jeans. Sandblasting is often used to
create a“used look”, which poses significant risks of lung and respiratory problems for
workers.

It should be clearly emphasised at this point that in view of the large amount of
information, not too many resources are invested in this first step of desk research.
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External stakeholders as well as the Green Button do not expect a scientific, perfected,
and complete presentation of the potential risks. Rather, based on a solid understand-
ing of risk issues at the required supply chain stages, it is important to soon move
towards assessing and deriving next steps, because the focus of your work should be
on responding to risks.

Vulnerable stakeholders and groups (Indicator 2.1.3)

In order to understand and assess risks comprehensively, it is necessary to identify
(groups of) people who are particularly exposed to these risks. Vulnerable groups have
already been described in CE1, as they should be identified in your policy based on
your risk analysis. In order to be able to develop effective prevention measures
tailored to vulnerable stakeholders following the risk analysis, it is essential to already
consider the needs of these groups in the risk analysis and to establish this as an
integral part of your approach.

FOCUS: VULNERABLE GROUPS AND AFFECTED STAKEHOLDERS

Who are typically affected or vulnerable groups?
- Trade unionists

- Migrant workers

- Home workers

- Illiterate people

- Workers in rural areas or special economic zones

- Children

- (Young) women

- Seasonal workers

- Prison inmates

- People with different identities and sexual orientations (LGBTQI)

- Otherwise marginalised groups

What is meant by needs?

Needs in the context of the Green Button are understood as concrete needs of vulnera-
ble groups in their living or working environment. By paying attention to these needs,
you work to counteract the risk of harming them or being involved in the harm. In the
case of harm that has already occurred (see Adverse impact), needs would be the
changes that are necessary from the point of view of the vulnerable groups in order for
their situation to improve again.

In part, the needs initially seem to arise directly from the risk context itself and are
obvious to outsiders. Harmful factory effluents into surrounding rivers require proper
treatment and disposal, a wage below subsistence level requires a wage increase,
discrimination against minorities when recruiting staff or determining contract modali-
ties requires fair processes and complaints bodies. Note that the female workforce/
women in particular are vulnerable to discrimination on the basis of working from home,
part-time, migration background or similar. For this reason, the issuance of binding,
written employment contracts including fringe benefits to all workers is needed to
ensure the protection of labour rights for all women workers. However, it is essential
that you clarify and supplement such an initial, sweeping picture as part of your risk
analysis (and identification of actual impacts) by obtaining the perspectives of affected
stakeholders at an early stage and on an ongoing basis.
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Guidelines for dialogue with various
stakeholder groups

SHIFT

Bringing a Human Rights lense to
Stakeholder Engagement

BSR

Five-Step Approach to Stakeholder
Engagement

DCGN & twentyfifty

Stakeholder Beteiligung bei der
Erfiillung der menschenrechtlichen
Sorgfaltspflicht

(German; especially page 39 ff.
on challenges)

Fair Wear Foundation
Audit Manual

(Guidelines for interviews with workers,
p. 30 ff.)

Business & Human Rights Ressource
Centre et al.

Hearing the human

(Briefing highlighting the importance of
engagement with rights holders in the
context of human rights due diligence.
Content from this can help with your
internal persuasion and planning. Not
textile specific.)

Partnership for Sustainable Textiles

Guidance Document on Due Diligence,
Social Audits and Gender-Based
Violence and Harassment
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POSSIBLE NEEDS OF HOMEWORKERS

Vulnerable group Possible Possible types of Protection through
and context needs representation ILO- Home
Homeworkers in informal, = Knowledge of their rights Local non-governmental organi- ILO 177 Home Work Convention
precarious employment and contact persons/griev- sations (NGOs), authors of social - Article 4 (2) on equal treatment and its promotion
relationships ance mechanisms, stabili- studies, lawyers who advocate for - Article 7 on safety and health at work
sation of employment, pre- the rights of homeworkers. - Article 8 on the involvement of intermediaries
dictability of work and wage
income, etc.

In a next step, it is then important to also seriously consider these perspectives when
designing measures in order to actually carry out your due diligence work in the interest
of these people.Also note that especially political unrest and conflicts in production
countries can quickly affect the situation of people on the ground and (new) vulnerable
groups can emerge or needs change. It is therefore important to analyse who is affected
by risks and how the situation on the ground affects them. Hence, should one of your
sourcing countries enter into armed conflict and therefore become a high risk area, you
should, beyond reassessing vulnerable groups, in principle adhere to and commit to
humanitarian law (Geneva Convention Relative to the Protection of Civilian Persons in
Time of War; Fourth Geneva Convention).

As you are not usually in direct contact with these people (especially at the level of the
risk analysis), needs can be identified through good research and interaction with
legitimate representatives. It can be helpful for your company to be aware of what
organisations and contacts exist that you can consult. Proactively making an overview of
who this can be in different supply chain contexts and for prominent risk issues will help
you prepare and engage in proactive exchange. However, it is always important to
critically question in individual cases whether a representative is actually legitimate, i.e.
whether they credibly and authentically represent the needs and realities of a group.
Legitimate representation includes workers’ representatives in the direct organisational
context, for example democratically elected representatives within the factory. There are
also a number of possible external representatives.

Who are typical external (local) representatives of affected stakeholders?
- (Local) civil society organisations

- Local or international trade unions

- Freely elected representatives of local communities or indigenous groups
- Activists, lawyers, and other human rights defenders

- Specialised journalists

- (Local) government organisations

Other external experts

These are not to be understood as direct legitimate representatives, but can often assist
with referrals to them or understanding needs

- Multi-stakeholder and corporate initiatives

- Other experts (specialised consultancies, institutes, etc.)
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What are approaches to engagement with these representatives?

The design of the consultations can be very different and case-dependent. It often
requires good preparation, for which your company should seek sufficient time and, if
necessary, further support. You will find important assistance on the right and some
basic guiding ideas below:

- Proactively approach stakeholders and plan exchanges. This should take place
regularly and along different due diligence tasks, starting with the analysis of risks. It
is not about crisis management, but about continuity (see below).

- Take linguistic and cultural differences into account.

- Ensure that any existing power imbalances are minimised, e.g. by choosing appropri-
ate communication formats and, if necessary, moderators.

- Communicate clearly and transparently (within your organisation and externally to
the consultation partner) about the nature, process, and objectives of the exchange
and what will happen to the results.

- Ensure that potentially affected stakeholders are not exposed to further risks or acute
dangers in any way as a result of the exchange.

- Ensure that information e.g. on grievances is kept confidential and that informants
are protected from reprisals. Cases of reprisals such as intimidation, stigmatisation,
death threats, violence, extrajudicial arrests, abductions are unfortunately docu-
mented in overwhelming numbers, often in relation to land rights and infrastructure
projects in other sectors, but certainly also in textile supply chain contexts. The
protection of personal data and, if desired, anonymity should always be ensured when
interacting with relevant persons. It is also good practice to develop and publicly
communicate such a zero-tolerance approach to reprisals against human rights
defenders.

- Enter into the exchange with openness and an expectation of learning. It is central to
meaningful and effective dialogue that you actually take into account shared informa-
tion in shaping actions and decisions. Also be prepared that new and unexpected
issues may be brought up that can be very relevant to the exercise of your due
diligence (Example: a roundtable on chemicals management unexpectedly brings up
the issue of gender discrimination or problematic purchasing practices).

For which Green Button indicators is the consideration of vulnerable groups or
affected stakeholders particularly relevant?

As mentioned above, the exchange with representatives und die Beriicksichtigung ihrer
Interessen is necessary on a regular and continuous basis. This is specifically addressed
in the following indicators:

- 1.1.6 Dealing with vulnerable stakeholders or groups

- 2.1.3 Vulnerable stakeholders and groups

- 2.1.6 Formal requirements

- 3.2.1 Cooperation with external stakeholders

- 3.2.3 Support for suppliers

- 4.2.6 Involvement of external stakeholders and potentially affected stakeholders
- 5.1.4 Formal requirements [for grievance mechanisms]

- 5.2.4 Formal requirements [for remedy and remediation]
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Assessment of the likelihood (Indicator 2.1.4)

You now have an understanding of the potential human rights, environmental, and
integrity risks in your supply chain. The next step is to evaluate how different factors
in your supply chain context could increase or mitigate the occurrence of these risks.

These are the factors you need to consider:

I your own business model and/or purchasing and procurement practices (2.3.1)
I procurement model (2.3.1)

I already existing prevention or mitigation processes (CE 3)

In order to assess how your company’s business model and related procurement
practices specifically impact risks, you need to better understand the links between
these practices and risk issues. This requirement is described in 2.3.1. You now look at
the results of your analysis in terms of the likelihood of risks and assess whether risks
are more likely to occur as a result of the factors or less likely.

Existing mitigation measures should also be taken into account when assessing the
likelihoodof risks .

Examples of mitigation measures include training, targeted measures in multi-stake-
holder partnerships, incentives to implement social and environmental standards or
advisory services for suppliers.

Assessing these existing processes and systems is an important part of your risk
analysis, including for the Green Button. It is important not just to list the existing
measures, but to realistically assess their effectiveness. This means being able to track
and prove as well as possible what contribution they actually make to mitigating a
certain risk.

This is where a systematic documentation of the previous risk analysis will benefit
you. First, compare the area of your supply chain for which a certain risk has been
identified (e.g. a country, a region, a production process, a certain vulnerable group)
and what the possible causes are. Contrast this with where and how the relevant
measure applies, and to what extent it covers the potentially affected production sites
and groups in the first place. In the next step, assess the actual effectiveness, i.e. how
helpful the measure is in mitigating risks.

The findings will often not be conclusive or satisfactory, because in reality many
measures (alone) cannot completely eliminate problems. In this respect, the assess-
ment of the effectiveness of existing measures (CE 3) should be understood as an
important indication of where you need to further improve your due diligence work
and your handling of risks in the future.
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Sample questions for critical reflection on the effectiveness of measures:

I Does a training offer for producers on the topic of gender and discrimination actually
lead to a change in behaviour and improvements for the workers concerned at the
production site in question?

I Are you sufficiently able to assess how well potential suppliers manage risks to your
employees through your supplier pre-selection process?

I Are your audits really a meaningful tool to ensure that workers are not in exploitative
conditions?

I Which facilities and potentially affected

When this step is completed, a more concrete picture of your company’s specific risk
issues emerges, i.e. risk issues that have not yet been covered or not sufficiently
covered by mitigation measures.

Prioritisation of risks (Indicator 2.1.5)

Companies are not expected to manage all identified risks at the same time, but
instead prioritise the most serious risk issues. This prioritisation is a prerequisite for
the (further) development of targeted measures to deal with your most significant
risks and impacts in CE 3.

In addition to the likelihood (2.1.4), the most important criterion for the prioritisation
process is the severity of the risks and thus the potential impact on people or the
environment. According to recognised frameworks such as the UN Guiding Principles,
this is measured using the following three factors:

I Scale: How grave is the (potential) impact?
I Scope: How many people are affected by the (potential) impacts?

I Irremediable character: How easy is it to repair or remediate the damage done?
(In practice, this is closely related to scale - compensating excessive overtime may be
easier than the remediation of child labour).

First priority should therefore be given to impacts or risks that could result in the
death of those affected. It is common practice to categorise risks in terms of their
severity on a scale of 1 (low) to 4 (high) and then to look at them together with their
presumed likelihood, which can be simplified as a two-dimensional matrix.

To be able to continue working with the results of your risk analysis, you should have
defined the following:

I most significant risks: Which risks do you rate as particularly significant, both
because of their severity and because of their high likelihood?

I risk countries: In which production countries are there high risks to human rights, the
environment, and integrity due to political, legal, and socio-economic conditions?

I high-risk suppliers: Which of your company’s suppliers pose significant risks, taking
into account the country context and/or evidence of impacts or incidents on the
ground, as well as existing information on the probability of occurrence?
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I high-risk materials: Which materials used in the production of your textile products
(excl. ingredients and accessories) pose significant risks, taking into account the
country context and/or evidence of impacts or incidents on the ground, as well as
available information on the likelihood?

When deciding which measures you now implement specifically to address the most
significant risks in high-risk countries, with high-risk suppliers, or in relation to
high-risk materials, you are also guided by the principle of appropriateness (3.2.4).

RISK-BASED APPROACH

WHERE IN THE GREEN BUTTON ARE PRIORITISED RISK ANALYSIS RESULTS
PARTICULARLY IMPORTANT?

Risk countries, high-risk suppliers, and high-risk materials are explicitly mentioned in
the following indicators. It is therefore essential to plan the due diligence activities pre-
sented there in a risk-based manner:

- 2.3.2 Wage gap analysis

- 3.1.3 Supplier evaluation and incentives

- 3.2.2 and 3.2.3 Dialogue with suppliers and support

- 3.3.3 Strategy for the promotion of living wages

- 5.1.1 to 5.1.3 Gap analysis, establishment, and (support for) improvement
of grievance mechanisms (back-up and factory-level)

Formal requirements (Indicator 2.1.6)

Both the situation in your production and procurement countries and your business
activities and supply chain structure are dynamic. Therefore, you should repeat or
update your risk analysis at least annually and on an ad hoc basis.

You are required to do this at least on the following occasions:

I opening up a new procurement/production country (applies along the entire
supply chain, everywhere where you as a company make the decision, so for
example also when nominating countries of origin for materials or raw materials).

I serious change in the risks in an existing procurement/production country
(e.g. due to conflict, change in political conditions)
Other conceivable occasions are
I business takeovers, mergers, and acquisitions
I significant structural changes in purchasing
I the development of new sales markets
I the addition of new product lines

I Indications of violations or change in the situation on the ground

As mentioned earlier, implementing corporate due diligence requires a change of
perspective - it is about the concerns, problems, and realities of life of people who are
or could be adversely affected by your business activities.
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You are therefore required to consider external expertise and sources in addition to
internal expertise when identifying risks and impacts.

With regard to country- and product-specific risks, you can draw on a number of
reliable, publicly available sources. Consideration of these sources is particularly
important for less visible risk issues such as child and forced labour, gender-based
violence ,or the violation of trade union rights, which cannot usually be captured
through standard company processes such as audits.

In addition, for the Green Button, you should at least include information from trade
unions/workers’ representatives or civil society actors in your risk analysis.

You are required to demonstrate the systematic nature of your risk analysis as
outlined above, for example through a document that summarises how you have
proceeded so far and which sources are used in the process and how. It must also be
ensured that decision-makers such as the executive board and the management level
of various functions (e.g. purchasing, compliance, sustainability) are informed about
the results of the risk analysis (1.3.4).

DEVELOPMENT - STEPS TOWARDS STAGE B

Ensure that you fill information gaps in your supplier mapping according to your action plan, so that new insights about
your procurement countries and suppliers are included in the annual risk analysis update.

STAGE B - PROGRESS AFTER TWO YEARS

In addition to changes in procurement countries, you now need to take changes in your product portfolio as an opportunity

to update your risk analysis. This means that when you add new materials or product types, you analyse the consequences

for human rights and the environment and possibly adjust your prioritisation of risk issues. It is not necessary to prepare a
EE2  completely new risk analysis if other aspects in your risk profile and the external circumstances have remained the same.

GUIDING QUESTIONS FOR IMPLEMENTATION

- What are the challenges to creating transparency in the supply chain? Where do your knowledge gaps hide a
high risk, which is why you should take steps towards more transparency?

- Stage B: What do you learn about risks as supply chain transparency increases?

- Which of the expected risks (e.g. OECD sector risks) occur in your company’s procurement countries? Which
additional risk issues are currently of particular relevance in these countries? Where are which risks particularly
pronounced?

- Which of your products or product categories are potentially associated with higher risks at the level of manu-
facturing or wet processes? Where are products/product categories that may be associated with higher risks
typically produced?

- Which of the materials used are typically affected by risks, especially in the deeper supply chain (e.g. in fibre
production)?

/1 42 > CONTENTS > INTRODUCTION > BASIC PRINCIPLES >CE1 >CE2 >CE3 >CE4 >CE5 > GLOSSARY




GUIDE: CORPORATE DUE DILIGENCE PROCESSES // GREEN BUTTON

- What is the overall picture regarding your company’s risk issues?

- Which of your identified risks are particularly significant from the perspective of affected stakeholders and the
environment? Who in the company has knowledge and experience of local problems in production or with your
suppliers? How can these people be meaningfully involved in prioritising your risks?

- How can you ensure that you can justify the result of your prioritisation (and thus the focus of further measures)
well?

- How can you ensure that you always reassess your risks on relevant occasions?

- Stage B: How does progressive supply chain transparency affect your existing risk analysis and
prioritisation of issues? Where do you need to adjust the focus of your actions to continue addressing the
most significant risks?

I Mapping of the supply chain, e.g. in documents such as Excel tables, databases

POSSIBLE
PROOF

I Documentation of the information gaps and corresponding action plan with KPIs to
close them

I Risk analysis in the form of Excel lists, Word documents or presentations that demon-
strate:

- How and which risks are considered during the risk analysis (for example, a risk
mapping along topics, countries/suppliers/materials)

- That all OECD sector risks have been considered and, if necessary, other relevant
risk fields

- That country- and product-specific risks have been analysed (comparison with list
of procurement countries/information on the product portfolio).

- Which vulnerable groups with which needs have been identified

- How the risks’ likelihood was assessed (consideration of your own business model
and purchasing practice; comprehensible assessment of the effectiveness of
existing mitigation processes).

- How the prioritisation process took place (who was involved, when, what trade-
offs were made, how was the severity of the risks assessed)

- Which most significant risks, risk countries, high-risk suppliers, and high-risk
materials have been identified (Important: basis for the development (and evalua-
tion) of CE3 (measures) and CE5 (grievance mechanisms)).

Further documents proving the implementation of formal requirements

I Process description for ad hoc/regular reviews and updates of the risk analysis

I Updating the risk analysis and prioritisation, e.g. through internal documents, system
updates

I List of sources of internal and external expertise used, with year of publication

I Communication of results to decision-makers, e.g. via e-mails, entries on the intranet
or other internal systems.
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CRITERION 2.2
ANALYSIS OF ADVERSE
IMPACTS

Based on your understanding of risk, things now become more concrete.
The following requirements describe how and in which cases you analayse
which risks actually show up in the form of adverse impacts in your supply
chains. If you have your own production facilities, these are also included
in the analysis.

Analysis of the company’s own adverse impacts and formal requirements
(Indicators 2.2.1 and 2.2.2)

The following section deals with incidents or harm to people or the environment that
have already occurred or are currently occurring despite or due to a lack of preven-
tion or mitigation measures. These adverse impacts can often best be captured
through contact with affected stakeholders or their representatives on the ground.

Examples for this are cases of sexual harassment in the workplace, discrimination
against trade union representatives, improper disposal of chemicals leading to the
deterioration of the local drinking water supply for local residents, etc.

Relevant occasions to specifically analyse adverse impacts for the Green Button are
atleast:

I grievances received or information about incidents at suppliers’ facilities or in the
company that indicate a change in risks or concrete adverse effects on the ground.
Depending on the results of your previous risk analysis, this may affect all of your
producers’ production sites or only a selected site in a high-risk context. It is impor-
tant that you can justify your selection or restriction in a comprehensible way.
Depending on how you relate to the incidents, you are still required to provide remedy
and remediation for the damage caused, or at least to participate in it. This is discussed
in more detail in CE 5.

I lack of information on significant risks
This can be the case, for example, if there are indications of the most significant risks
in deeper supply chains, but no further information is available on the likelihood and
the suppliers involved. This is often the case in country contexts where international
media and governmental organisations are aware of human rights abuses, but you as a
company do not have a good flow of information on the extent to which adverse
impacts are specifically manifested in your suppliers’ facilities.

You analyse adverse impacts along their own textile supply chains in many ways.
Traditionally, many companies in the textile sector carry out audits of producers or
have the implementation of requirements externally certified. Interviews in the
context of such audits are only one means to get into direct contact with (potentially)
affected stakeholders such as workers. Regular visits to suppliers by your local staff or
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Tools for identifying and analysiing
actual impacts:

- Provision of an effective grievance
mechanism and analysis of incoming
grievances (CE 5)

- On-site visit to the producer, during
which (possibly) affected stakeholders
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- Cooperation with local civil society
groups who are aware of workers’
problems and can refer to cases

- In-depth supplier assessment for
known most significant risks or with
focus on a specific most significant
risk, interviewing affected
stakeholders

- Conduct a targeted human rights
impact assessment in a specific
procurement region, in a specific
product supply chain, etc. and, if
necessary, in cooperation with other
stakeholders or in the context of a
multi-stakeholder initiative.
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close contact with local trade unions or civil society can also help to learn about
problems of affected stakeholders before they escalate. However, identifying adverse
impacts on human rights and the environment within your textile supply chains
should not only include production facilities and their employees, but also local
communities in the surrounding area that may be indirectly affected. Ensure that
none of your business activities prevent local people from accessing basic needs,
including food, water, shelter and electricity. Rather, measures should focus on
supporting access to livelihood. Your back-up grievance channels (CE 5) can also be
used to alert your company to violations. It is not always necessary or expected of you
to interact directly with stakeholders in the field. (See focus page “Vulnerable groups”).

Analysing impacts and building understanding of causes of problems on the ground
is closely related to requirements of CE 3 and CE 5, where you need to demonstrate
targeted mitigation and remedial measures. In addition, knowledge of actual impacts
helps you to have a better understanding of risks and their probability of occurrence
and to optimise your risk analysis.

Examples:

I Specific data that has come to light on high energy consumption and high emis-
sion levels in three similar production plants will raise your awareness that this
risk could also be found in comparable production plants.

I Public grievances concerning mass layoffs and unpaid wages in supplier factories
at the beginning of the COVID-19 pandemic suggest that this risk is also to be
found in the deeper supply chain, without you having concrete reports on this.

As with risk analysis, it is required that you consult potentially affected stakeholders
and take their feedback into account when analysing actual impacts.

DEVELOPMENT - STEPS TOWARDS STAGE B

In the process of analysing impacts, you will become aware of limitations and challenges. Therefore, analyse where
you could benefit from working with other stakeholders: On which issues are you not getting anywhere on your own?
Where do you need different expertise, more resources, a stronger alliance, or a coordinated strategy with others?
Where are shared processes and systems more efficient and effective? Where is there a need for formalised collabora-
tion?

Collaboration with your suppliers or other companies is often helpful. However, you can also involve other stakehold-
ers if necessary. The important thing is that this is about effective collaboration, through which you make progress on
grievances and move closer to solutions. This requires that you take an active and formative role in the relevant
cooperation.

STAGE B - PROGRESS AFTER TWO YEARS

You are expected to have established collaborations to deal more effectively with risks and adverse impacts. This is not
about merely sporadic exchange, but about purposeful cooperation with other actors. Therefore, the Green Button
demands that this cooperation must include both the analysis of impacts, the sharing of relevant results, and the work on
solutions. Mere membership or participation in trainings, for example, do not meet the Green Button’s expectation at this
point.
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Examples of cooperation with other companies
I sector-wide back-up grievance mechanisms
I joint human rights impact assessments including interviews with workers, communities, or their representatives

I commissioning the preparation of specialist studies to analyse impacts in previously undeveloped high-risk areas

Examples of cooperation with suppliers
I implementation of a Worker Voice project within the supplier company and joint work on the findings
I training and planning on effective grievance mechanisms at factory level

I conducting a dialogue event with representatives of local civil society to better understand existing environmen-
tal impacts

- Stage B: Every two years, seek feedback from external experts or stakeholders on the methodology
. and results of adverse impact assessments.

GUIDING QUESTIONS FOR IMPLEMENTATION

- Through which activities can you most usefully analyse impacts? How can you currently understand what the
most important concerns and problems are from the perspective of affected stakeholders?

- How can it be achieved that potentially affected stakeholders or their representatives are consulted in the
analysis of impacts in an environment that allows them to openly address problems and challenges?

- How has further external expertise been incorporated into your risk analysis?

- Stage B: Which partners can help you better understand impacts? Which stakeholders do you need to work
with to find effective solutions?

- What adverse impacts occur? What are the possible causes? How can these (structural/systemic) causes of
concrete impacts be addressed?

Documents that demonstrate

POSSIBLE
PROOF

I how and why impacts were analysed

3]

I how stakeholders are involved and what impacts have been analysed and where (for
example, interview transcripts with local representatives of stakeholders, interview
documentation, video recordings, audit reports, impact assessment documentation).
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CRITERION 2.3
BUSINESS AND PROCUREMENT MODEL
AND LIVING WAGES

The following requirements specify how you need to analyse your business
model, procurement and purchasing practices to understand how they
contribute to adverse impacts on human rights, the environment, and
integrity. This includes recording wage gaps in all at-risk countries where
direct suppliers produce and thus identifying wage gaps.

Risk factors related to the business and procurement model
(Indicator 2.3.1)

In addition to the (external) risk factors addressed in 2.1 regarding countries, materials,
or production processes, an important part of the risk analysis is to look at the
processes that are actively controlled by you as a company.

The design of your procurement and purchasing practices is central to this and is a
tremendous lever for advancing human rights and environmental protection in your
supply chains. However, if these practices are not designed responsibly, they can
increase the likelihood (2.1.4) of your identified risk issues manifesting in your supply
chain. The consideration required in this indicator is therefore not separate from the
risk analysis described in 2.1, rather, it is a parallel process in which you identify the
links between external and internal risk factors.

Processes that can have a particularly adverse direct or indirect impact on conditions
at your suppliers are, at a minimum, procurement strategy, forecasting/planning,
pricing/negotiations, sample production/tech packs, order changes, lead times,
payment terms, termination of business relationships.

Some examples of these connections are:

I Multiple (sometimes weekly) product cycles per year usually lead to high time pressure
from design to sales. This pressure can lead to a higher risk of excessive overtime or
occupational accidents in production.

I Short lead times, price dumping, unfair payment terms, and poor forecasting with
resulting order adjustments (e.g. increasing volumes or bringing forward delivery
dates) also increase the risk of excessive overtime, unauthorised subcontracting, or
other labour violations in the supply chain.

I Low capacity utilisation of (a large number of) supplier factories and on average short
contractual relationships reduce the possibilities of your company to influence the
working conditions and environmental impacts of your producers.
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ACT
Purchasing Practices Self-Assessment

(Questionnaire to assess one’s own
purchasing practices)

Textiles Partnership

Leitsatze flr verantwortungsvolle
Einkaufspraktiken in Zeiten von
Covid-19

(German)

Better Buying
Questionnaire

(Example of queries on purchasing
practices to suppliers)

MSI Working Group on Responsible
Purchasing Practices

Common Framework for Responsible
Purchasing Practices

Responsible Purchasing Practices (RPP)
Supplier Engagement Briefing

Social and Economic Council of the
Netherlands (SER) / The Dutch
Agreement on Sustainable Garments
and Textile (AGT)

Example of risk assessment in the
product development cycle

Fair Wear Foundation

Root cause analysis and solutions for
responsible purchasing practices related
to overtime
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For the Green Button, you need to include the perspective of relevant departments, i.e.
at least purchasing, procurement, design, product development, and compliance,
when analysing your purchasing and procurement practices.

The basic business and procurement model, which is determined by your strategy, is
also relevant. With an indirect procurement model, a higher risk is generally assumed,
as you can usually establish less transparency about the situation in supplier facilities.
In addition, the lack of contact with suppliers means that you have fewer opportuni-
ties to influence ethical business practices, good working conditions, and environ-
mental management. For the Green Button, you are therefore asked to consider
information on the qualification of your direct business partners such as agents or
importers in dealing with risks in supply chains (3.1.1).

STAGE B - PROGRESS AFTER TWO YEARS

The analysis of the impact of your own business practices must be repeated at least every two years. At this point at the latest,
feedback from your direct suppliers must also be actively sought and taken into account. For indirect sourcing, this also
includes feedback from upstream manufacturing facilities contracted by agents/importers.

Wage gap analysis (Indicator 2.3.2)

The lack of payment of living wages is one of the most widespread risks in the textile
industry. Therefore, as a first step, the Green Button requires that you systematically
and concretely record this specific grievance at the level of manufacturing (excluding
outsourced process steps). In your prioritised risk countries, you now carry out the
wage gap analysis for garment-manufacturing facilities. If you have already classified
certain suppliers in non-risk countries as high-risk suppliers, focus on them as well
(2.1.5). If necessary, document identified information gaps and corresponding efforts
to obtain data in an action plan (2.1.1).

For the wage gap analysis, you collect reliable data on actual wages paid and then
compare them to a common living wage reference value in the respective country or
in the respective region. Various organisations publish lists of reference values for
living wages, such as the Textiles Partnership. A living wage is understood here as
remuneration for a worker for a week’s work necessary to achieve an adequate
standard of living for a household. Elements of an adequate standard of living
include: Food, water, housing, education, health care, transport and clothing, as well
as other provisions for unexpected situations.

If no reference value is available for a risk country, you are expected to use reference
values established on the basis of comparable criteria (Anker Method, Asia Floor Wage
(AFW) methodology, or trade union demands) for the calculation. If, despite your
best efforts, you have not obtained usable data at the facility level, conduct a more
aggregated gap analysis per risk country. In this case, use publicly available data on
legal minimum wages paid .
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Textiles Partnership

Leitfaden existenzsichernde Léhne
(including introduction to the signifi-
cance of the topic, analysing the wage

situation, and risks in the supply chain;
German)

Fair Wear Foundation

Competition Law

(Guidance on compliance with antitrust
law in the context of cooperation to
promote the payment of living wages)

Explanations on proposed calculation

methods:

Fair Labor
Calculating a Living Wage

Global Living Wage Coalition

The Anker Methodology for Estimating
a Living Wage - Global Living Wage
Coalition

Fair Wear Foundation
Labour Minute Costing

CE2 CE3 CE4 CES

GLOSSARY


https://www.textilbuendnis.com/download/existenzsichernde-loehne-leitfaden-2019/
https://api.fairwear.org/wp-content/uploads/2016/06/FWF-guidancecompetitionlawjuly15.pdf
https://api.fairwear.org/wp-content/uploads/2016/06/FWF-guidancecompetitionlawjuly15.pdf
https://archive.cleanclothes.org/livingwage/afw/calculating-a-living-wage
https://globallivingwage.org/about/anker-methodology/
https://globallivingwage.org/about/anker-methodology/
https://globallivingwage.org/about/anker-methodology/
https://api.fairwear.org/wp-content/uploads/2020/12/FWF-LabourMinuteCosting.pdf
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As a general rule, you should carry out the collection of data on wage payments in
trustful cooperation with suppliers - even if you read wage data from audit reports,
i.e. do not actively query suppliers. When talking to suppliers, you should explain the
context of the query, how it relates to your objectives and how you plan to deal with
the results. This includes underlining that the process includes looking at your own
behaviour as a buyer (2.3.1. on analysing the impact of your own purchasing practices,
3.3.3.). Ideally, you have already done this in the context of gathering supplier feed-
back on your purchasing practices (3.2.2). When collecting wage data and approximat-
ing reference values that may be unknown, it can be helpful to collaborate with other
companies that buy from the same factories. In exchanges with your supplier, you can
identify other brands and approach them together to set up strategic planning. In
particular, multi-stakeholder initiatives such as the Textiles Partnership can also be a
suitable platform for joint implementation with the help of external support and
advice.

If you procure through importers or agents, carry out the wage gap analysis (if
necessary together with these partners) as described above.

DEVELOPMENT - STEPS TOWARDS STAGE B!

Application tools for
determining wage gaps:

Fair Wear Foundation
“Wage Ladder” Tool
Fair Price App

IDH Sustainable Trade
IDH Salary Matrix for living wage

Other sources for living
wage benchmarks:

Align
Guidance tool on living wages and living
income

Global Living Wage Coalition

Database

Fair Labor
FLA Wage Data Collection Tool

IDH Sustainable Trade
Benchmark Finder

Textiles Partnership
List with reference values

Wagelndicator Foundation
Wagelndicator

For many companies, this detailed examination of sometimes sensitive information from the supply chains is still new.
Be prepared to constantly rethink and adapt your approach based on learning experiences from the first phase and, if
necessary, to improve it together with other companies or initiatives, but also to enter into an exchange with suppliers
again and again. Also, similar to the risk analysis, stay alert to which events mean drastic changes in the political and

economic context and thus impacts on people’s cost of living.

STAGE B - PROGRESS AFTER TWO YEARS

You have now updated your wage gap analysis and will repeat this at least every two years in the future. It is not important
that it is done in exactly the same way. The focus should be on continuously improving the process, for example by collect-

ing and analysing more and more reliable data from the supplier facilities.

L The Green Button Standard has a development logic. It deepens the requirements of individual indicators so that licensed companies must

continuously improve their certified processes. The development logic is reflected in two stages - stage A and B. Thus, first the indicators of

stage A are checked, then after two years, due to the deepening of the requirements, additionally all indicators of stage B are checked.
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https://www.fairwear.org/resources-and-tools/wage-ladder
https://www.fairwear.org/resources-and-tools/fair-price-app/
https://www.idhsustainabletrade.com/living-wage-platform/salary-matrix/
https://align-tool.com/source-map?commodities=textile%20%26%20garment
https://align-tool.com/source-map?commodities=textile%20%26%20garment
https://www.globallivingwage.org/
https://www.fairlabor.org/wage-data-collection-tool/
https://salarymatrix.idhtrade.org/benchmark-finder/
https://www.textilbuendnis.com/download/living-wage-estimates/
https://wageindicator.org/
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GUIDING QUESTIONS FOR IMPLEMENTATION

- Which business decision-making processes have the greatest influence on the risks your business poses to
people and the environment? (Your risk profile)

- What is the link between your company’s purchasing practices and your business partners’ compliance with
social, environmental, and integrity standards? What conflicts might arise? What is the concrete link between
purchasing prices and the ability to pay adequate wages?

- Where in the supply chain do wages paid deviate most from a recognised living wage standard?

I Analysis of procurement and purchasing practices and their influence on adverse
impacts, including cooperation with clients and importers/agents

POSSIBLE
PROOF

|

I Presentation of the analysis process (for example: How are perspectives of the
different departments in the company included?)

I Analysis of wage gaps in high-risk countries and with high-risk suppliers at the
manufacturing level with the help of audit reports, supplier surveys, relevant statistical
country data.

I Presentation of the reference values used for living wages
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CORE ELEMENT 3:
PREVENTION AND MITIGATION

Expectations of companies

The following core element builds strongly on the findings of your risk analysis and identified adverse impacts on people, the
environment, and integrity (CE 2). You now know your most important problems or areas in need of improvement and are
continuously expanding your knowledge about them. You now need to implement targeted prevention and mitigation
measures to prevent or mitigate adverse impacts. You are expected to do this in a way that is appropriate to the risks as well as
your context. Further guidance on the principle of appropriateness can be found in the introduction and below in the text.

It is important that you do not transfer the responsibility for measures to your partners alone. Instead, work together with
your partners to systematically implement or further develop measures. It is expected that you also make adjustments in your
own company to create the conditions for realistically implementing due diligence requirements in your supply chain.
Particularly relevant is the design of your procurement and purchasing practices and a strategic approach to the issue of
living wages. This structural industry issue and many others require collaboration with stakeholders such as other companies
or multi-stakeholder initiatives (MSIs). This is particularly helpful for small companies with limited resources and influence.
To ensure that the measures you take are indeed effective, you are expected to review this systematically and continuously in
order to possibly make adjustments.

Depth of the obligation to provide proof

The areas of your supply chains where prevention and mitigation measures need to be implemented depend on where the
most significant risks have been identified. In principle, this can and must include the entire supply chain. However, a large
proportion of the requirements initially relate specifically and sensibly to the relationship between you and your direct
suppliers, i.e. in most cases suppliers at the manufacturing stage and (in the case of indirect procurement) importers or agents.
At stage B, the circle of addressees is selectively extended to include the deeper stages of the supply chain. The measures taken
are intended to improve cooperation with suppliers and are to a large extent managed internally in your company, which is
why we speak of “internal measures” (criterion 3.1), which also include purchasing and procurement practices (criterion 3.3).
Other measures are applied directly in the supply chains (criterion 3.2). A detailed breakdown on the depth of the obligation
to provide proof per indicator can be found in the following table.

Embedding in the corporate due diligence process

Your measures are derived from the identification and prioritisation of risks and adverse impacts (CE 2). By taking appropriate
action, you are fulfilling your public commitments (CE 1). Actions in themselves consist of a wide range of activities and
processes, and in turn bring to light new information about risks and harm that has occurred, which you should integrate
into your risk analyses (CE 2). Implemented measures and findings from this work should in turn be publicly communicated
to stakeholders in an aggregated form (CE 4). Together with findings on grievances received (CE 5), they continuously expand
your understanding of risks and adverse impacts in your supply chains and in your business processes - and can be used
accordingly in the development of preventive or mitigating measures.
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DEPTH OF THE OBLIGATION TO PROVIDE PROOF PER INDICATOR

CRITERION/REQUIREMENT SUPPLY CHAIN COVERAGE /REQUIREMENT TARGETS RISKS/IMPACTS IN WHICH PART OF
YOUR SUPPLY CHAINS
Stage A Stage B

INTERNAL PREVENTION AND MITIGATION MEASURES

3.1.1 Evaluation of the qualification - Direct suppliers
of suppliers - If available: Subcontractors of the direct suppliers
- Obligation for importers to evaluate their upstream
suppliers/subcontractors
3.1.2 | Formal requirements for evalua- | + Requirements of the indicator apply to your company

tion of suppliers + Interviewing potentially affected stakeholders at direct
suppliers (according to 3.1.1)

+ Set clear minimum qualification requirements for subcon-
tractors and direct suppliers upstream of importers/agents

3.1.3 Incentives for suppliers « Direct suppliers in high-risk countries or
for high-risk suppliers

3.1.4 Ending of business relationships = - Direct suppliers

PREVENTION AND MITIGATION MEASURES IN SUPPLY CHAINS

3.2.1 Cooperation with external « Prioritised countries / suppliers (essentially along
stakeholders the entire supply chain)
3.2.2  Dialogue with suppliers « Suppliers in high-risk countries or high-risk suppli-

ers at the level of manufacturing and wet processes
» Conduct dialogue also with importers/agents
« Inclusion also of suppliers upstream of importers/
agents
3.2.3 | Support for suppliers « Suppliers in high-risk countries or high-risk suppli-
ers at the level of manufacturing and wet processes
» Conduct dialogue also with importers/agents

« Inclusion also of suppliers upstream of importers/
agents

3.2.4 | Formal requirements for - Prioritised countries / suppliers (according to 3.2.1)
measures

PURCHASING PRACTICES AND LIVING WAGES

3.3.1 Capturing KPIs « Direct suppliers
- Consideration also of suppliers upstream of import-
ers/agents
3.3.2  Improvement of purchasingand - Own business division

procurement practices + No delimitation of which supply chain levels are
addressed by measures

3.3.3 | Strategy to promote living - Suppliers at the manufacturing level

asts « Your company’s own production facilities

- In addition, suppliers of the deeper supply chains,
at least at the level of textile and yarn production
(corresponding to 2.1.1 stage B)

« Direct suppliers in high-risk countries or
for high-risk suppliers

+ Direct suppliers

« Prioritised countries / suppliers (essntially along the
entire supply chain)

« Suppliers in high-risk countries or high-risk suppliers
at the level of manufacturing and wet processes

» Conduct dialogue also with importers/agents

« Inclusion also of suppliers upstream of importers/
agents

+ Additionally, suppliers in high-risk countries or high-
risk suppliers, at least at the level of textile and yarn
production (corresponding to 2.1.1 stage B)

« Prioritised countries / suppliers (according to 3.2.1)

- Direct suppliers

- Consideration also of suppliers upstream of import-
ers/agents

- Specific targets for direct suppliers

- Progress of the implementation of the strategy and
concrete improvements with at least one supplier at
the manufacturing level

- Support for direct suppliers
= Your company’s own production facilities
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INTERACTION OF PREVENTION AND MITIGATION
MEASURES WITH OTHER CORE ELEMENTS

CE1: POLICY ON RESPONSIBLE
BUSINESS CONDUCT

/W

Policy include.
objectives of
prevention and
mitigation measures |
|
CE5: GRIEVANCE CE 2: ANALYSIS AND
MECHANISMS AND REMEDY PRIORITISATION OF RISKS
AND ADVERSE IMPACTS
Concrete cases of

Core Element 3 / Prevention

Risk assessment is influenced
Measures are insights an men
adverse impacts o " by insig tsa.dassess ent
. X erived from the of the effectiveness of
(grievances) determine the prioritised risks existing measures
, Mmeasures for remediation 9 u
-
—

CE4: PUBLIC REPORTING —  —
AND COMMUNICATION =~ ¢——

P  PREVENTION
AND MITIGATION
Findings are
integrated into
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OVERVIEW OF THE RELEVANT GREEN BUTTON
INDICATORS

INTERNAL PREVENTION AND MITIGATION MEASURES

3.1.1 Evaluation of the qualification of suppliers (stage A + B)
3.1.2  Formal requirements for evaluation of suppliers

3.1.3 Incentives for suppliers (stage A + B)

3.1.4 Ending of business relationships (stage A + B)

PREVENTION AND MITIGATION MEASURES IN SUPPLY CHAINS

3.2.1 Cooperation with external stakeholders (stage A + B)
3.2.2 Dialogue with suppliers (stage A + B)
3.2.3 Support for suppliers (stage A + B)

3.2.4 Formal requirements for measures (stage A + B)

PURCHASING PRACTICES AND LIVING WAGES

3.3.1 Capturing KPIs on procurement and purchasing practices (stage A + B)
3.3.2  Improvement of procurement and purchasing practices (stage A + B)
3.3.3 | Strategy for the promotion of living wages (stage A + B)

& INFO

All indicators in this
table are linked
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CRITERION 3.1
INTERNAL PREVENTION AND
MITIGATION MEASURES

This criterion is about your dealings with your direct suppliers in relation
to the expectations you have set for their responsible business practices
(for example in your policy).

Evaluation of the qualification of suppliers and formal requirements for & ASSISTANCE
evaluation of suppliers (Indicators 3.1.1 and 3.1.2) =

The requirement applies to your business relationships with all direct suppliers, but
also to subcontractors. Importers or agents must be obliged to evaluate their direct
suppliers and, if applicable, subcontractors. If the company has its own production (presents basic approaches and
facilities, measures are also taken for these. However, they do not have to provide you possibilities for monitoring)
with information on the results at first; this will only become mandatory after two
years. For the Green Button, you must demonstrate that you conduct these evalua-
tions at least before entering into a new business relationship and once a year for
established relationships.

Textiles Partnership
Guidance on Monitoring

Fair Wear Foundation
Audit Manual, 2012

(summarises basic requirements for the
audit process and qualifications - with a
The aim of the evaluations is to ensure that you are working with partners who have focus on social issues)

themselves established certain processes to avoid or mitigate adverse impacts on
human rights, the environment, and integrity. Audit reports are an important source
of information for you, showing which corrective action plans need to be imple-
mented. In addition, you should ask more questions about how a supplier is dealing
with the most significant risks. In principle, iusing various assessment methods has
proven effective for adequately evaluate different risks. For example, a technical
inspection is required to evaluate structural risks or fire and building safety of a site,
while off-site focus groups may be appropriate when assessing the risk of workplace
discrimination. So here too, use the information from the risk analysis on the respec-
tive sector risks at country level to carry out the evaluation. It is not enough to
generally rely on other certificates.
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Examples:

I In countries where corruption is known to be a most significant risk, you should target
anti-corruption systems, awareness and transparency measures of suppliers and
proactively support/promote anti-corruption training for employees.

I In a context where migrant workers are employed and there is a high turnover of
workers, you should look particularly closely at recruitment practices and systems.

I In workplaces where hazardous, potentially unhealthy work processes take place, you
should look at occupational safety and health measures, but also at practices related
to social benefits and insurance.

In risk countries and with high-risk suppliers, you are required to be more thorough
by including the experience of potentially affected stakeholders, at least workers, in
such an assessment. Through interviews by qualified personnel to assess the aware-
ness, you should ascertain whether these groups of people have knowledge of their
rights and whether they have any current problems or incidents to report. Interviews
with workers, which are often part of social audits, can cover this requirement if they
are done well. If you use externally conducted audits, you should therefore pay
attention to the selection of suitable auditing companies/standards and critically
reflect on their work. Do the staff of the auditing companies have sufficient knowl-
edge of human rights? Are the methods used transparent?

If you have suitably qualified employees in the company or work with other partners,
the surveys can also be carried out well in alternative formats, e.g. as part of on-site
visits or training. In addition, it is important to work with your procurement or
purchasing team when evaluating suppliers. Make sure that the results of the evalua-
tion are included in order decisions to the same extent as classic, commercial factors.
This requires that you are able to systematise supplier evaluation to some extent and
quantify results. It is a good idea to use instruments such as scorecards to make
decisions transparent and comprehensible. It is also possible to formulate minimum
criteria (e.g. certain audit results) for suppliers. If suppliers have fulfilled these criteria,
the purchasing department is free to decide which supplier receives the order.

DEVELOPMENT - STEPS TOWARDS STAGE B

¥, ASSISTANCE

ECCHR, Brot fiir die Welt, Misereor

The human rights fitness of audits and
certifiers

(Study on audit and certification
companies and their ability to respect
human rights themselves on the one
hand, and to audit and certify their
compliance on the other)

ALDI Siid

Corporate Responsibility Supplier
Evaluation (CRSE)

(Description of the process for the
annual review of compliance with Aldi's
requirements for suppliers based on
indicators)

Based on the cooperation with your direct suppliers, cascading requirements for them and increasing transparency about
the deeper supply chains, you should also have information about responsible business practices at the upstream supplier
level in the future. This is particularly important where you have identified the most significant risks and may therefore have
set targets for further transparency (via an action plan as part of your supply chain mapping). By collecting information, you
should be able to assess the extent to which risks are already mitigated in the deeper stages of the supply chain. It is a good
idea to contact your direct suppliers in good time for this further information and to clarify how information could be
requested in the deeper chain. For example, start to track whether facilities in the deeper supply chains are certified
according to a standard, whether audit results are available, what grievance mechanisms are used, what measures suppliers

are taking to mitigate risks, etc.

Also, ensure that you support your purchasing department in building a robust understanding of the supplier qualification
evaluation and its outcomes. Purchasing may take on a stronger role in the future to discuss this with suppliers and

represent it to you.

56 CONTENTS INTRODUCTION BASIC PRINCIPLES

CE2 CE3 CE4 CES GLOSSARY


https://www.ecchr.eu/en/publication/human-rights-fitness-of-audits-and-certifiers/
https://www.ecchr.eu/en/publication/human-rights-fitness-of-audits-and-certifiers/
https://cr.aldisouthgroup.com/en/responsibility/our-work-action/supply-chain
https://cr.aldisouthgroup.com/en/responsibility/our-work-action/supply-chain

/157

444

GUIDE: CORPORATE DUE DILIGENCE PROCESSES // GREEN BUTTON Core Element 3 / Prevention

STAGE B - PROGRESS AFTER TWO YEARS

You are expected to have information available for suppliers in the deeper supply chains (2.1.1 stage B) on the extent to
which they meet the expectations on human rights, the environment, and integrity as set out in your policy and what
specific actions they are taking.

You are not restricted in the way you gather information, but it is common and also advisable to first go through your direct
suppliers and understand what knowledge they have gained in the course of their due diligence work. The information on
the situation in upstream operations can then be, for example, an already aggregated list in the form of audit results. It is

also conceivable that you obtain information from other sources such as initiatives, external stakeholders, or peers. It is
important that the information is robust and meaningful so that you can make a rough assessment of whether your own
standards are being met, or whether significant risks remain.

. Keep in mind to document information gaps and to use your information gathering resources in a risk-based and
appropriate way, e.g. look at risk countries or high-risk suppliers first.

Incentives for suppliers (Indicator 3.1.3)

In order to ensure that your business partners take the expectations of responsible behaviour seriously, are motivated, and
continuously improve, it is necessary that you set incentives for compliance. This explicitly does not mean negative
incentives such as financial sanctions or contract termination. On the contrary - a first important step can be, for example,
that business partners are not automatically threatened with sanctions if they transparently report on challenges in
complying with requirements and also on violations. This signals that you are ready for open communication and joint
problem solving.

Besides order-related incentives, such as an increase in order volume or longer-term contracts, other forms of incentives are
conceivable:

I offers of counselling, participation in capacity-building formats, or excellence programmes,

I access to concessional loans for investment in better sustainability management,

I financial support, for example for certain certifications or also for technological upgrading

STAGE B - PROGRESS AFTER TWO YEARS

After two years, the Green Button expects that the link between due diligence requirements for suppliers and
contract decisions has been formalised, meaning that direct suppliers (in risk countries or for high-risk suppliers)
must now be rewarded for good ratings of their due diligence practices at least through longer-term contracts
and/or increased order volumes. Procurement therefore plays an important role in integrating due diligence

I requirements into commercial decisions.
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Ending of business relationships (Indicator 3.1.4)

In the event that your suppliers are unwilling or unable to address and remedy
adverse impacts on the environment, integrity, or human rights, you must be
prepared to respond. So, following (non-)financial incentives to encourage positive
behaviour, you should consequently also provide for the ending of business
relationships. Regardless of the supplier’s behaviour, in rare cases it may also be
necessary for you to cancel or suspend orders for economic reasons.

For both cases, you must establish criteria, so that your decision does not cause
further harm to people and the environment. These should be formally established in
a procedure. In concrete terms, the requirements for corresponding critical cases are
as follows:

1. Decision making

I You should first have a catalogue of detailed information ready to help make a
responsible, fair decision and also communicate this to the supplier. This includes, for
example: Data on the business relationship including current order volume with the
supplier and its production capacity, description and assessment of the impact,
communication with the supplier on this, support provided or offered, warnings
issued, potential adverse impact of ending the business relationship etc.

2. Winding up

I Once the decision to end the business relationship has been made, the procedure must
then take the following into account:

I Lead time: A reasonable time window for suppliers between announcement and actual
termination of the business relationship. This should be proportionate to the percent-
age of your company’s order volume with the supplier.

I Payment: Work done and materials already ordered from the supplier must be paid.

I Supplier requirement: The supplier must comply with wage and severance payments in
accordance with national laws, international labour standards, and collective agree-
ments.

Even if an end to the business relationship becomes apparent, your efforts to mitigate

the adverse impacts already identified must continue until the actual termination of
the business relationship.

STAGE B - PROGRESS AFTER TWO YEARS

¥, ASSISTANCE

Textiles Partnership

Guidance Responsible Exit (2021)
- Partnership for Sustainable Textiles

(Guidance on developing a process for
responsible termination of business
relationships)

ACT

Responsible Exit Policy and Checklist

Fair Wear Foundation
Responsible Exit Strategy Guidelines

Your procedure for responsible ending of business relationships is now always applied in relevant cases. Check continuously
whether the procedure is implemented correctly in your own company and whether measures agreed with suppliers have

been implemented by your company (e.g. contractual definition of lead time, provision of requested information by
suppliers). Potentially affected stakeholders and/or their legitimate representatives can report problems or incidents in such
situations through appropriate grievance mechanisms (CE 5). The aim here should be that groups of people also have access
to grievance channels even if they are no longer employed in your supply chains (e.g. through unauthorised termination).
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GUIDING QUESTIONS FOR IMPLEMENTATION

- What is your company’s basic approach to working with supply chain partners on the issues of human rights,
integrity, and the environment?

- How can you reliably ensure or track that your partners meet human rights, environmenta, and integrity
requirements? What capacities do you need internally? Where do you rely on external expertise, including
locally in the procurement markets?

- How can you include valid feedback from potential stakeholders on the ground in your assessment? What
feedback have you gathered from partners on the understandability and feasibility of your requirements so far?
How has feedback from stakeholders been taken into account in any updates or revisions?

- Stage B: What information is needed to assess the implementation of your expectations also for deeper
supply chain contexts? How can you implement this in a practicable way? What role can direct suppliers
play in this?

- What incentives do you currently use to motivate partners to implement the requirements and continuous
improvement or to support them in doing so?

- How do you also ensure that the ending of business relationships does not contribute to (additional) adverse
impacts on suppliers?

- Stage B: How can you practically verify this, especially from the perspective of potentially affected
stakeholders?

Evaluation of the qualification of direct suppliers
POSSIBLE

I Supplier assessment systems, e.g. through self-assessment questionnaires for PROOF
suppliers, emails or minutes of supplier meetings, results of interviews/surveys or
workshops (e.g. in the context of audits, worker voice tools)

I Process description for the evaluation of measures taken by suppliers to avoid or
mitigate adverse impacts (e.g. environmental management systems, occupational
safety and health measures, dialogue with workers)

I Documentation of regular exchanges with suppliers on due diligence processes
(e.g. emails, other communication documentation)

I Examples of audit reports or other documentation of site visits, documentation of
audit methodology

Supplier selection and incentives
I Documentation of specifications and/or process steps including departments
involved/information used for supplier selection or order placement

I Contractual documents containing incentives for suppliers, written confirmation of
longer-term contracts/increased order volume due to continuous improvement of
direct suppliers

I Other written documentation of performance incentives (meeting notes, handouts,
minutes, emails, definition of strategic suppliers, etc.)
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I Ending of business relationships

POSSIBLE
PROOF

I Process description for the ending of business relationships

I Contractual documents with suppliers, cancellation requirements/agreements
between suppliers and companies

I Documentation of the review of the implementation of the responsible business
termination process, e.g. via audit reports or direct exchange with stakeholders on site

I Documentation/demonstration of grievance channels via communication documents,
access to grievance channels, e.g. on the company website

CRITERION 3.2
PREVENTION AND MITIGATION MEASURES
IN SUPPLY CHAINS

Whereas the previous criterion focused on the implementation of your
requirements at your suppliers, this criterion now focuses on the
commitment that you yourself actively show in your supply chains. Your
actions should not only target problems in individual factories, but also
address structural risks in the sector, in specific regions, or on specific
issues. Your active networking and cooperation with other stakeholders
should increase your influence and opportunities for action and thus
achieve more effective and long-term improvements.

Cooperation with external stakeholders (Indicator 3.2.1)

Based on the results of your risk prioritisation and the adverse impacts you have
identified, it is required that you enter into collaborations with external stakeholders
to jointly address systemic causes of the problems. Many issues, especially sector risks
such as forced and child labour, low wages and excessive working hours, corruption or
illegal subcontracting are largely systemic. That is, the political, cultural, or economic
structures of textile markets, the nature of competition or power dynamics between
different actors in the sector contribute to these grievances. It is important to con-
sciously and purposefully select partners with whom you think you can achieve good
results. You can either join suitable initiatives or initiate new individual partnerships.
What is more important than joining numerous, large, or well-known initiatives is that
you are actively and purposefully involved. So, in some cases larger, formal initiatives
may be appropriate, in others it may be projects with peers and shared suppliers. If you
are part of an industry or multistakeholder initiative that has a diverse range of
offerings, be selective about which topics you want to be meaningfully and actively
involved in there as well. Passive membership on paper adds no value to anyone.
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EXAMPLES OF COOPERATION AND MEASURES

Issue/structural cause of impact Possible cooperations/ Possible measures
collaborations

Systematic suppression of independent trade unions by the Human rights defenders such as local = Conclude framework agreements and/or proto-
government of a procurement country and international trade unions col agreements, establish secure exchanges with
human rights defenders.

Ongoing exploitation of migrant workers in a procurement Suppliers, recruiters Training and awareness raising
region where work is typically done with recruiting companies

Weak wastewater management at suppliers’ facilities in Suppliers, local NGOs, ZDHC, Amfori | Joint root cause analysis, training, investment
countries where national standards and available technology/ = BEPI in wastewater facilities

infrastructure do not keep up with international requirements

Cost pressure with rising material prices at constant purchase | Suppliers Review own purchasing practices and purchase
prices and thus illegal subcontracting of orders by suppliers prices, trainings on productivity, dialogue on

subcontracting

STAGE B - PROGRESS AFTER TWO YEARS

As mentioned earlier, the requirement for partnerships is that they are impact-oriented. Therefore, you should regularly
check whether the planned progress to mitigate risks and minimise adverse impacts is actually being achieved. The issue of
impact measurement is discussed in more detail in the section “Formal requirements for measures” below.

.i, EXAMPLES OF MAJOR INITIATIVES

German Partnership for Sustainable Textiles

Focus topics

Other notable initiatives:

S W earFoundationiERE] - Sustainable Apparel Coalition (SAC)

- Ethical Trading Initiative (ETI) - Bangladesh Accord for Health and Safety
- Fair Labor Association (FLA) —Amfori BSCI
- Dutch Agreement on Sustainable Garments = R VO P e LD
and Textile (AGT, bis 12.2021) - Zero Discharge of Hazardous Chemicals (ZDHC)
- Action Collaboration Transformation (ACT) - Open Apparel Registry (OAR, zukiinftig: Open Supply Hub)
- Better Cotton Initiative (BCI) - Sustainable Textile Initiative: Together for Change (STITCH)
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Dialogue with suppliers (Indicator 3.2.2)

According to criterion 3.1. and the requirements for suppliers, you are required to
regularly exchange information with your suppliers. The aim of the exchange is to
find out how your own business practices affect your suppliers. The responsible
orientation of your purchasing practices and business model have a leverage effect on
the living conditions of workers in the textile supply chain. In addition, you will
address the extent to which suppliers are facing challenges in implementing require-
ments for social, environmental, and integrity standards. A typical dilemma here is
certainly the relationship between your purchasing practices and purchase prices on
the one hand and high expectations of (financial) investments in responsible practices
on the other. The Green Button expects the dialogue to also specifically cover the
implementation of your living wage strategy (3.3.3). Of course, the conversation can
and should also be used to discuss other substantive challenges beyond living wages,
such as the availability of sustainable materials, technical or process challenges, and
lack of understanding or support from you. Here you closely follow up on the initial
findings of your risk analysis, in which you have already looked at the potential
impacts of your business practices.

Parallel to the risk analysis, the dialogue should also take place at least once a year
and with at least the suppliers at the level of manufacturing and wet processes
(3.2.2). You are not given any instructions on how to organise the dialogue. It is
important that there is a trusting exchange and that suppliers have the opportunity to
express themselves freely and openly. Formalised enquiries in the form of question-
naires are therefore only suitable to a limited extent or only as a first step. Typically,
the exchange is integrated into already existing formats such as annual meetings
between purchasing and suppliers. Supplier conferences with several participating
suppliers are also conceivable.

If you procure indirectly, you are required to involve upstream suppliers in the
formats at the level of manufacturing and wet processes. In practice, the dialogue is
complicated by the fact that you do not maintain a direct business relationship and
there is less access/incentive between the two of you. It is therefore recommended
that agents or importers also participate in the discussions there in addition/parallel.

DEVELOPMENT - STEPS TOWARDS STAGE B

Y, ASSISTANCE

Better Buying
Better Buying Questionnaire V1.5

(Questionnaire for anonymous evalua-
tion of purchasing practices by the
supplier)

Vaude
Konstruktiver und aktiver Dialog

(Public reporting on the above-men-
tioned issues, among others; German)

Take the findings and information from the dialogue seriously and evaluate how the results can be taken into account when
designing your measures in the future. At a minimum, consider the following areas where measures are implemented in

supply chains:

- Cooperation with other external stakeholders in the implementation of measures (3.2.1)

- Measures to support suppliers in meeting your expectations (3.2.3)

Of course, information from the dialogue with suppliers can and should also be used in other areas, for example in design-
ing incentives for suppliers or in improving your purchasing practices. It also makes sense to compare the feedback from

suppliers with your risk assessments in the risk analysis.
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STAGE B - PROGRESS AFTER TWO YEARS

The Green Button requires proof of the extent to which the findings from the dialogue have actually been used in the
design and improvement of measures.

Support for suppliers (Indicator 3.2.3)

The dialogue with suppliers helps you to understand more deeply where (for your
suppliers) challenges exist in the implementation of due diligence requirements.
Now it is about your active support, i.e. the joint implementation of concrete
improvement measures. In the case of indirect procurement, you also support
importers and/or agents and focus on their upstream suppliers at the level of
manufacturing and wet processes.

To decide which issues you work on where in the supply chains when resources are
limited, continue to be guided by the results of your risk analysis and evidence of
adverse impacts. In addition, take into account your findings from the evaluation of
supplier qualifications. This means that support should be prioritised to those partners
who have not yet implemented sufficiently strong measures to mitigate or eliminate the
most significant impacts at the production stage. Before developing support measures, it
is important to analyse the reasons for persistent problems. When planning measures,
involve suppliers and importers/agents as much as possible and clarify the distribution
of roles. This makes it possible to proceed in a targeted manner and to strengthen
suppliers in their own responsibility with the support. This is especially true if you plan
to engage with employees. Measures that have been developed for and imposed on the
partner instead of together with him/her are generally less promising.

Examples of support offered to production facilities
I Technical advice or support, for example to improve environmental and chemical
management

I Advice on systems or processes related to risk issues, for example on responsible
recruitment, anti-discrimination in HR

I In contexts of significant risk, conduct or promote anti-corruption trainings, e.g. in
licensing and certification proceduresNetworking your suppliers with relevant experts
or organisations that can help with specific implementation issues

I Involving trade unions in finding joint solutions to labour rights problems
I Training offers for employees on certain risks / their rights

I Targeted communication to potentially affected stakeholders about your back-up
grievance mechanisms

I Financial support/loans for suppliers wishing to invest in building improved manage-
ment systems to deal with prioritised risk issues

I Examples of support offered to production companies or importers/agents
I Training or education on risk issues

I Further advice and knowledge sharing (also informally) through your own functions,
for example on due diligence processes, responsible sourcing, avoiding bribery,
creating transparency in supply chains, etc.
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DEVELOPMENT - STEPS TOWARDS STAGE B

You should regularly review your measures for their effectiveness and look at learning experiences from implementation. The
form and frequency of these evaluations can vary greatly and also depends on the possibilities of data collection. For individual
training formats, you can measure the results of the training directly afterwards and monitor any behavioural changes in the
target group a few months later. In larger projects, it is common to conduct an impact evaluation annually or at the end of the
project. In practice, surveys or data collection for impact measurement are also not stand-alone. Often, action tracking can be
integrated into other/existing interactions with stakeholders. For example, during the next supplier visit or annual review, you
could include some targeted questions in interviews with workers. Also consider how to involve potentially affected stakehold-
ers or legitimate representatives more in activities aimed at the development of measures and monitoring/evaluation of their
implementation. Affected stakeholders are particularly well placed to judge the effectiveness of measures, so they are an
important source of information.

STAGE B - PROGRESS AFTER TWO YEARS

After two years, you must be able to prove that the impact monitoring of your measures has been incorporated into the
further development of measures. If, for example, you have noticed that the energy consumption of factories has not
decreased even though you have carried out several trainings, you should check whether your measures need to be adapted.
In addition, you must now have started to offer support to suppliers in the deeper supply chain, i.e. at the level of textile
and yarn production as well as raw material extraction. Please also note the following explanations under “Formal require-
ments for measures (3.2.4)".

A further requirement is now to involve potentially affected stakeholders and/or their legitimate representatives in the
development of measures, review of implementation and evaluation of effectiveness. In order to take a risk-based approach
B hereas well, involve especially vulnerable groups and their representatives (reference to box “vulnerable groups” in CE 2)

Formal requirements for measures (Indicator 3.2.4)

The implementation of measures (3.2.1 - 3.2.3, 5.2.3), especially in the deeper supply
chains, can seem complex and challenging at first glance - especially in terms of required
resources and effort. However, you also take a risk-based approach here and implement
measures according to your risk prioritisation. In accordance with the principle of
appropriateness (according to recognised frameworks on corporate due diligence), it is
also possible and justifiable that companies do not address all the most significant risks
and impacts equally.
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FOCUS: THE PRINCIPLE OF APPROPRIATENESS IN THE GREEN BUTTON

The following factors should be taken into account in your decisions on what to focus on
when implementing measures, i.e. with what urgency and to what extent you (co-)work
on mitigation or corrective action.

1. Materiality of risks - The severity of adverse impacts on people and the environment
is always the first and most important factor in any prioritisation. When assessing
risks, add to this the assessment of the probability of occurrence (“risk-based
approach”). Then consider these other -often interrelated- factors:

2. Causal contribution - The more direct the relationship your company has to the
adverse impact, the greater your responsibility. A distinction is usually made between
direct causation, a contribution, or an indirect link.

3. Influence - Your ability to counter the adverse impact and help bring about positive
change is often related to the relationship you have with the context/company
concerned, business and otherwise. If you have a direct business relationship or a
large purchasing volume, your ability to influence is often greater and you are more
urgently called to use this to bring about positive change.

4. Type and scope of your business activity - To what extent is your company active in
the context of the risk/impact, what is the importance of the context for your value
creation? In procurement markets or production facilities that are essential to your
product portfolio, you are generally expected to be more active with measures than in
contexts where you have volatile or marginally minor activity.

It is important that you do not make a final statement in your considerations as to
whether you will take measures in principle. Prioritisation is always a relative and tempo-
rary decision that should be continuously re-evaluated.

Where does the concept of appropriateness apply in the Green Button?
It basically concerns all decisions on measures (CE 3 and also CE 5). Appropriateness
is explicitly highlighted in the following indicators:

- 3.2.4 Formal requirements for measures (thus valid for 3.2.1 - 3.2.3)
- 3.3.3 Connecting to initiatives to work on systemic solutions towards living wages
- 5.2.3 Development of corrective action

In addition, it is also necessary to examine, for example, in relation to factory-level
grievance mechanisms, on the basis of the principle of appropriateness, with which
offers of support are made to suppliers (5.1.3).

- It is important that decisions on appropriateness are not made arbitrarily. The
decision-making process should clearly and systematically weigh the factors
mentioned and be comprehensible to the Green Button.

The subsequent implementation of due diligence measures should by no means be an
end in itself. You should regularly and systematically check whether you are using
your resources in a targeted way and achieving the intended impact. In the context of
corporate due diligence, impact refers to the demonstrable improvement of the
situation of those affected. In the textile supply chain, it is usually about the situation
of affected stakeholders in and around production facilities.
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In concrete terms, in the Green Button your company is required to have an effective
monitoring system in place, through which the progress and impact of your imple-
mented measures can be tracked with indicators (Key Performance Indicators (KPIs)).

It is important to distinguish between:

I Input KPIs — measure the resources expended
I Output KPIs - measure the immediate results or outputs of a process

I Outcome KPIs - measure the medium-term impact of a process at the
level of the target group

I Impact KPIs - measure the long-term impact of a process on a societal level

In particular, the collection of impact KPIs is particularly challenging due to the broad
consideration of impacts at the societal level. Improvements often cannot be attrib-
uted to a single intervention. Here, the state of research is constantly evolving. For
measuring the effectiveness of Green Button interventions, it is therefore advisable to
focus primarily on the recording of outcome KPIs. In principle, KPIs can be recorded
quantitatively or qualitatively. Quantitative KPIs refer to a measurable characteristic
that is represented by counting, adding, or averaging. Qualitative KPIs, such as the
evaluation of situations through feedback, offer greater scope for interpretation in
comparison and are more difficult to report, but still often contain important infor-
mation.

When evaluating KPIs, it is important to use all the information collected, for
example data from audits and the implementation of corrective action plans, dialogue
with suppliers / own employees or information from complaints.
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Ecosense
Menschenrechte messbar machen,

(Compilation of quantitative human
rights indicators; German)

Textiles Partnership
Guidance on Monitoring

(Guidance, includes examples of social
and environmental KPIs)

Phineo
Social Impact Navigator

(In-depth background paper on impact
measurement in social projects (not
textile-specific))

Shift
Tool for Indicator Design

(Helpful entry resource for developing
meaningful indicators)
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EXAMPLES OF POSSIBLE KPIS

Social

Envi-
ron-
ment

Goals and time horizon

Company’s own purchasing
practices Raise awareness
of responsible procurement
management among buyers
in year x

Occupational safety
Reduction of accident rates
for manufacturing suppliers
by x percent in year x

Energy
increase energy efficiency at
one’s own sites by 10%.

Chemicals

Reduce MRSL test failure
rate to less than 5% of
producers

Input KPIs

Number of trainings for
buyers

Number of capacity building
projects on building safety
and fire protection

Provision of a management
system manual on energy
efficiency and training of
employees

Specification and communi-
cation of MRSL to
producers

Consider each when developing your monitoring system:

Output KPIs

Number/percentage of
purchasers who have
completed trainings

Number of occupational
safety measures implement-
ed (e.g. evacuation plans)

Appointment of a man-
agement representative for
energy efficiency

Number of MRSL tests
carried out for producers

I What time horizon do you set for the implementation of your goal? What metrics can
be used to track the impact or at least the consequences of your measures?

I What information and data would be necessary to measure progress towards your

goals?

I How you can ensure in the process of implementation that the necessary information is
collected and documented?

I When is a good moment to assess progress and, if necessary, readjust to increase the
effectiveness of the measures?

CONTENTS
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STAGE B - PROGRESS AFTER TWO YEARS
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Outcome KPIs

Demonstrate the change in
purchasing practices (e.g. by
recording order times, pric-
es, forms of cooperation).

Number and type of
accidents and average injury
rate per supplier in year x

Percentage increase in
energy efficiency

Percentage of MRSL tests
not passed by producers
and reasons for not passing

You should now keep an eye on changes in your risk profile and newly prioritised risks over time to check whether
measures continue to be aligned with them. For example, political or economic crises in a procurement country could
lead to a change in the risk situation in the companies and make a short-term reorientation or adjustment of measures
sensible.

The requirement at stage B is that changes regarding your risk profile/the most significiant risks have now been taken into
account in the further development or improvement of your own measures.
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GUIDING QUESTIONS FOR IMPLEMENTATION

- Beyond supplier assessments, what opportunities do you have to work with production sites or local
stakeholders to ensure improvements on the ground?

- Stage B: What are appropriate ways and indicators to track the effectiveness of your actions? How does this
help you internally in further development, how does it help external communication?

- How do you plan your measures for your production facilities and/or for your suppliers? Do you liaise across
departments? Do you allocate responsibilities, set timelines and communicate with production sites about plans
and procedures?

- Do you understand why measures taken in the past may not have prevented damage? When do you call in other
experts in such cases?

- Based on your supply chain structure, where do you have the greatest leverage for improvement and how can
you make the best use of it?

- Which exchange formats and initiatives with other actors suit your company and help to jointly develop
solutions to structural problems that go beyond your company’s sphere of influence?

- Stage B: How can you regularly check whether your engagement in such initiatives is making progress and
what changes, if any, you should proactively make?

- How can you actively support suppliers in meeting the requirements you set for them?

- Stage B: : How can you reliably determine whether potentially affected stakeholders actually benefit from
your measures? What do you need to do to make measures more effective??

- What drives the decision in your company where to focus your measures? How can you establish a systematic
approach to prioritisation that is actually risk-based and takes into account the appropriateness of your
measures?

- Stage B: What process have you established to critically review on a regular basis that you are continuously
incorporating changes in your supply chains and risk profile in the process?

Cooperation with stakeholders POSSIBLE

I Documentation on cooperation with external stakeholders, e.g. through member- PROOF
ships in initiatives or working groups, or active participation in dialogue forums on
the company website, in communication materials such as the annual company
report, etc.

I Documentation of the implementation of joint measures (emails, information
brochures, minutes, handouts, training materials, etc.)

I Documentation of effectiveness measurement for the measures

I Documentation of the targeted expansion or further development of the measures
(emails, information brochures, protocols, handouts, training materials, etc.)
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Dialogue with suppliers and their support
I E-mail documentation, notes of meetings with suppliers, other documentation of
communication between suppliers and the company

I Documentation of the coherence of the topics discussed and selected suppliers
with identification of suppliers from risk countries or high-risk suppliers (2.1.5),
impact of own business or purchasing practices (2.3.1) and implementation of the
living wage strategy (3.3.3)

I Documentation of the findings from the dialogue and coherence with the further
development of the measures

Support for suppliers

I Action plan based on results from 2.1.5 and 2.2.1

I Documents on online training or coaching offers, partnerships, contact persons and

notes/documents of conversations
I Documentation of support services in contracts, Code of Conduct

I Descriptions of initiatives or programmes to support suppliers in high-risk coun-
tries or high-risk suppliers

I Documentation of learning experiences from the implementation of measures at
the level of garment manufacturing and wet processes, e.g. in internal documents,
via exchanges with external stakeholders or suppliers, results from audit reports

Formal requirements

I Monitoring system including KPIs for the implementation of the measures

I List of changes, coherence with further development or improvement of measures
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CRITERION 3.3
PURCHASING PRACTICES AND
LIVING WAGES

This criterion is about implementing concrete measures in relation to
one’s own procurement and purchasing practices. A particular focus is
placed on promoting the payment of living wages, as these are closely
linked to the design of procurement and purchasing practices. The terms
procurement and purchasing are closely linked and will not always be
sharply separated in practice, even in terms of functions or designations in
the company.

Basically, procurement practices refers to the management of supply chains in a
broad, strategic sense. It involves fundamental decisions by the company’s manage-
ment and, if applicable, other functions on the procurement model and countries, the
type and structure of cooperation with suppliers and, if applicable, other business
partners, dealing with current or future challenges regarding procurement markets,
innovative materials, etc. This is often linked to decisions on production, product
design and marketing.

Purchasing practices refer to specifications, processes, and their practical implemen-
tation in dealing with business partners in relation to orders. These include the
definition of production and lead times, price negotiations and payment terms, order
changes, sampling and quality control, forecasting, etc. Purchasing practices also
include softer, cultural aspects such as dialogue, dealing with challenges, fairness,
sanctions, and incentives, i.e. how business partners treat each other in the context of
their cooperation. In many cases, the power imbalance in the textile industry is such
that the purchasing company dominates the relationships with sometimes smaller
suppliers.

For the Green Button, there is no need for a strict separation of these two areas and
- as with other leading organisations and frameworks - purchasing and procurement
practices are referred to together. Both can have a strong direct and indirect impact

on working conditions at (upstream) suppliers’ facilities and beyond. This is partly due

to the inherent conflict that often exists between commercial considerations, such as

low purchase prices or flexible and fast delivery, and at the same time ensuring decent

living and working conditions in supply chains.

When it comes to designing measures, it is also important for this requirement that

you have first identified how your purchasing and procurement practices in particular

adversely impact human rights, the environment, and integrity. You will find this out
on the basis of your risk analysis and in dialogue with suppliers. Although there are
similarities between many companies in the sector, it is important to assess in detail
the impact of your specific purchasing and procurement practices on supplier risks.
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ACT
Purchasing Practices Commitments

(Provides an overview of relevant
purchasing practices affecting wages)

Fair Wear Foundation

Responding responsibly to the
COVID-19 crisis

(Joint statement in response to COVID-
19, p.3-4: Guiding ideas on responsible
procurement practices)
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Capturing KPIs on procurement and purchasing practices and
improvement of procurement and purchasing practices
(Indicators 3.3.1 and 3.3.2)

In order to systematically track interdependencies between your procurement and
purchasing practices and issues at the supplier level, it is important that you record
and evaluate basic KPIs . This will help you to identify areas for improvement together
with your colleagues from procurement and other internal stakeholders.

The Green Button provides a set of indicators that need to be measured regularly in
order to track changes:

I Proportions of direct versus indirect procurement: What percentage of your procure-
ment volume is procured directly from production facilities, how much indirectly via
agents/importers? If the share of indirect procurement is high, you should critically
question whether risks arise from your reduced influence on suppliers.

I Average utilisation of direct suppliers: How heavily are the total production capacities
of your supplier utilised by your orders on average (e.g. within a season or a year)?
Since this is not information that you can generate automatically from your own
purchasing data, reliable information from the supplier is necessary here. It is recom-
mended to ask this in the context of other dialogues, for example during factory visits,
gathering feedback on your own purchasing practices, evaluations, annual reviews, etc.
However, if there are challenges in obtaining this information, you must be able to
explain this to the Green Button. Data on utilisation helps you to assess what influence
you can exert on suppliers. The higher the order volume with a supplier, the more
likely you are to motivate the supplier to implement requirements.

I Length of business relationship with direct suppliers: How long has your company
been working with current direct suppliers through regular purchasing? The length of
the business relationship, for example, can have a positive impact on mutual trust and
openness with each other.

I Lead times for cancelling or changing orders: What time frame is given to suppliers
for cancelling or changing orders that have already been placed? Also critically reflect
here whether the specifications according to the contracts are also implemented in
practice. Short-term cancellations or changes can have an adverse impact on the
number of overtime hours.

With the help of these indicators and findings from the risk analysis, you get a picture
of which of your processes could lead to or contribute to adverse impacts at the local
level, such as excessive overtime or too low wages. You should now decide where the
impacts are most significant and where your biggest levers are to make concrete
adjustments to purchasing practices. The Green Button does not
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STAGE B - PROGRESS AFTER TWO YEARS

You are now expected to collect further data on your own procurement and purchasing practices:

- Utilisation at peak and off-peak times

- Average number of days between order placement and start of production

- Average number of changes per order after sample acceptance/confirmation of

technical documentation (tech pack)

- Percentage of orders sanctioned for poor quality or late delivery

Strategy for the promotion of living wages (Indicator 3.3.3)

As part of your risk analysis, you develop an understanding of where in your supply
chains workers are at risk of particularly low wages and other associated risks (such as
alack of freedom of association and collective bargaining). In addition, you identify
how large the wage gaps between paid and living wages are in prioritised contexts.
You have also started to look at the impact of your own procurement and purchasing
practices on suppliers (2.3.1, 3.3.1, 3.3.2). All of these are related to paying living wages
in supply chains - but they are far from the only factors. Promoting fair pay is a
complex and long-term process that companies should plan well and address step by
step in collaboration with other stakeholders.

The Green Button takes this complexity into account by focusing on various compo-
nents of the payment of living wages and relating them to each other. In addition to
an analysis of the basic problems and the initial situation (CE 2), this includes the
development of a strategy and first steps towards its implementation. In the strategy
you define how, in what time frame, and through which activities you want to achieve
improvements at the level of manufacturing. So the first step is about the fundamen-
tal promotion of the issue - the actual payment of living wages is not part of the
Green Button requirement. In the case of companies with their own production, the
focus of the strategy is on concrete goals and improvements in their own production
facilities.

To develop a strategy tailored to your company, you are asked to be realistic and
effective. Factors such as your company size, current resources and expertise, local
presence, risk profile, procurement model, and relationships with suppliers and other
stakeholders should be considered. As with other due diligence processes, it is
important to remember that you can and should review effectiveness over time,
incorporate learning experiences and adapt your strategy.
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Textiles Partnership
Guidance on Living wages

(Includes background, guidance on
strategy and practical implementation,
incl. purchasing practices and the
promotion of freedom of association,
social dialogue and collective bargain-
ing; German)

Multi-Stakeholder Initiative Working
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(Particularly Principle 4: Fair Payment
Terms, Principle 5: Sustainable Costing)

Additional information on the Website

Ethical Trade Initiative
Base Code Guidance: Living Wages
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implementation examples, and a
self-assessment)
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https://www.textilbuendnis.com/download/existenzsichernde-loehne-leitfaden-2019/
https://static1.squarespace.com/static/636ba8ae2fd47349a887dd92/t/642ecf75bca27075443eac29/1680789366782/CFRPP+full+Framework.pdf
https://static1.squarespace.com/static/636ba8ae2fd47349a887dd92/t/642ecf75bca27075443eac29/1680789366782/CFRPP+full+Framework.pdf
https://www.cfrpp.org/the-common-framework
https://www.ethicaltrade.org/sites/default/files/shared_resources/eti_living_wage_guidance_2.pdf
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You need to answer the following questions in order to meet the requirements for the
content of your strategy:

I How do you plan to build necessary internal capabilities and structures for implemen-
tation?

-These include the provision of personnel capacities, the allocation of internal
responsibility on the topic, the integration into existing or the establishment of new
formats such as business reports, working groups or projects, the adjustments of
existing specifications or guidelines, the need for networking with other stakehold-
ers, etc.

I How do you gain a better understanding of the relationship between your own
purchasing prices and wages paid?

-This goes hand in hand with your efforts to analyse the concrete impacts (of your
business practices) on the ground, the dialogue with your suppliers, as well as the
assessment of your practices regarding workers.

I Based on your wage gap analysis, what specific targets and improvements are you
aiming for at the supplier level? This includes:

-What funding options do you see for higher wages that ensure a fair distribution of
costs between you and suppliers?

-How will you ensure that measures contribute to real wage increases for workers?
How do you take into account possible side effects?

I How do you plan to contribute to a positive environment for improved social dialogue/
employer-employee relations at suppliers’ facilities?

-This is specifically about your role in strengthening worker representation so that
workers can advocate for fair wages on their own. Your actions here can be at the
level of a supplier, at the national level, at the political level, or at the global level
with trade unions.

Often the initial focus will be on working with appropriate partners with whom
systemic problems are to be addressed together. At least discussing this is another
Green Button requirement. Whether cooperation makes sense depends on how much
influence you have as an individual company and how effective this can make your
activities.

It is important that you make public an aggregated description of your strategy in
your policy and that you have initiated first
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https://livingwageguide.idhtrade.org/
https://api.fairwear.org/wp-content/uploads/2021/04/Freedom-of-Association-and-Collective-Bargaining-2021.pdf
https://api.fairwear.org/wp-content/uploads/2021/04/Freedom-of-Association-and-Collective-Bargaining-2021.pdf
https://www.fairwear.org/stories/new-freedom-of-association-and-collective-bargaining-policy-and-brand-guide/
https://actonlivingwages.com/app/uploads/2021/04/ACT-Labour-Costing-Protocol.pdf
https://nachhaltigkeitsbericht.vaude.com/gri/menschen/faire-loehne.php
https://www.textilbuendnis.com/wp-content/uploads/2018/10/Interview-Praxisbeispiel-Brands-Fashion-Melawear-3Freunde.pdf
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Nudie Jeans

. . . . Implementation and application of the
Nudie Jeans is a Swedish company. The company communicates transparently about IDH Roadmap

its production processes and has committed to paying living wages.

Armedangels
The company has decided to pay its share of living wages despite a supplier capacity Living Wage Project
utilisation of 3-4%. These are the direct suppliers in high risk countries. Nudie Jeans

pays the product price plus its share of the living wage. The factory decides together

with the workers how the living wage will be paid. This process is transparent.

The implementation is done with the help of the IDH Roadmap, which includes the

following steps:

1. Identification of living wages

2. Determining the wage gap

3. Trust and verification

4. Closing the wage gap

5. Sharing experiences

More information on the strategy and implementation can be found in the Case Study.

DEVELOPMENT - STEPS TOWARDS STAGE B

Now it is time to implement your individual strategy and pilot concrete measures within your selected supplier facilities
(alternatively - according to the indicator requirement — within your own company). In the implementation process, reflect
on where your strategy may need to be adjusted and already specify during the development of the strategy in which form
the progress can be effectively measured. Examples of evaluation questions and KPIs can be found in the Textiles Partner-
ship’s guidance on living wages (see also “Assistance”). The Green Button also calls for the development of support services
for suppliers at this point.
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https://www.idhsustainabletrade.com/publication/putting-suppliers-in-the-lead-nudie-jeans/
https://www.textilbuendnis.com/en/download/implementing-living-wages-en/
https://www.textilbuendnis.com/en/download/implementing-living-wages-en/
https://www.idhsustainabletrade.com/publication/putting-suppliers-in-the-lead-nudie-jeans/
https://www.idhsustainabletrade.com/publication/putting-suppliers-in-the-lead-nudie-jeans/
https://www.armedangels.com/de-de/ueber-uns/social-responsibility/living-wage-project
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- Goal:“Ensure that everyone who directly provides goods and services to Unilever
will earn at least a living wage or income by 2030”.

- First activities at company level: Embedding in internal and supplier policies,
carrying out a gap analysis and public presentation of the results, including
countries, vulnerable groups, and production contexts to be focused on,

- Requirements for and support of suppliers in: Public commitment and goal
setting, advocacy work in their regions/markets, conducting gap analyses in
facilities, building their own strategies and plans, support from Unilever and
independent experts on implementation plans, etc.

- Advocacy work through coordinated campaigns around national Living Wage
strategies, working with peers and civil society, private-public partnerships, and
government dialogues.

Source: Unilever, A Living Wage

As part of the Living Wage Initiative, the Living Wage Lab was launched within the
Textiles Partnership. The aim of the Living Wage Lab is to support Partnership
members in developing and implementing individual living wage strategies and to
develop scalable solutions together with suppliers. Within the Lab, on the one hand,
experiences are to be exchanged and, on the other hand, members are to learn from
each other how pilot projects on wage increases can be implemented with suppliers
and how transparency and their purchasing practices can be improved within the
company.

The first steps in the Lab include reviewing purchasing practices and identifying
common suppliers to create synergies. A wage gap analysis is then carried out for the
nominated production facilities and wage gaps are analysed based on recognised
benchmarks for countries or regions. In addition to the development of individual
strategies and action plans by the Partnership companies, the work also focuses on
joint dialogue with national/international actors.

Source: Textiles Partnership, Living Wage Lab

STAGE B - PROGRESS AFTER TWO YEARS

Y, ASSISTANCE

Unilever

A Living Wage

Textiles Partnership

Living wages in the Textiles Partnership

(Details on the Partnership initiative)

After two years, you should be able to show progress in the implementation of your strategy. This should include structures
that you have built internally as well as targets and improvements in at least one supplier facility. You also need to have
established a concrete effectiveness measurement, either as part of your existing system or separately for this thematic
project. At the supplier level, your targets and indicators for this should now have evolved and concretised from your initial
strategy. The Green Button requires concrete targets and KPIs to promote living wages at the manufacturing stage for the

next five years.
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GUIDING QUESTIONS FOR IMPLEMENTATION

- What is the impact of your procurement and purchasing practices at the level of your suppliers? How can you
helpfully record and track these connections? How can this data collection be shared and understood from the
outset, including by purchasing and other relevant functions as appropriate?

- How can you involve colleagues from purchasing and other departments to jointly plan and implement targeted

adjustments to purchasing practices? What structural incentives do you need to create so that buyers participate in
these processes and actually implement the measures? What is needed to raise awareness among colleagues about

the importance of their role?

- Where do you start to promote the payment of living wages? What do you have to do internally within the company

to achieve this, where do you join forces with others in a meaningful way, how can you strengthen workers’
representation at the supplier level?

- Stage B: What has been shown in the implementation of the strategy so far, where are there difficulties, what

has concretely improved with suppliers? How can you continue to systematically measure and track your
progress?

- What goals do you want to achieve at the supplier level?

- Stage B: What specifically do you want to achieve in the next five years?

Improvement of procurement and purchasing practices

POSSIBLE

I Documentation to capture KPIs on procurement and purchasing practices PROOF

I Action plan in relation to the design or change of own procurement and purchasing
practices and documentation on the implementation of the measures (including
successes and challenges).

I Strategy documents, roadmap with targets for improving procurement and purchasing
practices

Strategy for the promotion of living wages

I Relevant policy document(s) on the promotion of living wages

I Documentation of the first implementation steps of the strategy, for example reports,
working materials, summaries

I Documentation of the involvement in or founding of suitable initiatives or cooperations

I KPIs to measure strategy implementation and effectiveness of measures taken to
promote living wages

I Documentation of support for direct suppliers in terms of living wages, for example
through long-term contracts, financing support, fixed/long-term agreed prices for
goods and services.

I Documentation of the further development of the strategy, based on learning
experiences from implementation and documentation of progress in strategy
implementation
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CORE ELEMENT 4:
PUBLIC REPORTING AND COMMUNICATION

Expectations of companies

In public reporting, companies are expected to systematically present how they fulfil their voluntary commitment to
corporate due diligence and what progress they have made in achieving the goals they have set themselves. In order to
enable external parties to assess the adequacy of the measures, reporting must include transparency on procurement
countries and regions as well as the most significant risks identified. It is also important to report on the prevention and
mitigation measures you have in place to address risks and violations. It is important to report on interactions with
potentially affected stakeholders or their representatives, as this plays a central and ongoing role in the exercise of
corporate due diligence.

Depth of the obligation to provide proof

This core element, like your policy (CE 1), generally refers to your entire supply chain and business activities. However, the
reporting, especially on measures, concentrates predominantly on the levels of garment manufacturing and wet processes.
Only at stage B do you increasingly report on deeper supply chain levels. Where your due diligence activities only relate to a
limited section of the supply chain, this should be clearly stated in the reporting. With regard to the specific requirement for
supply chain transparency, it is required that you first publish as far as possible procurement countries and regions for the
levels of manufacturing and wet processes, and then at stage B present as far as possible all procurement countries up to raw
material extraction.

Embedding in the corporate due diligence process

Communicating your due diligence activities to the public documents your processes and implementation measures and is
often downstream of the latter. In contrast to the policy, which focuses on expectations, targets, and the commitment,
reporting is more about describing the processes, the results, and consequences of actions and the lessons learned. Reporting
also builds directly on your transparency efforts and supply chain mapping by including the state of your knowledge on your
procurement countries. You should also explain where you still have knowledge gaps. Communication with potentially
affected stakeholders is an integral part of the measures and accompanies the due diligence process continuously (see in
particular also CE 2 and CE 3 ), so reporting should also address this.
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HIL

INTERACTION OF REPORTING AND COMMUNICATION
WITH OTHER CORE ELEMENTS

CE1: POLICY ON RESPONSIBLE
BUSINESS CONDUCT

/W

Reporting framework is
provided by commitment
and expectations |

CE2: ANALYSIS AND
PRIORITISATION OF RISKS
AND ADVERSE IMPACTS

/

PUBLIC REPORTING \—/ CE3: PREVENTION
AND COMMUNICATION 4-——/ AND MITIGATION
Information on measures and

exchange with affected stakeholders

CE5: GRIEVANCE
MECHANISMS AND REMEDY
Insights are reflected

Nature of grievance
channels as well as
aggregated information on
grievances are presented

22)
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OVERVIEW OF THE RELEVANT GREEN BUTTON GE/4
INDICATORS

FORMAL REQUIREMENTS FOR REPORTING

4.1.1 Regularity
4.1.2 Comprehensibility and accessibility (stage A + B) l

INHALTE DER REPORTING

4.2.1 Reference to the policy
4.2.2 Most significant risks (stage A + B)

4.2.3 Prevention, mitigation, and corrective action (stage A + B)

4.2.4 Learning experiences, progress, and challenges (stage A + B)

4.2.5 Grievance channels and grievances received (stage A + B)

4.2.6 Involvement of external and potentially affected stakeholders (stage A + B)

4.2.7 Increasing supply chain transparency (stage A + B)

@ INFO

All indicators in this
table are linked
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CRITERION 4.1
FORMAL REQUIREMENTS FOR REPORTING

Reporting is an integral and meaningful part of your due diligence
activities and part of your communication with various external
stakeholders. Depending on the type of stakeholders addressed, reporting
may to some extent be the basis for exchange, collaboration, content
development, or awareness raising among target groups.

Regularity, comprehensibility and accessibility
(Indicators 4.1.1 and 4.1.2)

Make it easy for external parties to get a good and up-to-date overview of your work
on corporate due diligence. This includes making the information available on your
website in a clear and user-friendly way. In order to reflect continuous developments,
you also need to report or update your website on a regular basis, i.e. at least annually.
The Green Button recognises that companies have different strategies, capacities, and
their own style in relation to communication activities.

However, the following practices have proven helpful:

I Provide a link to sustainability/human rights issues directly on your main website
where your reporting can be easily found.

I Use names and descriptions in your reporting to make it clear where the issues of
environment, human rights, and integrity are located in your company and where the
relevant information can be found. This starts with your communication around the
policy (CE 1). Terms such as corporate responsibility and sustainability are not self-ex-
planatory and are interpreted slightly differently by each company.

I Make it clear how up-to-date your reporting is. Be it by publishing an annual sustaina-
bility report, regular thematic progress reports (for example every six months), or
dating individual sections of your website that you enrich with new information.

COMMUNICATION WITH (POTENTIALLY) AFFECTED STAKEHOLDERS

In order to reach potentially affected stakeholders and to ensure communication to them, it
is important to note that communication is usually needs to be tailored to the target group,
taking into account barriers of a cultural and linguistic nature, as well as translation into the
respective local/country language. This communication can take various forms. In addition
to formal public reports, the dialogue with (potentially) affected stakeholders on site is
important. Consultations with affected stakeholders can be carried out with the help of
translators, either directly on site or virtually.
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Core Element 4 / Reporting

STAGE B - PROGRESS AFTER TWO YEARS

For the sake of comprehensibility and accessibility, the Green Button requires that after two years at the latest you make
relevant parts of your reporting available to your international stakeholders at least also in English. If you are not able to
implement completely English reporting, assess which topics are also relevant for non-German speaking groups and

B2 translate at least these.

CRITERION 4.2
CONTENTS OF THE REPORTING

Your company is expected to publicly provide information on the
implementation of your corporate due diligence processes. The focus can
be set individually by each company. However, each company is expected
to report on the following topics:

Reference to the policy (Indicator 4.2.1) (CE1)

In your reporting, refer to your own commitments as well as formulated expectations
in the policy (1.1.1-1.1.7).

Mentioning your most significant risks (Indicator 4.2.2) (CE 2)

The Green Button expects you to identify your most significant risks as a result of
your risk identification and prioritisation. It is not necessary at this point to go into
detail about risks as you do in your risk analysis. It is sufficient if you list the risks in
summary. In addition to the results, you now also disclose how you went about your
risk analysis. This includes at least a description of the sources and information used,
the extent to which internal and external stakeholders and in particular affected
stakeholders and/or their legitimate representatives were involved in the process.
Also describe what information was taken into account in the assessment and

prioritisation of risks. It is not expected that you make public internal processes, tools,

or technologies in a conclusive and detailed manner. However, outsiders should be
able to judge whether relevant information has been taken into account and risks
have been assessed according to recognised due diligence expectations based on the
logic of severity and likelihood.

Prevention, mitigation and corrective action (Indicator 4.2.3) (CE 3)

The focus here should be on justifying how the measures seem appropriate and
effective given the severity of the prioritised risks. Support this with some examples
that will help the reader to get an overview of your due diligence activities in a
comprehensible way and to be able to assess the appropriateness of the measures.
Your selection of examples should focus particularly on the measures to address the
most significant risks.
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Shift Project Ltd & Mazars LLP
Reporting framework for the UN

Guiding Principles on Business and

Human Rights with implementation
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Jack Wolfskin
Sustainability Report
Social report

Bierbaum-Proenen

Sustainability Report

Fond of
Sustainability Report

Armed Angels
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Schoeffel

Fair Wear Foundation
Brand Performance Check
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https://shiftproject.org/wp-content/uploads/2015/02/UNGPReportingFramework_withguidance2017.pdf
https://shiftproject.org/wp-content/uploads/2015/02/UNGPReportingFramework_withguidance2017.pdf
https://shiftproject.org/wp-content/uploads/2015/02/UNGPReportingFramework_withguidance2017.pdf
https://shiftproject.org/wp-content/uploads/2015/02/UNGPReportingFramework_withguidance2017.pdf
https://www.jack-wolfskin.de/corporate-responsibility/?srsltid=AfmBOor5U3iiANb3vtpipqHT_PEMQtZ0M9lVYM7qGNbNq41AF5mHFPGh
https://www.jack-wolfskin.de/on/demandware.static/-/Library-Sites-JackWolfskin_SharedContentLib/default/dw9c1ef348/Content_Ressources/CR/Social-Report-2021/JW_social-report_2021_Deutsch_Low.pdf?srsltid=AfmBOopahO6R5RQNnRgSee4HNTqNxTQOmVsJjWx0jkqrr1A1iBNItiMv
https://sustainability.bp-online.com/en-uk/sustainability-report-2023/?_gl=1*1bi8pwc*_gcl_au*MzY0Nzk4ODgyLjE3MzM5MDM2NTY.#3
https://assets.ctfassets.net/6da6x9livy02/2gTvRjGWdXNBtAtBILAtzF/934aa9a6b95540705e47901f1de9aa30/220701_fo_dok_cr-bericht-en_web.pdf
https://actionreport23.armedangels.com/
https://api.fairwear.org/wp-content/uploads/2023/10/BPC-Schoffel-GmbH-Co.-KG-2023.pdf
https://api.fairwear.org/wp-content/uploads/2023/10/BPC-Schoffel-GmbH-Co.-KG-2023.pdf
https://cdn.assets.evenonsunday.io/production/schoeffel-b2c-prod/ZkIsDEFLKBtrW0te_Schoeffel_SustainabilityReport23_A4-DE2.pdf
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STAGE B - PROGRESS AFTER TWO YEARS

Now explain more specifically how you systematically measure the impact of prevention, mitigation, and corrective action
internally using KPIs. List KPIs and use them to report on the progress of the measures (CE 3 and CE 5).

Learning, experiences, progress, and challenges (Indicator 4.2.4) (CE 3)

The term learning experiences is broadly defined here and is intended to describe
insights that your company has gathered very specifically about its activities. This can
include, for example, new thematic information, learning about successful/unsuc-
cessful measures and the reasons for them, feedback from stakeholders involved,
intended or unintended effects of a measure.

EXAMPLE

Presentation of learning experiences, Tchibo

In the Human Rights Report (Non Food), Tchibo reports on the Worldwide Enhance-
ment of Social Quality (WE) dialogue programme and explicitly addresses learning
experiences in recent years. On the programme’s website, additional learning and
success stories are told from the perspective of the workers and the management of
the facilities as well as from the perspective of the WE facilitators.

With the “Truemorrow” programme, Tchibo is also pursuing another interesting
presentation of learning experiences and challenges, here related to the cultivation of
coffee in Brazil. The website transparently shows which successes have already been
achieved through the programme and where challenges still exist. The presentation is
based on the visualisation of quantifiable indicators in environmental, social, and
economic areas.

Sources: Tchibo, Human Rights Report and website of the Dialogue Programme WE;

website of the Truemorrow Programme (only available in German)

STAGE B - PROGRESS AFTER TWO YEARS

After two years, the requirements for the content of your reporting become even more specific and it is now mandatory for
it to include communication of your living wage strategy. Here you are expected to at least describe how you are practically
working on the implementation, what the focal points and goals of the strategy are, and which reference value is used for
the calculation of living wages. It should be emphasised again at this point that the aim is to specifically and comprehen-
sively describe your own company’s strategy. Even if you have joined a relevant initiative and are implementing appropri-
ately prescribed programmes and activities, present from your company’s perspective what you are actively doing and how
it fits into your wider context (3.3.3).

Similarly, it is required that you show your progress on your own procurement and purchasing practices from now on. If at
this point you already have results from tracking KPIs for this area, you can use them for reporting, but it is not yet

. mandatory.
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EXAMPLE

Reporting on Living Wages, Marks & Spencer

The website and associated blog posts describe:
- The basic approach: Responsible sourcing practices, supplier cooperation, supplier
requirements and monitoring of wage payments, wage initiatives

- Analysis and prioritisation: Wage gap analysis and countries prioritised as a result.
Brief description of the method of analysis.

- Factory-level action: Wage digitisation programme for factory workers

Source: Marks & Spencer, Website und Blog

Grievance channels and grievances received (Indicator 4.2.5)

This requirement applies to grievance mechanisms available both locally
(“factory-level”) and externally (“back-up”) to potentially affected stakeholders in
your supply chains.

With the presentation, you first tie in with your policy, in which you as a company
commit to recording and following up on grievances addressed to you. In the report-
ing, you now specify how exactly this can happen (e.g. via an email address that is
mentioned in the policy) and you add what other mechanisms there are for poten-
tially affected stakeholders (CE 5).

The following information may be of interest for reporting:

I For whom are the grievance channels accessible?
I At which supply chain stage are they located?
I Which actor is running them?

I How do the mechanisms work?

Keep in mind that promoting grievance mechanisms and providing remedy are an
integral part of your due diligence processes. The use of grievance mechanisms by
affected stakeholders shows you risks or violations. Corrective action may allow you
to reduce risks in the future. Good reporting will show these links.

The Green Button calls for grievance mechanisms initially at the level of manufactur-
ing in high-risk countries and with high-risk suppliers. Good practice is to also take a
stand where there do not yet seem to be sufficiently effective mechanisms in the
deeper supply chain. It may also be that a particular back-up mechanism of an
initiative does not cover all your procurement countries (at the level of manufactur-
ing and beyond). It might also be helpful to report on the risk issues where grievance
mechanisms play a particularly important role. These in-depth presentations contrib-
ute to the comprehensibility and traceability of your due diligence work (see “Formal
requirements” 4.1).

You are also expected to report at least in aggregated form on grievances received.

Aggregated in this context means that you essentially use anonymous information,
and instead of reporting on individual cases, you can cluster complaints into different
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groups, e.g. on themes of violations, number of affected stakeholders, geographic
regions, type of stakeholders who submitted the grievance, etc. The information on
cases is important to demonstrate whether/that the mechanisms are accepted by the
stakeholders. No grievances received may indicate ineffective mechanisms that are
not used by stakeholders. Accordingly, communication about ongoing grievance
procedures and the outcome of these is a way to show that received complaints are
taken seriously and adequately considered.

EXAMPLE

Reporting on grievance mechanisms, adidas

The company describes its independent grievance mechanism on its website and
complies with its commitment to disclose how many third-party grievances regarding
labour or human rights violations it receives each year. It explains that these are to be
distinguished from grievances received by adidas “directly from workers through
worker hotlines and other grievance channels” in production countries. Adidas
provides a detailed description of the process and explains how it responsibly handles
details of grievances and parties involved.

The information in the annual reporting shall include the following references (if
agreed by stakeholders):

Which organisation the grievances came from

- Date

Handling of the grievance

Processing status
Quelle: adidas, Website

STAGE B - PROGRESS AFTER TWO YEARS

At this stage you must now also report on remedy and corrective action taken in relation to grievances received (CE 5). This

means that you have to report on the whole process from the receipt of the grievance to the implementation of remedy and

remediation. In doing so, you will also describe your learning experiences in dealing with grievances and developing and
22 implementing corrective action.

Involvement of external and potentially affected stakeholders
(Indicator 4.2.6)

This element of your reporting is closely linked and likely to overlap strongly with the
presentation of your actions and challenges (see above).

You should present the topics on which you have exchanged with external stakehold-
ers in the course of your current due diligence processes and what results or insights
have resulted from this. This also includes the exchange with your suppliers.
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STAGE B - PROGRESS AFTER TWO YEARS

After two years, this account must also cover how you have addressed the needs of particularly vulnerable stake-
holders and groups in your due diligence work, and how you have engaged with them or their legitimate representa-
tives on this. Many of your measures have also been and are being developed and implemented in exchange with
relevant external stakeholders. You have selected partners for this purpose in view of your prioritisation and joined or
initiated initiatives. While you have recorded your intentions and strategies behind them at stage A, you now have to
report transparently on the results and topics of such exchanges or cooperation formats. You do not need to publicly
disclose sensitive internal information or possible discrepancies with stakeholders, but rather to present learning
. experiences and know-how in a comprehensible way.

Increasing supply chain transparency (Indicator 4.2.7)

Public transparency about your supply chain is not an end in itself, but a
fundamental part of corporate due diligence. Transparency about supply chain
structures is first of all a condition for external parties with expertise to be
able to assess on which basis your risk prioritisation and further due diligence
processes are built. In addition, information on procurement countries and
regions allows stakeholders in your supply chain, such as representatives

of affected stakeholders, to make connections between a risk context and

you as a relevant actor. Indications of potential or adverse impacts from
external parties may reach you more quickly as a result. This helps you to
gather information and insights and make an informed risk analysis.

The Green Button requirement is that companies publish procurement
countries for the level of manufacturing (including outsourced process steps
printing, embroidery, washing) and wet processes (process steps finishing,
bleaching, and dyeing) on their own website and also name specific regions.
There will probably (still) be gaps in the implementation. As long as you can
identify them and explain them in a comprehensible way, this is acceptable.
Refer to this again in the step-by-step expansion of your risk analysis.

STAGE B - PROGRESS AFTER TWO YEARS

After two years, you now publish a list of all procurement countries or regions up to the level of raw material
B2 extraction. You may continue to publish information gaps.
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GUIDING QUESTIONS FOR IMPLEMENTATION

- What information do you need to gather internally to enable insightful communication on the implementation
of your company’s due diligence?

- Who needs to be involved and when in order to collect the relevant data for the respective reporting period?
- Where and how should you place your coverage so that it is easy for outsiders to find?
- Stage B: Which parts must be available for international stakeholders at least in English?

- How can you communicate a realistic picture to outsiders who do not know your company that you know your
most significant risks and are fulfilling your due diligence obligations?

- Stage B: How can you tangibly demonstrate progress and effectiveness of your actions?
What are alternative ways and information to do this if KPIs are not available for certain areas?

- What information do you have on your own grievance channel and other grievance mechanisms available in
supply chains? How can you communicate in a coherent and clear way what options potentially affected
stakeholders have to submit grievances? How do you summarise and accurately present the issues on which
grievances have been received?

- Stage B: What have you learned from handling grievances and how do you realistically represent
the extent to which you have been able to provide remedy and remediation?

- How do you ensure that developments and learning experiences can be understood from the outside? How can
you help internal stakeholders feel comfortable to communicate openly about challenges and setbacks as well?

- Stage B: How can you present in a clear and differentiated which strategy you are pursuing towards living
wages and which concrete steps you have already taken?

Examples of public reporting

POSSIBLE
PROOF

3/

I Annual company/sustainability report (also in the context of other memberships, e.g.
Fair Wear Foundation, Textiles Partnership, ETI etc.)

I Communication on the company website (dated with a clear time reference)
I Company newsletter (only in addition to other formats such as sustainability reports)

I Documents accessible via the company website that document and explain the due
diligence processes
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CORE ELEMENT 5:
GRIEVANCE MECHANISMS AND REMEDY

Expectations of companies

Effective grievance mechanisms play a central role in strengthening human rights, integrity, and environmental protection in
textile supply chains. Promoting such mechanisms is more than just one task among many for companies, but a very funda-
mental part of identifying problems and giving people the opportunity to communicate their concerns. A grievance mecha-
nism is a process that provides a formalised opportunity for an individual or group to raise human rights, integrity, or
environmental grievances, ideally before they lead to adverse impacts. If needed, a functioning grievance mechanism also
provides an opportunity for affected stakeholders to seek remedy for adverse impacts that have occurred.

Since governmental grievance systems such as courts, authorities, or ombudsman systems do not function adequately in
many countries due to high court costs, long proceedings, or corruption, non-governmental grievance mechanisms play an
important role. Here, a distinction is made primarily between factory-level/local grievance mechanisms at the supplier level
and so-called back-up grievance mechanisms. Supplier-level systems are always the first and preferred way to solve problems
directly between workers and the responsible employer. Due to the generally known weaknesses of such mechanismes, it is the
responsibility of the purchasing company to assess their existence and effectiveness and to offer supportive measures if
necessary. At the same time, back-up grievance mechanisms serve as a kind of safety net or escalation mechanism when
mechanisms directly on the ground do not work or are not available to affected stakeholders. They are made available to
affected stakeholders by purchasing companies or local or international multi-stakeholder organisations, such as the Interna-
tional Accord for Health and Safety in the Textile and Garment Industry in Bangladesh or newly emerging initiatives like
amfori SPEAK FOR CHANGE in Vietnam. The Fair Wear Foundation provides a grievance mechanism in various countries.

In principle, companies are required to provide effective grievance mechanisms for all those who may be directly affected by
adverse impacts related to your business relationships or your business activities or products. Within the framework of the
Green Button, the requirements for grievance mechanisms are concretised at the manufacturing level. In addition to specific
requirements for the grievance mechanisms themselves, the necessary internal requirements must be in place to respond
appropriately to grievances received and to provide adequate remedy in the event of adverse impacts. After developing
corrective actions and consulting with affected stakeholders/legitimate representatives, suppliers, and possibly other stake-
holders, your company must ensure that the measures are also implemented on the ground.

Depth of the obligation to provide proof

The responsibility to ensure effective grievance mechanisms, according to the Green Button requirements, relates to high-
risk countries or high-risk suppliers at the manufacturing level - i.e. where the need for functioning grievance systems is high
and a purchasing company can more easily exert influence. As a producing company, the focus is on one’s own production
facilities. The responsibility to provide remedy and remediation goes further. It refers to any legitimate grievances and
adverse impacts on the ground that your company has caused or contributed to through its purchasing practices. Such are
identified by companies through their own existing processes such as audits or local teams, or brought to them by other
stakeholders. They may thus include impacts in the deeper supply chain in addition to the production contexts you are aware
of (according to supply chain mapping).

87 CONTENTS INTRODUCTION BASIC PRINCIPLES CE1 CE2 CE3 CE4 CES GLOSSARY


https://img1.wsimg.com/blobby/go/7b3bb7ce-48dc-42c3-8e58-e961b9604003/downloads/1%20September%20-%20International%20Accord%20on%20Health%20a.pdf?ver=1642152527026
https://img1.wsimg.com/blobby/go/7b3bb7ce-48dc-42c3-8e58-e961b9604003/downloads/1%20September%20-%20International%20Accord%20on%20Health%20a.pdf?ver=1642152527026
https://www.fairwear.org/programmes/complaints

GUIDE: CORPORATE DUE DILIGENCE PROCESSES // GREEN BUTTON

Embedding in the corporate due diligence process

Grievance mechanisms play a central role in your due diligence process as they provide an important link to risk identifica-
tion, mitigation measures, and remedy and remediation in the event of harm. They are also a tool for communicating with
stakeholders and their representatives. To some extent, they are also a complement to your company’s own structures and
exchange processes with supply chain partners. As an information channel, they help you learn about specific impacts in your
supply chain. They also offer the possibility to obtain more detailed information in case of known risks or - in combination
with other tools - to check or track the impact of implemented measures.

In simple terms, you deal with findings from the grievance systems in the following way: Incoming complaints inform you
about adverse impacts. In justified cases, you then provide focused remedy and remediation for affected stakeholders (CE 5).
In addition, the information is used in the prioritisation of risks (CE 2) and the development of basic prevention and/or
mitigation measures (CE 3). In your reporting (CE 4), you summarise the nature of mechanisms in your supply chains and the
types of grievances you receive.
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INTERACTION OF GRIEVANCE MECHANISMS AND
REMEDY WITH OTHER CORE ELEMENTS

CE1: POLICY ON RESPONSIBLE
BUSINESS CONDUCT

Provision of the framework

. OECD sector risks provide
through commitment

the framework

Presentation of the process and
GRIEVANCE incorporation of important insights from
MECHANISMS AND REMEDY grievances received

Provides evidence of actual impacts and

influences the assessment of risks N |
> H
p !
Defines suppliers who are supported in CE2: ANALYSIS AND
setting up and improving grievance PRIORITISATION OF RISKS
mechanisms

Remedy and

AND ADVERSE IMPACTS
remediation for
specific cases of

dverse impacts
/ a __‘/%
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CE4: PUBLIC REPORTING J CE 3: PREVENTION
AND COMMUNICATION AND MITIGATION

Nature of grievance channels as
well as aggregated information
on grievances are presented
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OVERVIEW OF THE RELEVANT GREEN BUTTON CE/5
INDICATORS

ACCESS TO EFFECTIVE GRIEVANCE MECHANISMS

5.1.1 Gap analysis of grievance mechanisms

5.1.2 Back-up grievance mechanisms (stage A + B)

5.1.3 Factory-level grievances mechanisms (stage A + B)

5.1.4 Formal requirements

HANDLING OF GRIEVANCES, REMEDY, REMEDIATION

5.2.1 Conditions

5.2.2 Handling grievances and adverse impacts

5.2.3 Corrective action and remedial measures

5.2.4 Formal requirements

5.2.5  Follow-up on the measures (stage A + B)

@& INFO

All indicators in this
table are linked
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CRITERION 5.1
ACCESS TO EFFECTIVE GRIEVANCE
MECHANISMS

Promoting access to remedy and remediation, for example through
grievance mechanisms, is one of the key tasks of corporate due diligence
for individual companies, as well as an urgent concern for the industry as
a whole. The possibilities for workers and other stakeholders to raise
awareness of grievances are manifold in theory, but often severely limited
in reality. In many cases, channels and processes prove to be non-existent
or ineffective. Companies are therefore required to actively promote
access to grievance mechanisms or, where they do not exist, to collaborate
on new solutions. This includes both in-factory/local and back-up
mechanisms (see below).

Gap analysis of grievance mechanisms (Indicator 5.1.1)

In terms of a risk-based approach, your company is challenged to improve, support, or
establish grievance mechanisms at the manufacturing level where the greatest needs
exist, i.e. in high-risk countries or with high-risk producers that you have identified
through your risk analysis. Before you can plan meaningful and targeted improve-
ments, it is first necessary to understand and assess the current “landscape” of
grievance mechanisms in these parts of your supply chain. This includes an overview
of where which types of mechanisms exist and on which issues they are available to
which groups of stakeholders (scope). It also requires a critical assessment of how
effective and helpful they currently are from the perspective of potential users.

The assessment of whether a grievance mechanism is truly effective should be based
on the eight effectiveness criteria of the UN Guiding Principles.
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Textiles Partnership
Infopaper Complaints Mechanisms and
Remedy (2018)

(Gives a comprehensive overview of the
process of improving access, along the
lines of the GK criteria)

DGCN/twentyfifty

Worth Listening - Understanding and
implementing human rights grievance
management

(Questions on effectiveness criteria

(p. 34-35) / general introduction to the
topic / mapping of needs / testing the
accessibility of grievance mechanisms)

Amfori

BSCI How to Set up a Grievance
Mechanism

Federal Office for Economic Affairs
and Export Control

Grievance Mechanism - organize,
implement and evaluate

(available in german)

Textiles Partnership

Due Diligence, Social Audits,
Gender-Based Violence

OHCHR

Accountability and Remedy Project III:
Enhancing effectiveness of non-State-
based grievance mechanisms in cases of
business-related human rights abuse
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https://www.amfori.org/en/solutions/governance/speak-for-change
https://www.amfori.org/en/solutions/governance/speak-for-change
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https://www.bafa.de/SharedDocs/Downloads/DE/Lieferketten/handreichung_beschwerdeverfahren.html?nn=1469750
https://www.textilbuendnis.com/download/dd-social-audits-gbvh/
https://www.textilbuendnis.com/download/dd-social-audits-gbvh/
https://www.ohchr.org/en/business/ohchr-accountability-and-remedy-project/phase3-non-state-based-grievance-mechanisms
https://www.ohchr.org/en/business/ohchr-accountability-and-remedy-project/phase3-non-state-based-grievance-mechanisms
https://www.ohchr.org/en/business/ohchr-accountability-and-remedy-project/phase3-non-state-based-grievance-mechanisms
https://www.ohchr.org/en/business/ohchr-accountability-and-remedy-project/phase3-non-state-based-grievance-mechanisms
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CRITERION OF EFFECTIVENESS
LEGITIMATE

They enable the trust of the stakeholder groups for which they
are intended and are accountable in terms of a fair handling

of grievance procedures. Access to (extra)judicial grievance
mechanisms must be guaranteed so that not only alleged
human rights violations can be addressed.

ACCESSIBLE

They are known to all potential users and provide sufficient
support with regard to particular barriers related to access.

PREDICTABLE

They ensure a clear, known procedure with a predictable time
frame for each stage of the process, as well as clear statements
on available types of processes and outcomes.

EQUITABLE

Users have reasonable access to information, advice and exper-
tise to participate in the grievance process in a fair, informed
and respectful manner. Barriers such as language, literacy,
cost, location of the process must also be taken into account
and compensated for.

TRANSPARENT

You shall keep the parties of a grievance process informed of
its progress and provide sufficient information on the perfor-
mance of the grievance mechanism to build confidence in its
effectiveness and to take account of any public interest. En-
quiries must be answered.

RIGHTS-COMPATIBLE

You ensure that outcomes and remedies are in line with inter-
nationally recognised human rights.

INTRODUCTION

10.

11.

PROCESS REQUIREMENTS

Has a clear process been established for dealing with com-
plaints?

Have clear responsibilities been defined and have the staff
responsible for handling incoming complaints been ade-
quately trained?

Is there a clear commitment that people who make a com-
plaint will not be disadvantaged or penalised for doing so,
and is compliance monitored?

Is there a mechanism in place to protect personal data in
the grievance process?

Are potential users aware of the process and able to use it?

Have the grievance process, the timelines for the com-
plaints process and possible solutions been developed in
advance and communicated to potential users?

Is the necessary support provided to enable potential us-
ers to actually use the process?

Are users informed about the progress of the process?

Is the effectiveness of the mechanism reviewed and com-
municated internally as well as externally?

Are particularly severe grievances escalated and priori-
tised?

Are solutions and remedies developed with the needs of
those affected in mind?
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How can you concretel i i i
you y che.ck the e.ffectlveness.of grlevan.ce me.chamsms as .a Iil ASSISTANCE
company? Your approach will certainly depend in the reality of implementation on
what kind of grievance mechanism you want to assess, who the actors involved are or
where and how it is operated, and what information is available to you. Further Shift

guidance on how to approach the assessment of mechanisms can be found in the Remediation, Grievance Mechanisms
boxes below. and the Corporate Responsibility to
Respect Human Rights

Workshop Report No. 5, Annex D, p.2 and
p. 12 (Overview of questions that can be
used to enter into dialogue with suppliers

. . on the topic of grievance mechanisms)
Factory-level/local mechanisms can be accessed locally by workers at suppliers’

facilities, both inside and outside the production facilities, e. g. grievance boxes,
telephone hotlines, apps, confidants, workers’ representatives, (non-)government
agencies. For these numerous and diverse systems, you are not required to record the
respective mechanisms for each production facility and assess them in the specific
context. Instead, you can assess the mechanisms used in the facilities in general, based
on their type. For example, how do you assess the effectiveness of grievance boxes in
general? Do workers trust these mechanisms? Is it used successfully in many work-
places? Is it transparent how grievances are dealt with?

You can find out information about mechanisms and their design, for example, via
- Audit reports

- Own observations during visits to the production facility

- Results from interviews with workers in the context of other activities, formal or
informal, such as training or dedicated human rights impact assessments

- Self-disclosure or discussions with suppliers
- Exchanges with other companies that have production at the supplier’s facility
- Exchanges with local trade unions, civil society representations

These sources provide you with indications on how to assess certain mechanisms at
the factory level in principle and how back-up grievance mechanisms make sense as a
supplement or escalation option.
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Back-up mechanisms refer to channels that purchasing companies provide or are
involved in and that employees can access.

This includes for example

at the national level: trade unions, NGOs, government agencies,e.g. support of
Syrian workers in the Turkish textile industry

at the industry/sector level: FWF Complaints Mechanism, Textiles Partnership
Initiative Complaints Mechanisms, Bangladesh Accord Safety Complaints
Mechanism, Alliance’s Amader, Kotha Helpline, mechanisms of other industry
actors such as standard or certification organisations.

at the level of different sectors: Amfori SPEAK FOR CHANGE, Third Party
Complaint Process of the FLA, Alleged Code of Violation Procedure of the ETI,
standard or certification organisations, e.g. Complaints Escalation and Reporting
Process of SAAS.

At the international level: trade unions, NGOs, supranational political
organisations, e.g. OECD contact point, mechanisms as part of framework
agreements with trade unions.

controlled by your own company

Information on mechanisms and their design can be found, for example, via

Process descriptions of the mechanisms
Exchanges with other companies using the same mechanism
Own experience gained in dealing with past grievances

Self-disclosure or discussions with suppliers and the organisations involved in
implementation

Audit reports
Own observations during visits to the production facility

Results from interviews with workers, also in the context of other activities, formal
or informal, such as training or dedicated human rights impact assessments.

Exchanges with local trade unions, civil society representations
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Amfori

The amfori External Grievance
Mechanism

Bangladesh Accord
Safety Complaints Mechanism
(Country-sepcific: Bangladesh)

Fair Labor Association (FLA)
Third Party Complaint Process

Fair Wear Foundation
Complaints Mechanism

(Countries see website, membership
necessary)

Ethical Trading Initiative
Alleged Code Violation Procedure

ILO
Forced Labour Complaint Mechanism
(Country-specific: Myanmar)

IDH
LABS Helpline

(Country-specific: India, Vietnam,
Cambodia)
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https://www.amfori.org/en/solutions/governance/speak-for-change
https://www.amfori.org/en/solutions/governance/speak-for-change
https://www.rsc-bd.org/en
https://www.fairlabor.org/accountability/fair-labor-investigations/tpc/
https://www.fairwear.org/programmes/complaints
https://www.ethicaltrade.org/resources/eti-alleged-code-violation-procedure
https://www.ilo.org/yangon/complaints/lang--en/index.htm
https://www.idhsustainabletrade.com/news/labs-helpline-launched-in-india-and-vietnam/#:~:text=The%20LABS%20Helpline%20number%20in%20India%20is%201800%2D212%2D5227,8%20am%20to%208%20pm
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An initial assessment of the nature and effectiveness of your work is usually quickly
made. What is required, however, is that you clearly identify gaps, i.e. that you can
name in which respect effectiveness is or could be impaired. It should also be empha-
sised that this task is not a mere consideration of the formal existence of a channel,
but of the entire grievance process and how grievances are handled by those responsi-
ble. In the case of back-up mechanisms, about which you as a company can typically
obtain information more easily, you are to make this assessment in more detail. In the
case of local mechanisms, you should base your assessment on secondary sources
such as available studies or expert opinions. If possible, this assessment should also
include direct feedback from (potential) users. Especially these insights will help to
improve the existing systems in the next step It is therefore advisable to “work
through” the principles of effectiveness using the list of questions shown in the table.
Further guidance on this can be found, for example, in the DGCN guide.

Here is a summary of the steps and questions you typically go through to assess gaps
and needs in grievance mechanisms as described above:

1. Result of risk analysis (CE 2)

I In which countries, regions, and/or with which (groups of) suppliers are risks
significant, so that the assessment and promotion of grievance mechanisms is
particularly urgent?

I Are there contexts for which you already have evidence of non-functioning
grievance mechanisms?

2. Mapping grievance mechanisms at the level of garment manufacturing

I Which groups of people need access to grievance mechanisms as they may be affected
by adverse impacts?

I In which countries are there the greatest problems in terms of access to effective state
grievance systems?

I What do you currently know about existing supplier grievance mechanisms?
Which groups can access them and on what issues?

I In which countries or with which suppliers can affected stakeholders possibly resort to
back-up grievance mechanisms if they cannot get anywhere locally?

3. Assessment of effectiveness

I Local grievance mechanisms at suppliers’ facilities: Who has effective access to the
mechanisms? What information do you have on whether these can be used
satisfactorily from the perspective of affected stakeholders? According to your
knowledge, where are the biggest gaps?

I Back-up grievance mechanisms: Which groups can access them and on which topics?
What information do you have as to whether these can be used satisfactorily from the
point of view of affected stakeholders? According to your knowledge, where are the
biggest gaps?
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STAGE B - PROGRESS AFTER TWO YEARS

You should conduct the gap analysis on a regular basis, at least every two years, incorporating new findings, for example on
procurement countries and thus changing priorities in your supply chains. Ensure that the “landscape” of grievance mecha-
nisms is captured, especially for newly added risk countries or high-risk suppliers. For contexts where you have been working

on improving grievance mechanisms over the past two years, the renewed gap analysis is a good opportunity to evaluate
progress and developments.

Back-up grievance mechanisms (Indicator 5.1.2)

When initiating improvement measures, you now build closely on your findings from
the gap analysis. For the work on back-up mechanisms, this means that you only take
action where there are currently insufficient options for affected stakeholders at the
local level and where escalation options are deemed necessary. This approach is
intended to prevent unnecessary parallel structures. The establishment and/or
improvement of mechanisms continues to be oriented towards making mechanisms
effective according to the criteria of effectiveness.

Specifically, the Green Button calls for the following approach in relation to the respective risk context:

If you do not yet participate in a If you already participate in a If there is no back-up mechanism
back-up mechanism: back-up mechanism (e. g. through for a country/risk context so far:
membership):

Check whether it makes sense foryouto = Actively work towards improvement, e.g. =~ Discuss with legitimate representatives

participate in an existing mechanism. by participating in working meetings, of potentially affected stakeholders and
providing resources, communication, other external stakeholders (e.g. peers or
piloting, training, and education. industry initiatives) whether and how a

new mechanism can be built.
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DEVELOPMENT - STEPS TOWARDS STAGE B

After evaluating options as required, you should soon decide where and in what way you will actively engage in improving
grievance mechanisms. In order to proceed in a structured way, as with other measures, you should set goals at the outset
and determine how you will track and document progress. The details will depend on the type of mechanism you are
supporting or developing, the actors involved, and your role in the system. It is particularly important that even if you are a
member of a potentially large recognised initiative, you yourself as a company are aware of your role, responsibilities,
activities, and also your objectives and track this independently. In the Green Button, this helps you to demonstrate your
commitment.

STAGE B - PROGRESS AFTER TWO YEARS

At stage B, you must participate in an existing grievance mechanism that is available to affected stakeholders in at least one
risk country at the manufacturing level, according to your risk prioritisation. In addition or alternatively, you must be able to
show where you have made progress (in collaboration with other stakeholders where appropriate) in improving or building
such a mechanism. In addition, you need to have set goals for how you will further promote access to back-up mechanisms
in wider contexts and in relation to the findings of your gap analysis.

Factory-level grievance mechanisms (Indicator 5.1.3)

Through your information gathering in the gap analysis, you have already created a
basis for improving factory-level grievance mechanisms with your suppliers at the
manufacturing level. In the case of indirect procurement, you now need to organise
the cooperation in such a way that - if necessary together with your intermediary
partners - they reach the affected production facilities and work on solutions there.
Potentially affected stakeholders and/or their legitimate representatives are involved.
Similar to the measures described in CE 3, this work can, for example, consist of
trainings, consultations, or the procurement of experts or partners for the implemen-
tation. You can work individually with suppliers or through group formats or peer
learning. It is important to be aware of your role and the nature of your actions. The
aim is to support and empower suppliers to make improvements to processes and
systems. Again, keep in mind the principle of appropriateness and use your resources
based on risk and your ability to influence it.

Where there is not yet a common basis or direction with suppliers, a valid first step
may well be targeted discussions to build understanding and develop an action plan.
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STAGE B - PROGRESS AFTER TWO YEARS

Much like the implementation of other due diligence measures at the supplier level (3.2.3), you need to ensure that you take
learning experiences into account in the further development and adaptation of your measures. This also involves evaluat-
ing the effectiveness of the measures. For this, it can be helpful to talk to suppliers about impact monitoring based on KPIs,
which the suppliers then implement.

KPIs for grievance mechanisms could be, for example, the following: Duration/period of resolution of grievances raised,
type of grievances within a given period, resolution rate of grievances raised within a given period, etc. While these indica-
tors rightly measure progress mainly from the perspective of the stakeholders/complainants, it is also important to
understand how the responsible supplier itself assesses the work on its grievance mechanism and what challenges it may
experience in the process.

In the spirit of good partnership, you should be open to such insights and work with the supplier to find solutions or
I improvements. Ultimately, a local mechanism will only be effective in the long term if it is accepted by those responsible
and is manageable.

Formal requirements (Indicator 5.1.4)

The previous indicators have already addressed a number of fundamental principles
that should be considered when promoting grievance mechanisms. The Green Button
examines a selection of these in focus, as they are particularly fundamental.

These principles should be kept in mind in all your efforts to improve grievance
mechanisms:

I the local and anonymous accessibility of the mechanisms,

I setting up mechanisms only where and in such a way that they do not undermine
existing structures, especially of trade unions and workers’ representatives,

I protection against retaliation for users of the mechanisms

Typical access barriers for users can be:

I Lack of awareness about the existence of the mechanism
I Language

I (Functional) illiteracy

I Cost

I Physical location of the persons

I Fear of repercussions or negative consequences

I Lack of confidence in the mechanism

I The printing of complaint numbers on products
(Source: DGCN: Worth Listening)
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GUIDING QUESTIONS FOR IMPLEMENTATION

- What do you know so far about effective grievance mechanisms at the level of manufacturing?
Have you analysed the existing local or back-up grievance mechanisms in terms of the eight effectiveness
criteria from the perspective of potentially affected stakeholders?

- Where do effective local grievance mechanisms exist and what needs for improving or providing effective
back-up grievance systems can be derived from this?

- What patterns do you see in the analysis across your suppliers? On which gaps and challenges could you
generally work with suppliers or external partners on improvements?

- Given the structure of your supply chain and the capabilities of the business, what is the most effective
approach to improving back-up systems or setting them up if necessary?

- Stage B: Can you demonstrate how you have made concrete progress towards improved effectiveness in your
work or participation in a back-up mechanism? What metrics can be used to track this in the future?

- How can you ensure that working with suppliers on their factory-level mechanisms leads to improvements that
are supported by them and are therefore actually effective? For companies with your own production:
Are your mechanisms effective in terms of the UN effectiveness criteria?

- Stage B: What are the lessons learned from the work on grievance mechanisms so far and how can you
usefully take this into account in future measures?

- What can you do to ensure the effectiveness of the systems? How can you improve communication and accessi-
bility for potential users and especially vulnerable groups such as minorities or informal workers and demon-
strate this?

Gap analysis

POSSIBLE
PROOF

I Process description for analysing the effectiveness of the grievance mechanisms, for
example checklists/tools/sources used as well as results

I Overview of grievance mechanisms used at the level of garment manufacturing in
high-risk countries and with high-risk suppliers

I Documentation of gap analysis/ needs analysis of grievance mechanisms, e.g. on lack
of information/ mechanisms, lack of accessibility for potentially affected stakeholders

Promotion of back-up grievance mechanisms

I Documentation of improvement needs for back-up grievance mechanisms with regard
to the effectiveness criteria of the UN Guiding Principles

I Emails, meeting notes on communication about grievance mechanisms with stake-
holders

I Documentation on the company’s participation in the mechanisms

I Documentation on the status of back-up grievance mechanisms in at least one risk
country

I Documentation of the implementation progress of measures
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Promotion of factory-level/local grievance mechanisms

POSSIBLE
PROOF

I Document the company’s support to improve factory-level/local grievance mecha-
nisms, e.g. communication via email, digital platforms, or other forums with suppliers,
users/stakeholders, or their legitimate representatives.

I Documentation of the improvement of measures, including documented findings and
learning experiences with regard to the effectiveness criteria of the UN Guiding
Principles.

CRITERION 5.2
HANDLING OF GRIEVANCES/ADVERSE
IMPACTS, REMEDY, AND REMEDIATION

This criterion describes how you, as a company, are required to address
grievances from affected stakeholders and adverse impacts in supply
chains, and to provide appropriate remedy and, where necessary,
remediation. These requirements relate both to the handling of grievances
that are brought to your attention and to the handling of adverse impacts
in general that you have become aware of as part of your due diligence
work through other processes and channels (e.g. in evaluating audit
reports or dialogue with trade unions). So link processes where you learn
about adverse impacts to planning targeted corrective action.

In addition, the Green Button requirement also covers grievances/adverse impacts
related to past business relationships. You must also provide due diligence for incidents
with suppliers with whom you had an active business relationship until less than six
months ago. The textile industry is often associated with highly volatile and unstable
business relationships, with widespread grievances. For these reasons, it is hoped that
this will prevent companies in practice from parting ways with unwanted partners
without taking into account the consequences and possible unresolved problems for
workers. For more on responsible termination of business relationships, see CE 1.
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Conditions (Indicator 5.2.1)

In addition, the subsequent process of remedy and remediation requires the develop-
ment of a structure to ensure that the above requirements for effective grievance
mechanisms (5.1.1) are implemented. Responsibilities, decision-making processes, and
possible funding must be clarified internally in your company, so that clarity is given
when cases arise and action can be taken quickly. The concrete design for grievances
depends on whether your company has its own mechanism or you work with an
external organisation or a combination of both approaches. The way you deal with
other adverse impacts can also vary depending on the issue and the people involved.

At the very least, it should be clear in both cases who is internally responsible for
dealing with grievances or indications of adverse impacts, what happens when they
are received by the company or an external organisation, and what the next steps are
in terms of timing to investigate and resolve the issue. It has proven useful to explain
these issues and questions in a process description.

In particular, for zero tolerance issues such as forced labour or child labour, which are
generally considered difficult, there is already detailed guidance from experts on how
to identify and appropriately develop remedy and remediation. Such guidance can
also serve as an example for you to develop similar guidelines and processes for other
issues and cases of adverse impact.

The company outlines how it will act in the event of violations of fundamental
children’s rights. This includes:

- definitions and field of application

- own responsibilities, including informing about its zero tolerance stance, identifying
expert organisation to work out solution, maintaining business relationship with
affected supplier

- responsibilities of the affected supplier, incl. commitment to a solution in the
interest of the affected stakeholders, removal of the affected stakeholders from the
work context, examination of employment possibilities for adult family members,
etc.

- a protocol with action steps for all parties involved, divided into short-term
measures, creation of a plan for remediation and continuous follow-up

Source: Hunkeméller, Child Labour Policy 2022
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Handling grievances and adverse impact (Indicator 5.2.2)

Based on the structures you have created, this requirement is about actually imple-
menting the process of receiving and processing grievances well. The documentation
of all grievances received is fundamental to this. In the case of grievances that you as a
company receive yourself, you must evaluate them in terms of their factual accuracy.
Legitimate grievances/concrete adverse impacts are subsequently evaluated according
to their severity and urgency. In the case of externally operated mechanismes, this part
is taken over by the respective organisation.

Within your own company, the Green Button expects you in both cases to examine
how you are connected to the adverse impacts and where your responsibility lies. This
must be examined on a case-by-case basis in the case of specific grievances and
adverse impacts that you learn about. What exactly such an examination looks like
depends on the case. At a minimum, it is advisable to document how a particular
problem on the ground is related to your own procurement practices. Your findings
from this ongoing task will also help you improve your basic analysis of your own risk
factors (2.3.1) and identify clear patterns..

EXAMPLES OF THE LINK BETWEEN YOUR ACTIVITIES AND AN ADVERSE IMPACT

Y, ASSISTANCE

Examples of processes and measures to
remedy adverse impacts::

Impactt

Operational Procedures for Remedia-
tion of Child Labour in Industrial
Contexts, 2008

Verité

Remediation and Elimination of Recruit-
ment Costs Charged to Migrant
Workers, 2019

adidas

Overview of complaints handling in
2024

Fair Wear Foundation

Aurrent overview of FWF complaints
and how they were resolved
(Complaints can be filtered by country
and topic)

Direct causation Contribution Indirect link

- Instructing a supplier to give preference to + Short-term order changes leading to excessive - Placing your orders in a region where, due to
certain populations in the completion of your overtime on site certain local conditions, many migrant work-
orders - Orders for specially coloured products that ers are employed, but in reality are unfairly

« Abuses in own production facilities lead to sewage pollution recruited.

» Demanding hard-to-obtain environmental cer-
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https://uploads.guim.co.uk/2016/03/22/impactt_operational-procedures-for-remediation-of-child-labour-in-industrial-contexts_revision_26112008.pdf
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https://uploads.guim.co.uk/2016/03/22/impactt_operational-procedures-for-remediation-of-child-labour-in-industrial-contexts_revision_26112008.pdf
https://www.verite.org/remediation-of-recruitment-costs/
https://www.verite.org/remediation-of-recruitment-costs/
https://www.verite.org/remediation-of-recruitment-costs/
https://res.cloudinary.com/confirmed-web/image/upload/v1740499719/adidas-group/sustainability/human-rights/cases-recieved-and-actions-taken/Summary_of_Human_Rights_Complaints_Handled_by_Sung_In_Marshall_1_lumxbc.pdf
https://fairwear.force.com/public/s/complaints
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Corrective action and remedial measures (Indicator 5.2.3)

Under the Green Button and international frameworks, your company is responsible
for taking corrective action if it has directly caused or contributed to adverse impacts.
However, it is often legally unclear or varies widely depending on context and
national law what specifically is required of companies. In practice, the critical public
and stakeholders now expect companies to take responsibility for serious supply
chain abuses, regardless of the legal situation.

I Example: ILO compensation fund for victims and survivors of the Ali Enterprise fire in
Pakistan with participation of KIK

In both cases, the corrective action and remedial measures taken by the companies or
foundations involved were - legally speaking - voluntary (as of March 2022). The LkSG
stipulates that companies covered by the Act must take appropriate corrective action
from 2023 onwards and, for example, draw up a concept to end or minimise viola-
tions. The LkSG does not include an obligation to provide remediation.

Remedy

If adverse impacts have occurred, remedial measures or corrective action are taken to
end the violation or minimise its extent. The measures are also intended to protect
affected stakeholders from further harm and to provide remediation. Examples of
remedial measures include mediation or arbitration, adjudication, investigation or
negotiation, implementation of corrective action plans, training, payment of wages or
benefits, reinstatement of workers or recognition of trade unions.

Remediation

Remediation is an important component of remedy. Remediation aims to compensate
those affected for the adverse impacts. Measures can take different forms and do not
necessarily have to include financial compensation. Apologies or participation in
education and training programmes for affected stakeholders may also be considered,
for example.

The most important principle for developing remedy or remediation is that it should
be based on the severity of the impact. The key question in developing remedy or
remediation is: does the action or measure offered meet the real need of the affected
person(s)?

If the company has contributed to or caused the human rights violation, it is not
sufficient to pass on measures for remedy or reparation to the importer without
further involvement such as providing resources (time, money, support, etc.).
This does not constitute participation in the sense of cooperation.
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The most serious adverse impacts on human rights, the environment, and integrity,
which must be prioritised as a matter of principle, are at least child/forced labour,
violation of freedom of association, and gender-based violence. The Green Button
expects you to take immediate action in such cases to avert further dangers.

The company presents a corrective action plan that it intends to follow for cases in its
supply chains, but also emphasises the intention to consider the diversity of cases and
causes of problems in individual cases. The plan makes reference to, among other
things:

In-house supervision and responsibility in processing
Review and investigation of the case, incl.

Checking evidence and local laws
Communication with the source/whistleblower

Contact local experts or the FLA, an MSI of which Patagonia is a member, for
technical support and advice.

Communication with the management of the supplier company concerned

In-depth auditing of the factory concerned and, if necessary, other organisations
involved such as employment agencies; exchange with affected stakeholders and
their representatives.

Contacting other purchasing companies that can be involved in the above steps.

Corrective action planning and review

Formal and legally required communication

Cooperation with local NGOs to work out adequate compensation for affected
stakeholders

Root cause analysis by the supplier
Development of an appropriate, sustainable corrective action plan
Follow-up incl. exchange with affected workers and other workers by Patagonia

Source: Patagonia, Forced Labor & Human Trafficking: Patagonia’s approach for remediation

In contrast to incoming grievances, it is often less transparent how companies react to
deviations or incidents during audits or supplier visits. In your work, you should
therefore always ask yourself whether the above principles for remedy have been
consistently and appropriately followed by you, depending on the case, and to what
extent the factory in question can also take corrective action.
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Your company should be able to explain for the Green Button in case of both
scenarios — grievance and other indications of adverse impacts:

I What corrective action or remedial measures have already been taken in response to
supply chain incidents or grievances by the factories in question

I To what extent these are based on the severity of the incidents
I What further remedy or remediation your company should provide

I How your company or the organisation you work with has developed the concrete
measures and ensures that they are implemented in practice

I How and which stakeholders are involved in the development and monitoring of
implementation

I How to ensure that the violations are answered in the interest of the affected stake-
holders

Due to the variety of possible grievances and case constellations, no comprehensive
guidance on corrective action or remedial measures can be given here.

For further guidance, also use the sources listed in the chapter, on the basis of which
you can define or plan your remedial processes. They do not have to be as detailed as
the above examples in every case.

Formal requirements (Indicator 5.2.4)

In order to design corrective action and remedial measures in the best interests of the
affected stakeholders, it is important to proceed carefully in their development and
implementation. This is linked to the effectiveness criteria already mentioned. In
order not to leave the alignment with the needs of affected stakeholders in crisis cases
to chance, it is recommended to be prepared for this and to have it firmly planned as
part of your processing procedure (see above).

The Green Button requires at least that

I affected stakeholders and/or their legitimate representatives, involved suppliers, as
well as other parties involved are consulted and informed about measures ultimately
decided.

I the causes of incidents or problems that have occurred are analysed in order to
prevent further grievances.

Follow-up on the measures (Indicator 5.2.5)

Expectations of effective grievance and remedial processes are not met until you
follow up on the implementation of actions and review where the chosen corrective
action is leading. To do this, you should stay in contact with the parties involved in the
resolution and make arrangements on how you will be informed about outcomes or
solutions. How specifically this looks depends on the grievance and the actions
chosen. Similar to other criteria where close cooperation with production facilities is
required, in addition to reviewing implementation from the perspective of affected
stakeholders, you should also try to understand how local responsible parties (e.g.
factory management) learn from the implementation of measures, what insights they
have and, if applicable, what support they may continue to need from you.

105 CONTENTS INTRODUCTION BASIC PRINCIPLES CE1 CE2 CE3 CE4 CES GLOSSARY



GUIDE: CORPORATE DUE DILIGENCE PROCESSES // GREEN BUTTON Core Element 5 / Grievance Mechanism

a4

STAGE B - PROGRESS AFTER TWO YEARS

After two years, you should have established processes to concretely assess the effectiveness of corrective action from the
perspective of the affected stakeholders. In terms of the fifth criterion of effectiveness (“rights-compatible”), it is your task
to make sure that affected stakeholders are satisfied with the course and results of the remedy and that their rights and
freedoms are fully protected again. In practice, you will often be able to follow up closely on how you follow up on other
factory-level actions, such as those in the context of supporting suppliers (3.2.3). As mentioned, this can be done in
dialogue with legitimate representatives. In situations where you are tracking a range of actions per factory, for example,
worker interviews or exchanges with representatives or unions would certainly cover a range of issues. However, complex
remedial processes that respond to individual grievances received or particularly significant or rare impacts require separate
tracking and audits of corrective action.

GUIDING QUESTIONS FOR IMPLEMENTATION

/7106

What is your current process for responding to information about adverse impacts received through grievances,
contact with stakeholders or other on-site observations? What do you do internally; what do you do in coopera-
tion with external parties (stakeholders, suppliers, experts, etc.)?

Do the people who receive these tips have the necessary skills to assess the severity and urgency of cases?

How prepared is your company to work out appropriate corrective or remedial measures in dialogue with
affected stakeholders, their representatives and, if necessary, suppliers?

How can your company currently understand and demonstrate whether the remediation offered or the correc-
tive action taken actually meets the need of the affected person(s) and is appropriate given the severity of the
incident?

- Stage B: How do you specifically incorporate feedback from these stakeholders to assess the success of the
remedy?
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Conditions POSSIBLE

I Process description on the operation of grievance mechanisms and the implementa- PROOF
tion of corrective action and remedial measures

I Job descriptions, organisation chart, etc. to document responsibilities

I Training materials for internal staff

Handling grievances

I List of grievances received

I Documentation of the examination of grievances in terms of severity and urgency and
on the company’s relationship to the grievances submitted

Corrective action and remedial measures

I Action plan for remedy to grievances and its documentation

I Action plan or mechanism for remediating adverse impacts and its documentation

Follow-up on the measures

I Audit reports and/or reports from audit trips, where measures have been implemented

I Reporting by affected stakeholders and/or their representatives on the implementa-
tion of the measures

I Communication and documentation of dialogue with affected stakeholders and/or
their representatives by email, through the use of a platform (e.g. intranet, chat forum,
supplier platform).

I Process and documentation of the incorporation of findings into the further develop-
ment of remedial measures
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DEFINITION REFERENCE SOURCE

One or more specific incidents in which people, the environment, or integrity ~ UN Guiding Principles (13), cf. p. 14

h tually suffered harm.
ave actually suttered harm OECD Guidance, cf. p. 13, 65 ff.

Persons or groups that are or could be directly or indirectly affected by OECD Guidance, cf. p. 15
the actions of a company and its business partners. (Potentially) affected
stakeholders are an important subgroup of the external stakeholders of a
company.

UN Guiding Principles Reporting Frame-
work, cf. p. 109

A business partner located in or near the country of production who sells Green Button definition
textile products that they have not produced themselves to the company.

The agent is the direct business partner of the ordering company and not the

producing/selling supplier.

Collective agreement means a written, time-bound contract between Green Button definition based on ILO
agreements workers’ representatives and the employer, in which working conditions (e.g.  Convention 98 Right to Organise and
wages, holiday regulations, working time) are explained and bindingly agreed. ~ Collective Bargaining

(Corporate) due Responsibility of companies to establish structures, processes and measures UN Guiding Principles (11), cf. p. 13
diligence to prevent and mitigate adverse impacts of their own operations, relationships .

J and products with regard to human rights, the environment and integrity and, G ACD) e e, o - 2
if necessary, provide remedy and remediation.

A person, group or organisation that has an interest in the company and UN Guidng Principles Reporting Frame-
can both be influenced by the company and in turn exert influence over the work, cf. p. 111

company. This includes, e.g., suppliers, potentially affected stakeholders

such as workers, civil society, local, national or international government

representatives, workers’ representatives, other companies as well as

associations, sectoral and/or multistakeholder initiatives.

Freedom of association is the right of workers and their representatives to Green Button definition based on ILO
unite for common purposes and aims and to pursue them together. Convention 87
An expression of inadequacies or concerns by (potentially) affected OECD Guidance, cf. p. 95

stakeholders or their legitimate representatives about their rights, freedoms
or other entitlements based on contractual terms, arrangements, practices
or a general understanding of fairness. Inadequacies or concerns relate to
adverse impacts on human rights, the environment and integrity.

Partnership for Sustainable Textiles
Complaints Mechanisms, cf. p. 4

Grievance mechanism A tool and/or process that provides a formalised way for an individual or OECD Guidance, cf. p. 95
group to raise concerns (see grievance) or express concern about adverse
impacts that a company is having or that they perceive. This refers to adverse
impacts on human rights, the environment and integrity. A grievance mecha-
nism also provides the opportunity to seek appropriate remedy.

Green Button Standard 1.0.
Glossary, p. 20

Grievance mechanism; Responsibility of companies to establish structures, processes and measures OECD Guidance, cf. p. 95
back-up grievance to prevent and mitigate adverse impacts of their own operations, relationships
and products with regard to human rights, the environment and integrity and,

channel if necessary, provide remedy and remediation.

Grievance mechanism; Tool or procedure that workers at suppliers’ facilities can access locally OECD Guidance, cf. p. 95
factory-level/local to address grievances and information on human rights violations, both

inside and outside the production facilities, e.g. grievance boxes, workers’

representatives, (non-)government agencies.

grievance mechanisms
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https://www.ohchr.org/sites/default/files/Documents/Publications/GuidingPrinciplesBusinessHR_EN.pdf#page=13
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https://www.oecd-ilibrary.org/docserver/9789264290587-en.pdf?expires=1589450652&id=id&accname=guest&checksum=054AC36D6965BAB77E0B4A519EA2AE6E
https://www.ungpreporting.org/wp-content/uploads/UNGPReportingFramework_withguidance2017.pdf#page=109
https://www.ungpreporting.org/wp-content/uploads/UNGPReportingFramework_withguidance2017.pdf#page=109
https://www.ohchr.org/sites/default/files/Documents/Publications/GuidingPrinciplesBusinessHR_EN.pdf#page=13
https://www.oecd-ilibrary.org/docserver/9789264290587-en.pdf?expires=1589450652&id=id&accname=guest&checksum=054AC36D6965BAB77E0B4A519EA2AE6E
https://www.ungpreporting.org/wp-content/uploads/UNGPReportingFramework_withguidance2017.pdf
https://www.ungpreporting.org/wp-content/uploads/UNGPReportingFramework_withguidance2017.pdf
https://www.oecd-ilibrary.org/docserver/9789264290587-en.pdf?expires=1589450652&id=id&accname=guest&checksum=054AC36D6965BAB77E0B4A519EA2AE6E
https://www.textilbuendnis.com/sorgfaltspflichten/
https://www.textilbuendnis.com/sorgfaltspflichten/
https://www.oecd-ilibrary.org/docserver/9789264290587-en.pdf?expires=1589450652&id=id&accname=guest&checksum=054AC36D6965BAB77E0B4A519EA2AE6E
https://www.oecd-ilibrary.org/docserver/9789264290587-en.pdf?expires=1589450652&id=id&accname=guest&checksum=054AC36D6965BAB77E0B4A519EA2AE6E
https://www.oecd-ilibrary.org/docserver/9789264290587-en.pdf?expires=1589450652&id=id&accname=guest&checksum=054AC36D6965BAB77E0B4A519EA2AE6E
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TERM DEFINITION REFERENCE SOURCE

m High-risk material Material used in the manufacture of the textile product (excl. ingredients and  Green Button definition
accessories) that poses the most significant risks, taking into account the

country context and/or evidence of impacts or incidents on the ground and

available information on the llikelihood.

High-risk suppliers A company’s suppliers where themost sever risks exist, taking into account Green Button definition
the country context and/or evidence of impacts or incidents on the ground, as
well as available information on the likelihood .

ILO Core Labour Fundamental labour rights formulated by the International Labour ILO Declaration on Fundamental
Standards Organisation (ILO) and recognised as international minimum standards. The Principles and Rights at Work and its
eight Follow-up

core labour standards include the following conventions:

« Convention 29: Forced Labour

- Convention 87: Freedom of Association and Protection of the Right to
Organise

+ Convention 98: Right to Organise and Collective Bargaining

+ Convention 100: Equal Remuneration

» Convention 105: Abolition of Forced Labour

- Convention 111: Discrimination in Respect of Employment and Occupation
- Convention 138: Minimum Age for Admission to Employment

- Convention 155: Occupational Safety and Health Convention

« Convention 182: Prohibition and Immediate Action for the Elimination of
the Worst Forms of Child Labour

- Convention 187: Promotional Framework for Occupational Safety and
Health Convention

A business partner who sells textile products to the company that he has not  Green Button definition
produced himself. The importer is the direct business partner of the ordering

company and not the producing/selling supplier.

According to the Green Button definition, this is indirect procurement.

International Bill of The International Bill of Human Rights includes: OHCHR Universal Declaration of
Human Rights

Human Rights « The Universal Declaration of Human Rights

- International Covenant on Civil and Political Rights (and related optional
protocols)

« International Covenant on Economic, Social and Cultural Rights (and an
Optional Protocol thereto)

« The International Bill of Human Rights and the rights formulated therein
also form the basis for companies to implement their human rights
responsibilities

ey Performance A defined indicator that can be used to measure progress in implementing a Green Button definition
dicator (KPI) measure and/or achieving a set target.

The legal minimum wage is a legally prescribed lower limit for the Green Button definition based on the
remuneration of work performed. German Trade Union Confederation
(DGB) (German)
Legitimate Persons or organisations that are freely elected by (potentially) affected OHCHR, The Corporate Responsibility
representatives stakeholders or otherwise recognised by them and the public and can to Protect Human Rights: An Interpre-
therefore communicate credibly and authentically on the concerns of tive Guide, cf. p. 43
(potentially) affected stakeholders.
Living wage Remuneration for a worker for a week’s work necessary to achieve a Partnership for Sustainable Textiles -
reasonable standard of living for a household. Elements of an adequate Implementing Living Wages, cf. p. 5

standard of living include: Food, water, housing, education, health care,
transport and clothing, as well as further reserves for unexpected situations.
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http://www.ilo.org/declaration/thedeclaration/textdeclaration/lang--en/index.htm
http://www.ilo.org/declaration/thedeclaration/textdeclaration/lang--en/index.htm
http://www.ilo.org/declaration/thedeclaration/textdeclaration/lang--en/index.htm
https://www.ohchr.org/sites/default/files/UDHR/Documents/UDHR_Translations/ger.pdf
https://www.ohchr.org/sites/default/files/UDHR/Documents/UDHR_Translations/ger.pdf
https://www.dgb.de/schwerpunkt/mindestlohn
https://www.ohchr.org/EN/Issues/Business/Pages/Resources.aspx
https://www.ohchr.org/EN/Issues/Business/Pages/Resources.aspx
https://www.ohchr.org/EN/Issues/Business/Pages/Resources.aspx
https://www.textilbuendnis.com/download/implementing-living-wages-en/
https://www.textilbuendnis.com/download/implementing-living-wages-en/

0,000

GUIDE: CORPORATE DUE DILIGENCE PROCESSES // GREEN BUTTON Glossary

TERM DEFINITION REFERENCE SOURCE
Manufacturing In the Green Button, this refers to the cutting and sewing of final textile Green Button definition
goods, and thus the last production step before introduction into retail.
Most significant risks Potential impacts that are assessed as signficiant (see significant adverse OECD Guidance, cf. p. 51
impacts) and are highly likely to occur.

E Policy (statement) Collective term for all the means used by a company to make public UN Guiding Principles (16), cf. p. 16
commitments and expectations of its own company and of suppliers with
regard to respect for human rights, protection of the environment and

[

integrity.
Procurement 1. Overarching term for all the processes a purchasing company carries Green Button definition
out to acquire goods and services from business partners in order to fulfil
its corporate purpose. This includes strategic, long-term or continuous
considerations of competition and market positioning, identification of needs,
choice of procurement countries and (indirect or direct) procurement model,
supplier management, contract design, purchasing.
2. Functional area in the company that is responsible for procurement
Purchasing 1. Business processes of purchasing goods and services. This includes strategic ~Green Button definition

(determining purchasing needs, pricing) and operational processes (planning
and forecasting, price negotiations, placing orders, payment and payment
terms). Purchasing is a sub-area within procurement.

2. Functional area in the company that is responsible for purchasing.

E el @i lenle . Describes different methods for obtaining textile fibres (natural and man- Green Button definition
made fibres).

Remediation (The taking of) measures to remedy harm to affected stakeholders in the case  GK definition based on UN Guiding
of adverse impacts on human rights, the environment, or integrity that have Principles (25), cf. p.31ff
already occurred. Remediation is an important component of remedy

Remedy (also (Taking) action to address negative impacts that have already occurred, to Green Button definition based on UN_
“corrective action”) protect those affected from further harm and to make amends for harm that Guiding Principles (25), cf. p.27 ff.
has already occurred.

Potential adverse impacts or possible harm or grievances for people OECD DD- Guidance ,cf. p. 148
(individuals, organisations, population groups) or the environment that have

not yet materialised but may do so in the future. They do not relate to the

financial or business risks of the company as such, but may be connected to

them.

Risk country Country with high risks to human rights, the environment and integrity due to  Based on FWF Brand Performance
political, legal and socio-economic conditions. In particular, characterised by ~ Check Guide 2020, p. 114

the lack of effective institutions such as trade unions, worker representation,

environmental and labour law and workplace inspections that can ensure

compliance with national and international standards, as well as increased

levels of corruption

Risk profile Describes the extent to which a company is currently exposed to human OECD Guidance, cf. p. 46 ff.
rights, environmental or integrity risks due to its size, structure, business
model, portfolio, orientation and/or business relationships, among other
factors. Each company has a unique risk profile.

OHCHR, The Corporate Responsibility

to Protect Human Rights: An Interpre-
tive Guide, cf. p. 34

Situation in which a person or company performs a service or activity that is OECD Guidance, cf. p. 15

necessary for the performance of another company’s contract.
v P pany FWEF Brand Performance Check Guide

Subcontracting of production orders that takes place without the permission 2020, cf. p. 12
of the purchasing company is referred to as unauthorised or unpermitted
subcontracting.

Actor who directly or indirectly provides a company/supplier with textile OECD Guidance, cf. p. 15

roducts or services that are necessary for the creation of the final textile .
groduct y SA8000 International Standard, cf. p. 7

Supply chain Textile supply chain from raw material cultivation to manufacturing. Green Button definition
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https://www.oecd-ilibrary.org/docserver/9789264290587-en.pdf?expires=1589450652&id=id&accname=guest&checksum=054AC36D6965BAB77E0B4A519EA2AE6E
https://www.ohchr.org/sites/default/files/Documents/Publications/GuidingPrinciplesBusinessHR_EN.pdf#page=16
https://www.ohchr.org/sites/default/files/documents/publications/guidingprinciplesbusinesshr_en.pdf#page=32
https://www.ohchr.org/sites/default/files/documents/publications/guidingprinciplesbusinesshr_en.pdf#page=32
https://www.ohchr.org/sites/default/files/documents/publications/guidingprinciplesbusinesshr_en.pdf#page=27
https://www.ohchr.org/sites/default/files/documents/publications/guidingprinciplesbusinesshr_en.pdf#page=27
https://www.oecd-ilibrary.org/docserver/9789264290587-en.pdf?expires=1589450652&id=id&accname=guest&checksum=054AC36D6965BAB77E0B4A519EA2AE6E
https://www.fairwear.org/programmes/brand-performance-checks/
https://www.fairwear.org/programmes/brand-performance-checks/
https://www.oecd-ilibrary.org/docserver/9789264290587-en.pdf?expires=1589450652&id=id&accname=guest&checksum=054AC36D6965BAB77E0B4A519EA2AE6E
https://www.ohchr.org/EN/Issues/Business/Pages/Resources.aspx
https://www.ohchr.org/EN/Issues/Business/Pages/Resources.aspx
https://www.ohchr.org/EN/Issues/Business/Pages/Resources.aspx
https://www.oecd-ilibrary.org/docserver/9789264290587-en.pdf?expires=1589450652&id=id&accname=guest&checksum=054AC36D6965BAB77E0B4A519EA2AE6E
https://www.fairwear.org/programmes/brand-performance-checks/
https://www.fairwear.org/programmes/brand-performance-checks/
https://www.oecd-ilibrary.org/docserver/9789264290587-en.pdf?expires=1589450652&id=id&accname=guest&checksum=054AC36D6965BAB77E0B4A519EA2AE6E
https://sa-intl.org/resources/sa8000-standard/
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TERM DEFINITION

Sustainable materials Materials used in textile production that are made from raw materials

that have a lower environmental impact than conventionally produced
materials. These include 1) synthetic fibres that are degradable, recyclable
and/or already recycled, or 2) natural fibres from demonstrably responsible
production.

Textile and yarn Textile production refers to processes that produce textiles such as woven,
production crocheted, knitted or non-woven fabrics from fibres and/or yarn by means of
textile-forming technology.

In yarn production, the process steps of spinning and twisting are addressed.

Individuals belonging to particular groups or segments of the population
who are or may be, in a particular context or frequently, at particular risk of
exclusion or vulnerability.

Comprise the work processes that finish fibres, yarns and fabrics, i.e.
chemically treat, bleach and/or dye them. Processes referred to as wet
processes include washing, bleaching, dyeing, printing, finishing.

m Wet processes

Workers’ One or more workers can be elected as workers’ representatives to represent
representatives the interests .and rights of w¢.)r.kers ina cfor.npany.ln negotlatlf)ns W|th.the.
employer or in company decisions. If this is restricted by national legislation,
the company must still ensure that workers can join together.
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REFERENCE SOURCE

Green Button definition

Green Button definition based on Textile
Fertigungsverfahren: Eine Einfiihrung by
Gries, Veit and Wulfhorst (2018)

OECD Guidance, cf. p. 53

Green Button definition

Green Button definition based on the
German Federal Agency for Civic Ed-
ucation (Bundeszentrale fiir Politische
Bildung; German)
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https://www.bpb.de/nachschlagen/lexika/politiklexikon/17182/betriebsrat
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This document is aimed at applicants, approved certification bodies and other interested parties. It does not generate any new
requirements, but serves to clarify existing ones. The contents of the Green Button standard are explained and information is
provided on its application. This document thus supports a uniform understanding of the standard. The document is updated and
published in the latest version on the Green Button website. The publisher makes no claim to completeness or up-to-dateness. The
publisher assumes no liability for certification following the application of these instructions, as the certification decision lies solely
with the responsible certification body. This document contains links to external sources and websites. The respective provider is
always responsible for the content of the external sources listed.

The publisher is also not responsible for actions taken by companies on the basis of these instructions.

All content is protected by copyright. Commercial use is prohibited. Use outside your own organisation is only permitted with the
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