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Part I
Introduction



Introduction to Sustainable Fashion )
Governance s

Anna-Maria Schneider and Sarah Margaretha Jastram

Fashion is a daily element of everybody’s life. We buy fashion items just as any
other consumer goods, and we typically judge the clothes we buy based on our
assessment of their style, price, and quality. But how are our clothes being made?
Many of us do not know much about the production processes and supply chains that
are involved in the creation of the T-shirts, trousers, or shoes that we wear every day.

The media keeps reporting about bad working conditions and lacking safety
provisions at fashion production sites, about the suppression of trade unions, or
about devastating environmental impacts of fashion production and its disposal. Yet,
many consumers feel unable to respond to ethical scandals in the fashion industry
because the causes of these problems as well as the solutions to them are rather
non-transparent or unknown to the public.

This book aims to close this gap. We introduce new governance approaches as
well as promising business models and ideas that all share the goals of fostering
more decent working conditions in fashion production and of treating the planet
more responsibly and sustainably.

By combining perspectives from the governmental sphere, the scientific world,
and the business sector, we share current best practice approaches to enable mutual
learning as well as co-creation of sustainable solutions to today’s challenges in
global fashion production.

We will discuss new forms of regulation on the governmental level as well as
voluntary private initiatives.

A.-M. Schneider
Federal Ministry for Economic Cooperation and Development, Berlin, Germany

S. M. Jastram (D<)

Department of Strategy and Leadership, Hamburg School of Business Administration,

Dr. Jiirgen Meyer Chair of International Business Ethics and Sustainability, Hamburg, Germany
e-mail: sarah.jastram @hsba.de
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Our core questions are: What is the current state of sustainable management in
the textile and garment industry, and what are successful forms of sustainable
fashion governance?

The textile and garment industry has been known for its serious social and
environmental issues for decades. In the 1990s, reports on sweatshops and unac-
ceptable working conditions, including exploitation and sexual harassment, were
published. While China and Bangladesh were the first countries to be associated with
poor social and environmental standards in fashion production, it is now Myanmar
and Ethiopia that have increasingly awakened the interest of the fashion industry due
to even cheaper production conditions.

At the same time, reports on poor working conditions in fashion production do
not ebb away (ILO 2014) and keep fuelling voluntary engagement in sustainable
management approaches by those buyer firms that do not want to contribute (any-
more) to the ethical race to the bottom in the fashion industry.

As first reactions, globally sourcing firms have started to implement ethical codes
of conduct in their supplier networks. Next, social and environmental audits became
common practice to monitor compliance and as part of corporate risk management
systems (Schneider and Schwerk 2010). However, Petersen and Krings (2009)
highlighted that existing empirical studies do not offer reliable findings about
whether codes of conduct actually lead to improvements in suppliers’ business
practices. According to Li and Zhang (2010), there is a general lack of scientific
literature on the determinants of a successful implementation of sustainability in
emerging and developing countries as well as on best practice approaches of how to
improve working conditions in supplier firms.

Textile value chains are very complex, fragmented over several countries, and
often lack transparency (Jastram and Schneider 2015). International frameworks such
as the ILO Core Conventions, the Tripartite Declaration of Principles Concerning
Multinational Enterprises and Social Policy, the UN Guiding Principles on Business
and Human Rights, and the OECD Guidelines for Multinational Enterprises aim to
align global business practices. However, effective incentive and enforcement mech-
anisms are often missing on the international level. Furthermore, national legislation
is also often not sufficient to cope with social and environmental challenges related to
global value chains and linked international supplier networks. Some governments,
however, initiate new national legislation to address negative impacts of international
business conduct. In the United Kingdom, for instance, the Modern Slavery Act
adopted in 2015 requires bigger companies to create transparency along their supply
chains and to report on their efforts to prevent slavery and human trafficking. The
French corporate duty of vigilance law was adopted in 2017 and requires the largest
French companies to assess and address negative impacts caused by their business
activities by publishing annual reports and public vigilance plans. The Child Labour
Due Diligence Bill by the Dutch parliament aims to increase due diligence and to
combat child labour in global value chains.

Besides this current rise of new mandatory governmental regulation in some
European countries, we find a diversified movement towards more sustainable
business practices in the world’s textile and garment industry.
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We are currently observing an increasing variety of private sustainable fashion
strategies, initiatives, and instruments as well as public regulations, for which we use
the umbrella term Sustainable Fashion Governance in this book.

Sustainable Fashion Governance can be defined as the sum of actors, initiatives,
instruments, standard systems, and strategies aiming to force social and environ-
mental sustainable practices in the textiles and garment industry (Jastram and
Schneider 2015).

While more and more sustainable fashion governance initiatives arise, the effec-
tiveness and impact of many approaches are contested. Due to the structure of the
textile industry, the diversity of business models, and national institutional environ-
ments, there is no “one size fits all solution”. Large retailers and brands have a
different influence on producers than small and medium sized enterprises (SMEs). In
consequence, strategies and approaches to improve social and environmental con-
ditions along the supply chain vary substantially.

The transformation of a sector starts with single actors and single steps. Front-
runners are the engine for followers and sustainability challenges in global supplier
networks will not be solved by a single stakeholder group alone. It takes commit-
ment of various stakeholders to develop and to implement comprehensive and
industry-wide solutions in the textile industry. Consequently, the governments of
Germany and the Netherlands support sector-wide multi-stakeholder-initiatives
(i.e. the Partnership for Sustainable Textiles and the Agreement on a Sustainable
Garment and Textile Sector) to improve social and environmental conditions in the
textile industry. These initiatives bundle market power and resources of their
members to achieve positive impact in production countries.

In this context, this edited volume is an exploration of varied sustainability
oriented governance and business approaches. It comprises 12 articles from profes-
sional experts and academics. The book provides insights on different spheres of
influence and it ushers new perspectives and best practice examples related to the
effective implementation of sustainable standards in the fashion industry.

Structured thematically, the first part of the book is dedicated to regulatory
frameworks, agreements, and governance approaches to support sustainable devel-
opment in the textile and garment industry. In the second part, business experts,
managers, and entrepreneurs share their experience with the development of new
products, business models, and management approaches for sustainable fashion. The
following sections will introduce the chapters of the book.

1 First Part

In the first chapter, Natascha Weisert explains how the UN Guiding Principles for
Business and Human Rights (UNGP), as part of the international regulatory frame-
work, contribute to facilitate a more sustainable fashion industry. The UNGP apply
the protect, respect, and remedy framework to clarify roles and responsibilities of
states and business as well as other actors to protect human rights in a globalized
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world. In 2011, the European Commission called for National Action Plans (NAPs)
to facilitate the application of the UNGP in the national context. Today, 13 countries
have launched a NAP, and more than 20 countries are in the process of
developing one.

Under the German Presidency in 2015, the Group of Seven (G7) committed in
Elmau to strengthen sustainable practices in global value chains. Among others, the
heads of states of G7 agreed to support multi-stakeholder-initiatives to improve the
implementation of and compliance with social and environmental standards. Fur-
thermore, production countries will be supported to be part of and to take advantage
of responsible global supply chains. Creating a common understanding of due
diligence for SMEs will further support the proliferation of sustainable business
practices. Roger Fischer’s article emphasises how an international forum such as G7
creates an international framework towards sustainable global value chains.

Dorothée Baumann-Pauly, Sarah Labowitz and Nate Stein’s chapter focusses on
a country which is well known in the sustainable fashion debate, mostly as an
example of bad production conditions: Bangladesh. The authors analyse the effec-
tiveness of the Bangladesh Accord on Fire and Building Safety and the Alliance for
Bangladesh Worker Safety, initiatives which had been established after the fatal
catastrophe of Rana Plaza. The chapter argues for an industry transformation in
Bangladesh based on Sharing Responsibility, which is an interesting sector-wide
approach to sustainability in the textile and garment sector.

2 Second Part

The second part of the book is dedicated to outstanding business approaches in the
field of sustainable fashion.

Tchibo aims to reach the peak with its corporate strategy that envisions a 100%
sustainable business. The firm’s human rights programme shows how companies
can align their engagement with existing international frameworks such as the ILO
Core Conventions or the UN Guiding Principles on Business and Human Rights.
Nanda Bergstein demonstrates how human rights can be put into practice by
fostering an active dialogue with workers on the supplier level. Tchibo's
We-project is acknowledged as a best practice example in the sustainability
community.

Turning supplier firms into strategic partners is a successful way to improving
sustainability in producing countries and to creating added-value for H&M. Hendrik
Heuermann points out the rationale behind and the benefits realized through such
partner programmes. H&M is going far beyond the traditional audit approach with
its Supplier Impact Partnership Programme and joint Sustainability Commitments.
The figures presented in the article show the progress made at production sites.

The Otto Group is a big retailer with a huge assortment, thousands of supplier
firms, and is confronted with complex challenges when implementing sustainability
in the entire supply chain. The article by Andreas Streubig gives us interesting



Introduction to Sustainable Fashion Governance 7

insights in Otto Group’s management system called ‘impACT’. Otto’s materiality
analysis is based on quantitative and qualitative assessments and complemented by
dialogue with internal and external stakeholders. An input-output-calculation model
quantifies undesirable environmental and social impacts. This holistic management
tool links purchasing and sales data of the Otto Group with specific sustainability
aspects.

An entirely holistic approach is pursued by the Swedish fashion label Filippa K,
starting with the design phase as the nucleus for sustainable fashion governance. Elin
Larsson highlights the need to root sustainability in the beginning of the garment life
cycle. Filippa K’s strategy is to create long lasting clothes in style and quality. The
basic idea is not to offer short-dated trends. Timeless pieces and favourite dresses are
made to be used season after season. Furthermore, the company increased the
number of sustainable fibres to address social issues in the value chain and to
decrease any negative environmental impact. The firm’s sustainable strategy was
enhanced by the first Filippa K second hand store in 2008 which was invented to
further prolong the life-cycle of the clothes.

Do good and talk about it? Corporate reporting might not reflect the overall
sustainability performance of a company. However, in the academic literature,
reporting is an indicator for the engagement of a company. Luxury fashion due to
its long-life and high-quality approach has the potential to become a pioneer in
sustainable business. Isabel Laura Ebert’s article is taking a closer look at luxury
companies’ human rights disclosure. She detects that besides a small number of
front-runners there is immense unused potential in the luxury fashion sector to foster
more sustainable fashion production.

The MELAWEAR case described by the firm’s founder Henning Siedentopp is
interesting due to its ecological, single country approach. MELAWEAR’s supply
chain is not fragmented over many different countries, instead the company focuses
on one country only—India. The raw material for all products is Fairtrade certified
organic cotton. The different processing steps, including dyeing and stitching, are
conducted in India and certified by the Global Organic Textile Standard (GOTS).
MELAWEAR’s business model minimizes negative externalities caused by trans-
portation. Moreover, the firm ensures maximum of value creation for the textiles’
country of origin.

Upcycling is another interesting method to prolong the lifecycle of textiles and to
contribute to sustainability in the fashion industry. TAUKO is an innovative exam-
ple of how to use discarded service textiles as raw material for high quality
womenswear. The firm’s strategy described by Mila Moisio focuses on three ele-
ments: interesting designs of high quality dresses, refinement of used textiles, and
local production. The textiles are coming from the health care, hotel, and gastronomy
sectors. Subsequent processing of the dresses takes place within a network of
regional partners including suppliers in Finland and Germany.

Besides these innovative business models, consumer decision-making has strong
impacts on the pace of the sustainability movement. How can consumers effectively
retrace where their clothes are coming from and under which condition they have
been made? The Respect-Code is one option to increase transparency in global value
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chains. Robin Cornelius has extensive experience in this field and describes how
different fashion production steps from raw material supply to retail can be made
retraceable by this instrument. The platform provides production-linked information
on participating companies including production facilities, audit results, certificates
as well as pictures and contact details. The platform further publishes product-linked
indicators, such as CO, emissions, water-use footprint, and product-linked certifi-
cations and is an interesting tool for consumers and other stakeholders.

Finally, Samira Iran is raising the question of whether sustainable fashion needs
new forms of consumption and consumer responsibility? The article shows the
significant role and power of consumers to reduce negative environmental impacts
in all phases of fashion consumption (purchase, usage, and post-usage phase). She
emphasizes the need for rethinking our own behaviour and presents creative and
innovative alternatives for fashion consumption. Consumers can use second hand
clothes instead of new ones or make their own clothes available for the second-hand
market. There are different options as part of what Samira Iran calls ‘collaborative
fashion consumption’ such as swapping, borrowing, lending, renting, or leasing
clothes, which all provide consumers with opportunities to take over responsibility
and to contribute to a more sustainable form of fashion consumption in the future.

In the conclusion, we are summarizing and integrating the key findings of this
book on the current state of sustainable fashion governance as well as on current best
practice business solutions.

We thank all authors for their valuable inputs to this volume and for sharing their
knowledge and expertise on current best practice approaches to make fashion more
sustainable. We further thank Zara Berberyan and Johannes Debelius for their
support during the final editorial process. Last but not least, we thank our families
for their personal support and love.
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The UN Guiding Principles for Business )
and Human Rights as a Framework s
for Action in Global Textile Supply Chains

Natascha Weisert

1 Introduction

Rapidly growing and ever more complex business relationships have been a defining
feature of globalization to date. On the positive side, such linkages have led to a
significant transfer of skills and technologies, better access to a wider range of
products and services, and improved efficiency as well as faster growth. As global
supply chains map global production processes across numerous countries at differ-
ent stages of development and with varying degrees of stability, governance, and
respect for the rule of law, they can also serve to trace the negative impacts of
globalization, including human rights violations.

In the textile industry, as manufacturers increasingly outsource their labour-
intensive production to low cost countries with relatively low sustainability and
human rights requirements, such negative impacts can refer to wages below the
subsistence level, pervasive overtime work, and a glaring absence of occupational
health and safety measures, collective bargaining mechanisms, and unionization.
Recent examples with devastating consequences, such as the Rana Plaza tragedy in
Bangladesh or the Ali Enterprises factory fire in Pakistan, immediately come to
mind, but it is also the continued reports of child and forced labour—be it in cotton
production, dye-works or in the finishing stages of textile production—that have led
to increasing global attention and outrage (Business and Human Right Resource
Center 2017a).

With the aim of addressing the negative human rights impacts in the context of
global production processes, the UN Guiding Principles for Business and Human
Rights (UNGP) focus on global supply chains to clarify the roles and responsibilities
of businesses and other stakeholders (OHCHR 2011). Industries with a strong
international orientation or participation, e.g. those relating to large infrastructure

N. Weisert (B<)
Federal Ministry for Economic Cooperation and Development, Bonn, Germany

© Springer International Publishing AG, part of Springer Nature 2018 11
S. M. Jastram, A.-M. Schneider (eds.), Sustainable Fashion, Management for
Professionals, https://doi.org/10.1007/978-3-319-74367-7_2


http://crossmark.crossref.org/dialog/?doi=10.1007/978-3-319-74367-7_2&domain=pdf

12 N. Weisert

projects (Business and Human Right Resource Center 2017b) or natural resource
extraction (Business and Human Right Resource Center 2017¢), have long turned to
the UNGP for advice on human rights matters. Others, including the textile industry,
have only more recently come to embrace the UNGP, possibly fuelled by the
previously referenced disasters. In what follows, we therefore explore the provisions
of the UNGP to address human rights challenges in global supply chains and discuss,
given that they were meant only to provide high-level guidance, through what
practical approaches positive impact on the ground could best be obtained.

2 The UNGP as a Global Framework for Business
and Human Rights

In 2011, the UNGP were unanimously endorsed by the UN Human Rights Council
(UN Human Rights Council 2008; OHCHR 2011). Nowadays, they are widely
recognized as the key set of internationally agreed upon norms governing the
relationship between states, businesses, and human rights. Besides the approval at
the level of nation states and the wide-ranging support from international organiza-
tions, business associations and civil society actors, the UNGP are also said to have
been “widely taken up by companies as the reference point when implementing
human rights considerations into business processes” (CSR Europe et al. 2013;
BIAC/ICC/IOE 2011; Oxfam 2013; European Coalition for Corporate Justice
2016). The fact that the UNGP were explicitly taken into account in revising the
OECD Guidelines for Multinational Enterprises to include a human rights chapter
and in updating the Global Reporting Initiative’s (GRI) Sustainability Reporting
Guidelines as well as other international corporate social responsibility frameworks
further attests to their success (Global Compact Network Germany et al. 2013: 19).

3 From the PRR Framework to the UNGP

The debate surrounding the role of states vs. that of businesses in protecting human
rights in a globalized world had, for quite some time, been paralyzed by the seeming
impossibility of reconciling legally binding instruments on the one hand with
voluntary approaches on the other (Global Compact Network Germany et al.
2013: 15ff). Following the failure of negotiations at the level of the United Nations
to create a legally binding human rights instrument to regulate business conduct,
Professor John Ruggie, the then appointed UN Special Representative for Business
and Human Rights, set out to develop the so-called “Protect, Respect, Remedy”
(PRR) Framework that provides the conceptual basis for clarifying the roles and
responsibilities of states and business as well as other actors. It comprises three
distinct but interrelated pillars:
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e Pillar 1: The State duty to protect against human rights abuses through appropri-
ate policies or regulation, including abuses potentially caused or contributed to by
businesses.

e Pillar 2: The corporate responsibility to respect human rights, meaning that
businesses are expected to avoid infringing human rights and address negative
impacts resulting from or related to their business activities.

* Pillar 3: Access to remedy, which refers to the provision of effective grievance
mechanisms for victims through states and businesses in case negative impacts on
human rights do occur.

Building on this conceptual basis, the UNGP then flesh out the operational
implications of the PRR Framework and provide more detailed guidance around
the three pillars.

Guiding Principles 1-10 start by describing the state duty to protect human rights.
Guiding Principle 1 stipulates, for instance, that “States must protect against human
rights abuse within their territory and/or jurisdiction by third parties, including
business enterprises”, while Guiding Principle 2 establishes the need for states also
to require businesses to respect human rights extraterritorially. Guiding Principles
3-10 then outline in what areas and how states should go about fulfilling their duty to
protect human rights. One of the key messages therein urges states to “consider a
smart mix of measures—national and international, mandatory and voluntary—to
foster business respect for human rights” (UNGP and commentary 3 OHCHR 2011).

Guiding Principles 11-24 address the corporate responsibility to respect human
rights, outlining specific considerations as to how businesses could meet that
responsibility in practice. The Foundational Principles 11-15 first clarify the scope
of that responsibility (all enterprises, all internationally recognized human rights,
direct activities and business relationships), with Guiding Principles 15-24 then
detailing the concrete steps that businesses should undertake to heed their responsi-
bility, including the requirement to undertake human rights due diligence, the
centrality of ensuring access to grievance mechanisms, and the importance of putting
in place processes that enable the remediation of any negative human rights impacts.

Last but not least, the Access to Remedy pillar with Guiding Principles 25-31
relates to both state and corporate actions to help victims obtain access to remedy for
business-related human rights abuses. Based on the recognition of a shared respon-
sibility to provide support for and compensate victims, the respective principles
address diverse types of mechanisms, including state and non-state, judicial and
non-judicial mechanisms. They also include eight criteria for non-judicial grievance
mechanisms established by businesses or partnerships between businesses and other
stakeholders, such as civil society actors, to be considered effective (GP 31).

By explicitly distinguishing between the international legal obligation of states to
protect human rights and the moral obligation and broad public expectation that
businesses—individually and independently—respect human rights, but also bring-
ing them together in one coherent framework, Prof. Ruggie succeeded in
reinvigorating the stalled debate.
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4 Guiding Businesses’ Responsibility to Respect

As already hinted at, the concept of human rights due diligence lies at the heart of
guiding businesses’ responsibility to respect human rights. More specifically, the
UNGP’s second pillar outlines five essential steps businesses should undertake,
including making a policy commitment (UNGP 16); undertaking an assessment of
human rights-related risks and (potential) human rights impacts; broadly integrating
this understanding and these risks into all relevant business processes and levels; and
establishing processes to track the effectiveness of actions undertaken to address
human rights issues and to communicate results (UNGP 17-21). In terms of scope,
the UNGP require businesses to consider (potentially) adverse impacts throughout
their entire supply chains with each and every due diligence step (UNGP 13;
OHCHR 2011).

5 Policy Commitment

As a first step in fulfilling their responsibility to respect human rights, UNGP
16 expect businesses to issue a high-level public commitment to respect human
rights, be it in the form of a specific human rights policy or as part of other existing
policies or relevant codes of conduct. Such a commitment should, at a minimum,
specify the most critical human rights issues a business is facing and how these are
reflected in its corporate policies and processes, including what is expected of its
business partners and other entities linked to its operations, products, or services. See
UNGP 16 and commentary (OHCHR 2011) and (Langlois 2016) for further guid-
ance on what a company’s human rights policy should contain.

6 Human Rights Due Diligence

UNGP 17 states that “in order to identify, prevent, mitigate and account for how they
address their adverse human rights impacts, business enterprises should carry out
human rights due diligence” (UNGP 17; UNGP 18; OHCHR 2011), which,
according to UNGP 18, requires businesses to proactively “identify and assess any
actual and potential adverse human rights impacts with which they may be involved
either through their own activities or as a result of their business relationships”
(UNGP 18; OHCHR 2011). In practice, this means that businesses have to decide
whether it is sufficient to carry out a broader risk assessment of how their overall
business activity might impact human rights or whether their specific operations
might warrant undertaking an in-depth human rights impact assessment.

The main criterion advanced by the UNGP is the degree of riskiness that a
potentially severe human rights impact will in fact occur, taking into account aspects
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such as the size or dimension of the business venture, the country or sector of
operation, a specific product or service as well as other contextual factors (UNGP
17 b and ¢c; OHCHR 2011). UNGP 17 acknowledges that a supply chain may in fact
contain so many different entities that a reasonable approach to human rights due
diligence in such a context would warrant prioritization of those areas for assessment
(operations, products, services, location), where the risk of adverse human rights
impacts is highest (UNGP 17; OHCHR 2011).

When it comes to integrating the findings from the risk analyses or impact
assessments into business policies or processes, Guiding Principle 19 advocates
not only for appropriate processes to be put in place, but also for them to be
internally aligned and continually reviewed to match the broader and continuously
changing human rights context. This is because adverse human rights impacts can
only be avoided, mitigated or effectively dealt with if the analyses or assessments
undertaken count on full internal collaboration and if the results are fed back into
action in both a horizontal—across departments and operational units—and a verti-
cal manner—from the leadership down to the individual employees.

UNGP 19 also touches on the increasing complexity of dealing with the respon-
sibility to respect in a supply chain context and sets out to provide practical guidance
on appropriate business conduct in the context of an adverse or potentially adverse
human rights impact, supplementing the decision tree thus far with two further
criteria. The first one has to do with the degree to which an enterprise is actually
linked to the (potentially) adverse human rights impact. More specifically, the
UNGP distinguish between three levels of involvement: a business can cause
adverse human rights impacts through its own activities; a business can contribute
to such an impact through its own activities; or it can be directly linked to an adverse
impact through its business relationships.

In case of an enterprise’s activities being a direct cause or contributing to an
adverse human rights impact, immediate action to prevent or stop the impact is in
order. Where an adverse human rights impact occurs by way of existing business
relationships, UNGP 19 stipulates that appropriate action will depend on a number
of factors such as “the enterprise’s leverage over the entity concerned”, and further,
“how crucial the relationship is to the enterprise, the severity of the abuse, and
whether terminating the relationship with the entity itself would have adverse human
rights consequences” (Commentary to UNGP 19 OHCHR 2011).

The “amount of leverage” or the possibility to exercise it is then the second
criterion offered by the UNGP for a business to decide on how to address adverse
human rights impacts along its supply chain." If there is leverage, meaning that a
business can “effect change in the wrongful practices of the party that is causing or
contributing to the impact”, then, according to UNGP 19, it should be applied.
Otherwise, an enterprise could, for one thing, try to increase its leverage, possibly by
providing more support to its suppliers through capacity building and/or by fostering

'In other words, impacts that it may have contributed to or been directly linked with (see UNGP
19 and commentary).
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partnerships that help to further support or solidify the business relationships along
the supply chain. For another, it could attempt to sever the relationship through
which the human rights impact has occurred, provided that this is possible and does
not bring with it other unwanted and negative human rights impacts (UNGP 19 and
commentary OHCHR 2011).

In order to carry out human rights due diligence, the fifth step a business has to
undertake is to effectively monitor and track the results (UNGP 20) and communi-
cate (UNGP 21) its commitment, analysis, and response to adverse human rights
impacts. In order to improve due diligence processes and to adapt to changing
(human rights) contexts, all the steps should be repeated in a circular manner, with
the insights and results generated by one round feeding into and powering the next.

Beyond that, UNGP 22 provides a way forward in those instances, where
businesses have caused or contributed to an adverse human rights impact that they
were not able to prevent or foresee. Businesses should then “provide for or cooperate
in their remediation through legitimate processes”. They should also establish or
participate in operational-level grievance mechanisms for those who may be nega-
tively impacted (UNGP 22; OHCHR 2011). UNGP 23 and 24 finish off the
discussion by reminding businesses that their human rights responsibility applies
anywhere they operate and that they may have to prioritize among alternative
courses of action in case of simultaneously occurring human rights impacts
(UNGP 23 and 24 as well as the accompanying commentary OHCHR 2011).

7 Mechanisms to Assist UNGP Implementation

Over the past years, the UNGP have stimulated a significant amount of corporate
action. Based on the human rights due diligence elements outlined above, businesses
have, often in cooperation with other actors, such as specialized consulting firms and
expert advisers, established internal processes to help them analyse and monitor their
human rights risks and engage in preventive and/or remedial action. Discussions at
the annual UN Forum on Business and Human Rights are a clear testimony to these
efforts (OHCHR 2017; O’Brien and Dhanarajan 2015; Shift 2012).

Nevertheless, whether recourse to the UNGP has indeed translated into positive
human rights-related impact along global supply chains has repeatedly been called
into question (Lukas 2011: 7-8; Ruggie 2010). This is because the UNGP, as high-
level principles, deliberately leave many critical questions unanswered, such as what
the scope of adequate human rights due diligence and risk assessments should be,
how the concept of “leverage” should be applied and what exactly constitutes
“significant” human rights risks or “serious” human rights abuse. They should be
clarified through relevant implementation mechanisms or processes: to overcome
conceptual difficulties, practical testing is required; to deal with implementation-
related problems, relevant capacities need to be built.
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It is also unlikely that an individual enterprise could master this task alone. Some
have argued that human rights due diligence could be such a daunting task that
businesses might resort to a very superficial analysis or could even be discouraged in
the first place from identifying human rights risks and related impacts along their
supply chains (Thorsen and Andreasen 2011: 11). Dialogue, exchange, and partner-
ship processes are thus likely to be critical elements in facilitating practical applica-
tion, further refining the proposed concepts through action-oriented discussion,
verification and renewed practical application, all amounting to a comprehensive
continuous improvement exercise. They would also help in keeping costs down and
motivation (to engage) up.

To assess whether the UNGP provide a meaningful framework for the responsi-
bility to respect human rights along global supply chains, we will therefore turn to
three mechanisms or processes through which their clarification and implementation
have been pursued in practice and seek to assess the results that these mechanisms
have produced. They have, in turn, been commonly favoured by civil society
organizations, corporations and business associations, and governments—often in
combination with some or all of the other stakeholders.

8 Sustainability and Human Rights Reporting

In the debate around business and human rights, civil society actors, and increasingly
also consumers, have been at the forefront of demanding greater corporate transpar-
ency. In order to credibly report on their human rights risks and impacts, the
reasoning goes that reporting must be based on a solid human rights due diligence
process. To facilitate this, civil society organizations have also been supporting
efforts to standardize sustainability indicators and to assess and benchmark corporate
sustainability reports via relevant initiatives. Launched in cooperation with the
United Nations, the Global Reporting Initiative (GRI) has, for instance, made a
significant contribution to harmonizing and standardizing sustainability reporting,
including by updating its reporting framework following UNGP adoption (Global
Reporting 2017; UNGP Reporting Framework 2017).

In response to these demands, business interest in reporting has grown strongly
over the past years, especially of large, internationally oriented companies. In 2015,
for example, more than 80% of companies listed on the “Standard & Poor’s 500”
index published sustainability reports, up from a mere 20% in 2011 (Environmental
Leader 2016). While these developments should certainly be welcomed, the volun-
tary nature of sustainability reporting has frequently been criticized.” Instead, the
advanced proposal is for reporting—or even for human rights due diligence—to be a
legal or mandatory requirement, thus raising the pressure on companies to seek

2And, so the argument goes, voluntary reporting implies impunity in case reporting is not under-
taken or perhaps problematic aspects are overlooked and actual human rights or other abuses occur.
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investment to properly and comprehensively analyse and actively manage their
human rights risks.

9 Practice-Oriented Business Networks and Standard
Initiatives

Businesses have, in the context of the broader corporate sustainability discussion,
increasingly sought out collaborative approaches to apply and ensure adherence to
sustainability and human rights standards in their supply chains. In these initiatives,
companies typically define, often together with other stakeholders, private standards
that are then implemented within the company (code of conduct along the supply
chain), in the industry (industry or sector initiatives), or across a broad range of
private sector actors (e.g. corporate citizenship initiatives or CSR networks) (OECD
2009: 237ff). Over time, their interest in engaging in such initiatives has accelerated,
not least through the work of Prof. Ruggie.

Over the last two decades, voluntary standard-setting initiatives have proliferated, becoming
one of the most popular tools for addressing the human rights impact of global business
activities. (...) Indeed, over 180 standard-setting initiatives that address social, ethical, or
environmental issues have now been mapped (Evans and Winstanley 2015).

What real impact corporate sustainability initiative for the protection of human
rights can really produce along global supply chains, however, has not been clear.
Voluntary learning fora and CSR initiatives addressing the private sector as a whole
can certainly raise awareness of critical sustainability aspects and help to kick start
timely and relevant pilot initiatives, but they usually lack appropriate verification or
exclusion mechanisms to get their members to establish far-reaching due diligence
procedures. Given their broad, cross-sectoral orientation, they are also unlikely to
include the specific range of stakeholders required to elicit a strong commitment to
respect human rights from any particular member company.

10 National Action Plans on Business and Human Rights

Based on the widespread endorsement of the UNGP and in recognition of their high-
level guidance nature, the European Commission called in 2011 for the drawing up
of National Action Plans (NAPs) to localize the UNGP and facilitate their applica-
tion in the national context. The UN Human Rights Council soon followed suit in
2014 (European Commission 2011; UN Human Rights Council 2014).
Accordingly, a NAP should aim at affirming “the UNGP’s essential tenet that
human rights apply within the business sector and indicates a political commitment
to bring domestic laws, policies, and practices into alignment with this norm”
(O’Brien et al. 2016: 2). Such a process should include the determination of the
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country or context-specific smart mix of voluntary and mandatory measures, e.g. by
clarifying and broadly communicating human rights-related expectations to busi-
nesses, such as by instructing embassies and consulates accordingly, but also by, for
instance, developing appropriate regulations and adopting laws that make human
rights due diligence a requirement to qualify for public procurement or foreign trade
promotion measures (Bauer 2014).

To date, 13 countries have launched a NAP, including the UK, the Netherlands,
the US, Germany, and Colombia, and more than 20 countries are in the process of
developing one, including France and Japan (National Action Plans 2017). To
ensure that NAPs lead to positive human rights impact and pave the way for effective
implementation, a number of success criteria have been laid out. In particular, it has
been advocated to ensure broad ownership within government and across different
societal actors; to develop measures on the basis of a gap analysis (or so-called
baseline assessment); and to establish a sound monitoring process with clear objec-
tives, deadlines and assessment criteria (De Felice and Graf 2015).

How relevant have these mechanisms been in practice when it comes to positive
human rights impact along global value chains? We now turn to the current
experiences and evidence associated with human rights reporting, standard initia-
tives, and NAP processes.

11 Sustainability and Human Rights Reporting

As far as mandatory corporate reporting and human rights due diligence are
concerned, there are undoubtedly instances where this has had a pronounced impact.

The US Dodd-Frank Consumer Protection Act of 2010 Section 1502 provision on conflict
minerals is a case in point. The provision’s requirement that companies disclose their use of
conflict minerals (...) has forced listed companies to take steps to avoid contributing to the
problem, which they had all but ignored prior to the passage of the law (Bauer 2014).

Large corporations such as Intel and Apple have, consequently, developed and
certified conflict-free products.

In a similar spirit, the transposition of the “EU Directive on non-financial and
diversity-related information by certain large companies and groups” into national
law by the end of 2016 was deemed by many an opportunity to oblige large
companies to engage in sustainability reporting on the basis of a comprehensive
due diligence process. NAP processes in several European countries, e.g. in Ger-
many, sought to leverage the transposition to establish a comprehensive business and
human rights framework, including a meaningful smart mix of voluntary and
mandatory elements.

The resulting national laws and their potential results to be obtained differ widely
however. For example, in Germany, the law affects only about 550 companies, while
more than 1000 are addressed in Denmark or Sweden, i.e. much smaller countries. In
addition, the national laws use different risk definitions, include more or less explicit
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requirements to account for business relationships along global supply chains, and
prescribe very different audit procedures for reports as well as fines. Certainly worth
mentioning is the French Implementation Act, which has come into effect on
27 March 2017. While only applying to just under 100 French companies, it requires
reporting on all elements of due diligence and envisages high fines of up to 30 million
euros in the case of non-compliance. Furthermore, the UK Modern Slavery Act has
committed some 12,000-17,000 large companies to report on how they counteract
human trafficking and slavery along their supply chains. Thus far however, only few
companies have published a Modern Slavery and Human Trafficking Statement, and
state tracking overall appears weak.’

Overall, given that the more rigorous reporting requirements are still quite young,
it is difficult to draw any firm conclusions on their impact along global supply chains
at this stage. Making reporting a legal requirement can certainly provide an impor-
tant signal for businesses to review and invest in their due diligence processes. A
legal requirement on its own is unlikely, however, to be sufficient. To yield demon-
strable results and track the impact on the ground, effective enforcement and
participatory implementation processes are needed.

12 Practice-Oriented Business Networks and Standard
Initiatives

Witnessing the proliferation of private standard initiatives and increasing interest in
human rights aspects, such initiatives can certainly provide a relevant framework for
the establishment of human rights due diligence procedures. In practice, however,
their implementation has rarely yielded much positive impact beyond first tier
suppliers, where production processes are more difficult to track, implementation
capacities are weak, and human rights risks are more pronounced. They also seem to
have a tendency to focus on those human rights that can be more easily addressed,
e.g. on working hours and health and safety, as well as on particularly exposed
sectors and regions, which means that significant human rights risks can go
unchecked (Thorsen and Andreasen 2011: 8).

Sector-specific multi-stakeholder initiatives nevertheless seem to be able to yield
effective human rights protection along global supply chains. In particular, due to the
involvement of a critical mass of industry-specific companies, governmental mem-
bers, civil society actors, and trade unions, etc., these largely voluntary initiatives
can generate sufficient pressure to function as quasi-binding control mechanisms for
all members to heed their provisions. An evidence-based analysis by Baumann-
Pauly et al. (2016) does, for instance, provide a very positive assessment of the Fair
Labour Association (FLA) and the Global Network Initiative (GNI) with regard to

3The UK example refers to an earlier example, which is not related to the transposition of the EU
directive.
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their reach, the effectiveness of their standard requirements, and their enforcement
down to the level of member companies’ lower tier suppliers; Thorsen and
Andreasen (2011) advance similar results to argue in favour of their so-called third
generation responsible supply chain management model, which is, in essence,
sector-specific and draws on the participation of a broad range of actors.

13 National Action Plans on Business and Human Rights

An earlier analysis of existing NAPs, based on the success criteria mentioned above,
detects much room for improvement in yielding tangible results. No country seems
to have conducted a baseline assessment; targets and implementation criteria are
missing. While a later analysis points to numerous improvements such as wider
stakeholder participation or an increasing number of baseline assessments, a proper
smart mix as well as monitoring and accountability mechanisms to support NAP
implementation remain absent (De Felice and Graf 2015: 65).

It thus appears that NAP processes as such are also not a guarantor for effective
national implementation, including along global value chains. The hope voiced by
various authors is for NAPs to become more effective over time. Supported by a
global dialogue as well as monitoring and capacity building measures via the United
Nations (Working Group on Business and Human Rights), NAP processes are
expected to build on successful experiences through continuous review and exper-
imentation (De Felice and Graf 2015: 65, O’Brien et al. 2016: 15).

14 Towards a Comprehensive Business and Human Rights
Ecosystem

The adoption of the UNGP in 2011 has fuelled a global dialogue on the roles and
responsibilities of states and business in upholding human rights in a globalized
world. As far as businesses are concerned, the UNGP provides a detailed discussion
of the responsibility to respect, but by virtue of their being high-level principles,
more advanced concepts, such as the various steps required to undertake a proper
human rights due diligence, need to be interpreted and applied to the local context
through practical application, peer pressure, and peer learning. We have looked at
several mechanisms that aim to promote and incentivize such contextualization, with
a focus on impact along global supply chains.

Like the UNGP, many of these mechanisms are still very young so that a
comprehensive assessment of their relevance is difficult to undertake at this stage,
especially as regards human rights reporting and NAP processes. The only clear and
clearly positive evidence available relates to the experience of sector-specific multi-
stakeholder initiatives, as these seem to be able to assemble the right kind of pressure
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and peer group to mandate, effectively implement, and monitor human rights-related
actions along global supply chains.

Such initiatives are nevertheless unlikely to come about just by themselves. They
need strong policy signals and incentives and rigorous frameworks to compare their
effectiveness and results, as well as relevant platforms to facilitate exchange,
benchmarking across sectors, and an alignment of a broad range of business and
human rights initiatives.

This is exactly where all the implementation mechanisms could complement and
reinforce each other. Reporting frameworks provide guidance on specific results and
facilitate the comparison of initiatives and their results. Mandatory reporting require-
ments emit strong policy signals. Sector-specific initiatives create, apply, and monitor
measures to protect human rights beyond individual supply chains. And NAP
processes provide a platform “for the critical review of existing regulatory approaches
on business and human rights, as well as for dialogue about policy innovations” and
the broader political, economic, legal and regulatory factors influencing the success or
failure of such mechanisms in practice (O’Brien et al. 2016: 15-16).

While the different stakeholder approaches are extremely important in their own
right and respond to the roles and responsibilities laid out by the PRR framework,
their full power can be unleashed only by unifying the pillars and building on multi-
stakeholder processes in a comprehensive ecosystem for protecting human rights in a
context of global business activity.

Disclaimer

The views and opinions expressed in this article are those of the author. They do not
purport to reflect the opinions or views of the German government or any of its
agencies. Designations employed and assumptions made within the analysis or
explanations provided are also not reflective of the position of any German govern-
ment entity.
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Towards Sustainable Global Value Chains: M)
The Role of the Group of Seven s

Roger A. Fischer

At the Elmau summit in June 2015, heads of state and government of the Group of
Seven (G7) together committed to undertake a number of policy measures to
strengthen sustainable practices in global value chains (G7 (Elmau) Summit
Leaders’ Declaration 2015: 6-7). This essay sets out the reasons that spoke for
joint G7 action towards that goal and gives an account of what the G7 agreed upon in
Elmau. It describes some features of the process leading up to the summit, attempts
to draw a few lessons and then closes with some open but perhaps relevant questions
concerning the future of the agenda for sustainable global value chains.

1 A Case for Action

Why would governments engage in sustainable global value chains? It is a business
issue, seemingly different from the typical macroeconomic conversations held by
leaders and ministers. The case can be (and indeed has been) made from three
different angles: Standards, development, and trade.

1.1 Implementing Social and Environmental Standards

There is a large set of international rules governing production and trade. They
reflect a broad consensus among states and many multinational enterprises on how
the interface between business and its social and environmental externalities should
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eventually look like. But these rules are not self-implementing. In developing
producer countries particularly, gaps persist between standards and reality. In the
absence of effective enforcement, practitioners have often turned to those who
benefit when rules are applied. In the case of social and environmental standards,
two groups of people stand to benefit: First, workers and citizens in developing
producer countries who suffer from infringements and need effective remedies. And
second, people in consumer countries who ask for compliant goods (for the growing
demand for sustainably produced goods see The Nielsen Company (2015), and for
the growing market share of sustainable commodities (coffee, cocoa, palm oil, tea,
cotton, bananas, sugar and soybeans) see Terazono (2015)). Using the agency of
interested parties can be a powerful tool for rule implementation—witness the class
actions broadly on offer in the US legal system (Hay 2002: 178-182) and the
European Court of Justice’s case law on the direct effect of unimplemented EU
directives (Chalmers et al. 2010: 268). It is a small step to think about what this
approach can do for international social and environmental norms.

The need for better implementation is particularly evident in the case of core labor
standards. Global value chains operate like single integrated factories (Taglioni and
Winkler 2016: 11-12). They make different production factors work together for one
business purpose. What traditional factories deliver by placing all factors in the same
location, new global value chains replicate by sophisticated organization and trans-
port across continents. The concept is the same. But workers in those new “factories”
do not make a unified workforce. Unlike the increasingly seamless production
process, they remain divided by various effective levels of protection. Every worker
is left with the labor legislation of his country and the legal relationships within his
company. Variations between companies are important because many sourcing
relationships are contractual in nature (Taglioni and Winkler 2016: 12).

1.2 Achieving Development Gains

From a development angle, decent work and sustainable production are not just
norms. They are also goals ((See: Transforming Our World 2015), Goals 8 (decent
work) and 12 (sustainable consumption and production)), reached as a result of long
uncertain processes. Global value chains are a point in case. They can turn into
powerful vectors towards better employment, more efficient use of resources and
skills enhancement in developing producer countries. But these gains are by no
means automatic. Access to global value chains is necessary but not sufficient to
trigger them (Taglioni and Winkler 2016: 199).

Development is about taking specific opportunities inherent in larger trends
beyond anyone’s control. The unprecedented increase in all forms of international
division of labor over the last 20 years (Taglioni and Winkler 2016: 16) is clearly
among those trends. Trade through global value chains enables development
because three factors come together: First, there is a business case for spreading
production across borders (Fally and Hillberry 2015). For businesses in rich
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countries, outsourcing tasks to firms abroad can be a way to escape high (“intra-
firm”) coordination costs at home and capture lower (“inter-firm”) transaction costs
elsewhere, using the strong legal infrastructure in your home market and the demand
power you can project through your value chain. For businesses in poorer countries,
positioning yourself as a supplier can turn your low (“intra-firm”) coordination costs
and your resulting larger firm scopes into competitive edges, making up for the high
transaction cost environment in your country. Second, more open markets and
improved trade infrastructure added opportunities to actually operate on those
business cases. Third, contemporary management thinking has explored the possi-
bilities of distributing the tasks of production to different specialized business units
(“second unbundling”; Taglioni and Winkler 2016: 16). This is an opening for
developing countries in particular. They can now enter production without neces-
sarily having the wherewithal to master the entire process (Taglioni and Winkler
2016: 13).

The issue here is to understand what enabled some emerging economies to
consistently translate their participation in global value chains into tangible and
growing development gains—and then use those lessons to make a difference in
other developing countries. While many questions in this context remain open,
responsible business conduct certainly plays a role. We used a “factory” simile to
illustrate the case for implementing core labor standards throughout global value
chains. A related case can be made in development terms. Global value chains can
drive development because they convey knowledge; often from “upstream” to
“downstream” players' (Taglioni and Winkler 2016: 28f). This is why, depending
on the sector, (Taglioni and Winkler 2016: 21) “moving upstream” can be used as
one very imperfect proxy for upward graduation through global value chains.
The business purpose of knowledge conveyed through global value chains is to
control production.” With control comes responsibility. It is therefore fair to make
the normative case that no business leading a global value chain can credibly
dissociate itself from the development effects—positive and negative—of that
chain. Whoever is in control has to answer for what they could have done. But
first movers on responsible business conduct risk to be set back against competition
without some basic level of coordination. The G7 provides a platform to offer that
coordination and support for responsible business conduct without unduly distorting
competition.

1.3 Building Support for Trade

Finally, there is a trade policy angle. Each step towards more openness and integra-
tion in global trade now seems much harder than the ones before. What we have

1“Upstream” stands for distance; “Downstream” for closeness to final demand.
>Think of product specifications, design, intellectual property, management process.
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achieved in terms of lower tariffs and fewer restrictions in hindsight feels like easy
gains when compared to the “deep integration” and “behind the border” complex-
ities of today’s trade negotiations. They just absorb more political capital. It is one
thing to change the price environment for domestic producers by abolishing a quota
system. It is quite another to invite foreign investors to become domestic producers
themselves. This is part of the reason why more openness to trade is not anymore
immediately seen as something worth having. The case needs to be made—and not
in economic terms only. Witness the way projects for new plurilateral agreements are
debated in OECD democracies. Today consumers question where goods come from,
if they are safe and how they were made. Workers expect governments to manage
the trade-offs between employment goals at home and abroad. One way of answer-
ing these concerns is to show that open trade is not pursued as an end in itself, but as
one enabler for shared prosperity. Positive measures to enhance the implementation
of social and environmental rules and to draw sustainable development gains from
global value chains can carry this message.

Up to a point, the three angles converge. Indeed, the Elmau commitments for
sustainable global value chains can arguably be seen as a coherent, “one agenda’™
style programme of measures, taking place in various policy areas but all serving the
same goal. However, at least notionally, the three angles still pull in different
directions. The following sections will grapple with some of these tensions.

2 What the Group of Seven (G7) Did

2.1 The Elmau Outcome

The package of G7 outcomes reached in 2015 on the issue of sustainability in global
value chains has three elements:

First, the Elmau Leaders’ Declaration, where the G7 specifically commit: (1) to
increase their support to help small and medium enterprises (SME) develop a
common understanding of due diligence and responsible supply chain management,
(2) to strengthen multi-stakeholder initiatives for sustainable global value chains in
G7 countries and beyond, (3) to support partner countries in taking advantage of
responsible global supply chains and (4) to strengthen mechanisms for access to
remedies under the system of National Contact Points for the OECD Guidelines for
Multinational Enterprises. Note that in terms of the structure of the Leaders’ Decla-
ration, these commitments are not part of the development section but immediately
follow the paragraph on trade.

3A term associated with the G8 summit in Lough Erne, where measures on tax, transparency and
trade were combined in this way.
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Second, the G7 will use agreed-upon indicators and data sources to measure and
publicly report on progress against these commitments (G7 Ise Shima Progress
Report 2016: 32).4 And third, the Joint Declaration of G7 Labor and Development
Ministers “Action for Fair Production”, issued October 13th 2015, set out steps to
implement the Elmau commitments.

Before 2015, the G7 and the G8 had very often agreed on joint positions
concerning trade and development, and once on social standards. Global environ-
mental issues have also been early features of the G7/G8 agenda (G7 Elmau Progress
Report 2015: 3). But those positions were normally taken one by one, not in
conjunction. A commitment to an open and rules based global trading system,
political support to the General Agreement on Tariffs and Trade (GATT) or World
Trade Organization (WTO) round of the day and a shared determination to resist
protectionism have been staples of G7 and G8 summit language over decades. As
early as 1985, the G7 had also acknowledged the interdependence of growth within
the G7 countries and opportunities in the developing world (The Bonn Economic
Declaration 1985). Together with the growing need for the G7 and G8 to show
responsibility for global issues, this had led to a substantial programme of develop-
ment commitments with a strong focus on global health (G7 Elmau Progress Report
2015: 88-93). The implementation of social standards came to the fore in
Heiligendamm, where G8 leaders stressed that “open markets rest on political
acceptance”, nurtured by the “social dimension of globalization” (G8 2007 Summit
Declaration 2007) Strengthening corporate social responsibility (CSR), including
through improved transparency of corporate performance on this count, is among the
four action areas here. G8 dialogue with five emerging economies® led to a joint
understanding that CSR builds confidence in open investment policies and that rules
like the OECD Guidelines for Multinational Enterprises “could be fostered and
promoted” (Post-Heiligendamm Process Concluding Report 2009). In more general
terms, G20 leaders also acknowledged their responsibility for sustainable production
and consumption (Annex G20 Leaders Pittsburgh Declaration 2009).

The idea behind the Elmau language on sustainable global value chains was that,
against this background, the three elements of the case for action—using individual
agency for better standards implementation, building political support for open trade
and creating added opportunities for sustainable development—can now fall into
place and make a pattern. This idea relies on the fact that a growing number of
consumers in G7 countries are prepared to pay a premium for goods produced in a
sustainable way (The Nielsen Company 2015: 8). But they cannot translate this
preference into actual buying behavior as long as they have no easy way to tell which
product on offer is really made sustainably. Product information can be unreliable,
confusing due to different overlapping standards, or absent entirely. Due to these

“This document also provides a preliminary snapshot on implementation measures taken since the
Elmau summit.

SPrevious G8 positions are still binding on the G7.
SBrazil, China, Mexico, India, South Africa.
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market imperfections, consumer preferences cannot become price signals and the
sustainability premium cannot reach producers, who then do not have added incen-
tives to raise their game. This effect is part of the reason why social and environ-
mental standards are sometimes perceived (and resisted) as mere cost drivers and
market barriers (Blowfield and Frynas 2005: 499-513). This could be true if
standards would only be rules. But they are also demand factors waiting to catch
on. The concept was to let consumer preferences effectively translate into producer
incentives. And the joint positions’ taken in the Elmau Leaders’ Declaration span
this exact distance: The G7 agree on product level transparency for consumers, better
coordination in the way businesses (particularly SME) implement standards and
communicate their compliance as well as capacity building in developing producer
countries, so that they can actively draw the sustainability premium. In addition, the
G7 committed to stronger recourse and remedy mechanisms, so that people affected
by infringements of the OECD Guidelines are empowered to become additional
drivers for better compliance. Collective G7 action on all those counts was needed to
ensure more market clout and less diversion.

The fact that this part of the leaders’ language is closely linked to the trade section
has already been noted. It is fair to construe this as expanding on the earlier message
conveyed at Heiligendamm: The G7 do look at the quality of growth when promot-
ing the trade agenda. And this quality comprises the social and ecological dimen-
sions of sustainability—including in developing countries. That interpretation is
corroborated by leaders’ support in the same document for what was to become
the 2030 Agenda (G7 Elmau Summit Leaders’ Declaration 2015: 12). In June 2015,
it was already conceivable that sustainable consumption and production could be
part of the package.

Will the Elmau commitments make a difference to how business in global value
chains is conducted? The effect will not be direct. The enhanced debt relief measures
agreed on among the G8 in Cologne have by themselves changed the public finance
parameters of highly indebted poor countries (G8 Muskoka Accountability Report
2010: 19). In contrast, the Elmau commitments are designed to enable business to act
on their own interest in sustainable global value chains. The effect works through
voluntary behavior change. It may be no less powerful for that. First, the implemen-
tation of development related G7 commitments is followed up in accountability
reports published before every summit. Given the keen interest different communi-
ties within global civil society, from human rights and labor to development, take in
sustainable global value chains, doing nothing is not a viable option for any G7
country. Second, the Elmau commitments are about better coordination across
markets and countries, so that potential first movers do not stop at the prospect of
being set back against their competitors. Indeed, the willingness of companies to
take part in national multi-stakeholder initiatives has arguably increased with the

"Note that not all of them are commitments in the sense that their implementation is formally
reported on in future G7 accountability reports. Not every part of leaders’ language calls for
structured reporting under the formal G7 accountability process.
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growth of similar initiatives in other G7 countries and beyond. Finally, Elmau sent a
signal that G7 Heads of State and Government are willing to act on sustainable value
chains. This signal sets a goal that might be pursued through regulatory action if
voluntary business initiative is not deemed effective. So overall there is reason for
cautious optimism. Implementation of the Elmau commitments has already begun
(G7 Ise Shima Progress Report 2016: 32—34). And business has much to gain from
more sustainable global value chains.

2.2 Why Was It Hard

These outcomes were achieved because the G7 agreed on them. While this is a
consensus among leaders, it was prepared through a series of intense and productive
deliberations on Sherpa® and working levels. Discussions improved everyone’s
understanding and over time built consensus. Crucially, the Elmau outcomes do
not ratify a concept prefabricated in Germany. They are a product of genuine
co-creation. Getting there was not easy. Four hurdles had to be overcome:

First, the case for action made above does have some inner tensions. Understand-
ing and solving them became an important part of the G7 conversation. They occur
on every side of the standards-development-trade triangle:

— Standards and development: Standards help to turn trade opportunities into
development gains. But they can also limit, divert or stop trade, so that for
some, these opportunities do not arise. Many say social and environmental
standards are really just a new guise for the old protectionism (Blowfield and
Frynas 2005). And there is an inevitable element of self-interest to every serious
trade policy. Managing trade-offs between employment goals in the G7 and in
third world countries is of course part of that general consideration. Given the
political economy of G7 countries it is also easy to imagine that the domestic feel-
good conveyed by standards may perhaps override the export concerns of a poor,
far-away country. And putting self-interest into normative terms is a time tested
bad practice, typical in history for relationships between countries at different
stages of development (Schama 1987). This is why the G7 discussed how to turn
standards implementation into an honest value proposition for developing pro-
ducer countries. The Elmau commitment on capacity building and the related
ongoing work done by the World Bank are just two outcomes of this
conversation.

— Standards and trade: Flatly using standards to justify trade openness would have
been no less risky. G7 action alone will obviously not change the overall nature of
trade in a way that could convince every skeptic. The extent to which trade
eventually serves sustainable consumption and production also turns on other

8Sherpas are a group of high level civil servants, each preparing his or her leader for G7 summits.
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factors: technological change, geopolitics, the scope and contents of future trade
agreements beyond the G7 membership. It so became apparent that the G7 could
use their commitment to social and environmental standards as a political signal
about what kind of trade they want to facilitate. Alternative messages—say a ban
on broader types of trade or a promise to make some of the more urgent trade-offs
brought about by globalization go away—would have been neither feasible nor
credible.

— Trade and development: The “necessary but not sufficient” relationship between
trade and development has already been noted above. In previous commitments,
the G8 had acknowledged trade as a generally positive force for development
(G7 Ise Shima Progress Report 2016: 28). This raises the question of what
responsibility the G7 take for cases where trade may hurt development. For
now, it seems that trade is deemed useful, but not answerable to development.
Seen from the trade side, it is the same picture in reverse: Development is
obviously useful to trade, but not answerable to it.” Apparently, trade and
development communities still have different, and at times conflicting, priorities.
As a consequence, the G7 designed their commitment on sustainable global value
chains to be an effective political impulse using a new leverage point, rather than
a vacuous guarantee for more and better trade.

Second, each G7 member first looked at the issue through the lens of their own
existing domestic measures for sustainable global value chains. Those are many and
various. Approaches range from consumer protection to mandatory corporate
reporting to voluntary coordination among businesses to capacity building and
policy dialogue in developing countries. And G7 national policies are indeed widely
distributed across that spectrum. This is quite natural. What the state is supposed to
do (or not do) in imperfect markets for goods and information is a question bound to
be answered differently, according to various national traditions of law and eco-
nomic governance. If a government facilitates the creation of a tool enabling
consumers to act on their own value judgments, is it taking sides, effectively backing
some producers at the expense of equally legitimate others? Or is it just leveling the
playing field, fixing information asymmetries that stifle fair competition? Is it
possible for governments to convey a credible message in favor of sustainable
consumption and production and still be market neutral? Is there a case for regula-
tion? There can be no general answer to those questions because they turn on the
values each country uses to define basic concepts such as “fair” market or “workable
competition”. In spite of their high levels of integration, remaining structural differ-
ences across the G7 testify to that fact. This is why harmonization was out of the
question and leaders’ language leaves space for different ways to implement the
Elmau commitments.

Third, the issue required a mode of operation the G7 was not used to. The Lough
Erne summit in 2013 first showed on a substantial scale that G8/G7 development

“Whether this approach is still consistent with the vision underlying the Agenda 2030 is a question
well worth discussing.
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commitments could and indeed should operate through changes in policy rather than
earmarked money pledges (“policies not purses”). This approach is now tested but
still far from being general practice in the G7. Over decades, G7 development
commitments have been prepared by development administrations only. This new
agenda touched on different parts of government, from labor to consumer protection
to trade to development. In order to engage, every G7 member first had to determine
who was in charge and how they would coordinate internally.'” But also for this
cross-government approach, Lough Erne had set a useful precedent. That, along with
the ongoing negotiations in New York on new development goals meant to be as
relevant at home as abroad, helped to build consensus on an unaccustomed way to
take action.

Finally, there were the challenges probably inherent in every G7 process. The
German presidency led this conversation, but also carefully accommodated its
partner’s interests. They were confronted with a range of German goals, different
both in their priority for Germany and their appeal to various G7 members. Every
partner had to make his own call on where to spend his negotiating capital. And
while the sustainable value chain agenda did not entail financial pledges,
implementing it would still require some effort. “Policies not purses” is everything
but a free ride. This was compounded by the dynamism of international policy
making. As new issues continuously came to the fore, no conceivable deal could
offer protection from tomorrow’s pressing demands. And everyone knew that G7
accountability would make failure to implement commitments just as visible as
compliance. Accepting this exposure is a strategic decision. But it also had some-
thing of a leap of faith.

2.3 How It Worked

It could have failed. While many factors contributed, there was also an element of
chance. In hindsight, it is indeed hard to tell pluck from luck and separate the effects
of intentional operation from those of propitious coincidence. With this caveat, four
groups of causes must be credited:

 First, structure mattered. The G7 is a small group of countries similar to each
other in many ways. They are bound together through a dense network of
working relationships in different fora and on various levels. This allows for
easy and frequent exchanges, even in the absence of a formal working group in
charge. Because there were also no regular ministers meeting on the matter before
the summit, the issue had direct access to Sherpas from the start. Close cooper-
ation between development and labor ministries in Germany was critical and

'°Questions like “Ts this a labor or a development issue?” were raised but not easily answered.
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helped to broaden support. Labor, development and human rights communities
across the G7 were mobilized.

* Second, the time was right. People in G7 countries and beyond continue to
question the way global trade works. To many, the collapse of Rana Plaza still
epitomizes a system where business profits from value created abroad but leaves
social and environmental costs to others. Again, ongoing negotiations on the
SDG focused minds on how every nation, regardless of its income level, really
takes part in one global development process. Finally, events in Greece and
Ukraine generally raised expectations on Germany’s ability to facilitate solutions.

¢ Third, for all of its tensions, the case for action was and still is strong. Germany
argued that business success and standards implementation can and often do go
together. The issue was what the G7 can do to help scale these cases. Among
other effects, this debate led to a promising strain of ongoing analytic and
advisory work at the World Bank. Germany also gave reasons for collective
action. Some G7 members had already started relevant national measures. But
first movers are set back against competitors without some coordination.'' The
G7 was a place to start. Even the new type of commitment (“policies not purses’)
helped in a way. Policy implementation can carry its difficulties, but at least this
conversation was free from the intricacies of cost assessments and burden shares.
On a practical level, valid questions were left open if they did not affect what the
commitment was meant to achieve. Open wording was important to make sure
implementation could work through different national approaches, but still make
a coherent whole.

* Fourth, there was work. Political leadership in Germany was from the start
strongly committed to achieve G7 consensus on this issue. G7 partners under-
stood that Germany would engage them on this throughout its presidency.
Gradually, as the case was made and the possibility of success became visible,
more decision makers came to share that commitment. The core of the work lay in
the many conversations with G7 partners, bilaterally and in group format. This
process helped to understand the nature of the interest each partner takes in the
agenda, the scope and limitations of what they can contribute, their specific needs
concerning the outcome and the origins of their doubt. This series of exchanges
tested the concept, putting a spotlight on its weaknesses but also showing where it
had gained traction. In this sense, meeting minutes added up to a hiking map,
showing dead ends, creeks and bridges on the way to Elmau. Starting early and
keeping your direction was important. Early engagement with G7 partners and
frequent continuous follow-up on a consistent agenda paid off in the end. This
approach gave partners time to get familiar with the concept. Repeated opportu-
nities to position themselves and the fact that Germany did not move the

"' German business had made a convincing case that government action on sustainable global value
chains should by nature be coordinated with international partners.
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goalposts made every engagement build on the previous one and let everyone
develop ownership of the outcome. Finally, two high profile events served to
create visibility for the agenda and mobilize further support: A stakeholder
conference in March 2015, hosted by Germany’s development and labor minis-
ters, attended by the heads of the World Bank, the International Labor Organi-
zation (ILO) and the OECD and featuring a keynote speech by Peace Nobel Prize
Winner Kailash Satyarthi. And the joint meeting of G7 labor and development
ministers already mentioned above.

3 Some Open Questions—and a Piecemeal Conclusion

The concept underlying the ElImau commitments for sustainable global value chains
is designed to operate within the current global economic environment. But various
trends continue to change that environment and again affect every side of the trade-
development-standards triangle. This final part will attempt to picture some of these
trends and raise questions about their potential effect on the goals set in Elmau.

3.1 The Impact of Digitalization

One business reason to integrate developing country producers into global value
chains is their lower coordination cost. It allows for larger firm scopes in developing
countries, comprising different business functions which would be unbundled in a
lower transaction cost environment. Perhaps many of the development gains
projected through global value chains (such as skills development) are mediated
through the economic and social integration processes that happen when firms grow
in scope and size and take on many functions. The moment coordination costs can be
lowered without cross-border production and without building large firms, this effect
does not work anymore.

Digitalization may be that moment. The control many firms exert on global value
chains is already informational in nature. To the extent that programmed automation
displaces human agency in business organization or production, the entire process of
creating value for markets can be concentrated wherever the information lies (“dig-
ital reshoring”; Cowen 2016). The Adidas Speedfactory (BMWi 2014: 36f) may be
a glimpse of more to come. Even if reshoring may be more or less relevant
depending on sectors, it is clear that at least some of today’s trade-development
links will work differently in the future. In some cases, present challenges of
implementing social and environmental standards could then just fall away, because
countries with weak legal infrastructures would not even be part of the process.
Obviously, this is not the outcome standards proponents had in mind. It shows how
the case for standards implementation and the case for development really belong
together. Seen in isolation, the very nature of the standards case, normative and “yes



36 R. A. Fischer

orno” as it is, tends to render answers that are just meaningless in development, “one
after the other” terms: Either you comply and then probably do not need to develop.
Or you do not and your noncompliance serves as a reason not to do anything
about it."*

The development opportunities inherent in digitized production are as yet far
from being understood. But at least two aspects emerge: First, development in many
middle income countries has been so fast that they might become lead locations for
digitized production. Alibaba founder Jack Ma feels that Asian original equipment
makers already offer better product than the global brands they cater to (Financial
Times, June 14th, 2016, see also Taglioni and Winkler 2016: 14). Second,
expanding connectivity and network effects might generate more access to digital
resources and services in ever larger parts of the developing world. This last effect
may possibly also help the transmission of price signals from conscious consumers
to responsible producers.

3.2 Changes, Cyclical and Structural

Apart from digitalization, global value chains will have to adjust to other forces: Low
global demand and technological change may lead to continued cost pressure.
Geopolitical tensions, the rise of populist nationalism, concerns of access to
resources and the need for protection from the effects of climate change may all
motivate firms to limit their exposure and make value chains less international.
The Elmau concept works because there is a critical mass of consumers willing to
pay for sustainability (The Nielsen Company 2015: 8) and because, through trans-
parency and coordination, there will be better channels to transmit that price signal to
producers. Its global impact rides on the number and buying power of conscious
consumers as well as on businesses’ readiness to take that opportunity. Both
conditions point to the growing consumer and factor markets in middle income
countries. Most social and environmental standards are notionally universal. How-
ever, they largely originate in the European welfare state and it shows. This is why
reaching an ambitious consensus on standards implementation beyond the G7 is not
easy. But it is possible. While the functioning of worker health insurance is inevi-
tably contingent on a country’s legal system, the aspiration behind it—to collectively
protect people from hazards they cannot control—is truly universal. The develop-
ment, “one after the other” approach to standards will be crucial to make that point.
Just saying we were there first will not produce a useful conversation. A more
promising way could be to identify and measure the positive impacts a given
business activity within a global value chain has on various development goals.
Whether and at what speed the rising middle classes in emerging economies will take

2Development economics discusses similar conundrums—the difficulty of telling drivers from
outcomes of development—under the notion of endogeneity.
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more interest in sustainable consumption is hard to tell. On the one hand, newcomers
to the middle class will understandably want to stabilize their position before
thinking about social and environmental externalities. On the other hand, those
very externalities exert growing pressure on the quality of life, particularly in middle
income countries (The Nielsen Company 2015: 07). This triggers demand for
government action. But emerging societies also seem to have a keen sense of what
individual agency can do. Finally, the way inequality in income and wealth develops
in emerging countries will impact on where responsibility for larger social and
environmental issues is seen. Whoever feels he has no control over his own life
will not readily take responsibility for others.

Branko Milanovic (Milanovic 2015: 452-460) has shown how much of the
difference between global incomes is associated with nationality. His term for this
observation is “citizenship rent”. His idea is that it pays to belong to a rich country
and that today you profit from that way more than you could gain from just being
productive. In this framework resistance in rich countries against new trade agree-
ments may readily be construed as an attempt to defend the citizenship rent. If this
were true, a commitment to sustainable consumption and production on a global
scale would by itself not be able to overcome skepticism about trade. And better
implemented social and environmental standards, in this view being part of the
citizenship rent, would then certainly be used to block rather than improve trade.

This is why the agenda for sustainable global value chains should find ways to
demonstrate material gains not only for developing producer countries but for
workers in rich countries as well. Among other factors, this will depend on how
gains from more efficient sourcing are distributed within the firm and the societies
where it operates. Although vertical competition for production tasks will not
disappear, it is worth exploring where international division of labor can take new
forms that every partner can use for his development. The agenda is far from being
exhausted.

3.3 A Piecemeal Conclusion

Where does all this leave us? Trade growth is far from continuous (IMF 2016: 63)
and participation in global value chains seems to have leveled off (IMF 2016: 82).
But for all the drivers of change set out above, global value chains will not go away
soon. Digital production at home does not equal autarchy. Every economy will still
need to access things that physically exist abroad (resources, commodities, special-
ized labor, demand) and then transform them using its own respective abilities. In
this sense, global value chains will probably continue offering positive development
opportunities for poor countries. Tapping consumer demand for sustainably made
goods and using the improvements and efficiencies brought about by compliance are
likely to remain among those opportunities.

However, finding, expanding and protecting one’s own niche in global value
chains and using that niche for sustainable development may require different
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strategies in the future. First, countries may need to limit their exposure to digital
reshoring. Comparative advantage in trade may then increasingly be tied to the
physical, immoveable assets of an economy, because they cannot easily be displaced
or substituted through digital means. As it happens, sustainability in production
eventually succeeds (or fails) on this very level—the cultural and physical endow-
ment upon which every economy operates.

Second, countries could explore where they can position themselves not only as
producers and sellers, but increasingly also as buyers and users along digitally
enhanced global value chains. While producer and supplier roles will remain crucial
steppingstones for development, low-cost or no-cost access afforded by innovative
digital services can be used as an additional strategic asset.

Third, precisely because they have spread across continents and radically cut
timespans'® within and between every step of the production process, global value
chains have become vulnerable to shocks from an increasing number of sources. For
a risk assessment, see: Chartered Institute of Procurement and Supply (CIPS), CIPS
Risk Index Quarterly Report Q3 2016, Stamford/UK 2016 (CIPS 2016). This is why
investments in the resilience of global value chains may now yield a higher marginal
return than chasing the next efficiency. Just as every stakeholder, developing
producer countries have a role, as well as an interest, in building more robust global
value chains. Depending on a country’s particular position, this role can have
different scripts: Building up domestic markets and perhaps positioning yourself
as an important buyer at a strategic point within a given global value chain.
Deepening regional integration with neighbors is less likely to disrupt trade flows.
Diversifying into different niches, so that expanding one can offset the eclipse of
another and carefully managing trade imbalances are also important. Sustainable
business practices themselves may make global value chains more robust. They help
prevent social and environmental disruption and convey a consistent value proposi-
tion to consumer markets.
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Transforming the Garment Industry M)
in Bangladesh: Sharing Responsibility e

Dorothée Baumann-Pauly, Sarah Labowitz, and Nate Stein

1 Introduction: Chronic Human Rights Issues
in Bangladesh’s Ready-Made Garment Sector

Working conditions in Bangladesh’s Ready-Made Garment (RMG) sector have been
known to be precarious for decades. Throughout the history of the sector’s rapid
growth, international organizations, multi-stakeholder initiatives and individual
brands have tried to improve labor rights and health and safety standards in the
industry, yet with limited success.

After a series of accidents in previous years (CBC News 2013), the collapse of the
Rana Plaza factory complex in the outskirts of Dhaka in April 2013 represented the
deadliest incident in the history of the garment industry. Over 1100 workers lost their
lives and over 2500 were injured.

The international attention that followed Rana Plaza created momentum for the
formation of two unprecedented collective initiatives. The Bangladesh Accord on
Fire and Building Safety (2017), and the Alliance for Bangladesh Worker Safety
(2017). Both initiatives united brands and retailers around a set of standards for fire
and building safety and created monitoring mechanisms for tracking progress.

These initiatives for the first time brought together major brands and retailers to
jointly address long-standing governance gaps around health and safety issues in
garment production sites. Such an industry-wide collaboration is remarkable and
many social science academics chose them as their subject of analysis due to the
laboratory-like conditions in Bangladesh after Rana Plaza. A stream of research is
currently underway and the overall tone of existing academic analysis is positive
(Anner 2015; Lund-Thomsen and Lindgreen 2013; Reinecke and Donaghey 2015).

Our in-depth research on the business models and incentive structures in this
industry, however, revealed that the supply chain of garments in Bangladesh and its
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human rights challenges are much more complex than the two private initiatives
currently acknowledge. From two separate research reports in 2014 and 2015, we
conclude that on their own, these mechanisms are insufficient to protect all workers
in Bangladesh’s garment sector (Labowitz and Baumann-Pauly 2014, 2015).

In this chapter we outline the remaining challenges of the garment sector in
Bangladesh. We argue that transformative change in industries with seemingly
intractable human rights challenges requires that all stakeholders commit to share
responsibilities. No actor alone can fix an industry with as many challenges as the
garment sector in Bangladesh. We refer to a shared responsibility concept for global
supply chains that has been developed in the context of the World Economic
Forum’s Global Agenda Council on Human Rights. In so doing, we use
Bangladesh and this specific sector as an emblematic case to answer the broader
question in this context: How can we develop an approach for transformative change
in industries with chronic human rights issues?

1.1 Shortcomings of Existing Initiatives

Limited scale—current business models of brands and retailers set incentives for
opaque subcontracting networks.

Our research on the garment sector has shed light on the business models that
brands and retailers employ to source from Bangladesh (Labowitz and Baumann-
Pauly 2014, 2015). We were able to show that given intense pressure on price and
production times, subcontracting in the industry is an efficient and rational business
practice. As a result, we estimate that the industry is much larger than currently
assumed, with many smaller production facilities supporting suppliers that work
directly with brands.

Subcontracting is by no means a modern innovation. At the turn of the twentieth
century in New York’s garment district, almost all clothing production happened in
workshops which contracted with larger “manufacturers.” The label on a shirt or a
dress simply indicated that the pieces had been cut from the company’s pattern and
that the finished garment had been inspected before sale (Von Drehle 2003). Our
research in Bangladesh confirms the persistence of this system on a global scale.

Subcontracting is a high risk factor for sweatshop conditions. With every addi-
tional layer between the workers and the final buyer, margins become thinner. In the
production of apparel, the only flexible cost factor is labor cost and subcontracting
squeezes this cost factor (Labowitz and Baumann-Pauly 2015). Subcontracting is
typically contractually forbidden unless authorized by the brand. Suppliers risk
major fines or terminations of the business relationship with the brand if they
subcontract without authorization. However, current sourcing practices with notori-
ously low prices and increasingly shorter lead times often force suppliers to cut costs.
As a result, subcontracting is largely a hidden practice that creates opaque networks
that are not monitored by brands and workers in deeper layers are the least protected.
Given that the cost and delivery time pressures are the main reasons for
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subcontracting, it is also very likely that workers at subcontracting facilities are
earning less, work longer hours, and in case of mistreatment, they have no place for
redress (Van Heerden 2010).

Despite the prevalence of subcontracting, current remediation efforts in
Bangladesh only reach the first layer of the supply chain. While the Accord and
the Alliance work closely with about 1900 direct suppliers, our research shows that
there are more than 7000 garment factories in Bangladesh (Labowitz and Baumann-
Pauly 2015). Following our investigation, local institutions like BRAC University
and the industry association Bangladesh Garment Manufacturers and Exporters
Association (BGMEA) have recently conducted their own research on the number
of RMG factories in Bangladesh (Munni 2016). At a closer look, both studies also
indicate high levels of subcontracting (Labowitz 2016).

Limited scope—current initiatives focus narrowly on fire and building safety and
do not address systemic issues that undermine compliance with safety standards.

Systemic issues in Bangladesh, for example the need to improve a dangerously
poor electrical grid, threaten to undermine the efforts that are underway to address
fire and building safety (Labowitz and Baumann-Pauly 2014). Heavy diesel gener-
ators that many production sites installed to supplement the notoriously unreliable
power supply, strain building stability and contributed to the collapse of Rana Plaza
(Manik and Najar 2015). Similarly, short circuits have caused fires at factories (All
Jazeera 2012).

Focusing on fire and building safety at production sites alone fails to identify
systemic issues that are critical for establishing safe workplaces. Infrastructure
upgrades are beyond what brands and retailers can deliver in Bangladesh
(or elsewhere), yet such measures are indispensable for real progress in securing
safe workplaces. Defining the challenges for fire and building safety comprehen-
sively is necessary to reach the widely shared objective of a safe and sustainable
industry.

Moreover, the brands’ narrow focus on fire and building safety may cause other
chronic labor rights issues to diminish in the background. Issues such as excessive
overtime, constraints on freedom of association (Clean Clothes Campaign 2017a, b),
discrimination, and non-payment of wages remain unresolved in Bangladesh, as in
many other low-wage environments (Business Social Compliance Initiative 2014).

Improving working conditions and meeting international labor standards even in
low-wage economies will require an integrated approach that addresses the nexus
between hours of work, wages and business models. Some multi-stakeholder initia-
tives such as the Fair Labor Association, have created work streams to discuss
purchasing practices with their participating brands (Fair Labor Association 2012),
and other initiatives attempt to create innovative platforms that allow suppliers to
rate the purchasing behavior of their clients (Better Buying 2016). Yet at this point,
these initiatives are not mainstream and the situation for workers in the industry
remains difficult. The lack of attention on the broader basket of labor rights issues is
a shortcoming of existing initiatives in Bangladesh.

Limited remediation success—current initiatives do not meet their own
objectives.
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Aside from the Accord and Alliance’s limited scale and scope, the two initiatives
have struggled to implement remediation plans in the 2334 factories they have
inspected. Their own remediation reports show major delays in implementing
corrective action plans (Accord Progress Overview 2017; Alliance Progress 2017).
While nearly all Accord and Alliance factories have been inspected, only 79 have
passed final inspections as of March 2017 (NYU Stern Center for Business and
Human Rights 2017). There are still over 65,000 individual electrical, fire, and
structural safety problems left to be addressed in the Accord factories alone (Accord
Progress Overview 2017), and progress has been similarly slow through the Alliance
(Alliance Progress 2017). New research based on the progress reports of Accord and
Alliance has shown that less than 4% of factories had fully completed the initiatives’
correction action plans (NYU Stern Center for Business and Human Rights 2017).

With limited time left before the 5-year deadline, it is possible that both brands
and their suppliers are seeking to “run out the clock” on the remediation initiatives.
According to an ILO/IFC study, the estimated cost for remediation per factory
ranges between $100,000 and $250,000 U.S. Dollars (International Labour
Organization 2016), and in extreme cases up to $1.5 million dollars (Mathews
2016). The failure to address the question of who pays for remediation is considered
the biggest barrier for implementation (Russell 2016).

Due to the fact that the factory remediations are lagging far behind public
expectations with only a year left in the five-year plan, both initiatives have started
thinking about extending their mandate beyond 2018. They could do that without the
consent of local authorities but this would certainly not help the implementation.
Alternatively, the initiatives could try to negotiate with the industry associations and
the Bangladesh government and offer to include them in future activities. Neither
government representatives nor industry associations are at this point part of the
decision-making bodies of those two initiatives (The Daily Star 2016). Neither
option, however, proposes an institutional design that could assess and address the
issues in Bangladesh’s garment sector comprehensively.

Despite these challenges, garment exports from Bangladesh have been growing
between 2013 and 2016 (Exports of Goods and Services Annual Percentage Growth
2017), supported by demand as well as international trade incentives such as the
EU’s Everything But Arms (Rutledge 2016), and more workers than ever are
involved in production (Trade Information 2011). How can the safety and dignity
of these workers be protected effectively?

2 Elements of Transformative Change

Transforming Bangladesh’s garment sector requires concerted efforts. No stake-
holder group alone can effectively address the full scale and scope of
Bangladesh’s garment business. To outline an approach for developing a transfor-
mative strategy, we apply the elements of the shared responsibility model to the
context of Bangladesh’s garment sector (Posner 2015). The model essentially rests
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upon three elements—an assessment of the full scale and scope of the problem, an
assessment of the cost of fixing the problem, and a commitment by key stakeholders
to a process for defining how to share responsibilities and costs.

2.1 Comprehensive Assessment of Outstanding Challenges

Transformative change that renders the sector safe and sustainable will require a
comprehensive problem assessment. Most importantly, all facilities involved in the
production of garments in Bangladesh need to be identified, mapped, registered and
assessed. Given the fluid relationships between suppliers that have direct relation-
ships with brands and retailers (Labowitz and Baumann-Pauly 2015), and facilities
that subcontract from direct suppliers, it is not useful to strictly differentiate between
those two types in the mapping and assessment process. For a safe and sustainable
industry, all garment facilities need to be able to meet minimum standards.

Visibility over the entire scope of the industry, including human rights chal-
lenges, is the goal, yet that visibility should not be confused with responsibility
(Posner 2015). Many brands fear that striving for end-to-end transparency in their
supply chains will make them automatically responsible for fixing the issues that this
process will reveal. They therefore focus on first-tier suppliers where they have the
greatest leverage to change conditions, despite possibly more urgent human rights
risks in deeper layers of their supply chain. Decoupling visibility and responsibility
can therefore provide the safe space that is necessary for collecting the information
for a complete mapping of human rights risks in the supply chain. Civil society,
unions, the media, and academia have an important role to play in the process of
gaining visibility. They can help to collect the information necessary for a complete
mapping.

Our centre at New York University (NYU) has piloted a mapping project of the
garment sector in Bangladesh (NYU Stern Center for Business and Human Rights
2015) to demonstrate that greater transparency in the sector is possible and necessary
to adequately assess the sector. Without understanding the full scale and scope of the
issues (including the root causes of systemic human rights issues) devising transfor-
mative change strategies will neither be feasible nor successful.

2.1.1 Assessing the Total Cost of Remediation

As explained above, achieving more comprehensive visibility does not mean that
companies alone must bear the costs of resolving every risk identified. Rather,
greater visibility will give companies, governments and other stakeholders the
information they need to more effectively identify and prioritize the areas that
need the greatest attention and to craft collective solutions (Posner 2015).

Once all garment facilities are mapped and their remediation needs are assessed,
the cost of fixing the issues can be estimated. The estimation requires an honest
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assessment of the full scope of the industry, the necessary technical improvements,
and the steps necessary to ensure respect for labor rights. Estimating the total cost is
necessary for fully understanding the funding needs and for developing funding
strategies.

Deciding who will eventually be responsible for fixing issues and who will bear
the cost requires dialogue processes with all stakeholders in this value chain to
establish the fair share for each (ibid.). Thus, while responsibilities are shared among
stakeholders, they are also clearly differentiated; the special responsibilities of each
stakeholder must be specified and agreed upon in order to pursue the group’s
collective goal (ibid.). A multi-stakeholder taskforce of experts under local leader-
ship may be best suited to provide a framework for a discussion over how to
distribute responsibility and costs.

The Blight Removal Task Force in Detroit provides one example of what can be
achieved when governments, and private ventures work together to address a
problem, and how funding can be raised collaboratively. In Detroit, Quicken
Loans, a private mortgage lender, has partnered with state and local governments
to address residential blight. Together they developed a comprehensive plan of how
to map and remove blighted buildings (Detroit Blight Removal Task Force plan
2014). This partnership has raised the funds for fixing the problem—nearly $1
billion with the goal of spurring Detroit’s economy. The lessons from Detroit
could be applied to Bangladesh’s garment sector that also needs a holistic approach
to ensure sustainable solutions.

Beyond funding, collaborative efforts among stakeholders also help the various
parties pool their knowledge, resources, and leverage to find practical remedies and
feasible solutions (Posner 2015).

2.1.2 Collaboration with a Greater Pool of Stakeholders and Local
Actors with the Bangladesh Government in the Lead

The magnitude of the challenges in Bangladesh’s garment sector requires widening
the range of actors that are currently involved in driving change. Local actors—
factory owners, unions, and political leaders—are especially important constituen-
cies that have not been fully integrated in existing initiatives. Local elites and local
manufacturers have a key role to play to increase supply chain transparency and
assume responsibility for their own back-supply chain (Huq 2014).

International financial institutions also need to play a more active role in facili-
tating practical funding solutions for upgrading the sector. The World Bank, the
International Finance Corporation (IFC), and other international financial institu-
tions could, for example, help underwrite infrastructure improvements in key sec-
tors. They could also help to set up the infrastructure for shared financial
responsibilities, for example through a common fund that will be used to address
the human rights problems or risk in question. They could also facilitate access to
funding, which for instance has been an issue for the implementation of the correc-
tive action plans of the Accord and the Alliance (Russell 2016).
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Local government actors also need to contribute to sustainable improvements by
strengthening the regulatory framework in which the apparel industry is embedded.

The Rana Plaza tragedy did speed up the adoption of a new Bangladesh Labor
Act on July 15, 2013, but its full implementation requires time. For example, since
the adoption of the new Labor Act, labor unions are technically able to form freely in
Bangladesh outside of export processing zones, yet the labor union movement to
date is nascent and requires further support to truly represent workers’ interests. The
International Labor Organization (ILO), certain brands, and several projects funded
by donor countries have focused on strengthening emerging union organizations and
workers’ voices at individual production facilities. Yet local actors are still not
leading these efforts, a factor that may hamper their sustainability. Similarly, in the
organizational structure of the Accord and the Alliance, key actors from Bangladesh
are sidelined or not part of the decision-making body at all. Local manufacturers, for
example, the actors that are supposed to implement the remediation plans, are not
included in the Accord’s board (Alliance Board of Directors 2017; Steering Com-
mittee Members 2017), and resistance to the implementation has been an issue.

3 The Apparel Sector as an Emblematic Case Study
for Addressing Chronic Human Rights Issues in Global
Supply Chains

The most serious human rights risks in certain supply chains often are common to
particular products or commodities and specific to certain geographical areas where
governance or sourcing practices are challenging. As a result, industry-specific,
rather than company-specific, approaches are critical for addressing the most serious
human rights risks and challenges (Posner 2015). In many emerging economies, the
apparel sector is the most important industrial sector, for example, clothing exports
make up 82% of all exports in Bangladesh, 62% of all exports in Lesotho, and 39%
of all exports in Malaysia (Exports of Goods and Services Annual Percentage
Growth 2017). Developing nations generally move away from an economy based
on agriculture into one based on low-skill manufacturing, before attempting (but not
always succeeding) another transition to high-skilled manufacturing and services.
Additionally, wages are usually higher in manufacturing than in agriculture.

Apparel production has also been under attack for decades by critical civil society
organizations for being dangerous and exploitative (The Clean Clothes Campaign
2017a, b; Labour Behind the Label 2017; Moore 2015). Despite a steep learning
curve for some brands (Zadek 2004) and the tremendous efforts of many stake-
holders to improve conditions, the human rights situation in the sector remains dire
for many workers (Poulton et al. 2014).

This situation is not unique for the global apparel supply chain. There are many
other sectors that suffer from chronic human rights issues. Child labor in cocoa
production in the Ivory Coast, forced labor in cotton production in Uzbekistan, and
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slave labor in the Thai fishing industry are all well-known human rights challenges
that, despite the attention that they have received in recent years, cannot point to
major breakthroughs.

The context of these human rights issues in the supply chain is strikingly similar:
national governments are unable or unwilling to provide basic protection; brands
sourcing from such countries claim to be unable or are unwilling to look closely into
human rights issues. How to share responsibility for establishing decent workplaces
in a global economy is therefore a key question that transcends this sector-specific
analysis in Bangladesh.

Multi-stakeholder Initiatives (e.g. the Fair Labor Association) that work in these
sectors have contributed to some progress, yet they fall short when it comes to
addressing systemic issues. Improvements through approaches that focus on
establishing compliance at individual production facilities are by definition insular.
There is also a growing consensus over the limitations of what can be achieved
through social audits (van Heerden and Baumann 2005). Longitudinal empirical data
shows that improvements on many complex issues like overtime have been limited
and even stagnating. Sensitive issues, in contrast, like harassment and abuse, may
not even surface in social audits. The shared responsibility model offers a bold
alternative to the still dominant audit methodology with the objective of upgrading
an entire sector.

The next step therefore must be to test and refine the shared responsibility
approach in practice. There are already some practical initiatives that feature ele-
ments of the shared responsibility approach, including the Detroit Blight Removal
Task Force, mentioned earlier, as well as the architecture of the Sialkot Soccer
Project, which shows how a broad coalition of state and non-state actors can
collaborate to address one specific issue, in this case child labor. Another model of
shared financial responsibility includes the June 2015 Vision Zero Fund, which uses
contributions from governments and businesses to apply to improvements in human
rights in supply chains (International Labour Organization 2017).

Defining an approach for sustainable supply chains in the apparel sector can
provide insights for how to address other supply chain related chronic human rights
issues in other sectors. Our in-depth analysis of the sector in Bangladesh therefore
serves as an emblematic case study, not only for helping to define what is termed
“sustainable fashion” but possibly also for “sustainable chocolate” or “sustainable
fishing” and other industries that have been struggling to operate in ways respectful
of human rights. In the human rights context, a volume on sustainable fashion can,
therefore, point far beyond its own industry.
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Nanda Bergstein

1 Introduction

These days, browsing through a daily newspaper seems equivalent to reading
excerpts from a horror novel. The news confronting one: terrorism, climate change,
exploitation of people in production, violence, fear, and poverty seems to be the
order of the day. The world seems to be spinning in the completely wrong direction.
A significant part of this scene is related to the effects of globalization and global
consumption, areas in which I am strongly involved through the nature of my work.
The negative impacts of global consumption and manufacturing, particularly in
developing countries, are blatant and there is an imperative need for change, to not
jeopardize the future of present and coming generations. Businesses are key to this
process.

This paper shares strategies for change in relation to human rights in global
supply chains. I am writing from the standpoint of a Corporate Responsibility
manager with 10 years of experience in working, in a variety of ways, on human
rights and sustainability in global supply chains. My career started out as project
manager for a grassroots development NGO in South India related to young girls on
reproductive rights and life skills in a financially deprived rural area. After that I
joined a consultancy and supported companies and suppliers to install social man-
agement systems for better working conditions in factories. Since 2007 I have been
an employee of the German coffee roaster and non-food retailer Tchibo where I am
responsible for the sustainability and corporate responsibility activities of the com-
pany together with my team.

Tchibo is pursuing to become a 100% sustainable business as part of its corporate
strategy (Tchibo 2017). The belief that good business is responsible business is
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deeply rooted in the mind-set of the company, which is family-owned and has a
strong set of values. We understand that our future business relies on sustaining the
raw materials we use in our products—coffee, cotton and wood, amongst others—
and establishing fair conditions in manufacturing for the viability of a healthy and
motivated workforce.

“100% sustainability” may sound unreachable. However, for us, 100% sustain-
ability means that full social and environmental responsibility pertaining to our
business activities is non-negotiable. Questions around feasibility and ambition are
not reasons to water down our expectations. On the contrary, this ambitious goal
serves as the fuel to propel us into innovation and to strive for new approaches and
solutions. With an eye on the present state of the world—there is no alternative to
sustainability.

2 Designing Our Human Rights Programme

The Tchibo Human Rights programme is designed around the core conventions of
the ILO, the International Human Rights Conventions along with the UN Guiding
Principles on Business and Human Rights (Tchibo Kodex 2017).

When we started to build our implementation programme for the non-food
business in 2006, we were floundering in unchartered waters. Despite 15 years of
CSR industry to that date, there was a scarcity of effective solutions to build upon.
Already then it had become clear to us that social auditing was not the answer to
drive change at a factory level. The concept of social auditing had been derived from
quality management and had adopted the idea that if there was a clear standard with
clear criteria of what compliance meant, its implementation could be assured through
external monitoring. That logic, however, had a serious flaw. It was based on the
assumption that human behaviour could be audited and thereby controlled within the
short time span of the 1 or 2 days which an auditor visited a factory. Of course,
non-compliances like missing fire exits could be detected, but what about discrim-
ination or sexual harassment? And after concerns were identified, was it sufficient
impetus to actual change? Behavioural changes do not occur simply because of a tick
in the box on the auditor’s sheet (Clean Clothes Campaign 2005). Auditing clearly
was not the solution.

Our strategy design was based on studying the root causes for the lack of
progress. In our view one important obstacle was the strongly conflicted relation
between the workforce and management leading to severe gaps in communication
and mutual understanding. Differences in terms of gender, ethnicity, and class,
amongst others, made workers inferior in the perception of management. Workers
were viewed as a cost for production (and reduced margins), not as creators of value,
and certainly not as human beings. In a context of the strong competitive pressures
factories felt, one could argue that this perception unconsciously justified putting
more and more pressure on the workers. This form of marginalization was
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exacerbated through a lack of enforcement of national labour laws in many produc-
tion countries, so that workers hardly receive any protection.

Our human rights programme intended to go to the core of the tension, namely the
social relation between managers and workers. Our idea was to deconstruct the
construed gaps between workers and managers and to facilitate a further step with
the goal of bringing ambiguities together: what if it was possible to protect human
rights and at the same time contribute to a sustainable business development of the
factories? What if there were win-win situations for both sides, enabling the imple-
mentation of human rights? With these questions in mind we created the WE
Programme.

3 The WE Programme

WE stands for Worldwide Enhancement of Social Quality. It is a comprehensive
supplier training programme which aims at improving working conditions and
compliance with the Tchibo Social and Environmental Code of Conduct. Business
aspects such as quality, productivity, and efficiency are addressed to the extent that
they correlate with human rights, such as working hours or pay.

At the heart of the methodology is dialogue. It is participatory, involving both
workers and managers and, where applicable, buyers, to create solutions for human
rights challenges. An important part of the process is conflict mediation, which is
facilitated by local facilitators specifically trained for this task.

WE was developed in a pilot project between Tchibo GmbH and the Deutsche
Gesellschaft fiir Internationale Zusammenarbeit (GIZ) GmbH in form of a public
private partnership. The pilot was co-financed by the German Federal Ministry for
Economic Cooperation and Development (BMZ) between 2007 and 2011
(WE Social Quality 2017). From 2007 to 2010 the pilot ran in 40 Tchibo factories
located in Bangladesh, China, and Thailand.

The results of the pilot were compelling and showed impact far beyond what was
possible through classic auditing and management training (WE Impact Assess-
ment). Convinced, the Board decided to scale the WE Programme to all strategic
factories in the producer portfolio in 2011. By the end of 2017, 360 factories had
been integrated in total. Approximately 75% of products in our stores are produced
in WE factories or in low risk countries (mainly EU). Today, the programme is
running in eleven countries: Bangladesh, Cambodia, China, Ethiopia, India, Laos,
Myanmar, Pakistan, Thailand, Turkey and Vietnam.
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4 What Makes WE Special?

The core of WE is to create solutions for human rights in factories through con-
structive dialogue between the workforce and the management, as well as between
suppliers and buyers. For long-lasting change we envision dialogue to be deeply
anchored in businesses and applied as business process, regardless of which retailer
sources at a factory. It has to be lived from the inside out.

To enable the parties to engage in dialogue they receive training in communica-
tion skills and solution-oriented action planning techniques. Over the course of
2 years per factory we organize space for dialogue in workshops and factory visits
and provide the workers and managers with specialist facilitators to help them
engage with each other. Whether or not each training participant makes use of this
space can only be his/her individual decision. But when they seize the opportunity,
they step into their individual power and become part of a transformational process
in the factories. In this connection, I have experienced many conversations and
inspiring moments in which worker representatives shared with me how proud they
were to be able to achieve better working conditions for themselves and their
co-workers.

5 The Dialogue Process in Practice

It has always been difficult to describe what actually happens in the dialogue process
and to put into words its transformational nature. When possible and with the
consent of the participants, I have taken stakeholders and buyers with me to the
trainings so that they can see and feel for themselves what occurs in this process.

In the following I attempt to draw an image of a dialogue process, which I
attended in Bangladesh. The theme was “working hours,” a typical issue surfacing
often in working life.

So imagine you are sitting in Bangladesh in a training room with 30 managers and
30 worker representatives from ten factories. At the beginning of the workshop a
training on legal requirements around working hours has taken place and afterwards
the two parties have been separately working on the topic for 60 min. They have
brainstormed the challenges they are experiencing concerning excessive overtime.
As the groups join together, there is a buzz of excitement in the room. Which group
will have come up with more issues? Who will present better? But there is also
tension. Workers are asking themselves whether they will truly be heard. Managers
are wondering whether they will face pushback if they share their perspectives. Even
though they have the hierarchical “power” the sheer volume of workers in a factory
can intimidate them.

In this dialogue round, the workers present first. A young woman stands up. Her
name is Asma. She is wearing a beautiful red dress, handpicked by her family
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because of the special honor to be participating in this forum. This is the dress she
wore at her sister’s wedding.

Her voice is soft at first, a bit shaky. She looks at me, representative of Tchibo—
the client. My reactions as client are relevant to the group and I am aware of the
responsibility I carry. I smile at her in encouragement, and she straightens her back
and begins:

This is what we workers have to say about excessive overtime: When we have to work too
long, we become thoroughly exhausted. Especially as women, many of us have three jobs.
We have to work in the factory, then we go home and have to take care of our husbands and
our children. Before we travel to the factory, we wake up very early to cook them meals and
clean the house. When we work late, we come home very late, and then we still have to clean
the dishes and prepare everything for the next day. We are afraid when we have to travel with
the bus at late hours. It’s not safe for women. The men edge too close to us and we feel
uncomfortable.

Another problem is that we get tired. We become slower at work and we make mistakes.
Then we get pressure from our supervisors and that makes us feel bad. We worry about
keeping our jobs. But we need them. We also need to work overtime. We need the money to
be able to support ourselves and our families

I remember being very impressed by the clear and strong way Asma represented
her peers’ opinions. Just to set the record straight. How many people in Europe or the
US would have the courage to express this or other concerns to their managers right
in front of a large group? Of course, the process is designed to ensure that those who
voice their opinions feel safe and are well protected. Nevertheless, allowing for such
vulnerability and openness is courageous in any context.

This holds true for the managers as well, who, for the first time have to confront
the workers. They feel equally vulnerable despite their “superior” role. Owning up to
non-compliances towards the client can feel risky for them. For decades they have
been incentivized to demonstrate compliance so as not to lose any orders. Double
bookkeeping and bribing of auditors has become a common practice because of this,
and now they are facing a client who wants to see the truth and the actual problems,
even if this means owning up to severe non-compliances (Clean Clothes Campaign
2005).

Our policy differs in that we have committed ourselves to work with our WE
factories towards compliance, on the condition that there is transparency regarding
the challenges and under the condition that we can see real progress in a reasonable
period of time. We believe it is better to address and tackle a problem rather than
pretending that it does not exist, because that is an impediment to change. Though
gaining the trust of the management to be truly open takes some time and requires
patient, respectful communication.

In the managers’ group, Shekhar represents his colleagues:

Excessive overtime hours are also a problem for us. We don’t get enough time for our
families, especially to see our kids. And overtime doesn’t really help because we can see that
the quality of the products goes down. Our rejection rates are high. Also, we have to pay the
overtime premium, so this is much more expensive. But we don’t have a choice, because we
have to ship our goods on time; often there are delays by the customers or the raw material is
late or we overbook production. Then overtime has to happen. We cannot risk disappointing
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our customers and losing orders or pay penalties. But if we had a choice, we wouldn’t
want it.

By the time the managers have finished, the energy has changed in the room. It
has become clearer and brighter. It is as if both parties are really looking at each other
face to face for the first time. The anonymity has lifted.

What has happened here? Both parties have opened up and shared their concerns
and worries. Both parties have also shown that they equally have a problem with the
issue. This creates connection between them, more humaneness and the common
goal of finding ways to reduce excessive overtime by considering the needs of both
parties.

As a next step in the dialogue process, the workers and managers jointly begin to
work on understanding the root causes of the problems they have identified. What is
important here: they look at the real issues in the factories so as to develop
meaningful solutions.

In the case of overtime, there are usually three big root causes: low wages creating
the need for workers to work overtime, unprofessional production and raw material
planning, hampering the production flow, as well as last minute changes through
customers or delays in order approvals, disturbing the production planning.

The next step is deciding which root causes to work on and how. Here the
facilitators play an important role. Their job is to help the factories identify the
appropriate aspects, i.e. those they can really tackle and influence.

There is a human tendency to blame difficulties on the one who is not in the room.
Often customer behaviour is lengthily discussed, but a factory cannot make an action
plan for its customers. This is not to say that clients don’t have to change their
purchasing behaviour. At Tchibo, for example, as a response to the feedback from
our factories we have set up a separate project on fair purchasing practices in our
business. However, we also want to support the factories to move out of a victim
position into one of empowerment: away from feeling that there are “no options” and
“nothing will ever change” towards focusing on those areas with influence. Because
this model of thinking will create the greatest independence and impact for the
factories.

In this workshop the group decides to brainstorm solutions for the following
question: How can we reduce working hours, while maintaining production and
increasing wages? As potential solutions they look at creating efficiencies, reducing
rejection rates, planning raw material better, optimizing quality control, improving
production flow, and skills trainings for workers. They also find solutions to protect
female workers, in case overtime has to take place. Examples for actions are
accompaniment schemes or buying a company bus.

Finally, the workers and managers negotiate an action plan around the designed
solutions, which they take back for implementation in their factories. The facilitators
visit the factories between the workshops to offer process support and trainings for
the larger workforce.
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6 Why Workers Are the Key?

At the start of the programme many factories, but also stakeholders, asked why we
believed that workers would actually have valuable input to give, considering the
often lower literacy and schooling levels. I will not go down the line and question
their beliefs that illiteracy implies less able and challenge the biases that lie at the
core of these questions. Instead let us look at the reality: workers are the ones who
produce the goods, day in and day out. They know when there are blockages in the
production flow. They might not be able to use highly sophisticated terms of
industrial engineering (who would?); however, they would say: “my eyes hurt
because the light is so weak. This is why, I get slower as the day goes by.” They
might also say: “I always have to wait a long time until I get the next garment to sew.
There seems to be a blockage somewhere.” Or they might say: “many of the new
girls in my line cannot use the machines properly. They are new. This is slowing us
down. Or: my sewing machine is dripping of oil. This is staining the product.” But
they are rarely asked about their thoughts. They are rarely heard. They rarely feel
respected. Why should they share their knowledge? Why would they put themselves
into a situation in which they might be criticized or harassed for speaking out, even if
it were for the benefit of the company?

Workers do have something to say, to share, and to contribute. And they will do
so, if they are respected, listened to and their efforts appreciated through tangible
improvements of their working conditions.

What is striking is that sometimes the solutions are utterly simple but happily
effective. For example, the suggestion of a worker to improve the lighting in a
sewing line increased overall efficiency by 30%. And this is where the magic
happens, because suddenly managers see for themselves that integrating and respect-
ing workers makes total business sense.

7 Impact

WE has generated significant change in many areas which are relevant to workers
and managers, as evaluated after the pilot phase (WE Impact Assessment).

— Worker participation has increased, formal dialogue structures have been built up
and worker representatives have been elected.

— On average, wages have increased by 30-50% (but have not yet reached Living
Wage standards).

— Opvertime hours have been reduced.

— Welfare programmes have been set up at factories.

— Health and Safety management systems have been introduced

— Efficiency and quality has improved.
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As there is a clear methodology and approach behind generating these results, the
approach can be replicated into other supply chains and business models.

Topics with more systemic root causes, which go beyond the factory boundaries,
are more difficult to tackle, e.g. full living wage. For this we are working on
complementary solutions that I will describe in a later section.

8 Learnings on Success Factors

A number of factors enhance the success of the dialogue-oriented supplier training.

— Securing management commitment: From the start of the training, we involve
factory owners and top management to ensure their support. We invite them to the
training activities and ask them to be present at WE workshops for timely
decision-making on action plans. Where necessary, the Tchibo buying depart-
ment gets involved so as to secure their commitment. This sometimes requires
detailed conversations and they are not always successful. When top management
consistently fails to show commitment, we define this as a difference in values
which can even lead to ending the business partnership.

— Locally adapted and culturally sensitive training while maintaining international
labour norms and human rights: The WE trainings are adapted to the individual
conditions of the programme countries. This does not mean, however, that
international social standards are watered down. The stricter norm applies
according to our buying contracts. But we try to bring across the message in a
way which can be embraced by the participants. For this we strongly build on our
local facilitators. We acknowledge and appreciate that they come from a mix of
experience. We make teams of people with NGO grassroots, union, and consul-
tancy backgrounds, so that they are able to address both the workers as well as the
top management and produce optimal results. The challenge which we have
encountered here is to identify the right facilitators for the job. It requires a lot
of skill and experience to identify, train, and become a WE facilitator. We
continuously invest to upgrade our standards and innovate our training
methodology.

— Facilitating participation and legitimate worker representation: In WE we work
intensively on creating permanent worker representation structures in the facto-
ries, optimally involving unions when existent. Democratically elected worker
representatives can best reflect the opinion of the entire workforce. Developed
solutions will represent the interests of the workers more holistically and the
workforce will be more satisfied with the negotiated outcomes. Worker represen-
tatives with a union background tend to be more effective because they have a
support system outside of the factory.

In many factories, worker representation is not functional. This is why we
design a motivational process into the WE training, in order to demonstrate to
managers the positive implications of involving workers and building represen-
tation structures. Here we make sure to clearly abide by Art. 2 of the ILO
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Convention 98 on the Right to Organise and Collective Bargaining (1949)". It is
our responsibility to open a space for worker organization and ensure that
workers know their right to freedom of association, but it is the workers’
responsibility and decision whether or not to exercise their freedom of choice.
Influence in any direction can weaken the position of the worker representatives,
as they become management influenced, undermining their credibility vis-a-vis
the workers. This is why we also signed a Global Framework Agreement with the
Global Union INDUSTRIALL in September 2016 in order to strengthen the
positive effects of freedom of association and collective bargaining on workers
and business through a better integration of unions.

— Ownership for the beneficiaries—putting them centre stage: WE empowers
workers and managers to shape change according to their needs and wishes. The
goal is for them to have full ownership of the process. “Ownership”” means having
the freedom of decision: whether or not to participate in the programme, which
topics to tackle and when. The only frames, which we set, are the labour standards
and human rights within our Social and Environmental Code of Conduct which
refer to the UN Guiding Principles on Business and Human Rights (UNGP) as well
as the International Human Rights Covenants. All of them have to be addressed,
but the concrete focus is dependent on the joint decision of the workers and
managers. The facilitators guide the workshop participants towards creating their
own personal breakthroughs, augmenting ambition and deeper implementation,
with great sensitivity, credibly ensuring that workers’ needs are considered.

Ownership for the beneficiaries means letting go of the outcome for Tchibo.
This felt unsettling in the beginning, as results are imperative for our own values
and for our stakeholders. It seemed counter-intuitive to consciously let go of our
expectations in the discourse with the training participants. But here we wanted to
learn from the past: imposing our Code of Conduct in a top-down manner had not
gotten us very far, as previously discussed in the section on audits. Opening space
for the participants and keeping the decision making power with them, however,
generated more change than we would have imagined possible, so that we have
kept this practice until today.

The key lies in allowing the participants to experience the positive feeling of
success. Showing them that they are capable of developing their own solutions
and implementing them boosts their confidence and makes them proud. In the
beginning, the implementation decisions tend to be small steps, and not at a level
of ambition we would expect. But it is understandable: the workers and managers

'(a) Workers’ and employers’ organisations shall enjoy adequate protection against any acts of
interference by each other or each other’s agents or members in their establishment, function-
ing or administration.

(b) In particular, acts which are designed to promote the establishment of workers’ organisations
under the domination of employers or employers’ organisations, or to support workers’
organisations by financial or other means, with the object of placing such organisations
under the control of employers or employers’ organisations, shall be deemed to constitute
acts of interference within the meaning of this Article. ROCBG (1949).
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are testing the waters and trying to understand whether they can trust us and trust
each other. With first implementation results they realize that they can do it, and
from action plan to action plan the decisions become more courageous. This
triggers change from the inside out.

— Peer learning: Exchange between the suppliers during the workshops provides
additional stimulus. They present the progress they have made to each other and
in doing so create a constructive atmosphere of competition and discuss chal-
lenges and offer solutions to each other.

— Setting boundaries if there is no progress: In WE, suppliers receive ample
freedom to work on their issues. We do not set content goals, but we communi-
cate the expectation that there has to be clear and tangible progress within the
course of the programme, and also on the topics which matter most to us,
e.g. wages, freedom of association or discrimination (duration of 2 years). Sup-
pliers receive time to get on track. If they show massive resistance to change over
the course of the programme, however, the sourcing department will review
whether such an organisation fits the principles and values of Tchibo and in
severe cases will cut business ties.

Overall, we have started to apply these principles to other sustainability
programmes which we run as well and can see that they enhance the effectiveness
of our work. In a nutshell, the parameters described above create a space which is
designed in such a way that the workers and managers can have a voice and develop
solutions with self-determination. The process to get to that space, in which power,
gender, and cultural hierarchies are balanced out, takes time however, sometimes up
to a year. One could say that the downside of the WE approach is the need for
patience and continuous dialogue with the factories. In essence, we as sustainability
community have to realize that there is no quick fix. But the investment is definitely
worth the results.

9 Moving Beyond Single Supply Chain Approaches
to Address More Sectoral and Systemic Issues

WE is greatly successful with all issues which are within the realm of the individual
influence of factories and Tchibo as a brand. But we have had to acknowledge the
boundaries of this approach. There are topics which we have tried to solve unilaterally
to no avail, simply because there were too many external factors of influence related
to the dynamics of globalization and political frameworks in the sourcing countries.

We had to face up to the realization that real change in our individual supply chain
requires looking at and influencing these external factors. Therefore, after 5 years
into the WE programme, we started promoting and engaging in new formats of
collaboration to create a shift for the entire industry, thereby positively affecting our
own supply chains.
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10 Sectoral Engagement: The Bangladesh Accord on Fire
and Building Safety

The first opportunity arose in 2012 when the ITGLWF (now a part of
INDUSTRIALL) and the Clean Clothes Campaign invited Tchibo to join in nego-
tiating the Memorandum of Understanding on Fire Safety (MoU), which they had
begun developing with Philip van Heusen (PvH), (Clean Clothes Campaign 2013:
2). The MoU’s goal was to promote fire safety in Bangladesh at a systemic level
including the following elements: bringing in the missing expert knowledge on fire
and building safety into the country, setting up fully independent factory inspections,
creating transparency for the public over inspection findings, and strengthening the
involvement of workers, especially unions. Especially the latter was extremely
important to us and decisive for our engagement. Previous fires and tragedies
(e.g. the Spectrum collapse in 2005) had shown that workers had known that
something was wrong in the factory, but that they were driven back to their
workplaces when they spoke up. Deaths could have been prevented, had they had
the power to refuse unsafe work. Next to the involvement of unions we also joined
the MoU because it was legally binding. Our intention was to create a framework
which would hold us and others accountable, especially in situations where safety
and economic interests could be in conflict, e.g. potential cases of factory closure or
ensuring the financial underpinning of remediation. These would be the cases that
would test the signatories’ commitment. A legally binding framework would provide
the backbone to implement necessary steps.

Tchibo joined the MoU as part of our due diligence strategy. We knew that
despite our investments (e.g. mandating German engineers to inspect our factories)
we would never be fully able to guarantee fire and building safety, unless there was a
sector solution.

Originally, the MoU was set up to involve four to five large brands jointly with
INDUSTRIALL and the Clean Clothes Campaign. For several months the signato-
ries (Tchibo & PvH) jointly tried to find further partners, but progress stalled. At that
time legal collaboration with the labor side was met with hesitation due to a lack of
trust that a true partnership could be formed with the “other side”.

When Rana Plaza, happened, however, INDUSTRIALL used the opportunity to
align all big brands and retailers, and the MoU transitioned into the Bangladesh Fire
and Building Safety Accord.

Today more than 200 companies are members of the Accord. The initiative has
contributed greatly to a safer factory landscape in Bangladesh. Needless to say there
is still a lot of work to be done which is why we have signed the extension of the
Accord. I would argue that next to the impact on the ground, the Bangladesh Accord
has demonstrated that an industry-wide approach can drive change in a country on a
specific topic.
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11 Tackling Global Issues: Act on Living Wages

With the positive experience of the Bangladesh Accord to back us, a group of brands
came together from 2014 onwards to develop effective solutions for living wage.
The Accord had shown that sector collaboration on implementation was possible,
and within the Ethical Trading Initiative (ETI) and the Accord a group of companies,
including Tchibo, H&M, C&A, Inditex, Next, and Primark, amongst others, had
evolved which was interested in driving into even deeper and more ambitious
change.

Tchibo decided to engage in the group since single supply chain approaches like
WE could achieve tangible wage increases, but apart from China, we were not
meeting a living wage level, e.g. benchmarked against the Asia Floorwage or the
SA8000 standard. Tchibo had already tested various models with key supplier
factories in different countries, working on living wage in combination with worker
participation, industrial engineering, and higher buying prices. We saw progress
under very restricted conditions, i.e. when we were almost the only buyer in a factory
and when a strong union was involved. This, however, is not the norm in global
supply chains: Tchibo offers goods from 75% of Non Food categories. Because of
that, we source our products from around 700 factories. We very rarely have over
50% buying share, which—by the way—also creates too much dependency for
factories and is not wise for a healthy business. Against that background, the models
we had tested were not scalable for us and presumably also for most companies in
the industry.

Additional challenges added to the restrictions of single supply chain approaches:

— Peer pressure on suppliers not to raise wages to an extent that might cause
desirability leading into strikes in other factories,

— A lack of unionization of factories, which meant that there was no guarantee that
buying price increases would be passed on to the workers,

— Competition that was driving the entire industry to be as cost competitive as
possible,

— Consumers who had been educated to always expect a “cheaper deal” and who
have not been willing to share the added costs of wages and sustainability until
now. Without an equal level playing field requiring all companies to incorporate
higher wages, more progressive companies could be challenged in their compet-
itiveness when reflecting living wages in sales prices.

Our discussions as a group led us to the conclusion that we had to look at the
system that was driving down wages. We needed to find a mechanism that defined
wage levels as a non-negotiable, a mechanism that enabled progress towards a living
wage, and a mechanism that ensured that higher wages would actually reach the
workers. Also we were clear that brands’ and retailers’ purchasing practices had to be
part of the equation. The way we buy has to incentivise the payment of a living wage.

We also requested a partnership with the global union INDUSTRIALL to work
on the situation in a joint endeavour. The ACT Initiative was set up and a Memo-
randum of Understanding was negotiated to formalize our relationship. Further, as
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companies do not have a formal representation structure we sought out facilitation to
help us achieve joint positions and be able to work with INDUSTRIALL in a
coordinated manner.

ACT aims to improve wages in the industry by establishing industry collective
bargaining in key garment and textile sourcing countries, supported by world class
manufacturing standards and responsible purchasing practices of suppliers, brands,
and retailers.

The reason why we believe that industry collective bargaining is central, is that it
brings together national representatives of manufacturers and workers—namely
employer associations and trade unions—to negotiate and agree on wages and
conditions applicable to an entire industry sector within that country.

The collective agreements that result are legally binding and enforceable.
Industry-wide agreements set a benchmark that applies to all manufacturers, while
still allowing for individual manufacturers to offer higher pay and better conditions
(ACT 2015).

As I write we are in the phase of formalizing the ACT initiative and planning
implementation. We believe that this is the right way forward, but only history will
tell whether or not we were successful. We are aware of the responsibility that we
have as a community to make this work. It is time for the next level of change, but as
in the past 10 years of our individual journey as a company, we know we individ-
ually and we as a group will learn a lot along the way and will most make many
mistakes to then adapt and redesign our approaches.

12 Conclusion

In this paper, I have described strategies on how to implement human rights in global
supply chains, working in individual supply chains, as well as on a country and global
level. Crucial to success is creating partnerships with the labor side, strengthening
worker participation and the voice of unions in the factories, as well as redesigning
the purchasing practices of brands, retailers and suppliers. Achieving this will take
time and further innovation. There is no quick fix and it is best to acknowledge that,
without making this an excuse for non-action or non-participation. On the contrary,
I believe this should be fuel to step up our game.

As a CSR community, I hope that we will constantly have the courage to question
our strategies and approaches, to understand what works and what does not work and
also why. I hope we will be responsible enough to acknowledge that this is a learning
journey that entails the sharing of lessons learned, preserving what is effective, but
also eschewing models or approaches which have fallen short of impact, in order to
create space for innovation, as difficult as this might be given the personal invest-
ment of energy and time. As an industry we owe this to the people producing our
goods, to our consumers, future generations, and to ourselves.

I have learned to anchor myself deeply into the “WHY” of my work. Whenever I
think that the journey is getting too hard and I feel like giving up, I remember Asma
from the WE workshop and her courage to speak up. She probably does not know it,
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but her speech has been an impetus to the work of my colleagues and myself. Her
picture hangs in our department as a symbol of the effect that one individual can
have on the entire supply chain.

Asma inspires us to use our own voices and to continue to find and develop
solutions for global change.
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Creating Sustainable Business Partnerships m)
at H&M Through Collaboration s

Hendrik Heuermann

1 Introduction: The H&M Way of Production

At H&M we want to make fashion more sustainable, affordable, and attractive for as
many people as possible. We have known the pros and cons of worldwide garment
production since we were founded in 1947. It is a labor-intensive industry that
creates millions of jobs globally. The textile industry has proven to be an accelerator
of industrial development and economic growth in manufacturing countries in
several cases (ILO 2014a). At the same time, human rights standards and environ-
mental awareness are less developed in many of these countries. Within the industry,
it is important to ensure that growth and newly created jobs actually affect people
and communities in a way that brings about positive change.

As much as H&M is part of a global industry with a large number of direct
competitors, our way of working in the production phase is different than that of
many others. H&M currently has 21 production offices worldwide to locally orga-
nize production. Many other brands use textile agencies, instead, to handle the
largest part of their value chain. In this case, the brand’s core design team hands
over a sample of a product to a textile agency which then arranges the production,
chooses suppliers, checks the quality, arranges transport, etc. H&M instead invested
in a local presence to organize production on site in order to maintain close relation-
ships with our business partners. Approximately 3000 people worldwide handle
H&M’s global production.

The focus is on building strong, long term business partner relationships that are
characterized by trust and transparency.

H. Heuermann (2<)
Sustainability Manager Germany, H&M, Ziirich, Switzerland
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With 220 full-time employees working exclusively on sustainability in produc-
tion offices, the Swedish head office and sales markets, we can have the most direct
influence on our partners and work with them towards constant improvement.

2 Improving Strategic Partnerships

We believe in the financial payoff of working directly with our suppliers. Not only is
it more responsible to have a good overview of your direct business partners, it’s also
a wise business decision.

As we grow together with our partners, we benefit from more stable and reliable
business partners with an increased capacity.

The H&M Group works with 1826 first tier factories. Before we work with a new
factory, we perform a detailed assessment on site to ensure that our minimum
requirements are met.

If the facility is approved, the supplier signs our Sustainability Commitment (SC).
The SC is shared by all brands within the H&M group, and everyone who has a
business relationship with us must sign it if they want to start or continue working
with us.

The Sustainability Commitment clearly states that compliance with the law is
fundamental (H&M 2016), but we want to reward more aspirational partners with
better business in terms of long-term business commitment and growth opportuni-
ties. This has proven to be much more effective in terms of sustainability
performance.

That is why our SC has two levels of performance: fundamental and aspirational.
The fundamental level is the basic compliance level that we expect all business
partners to meet. The aspirational level demonstrates where we want to go in the long
term through constant improvements and shows that compliance with legal require-
ments is only the first step in creating a sustainable business.

For example, in addition to setting requirements for wastewater treatment and
water quality, the new commitment now takes a stewardship approach and covers
water withdrawal and its impact on local communities and the environment. This
encourages suppliers to develop their own strategies for tackling water challenges as
well as providing incentives to shift impacts from negative to positive (H&M 2016).

In our performance evaluation, we reward business partners that commit to and
meet their aspirations. The three major focus areas of our Sustainability Commit-
ment are healthy workplaces, healthy ecosystems and a nimal welfare.

One of the many responsibilities of our local production offices is to monitor the
work and the progress of the supplier factories. An audit or inspection of the factory
can be used as a tool for this, and for many years, we have used this tool. Despite
having a different image in the media, our audits were developed from a compliance
based check referring to a code of conduct established in 1997 to a coaching
relationship in our Supplier Impact Partnership Programme (SIPP) and the joint
Sustainability Commitment (SC) between the supplier and H&M. The SIPP supports
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suppliers in improving their sustainability performance and helps us monitor and
measure suppliers’ compliance against the fundamental and aspirational levels and
assess the level of implementation of our Sustainability Commitment.

After a facility is approved and the SC is signed, its sustainability performance is
then self-assessed annually. Its overall performance and country risk assessments,
amongst other indicators, will help us to determine the level of validation that is
needed for each factory. For high-risk and new business partners, we perform an
onsite check at least once a year. If the business partner is low risk (i.e. they achieved
a high score on the audit), a ‘desktop validation’ is usually sufficient. This involves
checking data and paperwork for anomalies and inconsistencies. We assess each
business partner’s capacity to both manage their sustainability issues and track actual
performance using environmental and social sustainability metrics on a three-leveled
approach:

* Level 1: Compliance with fundamental requirements (such as legal requirements,
the ILO core conventions, and other requirements similar to our previous Code of
Conduct).

* Level 2: Existence and quality of management systems and setting of their own
sustainability performance goals. Management systems help to sustain compli-
ance and establish a fundamental ground for leading practices and reaching
aspirational goals.

* Level 3: Setting of and performance towards aspirational targets based on defined
Key Performance Indicators (KPIs) such as energy reduction or community
1mmpacts.

We combine our suppliers’ performance across these three levels in our new
Sustainability Index, which fully replaced our Code of Conduct Index (IcoC)
during 2016.

This new assessment method is based on the Higg Index and some complemen-
tary questions and KPIs developed by H&M. The Higg Index is a holistic measure-
ment standard. It was developed by a broad range of brands (including us), suppliers,
NGOs, academia, and many more through the Sustainable Apparel Coalition (SAC).
The aim of the Higg Index is to create alignment, greater transparency, and better
sustainability performance across the apparel and footwear industry (The Higg Index
2017).

The ambition with SIPP is the desire to change from a one-way compliance
communication (audits mostly) to a two-way dialogue about business improvement.

We conducted our first SIPP assessments during the second half of 2015, which
covered all of our first-tier supplier factories. In the future, we will also include
processing factories and nominated second-tier factories, such as fabric and yarn
mills, and suppliers of non-commercial goods, such as advertising materials. Our
partners have the responsibility to constantly monitor their sustainability perfor-
mance themselves and track their progress in an online tool.

With greater insight into the data, we can focus our efforts on our capacity-
building programmes. These programmes represent all the supplier improvement
activities within our road maps, such as water, climate, energy, chemical
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management, industrial relations (i. e. the relationship between employers’ and
workers’ representatives), and fair living wages.

One of the outputs of the assessment through SIPP is our Sustainability Index
(SI). Each factory is given an SI score between 0 and 100 based on the Higg facility
module and our own KPIs and is then ranked according to its environmental and
social sustainability performance.' Ninety-six percent of the factories were assessed
before the first order placement; we performed 1.194 minimum requirement assess-
ments, 459 desktop validations, and 1.247 on-site validations (H&M 2017: 100).

Only those of our direct or “first tier” suppliers who demonstrate the best
sustainability performance can become strategic partners.

This type of partnership represents a win-win situation, for instance, by securing
stable business through long-term capacity planning up to 3 years in advance for
“Gold suppliers” and 5 years for “Platinum suppliers”.

In turn, the close integration of sustainability performance into our purchasing
routines also allows us to reduce orders in the case where a supplier shows unwill-
ingness to work with us on improvements. We are clearly committed to working
together on improvements rather than terminating relationships. However, if a
supplier repeatedly does not comply with our minimum requirements, we will, for
example, reduce order volumes as a warning. As a last resort, we terminate our
business relationship.

With a yearly global supplier survey and meetings with all of our vendors, we can
learn what we need to improve. One important aspect is their perception of us as a
fair business partner. Since 2014, suppliers’ perception of H&M as a fair business
partner has increased from 76.2% to 83% (H&M 2017: 123) (Fig. 1).

We clearly benefit from good and close relationships with our suppliers—both
from a business perspective as well as a sustainability perspective. Further, we are
confident that collaboration should not end at the factory doors.

Complex wage structures in production countries are a typical challenge of the
industry where working with other brands, unions, and local governments is part of
the solution.

3 Complex Wage Structures as a Core Challenge

Workers in a textile factory usually earn the same money regardless of for which
brand they make garments. Sustainable success would mean that the wages do not
depend on which brands the factories produce (Holdcroft 2015).

There is absolutely no question that every garment worker should earn enough to
have a decent living. In order to ensure this throughout our industry and in all of our
sourcing markets, many parties must still take a big step. Our vision is to have all

'At the time of the publication of this book, we were currently updating this strategy and therefore
are not able to share aggregated scores yet.
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suppliers making our products pay their workers a fair living wage so that they can
cover their families’ basic needs and have discretionary income.

A minimum wage is the lowest possible wage that workers are entitled to receive.
It is defined by local law and can be effective for certain sectors or a whole country
regardless of the industry. Paying the legal minimum wage is one of the core,
non-negotiable requirements for H&M suppliers. In fact, only a small portion of
our suppliers’ workers are paid the minimum wage; the vast majority of workers earn
more (Fig. 2). However, a minimum wage does not necessarily mean that the basic
needs of the employees and their families are covered. That is why we cooperate
with many others to strive to create a fair living wage. In our Sustainability
Commitment we have clearly stated that “a fair living wage should always be
enough to meet the basic needs of employees and their families, and provide some
discretionary income” (H&M 2016). Further it should reflect the local living costs of
workers and their families, and we are convinced that it needs to be negotiated with
democratically elected worker representatives and revised annually.

4 Why We Believe in Collective Bargaining

While many different actors want to contribute to higher wages in textile production,
the path to that goal can be quite different as seen in discussions with
non-governmental organizations (NGOs), for example, the Clean Clothes Campaign
(Clean Clothes Campaign 2013). Among others, these organizations have called for
companies such as H&M to adopt a concrete number as a definition for fair living
wages. Although we value exchange with NGOs on this topic as well as other
subjects, we believe in a different approach. According to the International Labour
Organization (ILO) and global unions, there is no universal methodology on how to
calculate a living wage. Instead, they stress the importance of promoting freedom of
association and collective bargaining as necessary for workers and employers to
negotiate wages and conditions of work (Anker 2011; Holdcroft 2015; ILO 2014b).

This is underlined by Jenny Holdcroft, Assistant General Secretary IndustriALL,
stating that “Even if buyers increase the prices they pay, without collective
bargaining in place there is no guarantee that the increases will be passed on to
workers. Furthermore, most suppliers have multiple buyers, all of whom negotiate
prices with them individually” (Holdcroft 2015, 101).

We share this view and that is why we focus on improved industrial relations,
meaning a good dialogue between employers’ and workers’ representations. We are
convinced that collective bargaining is the best way to define wages. In many
markets, however, workers have limited possibilities to negotiate wages collectively.
In cases where legal minimum wages or the systems to define them are not yet
sufficient, we need to find interim solutions that can ensure that individual factories
can pay their workers fair living wages without putting their business and jobs at
risk. Income equality also needs to be seen in relation to other sectors, and the impact
on labor markets and employment must also be considered. It is also important that
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governments feel confident that buyers would not move orders to other countries if
minimum wages were to be increased.

There is no doubt that it is our job and obligation as a major brand to constantly
monitor and improve our own purchasing practices, in order to ensure that our
suppliers can pay their textile workers for the true cost of labor and nobody has to
work excessive overtime—one of the industry’s most pressing issues in our eyes.
The purchasing practices should always provide reasonable lead times, fair pricing,
timely payments, and transparent communication. To achieve these objectives,
better purchasing planning tools are required to reduce production peaks and thereby
help our suppliers better plan their capacity and reduce overtime.

This alone will not be enough to ensure fair living wages, but it will give our
suppliers additional confidence in implementing improved pay structures.

Functioning industrial relations and collective bargaining are key to achieve good
working conditions. Workers must be free to form or join a trade union and be able to
bargain collectively about wages that also reflect their individual skills.

We want to make sure that workers are aware of their rights in their factory. This
is why we invest in social dialogue and skills development to ensure that workers are
hired and paid according to their skills.

In 2016, we continued to scale up our industrial relations and workplace dialogue
programmes, reaching 290 factories compared to 132 in 2015. We also introduced a
programme in Ethiopia for six factories, covering 4000 workers. In 2017, we plan to
expand this to cover Indonesia, Turkey, and Myanmar.

The H&M group is currently using the Fair Wage method, which aims to create
management systems in which workers know what wages they are entitled to
(including overtime compensation and benefits), as well as ensuring they are paid
according to their skills, experience, and performance.

In 2016, we scaled up the implementation of the Fair Wage method reaching a
total of 140 compared to 68 in the previous year. We introduced and implemented
the Fair Wage method to three new markets: Indonesia, India, and Turkey. In 2017,
we plan to include Myanmar.

It is our goal to have democratically elected worker representatives at supplier
factories worldwide producing 50% of our products by 2018. Given widely varying
pre-conditions from market to market, we are applying locally-adapted approaches
to achieve this. This means that where functional union and collective bargaining
systems exist, we are continuing to help strengthen them (for example in Cambodia).
Where this is not the case, we will work with our strategic suppliers to develop
factory-based worker representation that is democratically-elected.

We are convinced that social dialogues on the factory level and industrial
relations on the industry level will lead to better negotiations between workers and
management and build one of the foundations of a system where fair living wages
are possible.

Our goal is for all workers at H&M supplier factories to have access to relevant
skills development programmes—and to have employment and a wage that reflects
their skills. As part of this objective, we teamed up with the ILO and the Swedish
International Development Cooperation Agency (Sida) in Bangladesh in 2013.
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Looking at the scale of our approach, we think we can be proud of what we have
achieved—however, we want to change the industry for the better and we can’t do it
alone.

5 Conclusion: Why We Need to Collaborate

To achieve that systemic change in the global textile industry, we need strong
partners. That is why in 2014, we entered into a partnership with the ILO to promote
sustainable supply chains in the garment industry on a global, national, and corporate
level.

During 2015, we signed a global framework agreement with the global union
IndustriALL and the Swedish union IF Metall which were renewed in 2016. We are
joining forces to promote sustainable industrial relations and collective bargaining
globally and improving the dialogue between employers and employees at H&M
supplier factories. Many of the countries where we operate have little experience of
positive dialogue with the parties in the labour market. That’s why, as part of this
agreement, together we are helping suppliers and local trade unions to solve conflicts
peacefully, primarily on the factory level where they arise. To support this, we have
set up national monitoring committees with two representatives from IndustriALL
and H&M respectively in Cambodia, Bangladesh, Myanmar, Turkey, and Indonesia.

To influence the whole industry, we need to work with the brands of which we
share factories even though they might be competitors on the shopping streets.

Therefore, we are a founding member and we are actively engaging with other
brands through the industry platform ACT (Action, Collaboration, and Transforma-
tion) to address the issue of living wages in the textile industry. Fifteen brands and
IndustriALL have signed joint principles—a shared approach towards a fair living
wage based on responsible purchasing practices, collective bargaining (and freedom
of association), and skilled workforce. Some of the participating brands include
Tchibo, C&A, Inditex, New Look, Primark, Topshop, Tesco (ACT 2016).

Only in the case where the industry takes action together can the undercutting of
standards be prevented and can higher wages and better working conditions become
competition neutral—a goal ultimately shared by companies.
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Value Chain Impact Measurement at m)
the Otto Group s

Andreas Streubig

Sustainability does not just happen by itself. It needs a clear
attitude and the necessary structures and processes. The Otto
Group has both.

1 Where Have We Come From: And Where Are We
Today?

History shows us that the world has always had its visionaries. In the early eigh-
teenth century, Hans Carl von Carlowitz, Chief Mining Official in Saxony and Head
of the Mining Authority in Freiberg, was such an inspirational thinker. He was
responsible for the entire timber supply for the Electorate of Saxony’s mining and
metallurgy operations. In the face of shortages in timber supply at the time, he
described the fundamentals of future-proof management—with reference to for-
estry—in his Sylvicultura oeconomica (Von Carlowitz 1713). This, in turn,
established what we know today as ‘sustainability’: an approach to managing future
outcomes that now extends far beyond the borders of Saxony. Given the knowledge
of later generations, some of Carlowitz’ decisions and initiatives are not entirely
positive. Nonetheless, he has made history. He would, however, never have imag-
ined that the idea he had written down, about working respectfully and carefully with
nature, would not be taken seriously over the centuries to come.

The consequences have since become clear. By as early as 2050 our Earth will be
home to at least nine billion people and is rapidly approaching the limits of its own
potential. If we take a look at the ‘planetary boundaries’ framework (Steffen et al.
2015) that was first introduced in 2009, we can clearly see that four of the nine
indicators have exceeded their safe margins. In this framework, the areas of climate
change, global warming, loss of biodiversity, land-use, and the global nitrogen and
phosphor cycles are especially critical. This signals the end of a 12,000-year period
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of broad stability. The reasons for this are almost exclusively attributable to human
activity. So much so that some scientists are already proclaiming a new geological
era, the ‘anthropocene’, in which the developments and changes on our planet are
mainly caused by human beings.

Some things are still in a sorry state in terms of social development. At least some
of the UN objectives adopted for the millennium in 2000—such as the intended 50%
reduction in world poverty and improved access to clean drinking water for the
poorest people in the world—are deemed to have been achieved. But more than
three-quarters of the improvements agreed upon at the time could not be realised in
the 17 years since the turn of the new century, including a significant reduction in
child and maternal mortality and a halt to the spread of HIV.

No-one would dispute that many emerging countries have benefited, and continue
to benefit, from the economic development as a result of globalization. If we look at
the overall picture, however, an ever-increasing divergence in the distribution of, and
participation in, these benefits can be observed. The successes mentioned above in
the global fight against poverty and improvement in the living standard of the many
go hand-in-hand with even greater ‘successes’ in increasing the welfare of the few.
In the light of a study by Oxfam (Hardoon et al. 2016), the richest 1% of the world
population has acquired more property for itself than the remaining 99%. While this
development of an increasingly unequal distribution of wealth is not fundamentally
new, its scale is quite shocking.

This objective aggravation of global problems brings incalculable risks with it:
immediate impacts, ranging from shortages of resources to an increase in cata-
strophic events, and indirect ones, from a rise in distribution conflicts to turbulence
in economic and currency systems etc. From this, a long-term danger develops for
business and trade in societies, as most existing value-creation models need stable
social systems and infrastructure for them to function, in addition to security of
resources and supply.

2  What Role Do Companies Play?

Concerning the movers and shakers in society who can drive forward more sustain-
able development, there is no getting around companies and the people who manage
them. They do not, after all, operate in a vacuum. On the one hand they draw on
indispensable environmental and social resources in their value creation and, at the
same time, their business activities have various consequences—both positive and
negative (the latter perhaps unintentionally but nevertheless consciously). On the
other hand, business is a key performer in society: it creates tangible and intangible
goods, employs people, and influences political and social development processes.
As business plays such a central role, it also has a major influence on its business
partners, suppliers and customers, as well as on employees, politicians, and the
media—indeed, on all entities that play a key role in the governance and guidance of
political and social processes.
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As a result, most companies are now fully aware of the demand for a more
sustainable and consequently a more responsible business community—and hardly
anyone would dispute the necessity for this shift in awareness. But having now
considered the ‘if’, a new question comes into focus in the sustainability discussion.
The question of ‘what’: that is, what is the significance or materiality of individual
fields of action. What is to be done? And how urgently? And straight after that we
come to the ‘how’: how should sustainability initiatives be deployed, and where?
Because we do not just want to respond effectively (in terms of the challenges
addressed) but also efficiently (in terms of a balance between cost and benefit).
Intuition and an empirical approach will hardly help us any more. We need to find
credible answers if we want a modern sustainability management programme.
Getting the necessary transformation process to work in companies and society is,
and remains, an act of strength. For this reason, it is good to deploy the limited
resources in the right way.

3 How Does Sustainability Management Work Within
the Otto Group?

At the Otto Group a management process exists for this, named ‘impACT’. It
combines three integrated and interacting processes: firstly, the materiality analysis
itself (the ‘what’), which is based on quantitative and qualitative assessments. In
parallel with the dialogue that has long been customary with our company’s internal
and external stakeholders, for 2 years now we have also been using a tool called
‘estell” (Systain 2017), developed by Systain Consulting, a company that is also part
of the Otto Group. Based on an extended mathematical input/output calculation
model that quantifies the undesirable environmental and social impacts along the
entire value chain, this tool links the purchasing and sales data of the Otto Group
(including volumes, assortment structure, procurement markets, location, and trans-
port data) with the specific sustainability ‘burdens’ that the procured and sold goods
represent.

The input/output calculation is a concept from economics for which its author,
Wassily Leontief, was awarded the Nobel Prize in 1973. With its help, the flow of
money between individual business sectors in a national economy—both among
themselves as well as through to the end customers—can be described and quanti-
fied. Consequently, multi-regional input/output tables allow the value flows caused
by Otto Group Purchasing all over the world to be captured in a model. This not only
takes the immediate manufacturing of the products procured by the Otto Group into
account, but also all the necessary intermediate products, by-products, and primary
products.

For this purpose, the monetary purchase volumes as logged by the Otto Group
Accounts Department are differentiated by individual products and regions of origin,
and linked to the input/output model. On this basis, in a first step, a detailed picture
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of the direct and induced goods production generated by the Otto Group’s business
activities all over the world is produced. In a second step, the environmental effects
associated with this production are then determined. To do this, the specific envi-
ronmental burden for each euro of value produced is linked using global environ-
mental statistics to the respective induced production quantity for each individual
business sector in each country. Fundamentally, this determines an assessment of the
entire Otto Group’s ecological scorecard. If we compare the results of the input/
output-based methodology with other procedures, we can only see very limited
variations. With the input/output methodology, the CO, emissions from electricity
consumption, transport, and heating, for example, only differ by 4—7% from detailed
values raised on the basis of primary physical data.

To make the various adverse effects on the environment comparable, these are
finally evaluated in euros. With this innovative monetary evaluation approach we also
make environmental matters comparable with ‘normal’ business topics. Social risks,
too, are captured in hard figures through ‘estell’ with its ‘social-risk hours’ indicator.
To do this, the input/output model is used to determine the working hours for each
individual stage of production. The social-risk hours indicator quantifies the respec-
tive risks of non-compliance with internationally recognised social standards—in
each business sector and country—by means of statistical information. In this case,
we do not convert these social-risk hours into terms of financial damages.

Let us take a very simple example that will illustrate the necessary calculation:
Suppose the Otto Group was ordering textiles with a purchase value of 1 million euros
from China. The physical environmental effects of the respective value chain are now
quantified on the basis of statistical data and monetized following the global value
interdependencies that the input-output model is reflecting. The aforementioned pro-
duction, among other things, comes with a footprint of about 1.050t CO,, 90,000 m° of
water to be consumed and about 384 kg of particulate matter. These environmental
effects are now being evaluated with the regionally specific external costs, which make
up a fairly stable data base. Finally, we end with environmental costs of approximately
192,000 € only for water, CO, and particulate matter, which are induced by this
procurement. 192,000 € or—in other words—19.2% of the purchase volume.

The result of these calculations is a quantitative outline of the principal causes of
negative impact along our entire value chain. This helps us to better understand our
own actions and to bring suitable measures to bear in the appropriate places in the
future. By supplementing this with the stakeholder feedback raised to date, a new
characteristic emerges in our established materiality matrix. This is now enhanced by
placing the quantitative dimension from ‘estell’ side by side with the qualitative
assessment from our stakeholders. We are not alone in finding this innovative
approach convincing: other parties concur, including those stakeholders with
whom we have discussed and further developed our project in a dedicated stake-
holder dialogue. The German Federal Government was also impressed with our
approach and awarded us its CSR Prize in 2014.

The materiality assessment described above is followed by the development of
systems and initiatives to effectively address the relevant issues, and efficiently
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deploy the necessary resources (the ‘how’). Examples of this are the Otto Group
Social Programme, our Climate Strategy which targets a reduction in the Group’s
CO,-emissions by 50% by 2020 (with 2006 as the base year), and our Sustainable
Textile Strategy, which includes the requirement to change all own-brand and
licenced articles made of cotton to sustainably cultivated cotton. Calculation models
based on ecological or life-cycle assessments help us to understand how much these
measures reduce environmental damage and social risks. We also know through
‘estell’ that more than 10% of the total environmental impacts arise with our
customers in the utilisation phase. We intend to become even more active here in
the next few years through closer communication with our customers, for example,
and through appropriate assortment design.

In the third step, the systems developed here are integrated into our company’s
Corporate Responsibility (CR) strategy and its management processes. Conse-
quently, all Group companies above the voluntary relevance threshold of 100 million
euros in annual revenues now have their own CR agenda, with binding target curves
that contribute to achieving the Group’s objectives. We will be communicating our
progress towards these goals internally and externally as part of our Sustainability
Communication Programme. Beyond this, these areas of progress are also factored
into incentive mechanisms for the members of the Otto Group Executive Board.

4 How Do We Take Opportunities and Positive
Contributions into Account, As Well As Any Losses
and Risks?

With the approach described above we can effectively reduce the harmful impacts of
our business activities, as well as any resulting risks to our business model. But in the
end, sustainability must be more than pure risk management. According to the
principles of traditional marketing, companies should create direct added value to
justify their right to exist. My personal conviction is that this should also apply to the
society holistically. This means that the answer to the question of the value of a
company would no longer be a sole business issue; it would instead be expressed in
terms of macroeconomics and society as a whole. This can be stated in terms of how
much added value (economic, environmental, or societal) the company has generated
by the end of a year. Where have risks and negative impacts not only been avoided, but
also where have positive contributions on balance been made to the common good?
Such a view is still the reserve of people who, in the most positive case, are labelled as
visionaries—but also quite often as lunatics. I am personally convinced, however, that
in the long term there will be no getting around this way of thinking."

"This text is based in part on previous publications of the author.
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Filippa K’s Fashion Manifest: Long Lasting M)
Simplicity P

Elin Larsson

For the first time in history, we, the human beings, are now running this ship, planet
earth. We are the captains. Scientists say we have entered a new geological era, the
Anthropocene—when human activities have a significant global impact on Earth’s
geology and ecosystems. With that power come a lot of possibilities but also
responsibilities. And the solutions of how to take that responsibility vary, as do
the reasons for doing so. We at Filippa K are not only doing it because it is the right
thing to do but also because we want to run a successful company into the future.

We are a company with a passion for design. Our strategy has always been to
make clothes that can last a long time both in style and quality. We offer a style
rather than a trend, by creating timeless pieces and wardrobe favourites that can be
used season after season.

Our culture is based on strong values, and our products lie at the core of our
business. Style, Simplicity, and Quality are three values that characterize everything
we do. These values serve as a guide in our everyday efforts to meet our own
requirements and those of our stakeholders. At Filippa K, quality means more than
just meeting our customers’ expectations with regards to our products. Quality is part
of everything we do, from how our products are designed, manufactured, and sold, to
how we care for our colleagues, customers and everyone else with whom we interact.
We strive to be a brand that is worthy of trust. We sense this is something that is
appreciated by our customers who are becoming more and more aware, and we are
moving towards a society that is much more value-based in its consumption,
meaning that people choose brands that have values in line with their own.

We have for many years been working on increasing the number of sustainable
fibres, addressing social issues in our supply chain, and decreasing our negative
impact in production. Filippa Knutsson, one of the founders of Filippa K, once said,
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“I set out to build a brand of substance and truth, not dependent on the superficial
trends of the fashion industry.” That attitude has followed us from the start in 1993.
In 2007, we developed our first environmental policy and the following year we
opened the first Filippa K Second Hand store.

Furthermore, in 2011 we started an expanded journey with a holistic view,
including everything from how we design and develop our products, to how they
are produced and how we operate within our own company. We decided on five
commitments for the brand that should be achieved by 2030.

By 2030, all materials we use in our products should be more sustainable, not
only the main fabric but all trimmings as well, such as lining, buttons, threads, etc.
We have developed our own fibre tool where we classify all fibres we use into
different categories from 1 to 4, where 1 and 2 are the more sustainable options and
3 and 4 are phase out fibres. This tool helps us to set goals and guides our designers
and product developers to make conscious choices during the design phase. We also
want to make sure that all styles are recyclable by 2030, meaning that we can take
back our clothes and recycle them into new textile fibres to use in our production.

We also want to make sure that our products are produced in a sustainable way.
To be able to do that we need to have full traceability and transparency in our value
chain. We have not yet set the exact criteria for the what sustainable production
means, but we are learning more and more through the projects we do together with
our suppliers and plan on doing this during the year 2018.

Knowing that we, the humans, are already using more resources today than the
earth can restore we need to start being much more resource efficient within our
business. We are part of an industry that leaves significant foot prints and an industry
that contributes to a massive over-consumption. One of our biggest contributions to
change this is to not produce more than is needed, to have an accurate purchase
precision. But being resource efficient also includes everything from how much and
what energy we use in our facilities, to what transport methods we choose for our
shipments, and to decreasing the usage of paper in our offices.

By 2030 we also want to make sure that all people included in our value chain are
treated with respect and have good working conditions, meaning compliance with
our Code of Conduct, from the cotton field all the way to the stores.

Being sustainable also means being able to run a healthy and successful business
on a long-term basis. To succeed with that goal we need to keep building profes-
sional long-term relationships with our partners but also make sure we can deliver a
profit so that we can invest in ourselves and have organic growth in our company.

1 Introduction

Filippa K’s philosophy is based on the company’s three values of Style, Simplicity
and Quality. These values apply to all employees, and characterise everything we
do. From the design phase, the ambience of our stores, and the way we present the
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collections, to the way in which we approach our customers, partners and one
another.

We work hard to be a brand that our customers and other stakeholders can trust.
We strive to be a fair and reliable business partner in a long-term and rewarding
relationship based on mutual trust. Our trading agents, suppliers, and other business
partners play an important part in realizing this aspiration. All partners of Filippa K
are expected to operate in compliance with our Code of Conduct. This means that
supplier companies, trading agents, and other partners must ensure that the Code of
Conduct is also respected and fulfilled by subcontractors involved in the production
processes carried out on behalf of Filippa K.

Our model for corporate responsibility is based on four interrelated and equally
important areas: environmental responsibility, social responsibility, financial respon-
sibility and ethical responsibility.

Our environmental responsibility drives us to search for and value partners who
strive to do business in an environmentally sustainable way. This partner is charac-
terized by its capacity to continuously reduce its environmental impact. Also, we
search for partners that are financially responsible and run their business with a long-
term focus. In social responsibility, we value suppliers that take their responsibility
as employers seriously and therefore continually work to ensure good labour stan-
dards. Filippa K’s ethical responsibility will always be a factor in everything we do
and is reflected in the way we act in all situations. We think that business relation-
ships with our partners must be based on honesty, openness and respect. We have the
ambition for our employees and partners to be able to grow together with us. And
therefore, we value suppliers that are open with their processes and challenges so that
we can develop together.

Willingness to work in accordance with our social, environmental, and ethical
standards in our Code of Conduct is a crucial factor when Filippa K evaluates and
selects its suppliers and trading agents. Before entering a business relationship,
Filippa K and the concerned partner always discuss correspondence to our Code
of Conduct.

Filippa K’s goal is to visit each sewing supplier every year to invest in the partner
relationship and check compliance with our Code of Conduct. Filippa K is a member
company of the Fair Wear Foundation (FWF), an independent, non-profit organisa-
tion that works to improve labour conditions for factory employees. FWF conducts
audits of Filippa K’s suppliers with a focus on social issues since this is their area of
expertise (FWF audit clause 1-3, 6, 8—13 in our Code of Conduct). To complement
the social audits a third party will conduct audits regarding environmental issues.
After an audit, both Filippa K and the specific supplier receives a report that is used
as a base for discussion and improvements.

Filippa K’s Code of Conduct consists of two levels of requirements. All partners;
including trading agents, suppliers, and subcontractors are expected to work in line
with all requirements on both levels.

Level one—must have: If a partner violates any of these requirements, then there
will be direct and more drastic actions taken to solve the problem. Filippa K reserves
the right to take necessary measures to ensure future compliance with the Code of



86 E. Larsson

Conduct. However, we encourage work in order to find a long-term solution.
Requirements are:

1. No child labour: There shall be no use of child labour. The age for admission to
employment shall not be less than the age of completion of compulsory schooling
and, in any case, not less than 15 years. (ILO Convention 138) “There shall be no
forms of slavery or practices similar to slavery, such as the sale and trafficking of
children, debt bondage and serfdom and forced or compulsory labour. [...]
Children [in the age of 15-18] shall not perform work which, by its nature or
the circumstances in which it is carried out, is likely to harm their health, safety or
morals” (ILO 182 1999).

2. No forced or bonded labour: There shall be no use of forced, including bonded or
prison, labour (ILO convention 29 (1930) and ILO convention 105 (1957)). Nor
shall workers be required to lodge “deposits™ or their identity papers with their
employer.

3. No severe safety hazards: The employees and other people in the partner’s
surroundings shall not be exposed to any direct safety risks, which can lead to
long or short-term injuries. Toxic chemicals must be handled in a safe way and all
employees must have access to proper protective equipment and working tools.
There shall be clear emergency routines, with alarms and exit routes.

4. No severe environmental pollution: There shall be no emissions to air, water, or
ground that can have a direct severe impact on the surrounding environment,
society, or the public health. All partners must treat and manage their emissions in
consistency with legal requirements.

5. No corruption: Partners should not, directly or indirectly, offer, promise, give, or
demand a bribe or other undue advantage to obtain or retain business or other
improper advantage. Nor should enterprises be solicited or expected to render a
bribe or other undue advantage (OECD Guidelines 6).

6. Transparency regarding working hours and wages: All partners must be trans-
parent and willing to show Filippa K documents of employees working hours and
wages.

7. Compliance to Filippa K’s chemical restriction list: Partners are obligated to
follow Filippa K Chemical Restriction List (RSL) and continuously phase out
chemicals that are added to this list. Chemical containers must be properly
labelled and safely stored. A material safety data sheet (MSDS) must be available
(in the local language) and the instructions in the MSDS must be followed (ILO
170 1990).

Level two—should have: If a partner violates a level two requirement the partner
will be given the opportunity to improve; these improvements must be reported.
Thereafter, Filippa K will follow the improvements closely to ensure that this
violation is not repeated.

8. There is no discrimination in employment: Equality of opportunity and treat-
ment regardless of race, colour, sex, religion, political opinion, nationality,
social origin or other distinguishing characteristic shall be provided (ILO



Filippa K’s Fashion Manifest: Long Lasting Simplicity 87

10.

11.

12.

13.

14.

100 1951) and (ILO 111 1958). Discrimination due to gender is a common
problem in the textile industry. Filippa K is strongly against sexual harassment
and demand that partners treat their workers as equals and give them the same
respect, opportunities and salary based on the workers’ individual performance.

. Freedom of association and the right to collective bargaining are respected:

The right of all workers to form and join trade unions and to bargain collectively
should be recognised (ILO 87 1948; ILO 98 1949). Workers’ representatives
shall not be the subject of discrimination and shall have access to all workplaces
necessary to enable them to carry out their representation functions (ILO
135 1971;1LO 143 1971). The representatives must be chosen by the employees
and cannot be in a managerial position. Employers shall adopt a positive
approach towards the activities of trade unions and an open attitude towards
their organisational activities. Workers shall own the decision of whether to join
the union.

Living wages are paid: Wages and benefits paid for a standard working week
shall meet at least legal or industry minimum standards and always be sufficient
to meet basic needs of workers and their families and to provide some discre-
tionary income. Deductions from wages for disciplinary measures shall not be
permitted nor shall any deductions from wages not provided for by national law
be permitted without the expressed permission of the worker concerned. All
workers shall be provided with written and understandable information about
the conditions in respect of wages before they enter employment and of the
particulars of their wages for the pay period concerned each time that they
are paid.

Hours of work are not excessive: Hours of work shall comply with applicable
laws and industry standards. Working hours should be scheduled to provide
ample time for rest, meals, and sleep. In any event, workers shall not be required
to work more than 48 h per week on a regular basis and shall be provided with at
least 1 day off for every 7-day period. Overtime shall be voluntary, shall not
exceed 12 h per week, or 240 h per year, shall not be demanded on a regular
basis, and shall always be compensated at a premium rate.

Employment relationship is established: Obligations to employees under labour
or social security laws and regulations arising from the regular employment
relationship shall not be avoided through the use of labour-only contracting
arrangements, or through apprenticeship schemes where there is no real intent to
impart skills or provide regular employment. Younger workers shall be given
the opportunity to participate in education and training programmes.

Working conditions are decent: A safe and hygienic working environment shall
be provided, and best occupational health and safety practice shall be promoted,
bearing in mind the prevailing knowledge of the industry and of any specific
hazards. The working environment should be suitable considering light, noise,
climate and ventilation. The working condition shall not lead to any short or
long term physical or psychological injuries.

Educate employees: Partners shall provide adequate education and training to
employees in environmental health and safety matters, including the handling of
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hazardous materials and the prevention of environmental accidents, as well as
more general environmental management areas, such as environmental impact
assessment procedures, public relations, and environmental technologies
(OECD Guidelines 5.7).

15. Managing environmental issues: A management system that addresses environ-
mental issues and drives the business to understand and improve their environ-
mental performance must be established and maintained. This means that
suppliers and subcontractors must collect and evaluate information regarding
the environmental impacts, and establish measurable objectives and targets for
improving their environmental performance (OECD Guidelines 5.1). The man-
agement system shall focus on preventing pollution, minimizing waste and
emissions, and optimizing water, energy and raw material consumption.

All partners have to sign the receipt of Filippa K’s Code of Conduct. They must
agree that they comply with all requirements stated in the Code of Conduct. They
must also ensure that all subcontractors and suppliers engaged on their behalf
comply with the code.

2 Our Vision and Manifest

To succeed with our commitments and try to change the patterns of fashion we
realised we needed to make a greater internal change in our view of sustainability.

In 2014 we decided on a new overall vision for the brand; we want to see a
fashion where sustainability is the guide to growth, and we developed a manifest
telling us how to get there:

If we want fashion to stay relevant and aesthetic, inside and out,

We need to be personal, simple, and long lasting.

Ecosystems are our inspiration.

Planetary boundaries are key, not limitation.

Sustainability is our guide to growth.

We are dedicated to a carefully curated wardrobe built on personal style,
circular design and a holistic approach to business.

How we do something is how we do everything.

What we do is long lasting.

During 2017 our vision and purpose of the brand evolved even further to become
“To show that simplicity is the purest form of luxury and to inspire a movement of
mindful consumption”. You can find the manifest in our Sustainability reports. It’s
based on what we always have been doing, making clothes and accessories that can
last for a long time, but it is also built on two new concepts:

'All quoted ILO Conventions and OECD guidelines are taken from www.ilo.org and www.oecd.
org
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The first one, the Curated Wardrobe, is about helping our customers to a smaller,
smarter and more selective wardrobe where clothes fit together and are easy to
combine and to mix. A wardrobe that you care for and cherish and that can be
updated in new ways such as through second hand, leasing, swapping, borrowing
etc. And the clothes in that wardrobe never end up in the trash.

The second concept, Circular Fashion, is our internal framework on how to adapt
to circular economy, guiding us on how to move away from the linear models that
we have today towards circular ones, like nature’s eco system.

It includes everything from how we design, develop and produce our clothes to
changing our business models and to making sure our clothes really get that long life
that they were meant to have and never end up in the trash. How we are starting to
transform is described in the following section.

As part of our Circular Fashion concept we are devoted to four R’s: reduce, repair,
reuse and recycling.

Reduce means that we are determined to create products with minimal negative
impact that are part of a circular mind-set. We are constantly questioning what we are
doing and challenge ourselves to do things in new ways—Ilike with our front-runner
products. Every other year we select a few products to become front-runners for the
rest of the collections, serving as guidance on how to transform the rest of the
collection and our business. That means we try to make them as sustainable as
possible throughout the whole lifecycle and then take the learnings and implement
them in the ordinary collections and business. This way we are transforming our
business step by step.

Repair is about extending the life length of the clothes within the users. We offer
care products to the users in our stores, we talk to them about how to take care of
their garments, and we mend broken clothes. We also provide a care guide for our
customers, both available as a poster and on our website.

We will most likely always want to update ourselves and change the clothes in
our wardrobe before they are worn out. The question is how we can do that without
putting the phased-out clothes in the waste bin. We want to make sure that all our
products get a chance of a second or third life with another user and that is what reuse
is all about, making sure that our used garments get new life by being passed on to a
dear friend or sold second hand. Already in 2008, a Filippa K second-hand store
opened in Stockholm. Here, customers can sell the clothes they do no longer use and
customers can come here to find pieces they missed while available in stores or if
their wardrobe favourite has become worn out. The second hand store has a long
wish list of clothes that customers are seeking for. We have started to take back
clothes through our Collect concept; our customers can hand in Filippa K clothes
they do not use any more in any Filippa K store and get a 15% voucher on their next
purchase. We make sure to extend the life length of the garment by either selling it
through Filippa K second hand or giving it to charity.

Then the question is whether we need to own all the clothes we use? We have
started to rent out clothes in selected stores through the Lease concept. The idea is
that you and I can renew our wardrobes temporarily without contributing to
increased consumption, without getting an overcrowded wardrobe,—and without
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emptying our pockets! We also support different solutions for collaborative con-
sumption, such as Lanegarderoben (The Closet Library) and Sabina and Friends in
Sweden and the fashion library Lena in Holland.

Filippa K clothes are made to last, but sadly they will eventually be worn out. But
they still have value—we want our customers to bring old worn-out clothes back so
that we can recycle them. As for today we are only able to guarantee recycling of old
clothes with our front-runners where we collaborate with a Swedish start-up com-
pany called Re:Newcell that is developing a textile to textile recycling method for
cellulose fabrics and an Italian company that can recycle our front-runners made of
wool. Beyond that we have started to reuse cutting waste. Several of our suppliers
are sending their cutting waste to our warechouse DHL, who gathers the waste and
then ship it to a fabric manufacturer in Italy for reuse.

Closing material loops in order to minimize the amount of textiles that ends up in
landfills or gets incinerated is a big challenge that requires new infrastructural
solutions. We cannot do it on our own, so we cooperate with other actors to improve
the possibilities of recycling textile fibres in the future. Some examples of actors with
which we cooperate are re:newcell, the Swedish government bodies Kemi and
Naturvardsverket (Swedish Environmental Protection Agency), and the Nordic
Waste Group, Swerea, and Mistra Future Fashion.

3 Innovation and Collaboration

There are many challenges in being part of the textile industry, an industry with a
long and complex supply chain and one that leaves significant environmental and
social footprints. We constantly challenge ourselves to reduce our negative impacts
through the choice of our materials, our practices in production, and our partners in
the value chain. But perhaps most importantly, our aim is to not produce more than is
needed and to not contribute to overconsumption. For us, that means increasing our
purchase precision, and offering long-lasting products of quality, style, and simplic-
ity, as well as enabling our products to a second life, for example through our second
hand store. And this is where our vision and manifest help and guide us on what to
do and where to focus.

We see ourselves as one part of a larger ecosystem, where each part is equally
important and each part has its unique knowledge to contribute. Our ecosystem
consists of our employees, our owners, our suppliers and partners, NGOs and
experts, government bodies, and last but not least, our customers. It is crucial to
interact and have a dialogue with all of these stakeholders. For instance, we have
been working with Fair Wear Foundation since 2008 to secure good labour standards
in our supply chain, as well as better compliance with our Code of Conduct. Fair
Wear Foundation is a multi-stakeholder initiative that supports us to strive for secure
good labour standards at the sewing factories that are located in Europe 71% and the
rest of the world, mainly in China, but also some small production sites in India,
Peru, and Vietnam. We often use the FWF to perform factory audits, and we also
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utilise their expertise when carrying out reports and action plans if needed. Also, we
use FWF representatives to perform the audits, to ensure that these are professionally
executed, and to have the supplier understand that we take the auditing seriously.
The audits help our suppliers to develop and improve their social compliance
standards. But most importantly, we work proactively with these issues with help
from FWF to provide valuable trainings to raise awareness among the factory
workers. We have always strived to build long-term relationships with our partners
and to keep the number of suppliers down. That makes the quality of our relation-
ships, as well as the products, on a higher level.

The area of gamification is a growing source of inspiration in attempts to make
fashion more sustainable. Gamification is the application of game principles in
non-game contexts, and is most commonly used in attempts to improve learning,
organizational productivity, evaluation and user engagement. Applying gamified
services in factories producing clothes, like in the case of QuizRR (Quizrr 2017),
which we are a part of, creates wider knowledge amongst workers and hence
potentially improves their working conditions. QuizRR is a digital learning tool
that is used on a tablet that the factory receives. It contains pedagogic introductions
movies to each theme and that is followed up with questions where you can choose
from three different answers. When answering correctly, you are rewarded with
stars, if incorrect, you can try again. You do the quiz anonymously but register the
group within the company to which you belong. Increased knowledge about rights
and responsibilities are widely needed among factory workers in developing mar-
kets, and factories often lack functioning systems for workplace rights and safety
information. Using QuizRR makes it possible for the factory to raise awareness
amongst the workers (both management and floor workers) without needing to shut
down the factory for education hours, because the employees can use the tablet when
suitable and you can have a wider impact on and increasing number of engaged
workers.

Gamified services can also help suppliers and brands gain information about
knowledge gaps and other “weak spots” in their organization. We have also tried out
gamification within our own company through an online training created by an
organisation called Sustainable Fashion Academy where employees take part of a
sustainability course. The purpose of the course is to provide brand and retail
professionals the foundational knowledge and inspiration they need to engage with
sustainability challenges and opportunities within their companies, and to become
more confident organizational ambassadors for sustainability.

Key factors for a sustainable fashion future:

1. Knowledge creates engagement: Sustainability can be an overwhelming subject
and sometimes almost frightening: where to begin, a lot of difficult words, so
many areas of concern, etc. In order to create change, no matter in what part of the
eco system, raising awareness is crucial. I believe this quote from Sean Paul
Sartre describes it very well, “Once we know and are aware, we are responsible
for our action and our inaction. We can do something about it or ignore it. Either
way, we are still responsible.” (AZQuotes 2017)
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2. Fully integrated vision and clear direction: Once you are aware you need a clear
vision and direction to know what to focus on and to make sure the company
knows where to go. Since the start, we have decided not to have a separate
sustainability department, but instead make sure sustainability is integrated and a
part of everyone’s work and processes. By doing so sustainability becomes a
natural part of the core business and decisions.

3. Clear strategy and concept: For everyone to be on board and to contribute to the
vision, you need a clear and simple strategy to which everyone can relate. I like to
compare the strategy with a Christmas tree. Before you have the strategy it is like
you have all those beautiful Christmas ornaments, but nowhere to hang them and
therefore you do not use them, but that changes once you have the Christmas tree
in place and everyone can start decorating the tree. That is why it is so important
to define a clear strategy.

4. Be bold enough to try new things: Breaking new grounds can be tough and you
need to have some guts to challenge yourselves and dare to try out new things. I
believe that the employees at Filippa K show a lot of that; we are constantly
challenging ourselves and trying out new ideas and solutions. It also takes a lot of
patience and conviction to make change happen, at least to get the majority on
board. The road can be bumpy and winding sometimes, but that is part of the
transformation phase. We also found out that it is easier to try out new ideas and
solutions on a smaller scale and as separate projects from the beginning. That way
we do not risk too much when trying out new things. It is important though that
the ideas are scalable, because we always have the intention of growth and of
developing the idea to become a contributing part of our business, no matter if it
concerns product development or new services to our customers. For us it is
crucial to participate in different international forums, to visit interesting seminars
and to look at what other industries are doing in order to get inspiration for new
solutions. Without that our business development would stagnate.

5. Be humble enough to adjust along the way: When developing completely new
ideas and changes it is difficult to know how it will work in reality. How
customers will perceive it, how well it will integrate with the rest of the business,
unforeseen logistical challenges, etc. That is why you need to allow yourselves to
learn as you go along and make adjustments along the way or remove it if it is not
successful. An important ingredient is also patience and endurance; to let the new
initiatives take the time they need, it is not common to see a breakthrough right
away. One of the most important objectives of our innovations is that it is a
learning process; let the lessons and insights spread throughout the business and
create a bigger change than just within the specific project. I met a Swedish
Buddhist monk once who told me a story about a little girl. The 7-year old girl
walked all alone on a beach. There had been a dreadful storm the night before and
thousands of starfish had been washed up on the beach. The little girl picked them
up one by one to throw them back into the sea when an old man walks by. He says
to her, “Stop that, there is no use, you cannot save them all anyway”. The little girl
bends down, picks up another starfish and throws it into the sea and says, “Ask
that one what he thinks”. I like that story a lot, because it says a lot about the
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importance of the small actions and how they can spread and create a greater
change in the end.

Time is also essential to succeed but also one of the biggest challenges in most
companies. You need time for reflection and inspiration. You need time for learning
what needs to be fixed. You need time for creating those innovative ideas, and you
need time to implement them and to create the desirable change.

We have also learned the importance of making innovation and sustainability an
integrated part of the company and everyone’s daily work, to not have a separate
sustainability department. It is by engaging people and setting up common goals that
you can create a real change. And that means to work top down but also bottom up,
to succeed. You need the management as well as the experts within each part of your
business to be engaged and motivated.

4 Time for a Change

We strive to run a long-term sustainable business within the planetary boundaries.
To ensure long-term sustainable success we must have a holistic view of our
business, understand how all parts interact and make sure our value chains are
sustainable long-term. To include and collaborate with all stakeholders in our
ecosystem and to get the customers on board is crucial. Because we cannot create
this change by ourselves. Our last initiative was to invite our customers to become
test pilots—to try out our different products and services to be able to give us
feedback on how to improve and develop ourselves further. The response we got
is amazing! They want to act and to have an influence on the way forward and we are
so thankful for that—together we can move mountains.

It is a big system change that is needed and here we can learn from nature. Nature
is already working in circles and has been doing so for at least 3.5 billion years and
had plenty of time to fine tune and adjust. That is why biomimicry is so inspiring;
nature shows us that the answers are all around us, with species willing to share their
solutions.

Together with our owners, partners and the rest of the industry we want to
challenge the conventional fashion industry and show the way to a more sustainable,
more profitable and more innovative fashion, a fashion built on circular models.

We are discovering new grounds, grounds without any maps because it is all so
new. Our journey is built on conviction, collaboration, and creativity, but also
courage, tenacity, and hard work. And that is something everyone at Filippa K and
our owners have shown. We are looking forward to expanding the limits of what we
thought was possible, together with our partners, the rest of the industry and our
customers.

I would like to finish with a divination for the future of fashion: A day in the life
in 2020.
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It’s Friday. You pick out clothes for the day from your minimal wardrobe that,
besides a good base of sustainable basics, consists of rented or borrowed clothes;
stand-out pieces that are only there for a limited time. During your lunch break, you
go to a Filippa K hub, not only to have organic coffee but also to develop a design for
a one-of-a-kind disposable top with the help of a designer. You print it on your 3D
printer and decide not get it delivered to your house by Uber but instead to put it in
your climate positive bag made of carbon dioxide from the air. Once home, you see
that someone has put in a request to rent one of the pieces in your virtual closet. You
accept the request and put it in the safety box for pickup outside your door that is
opened by fingerprint. You discover a stain on your jacket and take out your
miniature spot-clean steamer to clean and refresh the jacket on the go, or perhaps
put it in your rented non-water washing machine that cleans with the help of carbon
dioxide.

It’s a good party, you dance the night away and sweat a lot without your
disposable top breaking or falling off. Back home, you put it in the recycling bin
with yesterday’s newspaper.

Since you’re going on a business trip on Sunday you take the opportunity to get a
proper workout on Saturday. You go for a long run and your sportswear warns when
you need added energy to endure. You take a bite out of the sleeve of the long-
sleeved running top, it tastes like banana. Sunday comes and you travel to Portugal
without luggage. At Faro airport, you pick up a bag with clothes to use during the
coming week, rented online during the flight.

To look at where we are right now and how to build a more sustainable wardrobe,
I would recommend buying versatile pieces that you find valuable, that can become
the backbone of your wardrobe. Make sure to care for those clothes so they can have
the long life that they were meant to have. You can update that wardrobe in new
ways such as through second hand, rental, or swapping with your friends.

We are still in the beginning of our journey and we have a long way to go, but we
are highly motivated and determined to succeed. Our industry needs to change.
Either you choose to ignore that or you become part of the transformation, and that is
what we have chosen.
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Sustainability Strategies in Luxury Fashion: m)
Company Disclosure on Human Rights e

Isabel Ebert

1 Introduction

At first sight, luxury fashion might appear as the ideal precedence case for a sector
that has the potential to become a pioneer in sustainable business. Luxury fashion
includes fashion products that are in contrast with necessity goods, typically costlier,
and predominantly purchased by customers with an elevated disposable income or
greater accumulated wealth than the average population.

There is no clear-cut definition from which price range a piece of fashion can be
considered luxury as the concept closely interrelates with individual perception of
what is a luxury lifestyle. Nevertheless, some key features tend to characterize
luxury fashion objects, which in turn make the luxury sector, in theory, very suitable
to step up for sustainability.

The presumed high quality of luxury fashion implies a longer use of the fashion
piece, which spreads the environmental and social costs for the production of the
item on a longer time span (Joy et al. 2012). Hence, in contrast with a mainstream
brand that targets a customer wanting to wear its products only several times (fast
fashion model), luxury brands want to guarantee longevity of their products over
many years. With regard to human rights and working conditions in fashion pro-
duction in particular, the elevated pricing policy of luxury fashion brands a priori
permits more scope for integrating additional costs for sustainable manufacturing
into the production process. For example, the additional costs for in-depth working
conditions assessments may be transferred onto the final product price without
making a significant difference for the actual purchaser of the product due to her
or his high disposable income. In contrast to mainstream brands, the lowest com-
petitive price is not a key argument for selling luxury products. Furthermore, one
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could argue that structural labour issues in apparel manufacturing in the Global
South affect luxury brands less, as production sites are traditionally located in the
Western Hemisphere (e.g. Italy, France, Spain, Portugal). Besides, brand reputation
in luxury fashion is highly relevant for sales and the vulnerability for reputation loss
is significant—to a certain extent comparable to the volatility in the diamond
industry (compare engagement of the diamond industry in the Kimberley process
as analysed by Kantz 2007). Products need to embody a high degree of exclusivity in
design, together with impeccable quality standards. Hence, if a luxury fashion
company fails to ensure socially sustainable production conditions, how could it
be guaranteed that exclusivity in design and quality are assured?

Having a closer look, the factual evidence on luxury fashion’s performance on
sustainability, in particular human rights, draws a different picture. Given that the
vast majority of luxury fashion companies are outsourcing their production similar to
common high street fashion companies, luxury companies become more vulnerable
to alleged environmental and social rights abuses. The luxury sector is not immune
to social issues that prevail at the most vulnerable spots in global fashion supply
chains (e.g. Clean Clothes Campaign 2014) and there are even calls to reform
trademark law so that luxury companies meet their ethical responsibilities (Sun
2013). This paper aims to convey an overview of the degree of transparency to
which leading luxury companies disclose information on their sustainability policies
and management approaches, with a specific focus on human rights, and social and
labour standards on the manufacturing stage. Transparency is crucial for pushing
sustainability in the industry forward as it allows investors and consumers alike to
make their investment or purchase decisions respectively on solid grounds. It also
allows competitors and allies in the business to benchmark their performance within
the industry and learn from each other’s practices to push for progressive company
performance and industry standards.

2 Structural Factors in Luxury Fashion with Regard
to Sustainability

The marketing approach of luxury brands refers to key factors of quality, exclusive
availability of the product, the precise and expert craftsmanship process, and product
innovation, correlating with and to a certain extent also justifying the elevated price
range of the purchased product:

The marketing strategies of the luxury industry have been the door for their consumers to the
wonderland of luxury spending and consumption. These strategies are meticulously
designed to highlight high quality, exclusivity, craftsmanship, precision, and innovation
that luxury goods can deliver to their customers (Sun 2013: 554).

Trademarks appear as a crucial factor. Trademarks stand for the authenticity and
hence exclusivity of the luxury fashion item, which is key for the consumer. Adding
to this, the tracking of signature items (e.g. individual numbers for handbags) to
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ensure quality bears the potential to enable more effective safeguarding of social
sustainability indicators. Even with the shift of production to low labour cost regions
such as China, Romania, or Saudi Arabia, it remains important for luxury companies
to capitalize on Italian or French labour jurisdictions in a way that permits mainte-
nance of the “Made in Italy” or “Made in France” label (Likoksy 2008: 294). With
the increased outsourcing of manufacturing of luxury fashion in the last 20-30 years,
seamstress guilds in the Western Hemisphere with union-like rights have been
replaced by (mostly) women working under debatable conditions in Vietnam or
Cambodia, and other countries (ibid: 298). Civil society reports, such as a recent one
by Clean Clothes Campaign (2014), raise harsh criticism against luxury brands. The
report by Clean Clothes Campaign alleges that workers are often paid wages below
any established standard and are required to work very long hours in factories that
fail to meet basic health and safety requirements, with labour conditions in some
more extreme cases equalling conditions of modern slavery. Adding to this, in order
to maintain the local trademark labels, such as the “Made in Italy” label, migrant
workers or second or third generation migrant workers inside Europe become
essential. For example, there are a myriad of Chinese migrant workers in Italy
(ibid: 19). According to Clean Clothes Campaign, since a first wave of immigration
during the period between the world wars and in a second wave in the 1980s and
1990s, the Chinese diaspora has become an important element of the competitive-
ness of the Italian fashion sector as a whole. A network of Chinese family businesses
is supplying Italian manufacturers in a flexible and lowcost manner, mostly working
under Chinese rather than European labour conditions. Luxury companies cannot be
excluded from these market dynamics (ibid: 20). Ceccagno and Rastrelli (2008: 72f.)
cite that for instance, in the historic Prato in Tuscany, Chinese-run companies
represent about 80% of all active enterprises. Clean Clothes Campaign (2014: 20)
stresses that the supply chains and business relationships between Chinese busi-
nesses and their Italian clients are characterised by a high degree of fragmentation
and complexity, excessive subcontracting, and labour conditions that can hardly be
monitored or controlled. Also, the organization claims that Pakistani suppliers are
flowing into the country, establishing similar structures as the Chinese, for instance
in the Campania region (ibid). According to Clean Clothes Campaign, French luxury
brands equally source from these foreign-run subcontracting factories in Italy (ibid).
To ensure compliance with legal provisions on labour conditions, law enforcement
agencies and labour inspectors are carrying out various operations (ibid: 22).
These allegations, such as the ones described in the already mentioned report by
Clean Clothes Campaign, put pressure on luxury fashion companies to act. At the same
time, the companies are also pushed to becoming even more and more profitable. This
relates to the increasing extension of businesses into emerging markets (Likoksy
2008). Similar to other major global companies, such as Starbucks or Warner Brothers,
luxury fashion brands aim at tailoring their products to the local context for emerging
markets consumers beyond the products the companies are offering to customers in
their more traditional European or North American market since decades. Hence,
besides the outsourcing dynamics in production, another transformation is taking
place: the attempt to adapt products to recently arising markets. This expansion puts
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additional financing pressure on businesses. As a result of the market pressure to react
fast to these new demands, luxury fashion companies work increasingly with
outsourcing professionals, banks, multinational law firms, and accountancies (Likoksy
2008: 299). Additionally, fashion companies are more and more publicly-traded rather
than privately-held. Hence, the character of the luxury business model itself is
changing (ibid 299). The profit cycle expectation shifted fundamentally as fashion
houses decided to go public. Before, profitability of a luxury fashion business had
traditionally been measured over years if not decades. Even a collection that did not
sell well would have been accepted as an exception by a fashion house, because
success was measured by more long term criteria than it is now. In other words,
attached to decisions to be a publicly traded company or to be managed by a
non-luxury executive triggered a shift in accountability rules. As in other sectors
facing similar restructuring by financial institutions, the aim of investors has been to
turn a quick profit from fashion. Decision-making changed to a short-term basis
model, nowadays to a three-to-four month cycle of profitability (Likoksy: 299).

Structural factors are essential for a socially sustainable conduct of a company as
these influence the corporate culture and processes within the company. For
instance, with increased profit cycle expectations, luxury fashion companies need
to cut down on financial resources deployed on production and hence among others
also labour costs. Thus, decent labour conditions appear less of a priority in the light
of financial pressure.

3 Increasing Demand for Transparency

Along with reports about the challenges of luxury companies to respect human rights
and labour rights along their value chains, various initiatives and international
frameworks exist to provide some broader orientation for addressing challenges to
respect human rights. The responsibilities of business to respect human rights are
defined in the UN Guiding Principles on Business and Human Rights (United
Nations Human Rights Council 2011), along with its major proponent John Ruggie’s
introduction on the responsibility of business to respect Human Rights (Ruggie
2013). Moreover one could name the International Labour Organization’s Declara-
tion on Fundamental Principles and Rights at Work (ILO 1998), the principles of the
UN Global Compact (United Nations 2016) and the Organisation for Economic
Co-operation and Development’s (OECD) Guidelines on Multinational Enterprises
(OECD 1976/2016) serve as further key reference points for human rights obliga-
tions of companies and labour standards. Sector specific initiatives for the textile
industry include for example the Fair Labour Association (FLA), Fair Wear Foun-
dation, the German Partnership for Sustainable Textiles and the Dutch Textile
Covenant. For retail in general some key initiatives are the Ethical Trading Initiative
(Ethical Trading Initiative and Hult International Business School 2016) or
KnowTheChain (KTC) with a focus on forced labour in global supply chains
(KnowTheChain 2016a, b). In addition, investors, consumers, and civil society
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increasingly demand transparency from luxury brands in terms of social conduct and
monitor their performance (Winston 2016). In 1991, the Down Jones Sustainability
Index emerged as the first global sustainability benchmark and prevails as the key
reference point for investors and companies in terms of sustainable investment
(RobecoSAM 2016). In terms of benchmarks on human rights, there is the Corporate
Human Rights Benchmark, which includes as set of luxury fashion companies
(Corporate Human Rights Benchmark 2016).

Also academics speak out about the need for luxury brands to weigh in on
promoting social sustainability at the core of their value chains—along with dura-
bility, quality and style (Joy et al. 2012).

4 Information Disclosure by Luxury Fashion Companies

In light of these structural challenges for establishing sustainable strategies in luxury
fashion, how transparent are luxury fashion companies about their sustainability
approach, especially with regard to human rights at work? How much information
do they disclose? Based on a sample selection of luxury fashion companies, this
study aims to convey further insights by a comparative approach of analysing
disclosed information by the companies. The following ten luxury fashion compa-
nies are according to a study by EY the leading ones in terms of market capitalisation
and will hence be used for this analysis (EY 2015): Burberry, Coach, Hermes, Hugo
Boss, Kering, LVMH Moet Hennessy Louis Vuitton, Michael Kors, Prada, Ralph
Lauren and Salvatore Ferragamo.

The analysis serves as a snapshot in time (Summer 2016) and relies on company
information available in the public domain, e.g. annual reports, websites, and is
gathered to indicate how companies address human rights on a policy and manage-
ment level inside and outside the corporations. Different corporate structures and
terms as well as the companies’ individual operating contexts make an
all-encompassing comparison a challenging task. Not every component of one
company policy would equal a component of another company’s policy, thus
comparisons are only possible to a limited extent. Moreover, as the focus of this
study lies on transparency in a company’s disclosure of information on social
standards, labour standards, and human rights, the measurement of actual social
sustainability performance is not part of this paper. This would require an in-depth
analysis of each company combined with its particular local structure at each
production site and its context. Rather, the focus of this paper is an assessment of
the scope and the degree of detail of disclosed information on human rights policies
and practices by companies.

Therefore, this paper analyses whether a company discloses comprehensive
information in line with the UN Guiding Principles on Business and Human Rights
(United Nations Human Rights Council 2011). This paper depicts which degree of
commitment the company’s information displays on social standards, labour stan-
dards and human rights as a first step, secondly whether it has a human rights policy
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Fig. 1 Dimensions of corporate information disclosure on social sustainability (own illustration)

Table 1 Comparison of company disclosure by dimension for each company

1. Information on 4. Stakeholder
social, labour 2. Human | 3. Governance |engagement
Company | standards and rights and and due 5. Grievance
name human rights policy management diligence mechanism
Burberry |V v v v v
Coach v X X v X
Hermes X X X X X
Hugo v v v v v
Boss
Kering v X X v X
LVMH v X X X
Michael X X X X X
Kors
Prada v X X X X
Ralph v v v v v
Lauren
Salvatore | X X X X X
Ferragamo
Total 7 4 3 5 3

in place that is publicly communicated, thirdly whether it conveys information on the
governance and management of the policy’s contents, fourthly how a company
indicates to engage with stakeholder to carry out due diligence on Human Rights
concerns and fifthly whether there is a grievance mechanism in place and whether
information on it is publicly available as this paper’s focus lies on disclosure
(compare Fig. 1). The fashion companies included in this analysis will be clustered
into three groups: laggards, catching-ups and front-runners. Laggards address less
than two dimensions of corporate disclosure on social sustainability whereas
catching-up companies fulfil at least two and up to four out of the five criteria
(compare Table 1). The frontrunners disclose information on all five dimensions
(Table 1).
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5 Empirical Results

Burberry presents an entire media portal on corporate responsibility (Burberry
2016), publicly available on its website. Within this portal, it lays out its Human
Rights Policy (ibid), which includes a comprehensive section on how human rights
are managed within the company as well as how workers can file their complaints
through available grievance mechanisms. Burberry indicates to uphold the rights for
all workers in its supply chain to join a trade union through the Ethical Trading
Programme (compare ibid). Burberry states that the company requires factories to
provide a grievance mechanism, which is communicated to, understood by and
applied fairly to their employees—verified by the activities of the Ethical Trading
Programme (compare ibid).

Coach’s website has no general human rights policy publicly available, and does
not disclose precise information on social standards, labour standards, or human rights
by the company, although some information can be found on engagement with
business partners and contractors. The Project Just, a fashion consumer awareness
project, points out that all of Coach’s business partners are subject to a contractual
requirement to comply with the company’s social compliance guidelines (Project Just
2016). However, these guidelines are not publicly available—the brand solely shares
its supplier selection guidelines as part of its supply chain stewardship programme
(Coach 2016: 25f). Coach indicates that the social compliance guidelines are an
enhanced version of the supplier selection guidelines (Project Just 2016). Coach
claims to not knowingly work with suppliers who fail to pay their employees a
local minimum wage and is partnering with Better Work Vietnam to educate, improve,
and maintain positive working conditions in some of its factories (ibid) (Table 1).

Hermes discloses hardly any information on human rights within its annual report
or in any other sources available in the public domain (Hermes 2016).

Hugo Boss discloses factory assessments in cooperation with the Fair Labour
Association which is a significant transparency commitment, and has a Sustainability
Committee in place. The company is also a member of the Bangladesh ACCORD on
Building and Fire Safety, as well as of the German Partnership for Sustainable
Textiles and the Global Social Compliance Programme (GSCP). The company
furthermore engages with workers over an ombudsman system. Hugo Boss depicts
comprehensive information under the KTC disclosure platform (KnowTheChain
2016b). The company claims to engage with workers in its supply chain on labour-
related issues during social compliance audits, in which worker interviews are an
important part and which focus on general working conditions as well as on the
verification of work-related documents (ibid). Hugo Boss points out that auditors
hand out contact cards with the e-mail address of Hugo Boss to the employees so that
workers can file complaints independent of the audit (ibid). On a more advanced level
of grievance mechanisms, Hugo Boss participates in the FLA, which enables workers
to use the anonymous complaint procedure provided by the FLA. This also obliges
Hugo Boss to investigate, follow-up, and remedy the cases filed under the FLA
complaint procedure. Hugo Boss also points out that it established “a global ombuds-
man system as a supplementary reporting channel. Employees and third parties such
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as suppliers or customers can confidentially notify an ombudsman, if there are
indications of fraud, infringements of antitrust law or breaches of compliance guide-
lines. It is also possible to remain anonymous if desired” (KnowTheChain 2016b).

The Kering Group presents an informative sustainability report (Kering 2016),
which is at the same time not very precise on Human Rights, governance and
management of the latter, as well as grievance mechanisms. Regarding stakeholder
engagement, the group highlights that a training programme on ethics was set up in
2013, together with a code for all of the group’s employees. It is available in nine
languages and lays out the ethical ground rules at Kering along with case studies and
exemplary ethical dilemmas (KnowTheChain 2016b). The training programme was
introduced in February 2014, with the 2014 edition focussing on corruption, fraud,
conflict of interest, and confidentiality of information on social media. Respect for
human rights, diversity, corruption, and protection of the environment were empha-
sized in 2015, and responsible sourcing of raw materials, traceability, and compli-
ance with business confidentiality in the subsequent year (ibid). Remarkably, the
Kering Group repeatedly references PUMA as a leading and innovative company
within the conglomerate when it comes to social issues. At the same time, this does
not excuse other brands within Kering’s portfolio from not disclosing information on
human rights conduct.

LVMH Moet Hennessy Louis Vuitton lays out multiple activities in its Social
Responsibility Report, although the only precise information contained on social
issues might trace back to its membership of the UN Global Compact and to its
statement on human rights as part of its code of conduct (LVMH 2016). LVMH
disclosed information to the UNGP reporting database (Shift and Mazars 2016).
With a similar corporate set-up as Kering, LVMH is a big conglomerate of brands.

Michael Kors does not disclose much information on its website, nor in its annual
report, on social standards, labour rights, and/or human rights (Kors 2016).

Prada discloses only a glimpse of information on social issues, and regularly
points to its Investors Report and Code of Ethics, analogous to when contacted by
KTC (Prada 2016). The term “human rights” does not appear in the company’s code
of ethics; instead, the company refers to respect towards the “human person”.

Ralph Lauren conveys insightful information on its Global Human Rights Com-
pliance Department and indicates to carry out capacity building and factory effi-
ciency trainings (Lauren 2016). The company promises to extensively review all first
tier suppliers on a mandatory basis, which involves an assessment of risks
and recommendations for corrective actions processes (KnowTheChain 2016b).
Additionally, Ralph Lauren has review processes in place for foreign migrant
workers in higher-risk environments, for instance in Jordan and in India (ibid).
Also, the company indicates that it is developing traceability policies with respect
to certain product commodities and requests suppliers to put in place grievance
mechanisms for workers (ibid). These policies are said to include procedures for risk
assessments, as well as for reviews of employment practices and workers’ working
conditions (ibid).
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Salvatore Ferragamo conveys hardly any information on social issues, except
some broad lines in the company’s financial report in the public domain (Ferragamo
2016).

6 Comparative Summary: Transparency on Sustainability

A general strategic tendency across all fashion companies is hard to detect although
this paper can identify different sub-clusters with regard to information disclosure by
the luxury fashion companies in the study sample. While disclosure on human rights
and labour issues can give some indication of a company’s commitment to an
engagement on human rights, it is important to bear in mind that the degree of
information disclosure might not necessarily equal a company’s actual performance
with regard to respecting human rights.

The least progressive companies in this analysis, the “laggards” encompass
Hermes, Michael Kors, Prada, and Salvatore Ferragamo. These companies failed
to disclose precise information on their policies and practices to respect human
rights, or social or labour standards.

On the “catching-up” horizon are Coach, Kering and LVMH as the companies
are taking action to manage human rights issues with an increasing degree of
importance attributed to the issue. Coach only shows a mixed record of information
disclosure, highlighting material such as the social compliance guideline, which are
not publicly available though at the same time stating it is an enhanced version of the
publicly available supplier selection guidelines. Such an approach can be called
biased. At the same time, the public availability of the supplier selection guidelines
puts pressure on the suppliers and makes them prepare their production sites in line
with the guidelines. Kering has engaged its employees recently in training
programmes that could develop into a crucial mechanism for stakeholder engage-
ment to carry out due diligence. At the current stage though, the precise action taken
by Kering to ensure the respect for human rights lacks disclosure. There is potential
that less progressive brands within the group could learn from more advanced brands
with a solid record of respecting of human rights. LVMH appears to engage in some
activities on the human rights agenda as part of its UN Global Compact signatory
status, although the level of information disclosure remains low, apart from its
disclosure on the UNGP reporting database. Hence LVMH needs to be placed on
the lower end of the “catching up” continuum.

Burberry, Hugo Boss, and Ralph Lauren stand out as the “front-runners” within
the analysed group of luxury companies. Each of these fashion companies discloses
considerable amounts of information on social, labour, and human rights standards,
lays out details on their human rights policy and how human rights are managed
within the company, as well as how the company engages with stakeholders to carry
out due diligence on human rights. Each of the companies has some sort of grievance
mechanism in place, although the quality criteria among the grievance procedures
differ even in this advanced cluster. It appears that Burberry and Ralph Lauren



106 I. Ebert

convey more information on the nature of their grievance mechanisms, indicating for
example corrective action plans, than Hugo Boss.

In this analysis we can see that the information on social, labour standards, and
human rights was conveyed by seven out of ten companies. With a more precise
degree of information demanded on human rights policy, the number of companies
disclosing on this dimension decreased. Five out of ten companies disclosed infor-
mation under dimension of Stakeholder Engagement and Due Diligence. Four out of
ten companies had a human rights policy commitment. The dimension of manage-
ment and governance was equally the least fulfilled together with grievance mech-
anisms (three out of ten companies). To a certain degree this might indicate that a
strategic approach for broader integration of human rights governance into the
overall company strategy and handling of complaints is not yet incorporated in
many company strategies.

Social sustainability is relevant—not only for a company’s reputation and inves-
tor interests but also for internal strategic processes. The luxury fashion sector has a
distinct responsibility—and opportunity—to emerge as a pioneer in the textile sector
to respect human rights. Due to its elevated pricing policy and high quality posi-
tioning, luxury brands could embody the case of differentiation from mainstream
brands by an impeccable human rights performance. There is immense unused
potential in the luxury fashion sector that can be unlocked to foster social sustain-
ability. To achieve this, luxury brands need to comprehensively integrate social
sustainability in a comprehensive approach into their corporate strategy. This paper
analysed the external disclosure of fashion companies on social sustainability,
thereby touching on publicly available human rights commitments and other docu-
ments that target policies and practices. Of further relevance would be an in-depth
look into the actual emerging of corporate strategy on social sustainability by luxury
brands. Such insight would make it possible to compare which strategic approaches
are applied to address social sustainability and in a next step, to which effects these
strategic approaches lead to performance of social sustainability “on the ground”.
This paper shows that some of the analysed fashion companies are stepping up to
become front-runners, at least in their policies and practices formulated “on paper”.
At the same time, it takes more to make luxury fashion an industry that embodies the
slogan “fashion is made by humans for humans” (from German by Christiane Arp in
Vogue September 2016).
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1 About Melawear

The name MELAWEAR derives from the Hindi word “mela” meaning “acting
together”. MELAWEAR develops and produces organic cotton textiles such as
garments, bags and sneakers within Indian industrial supply chains. Inspired by
the Cradle to Cradle (C2C) product standard,' the main material for all products is
Fairtrade certified organic cotton from India.> The organic cotton is processed, dyed
and stitched in Indian supply chains, certified in its entirety by the Global Organic
Textile Standard (GOTS).?

India represents one third of the world’s global cotton production and all produc-
tion steps from raw cotton to final garments can be fulfilled in domestic plants. India
represents the world’s largest democracy and offers supply chains and auditing
systems for all stages in cotton textile production. MELAWEAR’s entire sourcing
and production process from raw organic cotton to final textiles takes place entirely
in India to ensure a minimum of externalities for transportation and a maximum of
value creation for the country of origin. All textiles are always certified by both, the
Fairtrade Cotton Standard (Fairtrade) and GOTS and sold as such within European
retail shops.

MELAWEAR started to sell its first collection in Spring 2015 being listed in more
than 100 European retail shops after only 12 months of operating. With the launch of
the first backpacks and sneakers in the world certified by both Fairtrade and GOTS,
MELAWEAR marks a key milestone in the field of sustainable textiles, not yet

!Cradle to Cradle Certified™ Product Standard, Version 3.1 (2014).
ZFairtrade Standard for Fibre Crops for Small Producer Organizations (2011).
3Global Organic Textile Standard, Version 4.0 (2014a, b).
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achieved by any other fashion company. For its success, MELAWEAR was awarded
several times. Most important is the 2015 announcement by the European Commis-
sion to be among the top ten European social innovators (European Commission
2015) and to become a finalist of the entrepreneurship award for sustainability
(Griinderpreis Nachhaltigkeit 2016). Additionally, the state of Lower Saxony
awarded the CEO of MELAWEAR as the student scientist of the year for his
research and study results in the field of transforming theoretical knowledge on
sustainability into practical actions.

MELAWEAR unites entrepreneurial simplicity and a holistic sustainability
approach in the core of its business. Selling plain and basic garments, bags and
sneakers, produced in high volumes, as a never out of stock collection that is always
available, characterises MELAWEAR’s business model. Therefore, MELAWEAR
does disrupt the current fashion industry in several ways and succeeds in this attempt
by

1. Ignoring established habits and procedures such as fast changing fashion trends,
seasonal adjusted collections, or pre-order presentation of new collections and

2. Avoiding or reducing any marketing expenditures, financial expenditures are
focused on all aspects of sustainable product design and production.

3. By reducing the complexity for everybody in the supply chain from the designer,
via the producer up to the retailer, MELAWEAR offers the option to sell
sustainable textiles at a competitive quality, design, and price in the conventional
textile market.

4. From the very beginning, all savings that have come from MELAWEAR’s
holistic business model have been used to improve the product and environmental
impact, to reach higher social standards along the supply chain, to keep the prices
low as well as to invest in research and development for improvements at all
stages.

The given business case for sustainability will focus on how the C2C standard
guides MELAWEAR along its corporate strategy. It shows the understanding and
integration of sustainability as a main part of MELAWEAR’s business strategy
within current global textile challenges. Applied sustainable textile standards, such
as Fairtrade and GOTS, will be explained with a focus on the C2C standard, in order
to show the main source of inspiration for MELAWEAR s sustainability approach.”
Therefore, an explanation on what C2C is about, how it is applied, and the resulting
challenges and opportunities for MELAWEAR, will be discussed.

*An unpublished Master-Thesis from the author of this article focuses on the comparison of the
Fairtrade, GOTS and C2C standard and acts as a guideline for this article.
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2 Sustainability and Textile Industry
2.1 Global Textile Challenge

The sustainability approach of MELAWEAR and its business strategy are
interdependent to current global social, environmental, and political challenges
that are numerous and part of daily news: an increasing population growth of 30%
towards 9.5 billion people until 2050 (Statista 2015a), 800 million people suffering
from hunger (Food and Agriculture Organization of the United Nations 2015), 1.2
billion people that have to live on less than $1.25 a day (United Nations 2015a), and
50 million people that are on the run from either hunger, war, or poverty (UNHCR
2014) are just few of the significant examples of current global challenges.

Textiles, the second largest consumer good in Germany (Statista 2015b), and its
global industry are part of maintaining these social inequalities as well as environ-
mental destruction. Cotton production has the biggest share by making 38% of all
textiles produced globally (Grose 2009: 33; Piegsa 2010: 6). Even though only 2.4%
of the world’s agricultural land is cultivated with cotton, 11% of the worldwide
consumption of toxic pesticides and 25% of harmful insecticides are used for cotton
cultivation (ibid.). According to the Greenpeace DETOX campaign more than two
thirds of Chinese waters are contaminated with harmful chemicals, mainly due to
wastewater from the textile industry (Greenpeace 2014). The so-called “Sumangali”
principle, mainly known from Indian cotton spinning mills, keeps women working
as slaves in order to earn their endowment for their wedding (Exner 2013). The
collapse of Rana Plaza in 2013 with the death of more than 1100 Bangladeshi is one
of the most recent and prominent disasters within the industrial textile industry
(Clean Cloth Campaign 2015).

Several political actions towards a more sustainable textile industry, relevant for
European companies working in global supply chains, have been launched over the
last decade. These include the REACH regulation (2007) by the European Union
(EU) focussing on the use and restriction of chemicals applied (ECHA 2007), the
German Textile Partnership (2015) as a multi-stakeholder initiative to improve
sustainability along the entire textile supply chain (The Textiles Partnership 2014),
the Landmark Project (LANDMARK project 2011) that has lead into an EU
directive for socially responsible public procurement (2016) (European Commission
2016) as well as the seventeen Sustainable Development Goals (2016) from the
United Nations (UN) focusing on social, environmental and economic equality
(United Nations 2015a, b) are just some of the relevant political actions relevant
for global textile challenges. The sustainability strategy applied by MELAWEAR
was derived from the context of the given challenges as well as theoretical
approaches, and shall be explained in detail below.
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2.2 Sustainability Strategies

For MELAWEAR, the term sustainability is used as a synonym for sustainable
development in order to show that sustainability is more of a process rather than a
final state. The balance of social, ecological, and economic dimensions in any stage
of business practice characterises MELAWEAR’s corporate sustainability culture.
As a small and medium-sized enterprise MELAWEAR can be described as an
“emerging David” trying to show how sustainable business innovations can be
launched and brought into practice (Hockerts and Wiistenhagen 2010). Three main
strategies for sustainability are being discussed in the literature and applied by
companies: efficiency, sufficiency, and consistency (Grunwald and Kopfmiiller
2012: 92). All three strategies will be explained briefly in order to show how and
why MELAWEAR applies them all by focusing on consistency as its core strategy
for sustainability.

The efficiency strategy dates back to the beginning of the global sustainability
debate in 1992 during the UN Rio conference. The strategy focuses on the reduction
of material and energy consumption by maintaining existing quality and output
(Huber 2000: 110). According to this strategy efficiency within the production
process should reduce the consumption of materials and energy by ten times
(Grunwald and Kopfmiiller 2012: 93). Textiles with less or no cutting waste derived
from adjusted designs and patterns, are a good example for efficiency strategy.

The sufficiency strategy focuses on the consumer by claiming that a reduction in
consumption will lead to a reduction of environmental problems (e.g. pollution) due
to a lower use of resources (Michelsen 2012: 89). Additionally, a reduced consump-
tion would lead to a reduced need of resources (e.g. income) and therefore an
increase in time available for self-supply (Paech 2011: 10-11). Textiles that are
sold and purchased within the second-hand market are a good example for the
sufficiency strategy as several consumers are using one textile.

The consistency strategy is inspired by nature transferring the functionality of
biosphere into production and consumption processes. By providing closed cycles of
materials, waste and pollution are being avoided or entirely reused within biological
or technical cycles (Braungart and Mc Donough 2013). Textiles that can biodegrade
after their usage are a good example for consistency strategy as they become
nutrients in the soil.

The consistency strategy differs from the other two strategies as the focus is based
on qualitative, instead of quantitative, resource usage. An optimization of the
efficiency in any production process leads to sustainable achievements, but only to
a certain extent (Huber 2000: 5-6). For the given example, while reducing the
cutting waste it remains unclear if the textile contains toxic chemicals or if the
production is run under good social standards. By lowering the consumption of
resources within a sufficiency strategy the time will be extended until natural
resource reserves are vacant. For the example of a second-hand textile it would
mean that we can extend the life of textiles; they will still have an end of life where
resources will be wasted. Both strategies therefore show their limits by having a
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focus based on quantitative aspects. MELAWEAR applies all three strategies but
focuses on the consistency strategy with a clear focus on qualitative aspects in its
sustainability strategy.

3 Melawear’s Sustainability Strategy

The foundation of MELAWEAR is directly linked to the environment of the
Leuphana University in Liineburg, Germany, an environment characterized by its
strong focus on sustainability and entrepreneurship, both in academics as well as
practical research. The inclusion of the latest scientific expertise combined with a
knowledgeable business network plays an important role in the sustainability strat-
egy of MELAWEAR. This includes an on-going analysis of existing business
solutions for sustainable textiles ready to be integrated. Furthermore it combines
the ability to find out how these existing business solutions can be put together in
order to make them work within the business model of MELAWEAR.

One main strategic success factor for MELAWEAR is the reduction of complex-
ity within the business model, in order to follow a clear focus on sustainability. The
decision on the right product portfolio aligning with a consistency strategy is the
starting point. A special focus on the materials and accessories used for any
MELAWEAR textile represents the main work of day-to-day business when it
comes to an application of the chosen strategy. From the very beginning all partners
within the supply chain have been selected carefully regarding their ability and
willingness to extend their business practices towards consistency. Personal, profes-
sional, and long-term oriented relationships built the ground for an essential knowl-
edge exchange within transparent supply chains and processes. This includes
relationships beyond the first and second tier up to sub-suppliers for raw, auxiliary,
and operating materials.

In contrast to other sustainable textile companies MELAWEAR has a clear
commitment to not only stick to its sustainability standards while growing, but
also to expand them equally on all three pillars for social, environmental and
economic aspects. In order to ensure this, MELAWEAR adheres to the highest,
international product standards for the entire product portfolio. Therefore, all textiles
are certified by Fairtrade and GOTS. According to scientists and NGOs, the combi-
nation of both standards can guarantee highest sustainability practices in natural fibre
production (Hansen and Schaltegger 2013; GET CHANGED 2013). By integrating
globally applied and established sustainability standards into the business model,
MELAWEAR can scale its business model into the mass market. The orientation
along the C2C Product Standard for all MELAWEAR textiles adds even more value
by going beyond Fairtrade and GOTS in environmental quality as well as life cycle
perspective. Fairtrade and GOTS will be explained briefly before the C2C standard
and its application at MELAWEAR will be described.
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3.1 Fairtrade Cotton Standard

MELAWEAR cooperates with Fairtrade International by using organic Fairtrade
Certified Cotton in order to actively improve the working and living conditions for
the cotton farmers in India. This standard ensures the commitment to highest social
standards and includes the prohibition of any child or forced labour (ILO criteria),
the right for trade unions, the payment of minimum wages as well as social benefits,
such as regulated day leaves, clean drinking water, and regulated idle times. The
payment of a fixed price for cotton plus an additional bonus for the farmer’s
cooperatives particularly connects economic value with social benefits. Fairtrade
cotton farmers are independent from global cotton price fluctuations as the price for
Fairtrade cotton is fixed and adjusted only every 2 years. Fairtrade makes sure that
the higher price is paid- either Fairtrade or global cotton price. An additional bonus is
guaranteed to any Fairtrade farmer for its cotton with an additional premium on
organic cotton. Moreover, Fairtrade actively fights poverty through direct invest-
ment in education and health (Fairtrade Trader Standard 2015; TransFair 2008,
2014).

The economic system of Fairtrade Cotton for the farmers has been extended to the
entire supply chain with the new Fairtrade Textile Standard launched in the begin-
ning of 2016. The new standard seeks to improve working and living conditions of
all workers within Indian textile supply chains. The tailors are especially in focus as
their wages will rise from minimum to living wages over 6 years under the new
standard. This increase will more than double the current wages of tailors in India.
MELAWEAR is one of the first companies participating in the new Fairtrade Textile
Standard as a pilot partner. The described cooperation with Fairtrade International
allows mela wear to build up lasting and trustful trade relations with farmers and
producers. In turn, this guarantees long term financial security for any worker in the
supply chain.

3.2 GOTS

The Global Organic Textile Standard (GOTS) for natural fibres, such as organic
cotton, focuses on farming and environmentally sound textile production for the
entire supply chain. GOTS helps MELAWEAR establish the highest protection for
employees and the environment throughout the complete supply chain. The working
conditions of the farmers are improved due to organic cotton farming where toxic
fertiliser or pesticides are forbidden. The soil is protected and no human being—
neither the workers nor the consumers—has contact with toxic chemicals. Every
participant in a GOTS approved supply chain must have an environmental manage-
ment system in place. All aspects from farming, via dying and printing to
warehousing and packaging, are covered and regulated under GOTS. Regular audits
are conducted for GOTS approved participants in the supply chain to ensure that the
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standard is being applied correctly (GOTS 2014a, b). This is how MELAWEAR
succeeded at delivering healthy, environment-friendly and sustainable textiles to the
consumer from day one.

Farmers are only allowed to cultivate organic cotton. Specific lists ban or limit
chemicals to certain values and do apply to any fabric and garment certified by
GOTS. Examples of banned chemicals for GOTS textiles are aromatic and haloge-
nated solvents, formaldehyde and other short-chain aldehydes, heavy metals as well
as genetically modified organisms. Through banning such chemicals the environ-
ment is protected during the dying and processing stages of organic cotton fabrics
(GOTS 2014b, 2015). GOTS certified textiles from MELAWEAR are tested in
German and Indian laboratories on a regular basis to ensure that they do not contain
any restricted or banned toxic chemicals. The blend of organic cotton fabrics with
non-natural fibres is allowed under GOTS for up to 30% of the garment and must be
marked clearly on the garment. MELAWEAR does not blend its fabrics but sticks to
the usage of 100% organic cotton for two reasons: First, to prepare garments the
become biodegradable and secondly for making new cotton out of used garments
(more details in the next chapter about C2C).

3.3 Cradle to Cradle

While the Fairtrade Cotton Standard and GOTS focus on natural fibre textiles only,
the concept of C2C comprises a more holistic product standard, not only specialised
in textiles or natural fibres. In contrast to Fairtrade and GOTS, the C2C Product
Standard can be applied to any product by setting a practical framework for any
consistent sustainable product design. Inspired by nature C2C does not acknowledge
any form of waste or abstinence.

The C2C design approach is built around three main principles (Cradle to Cradle
Certified™ Product Standard 2014):

1. Waste equals food describes the principle observed in nature where no waste
exists. Any kind of waste in a man-made production, may it be during production
process or after the usage of a product, becomes either a biological or technical
nutrient for new production. In this way waste will be either technically reused for
upcoming productions or organically composted to become fertiliser for new
cultivations. As an example for the sustainable textile industry this could mean
that used and old garments can either be converted into new garments or
composted in order to grow new cotton.

2. Use of renewable energy describes the principle that renewable energy should be
used within the production and transportation process instead of fossil fuels and
non-renewable resources. Solar, wind, water, and biomass energy are ways to
harness energy in order to run production facilities sustainably instead of using
oil, gas, or coal as sources of energy. As an example, for the sustainable textile
industry this could mean that the energy for production facilities for tailoring
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would be generated through solar panels, and biogas installations could be used
for the heating of dying units.

3. Celebrate diversity describes the principle in which products and services created
must not follow any standardized form or established procedure. Rather new and
innovative ways of combining and designing products should be in place as a
creative design approach. As an example, for the sustainable textile industry this
means to bring in new materials or new material compositions as well as to create
processes that have not existed or been used in that way previously.

Traditionally, industrial product design can be described as “Cradle to Grave”,
where products do have an end of life cycle without further consideration of a further
usage of their components. In contrast to this traditional design approach, the C2C
design approach distinguishes between two continuous cycles, the technical and the
biological cycle (Cradle to Cradle Certified™ Product Standard 2014).

The technical cycle for materials does apply for any kind of primary materials or
resources such as metal or plastic. As the demand for such scarce resources is rising
they should circulate within cycles. When it comes to textiles, such as garments or
accessories, metal zippers, buckles, or buttons are good examples of components for
a technical cycle. The biological cycle for materials applies to any materials that are
environmentally-friendly and compostable. Through composting after usage, such
materials become nutrients for the soil and therefore the starting point for new
resources. Before materials become composted, multiple usages can be conducted
in cascades, where the quality for reusing materials decreases in each step of usage.
When it comes to textiles, the fabric of a t-shirt, made out of organic cotton, coloured
and stitched with compostable dyestuff and sewing yarn, is a good example for the
biological cycle (Cradle to Cradle — Wiege zur Wiege e.V. 2015).

Any product that is designed and produced inspired by the C2C standard can
become certified. As the standard does have five classification levels, it offers the
opportunity for any company to evaluate its compliance within the C2C standard.
Starting with BASIC, the C2C certificate goes up to BRONZE, SILVER, GOLD and
PLATINUM. The Products Innovation Institute in the United States remits the
corresponding level for each product after an individual certification process. The
C2C standard is very comprehensive, detailed and specific by offering a holistic
approach for sustainable product design. To evaluate a product according to the C2C
product standard, designers and manufactures are guided through a continuous
improvement process that evaluates a product through five categories briefly
explained as follows (Cradle to Cradle Certified™ Product Standard 2014; Cradle
to Cradle Products Innovation Institute 2016):

1. Material Health is about knowing the chemical ingredients of every material in a
product, and optimization towards healthier materials. It involves the process of
identifying materials as either biological or technical nutrients. It is furthermore
essential to understand how chemical hazards combine with likely exposures to
determine potential threats to human health and the environment during produc-
tion, usage and after usage.
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2. Material Reutilization is about designing products so that the materials used can
either be returned to nature or into industry processes. It includes the ability of a
designer to maximize the percentage of renewable materials or recycled content
used in a product. Additionally, it is important to increase the percentage of
materials that can be safely reused, recycled, or composted when the product is no
longer used.

3. Renewable Energy & Carbon Management is about increasing the amount of
renewable energy used within the production process up to 100%. Renewable
energy such as solar power, water, and wind energy should be used as source of
energy and carbon emissions arising during production should be counteracted.

4. Water Stewardship is about recognizing the right to clean and sufficient water for
anybody worldwide. Further it should address local water impacts at each
manufacturing facility and industry. By keeping track of the amount of water
used within the production and by avoiding water waste or pollution, the pro-
duction process should be optimized. Any harmful chemicals used within the
production process must be identified, separated, and filtered so the effluent stays
clean for environmental usage.

5. Social Fairness is about the valuation of all people and natural systems affected
by the creation, use, disposal or reuse of a product. Using globally recognized
resources and third party audits to conduct self-assessments for identification of
local and supply chain issues are core parts of C2C to assure optimal social
conditions.

4 Application, Challenges and Opportunities

The concept of C2C is the driving force for MELAWEAR when selecting the right
business partner in a knowledge driven company culture. C2C formed the basis from
day one, consisting of an on-going screening and integration from both scientific as
well as practical research results. MELAWEAR is actively searching, analysing,
evaluating and visiting its current and future business partners in India. Extensive
field trips have been used to discuss and explain the concept of C2C and its
application within the textile industry. The willingness and readiness of textile
producers in India were key features for selecting the right partners. Their knowl-
edge and understanding of the C2C concept was as important as their current status
quo: the usage and quality of organic materials, the percentage of renewable energy
used and the presence of a carbon management system, the quality of water
stewardship and effluent plants as well as social standards and practices applied
were dominant factors when selecting MELAWEAR’s business partners. The com-
pliance with Fairtrade and GOTS is the minimum requirement for any MELAWEAR
partner. Conventional aspects of supplier selection such as low purchase prices or
short delivery lead-time have been considered but have not been leading factors in
the selection of business partners.
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The design and production process at MELAWEAR focuses on the ability of any
textile or accessory to be kept within a biological cycle with a technical slope. As
organic Fairtrade Cotton is the main material for MELAWEAR textiles, the com-
pliance with the biological cycle of C2C is the first goal of MELAWEAR. As
accessories are in place in many garments, MELAWEAR designs textiles in a way
that accessories are either biodegradable or technically reusable. Such technical
slopes enable the option of material reutilization of the organic cotton used in
MELAWEAR textiles in order to make new yarn, fabric, and finally textiles from
it. For that reason, MELAWEAR textiles are never mixed nor blended but are always
homogeneously made out of organic Fairtrade Cotton only.

Chemical and material analyses at independent laboratories are essential in order
to ensure material health for MELAWEAR garments according to GOTS and C2C.
MELAWEAR therefore selects materials based on test results and optimizes them
for the organic cycle by avoiding materials that are not biodegradable. Whenever
available C2C certified materials are being integrated into the supply chain and
production process. New materials which are not yet certified by GOTS or C2C are
tested and compared with GOTS and C2C standards before used. Any materials used
must undergo chemical analysis before it can be used in a MELAWEAR textile sold
to the end customer.

The communication of MELAWEAR’s sustainability strategy, which is inspired
by C2C, was shared with its customers from the very beginning. By explaining how
social, environmental, and economic aspects have been integrated into the business
model, a transparent customer communication was established. As MELAWEAR
started as a new market participant without any history in industry, no justifications
about previous business practices where needed. The compliance with Fairtrade and
GOTS have been made visible and linked into MELAWEAR’s communication. The
orientation of the C2C standard is communicated to customers in order to show
MELAWEAR’s vision.

Due to the innovative approach of applying C2C within Indian textile supply
chains MELAWEAR has to face some challenges. Transferring existing knowledge
of sourcing or producing sustainably is as complicated as finding right ways of
measuring or analysing materials or energy usage. Additionally, only a few materials
and suppliers are currently certified by C2C or are available with only limited access.
Internal resources at MELAWEAR are limited too, as it is a new SME with limited
access to time, knowledge, and capital. Whereas some textiles are predominated for
the C2C design approach, others are not due to different materials or functions
needed.

Nevertheless, MELAWEAR’s sustainable business model, inspired by C2C, is an
opportunity to achieve a competitive advantage. Achieving the application of sus-
tainability knowledge from Fairtrade organic cotton farmers, material producers,
dying units, production plants up to customers, MELAWEAR becomes a flagship
project for a sustainable textile industry. By enabling the textile industry to support a
world without waste, a healthy environment and social equality are created.
MELAWEAR, together with its partners and customers will create a positive
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footprint. Making sustainable fashion available for everyone is therefore no longer a
goal but part of reality driven by MELAWEAR.
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From Hospital Sheet to High Quality Design M)
Dress: Tauko’s Upcycling Method ekl
to Sustainable Fashion

Mila Moisio

TAUKOdesign is a creative design company that owns the sustainable fashion label
TAUKO. The company is based in Helsinki and is owned and run by the founders
and designers Mila Moisio and Kaisa Rissanen (TAUKO 2017).

We focus on the design process, refinement of used textiles, and locally produced
high quality womenswear collections. We provide solutions for production and
textile development of ecological fashion. Our production is based on a network
of regional partners with suppliers in Finland and Germany.

Discarded service textiles are the raw materials for high quality womenswear
collections.

TAUKO womenswear collections are made from otherwise discarded textiles that
are carefully sorted and selected. To guarantee continuous material flow for the
production, we work in close collaboration with Finnish and German textile service
companies. Their core field is renting textiles used in health care, hotels, and
restaurants. Around 30-60% of all of their textiles are flat, such as bedlinen or
table clothes. They are made to withstand heavy use, yet feel silky and soft. Over
their extensive use within this first life, their quality diminishes in certain areas:
permanent stains appear, and the textile wears out at certain parts.

Such textiles cannot be used by hotels, restaurants, and health care systems
anymore and are therefore considered waste by the textile maintenance companies.
This applies as well to out-fashioned materials that feature e.g. old design elements.
Tons of these textiles are discarded every year, resulting in waste of high quality
materials. For parts of this waste, TAUKO provides an alternative to the landfill by
giving it a new life as the perfect raw material for TAUKO collections.

M. Moisio ()
TAUKO Design, Helsinki, Finland
e-mail: tauko @taukodesign.fi
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We sort the used textiles and select the ones that have sufficient quality for further
high-quality refinement. TAUKO thereby offers a production and service model that
radically lowers the amount of textile waste.

Due to the production that is built on the recycling of old textiles, no virgin
materials are used for TAUKO collections. The raw materials are altered according
to our designs, while aiming to use existing infrastructure and machinery of the
textile industry. Most of the material is re-dyed in seasonal colours, silk printing is
used to add colourful prints to the collections, and all textiles of outdoor designs are
coated to provide water resistance.

1 Starting to Explore the World of Used Textiles

The idea to use old textiles for fashion has been the driving force of the company
since its foundation in 2008. We both studied art research and, after finishing our
MAs, we founded the creative design company that later became TAUKOdesign.

Initially, we searched through vintage shops, flea markets, and storage units of
theatres for old curtains, bed linen, and table clothes to be used for making our
designs. While experimenting with different vintage textiles we soon discovered the
quality differences between textiles produced before and after the 2000s. The older
the textile, the better the quality, usually. It was very interesting to discover the high
quality of old, used vintage textiles and how well they fitted for fashion. But time and
time again we were disappointed by the quality of the used textiles that we produced
during the last 15 years. The difference in the quality of the fabrics was remarkable.
The textiles we were looking at were mostly household textiles like curtains and
bedlinen. After our survey through second-hand shops and flee markets, the search
for high quality recycled textiles became one of our main missions.

Starting with vintage home textiles, the brand first focused on producing unique
pieces, highly customized for individual end user clients. As the business grew, it
demanded for bigger scale production and at least small batches of our designs. We
aimed for a collection-based business model following the production and sales
structure of the fashion market. Therefore, we needed to find a source for high
quality textiles with regular supply.

We started working with Finnish textile maintenance services in 2009 to look into
textiles they discard from their service. The first companies that we worked with,
provided textile maintenance for the health care sectors in Helsinki area. The
products that the companies provided for their customers were made to withstand
frequent washing, drying, and mechanical treatment. They had kept the same high
quality standards during the past decades in contrast to what we experienced in the
home textiles made for individual consumers. By developing a series of sample
collections, we found those textile products that were best suited for our production
and that satisfied our demand for high quality. The first womenswear collection
made completely from these recycled health care textiles was released in 2013. After
our research for the first phase of the development of our production method, we
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have been able to develop and apply the same method to our latest collections.
Finding the right materials and ways to work with them have been key factors in
developing our concept.

In 2015, an MA student from Tampere Technical University wrote his master’s
thesis on material sciences about our used materials. The results indicated that the
textiles used by TAUKOdesign were of high quality and suitable for fashion
production (Vats 2015). This proved what we assumed: the discarded service textiles
were more than suitable as a high-quality and continuously available material for our
fashion line of sustainable womenswear.

At the same time as we researched the materials, we extended our material supply
by collaborating with German textile maintenance and leasing companies whose
major clients are hotels and restaurants.

2 Finding Solutions for Textile Waste Recycling
and Upcycling

Numerous studies show how the increase of textile waste has become an unresolved
problem in European countries. Shameek Vats points out how the usage of textiles
per capita rose by 40% during the past 10 years. This led to a lot of questions in the
public about the amount of consumer textile waste. The EU regulations have taken
this into account by forbidding any organic waste, including organic textiles, in
landfills in order to prevent the increase of waste that is already currently difficult to
handle (Vats 2015). The production model of TAUKO offers a partial and local
solution to the problem of service textile waste. Around 30% of the textile waste of
the textile maintenance companies can be re-used for the production of TAUKO
collections. The textiles are selected by textile service companies and
TAUKOdesign.

The discussion around textile waste has introduced many different approaches to
the waste problem that we are facing and therefore it has also broadened the concept
of recycling. Recycling can be done in different ways and it is the most commonly
used term to describe any kind of re-use of old products or materials. The terms
upcycling and downcycling were established to differentiate qualities of recycling.

TAUKO’s production method and concept of re-using the discarded textiles from
textile maintenance companies can best be described by the term upcycling. It
describes the process of re-using materials or products that increases the value of
the used materials. In contrast to recycling, upcycling always implies the idea of
added value.

The discarded textiles of the textile maintenance companies are considered as
waste. To reduce the amount of textile waste, the textile service companies are
developing methods for recycling with TAUKOdesign. If not used for TAUKO
collections, most of them are used for energy waste or they are taken to the landfills,
which cannot be considered as recycling at all.
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Luckily, there are also other options than landfills or burning, as the process of
mechanical recycling has been developed over the last several years. This means that
the textile products are mechanically processed so that they can be used for making
new products such as different liquid absorbing mats and tissues. This is an impor-
tant business model that is developed around the usage of textile waste. All kind of
textile products, in addition to consumer waste, can be used for these products,
which makes the model efficient and sustainable. This form of recycling can be
described as downcycling as the products do not maintain or add value of the
recycled items.

The mechanical recycling of the textile products is efficient when it comes to
production of liquid absorbing mats and tissues. For these products all kind of
textiles can be used: mixed fibers as well as 100% cotton products or 100% polyester
products. However, the model cannot be applied to producing textiles for fashion
production as the products are very rough and do not fulfil the standards of high
quality fashion garments.

Most of the discarded textiles used by TAUKOdesign consist of 50-60% cotton,
40-50% polyester. The upcycling process does not include any mechanical
recycling of the textile products: the discarded products are treated as little as
possible before being used for the production of TAUKO collections. The biggest
work load is in the sorting process. The sorting process is carried out by
TAUKOdesign and the textiles service companies. As the textiles consist of mixed
fibers, it makes them difficult to recycle for fashion using the modern method of
mechanical or chemical recycling. When it comes to mixed fibers in a fabric, these
methods require the separation of the different fibers before they can be applied. As
there is already such large amounts of easily recyclable materials, the textiles used by
TAUKO are not used for mechanical and chemical recycling.

3 Working with Regional Partners

All the production phases of TAUKO collections are handled by TAUKOdesign in
close collaboration with the local suppliers. The design process goes hand in hand
with the textile refinement development and many of the designs are inspired by the
raw materials and the specific characteristics of these textiles. The refinement of the
textiles is done in collaboration with dyeing companies, university research groups
and the textiles maintenance services. With every step of the operation, we keep a
close eye on the ecological aspects of the production and always choose the ones that
are most sustainable, ensuring the high quality and richness of the designs. Avoiding
long geographical distances in all the production and distribution phases makes the
production model as carbon neutral as possible. Made from 100% recycled mate-
rials, TAUKO collections are always also made locally. The raw materials are
originating from Germany and Finland and the sorting is completed at the premises
of the textile service companies. The sewing and cutting is completed in Finland,
Estonia, and Poland: as close as possible to the source of the raw materials.
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The textile maintenance and leasing companies throughout Europe offer products
that are alike. By developing the method of using these discarded textiles for fashion
production, TAUKOdesign is offering locally operated answers for the textile waste
problem that companies are facing in different regions. The method is based on
existing raw materials and industry so that production can be set up basically
anywhere around Europe without building special facilities for it. The refinement
of the textiles, sewing, and cutting is completed as close to the source of the raw
material suppliers as possible. Using the local infrastructure of existing technology
and textile industry allows us also to explore different possibilities for the production
and recycling of the textiles by creating sustainable fashion. The dyeing is completed
by Finnsih, Estonian and Polish companies who are commited to developing the
most ecological methods available.

The concept of TAUKO collections highlights the factor of using locally
discarded service textiles. As the textiles that the companies offer to their customers
in Finland and in Germany are more or less the same, the same collections can be
produced from local materials within regional networks. The first TAUKO
womenswear collection made from German discarded maintenance textiles was
launched in July 2016.

4 Facing the Challenges of a Polarized Fashion Industry

For us the biggest challenges as a young and upcoming fashion label is to understand
the market that is facing a lot of changes itself. The contemporary world of fashion is
more and more polarized to the extremes. One extreme is high quality sustainable
clothing, while the market is dominated by fast and cheap fashion. At the same time,
there is an ongoing discussion about the change, some call it collapse, of the entire
retail system of fashion sales. Online platforms created a separate sale channel
competing with the physical stores offering suppliers and designers direct access
to the consumers without the extra costs caused by the typical retail structure.

The polarization of the fashion world and the changes that are taking place in the
sale structures make it important for us to understand for which market we are
aiming. In addition, we have to think of alternative ways of how our brand and
concept are communicated and realized in both worlds, the established but shrinking
classic sales system and the upcoming digital infrastructure. Our aim to use pre-
dominantly recycled textiles for our production further challenges us by making it
mandatory to develop an individual structure for sales, production, and marketing.
Social media and online sales work together as efficient channels to promote sales
together with carefully selected stockists.

For us it is important to offer service, quality, and substance that is authentic and
that is something we truly believe in. Our sales and marketing are currently targeted
only at a small audience and do not even try to compete with the “fast fashion”
world. Though there is less and less space in the busiest shopping streets for
boutiques that offer high quality fashion, there is the beginning of a new trend that



126 M. Moisio

promotes lifestyle shops and concept stores next to big shopping malls. Instead of
being the main sales channels, these small boutiques function as local showrooms
that offer first impressions of the TAUKO philosophy to our future customers.

Though the market we aim for and the way we structure our sales is different from
the ones of big companies providing fast fashion, their influence greatly affects how
people perceive and think of fashion and clothing in general. Cheap production and
fast seasonal changes create an image of fashion that it is produced without any
costs. In one generation, the value of clothes has gone down with full speed and for
now, there seems to be no end. The production is made as cheap as possible and the
quality of the products does not really matter anymore. For a normal consumer it is
hard and way too complex to understand why a dress that is made from local,
recycled bedlinen is more expensive than a dress that is made from Indian organic
cotton. And for us as well, it is a big and sometimes overwhelming challenge to live
in a world where this is true.

5 Fashion as Sustainable Lifestyle

For us being sustainable means recognizing the environmental impact that the
company’s actions have on the environment. Not only the ways of production, but
also the structures and policies of the sales, marketing, and design should be taken
into consideration when talking about sustainability. In contemporary sustainable
fashion there are a lot of different approaches, and I believe that some of these
approaches can offer true answers on how to use natural resources sustainably and in
balance with the environment - even creating alternative business models. The
public seems to be ready for a change.

Fashion has certainly become much more than a practical necessity for bigger
audiences than ever before, and the broadening of the fashion market creates new
ways for sales and recreates the entire fashion market structure. International trade
shows offer a selected venue for buyers, but also focus more and more on seminars
and related events, as fashion is not just about the designs, trends, and the feel of
silky textiles. Sustainable brands like TAUKO have a lot to offer to the demand of
lifestyle brands, and hopefully this demand will bring back some small boutiques to
the busiest city streets. More and more people are aware of the problems of fast
fashion production and are curious to hear about new and alternative ways of
manufacturing. Most of the sustainable fashion brands have a unique story to tell
to the people, and these stories support the ideas of individuality and responsibility,
to which the customers want to relate.

This is where a dress stops being “just a dress”: beautiful looks or silky feeling on
a skin, and starts to become a complex and layered story of where and how it was
made and what was the inspiration behind the design. By wearing and taking care of
the clothes, they become more personal and valuable and they also last longer. This
is something that we see as the future of sustainable fashion: changing the way we
think about fashion. Stop buying and start caring.
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The polarized world of fashion offers very different approaches to fashion, and
also the field of sustainable fashion is still very fragmented and mostly in the hands
of small to middle size companies. We find it hard to believe that international
clothing brands that have achieved certain price levels for their production would
change their methods in order to guarantee fair working conditions, reasonably paid
work, or non-toxic materials that would not have harmful effects on the environ-
ment. And we find it even harder to believe that the change of attitudes towards
fashion would start from the big companies: they will not encourage people to mend
and care for their clothes, but they will keep pushing more sales as this is how the
business model prospers. The business is based on annual growth that can only be
achieved by increasing sales. This means bigger production and using more
resources, endlessly. Though small efforts have been made in order to make the
production process seemingly more sustainable, the idea of sustainability has been
applied for marketing, but real actions for truly sustainable fashion are still far out of
reach.

The search for truly sustainable fashion ends up with a global economic system
that is not sustainable. There is a true need for a change in our economic system that
is now based on consumption and growth. As Jason Hickel (2016) pointed out
“clean energy won’t save us—only a new economic system will”, the growth of
GPD is the only measure of progress and in order to make aggregate profits the
global economy needs more than 3% annual growth every year. Global material
extraction and consumption has grown by 94% since 1980, and is still going up
(ibid.). The big fashion companies that provide fast fashion are easily accused, but
when it comes to the structure of what is actually sustainable in the long run, very
few of the companies who are using ecological materials have found truly reliable
sustainable bussines models.

Organic cotton is already everywhere, fair trade production has luckily also found
its way to fashion, and new innovations pop up all the time in the search of
sustainable fabrics. But as it is in other sectors of industry, the same applies to
fashion: changing the ways of production, moving to clean energy, or giving up on
fossil fuels is not enough. Cultivating cotton means cutting down trees, no matter if
the cotton is grown with or without toxic fertilizers. Making a new dress means using
energy, no matter how good the working conditions are. The fact is that we do not
need more clothes, but we need to change the way we think about fashion and clothes.
Old and recycled ones do not have less value than virgin materials and circles of the
entire production need to become thought through before starting a production.

In the end we think that the key for truly sustainable fashion is in the culture of
consumption: how we think about fashion and clothing. The culture of fast fashion
and consumption needs to change to appreciating of the materials, valuing the things
we have and making them last for longer. We need to learn again to mend and take
care of our clothes. Upcycling sees the potential in a hospital sheet that can become a
high quality design dress that will last for a long time and have its own story to tell.
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Traceability: The Respect-Code Solution )

Check for
updates

Robin Cornelius

In 1981 I was still a student of economics and political science at the University of
Lausanne, Switzerland when I founded my textile company. Having worked for the
following 20 years to develop a business model compatible with ethical production, I
then decided to concentrate my efforts exclusively on questions of traceability in the
industry, starting with my own production. Why did I choose this direction at a time
when apparently so few companies felt concerned? My conviction was that con-
sumers should be informed in a simple and factual manner of the production steps
and conditions of any purchased item. To fulfil this mission of traceability and
transparency, I founded Product DNA LTD in 2005 and immediately afterwards
launched www.respect-code.org. This is a public online platform which, with just
one mouse click, gives access to all steps of a production process and to a description
of the conditions under which garments were produced. This information is available
not only to end consumers, but also to all stakeholders. I felt strongly that such
transparency was sure to be welcomed by all concerned and, furthermore, that it
would differentiate us from our competitors.

But is this affordable and how long will it take to achieve this vision of develop-
ing our activities in a traceable and transparent way? These were the concerns of my
team. My answer was that the investment needed to implement traceability was
insignificant in comparison with unforeseen costs caused by uncontrolled processes.
Not to mention the negative impact of potential reputation damage due to a lack of
visibility in the supply chains’ daily operations. How long would it take to imple-
ment? A few days to a few weeks, depending on the number of supply chains to trace
and the scope of information to be put online. From my point of view, this approach
would in no way call into question our activities but could only strengthen our
position on the market.

R. Cornelius (B<)
Product DNA Ltd, Lausanne, Switzerland
e-mail: robin@productdna.com
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1 The Respect-Code Solution for Textiles

To date, more than 60 million products have been traced by Product DNA Ltd. The
company offers traceability of products via www.respect-code.org. On the platform,
every detail about the spinning, knitting, dyeing, printing, and confection of the
traced products are only a click away, with accessible, summarized, and detailed data
about the product, its social and environmental performances, the brand and its
values, the supply chain and its mapping. The responsibility relies on the firms
providing the data. Independent verification should prevent against any kind of
misuse.

The implementation is simple. During the confection process, a Respect-code—
materialized by a digit code or a QR-code, is sewn or printed on the garment. By
entering the digit code or by scanning the QR-code on any device, the consumer is
then able to access, before or after purchase, all details about this particular product,
whether in the store, directly on the e-shop or at home.

A world map shows the path that the product has followed all the way from raw
material to the retailer. All the different production steps are detailed, mentioning the
different factories involved, including addresses, pictures, and contact details. Audits
and certificates obtained by the factories forming part of the supply chain can also be
viewed. The platform also publishes product-linked indicators, such as CO, emis-
sions, water-use footprint, and product-linked certifications.

Additional information can be found about the batch, i.e. the number of items of
the same product ordered by the brand on a certain date from one of its direct
suppliers. This includes the order quantity, the shipping date, and the person in
charge of that particular production batch. Upon demand from the traced company,
for competition reasons, some data could be kept internal and not be shown on the
public platform.

An example of a traced production can be seen by simply scanning this QR-code
(Fig. 1):

Fig. 1 Example of a
QR-Code from Dibella
GmbH, an organic cotton
napkins distributor
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2 The Added Value of Traceability

Thanks to traceability, any consumer may have access to each and every step of the
supply chain of the product he or she has bought or is considering buying, with full
awareness of the social and environmental impacts this choice implies. This is not
just a marketing argument; it is about setting standards of best practice, in that a
product’s provenance, history and environmental impact are openly available to the
general public. Brands, as we know, are eager to present a favorable, ethical image,
to enhance their reputation and to promote their likeability among existing and new
customers. Factual information such as minimum wage, water footprint, CO, emis-
sions, various existing certificates and audits are verified by third parties. This
reinforces a brand’s reputation, shows its responsibility, and increases its credibility
towards consumers.

Having developed and practiced traceability for over a decade, we have, never-
theless, noticed that it is often perceived as somewhat of a risk by companies,
reluctant to allow their competitors access to their suppliers, to divulge details of
manufacturing, or to disclose production data which could potentially be in conflict
with the image that their marketing strategies hope to convey. I remain convinced
that when well-managed, the spirit of transparency is an extraordinarily efficient
tool, creating huge advances in information management, setting new values of
excellence and providing companies with the opportunity to share their daily life
with the outside world.

Traceability leading to transparency will automatically bring the production of
goods to higher CSR standards: better control and increased efficiency in the
production lines and the potential acquisition of new customers. The more data is
provided, the more stringent will be the analysis process and the optimization
potentials. As an example, in the dyeing production step, the choice of a dyeing
unit could be made according to the one using less water in its process.

Being transparent about your supply chains re-enforces the confidence of all
stakeholders and consumers in the brand and, additionally, boosts your staff’s
motivation by sharing one, overriding vision within the company.

Opacity in both production and business activities is harmful to all concerned,
but, paradoxically, it is those companies who have not yet understood that the world
has changed who are most at risk. One should always bear in mind that a customer
can become the best ambassador of a brand. On the other hand, tomorrow’s clients
may well sanction the brand if they feel that they have been deceived or
disappointed.

In most cases, a branded product is retailed without any information other than
the brand, the selling price, the materials it is composed of and a “made in”
indicating origin, but even this is not always the case. This is the angle of vision
of a today’s consumer, represented as an “eye” on the right side of the chart below.
At the bottom, the second “eye” provides full information for each step of the supply
chain. This vision, seen from multiple angles, is made possible by traceability
(Fig. 2).



132 R. Cornelius

cotton knitting dyeing confection transport brand

&
¥

g-

Fig. 2 The two visions of a consumer about a textile product

Better-informed customers make better purchase decisions, which are in line with
their values and correspond to a more holistic vision of consumption. In times of
economic or political uncertainty, we cannot underestimate the need for clear, factual
information in order to make informed choices. Companies running their businesses
in a transparent way will always be a step ahead as Dibella GmbH having chosen a
complete transparent approach, positions itself as responsible and innovative.

3 The Unlimited Power of the Consumer

According to Kotler and Armstrong (2015), over the past 60 years, marketing has
moved from being product-centric to being consumer-centric. Today we see mar-
keting as transforming once again in response to the new dynamics in the environ-
ment. We see companies expanding their focus from products to consumers to
humankind issues. Nowadays companies shift from consumer-centricity to human-
centricity and profitability is balanced with corporate responsibility.

I believe that it is essential to move away from the individualism predominant in
the private sector to a more collective approach. A firm develops a more caring and
collective vision by inviting all kinds of stakeholders, not only customers and
suppliers, but also trade unions, NGOs, and certification bodies. Being focused on
the common interest demonstrates a sense of responsibility for businesses and
consumers alike.

The political influence linked to the act of buying, which only the consumer
possesses, is obvious, see the #whomademyclothes initiative described below or the
new trends in the food sector (organic, vegan, locally produced food). It is important
to sensitize the consumer to his/her own competence, so that he/she may consciously
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use this information in supporting a worthwhile cause. The issue here is that this kind
of education invokes what could be defined as the syndrome of the elector who does
not perceive the importance of his/her participation and trivializes his/her
single vote.

Awareness strengthens individual motivation to take position, as when a political
party gives voting recommendations to its members. An example of this is the “Who
made my clothes?”” campaign led by Fashion Revolution, a not for profit Community
Interest Company (UK) founded in 2013, after the Rana Plaza complex collapsed in
Dhaka. This initiative has encouraged consumers to use their own power, tackling
the brands directly on their social networks. By asking the simple question
#whomademyclothes to brands, they have ignited a global conversation about
supply chain transparency, and started to inspire people to think differently about
what they wear. In 3 years, according to Fashion Revolution, the movement has
grown to span 92 countries and to reach millions of people (Fashion Revolution
2017).

In the future, we could even imagine that some form of public aid or tax
incentives could be granted in the textile sector to all companies providing full
access and visibility on their production. Similar incentives are already in place
when investing in home thermal insulation in Germany (BMWi 2017) or for the
purchase of an electric powered car in France (Ministeré de la Transition Ecologique
et Solidaire 2017). Such incentives would encourage companies to be fully traceable
and transparent and thereby increase benefits for all.

4 Traceability, a True Framework for Transparency

Launched in July 2011, the Greenpeace Detox campaign has since mobilized
hundreds of thousands of people around the world to challenge major clothing
brands to eliminate all releases of hazardous chemicals from their supply chains
and products. So far, the campaign has been able to secure public commitment from
nineteen international fashion companies (Greenpeace 2011).

But to go beyond isolated actions, a specific framework should be settled with a
list of metrics including chemical uses, water footprint, and CO, emissions, verified
by third parties such as certification bodies and independent initiatives that work on
improving conditions for workers. Consequently, companies, their products, and
services will be increasingly differentiated through a combination of “soft values”—
social and ecological achievements—and ‘“hard facts” such as the raw materials
involved and the origin of the product. The aim of tracking a wide range of
information within a supply chain is to aggregate and convert the data into clear
and structured messages to all stakeholders and to the outside world including
regulators, investors and end consumers. The challenge for companies is to make
this mass of information available in a transparent way. As a result, from a state of
semi-ignorance about the products available on the market, the responsible end
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consumer will be able to buy with full knowledge of what his/her act of purchase
implies on a global level. This is respect-code.org platform’s main contribution.

Taking an example from the food sector: fruit or vegetables bought out of season,
transported over thousands of miles should clearly indicate their contribution to the
emission of CO,. It should be made clearer to the customer when he/she purchases a
product whether it comes from a far-off country, necessitating transport, or is locally
produced, corresponding to its seasonal cycle. I feel that it is important in such cases
that we create awareness in a sensitive and respectful way and do not impose
moralistic dictates. If the well-informed consumer decides to buy cherries from
Chile in the midst of winter, then that is his/her choice. But is it the responsibility
of the distributors to offer cherries in mid-winter instead of simply waiting for
summer when they are locally available? I feel it is too easy in such cases to place
the entire blame on the consumer.

In the same manner, it is also of capital importance to give full details regarding
the social conditions under which a garment is produced. This does not mean
judging commercial decisions made by the producers, but rather presenting factual
details to the buyer, thereby allowing him to make his/her choice with full knowl-
edge of his/her contribution. Excuses based on ignorance—*“I did not know”—
would then belong to the past. Today end consumers should be able to affirm:
“We want to know as much as we can about what we are buying”.

In order to render every action possible with the intention of achieving the lever
effect, and to provide transparency on all products, a total simplification of infor-
mation is necessary. To summarize: one needs some clear indicators accessible by
all. These could be based on a model, e.g. “green—orange-red light” that the
consumer can immediately integrate. In the same way as the consumer analyses
the price or expiry date on food products, this reflex should be widened to a broader
range of indicators such as the energetic cost for our planet or the social and
ecological conditions under which production takes place.

5 The Product Balance Sheet (PBS)

The Product Balance Sheet (PBS), an indicator developed by our company, provides
a traceability level and data related to a product in the form of a global assessment,
similar to the balance sheet of a company, and rates it on a numerical scale or
according to a code of colours ranging from green to red. The data includes hard
facts: the description of the product, pictures, selling price, composition, place of
production, as well as soft values: audits and certifications related to social criteria
such as working conditions, health and safety requirements, and environmental
criteria such as the water-use footprint and CO, emissions.

By bringing together the different criteria in the form of an index, one creates a
complete vision of a product and helps the consumer in his/her purchasing decision,
as long as the information remains simple and easily understandable. It will increase
the value of a product in the consumer’s mind. Within a traceability approach, the
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implementation of the PBS requires little work, as our traceability platform respect-
code.org already integrates all of the necessary data.

Some might want to go further and analyse the whole life cycle of a product
(LCA). The LCA takes into consideration the environmental impacts of a product by
considering the major stages of a product’s life beginning with raw material acqui-
sition, which includes material harvesting, processing, and transportation to
manufacturing sites. The manufacturing stage includes product manufacturing and
assembly, packaging, and transportation for final distribution. The analysis is also
about energy consumption, CO, emissions, water-use footprint during normal prod-
uct life, possibly the product reuse (refurbishing, material reuse) and finally waste
management/end of life, including recycling.

6 Accountability, Verification and Independent Monitoring

Accountability requires that each stakeholder must be committed to providing all
necessary information concerning his/her area of activity. In a first step, all the
information collected will be put online for internal use exclusively. Thereafter, it is
up to the company to decide which content will be communicated externally. The
cost of producing this information will be partially born by the company, as each
stakeholder of the supply chain will produce information related to its activity. The
main principle here could be described as ‘everyone putting their own house in
order.” Internal transparency seems to me to be essential to the good practice and
smooth running of a company.

Confidence is healthy but control is necessary. Therefore, an on-going process
will manage all kinds of information provided by the stakeholders, verified by third
parties such as certification bodies and independent initiatives, before they are put
online.

For obvious reasons of credibility, and to avoid playing the roles of judge and jury
simultaneously, independent monitoring is compulsory. For this, collaboration and
coordination of various organizations are essential, among them independent initia-
tives like Social Accountability International (SAI), of which I was a member of the
advisory board during a decade, Business Social Compliance Initiative (BSCI), or
Fair Wear Foundation (FWEF), or labels like Oeko-tex, GOTS, Max Havelaar Fair
Trade, EU Ecolabel and many more. Finally, the collected information will be posted
online and updated continuously.

There is currently no real incentive to improve working conditions or the use of
more environmentally friendly materials. This step, which is more than just an
economic move, must go through the channels of legal institutions, via the public
sector once again. If it were up to me, non-identifiable products, according to certain
well-defined international criteria, would no longer be sold; just as a car without a
license plate is not allowed on the roads. It is crucial that end users should not only
be able to compare prices and product attributes but also that they be aware of the
history behind the products they may or may not purchase.
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‘When the pressure for more transparency put on global players and medium-sized
companies by all kind of organizations and the public eye is not effective, the
situation requires the intervention of the public sector. The case with the Modern
Slavery Act voted by the Parliament of the United Kingdom is worthy of attention:
since March 2016, companies doing business in the UK with an annual turnover of
over £36 million have a legal obligation to declare what steps they have taken to
ensure that slavery and human trafficking are not taking place within their business
or supply chains (Modern Slavery Act 2015 2014).

7 Trust Really Matters

Expressing companies’ values in a transparent way to the external world has a great
and positive impact. Trust really matters, but how can we earn it? Laying all cards on
the table in full view of everyone will create a feeling of trust among customers and
increase credibility, a valuable asset that costly marketing campaigns simply cannot
fabricate. Sustainability is now present in most main textile brands. Independent
initiatives promote fair trade and working conditions, while ecological impacts are
being monitored by audits. There have been considerable advances over the last
decades. But if we want to learn more about what we eat, why should we not also
inquire about the garments that we wear, as well as any other consumer goods? The
sustainable soft values of each product should always be mentioned so that the
consumer can determine his/her buying priorities at first sight. Only a real traceable
on-line tool was missing, but today this tool exists.

8 Conclusion

The contribution of traceability, highlighting soft values as well as the hard facts of a
product, is immense. If until today hard facts are the criteria to differentiate one
product from another, tomorrow the soft values of a product will also count, and
more importantly than ever before. The respect-code.org platform enables con-
sumers to make conscious choices in the market place leading to purchasing
decisions in retail, wholesale, and e-commerce settings. The environmental and
social impacts of each production step are revealed to all stakeholders and will
help in ensuring that workers’ rights are respected. The way in which those soft
values are published has to be clear and user-friendly, enabling the consumer to
compare and weigh them with ease. This will allow him/her to make his/her
purchasing decision faster and more easily and to assume greater responsibility for
his/her choices. The aim is not to name and shame, but rather to appeal to everyone’s
common sense, as, obviously, industry will no longer be able to operate if resources
are in short supply and if the environment is in danger.
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Sustainable Fashion: From Production )
to Alternative Consumption e

Samira Iran

1 Introduction

New garment sales have increased by 60% in a period of 10 years in the UK (NIRI
2006). Meanwhile, textile waste in the UK is recognized as the fastest growing fraction
of household waste (DEFRA 2008) and the global textile industry has serious negative
environmental effects within its supply chains (BSR 2009). The unsustainable char-
acteristic of the fashion industry and the significant effect of fashion and clothing on
global sustainability development (Allwood et al. 2006) have stressed the need for
fashion consumption sustainability and an increased demand for eco-friendly clothing
(Williams et al. 2005) has started to influence the fashion industry (Nagurmey and Yu
2012). Consequently, the focus of sustainability research has been shifted towards the
consumption phase of the fashion supply chain (e.g. Fineman 2001; Birtwistle and
Moore 2007; Carter and Rogers 2008; Niiniméki 2010; Armstrong et al. 2015).

Against this background, the aim of this chapter is to illustrate the concept of
sustainable fashion and to answer several fundamental questions regarding sustain-
able fashion: What does sustainable fashion mean and what are its elements? Who
are the actors in this industry? How important is the consumption phase of sustain-
able fashion? What are alternative fashion consumption models?

In this paper, firstly, the concept of sustainable fashion is defined and elaborated
in the context of the three categories of governance, production, and consumption
and key drivers and actors of each phase are discussed. Due to the importance of the
consumers’ role, the consumption phase is specifically emphasized. Secondly,
innovative and alternative fashion consumption possibilities are introduced
described by term “collaborative fashion consumption” (CFC).
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2 Sustainability in Fashion

Fashion (in particular garment fashion) and clothing are two different concepts.
While clothing is regarded as one of the basic needs of humankind, fashion is based
on desire instead of need. But it seems that this nuance is not apparent in most
contemporary societies, where the majority of the population have more clothes than
they really need or could ever possibly wear (Black 2008). Therefore, in this chapter
the terms fashion and clothing will be applied interchangeably.

The fashion industry is faced with manifold environmental, social, and economic
issues because of the existing fast-paced fashion trends. Water and air pollution
caused by dying processes, pesticides that are used to grow the raw materials,
artificial materials that are used in the production of clothes, and CO, emissions
caused by lengthy transportation routes are only some examples of the environmen-
tal problems caused by the unsustainable fashion industry. For instance, conven-
tionally grown cotton, as one of the most popular clothing fibers, is one of the most
water—and pesticide—dependent crops (Claudio 2007).

Moreover, as published in the media, workers in developing countries are suffer-
ing from working conditions that fast fashion companies put them through
(e.g. Donaldson 2016). As an example, one can refer to the collapse of Rana Plaza
in 2013, in which thousands of workers died or were injured. Additionally, child
labor (e.g. Moulds), low wages (e.g. ILO 2014), and the lack of insurance could be
listed as few social complications that have been seen in the unsustainable fashion
industry. Considering the manifold problems that have arisen in the last decades, the
concept of sustainable fashion consumption has been recently surveyed by various
researchers (e.g. Fletcher 2008; Black and Anderson 2010; Schultz 2010; Armstrong
et al. 2015).

3 Sustainable Fashion Discourse: Definition
and the Developments

After the “Hippie” revolution in the mid-1970s, a second phase of fashion evolution
evolved in the 1990s with a focus on sustainability issues (Black 2008). Esprit
presented its first Ecollection in 1994. In 2007, the first environmental strategy
was written for Marks and Spencer, which helped the agenda for others to follow
(Black 2008). Hamnett in collaboration with the United Nations, developed the first
certificate for sustainable clothing (Black 2008).

Joergens (2006) describes ethical fashion as fashion clothing that is manufactured
considering fair-trade principles and environmental standards of the production
process. However, there is a fundamental debate on the paradoxical nature of
sustainable fashion. On the one hand, production efficiency has increased affordable
fashion availability (Eder-Hansen et al. 2012). On the other hand, sustainability
demands durability and the practice of recycling (Morgan and Birtwistle 2009).
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There are trade-offs to be made in all phases of clothing production and con-
sumption considering available materials, costs, and time constraints. Each of these
decisions has an impact on the next phase/s. For example, the chosen fiber will
impact the whole product life cycle- from cultivation, production, manufacturing,
distribution, consumer laundering, to reuse and final disposal (Fletcher 2008).

Therefore, in our more comprehensive definition, we refer to sustainable fashion
as:

Clothing that is designed, produced, (re-)used and disposed in a way that is aligned with the
concept of sustainable development. Thus, we consider not only the sustainability of the
production of the garments but also the sustainability of their usage and post-usage phase.
The goal of sustainable fashion is thus to reduce environmental and social impacts of the
conventional fashion industry, whose production processes are historically amongst the
worst polluting, as well as being associated with systematic labor- and human rights law
abuses in manufacturing countries. Each step in the complex production and usage cycle of
fashion needs to be transformed in order to create sustainable fashion (Stanszus and Iran
2015: 154).

In sustainable fashion, materials are initially carefully selected among those that
have the least possible environmental impact. In the next step, garments are designed
in a way to not only minimize the waste of cutting fiber or yarn but also to make
intelligent fashion items that have timeless designs and are long lasting (Stanszus
and Iran 2015). The processing of the garments becomes more sustainable. For
instance, natural dyes will be used. Less transportation will be planned and the
production moves toward local manufacturing. “In sustainable fashion, networks of
trade unions, governmental institutions, and corporations are managing workers’
rights to ensure fair treatment” (Stanszus and Iran 2015: 154). In the consumption
phase, consumers will wash their garments less frequently and at a lower tempera-
ture, they buy less clothing and as soon as they do not want to continue using the
clothes, they will find a way to recycle, reuse or redesign the garments (Allwood
et al. 2006). “Sustainable fashion is nothing which is ready for sale; it needs to be
created by joint responsibility of companies, consumers, and others” (Stanszus and
Iran 2015: 515).

Kate Fletcher considers three phases for innovation in the context of sustainable
fashion as driven by legislation, technology-based innovation, and innovation of the
consumption phase (Fletcher 2008). Being inspired by this categorization, drivers of
sustainable fashion will be studied here based on the three key categories of
governance (e.g. governments, NGOs), production (e.g. manufacturers, suppliers,
designers), and consumption (consumers), where governance can influence both
production and consumption. However, drivers influencing sustainability of the
fashion industry are not limited to the ones presented in Fig. 1.
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Fig. 1 Drivers of sustainable fashion

4 Sustainable Fashion Governance

“Legislation has had a formative influence on sustainability innovation in the fashion
and textile sector to date” (Fletcher 2008: 54). Some standards and regulations are
currently generated for production of fashion items in different countries across the
world. However, it seems that an effective enforcement mechanism toward sustain-
able fashion is still missing in the textile sector, as exploitation of workers and
environmental problems of the unsustainable fashion industry are still issues to be
solved. From a sustainability perspective, it is desirable that fashion items are being
produced in a sustainable manner and follow the guidelines of sustainability such as
ISO 14000 (Lo et al. 2012). Moreover, fashion companies can apply their positive
image in terms of sustainability as an effective marketing strategy (Nagurney and Yu
2012). Legal boundaries in combination with consumers, NGOs, and media pressure
can control production in a market-based economy. One of the areas that govern-
ments have globally focused on is waste management, where the policies emphasize
restrictions on landfill, treatment, and disposal of hazardous waste, and increase the
practice of recycling (Morgan and Birtwistle 2009). Moreover, tight import/export
regulations as well as strict labeling are some of the strategies that governments
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could apply in order to promote and control sustainability in the fashion market.
With a set of import/export rules, government could support and promote local
production and as a result decrease the carbon emission that results from transpor-
tation in a global textile supply chain.

Furthermore, there is an emerging trend of alternative fashion initiatives. Com-
mon regulations that are used for traditional and conventional fashion businesses
cannot directly be applied to the alternative fashion initiatives or are sometimes not
as effective as needed. For instance, in the case of clothing swapping, the classic
buyer and seller cannot clearly be defined and distinguished or in case of online
second hand buying, the pricing of garments cannot follow the pricing strategies that
are used for the new fashion items. In addition, in all of the online alternative fashion
consumption models a mutual trust is required (Gata 2015). Hence, setting specific
laws and regulations for the alternative businesses could protect the rights of both the
businesses as well as users/consumers.

The important role of NGOs in pushing and forcing companies to respect the
rights of workers cannot be neglected. In the 1990s, NGOs exposed the labor abuse
in the supply chain of brands, such as Nike or Gap, which resulted in the introduction
of codes for minimum levels of worker rights as well as some legislation-driven
changes (Fletcher 2008). One example of NGOs that are focusing on clothing
production is the Fair Wear Foundation (FWF). FWF is an independent, non-profit
organization working with companies and factories to improve labor conditions for
garment workers. Another example is the Clean Clothes Campaign (CCC), whose
offices are widely spread around the world. The CCC is dedicated to improving
working conditions and supporting the empowerment of workers in the global
garment and sportswear industry. Since 1989, this campaign helps to ensure the
respect for fundamental worker’s’ rights. Educating and mobilizing consumers,
lobbying companies and governments and offering direct solidarity support to
workers as they fight for their rights and demand better working conditions are
some working areas of this NGO.

Sustainability can be applied as a framework to reach environmental and socially
conscious consumers and at the same time to increase the overall brand image of the
company in developed countries (Faisal 2010). Corporate Social Responsibility
(CSR) as a prominent phenomenon in textile and clothing, involves the advancement
of internal corporate programme and systems, social auditing and certification, as
well as the integration of companies in multi-stakeholder initiatives (ILO 2005). The
government can positively increase sustainability of the fashion industry by empha-
sizing the importance of the CSR activities of companies as well as having control
over the performance of the garment industry. The governments have generally
played the key role in altering the conventional fashion industry toward a more
sustainable one. Legislation and standards should be considered in all stages of the
textile processing chain.
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5 Sustainable Fashion Production

Some researchers have strongly criticized the apparel industry for their unsatisfying
efforts to produce an ethical supply chain (Bendell and Kleanthous 2007). However,
increasing demand for eco-friendly apparel has impacted clothing production and
forced companies to offer green items by e.g. using sustainable materials to satisfy
the green consumers’ demand (Sampson 2009). For instance, H&M is claiming to be
one of the leading users of organic cotton in the world. Additionally, in Europe, high
street retailers, such as H&M, have launched Eco-collections, and in the US, Gap
Inc., has focused its efforts on decreasing the environmental impacts of its supply
chain (Jegethesan et al. 2012). Beside such attempts, many researchers and experts
have investigated the production phase in order to achieve sustainability of fashion
products. Hence, some innovative solutions have been generated during the last
decades. Endeavors of these production related-innovations have mostly been
towards achieving more efficiency in one or more resources. One can categorize
their efforts into three sub-groups, based on the kind of resource(s) they focus on:
material resources, intellectual resources and human resources.

5.1 Material Resources

The kind and the amount of materials that are used in the production process of
sustainable fashion items should be carefully decided. As commonly understood,
sustainable fashion means using natural materials like cotton in garments instead of
using synthetic, oil-based materials like nylon. However, according to the investi-
gations of ecological impact and ethical issues regarding production of both men-
tioned materials, it is difficult to say which one is the better choice in terms of being
eco-friendly. Each of these materials has its own sustainability issues that cannot be
neglected. For instance, production of manufactured materials generally consumes
less water, however, polyester and acrylic have high emissions to air (Fletcher 2008).
The majority of problems with cotton occurred in Africa and India, where small-
holding farmers in order to increase yields, fulfill the demand and maximize the
profit by using pesticides that cause illnesses and death of workers. About 117,000
metric tons of organic cotton were globally produced during the 2013-2014 (OTA
2015), however, even for these organic cottons a range of chemical substances is
applied in the production process, which questions the sustainability of using natural
fabrics instead of manufactured fabrics.

Furthermore, more attention is currently given to the recycling of textiles back
into fibers. Patagonia was a pioneer in the field when it began selling its “post-
consumer recycled” line in 1993. Using plastic bottles to produce garments is now
practiced by other companies such as The North Face. However, the amount of
recycled textiles is still inconvenient. For instance, in 2014 the recycled rubber,
leather, and textiles were about 9% of all recycled items in the USA (US EPA 2014).
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In Germany, Anke Domaske, the inventor of “QMilch” introduced a fabric made
entirely of spoiled milk. However, using such innovative/more sustainable fabrics
for garment production on a bigger scale might not yet be possible. In summary,
there is a need to extent the amount of organic material and the smart usage of
manufactured ones, as well as to develop an efficient technology for recycling
material.

For many manufacturers, the improvement of production technology is a true way
of being innovative. During the production processes (e.g. dyeing, drying, and
finishing), chemical products and natural resources are intensively applied and are
generating a high environmental impact (Rinaldi and Testa 2015). Although using
eco-friendly technologies in all the clothing-chain helps reduce the negative effects
of the garment industry, this is still not a real answer to the problem; since relying on
technology to fix all of the problems just decreases the needed consideration for the
soft cultural change (Fletcher 2008).

Due to the globalization process in the last decades, most of local productions are
now shifted to different countries where material and labor forces are cheaper. In
these countries, CSR is often less prevalent, NGOs are less powerful and consumer’s
decision-making is more based on their basic economic needs (Jastram 2007).
Consequently, different countries often located far apart are engaged in the produc-
tion process of garments. Therefore, massive amounts of energy and resources are
consumed merely for transportation of materials and manufactured goods. For
instance, in 2001, Fran Abrams and James Athill tracked a pair Lee Cooper jeans
sold in a high street store in the UK on its global journey of 40,000 miles by land and
sea, from producing the fiber in Benin to manufacturing in Tunisia (Guardian 2001).

5.2 Intellectual Resources

Designers are responsible for the different steps of their decision-making procedure,
as their decisions consequently have impacts on environmental and social aspects of
the whole product life cycle and sustainable consumption patterns (Tischner and
Charter 2001). They choose fabrics and use them in their collections considering
their design, cost, availability, and time constraints. The main challenges at this level
are the selection of natural or manufactured fibers (e.g. Recolution uses organic
cotton and GOTS certified materials in its collections), decisions for new or recycled
fibers, design or re-design (e.g. Bag To Life works with the concept of upcycling and
re-design), using mono or multi fibers (e.g. Patagonia works directly on the fabrics
that are used in its collections), design for short or long term (e.g. Uniwearsal claims
that they produce timeless designed apparel), or trust in suppliers or direct control of
the material supply chain (e.g. Gossypium produces sportswear in its own work-
shops to have direct control over the production).

One of the most outstanding responsibilities of designers is to design a charming
sustainable item, which satisfies the needs and desire of the consumers (Zafarmand
et al. 2003). Often, sustainable consumers have difficulties finding suitable
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sustainable clothes because green clothes are generally noticed as shapeless, color-
less, overpriced (Meyer 2001). Hence, the aesthetic values need more consideration
when designing sustainable clothes (Fletcher 2008). The point is that the desire for
novelty will not and should not be eliminated, however development of alternatives
is needed (Black 2008). “Eco-chic must aspire to being the norm not the exception”
(Black 2008: 18).

Slow fashion and Cradle to Cradle are two recent concepts in the design phase
approaching sustainable fashion. Cradle-to-Cradle as a design concept was initiated
by William McDonough and Michael Braungart in 2002. This concept stresses the
need for increasing the efficiency of production techniques and achieving waste free
production. It should be possible to recycle, reuse, or re-consume all materials and to
bring them back to a new life cycle (McDonough and Braungart 2010; Butler 2007).

Slow fashion emerged as a reaction to the rapid trends of fashion buying behavior
or fast fashion aiming at decelerating the fast pace of fashion. Slow fashion is defined
as clothing that starts with careful choices and well-paid individuals and then
remains to be used for years (Sayer 2007). Designers are encouraged to integrate
new insights into their patterns to make long lasting designs and thereby slow down
the fashion pace. The concept of “everybody designs” presented by EzioManzini is
another example of innovative thinking in the fashion industry.

Integrating the end-users into the design process could increase the usage
lifetime of the products. Moreover, some companies have realized the benefits of
involving users in the development and diffusion of innovations (Baldwin and von
Hippel 2011; Fiiller et al. 2012). Concepts like prosumption, in which both produc-
tion and consumption are involved, integrate consumers’ ideas into the design
process (Ritzer and Jurgenson 2010). Engaging consumers in a participatory design
process can also be seen as a way to achieve more sustainability in the fashion
industry. Creating social values through meaningful experiences and collaboration
can motivate consumers to value their clothes more as well as integrate their tastes
into the design and as a result extend the usage phase of the product life cycle.

5.3 Human Resources

“Who should make the clothes and how should these workers be treated” are the
main questions, when talking about human resources within the sustainable fashion
production chain. Directly after the garment is designed, the first decision to make is
whether local workers are hired to make the products or to outsource the production
to other countries e.g. Asian, African, or Indian garment manufacturing corporates.
Due to the availability of cheap labor, the garment production has recently been
shifted to developing countries. This outsourcing mostly causes long transportations
as well as labor conditions that are not aligned with the fair-trade rules. The term
“Fair-trade” mostly covers the activities and implications of advocating for fair
working conditions in manufacturing industries. Some researchers in the field of
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environmental clothing have paid attention to labor exploitation among other ethical
issues (e.g. Dickson 2001; Rudell 2006; Shaw et al. 2006).

The FWF is one of the NGOs that aims at developing fair-trade production in the
garment and textile industry. The FWF code of labor practices contains eight labor
standards that are made up based on the core labor standards of ILO. In FWF labor
standard’s code: employment is freely chosen, there is no discrimination in employ-
ment, no exploitation of child labor, freedom of association and the right to collec-
tive bargaining, payment of a living wage, no excessive working hours, safe and
healthy working conditions, and legally-binding employment relationships. These
standards should be carefully followed by the manufacturers who are willing to
produce sustainable fashion products.

Since the 1990s, the media and public have put pressure on fashion manufacturers
to generate legal documents to protect labor rights in garment industries. However,
such efforts have not yet completely resolved the problems in the textile industry
(see Donaldson 2016). Selecting the human resource in addition to setting employ-
ment rules based on fair-trade standards is a key factor in reducing the social
problems of unsustainable fashion production.

6 Sustainable Fashion Consumption

People are becoming increasingly interested in the environmental and social conse-
quences associated with their consumption patterns (e.g. Auger et al. 2010; Harrison
et al. 2005). This development triggers a growing demand for ethically and sustain-
ably manufactured products and services (e.g. Williams et al. 2005). Nevertheless,
companies have been criticized for not taking useful strategies into account despite
the fact that the emergence of the sustainability concept, the importance considering
the role of the consumers, and changing the lifestyle pattern have lately been
emphasized (e.g. Schaefer and Crane 2005; Belz 2006; Thggersen and Crompton
2009). Schrader explained it in two ways: first, by highlighting the impact of
consumption on ecological and social lifestyle of people, and second, by marking
the consumers’ role as a potential influence on the companies’ behavior (Schrader
2007). Therefore, the role of the consumer in reaching better sustainability is
noticeable, and consumers are now looking for more sustainable solutions.

In a report by the University of Cambridge (Allwood et al. 2006), a cotton T-shirt,
a viscose blouse, and a nylon carpet were compared to each other with regard to their
environmental, economic, and social data in various scenarios. The results revealed
that shifting the production of the T-shirt and the viscose blouse to the UK saves
modestly, since the used energy for transportation is relatively small in comparison
to the washing of clothes. In contrast, a change in consumer behavior has a large
positive environmental impact (Allwood et al. 2006). It can embrace a large number
of reuse, repair, and recycling activities to augment the life-cycle of the clothes
(Allwood et al. 2006). In addition to the positive effect of sustainable fashion
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consumption behavior on the environment, Paulins and Hillery found ethical fashion
to fulfill consumers’ specifics as well as basic psychological needs (2009).

Kate Fletcher discusses recent sustainable fashion innovations regarding process,
product, and consumer focus. She believes that the biggest benefits come from
consumers (Fletcher 2008). But it should not be forgotten that fashion consumers
differ from other consumers of other product types with regard to their ethical
consumption decisions (Niiniméki 2010). For instance, regarding food consumption,
consumers show more commitment to sustainable consumption as food has a direct
impact on their individual health (Joergens 2006; Ochoa 2010), however, less
commitment has been expressed in the fashion sector due to the wrongly perceived
indirect effects of the fashion products on their health (Joergens 2000).

There is still an attitude-behavior gap in sustainable clothing consumption.
Consumers should become aware of the environmental and social impact of their
clothing consumption as well as the alternatives to unsustainable fashion consump-
tion. They should be encouraged to practice sustainable fashion consumption in their
everyday life. Many lines of research consider the problem of unsustainable fashion
consumption (e.g. Niinimdki 2010; Ochoa 2010; Lewis and Gertsakis 2001; Palmer
and Clark 2005). Consumer behavior involves pre-purchase, purchase, and post-
purchase components. Some researchers have limited sustainable consumption to
sustainable buying behavior (e.g. Balderjahn et al. 2013). However in this chapter
sustainable fashion consumption refers to all three phases of purchasing, usage and
post-usage of the garments.

6.1 Purchasing Decision

Consumers are increasingly taking the ethical attributes of clothing into account
(Kim and Dambhorst 1998; Dickson 2001). In the purchasing decision step, the
significant discussion is to determine the consumer intention towards the fashion
products—whether they are willing to buy new or used products. In this regard, the
perceptions and attitudes of the consumer play a significant role in addition to the
cultural and social values of the whole society. Moreover, concepts, such as sharing,
renting, and swapping, can be effective and applicable to decreasing ecological
footprints only when people accept to buy the service instead of the product. It is
also crucial that consumers understand and practice the sufficiency concept in the
decision-making process and avoid over-consumption of material by following the
fast fashion trends. Buying sustainable products will not be a complete solution
unless consumers combine it with buying less, using the products longer and more
efficiently and eventually bringing them back into the cycle.
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6.1.1 Usage

The usage step in the consumer behavior process describes how consumers use and
maintain fashion products in a sustainable manner. Laundering is one of the most
water and energy consuming parts of this step. However, there is a lack of studies
that focus on cleanliness, hygiene, and the environmental consequences of launder-
ing (Fletcher 2008). Moreover, ironing and washing temperatures have a significant
impact on the energy consumed in the usage phase (Niiniméki 2009). In 2001, Lewis
and Gertsakis estimated the possible impact of consumer care to be about 75-80%
(depending on the material used in the shirt) of the total ecological impact of a cotton
shirt (Lewis and Gertsakis 2001).

In the UK, it is estimated that between 0.8 and 1 million tons of apparel are sent to
a landfill yearly. Among them, a minimum of 151,300 tons of clothing and footwear
could be directly reused (Bartlett et al. 2013). This shows that consumers sometimes
sorted their clothes out, although the garments were still usable and before the
garments reached their end of life cycle. These fashion products could be seen as
unused potentials and could be used for a longer period of time. Extended usage of
the clothes could benefit the environment. It is claimed that if the lifetime of clothes
could be increased by 33%, potential footprint reductions and resource cost saving
could amount to 27% carbon savings, 33% water savings, 22% waste savings, and
22% resource cost savings (WRAP 2012).

Repairing the clothes could be another way to prolong the clothing lifetime of the
garments. According to a study by Greenpeace, 42% of the participants have never
repaired their clothes (Greenpeace 2015). Bringing back the trend of valuing and
repairing the garments could potentially decrease the unsustainable fashion
consumption.

6.1.2 Post-usage

By increasing fashion purchasing, most of the garments are disposed of after being
worn only a few times (Birtwistle and Moore 2006). Studies on wasteful consump-
tion that were conducted by The Australia Institute show that about 1.7 billion
dollars were spent yearly for clothes and accessories that were not worn at all or
only used for a short period of time (Pears 2006). In Germany, each adult between
(18—69 years old) has about 18 clothing pieces that have almost never been worn
(Greenpeace 2015). This makes for about 1 billion unused clothing pieces stored in
German wardrobes (ibit.). It seems that a huge amount of clothes is treated like waste
shortly after purchasing. However, in contrast to other types of waste, they stay
unused in wardrobes instead of going to a landfill. Analyzing the clothing life cycle
reveals the significant role of the consumer in garment waste management (NIRI
2006; Tukker et al. 2008; Birtwistle and Moore 2007). Consequently, some
researchers and fashion designers paid attention to this phase of the consumption
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process to increase the sustainability by re-designing, recycling, and re-using these
unused fashion products.

6.1.3 Re-designing

Some small designers now use different methods and techniques, such as upcycling,
restyling, reshaping, embellishing, and over-printing, to make new clothes out of the
unwanted garments (Fletcher 2008). TRAID is an example of charitable organiza-
tions that give unsold charity clothes to the young designer groups to redesign and
remodel them into fashionable pieces, which then are sold again. The Upcycling
Fashion Store Berlin is also one of the initiatives that sells only garments that have
been redesigned and remade out of existing clothes. Different designers who work in
cooperation with this store use their innovative design ideas to reshape the existing
garments and offer consumers redesigned clothes.

6.1.4 Recycling

The importance of recycling was mentioned in the production phase. However,
consumers can play a significant role in this regard. They can find ways to recycle
their clothes and use them in other ways. Donating the unwanted clothes is not
always the best way, as it has been mentioned, “only about one-fifth of the clothing
donated to charities is directly used or sold in their thrift shops” (Claudio 2007: 452).
There is a huge load of clothes that are given as donations. For instance, more than
12 million pounds of post-consumer textiles are processed yearly in the Trans-
America Trading Company; about 30% of such textiles have industrial use,
25-30% are recycled into fibers to be used as stuffing for upholstery, insulation,
and manufacturing paper products, and only 45% of them continue their lives as
clothing and even then, not domestically (Claudio 2007). These apparels are
imported to the developing countries and are sold for expensive prices, there.
Considering the high prices for the local people in such countries as well as the
environmental problems caused by transportation of the used clothes to such coun-
tries, donating the unwanted clothes is not the best option. One can suggest to
recycle and reuse the clothes domestically in order to avoid the consequences of
transportation.

6.1.5 Re-using

It is claimed that collecting, processing, and distributing used apparel requires
1.7 kWh of extracted energy per kg of second hand garment recycled (NIRI
2006). However, the energy used to collect, sort, and re-sell used garments requires
between 10 and 20 times less energy than for production of new clothes (Laursen
et al. 1997). A life cycle assessment study shows that for every kilogram of new
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cotton clothing replaced by used clothing about 65 kWh are saved, and for every
kilogram of new polyester clothing replaced by used clothing, about 90 kWh are
saved (Woolridge et al. 2006). In conclusion, it seems that reusing clothes consumes
more energy than recycling them. However, in comparison to the energy used during
the production of new clothes, re-using saves a considerable amount of energy.

Some unused clothes are passed on to charity shops that sell second hand clothing
in local areas. Only 10-20% of them are resold in UK charity shops (Black 2008).
Others are sorted, and better quality items are sent to developing countries to be sold
in the local market (e.g. Rivoli 2015; Mhango and Niehm 2005; Hawley 2006).
There have been some arguments about western clothing exports threatening the
local garment industry and culture of the countries that import these clothes. A study
conducted by Baden and Barber reveals that the second hand clothing imports are
not the only cause for the decline of clothing production and employment in West
Africa. Unreliable and expensive infrastructure as well as high costs and lack of
available materials and training plus cheap import from Asia are some of the main
reasons for this issue (2005). Additionally, second hand clothing trades create
substantial employment in countries that are exporting the used clothes as well the
countries that are importing those clothes. Promoting the market of used clothes in
the same countries, where the used garments are collected might be a better strategy
to decrease the environmental impact of the transportation of used garments.

7 Collaborative Fashion Consumption: The Latest
Development

One can take a look at the traditional lifestyles and have some idea of how societies
used to maintain a harmony between satisfying their needs, and at the same time not
depleting the natural resources. One of the common activities in traditional societies
was sharing goods and services. These collaborations are nowadays rare due to
various economic reasons. Therefore, instead of using existing products, people are
often used to enjoying the concept of ownership through buying affordable products.
This new ownership concept has led to over-consumption of natural resources, as
well as, social and economic injustice.

Before the industrial era, there was no mass production of products. People were
consequently valuing their products and were engaging in sharing activities more
than what we see nowadays in societies. On the one hand, products are currently
cheap and affordable (at least in developed countries) and most of the people can buy
their own goods. On the other hand, the lifestyle of people has changed to more
individual-oriented, in which the speed of lives is increasing and people are willing
to acquire everything by spending the least amount of time possible. As a conse-
quence, the concept of sharing products and services is no longer popular among
consumers. However, recently some scholars and practitioners claim that a sharing
economy or collaborative consumption has the potential to increase sustainability
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and reduce the ecological and carbon footprint in a number of key areas (Schor and
Fitzmaurice 2015). It is also claimed that collaborative consumption could lead to
more social connections between citizens (Botsman and Rogers 2011).

Collaborative consumption refers to “the redistribution of used products in which
two or more persons (re)use the same product in a different period of time regardless
of whether the ownership is transferred or if a monetary or non-monetary fee has
been assessed” (Iran and Schrader 2017: 472). This understanding of collaborative
consumption is aligned with the definition introduced by Botsman and Rogers
(2011). Information and Communication Technologies (ICT), explicitly Web2.0
technology, offered and extended the sharing possibilities. The previous local
redistribution practices can now be promoted on a largerscale and with less transac-
tional costs (esp. information and contracting costs, Schrader 2001). Airbnb, Uber,
Drivenow, and Spotify are some well-known examples of the fast growing compa-
nies that offer collaborative consumption opportunities. The Internet offers people a
higher availability of sharing and collaborative consumption options.

Collaborative consumption has been also practiced in the fashion industry. CFC
offers consumers the option of making their used clothes available on the market
and/or taking advantage of using the already existing fashion items. “CFC embraces
fashion consumption in which consumers, instead of buying new fashion products,
have access to already existing garments either through alternative opportunities to
acquire individual ownership (gifting, swapping, or second hand) or through usage
options for fashion products owned by others (sharing, lending, renting, or leasing)”
(Iran and Schrader 2017: 472). CFC is not a new concept and has been practiced in
families, between friends, or even in the flea markets. But as mentioned before,
nowadays it can be practiced on a broader scale through available online and offline
platforms. Some businesses have already recognized the market potential of CFC
and offer online or offline platforms, where different types of CFC (e.g. swapping,
renting) are offered in exchange for monetary compensation.

In 2011, Botsman and Rogers introduced three models of collaborative consump-
tion based on different forms of transactions. The first collaborative consumption
model, Product Service Systems (PSS), can be described as ‘pay for the benefit, not
the ownership’ (Botsman and Rogers 2011). It disrupts the traditional models of
individual private ownership and shifts the concept of ownership from material
ownership to service ownership (Botsman and Rogers 2011). In the fashion industry
this model can be seen in clothing and accessories rental. There are different
websites and shops trying to apply this concept to allow people to rent a product
and use its service instead of buying it. Fashion Hire, Girl Meets Dress, Kennedy
Purple, and One Night Stand are some examples.

Redistribution Markets, the second model of collaborative consumption is
defined as exchanges that make second hand goods available where they are needed
(Botsman and Rogers 2010). By increasing fashion purchasing, most of the garments
are disposed of after being worn only a few times (Birtwistle and Moore 2007).
Instead of being stocked in the wardrobes, the massive volume of not-used (or once-
used) clothing could be worn by others who need them or can use them again. Cloth
swapping is embedded in redistribution markets and has been developed “from
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private parties among a small group of girlfriends to high fashion, big warehouse
ticketed events” (Botsman and Rogers 2011: 90). Big Wardrobe, Covert Candy,
SwapStyle, and Fashion Reloaded Clothing Swap are some examples of fashion
swapping websites.

The third model, Collaborative Lifestyles encourages “people with similar inter-
ests [to] band together” (Botsman and Rogers 2010: 85). Here people can exchange
their time, skills, spaces, and so on. The most applicable skill in fashion industries is
the ability to design or re-design the garments. Used clothes can be redesigned
through methods and techniques such as upcycling, restyling, reshaping,
embellishing, and over-printing. This is not limited to charity clothes but can happen
among friends and neighbors where people redesign their old clothes and use them
again or share them with those who need them. A growing number of sewing cafés
are opening in different cities in Germany. People can use the space and available
materials in addition to the knowledge that is offered either by organizers or other
fellow members who are coming to the sewing café to repair and redesign their
clothes. Skill sharing and social connections that are happening in such sewing cafés
are some of the important motivators for participation in such platforms (Hirscher
and Iran 2017).

There are only a few articles that explicitly focus on collaborative consumption
and even fewer focus on CFC. Recently, Schor and Fitzmaurice (2015) proposed a
typology for a sharing economy. They introduced four types of collaborative
consumption based on two dimensions of “market orientation towards profits and
value creation” and “organization nature” (Schor and Fitzmaurice 2015). In 2017,
Iran and Schrader offered a typology of CFC and categorized CFC practices into
peer-to-peer and business-to-consumer types. “The peer-to-peer type encompasses
forms of CFC in which fashion products are passed from one consumer to another.
Peer-to-peer could be organized by peers themselves either through online or offline
platforms or by a company in a service-based form” (Iran and Schrader 2017: 473).
In Peer-to-Peer CFC six different sub-types are introduced as: swapping parties,
gifting, sharing, lending, borrowing, and buying as second hand clothing (Iran and
Schrader 2017). All of these practices can happen offline and among a group of
friends, colleagues, relatives, etc. However, by using social networks such as
Facebook, people can widen their network and practice CFC even with those who
they don’t know or know less. For instance, in Germany, consumers can use
networks such as “Klamottentausch” (Clothing Exchange) for clothing swapping
and “Kleiderkorb” (Clothing Basket) or “Kleiderkreisel” (Fashion Spinner) for
gifting, swapping, or selling second hand clothing. Kleidertausch (clothing
exchange) is another Facebook page that announces different clothing swap parties
all over the Germany. Companies can facilitate Peer-to-Peer CFC on a largerscale.
For instance, Ebay is an online platform that consumers can use to sell or buy second
hand clothing. “Bag Borrow or Steal” is an example of a company, where users have
the opportunity to sell or rent-out their used luxury bags. In Germany,
“Médchenflohmarkt” (Girls Flea Market) is a website, “where consumers can put
their used clothes on the website and earn up to 80% of the sales price” (Iran and
Schrader 2017: 474).
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The other type of CFC that has been mentioned is business-to-consumer CFC
(Iran and Schrader 2017). “The companies offer either services as substitutes for
product ownership (renting and leasing) or second hand retail service to make the
purchase of new products dispensable” (Iran and Schrader 2017: 474). People have
had the possibility of renting special costumes from renting shops. Nowadays there
are some clothing libraries that offer subscription-based services (e.g. Pedersen and
Netter 2015). For instance, Kleiderei is a clothing library in Germany. Once a month
members of this library receive four pieces of clothing for a monthly-fee of 39 €.
Apart from fashion libraries, there are different websites for renting fashion prod-
ucts. Kennedy Purple is a company that rents out designer handbags, jewelry, and
fashion accessories. Leasing is another sub-type of business-to-consumer CFC that
has been less practiced. In Germany, “Liitteleihen” (Baby Clothes Rental Service)
offers leasing for baby clothing. Unlike renting services consumers here should have
longer contracts. In case of Liitteleihen, the minimum time period of a contract is
2-months. “Besides the traditional second hand shops, there are many online second
hand markets such as “Walk in my Closet” where consumers can buy second hand
luxury shoes, clothing, bags, or accessories from a commercial website” (Iran and
Schrader 2017: 475).

Nowadays, there are plenty of the existing practices of CFC in societies. The
examples that are mentioned in this section and other similar ones that are contin-
uously becoming more and more commonplace in societies can bring positive
environmental and social impacts.

8 Summary and Outlook

In this chapter, the author summarized some of the most important concepts related
to sustainable fashion. An emphasis has been put on the consumption phase and
specifically on the alternative and innovative fashion initiatives.

Systematically, the efforts towards fostering sustainability in fashion have been
categorized into three groups: governance, production and consumption. First of all,
we need a proper legislation to promote and control sustainability in the fashion
industry. These rules and their implementation should be continuously monitored
not only by governmental agencies but also by NGOs and independent media. Then
in the production phase, efforts should be put on reaching the maximum resource
efficiency according to the principles of sustainable development. Material-, intel-
lectual-, and human resources are discussed in this group.

The sustainability of fashion is not only determined by sustainable governance
and production but also by consumers, their intentions, behaviors, and habits.
Consumers play a significant role in decreasing the harmful effects of fashion
consumption on the environment. As it is classified in this chapter these effects
occur in the purchase, the usage, and the post-usage phase of fashion consumption.
Initially, consumers make a decision on buying new bio/fairtrade products or using
second hand ones. Afterwards, consumers make a decision on how they want to use
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and maintain their fashion products. Finally, they need to determine what should be
done with the garments after the end of the usage period. In the final phase, they can
decide to reuse the garments by selecting one of the opportunities that CFC offers.

Buying less, wearing long, maintaining well, and proper feeding back into the
system for recycling after use are some examples of sustainable fashion consumption
(Allwood et al. 2006). Consumers can also decide to use second hand garments
instead of buying new ones. They can decide to return their used clothes to the life
cycle by making them available to the second hand market. If consumers decide to
use second hand clothing either by swapping, borrowing, lending through Peer-to-
Peer CFC, or by renting, leasing, or buying second hand clothes from companies,
they enter the area of CFC with all of its ownership-less opportunities. There is a
good potential of achieving environmental and social benefits by extending CFC in
the fashion industry. Having more comprehensive studies on different types of CFC
in combination with generating good strategies could improve sustainability in the
fashion industry. There is still a lack of academic research on the opportunities and
barriers of different types of CFC, motives of the current consumers who are
participating in CFC, as well as best practices and governance structure of CFC
practices. In addition, a comprehensive life cycle assessment could confirm the
positive environmental impact of CFC and could reveal the amount of environmen-
tal opportunities that CFC can offer.
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New Business and Governance Approaches M)
to Sustainable Fashion: Learning from s
the Experts

Sarah Margaretha Jastram and Anna-Maria Schneider

This edited volume comprises articles by managers, scientists and political experts in
the field of sustainable fashion. They share their best practice experience relating to
the joint goal of a more sustainable, humanistic, and responsible fashion industry.
We find an exciting variety of approaches in this book that in sum represent a rich
pool of insights and cases for anyone interested in the study of new management
perspectives and in the systematic advancement of sustainable fashion.

At the core of many leading business approaches to sustainability is circular
thinking, meaning that the business process does not only involve the design,
production, marketing and distribution of fashion items but also its sustainable
recycling, repair, reuse or resale.

These approaches are greatly beneficial for the environment as they reduce the
massive piles of rubbish produced by the fast fashion industry. Circular business
models also support and serve consumers who wish to simplify their lives and their
wardrobes, consumers who are unwilling to live a lifestyle of increasing consump-
tion and waste creation, and those who prefer the selection and ownership of long
lasting fashion items over less durable low-quality clothes.

Filippa K’s circular approach to sustainable fashion and its membership in the
Fair Wear Foundation demonstrate an ongoing strong commitment in this context.
Another impressive example is the innovative, young brand MELAWEAR which
invented great sustainable fashion following the Cradle to Cradle principles of
recycling and strictly working with Fairtrade and GOTS certified materials.
TAUKO?’s upcycling approach as well as Samira Iran’s chapter on different forms
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of collaborative fashion consumption show further evidence of the continuing
establishment of circular business models in the fashion industry. A central question
of the future is how to bring the idea of circular economy to the mass market and how
to scale up individual approaches to sector-wide engagement.

A second core topic of this volume is the supply chain and the fundamental
question of how decent and human working conditions can be realized including
living wages and effective workers’ interest representation. While audit-oriented
control-based forms of supply chain governance used to be prevailing industry
approaches, we can now observe a trend towards more collaboration oriented
forms of supply chain governance. This does not mean that audits do not play a
role anymore in today’s business approaches to sustainable supply chains, but there
is a need to go beyond auditing and control-based forms of governance (Jastram and
Schneider 2015). Front runner firms like Tchibo for instance are increasingly
pursuing more bottom-up and inclusive forms of governance as illustrated in the
chapter authored by Nanda Bergstein. H&M is another example of a brand that is
intensely working on new methods of supply chain governance as the firm remains
under strong stakeholder pressure. In this book, Hendrik Heuermann explains the
importance of collective bargaining in the context of the ongoing debate about best
ways to support and to enable living wages in textile factories in developing
countries.

The assessment of actual impacts of any sustainable governance initiative is
challenging and related methods are currently intensely debated in the academic
literature (Baumann-Pauly and Jastram 2018). In this context, Otto is introducing an
interesting example of a value chain impact measurement in this book.

From a stakeholder, especially from a consumer’s perspective, transparency and
traceability are core conditions for functioning market mechanisms supporting
sustainable fashion (Berberyan et al. 2018). The availability of relevant information
on product characteristics and production conditions support enlightened consumer
voting for product and brands with the best sustainability credentials as well as the
identification of those brands which are not yet sufficiently integrating sustainability
measures into their core business operations. Isabel Laura Ebert and Robin Cornelius
demonstrate this in this book.

Besides these market and business driven initiatives, governments have increas-
ingly been putting international supply chains into the focus of international meet-
ings and regulative activities. A core governance framework in this context are the
UN Guiding Principles for Business and Human Rights developed by John Ruggie
and explained by Natascha Weisert in this book. The heads of state and government
of the Group of Seven (G7) have further raised attention to the topic of sustainable
supply chains in the fashion sector by placing it among the core topics of their
leaders’ declaration in Elmau 2015. Roger A. Fischer explains the underlying
governance processes and mechanisms as well as its challenges.

While business practice as well as state governance both seem to be promising
approaches to today’s challenges in international value creation processes, neither of
the two is currently sufficient to solve all relating social and environmental issues
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alone. Accordingly, Baumann-Pauly, Labowitz and Stein argue for a transformative
industry approach based on the shared responsibility model.

In this context, the notion of a ‘smart mix’ has recently gained attention in the
international political arena as well as on business round tables. The exact format of
an ideal combination of different elements and instruments of governance has not yet
been agreed upon. However, as this volume shows, most instruments, initiatives,
processes, and tools are interrelated and interdependent in terms of their potential
impact (see graphical illustration).
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Sustainable fashion cannot be realized by just one actor or by using just one
business tool or governance instrument. The transformation of the sector requires
concerted action of businesses, governments, NGOs, and consumers to clearly
demonstrate a coalition for change and a willingness and power to end inhumane
and unsustainable business practices in the twenty-first century.

The necessary mutual learning process is ongoing and will continue to involve
trial as well as errors. Even though sustainable fashion management and governance
have progressed strongly during the last years, human right violations as well as
environmental pollution still exist in daily business of some players in the fashion
industry. Yet, the momentum for change is strong and this edited volume will
hopefully support this important mission.
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