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1

EXECUTIVE SUMMARY

The Ali Enterprises factory fire in 2012, which killed 260

workers, put a spotlight on the hazardous working condi-
tions in the Pakistan textile industry. Over a decade later,
little has changed for textile workers. Although Pakistan

has progressive laws to protect workers’ rights on paper, in

practice they are routinely violated by unscrupulous factory
owners that face no legal consequences. Starvation wages,
excessive working hours and union busting remain endemic.
International fashion brands that source from these facto-
ries have been able to continue to follow a business model

that places the pursuit of profit over the protection of work-
ers’ rights in their supply chains.

In January 2023 the German Supply Chain Act (LkSG)
came into force. By imposing a legal obligation on compa-
nies to conduct human rights due diligence, the law estab-
lished a potentially powerful new mechanism through
which to address human rights violations in global supply
chains. As a consequence, the largest fashion brands that
are operating in Germany are now required to take appro-
priate measures to address and prevent human rights risks
at their supplier factories.

In spring 2023, the National Trade Union Federation
(NTUF), with the support of the European Center for Con-
stitutional and Human Rights (ECCHR) and FEMNET, car-
ried out a survey of 350 workers in factories in Karachi,
one of the main textile export hubs in Pakistan. The survey
results were unambiguous: violations of domestic and inter-
national labor law were recorded across all of the factories,
including non-payment of minimum wages."

On the basis of these survey results, we filed internal
complaints with the grievance mechanisms of seven brands
with supply chain links to these factories, highlighting their
potential non-compliance with the LkSG.2 In particular, the
obligation to conduct due diligence to prevent or minimize
the risk of non-payment of an adequate wage. Our goal was
to initiate the companies’ due diligence response, to address
the risks of rights violations in their supply chains and
improve conditions for workers. But these complaints also
presented an opportunity to test how the law could be used
to address and prevent labor rights violations more broadly,
as well as assess the extent to which companies were imple-
menting their due diligence obligations.

The outcome of this process, which encompassed more
than a year of engagement with brands yet resulted in no
tangible improvements at factory level, raises important
questions on the extent to which the LkSG is so far being
effectively implemented in the garment industry. This
report reflects on our experience in supporting NTUF to use
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the LkSG to address systematic labor rights violations in the
Pakistan textile industry, in particular non-payment of an
adequate wage. By evaluating the responses of the brands
in comparison to their legal due diligence obligations, the
report identifies clear areas of potential non-compliance.

1. Insufficient consultation with affected stakeholders.
Complaint mechanisms were not easily accessible,
imposing significant barriers to remedy for workers.
During the complaint process, companies provided
minimal information to the reporting parties, and did
not seek their input on developing appropriate preven-
tive or remedial measures. In particular, there was little
credible engagement with local trade union NTUF as a
key stakeholder in the due diligence process.

2. Overreliance on social audits.

All of the companies relied on social audits to identify

and monitor labor rights conditions at their suppliers.
Although audits may in general be considered as a possi-
ble preventive measure under the LkSG, they must guar-
antee the implementation of independent and appropriate

controls. Inlight of the clear evidence that regular audits

are neither appropriate nor effective in identifying wage

issues in garment factories, any brand solely relying on

this measure to address this risk may not be compliant

with its due diligence obligation.

s. Failure to address purchasing practices.
There is a well-established link between company pur-
chasing practices and non-payment of adequate wages
by suppliers. Despite the LkSG clearly requiring com-
panies to implement appropriate purchasing practices to
minimize human rights risks, no company engaged in any
dialogue on, or took steps to address, the role of its pur-
chasing practices in contributing to the risk of the non-
payment of adequate wages in its Pakistan supply chain.

. ___________________________________________________|

1 Femnet and ECCHR, No Contracts, No Rights:
How the fashion industry avoids paying minimum
wages in Pakistan (2023)

2 Aldi Sid, C&A, Inditex, KiK, Peek & Cloppenberg,
Primark and Tom Tailor



To date, we have received no tangible evidence that would
indicate any significant improvements of working condi-
tions in the textile factories that were the subject of the com-
plaints, following our engagement with the seven brands.
Prior to publication, we reached out to these companies to
give them an opportunity to comment on the report find-
ings; their responses are detailed in Section 6.

Although it is important to note that the experiences
detailed in this report are limited to our engagement with a
handful of companies operating in the garment sector, we
see this outcome as indicative of a general trend of diver-
gence between the due diligence obligations enshrined
within the LkSG and its implementation.3

The objective of the LkSG is to strengthen the protec-
tion of human rights in supply chains. Yet in practice, its
implementation risks becoming another superficial corpo-
rate compliance exercise. Many companies appear to have
adopted a tick-the-box interpretation of due diligence that
focuses on implementing processes, rather than carrying
out meaningful engagement to understand and effectively
prevent human rights risks to workers. The central concept
of adopting measures that are appropriate and effective to
address specific risks and impacts in the supply chain—for
example in the case of wage issues in Pakistan, supporting
collective bargaining and addressing unfair purchasing prac-
tices—seems to have fallen by the wayside, in favor of copy-
paste due diligence that continues to prioritize social audits.

IRRESPECTIVE OF THE POLITICAL
DISCOURSE, THE LKSG MUST BE
EFFECTIVELY IMPLEMENTED
Recent attempts to roll back mandatory human rights due
diligence laws in Germany and at EU level present a direct
challenge to efforts to improve working conditions in global
supply chains.* Nevertheless, while the shape and scope of
future implementation of the LkSG may have been cast into
doubt with recent announcements from the new Coalition
Government, the existing due diligence obligations will
continue to apply until the transposition of the EU Corpo-
rate Sustainability Due Diligence Directive (CSDDD) into
German law.®

The ongoing political uncertainty should not be used as
a pretext by companies to stop implementing the law, or by
the German government to suspend all enforcement efforts.
Therefore:
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Companies sourcing from Pakistan textile factories that
fall within the scope of the LkSG must carry out their due
diligence obligations effectively. Concretely, this means
identifying and preventing the risk of non-payment of
an adequate wage and taking steps to address the role of
their purchasing practices in contributing to this risk.
The BAFA should carry out its monitoring activities to
ensure that companies implement their due diligence
obligations appropriately and effectively. Where there
is clear evidence of non-compliance by companies, it
should act quickly and decisively.

2
LABOUR RIGHTS VIOLATIONS IN
THE PAKISTAN TEXTILE INDUSTRY

The textile industry is a cornerstone of Pakistan’s econ-
omy. It employs approximately 15 million people, represent-
ing almost 40 % of the manufacturing labor force.® Textiles
account for 60 % of Pakistan’s total exports, with a value
of nearly 8 billion USD in 2023.7 Companies located in the
EU are an important customer base for the garments, tex-
tiles and footwear produced in Pakistan, representing 35 %
of total buyers.®

Inrecent years the textile sector played a crucial role in
supporting the economic recovery of Pakistan in the wake
of the Covid-19 pandemic. Yet the sector faces ongoing eco-
nomic and political challenges. The catastrophic floods of
2022 led to escalating fuel, food and electricity costs and a
surging inflation rate. In a recent survey of garment workers,
99 % reported being severely affected by inflation, further
worsening their already precarious economic conditions.®

Working conditions in Pakistan’s textile industry are pre-
carious, and labor rights violations commonplace. The 2024
ITUC Global Rights Index—which rates countries on a scale
from 1 (best) to 5 (worst) on the degree of respect for workers’
rights—ranks Pakistan as 5, indicating workers have effec-
tively no access to internationally recognized labor rights.'

|
3 ECCHR, Zwei Jahre Lieferkettengesetz: Ein
Erfahrungsbericht (2025)

Ibid

CDU, CSU, SPD Coalition Agreement, 60
asiagarmenthub.net/agh-countries/pakistan
ptc.org.pk/pakistans-textile-exports/

N o un b


https://asiagarmenthub.net/agh-countries/pakistan
https://ptc.org.pk/pakistans-textile-exports/

In2012,260 workers died in a fire at the Ali Enterprises tex-
tile factory in Karachi.™ This disaster put a global spotlight
on the hazardous conditions for textile workers, and the fail-
ures of oversight and responsibility of companies in ensur-
ing respect for basic factory health and safety measures in
their supply chains. In the decade since, civil society and
international and local trade unions have continued to docu-
ment systematic labor rights violations in garment factories
in Pakistan. These include non-payment of minimum wages
and pensions, suppression of labor unions, forced overtime,
insufficient breaks and arbitrary dismissal.’

In 2023, Pakistani trade union NTUF conducted a sur-
vey of more than 350 workers in Karachi, with the support
of ECCHR and FEMNET, to assess working conditions in
textile factories known to export to international customers.
The results of this survey clearly indicate that violations of
both domestic and international labor law remain common-
place across the sector.™

Labor rights violations in textile factories
in Karachi identified in the survey

1. Non-payment of minimum wages

Over the past three years the statutory minimum wage for
workers in Sindh has steadily increased, following inten-
sive negotiations and protests led by trade unions. In July

2022 the monthly minimum wage for “unskilled workers”
in Sindh was increased by 40 %, from 17,500 PKR to 25,000

PKR (at the time equivalent to 116 euros).™ In November
2023, it was increased again, retroactively from 1 July 2023,
t0 32,000 PKR per month.’ Most recently, in October 2024 it

was raised to 37,000 PKR."® Despite these increases, this is

far from a “living wage” in Pakistan."”

Securing an increase in the minimum wage was an impor-
tant step forward for labor rights in the Pakistani garment
industry. Yet in practice this progress has been undermined
by significant gaps in enforcement. At the time when the sur-
vey was conducted in 2023, the minimum wage for unskilled
workers was 25,000 PKR—28 % of workers reported not
receiving this amount. Of the workers that reported receiv-
ing the minimum wage, many were carrying out skilled
work, meaning that they were eligible for a higher wage.

However, the survey results cannot adequately assess
whether workers are receiving an “effective wage”. Even
when a worker receives the monthly statutory minimum
wage, if he or she has carried out unpaid overtime or does not
receive any annual leave, the wages will be less than what is
legally due. Furthermore, 80 % of workers stated that they
did not receive a pay slip, preventing them from checking
how many hours they have worked, their wage rate and any
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employer deductions. Minimum wage compliance in Kara-
chi is therefore likely to be even lower than reported.

2. No written contracts

An overwhelming 97 % of workers surveyed did not have a
written contract or employment letter. This is a clear viola-
tion of the law in Sindh, which requires that every worker
receives an appointment letter that expressly includes the
wage."® Many workers reported having signed a contract or
filled in a form when they were hired, but that they never
received a copy. Without a contract, workers are denied
important legal protections; without any documentation
linking them to the factory, workers are not able to effec-
tively resolve workplace disputes or seek legal recourse
when their rights are violated.

At least one-third of the workers that reported not hav-
ing any employment documentation were hired via third-
party contractors, who act as intermediaries recruiting and
managing the workforce on behalf of the factory. Many oth-
ers stated that they were working under verbal contracts.
Less than a quarter reported being directly and permanently
employed by the factory and receiving a fixed monthly
wage. This system allows the factory management to avoid
paying social security and enables it to easily hire and fire
workers depending on production requirements.

. ___________________________________________________|

8  GIZ, Improvement of Labour, Social and
Environmental Standards in Pakistan’s Textile
Industry (January 2024)

9  Labour Behind the Label, Hanging on by a Thread
(2023),5

10 ITUC, 2024 ITUC Global Rights Index

11 www.ecchreu/en/case/kik-paying-the-price-for-
clothing-production-in-south-asia/

12 See Human Rights Watch: “No Room to Bargain™
Unfair and Abusive Labor Practices in Pakistan
(2019)

13 For a detailed analysis of the survey results, see
Femnet and ECCHR, supra note 1

14 cleanclothes.org/news/2022/historic-victory-on-
minimum-wage-win-for-workers-in-pakistans-
sindh-province

15 voicepk.net/2024/03/sindhs-home-based-women-
workers-struggle-to-attain-minimum-wage-
despite-government-increase/

16 As of July 2025, this is equivalent to approximately
110 euros

17 According to the Global Living Wage the gross
living wage in “urban” Pakistan in 2024 was 50,232
PKR

18 Section 3, Schedule to the Sindh Terms of
Employment (Standing Orders) Act, 2015


https://www.ecchr.eu/en/case/kik-paying-the-price-for-clothing-production-in-south-asia/
https://www.ecchr.eu/en/case/kik-paying-the-price-for-clothing-production-in-south-asia/
https://cleanclothes.org/news/2022/historic-victory-on-minimum-wage-win-for-workers-in-pakistans-sindh-province
https://cleanclothes.org/news/2022/historic-victory-on-minimum-wage-win-for-workers-in-pakistans-sindh-province
https://cleanclothes.org/news/2022/historic-victory-on-minimum-wage-win-for-workers-in-pakistans-sindh-province
https://voicepk.net/2024/03/sindhs-home-based-women-workers-struggle-to-attain-minimum-wage-despite-government-increase/
https://voicepk.net/2024/03/sindhs-home-based-women-workers-struggle-to-attain-minimum-wage-despite-government-increase/
https://voicepk.net/2024/03/sindhs-home-based-women-workers-struggle-to-attain-minimum-wage-despite-government-increase/

5. No payment of social security

In Sindh, employers are required to pay contributions
towards worker pension (EOBI) and social security (SESSI)
insurance schemes. However, 84 % of workers surveyed
were either not covered by pension insurance or did not
know if they were covered. Only 13 % of workers were
aware of being registered with SESSI. Many employers fail
to register their employees or to make the required contribu-
tions, and enforcement mechanisms are often weak.

As a result, workers are forced to cover the costs of
essential medical treatment out of their already insufficient
wages. Additionally, with such a large number of workers
not receiving a pay slip, they are not able to verify if deduc-
tions for social security have been made or appropriately
allocated. This lack of accountability of employers not only
undermines trust in the system but also leaves workers
without the critical protections and benefits to which they
are legally entitled, further perpetuating their vulnerability.

4. Excessive working hours
Overtime is common in the textile industry, and has been
linked to the poor sourcing and purchasing practices of inter-
national buyers.' In Sindh, the statutory maximum working
hours are nine hours per day or 48 hours per week. Any work
over this has to be paid double. However, according to our
survey more than half (56 %) of workers were not paid for
overtime hours. Workers reported working up to four addi-
tional hours of overtime per week, with no additional pay.
Many textile workers in Pakistan are contracted on
a piece-rate basis. In Sindh, it is a legal requirement that
piece-rate rate should enable workers to receive the statu-
tory hourly minimum wage. However, the nature of piece
rate work often forces workers to work long hours and skip
breaks in order to meet production targets. Targets may be
unreasonably high, and the pay rate too low to make enough
money without doing overtime.

5. Unpaid holidays

According to Sindh labor law workers are entitled to 10 days

of annual leave as well as 16 days of full pay if they are sick.
This increases to 14 days of annual leave when workers have

been employed by a factory for more than one year. In prac-
tice however, over 40 % of workers in the survey reported

not receiving paid vacation. Some reported wages being

reduced if workers were sick for even a day, or took vacation.
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s. No freedom of association

The Pakistan Constitution grants the right to freedom of
association to every individual.?® Yet in practice, textile
workers face multiple barriers to organize and form trade
unions. In order to officially register a trade union for a
company, workers have to prove that all their members are
employed in the company. If two or more unions are already
registered in a workplace, each new union must prove that
one-fifth of the regular (i.e. with a written contract) employ-
ees in the workplace are members of their union. This makes
official unionization virtually impossible for the majority of
workers (who are employed informally or through third par-
ties and have no employment documents). According to the
survey, 73 % of workers said that there was no active trade
union in their workplace. Workers who nevertheless try to
organize face harassment, threats and sanctions. In garment
factories it is common for workers attempting to unionize to
be arbitrarily dismissed, and for management to alert other
employers to refrain from hiring “troublesome” workers. '
In addition, factory owners actively undermine the right to
freedom of association by establishing “yellow” or “pocket”
unions. These are fake unions whose members are com-
prised of workers that are selected by management without
elections, or in some cases do not even exist. Workers are pre-
vented from forming alternative independent unions, or are
pressured to withdraw their demands or risk losing their jobs.

3

CONNECTING THE DOTS:

GARMENT BRANDS’ DUE DILIGENCE
OBLIGATIONS UNDER THE LKSG

In January 2023, the German Supply Chain Act (LkSG)
entered into force. The law enshrines the concept of human
rights due diligence, established by the UN Guiding Princi-
ples on Business and Human Rights, into German law. As
aresult, the largest companies operating in Germany?2 are
legally required to adopt measures to identify, prevent and
remediate human rights and environmental violations in
their supply chains.

. ___________________________________________________|

19 See Human Rights Watch, “Paying for a Bus Ticket
and Expecting to Fly” (2019)

20 Article 17, Constitution of Pakistan

21 Friedrich Ebert Stiftung , Mapping Labour Unions
in Pakistan (2021), 17

22 Companies that have a registered office, head
office or domestic branch office in Germany and
have at least 1,000 employees in Germany,
Section 1 (1) LkSG



There is no official list of companies that fall within the

scope of the LkSG. However, many German brands and

retailers as well as international fashion brands with a pres-
ence in Germany are likely to be covered. According to

analysis carried out by the Clean Clothes Campaign, in 2023

approximately 30 companies in the apparel industry were in

scope of the law.?® Given that the threshold was lowered in

2024 from 3,000 employees to 1,000 employees, this number

is now likely to be much higher.

3.1

HUMAN RIGHTS RISKS

IN THE PAKISTAN TEXTILE
INDUSTRY UNDER THE LKSG

As one of the major global textile manufacturing hubs,
Pakistan is an important sourcing destination for German
brands and retailers. In 2024 Germany was the fourth larg-
est importer of textiles and clothing from Pakistan, after the
USA, UK and Spain.24

The labor rights violations that we identified in our sur-
vey of textile workers in Karachi are salient human rights
risks for any brand or retailer sourcing from Pakistan, which
should be taken into account as part of human rights due
diligence. The crucial distinction for companies that are in
scope of the LkSG, however, is that taking steps to address
these risks in their supply chain is now a legal obligation.

Section 2(2) LkSG lists the human rights and environ-
mental risks that are explicitly covered by the due diligence
obligation. The most relevant for brands sourcing textiles
from Pakistan are:

1. Prohibition of withholding an adequate living
wage (Section 2(2) No.8 LkSG)

An adequate living wage amounts to “at least the minimum
wage as laid down by the applicable law and, apart from
that, is determined in accordance with the regulations of the
place of employment”. Crucially, this provision sets a higher
threshold than the statutory minimum wage in the country
where the supplier is located, if the minimum wage is not
adequate to provide a decent standard of living to workers.
Given that nearly a third of workers in the survey reported
receiving less than the minimum wage, the assessment of
this risk should be a central part of human rights due dili-
gence for any fashion brand sourcing textiles from Pakistan.
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2. Prohibition of disregarding the freedom of
association (Section 2(2) No.6 LkSG)

The LkSG details three elements of freedom of association:
employees should be able to form or join trade unions; the
formation, joining and membership of a trade union should
not be used as a reason for unjustified discrimination or
retaliation; and trade unions should be free to operate in
accordance with the applicable law of the place of employ-
ment. Moreover, trade union rights, freedom of associa-
tion and the right to strike are crucial means of introducing,
maintaining and defending just and favorable conditions of
work, including wages.

3. Prohibition of disregarding occupational safety and
health (OSH) obligations (Section 2(2) No.5 LkSG)

The applicable OSH obligations relevant to the due diligence

obligation are defined according to the law of the place of
employment, in situations where their violation gives rise to

the risk of accidents at work or work-related health hazards.
This includes obviously insufficient workplace safety stand-
ards; the absence of appropriate protective mechanisms for
exposure to harmful substances; the lack of measures to

prevent excessive physical and mental fatigue; and inappro-
priate training of employees.

Excessive overtime and non-compliance with mini-
mum break regulations, which were recorded in our survey,
could constitute a violation of this prohibition.?® Further-
more, the lack of adequate fire safety measures in Paki-
stan garment factories has been documented extensively by
civil society.?® The Pakistan Accord, which has been signed
by more than 130 brands, was specifically established to
address health and safety risks in textile factories.?” The
adoption of measures to prevent, end or minimize OSH-
related risks should therefore be an integral part of garment
brands’ due diligence obligations.

. ___________________________________________________|

23 www.saubere-kleidung.de/lieferkettengesetz-fuer-
wen-es-ab-2023-gilt/

24 Pakistan Business Council, Pakistan’s Trade with
the European Union (EU) and its Member States
(2025), 6

25  BT-Drs. 19/28649, 37

26 Clean Clothes Campaign, Workers’ lives at risk:
how brands profit from unsafe factory work in
Pakistan (2022)

27 internationalaccord.org/countries/pakistan/


http://www.saubere-kleidung.de/lieferkettengesetz-fuer-wen-es-ab-2023-gilt/
http://www.saubere-kleidung.de/lieferkettengesetz-fuer-wen-es-ab-2023-gilt/
https://internationalaccord.org/countries/pakistan/
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3.2 4
THE DUE DILIGENCE

OBLIGATION FOR GARMENT

BRANDS UNDER THE LKSG

The LkSG imposes specific due diligence obligations on
large companies that have a registered office, a head office
or a branch office in Germany and at least 1,000 employ-
ees in Germany.2® Companies that are covered by the law  s.
must observe these obligations in an appropriate and effec-
tive manner, with the objective of preventing or minimizing
the realization of the human rights and environmental risks
listed in the law.2®
In principle, the entire supply chain of a company is cov-
ered by the due diligence obligation.3° For garment brands,
this would include the production of raw materials such as
cotton, and encompass all fabric processes such as spinning,
processing and dyeing, to the final production of a garment.
However, the law makes a distinction according to whether
the risk or violation occurs in the company’s own business
area, direct suppliers or indirect suppliers. Indirect suppli- .
ers are only covered by the due diligence obligation on an
ad hoc basis, where the company has actual indications that
violations might be possible (“substantiated knowledge”).
Human rights risks such as non-payment of adequate =
wages, violations of freedom of association and forced labor
have been widely documented across the entire garment .
supply chain, especially in major textile hubs such as Paki-
stan, China and India. As a result, indirect suppliers located
in high-risk countries should be considered to meet the sub-
stantiated knowledge threshold, and be included within a
company’s due diligence obligation.3'

The LkSG specifies eight due diligence obligations

that companies must observe

1. Theestablishment of a risk management system in which
individual due diligence measures are appropriately and
effectively developed and integrated into all relevant
business processes (Section 4 LkSG). 30

2. Ariskanalysisin the company’s own business area and
direct suppliers, which weighs and prioritizes identified
risksappropriately (Section 5 LkSG). Indirect suppliersare
onlyincluded onan ad hocbasis (Section 9(3) No. 1 LkSG)

3. The issuance of a human rights policy statement, that
describes the procedures by which the company imple-
ments its due diligence obligation, including priority
risks and the formulation of expectations for its suppli-
ers (Section 6(2) LkSG). 2

28

29

31

Where risks are identified, the implementation of appro-
priate preventive measures in the company’s own busi-
ness area (Section 9(3) LkSG) and vis-a-vis its direct

suppliers (Section 6(4) LkSG). Preventive measures

must be taken with regard to indirect suppliers if the

company has actual indications that make a violation

appear possible (Section 9(3) No.2 LkSG).

Where violations occur or are imminent in the business

area or at direct suppliers, the adoption of appropriate

remedial measures to prevent, end or minimize the vio-
lation (Section 7(1) and (2) LkSG). For violations at indi-
rect suppliers, the company must take reasonable efforts

to remedy (Section 9(2) No.3 LkSG). Withdrawal or ter-
mination of business relationships is only permitted in

particular circumstances where the violation is very

serious, remedial measures have failed to address the

violation, the company has no less severe means at its

disposal and increasing its ability to exert influence has

no prospect of success (Section 7(3) LkSG).

The establishment of an internal complaints procedure

that enables affected parties to report human rights and

environmental risks and violations in the company’s

supply chain (Section 8 LkSG).

Internal documentation of measures taken to fulfil the

due diligence obligation (Section 10(1) LkSG).

The preparation of an annual report on identified risks,
measures taken and an evaluation of their effectiveness

(Section 10(2) LkSG).32

When the LkSG entered into force the personal
scope was 3,000 employees. As of 1 January 2024 it
was lowered to 1,000 employees in Germany.
ECCHR, German Supply Chain Act:
Implementation from below (2023), 3

Section 2(5) LkSG: “The supply chain...includes
all steps in Germany and abroad that are necessary
to produce the products and provide the services,
starting from the extraction of the raw materials to
the delivery to the end customer”

According to the BAFA’s FAQs, it is sufficient that
indications exist that violations could be “possible”.
This can be established via media report, reports
by NGOs and notifications on the internet if they
are common knowledge because they are known
industry-wide www.csr-in-deutschland.de/EN/
Business-Human-Rights/Supply-Chain-Act/FAQ/
faq.html 6.13

According to the draft law amending the LkSG,
issued 2 September 2025, the reporting obligation
will be abolished retroactively. This obligation had
previously been suspended from autumn 2024 until
1 January 2026.


https://www.csr-in-deutschland.de/EN/Business-Human-Rights/Supply-Chain-Act/FAQ/faq.html
https://www.csr-in-deutschland.de/EN/Business-Human-Rights/Supply-Chain-Act/FAQ/faq.html
https://www.csr-in-deutschland.de/EN/Business-Human-Rights/Supply-Chain-Act/FAQ/faq.html

The LkSG provides examples of measures that companies
should adopt to prevent and mitigate the realization of human
rights and environmental risks, and remedy violations. How-
ever, the due diligence obligation is not intended to be a
tick-box exercise. Rather, the law emphasizes that the meas-
ures adopted must be appropriate and effective to reduce or
end the risks or violations that the company has identified.

3.3
TESTING THE LKSG:
ENGAGEMENT WITH BRANDS
AND RETAILERS
Between January and June 2023, over 350 garment workers
in Karachi were interviewed by NTUF. All of the workers
were employed at factories known to supply international
brands and retailers. We were able to link these factories to
specific brands and retailers using public supplier lists as
well as information provided by interviewed workers who
identified company labels they had sewn into garments.

Following an analysis of the survey results, we identi-
fied 10 factories where a large number of workers were not
receiving the statutory minimum wage.** In these factories
there were also widespread indications of unpaid overtime,
non-payment of social security, lack of written contracts
and workers not receiving pay slips. Based on the supply
chain information available, we identified the following
companies that fall within the scope of the LkSG as being
potential buyers from these factories:
«  AldiSud34

C&A3S

Inditex3€

KiK?”

Peek & Cloppenburg?3®

Primark3®

Tom Tailor4°

In light of the clear indications of human rights risks at their
suppliers, NTUF, ECCHR and FEMNET submitted com-
plaints to the internal grievance mechanisms of these seven
companies, highlighting areas of potential non-compliance
with the LkSG. The complaints called on each company to
fulfil its due diligence obligation with respect to the pay-
ment of an adequate wage, and requested that the company
inform us of the specific due diligence measures taken.

All companies responded to the complaints filed. 4
However, the level and content of company engagement var-
ied significantly. We engaged in substantive bilateral dis-
cussions with some brands such as KiK, whereas others
provided minimal information and showed little interest in
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continued exchange. We found this surprising, considering
that under the LkSG these companies are required to carry
out appropriate human rights due diligence when provided
with reports of actual or potential human rights violations
in their supply chain.4?

Two years since we filed these complaints, we have been
unable to identify any significant improvements in work-
ing conditions in the factories we identified as supplying
to these brands. Although in some instances companies
reported to us that corrective action plans had been adopted
by supplier factories to improve compliance with domes-
tic labor standards, on the whole the issue of payment of an
adequate wage was not sufficiently addressed. Based on our
assessment, this indicates potential non-compliance with
the LkSG.

. ___________________________________________________|

33 At the time of the survey, the minimum wage was
28,000 PKR

34 The LkSG applies to the German companies that
are part of the Aldi Siid Group

35 C&A Mode GmbH & Co KG is the German entity
of C&A, located in Diisseldorf

36 Parent company Inditex has several German
subsidiaries. For the purposes of the complaint,
we assessed that KG Zara Deutschland BV. &Co,
which has its registered office in Hamburg, met the
threshold of the LkSG

37 KiK Textilien und Non-Food GmbH is
headquartered in Bonen

38 Peek & Cloppenburg KG, Dusseldorf

39 Primark Mode Ltd.& Co KG is a subsidiary of
Primark, with its registered office in Essen

40 At the time of analysis in 2023, Tom Tailor did
not meet the employee threshold under the LkSG
as it had fewer than 3,000 employees in Germany.
However, when the threshold was lowered in 2024
to 1,000 employees the company was covered by
the law.

41 C&A, Aldi Std and Peek & Cloppenburg responded
that the factories mentioned in the complaints were
not current suppliers, but did take steps to review
the allegations. Based on supply chain information,
these companies source from other factories
located in Karachi.

42 Section 8 LkSG



4
USING THE LKSG TO IMPROVE
WORKING CONDITIONS IN
PAKISTAN'’S TEXTILE FACTORIES:
DIVERGENCES IN LAW AND
PRACTICE

Our primary goal in submitting complaints to the seven
brands was to use the LkSG to address and prevent the non-
payment of adequate wages in textile factories in Karachi. It
also presented an important opportunity to assess the extent
to which these companies were responding to their due dil-
igence obligations under the LkSG when provided with
information through their complaints mechanisms. The law
includes non-payment of adequate wage as a human rights
risk that is covered by the due diligence obligation. The law
also clearly lays out the specific due diligence steps to ful-
fil this obligation.

We have identified a clear divergence between the legal
obligations in the LkSG and company practice. Three gen-
eral conclusions emerged from our brand outreach:

1. Insufficient consultation with affected stakeholders.
Complaint mechanisms were not easily accessible and
there was minimal communication with the reporting
parties during the process. In particular, all of the com-
panies failed to effectively and appropriately engage
with the reporting parties to develop appropriate pre-
ventive or remedial measures. As one of the reporting
parties was local trade union NTUF with a long-estab-
lished history organizing garment workers and specific
expertise on the labor rights situation in Karachi, we
found this lack of engagement particularly concern-
ing. The overall lack of transparency from companies
towards the reporting parties—both during the process
of reviewing the complaints as well regarding their sup-
ply chain relationships—creates a significant barrier to
the effective implementation of the LkSG.

2. Overreliance on social audits.
All of the companies relied on social audits to identify
and monitor labor rights conditions at suppliers. In gen-
eral, audit findings appeared to be taken as the only reli-
able indicator of actual or potential rights violations,
even when they directly contradicted information pro-
vided by NTUF. Despite clear evidence that audits are
not appropriate nor effective in identifying wage issues
in garment factories, we have seen no shift away from
this practice in Pakistan since the adoption of the LkSG.
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s. Failure to address purchasing practices.

The LkSG requires that companies develop and imple-
ment appropriate procurement strategies and purchas-
ing practices to prevent or minimize human rights risks.
Although there is a clearly established link between pur-
chasing practices and non-payment of adequate wages

in the garment industry, no company engaged with us

on, or took steps to address the role of, its purchasing

practices in the non-payment of adequate wages at its

Pakistan supplier factories.

We have assessed the brands’ responses to our complaints
and subsequent engagement according to their obligations
under the LkSG. The following section provides a detailed
analysis of key aspects of the due diligence obligation rele-
vant to the risks of non-payment of adequate wages.

4.1

RIGHT TO AN ADEQUATE WAGE:
WIDE SCOPE OF PROTECTION

UNDER THE LKSG

Non-payment of an adequate wage is one of the eleven
human rights risks listed in Section 2(2) LkSG that are cov-
ered by the due diligence obligation.*® The text explicitly
refers to an adequate living wage that “amounts to at least
the minimum wage as laid down by the applicable law”.
Therefore, in situations where the statutory minimum wage
cannot be considered “adequate”, the LkSG establishes a
higher threshold. According to the explanatory memoran-
dum to the LkSG, the determination of an adequate wage
should be interpreted according to the right to an adequate
standard of living under Article 7(a)(ii) of the International
Covenant on Economic Social and Cultural Rights (ICE-
SCR), according to which workers have a right to remuner-
ation that provides a decent living for themselves and their
families.#* This concept takes into account external fac-
tors other than wages, such as the cost of living and other
prevailing economic and social conditions in the coun-
try.45 The pay received should be sufficient to enable the
worker and their family to enjoy social security,*® health

. ___________________________________________________|

43 Section 1(2) No.8 LkSG

44 BT-Drs. 19/28649 at 38

45 Committee on Economic, Social and Cultural
rights, “General Comment No.23 on the right to
just and favourable conditions of work, UN Doc
E/C.12.GC23 (2016) at 18

46 BT-Drs. 19/28649 at 38



care, education and an adequate standard of living includ-
ing food, water and sanitation, housing, clothing and addi-
tional costs such as commuting costs.4”

Therefore, in countries where the statutory minimum
wage is too low to ensure workers’ have an adequate live-
lihood, a higher wage (“Living Wage”’) should become the
benchmark against which companies assess wages paid to
workers by their supplier companies. Companies should
assess living wage gaps as part of their risk analysis process,
in order to identify higher-risk locations or business relation-
ships. Where these risks are identified, companies should
request information from their suppliers on the wages that
workers receive, and compare it to the living wage rate in
that country. This can be complemented with information
received through external sources on the country context and
legal frameworks, and verified with external stakeholders.*®

CALCULATING
THE LIVING WAGE

In 2024 the ILO defined the living wage as “the wage level
that is necessary to afford a decent standard of living for
workers and their families, taking into account the country
circumstances and calculated for the work performed dur-
ing the normal hours of work”.4® According to the LkSG,
the adequate living wage should be calculated according to
the standard of the place of employment.*® Where this is not
defined, the Anker Methodology is one method that could
be used to estimate the local living wage.®' This is defined
as: “remuneration received for a standard work week by
a worker in a particular place sufficient to afford a decent
standard of living for the worker and her or his family. Ele-
ments of a decent standard of living include food, water,
housing, education, health care, transport, clothing, and
other essential needs, including provision for unexpected
events.”*?

According to the Global Living Wage Coalition, the
estimated living wage for urban areas in Pakistan is 50,232
PKR.53 This takes into account the high inflation rates in
Pakistan in recent years.

Company practice

Of'the seven brands, only C&A 54, Inditex *5 and Primark >®
include an explicit obligation for suppliers to pay work-
ers an adequate wage in their codes of conduct. Yet none
of the three provide information on the methodology they
use to assess wage compliance at their suppliers, or pub-
lish any supplier wage data.?? Whereas in 2021 Aldi Siid
issued a statement in support of living wages in its supply
chain®®, according to its Business Partner Sustainability
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Standards published in 2023, suppliers are only required
to comply with minimum wage legislation in the place of
employment.5®

Following the submission of our internal complaints,
Aldi Siid and Primark acknowledged that subsequent audits
had identified wage violations at the named suppliers. How-
ever, their communications did not indicate whether these
were violations of minimum wage, or non-payment of an
adequate wage as defined under the LkSG. None of the com-
panies we engaged with specifically mentioned to us that
they had carried out any assessment of adequate wages as
part of their due diligence obligation.

. ______________________________________________|]

47 Ibid

48 OECD, Handbook on due diligence for enabling
living incomes and living wages in agriculture,
garment and footwear supply chains, (2024) 28

49 www.lo.org/resource/news/ilo-reaches-agreement-
issue-living-wages

50 In Pakistan the Supreme Court ruled that statutory
minimum wage must be sufficient to cover the
basic living needs of workers and their families for
housing, food, education, health, leisure, clothing,
hygiene, transport and social security

s1  www.csr-in-deutschland.de/EN/Business-Human-
Rights/Supply-Chain-Act/FAQ/faq.html at 54

52 www.globallivingwage.org/about/anker-
methodology/

53 Based on family living expenses and living wages
for the city of Sialkot, in the province of Punjab
(Living Wage Update Report: Urban Sialkot,
Pakistan, June 2024)

54 C&A Code of Conduct www.c-and-a.com/image/
upload/v1681742898/corporate/pdf/reporting/
suppliers-business-partners/C_A_Code_of
Conduct_March_2023.pdf

s5 Code of Conduct for Manufacturers and Suppliers
Inditex Group www.inditex.com/itxcomweb/api/
media/8cd88d29-0571-43d5-a6¢3-a6¢c34671edcl/
inditex_code_of conduct_for manufacturers_and_
suppliers.pdf

s6 Primark Code of Conduct 2023 primark.a.bigcontent.
io/vl/static/Primark-
Code-of-Conduct-2023-English

s7 Inits response to this report, Primark notes that it
has commissioned and funded research by the Anker
Research Institute in partnership with the Global
Living Wage Coalition to provide new and updated
Anker methodology living wage benchmarks for
Bangladeshh, Cambodia, Turkey and Vietnam. These
will be available publicly

58 Aldi South Group, Business Partners Sustainability
Standards (2023) sustainability.aldisouthgroup.com/
files/2023-business-partner-sustainability-standards

s9 sustainability.aldisouthgroup.com/files/2023-
business-partner-sustainability-standards p.5
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http://www.inditex.com/itxcomweb/api/media/8cd88d29-0571-43d5-a6c3-a6c34671e4c1/inditex_code_of_conduct_for_manufacturers_and_suppliers.pdf
http://primark.a.bigcontent.io/v1/static/Primark-Code-of-Conduct-2023-English
http://primark.a.bigcontent.io/v1/static/Primark-Code-of-Conduct-2023-English
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Based on this experience, it appears that the companies are

limiting their due diligence efforts to assessing whether their
suppliers are paying a minimum wage, rather than the higher
standard of an adequate living wage as required under the

LkSG. For example, whereas C&A’s Sustainability Report
notes that workers should receive an adequate wage that
should “at a minimum, meet the basic needs of individuals

and their dependents and allow for a discretionary income

to lead a modest, but decent life”, on the basis of our engage-
ment with the company, it appeared that its risk analysis only
covered supplier compliance with local minimum wage

requirements. This is despite the company noting that wages

for garment workers are oftentimes too low for a decent

standard of living in most production countries.°®

4.2

RISK ANALYSIS:

IDENTIFYING RISK FACTORS

FOR NON-PAYMENT OF ADEQUATE
WAGE IN THE SUPPLY CHAIN

Risk analysis is a cornerstone of human rights due dili-
gence, enabling companies to identify and assess any actual
or potential adverse human rights impacts with which they
may be involved.®' In the LkSG, a differentiation is made
between the regular risk analysis of human rights and envi-
ronment-related risks in the business area and direct sup-
pliers (Section 5(1) LkSG), and that at indirect suppliers
(Section 9(3) LkSG). Companies are only required to carry
out arisk analysis for indirect suppliers on an ad hoc basis
when they have substantiated knowledge that a violation
may be possible (Section 9(3) LkSG). The law also specif-
ically provides that an ad hoc risk assessment should take
place based on the findings of complaints filed via inter-
nal grievance mechanisms (Section 5(4) LkSG). Once risks
have been identified, they must then be weighed and prior-
itized in a way that is “appropriate” (Section 5(2) LkSG).%2
Companies are expected to take a proactive approach
to assessing both sector-specific and country-specific risks
under the LkSG. Guidance from the BAFA states that an
abstract risk assessment should first be undertaken to assess
potential risks in a company’s sectors and countries of oper-
ation and procurement, using publicly available sources
such as media reports, indices or information from industry
initiatives.®3 For those identified risk areas, a concrete risk
assessment should then be carried out, to ascertain whether
these risks exist at its suppliers. This includes reviewing
public reports, findings from complaints procedures or car-
rying out consultations with rights holders or their rep-
resentatives.®* Although companies’ have discretion in
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weighing and prioritizing the identified risks, the BAFA
notes that geographical and contextual risk factors (such as
those known to exist in Pakistan) and industry-specific risk
factors (such as those known to exist in the textile supply
chain) should be taken into account. s

The risk of non-payment of an adequate wage is known
to exist at all stages of the garment supply chain that are
labor-intensive and employ low-income workers. Exam-
ple garment-specific risk factors identified by the OECD
include location (e.g. regulatory framework, governance,
socio-economic context such as high inflation rate and high
illiteracy rate), business and sourcing model (e.g. high num-
ber of products and suppliers, use of intermediaries and
sub-contracting) and sector risks (e.g. informal workforce,
temporary contracts, piece-rate, use of employment agen-
cies and lack of collective bargaining).®®

Once the sections of the supply chain that hold highest
risks of non-payment of adequate wage have been identified,
companies should then carry out supplier-level assessments
that compare the actual wage received by workers with a
living wage benchmark.8” Wage-related risk assessments
should cover whether workers are adequately informed of
their wages, payments are made on-time, workers’ are pro-
vided with clear wage statements that they can read, com-
pulsory bonuses and/or allowances are provided, legally
required leave is paid, and all relevant social security con-
tributions are paid, collected and submitted.®®

. ___________________________________________________|

60 C&A, Sustainability Report 2023, 66

61 OHCHR, “Guiding Principles of Business and
Human Rights” HR/PUB/11/04 (2011), Guiding
Principle 18

62 Section 3(2) LkSG.

63 BAFA, FAQ on the risk-based approach (2025), 2

64 Ibid,3

65 Ibid

66 See OECD supra note 41, at 30

67 Ibid, 32

68 OECD, Due Diligence Guidance for Responsible
Supply Chains in the Garment and Footwear Sector
(2018), 154



RISK FACTORS FOR
NON-PAYMENT OF AN ADEQUATE
WAGE IN THE PAKISTAN

TEXTILE INDUSTRY

1. Widespread use of piece rate. As the piece rate is set
so low, workers are often required to do overtime
or skip breaks in order to meet production targets. If
there are indications that a factory is employing work-
ers on a piece rate basis, then additional checks should
be carried out by companies to verify the actual wage
received by workers. Over the long-term, piece rate pay-
ments are not compatible with living income and wages
in formal manufacturing settings, and are identified in
the OECD Garment Guidance as a risk factor for ade-
quate wages. °

2. Unpaid overtime and no annual leave: Whether work-
ers receive an adequate wage should be assessed based
on the “real” wage that workers receive. If workers
receiving a minimum wage are in practice required by
their employer to work additional hours and yet receive
the same amount of pay, the total hourly rate received
amounts to less than the minimum.

3. Cost of living: Pakistan has experienced high inflation
rates in recent years, jumping as high as 38 % in 2023.
This has had a significant impact on garment workers,
with the cost of household expenses such as food and
travel rising. Therefore, despite the recent rises in the
statutory minimum wage for unskilled workers, the
current average household income often fails to meet
workers’ cost of living.

The risk analysis should also be informed by stakeholder con-
sultations, in accordance with Section 4(4) LkSG. In estab-
lishing a risk management system to comply with its due
diligence obligations, companies must give “due considera-
tion to the interests” of specific stakeholders, including per-
sons that are “directly affected in a protected legal position by
the economic activities of the enterprise or by the economic
activities of an enterprise in its supply chains.” Although the
LkSG does not explicitly require that stakeholders must be
included in the risk analysis process, the implementation of
this obligation should be carried out in a way that is aligned
with international standards on responsible business conduct.
According to the UNGPs, the identification and assessment of
human rights risks should include “meaningful consultations
with potentially affected groups and other relevant stake-
holders, taking into account the size of the business enter-
prise and the nature and context of its operations.””°

The LkSG also specifically notes that risk analysis
should be “appropriate” to identify the human rights risks at
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its direct suppliers. Therefore, for certain human rights risks
that can be hard to assess, including wage violations, it should
be considered appropriate to consult with stakeholders with
specific expertise in this field. For example,local trade union
representatives and workers’ representatives should be
involved in wage-related assessments, to verify supplier-
level wage data as well as determine whether there is a dis-
crepancy between real wages and wages that satisfy the basic
needs of workers and their families. 7!

It is commonplace for companies to hire auditors or
standard-setting organizations to carry out their human
rights risk analysis. Whereas this has been recognized as
a possible tool to be used to facilitate risk analysis by map-
ping country or sector-risks, it does not replace a compa-
ny’s obligation to carry out its own risk analysis under the
LkSG.72 Simply relying on contractual assurances from
suppliers instead of conducting a risk analysis may be con-
sidered by the BAFA as non-compliance with the due dil-
igence obligation.”® Crucially, the guidance issued by the
BAFA on standards, audits and certifications notes that
standards are insufficient in assessing labor rights including
the right to freedom of association, forced labor, protection
against gender violence and discrimination or the rights of
particularly vulnerable groups such as informal workers.”*
This because as a rule, audits cannot easily uncover unpaid
overtime and lost wages in supplier factories.”®

A risk analysis should also be initiated on an ad hoc
basis, when a company receives a report via its complaints
mechanism. 7® Guidance from the BAFA notes that investi-
gations into complaints should involve persons potentially
impacted or their representatives.”” Although audits could
be a method to verify information received in a complaint,
they cannot be considered appropriate if they only include a
documentation review or interviews with factory manage-
ment. Crucially, the BAFA states that audits must be sup-
plemented by interviews with workers offsite, carried out
by an independent and impartial organization in a way that
ensures worker security and confidentiality.”®

. ___________________________________________________|

69 See OECD supra note 41, at 33

70 See OHCHR supra note 53, Guiding Principle 18(b)

71 See OECD supra note 60, at 156

72 BAFA, Guidance Standards, audits and
certifications as instruments in the due diligence
process (2024), 11

73 See BAFA supra note 55, at 4

74 See BAFA supra note 64, at 19

75 Ibid

76 Section 5(4) LkSG

77 See BAFA supra note 64, at 15
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Company practice

Most of the seven companies we engaged with have iden-
tified the risk of non-payment of wages as a human rights

risk as part of their sustainability reporting.”® Only Inditex

and Primark specifically mention Living Wage as a “prior-
ity impactarea” in their sustainability reports, although they
do not explain to what extent this corresponds with specific

human rights risks they have identified in their supply chain.®°

In our communications with brands, only C&A and Pri-
mark mentioned that wage issues in Pakistan were assessed
as part of their annual risk analysis. Primark stated that it
had carried out a specific risk assessment in Sindh follow-
ing the increase in the minimum wage in 2023 but did not
mention whether this assessment incorporated the right
to an adequate wage.®' C&A mentioned that as part of its
abstract risk assessment, it had noted a country-specific risk
for wage issues and infringements of social security bene-
fits in Pakistan.®? This seems to contradict C&A’s 2023 Sus-
tainability Report which states that “wage-related incidents
occur relatively frequently in the countries mentioned?®3 yet
regularly only relate to individual workers and are therefore
not considered as indications of a systemic issue affecting
alarge number of workers.”#* In its Sustainability Report,
Tom Tailor notes that it has established a “living wages” KPI
that is assessed by collecting wage data from its suppliers;
according to this data only 45 % of its workforce in Pakistan
in earning a living wage.®®

Following the submission of our complaints, most of
the brands informed us that they had initiated ad-hoc risk
assessments of the specific suppliers mentioned, which
were carried out by either in-house teams or third-party
auditors. Primark, C&A and Tom Tailor noted that they had
also conducted a wider risk assessment of working condi-
tions of their supplier factories in Pakistan, which had been
prompted by the complaint.

Aldi Stid was the only company that mentioned con-
ducting off-site worker interviews as part of its ad hoc risk
assessment.®® According to the company, this investiga-
tion identified issues of payment below minimum wages,
non-payment of benefits and social security and excessive
overtime at the factory that was named in the complaint.®”
Although this is good practice, Aldi Siid did not provide us
with any details on the methodology used in this investiga-
tion, or to what extent these findings were then incorporated
into its overall risk assessment under the LkSG.28 Primark
noted that worker interviews are a key part of its audit pro-
cess, as part of both individual and group interviews. How-
ever, based on the information the company provided to
us, these interviews are conducted at the factory. On-site
worker interviews are not considered to be a reliable source
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of information on labor conditions, as workers are unlikely
to feel able to speak freely at their workplace, even if man-
agement is not present.

Peek & Cloppenburg did not mention involving any
external independent actors in its risk assessment process.
Instead, after receiving the complaint the company noted
that it had sent wage questionnaires to all of its suppli-
ers. According to the communication we received, as the
answers did not contain any indications of wage violations,
the company determined that it was not required to take
action under the LkSG.89 Based on our knowledge, no fur-
ther steps were taken by the company to verify the informa-
tion provided by its suppliers such as audits or discussions
with local trade unions.

WHY AUDITS ARE

INSUFFICIENT TO IDENTIFY
NON-PAYMENT OF

ADEQUATE WAGES IN PAKISTAN

Standard auditing companies are not well-suited to detect
human rights abuses, especially in countries like Paki-
stan, where retaliation against workers who assert their
rights, union-busting, and violence against trade unionists
are common. Workers often do not trust auditors enough
to speak openly about their actual problems due to fears of
being fired, threats to themselves or their families, black-
listing, or even physical violence. Moreover, in its guidance
on guidance on audits and certification, the BAFA notes that
the standard practice of brands paying auditors can create a
conflict of interest and raise concerns about the impartiality
and objectivity of the process.®°
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79 Aldi, Primark, KiK, C&A, Tom Tailor

80 Inditex Sustainability Report 2024, p.262

81 In-person meeting, 22 January 2024

82 Email communication 3 November 2023

83 This includes Pakistan

84 See C&A supra note 59, at 66

85 Tom Tailor Sustainability Report (2024), 25

86 Letter from Aldi Siid, 13 October 2023

87 According to the information provided by Aldi Siid,
this factory was no longer a supplier of a German
entity of Aldi Stid and therefore fell outside of
the scope of the LkSG. The company did not
indicate what steps it had taken to carry out similar
assessments of active suppliers located in Karachi

88 According to Section 5(4) LkSG, findings from the
processing of reports under Section 8(1) are to be
taken into account in the risk analysis

89 Letter from P&C, 11 January 2024

90 BAFA, supra note 64, at 19



Therightto organize inatrade unionis a fundamental human
right. Information provided to brands through unions should,
therefore, be regarded as more trustworthy than audit results—
not the other way around. If a brand decides to outsource a
risk assessment or fact-finding mission, it should entrust
this responsibility to an independent non-profit organiza-
tion rather than to a company with vested financial interests.

In many cases, the audits that were commissioned by
the brands did not find the rights violations we reported in
our complaints. This is not surprising, especially if audi-
tors only carried out on-site visits, i.e. auditors asking work-
ers about their working conditions inside the factory. Under
these circumstances, with management either in the same
room or just around the corner, no worker is going to report
rights violations truthfully for fear of retaliation. In tex-
tile factories in Karachi, where many workers are informal,
commissioning an audit is simply the wrong tool to verify
the complaints on the ground; if auditors only review fac-
tory records or speak to workers officially on the payroll,
they will not be able to effectively assess the existence of
violations. Prioritizing ineffective audits rather than infor-
mation provided by affected stakeholders and local trade
unions ultimately undermines the aim of human rights due
diligence and hinders the effective prevention of human
rights violations.

4.3

PURCHASING PRACTICES
AND NON-PAYMENT

OF ADEQUATE WAGES

Companies can cause or contribute to human rights risks

in their supply chains through their own business practices.
The LkSG explicitly recognizes the connection between

company purchasing practices and human rights viola-
tions; according to Section 6(3), where a company identifies

a human rights risk it must develop and implement appro-
priate procurement strategies and purchasing practices to

prevent or minimize this risk. Furthermore, the explana-
tory memorandum to the law emphasizes how purchasing

can play a decisive role in avoiding or minimizing human

rights risks, as “the determination of delivery times, pur-
chase prices or the duration of contractual relationships can

have a significant influence on whether a human rights risk
at a supplier is avoided or possibly increased.”® It calls on

companies to include the actions to be taken to minimize

or prevent identified risks connected to individual procure-
ment steps (e.g. product development, order placement, pur-
chasing, production lead times) within their internal codes

of conduct.®?
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There is a well-established link between company purchas-
ing practices and non-payment of adequate wages. Irre-
sponsible purchasing practices can make it difficult for
brands’ suppliers to pay workers’ fair wages, and some-
times to even comply with minimum wage legislation.®3
According to a survey carried out by the ILO, only 25 %
of suppliers reported that their customers were willing to
incorporate statutory increases in the minimum wages of
suppliers’ countries.®* Low FOB prices (the price at which
the seller delivers goods to the buyers) do not allow factories
to increase wages, as they continuously put under pressure
by buyers to sell below costs. How companies conduct their
purchasing can also directly undermine any preventive
measures they may have adopted to address human rights
risks vis-a-vis their direct suppliers. This is commonplace
in the garment industry, where the practices of major fash-
ion brands can create the conditions for labor rights viola-
tions in their supplier factories. Examples of poor practices
include inadequate planning and forecasting and downward
price negotiations, late approvals and payments, and prices
for goods that do not cover costs of production.®®

To prevent or mitigate living wage gaps companies
should engage with workers and trade unions in their supply
chains to understand whether the wages they receive sup-
port a decent standard of living. In accordance with the pro-
visions of Section 4(4) LkSG on stakeholder engagement,
workers and their trade union representatives should also
be actively involved in the design and implementation of
action plans adopted by companies to ensure responsible
purchasing.®®

Company practice

Addressing unfair purchasing practices is a priority topic in
the garment industry. As a consequence, many of the larg-
est fashion brands have issued statements acknowledging
the role of purchasing practices in enabling suppliers to pay
workers an adequate wage. For example, Aldi Siid notes that
itis “committed to assessing the impact of our purchasing
practices and to continuously implementing measures for
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improvement by cooperating closely with our Buying teams
and suppliers. [...] We actively support and advocate for
greater wage and income transparency at production level
in order to support the most effective strategies for achiev-
ing living wages and living incomes. By offering our pro-
ducers transparency, we want to ensure a fair dialogue and
sourcing process.” %’

Of the brands we engaged with, C&A, Inditex and
Primark are members of ACT, a multi-stakeholder initia-
tive with the goal of enabling long-term improvements in
wages and working conditions in the apparel industry. As
ACT member brands, they are required to commit to change
their purchasing practices that prevent the payment of living
wages, through five concrete steps.®®

C&A®° and Primark'°° have published responsible
purchasing practices policies that include explicit commit-
ments to ring-fence labor costs in price negotiations.’ In its
reports submitted under the LkSG, KiK lists the steps it has
taken in relation to its purchasing practices.’®? For exam-
ple, the company emphasizes that the average duration of
its contractual relationships is 5 years, which leads to better
predictability for suppliers and better utilization of produc-
tion capacity and therefore reduces overtime and promotes
secure continued payment of wages. However, it does not
mention anywhere whether and how it ensures that its pur-
chase prices guarantee the payment of appropriate wages
and other compliance with local labor law. With regard to
prices, it merely mentions that suppliers are trained to calcu-
late their costs and prices transparently.'®® This undermines
the central idea that the costs for living wages should be
included in the price to be calculated and paid by the buyer,
instead of shifting the responsibility solely onto the supplier
(especially when suppliers are under structural pressure to
offer low prices in order to win customers).

None of the seven brands provided us with any informa-
tion on the steps they were taking to ensure that their pur-
chasing practices enabled the payment of an adequate wage
in their supplier factories in Karachi, despite this being a
clear request our complaints. For example, no company
explained how wages were included in the calculation of
their purchase prices, nor how they had factored in the sig-
nificant increase in the minimum wage in Sindh into their
prices paid to suppliers located there.04

In the months following the submission of the com-
plaints, we witnessed the impact of unfair purchasing prac-
tices on workers in Karachi. At Mount Fuji, a textile factory
supplying KiK that had been the subject of our complaint,
140 workers were dismissed with no notice, in violation of
local labor law. According to the factory management, the
reason for the dismissal was KiK rejecting orders due to
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quality control issues. Despite our attempts to engage with

KiK on this issue, the company did not provide us with suf-
ficient information on the steps it was taking to identify how

its purchasing practices may have been committed to the

dismissal of the workers, or to the measures it was adopting

to prevent this from occurring in the future.

4.4

PREVENTING HUMAN RIGHTS
RISKS AT DIRECT SUPPLIERS:
IMPLEMENTING APPROPRIATE
AND EFFECTIVE MEASURES

Where a risk analysis identifies actual or potential human
rights risks at direct suppliers, companies are required to
adopt measures to prevent their occurrence (Section 6(4)
LkSG). The law lists four examples of preventive measures:
conducting human rights assessments of potential suppli-
ers prior to contracting; contractually stipulating that sup-
pliers comply with codes of conduct; implementing training
measures to on codes of conduct; and risk-based implemen-
tation of contractual control mechanisms. This is an indica-
tive, not an exhaustive list.

The principle of “appropriateness” is central to the
determination of which preventive measures should be
adopted by companies. Appropriateness is defined in Sec-
tion 3(2) LkSG according to: the nature and extent of the
company’s business activities; the ability of the company to
influence the party directly responsible for a human rights or
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environmental-related risk or violation; the severity of the
violation that can be typically expected, its reversibility and
the probability of its occurrence; and the nature of the of the
company'’s causal contribution to the risk or violation. The
emphasis on appropriateness in the LkSG aligns with the
UNGPs and OECD Guidelines for Multinational Enterprises
on Responsible Business Conduct which state that compa-
nies should carry out human rights due diligence as appro-
priate to their size, the nature and context of operations and
the severity of the risk of adverse human rights impacts.'°s
Any preventive measures adopted must also be effective,
taking into account the central objective of the LkSG to
improve human rights.’® According to Section 4(2) LkSG,
effective measures are those that make it possible to iden-
tify and minimize risks and prevent violations. When devel-
oping preventive measures companies should therefore take
into account the risks in the specific contexts in which they
operate, including the local legal, political or cultural con-
ditions.™7 The more susceptible a business activity is to
human rights violations, the more comprehensive the pre-
ventive measures must be.'°8

In other words: even if a company that has identified a
human rights risk at a direct supplier carries out all of the
preventive measures listed in Section 6(4) LkSG, it will only
be compliant with the law if these measures can be shown to
be appropriate and effective in mitigating this specific risk.
This is a particularly important consideration for compa-
nies that use third-party audits or certifications to monitor
and control supplier compliance with human rights stand-
ards. Whereas the explanatory memorandum on the LkSG
states that third-party audits may be considered as a pre-
ventive measure, it is on the condition that they guarantee
the implementation of independent and appropriate con-
trols.’® An audit report cannot serve as the sole measure
of human rights due diligence.”® Considering the extensive
evidence highlighting the problems with audits in the gar-
ment industry, any brand solely relying on audits as a pre-
ventive measure for wage violations may be non-compliant
with its obligations under the LkSG.

Companies are also required to regularly review the
effectiveness of their preventive measures, taking into
account information submitted via their complaints mecha-
nism.™ Therefore, if a company receives information indi-
cating that audits of its suppliers have failed to identify and
prevent human rights violations including non-payment of
an adequate wage at a direct supplier, the effectiveness of
this measure must be called into question.

Preventive measures should also be developed and
selected with the input of stakeholder groups, including those
who are directly affected by the enterprise’s commercial
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activities. Failure to do so can contribute to weakening the
due diligence processes or rendering them ineffective."? In
particular, workers, trade unions and worker representatives
should be actively involved in the development of measures
to prevent the non-payment of an adequate wage, such as the
adoption of living wage action plans."®

Company practice
All of the seven brands we engaged with use social audits
to verify supplier compliance with human rights standards.
For example, Tom Tailor noted that it uses a combination of
audits from amfori BSCI and audits performed by its local
CSR teams to verify that the workers employed in its sup-
pliers’ factories receive at least the minimum wage. In its
response to our complaint, the company stated that neither
these audit reports nor the wage data provided by its sup-
pliers indicated any instances of non-payment of minimum
wages in its Pakistan supplier factories.™

The inability of audits to identify wage-related viola-
tions at factories is unsurprising, and highlights a funda-
mental flaw in audit methodologies: audits usually only cover
workers that are directly employed by the factory. The signif-
icant percentage of workers in textile factories that have an
informal employment relationship—such as those employed
via third party contractors—therefore fall out of scope. Our
survey results show that this group of workers are more
likely to experience labor rights violations including non-
payment of an adequate wage. For example, Inditex and Tom
Tailor stated that their audits include a documentation review
that include worker and production records such as contracts
of employment, or payroll records. Yet when considering the
fact that according to our survey results 97 % of workers did
not have a written contract or employment letter, and 80 %
didn’t receive a pay slip, such an audit should not be consid-
ered to be an effective mechanism of preventing the risk of
non-payment of an adequate wage.
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KIK CASE STUDY

In September 2023 we submitted a complaint to KiK’s inter-
nal grievance mechanism, providing detailed information
of potential human rights violations at one of its suppliers
in Karachi, Mount Fuji. Only 30 % of the workers inter-
viewed at this supplier were paid the statutory minimum
wage. Most workers were employed on a piece rate basis via
third-party contractors, and regularly received pay below
the minimum wage. None of the workers employed on this
basis were covered by social security or pension insurance,
and did not receive a single day of paid leave. Workers also
reported working unpaid overtime.

KiK quickly responded to the complaint, by commis-
sioning an audit of the supplier that identified some viola-
tions of local labor law. According to KiK, the audit did not
find systematic underpayment of the minimum wage or any
evidence of third-party contracting. No explanation was
provided on the discrepancies with our survey findings.

At the request of KiK, the supplier factory signed an
agreement with NTUF to commit to pay workers the stat-
utory minimum wage and comply with Sindh labor laws.
Following several rounds of negotiations between KiK,
NTUF, ECCHR and FEMNET, the agreement was amended
to include a requirement that the supplier allow NTUF to
access the factory to speak to workers, and have regu-
lar meetings with factory management to monitor compli-
ance and resolve disputes. However, despite our repeated
requests that KiK become a formal party to the agreement
with the responsibility to monitor and enforce its compli-
ance, the company refused.

Unfortunately, it soon became apparent that the supplier
factory did not intend to comply with the terms of the agree-
ment. In February 2024, shortly after the amended agree-
ment was signed, the factory management attempted to
establish a workers’ council by holding a staged election.
In March, nearly 150 workers were dismissed by the factory
without the legally required notice period or statutory sev-
erance pay. Among these workers were individuals who had
complained to the factory management about the non-dem-
ocratic election of a “workers council”; most of the work-
ers had also not received back-payments related to previous
non-payment of the minimum wage. Attempts by NTUF to
engage with the factory management to raise these issues
on the basis of the agreement were met with threats and
accusations of undue interference.

We repeatedly requested that KiK take steps to address
these issues, by engaging with its supplier to remediate
the dismissal of workers and broader labor rights viola-
tions at the factory. However, in our opinion KiK failed to
engage in good faith with the allegations raised by NTUF,
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or collaborate on developing appropriate measures. Instead,
the company contracted a third party auditor to investi-
gate the allegations that had no experience in carrying out

assessments of labor rights violations in Pakistan. We also

had serious concerns about the impartiality and independ-
ence of the auditor, as well as the absence of any safeguards

in place to ensure the safety and confidentiality of workers

that may be interviewed as part of the investigation.

In light of the failure of the agreement to prevent and
remediate labor rights violations at the supplier, and the
unwillingness of KiK to collaborate with our organizations
to resolve an escalating human rights situation, in June 2024
we decided to suspend our negotiations with KiK. In June
2025 NTUF submitted a complaint to the BAFA under the
LkSG, alleging that KiK had failed to take appropriate meas-
ures to prevent and remediate union busting at its supplier.™®

In principle, the signing of an agreement between a fac-
tory and a local trade union, supported by a brand, could be
an appropriate mechanism to prevent wage-related viola-
tions. However, as our experience shows, agreements that
do not include a formal role for the purchasing company to
enforce their provisions are not effective, as there are no real
consequences for suppliers that refuse to comply.

4.5

APPROPRIATE REMEDIAL
ACTION FOR NON-PAYMENT
OF ADEQUATE WAGES

When a company discovers that a human rights violation
has occurred, or is imminent, it must take appropriate reme-
dial action to prevent, end or minimize the extent of this vio-
lation (Section 7(1) LkSG). If the violation has occurred at
a direct supplier, the remedial action does not have to end
the violation. Nevertheless, the company is required to take
appropriate measures towards its minimization and termi-
nation, by implementing a step-by-step plan without undue
delay (Section 7(2) LkSG). This plan must include a concrete
timetable, and be developed jointly by the company and the
supplier that has caused the violation.™®

According to the explanatory memorandum on the
LkSG, if the violation breaches a contractually agreed sup-
plier code of conduct, the company must develop a correc-
tive action plan that stipulates the deadline by which the
breaches of the code must be resolved. If it is foreseeable
that the direct supplier will not fulfil the requirements of
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the corrective action plan within this timeframe, the com-
pany should take additional steps towards the prevention
and mitigation of the violation."” Such measures include the
enforcement of contractual penalties or a temporary suspen-
sion of the business relationship. The LkSG emphasizes that
companies should continue to engage with their suppliers
while remedial action is being taken; it is only in exceptional
circumstances that termination of business relationships
should be considered.™® This is to avoid companies from
“cutting and running” from suppliers rather than fulfilling
their due diligence responsibility under the law.

As with the other elements of the due diligence obliga-
tion, stakeholders should be consulted by companies dur-
ing the design, implementation and revision of remedial
measures (Section 4(4) LkSG). Ensuring effective remedy
requires either directly seeking the perspective of stake-
holders who have been harmed, or engaging with an inde-
pendent institution that represents the interests of those
affected, such as a trade union. For wage-related violations,
buyer companies should use their leverage with the sup-
plier company to ensure that outstanding wages are paid for
all workers. Although the direct employer has the primary
responsibility to repay employees, as part of the remediation
process buyer companies should also play a role by fund-
ing the investigation and verification of wage violations.™®
They should also cooperate with their supplier to ensure that
remediation is carried out as quickly and efficiently as pos-
sible. This may include supporting repayment where the
employer is unable to pay, for example due to bankruptcy.

Where there have been violations of the right to receive
an adequate wage, the extent to which a buying company is
expected to participate in remedy depends on whether it has
caused or contributed to the violation. This could include
situations where a factory is unable to pay an adequate wage
because of unfair purchasing practices, or if the buyer com-
pany has undermined worker collective bargaining.'?°

Company practice

All of the companies except for C&A, Peek & Cloppenburg
and Tom Tailor confirmed the existence of labor rights vio-
lations at some of their supplier factories in Karachi. This
included non-payment of minimum wages, non-payment
of overtime and non-registration with social security. As
a response, these companies developed corrective action
plans with their suppliers to address specific breaches of
their codes of conduct. Unfortunately, for the most part, this
was the extent of the information provided to us as the com-
plainants. Only Inditex provided a basic level of detail on
the remediation measures included in a corrective action
plan. For example, no brand specified how many workers
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had been affected by the identified violations and over what

period of time (particularly relevant regarding the non-pay-
ment of minimum wages). Moreover, despite our requests

to see a copy of the corrective action plans, these were not

shared, making it impossible to verify what remedial meas-
ures had been adopted and implemented, and according to

which timeline. Primark was the only company to give an

update on its remediation process, which included the sus-
pension of one supplier until all of the corrective measures

had been implemented.

One of the central demands of our complaints was the
request that the companies engage with NTUF on the devel-
opment of an appropriate remedial response, if violations were
identified at the named supplier(s). The rationale is clear: NTUF
is alocal trade union with a well-established track record in
organizing workers in garment factories in Karachi. From a
due diligence perspective, the involvement of NTUF in reme-
dial action would have helped to ensure that the corrective
action plans developed by the companies’ suppliers included
appropriate measures to remediate harm. Trade unions are a
crucial stakeholder in monitoring the effective implemen-
tation of corrective action plans, as unlike brands they are
on-the-ground and able to access factories and speak to work-
ers. This should be considered as a more effective mecha-
nism than relying on social audits that are inherently limited
not only in identifying human rights violations at suppli-
ers butalso in ensuring that they have been brought to an end.

KiK was the only company that engaged in any mean-
ingful way with NTUF in the remediation process. In the
months following the submission of the complaint, KiK
was involved in numerous discussions with NTUF, ECCHR
and FEMNET that ultimately led to the signing of an agree-
ment by its supplier allowing NTUF to access the factory
premises to monitor conditions (see box KiK case study on
page 18). Unfortunately, this collaboration was short-lived;
after almost a year of discussions, we decided to suspend
our engagement with KiK when it became clear that the
agreement was not an effective mechanism to address ongo-
ing labour rights violations at the supplier factory.

Whereas the other brands did express interest in speak-
ing to NTUF about the findings of the survey, the prospect
of substantial engagement or collaboration to prevent risks
or remedy violations did not appear to be considered a pri-
ority. Instead, companies highlighted a preference to first
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engage with peer brands and multi-stakeholder initiatives
on the issues raised. Although this type of engagement is
foreseen within the LkSG,'®2 and can be one mechanism
through which companies can use their collective lever-
age to improve working conditions, it should not be carried
out to the exclusion of collaboration with local trade unions.
This is particularly important when remedying wage-
related violations.

4.6
COMPLAINT MECHANISMS

Every company within the scope of the LkSG is required to
establish an appropriate internal complaints procedure for
the purpose of receiving reports of human rights and envi-
ronment-related risks or violations in its supply chain (Sec-
tion 8(1) LkSG). Importantly, this procedure must also be
available for persons to report violations at an indirect sup-
plier (Section 9(1) LkSG). The complaints and information
reported do not have to be substantiated.

The LkSG establishes minimum standards for com-
plaints mechanisms: impartiality,'? confidentiality,?*
accessibility'® and effective protection of complainants
against discrimination or disadvantage.'?®

Crucially, the law clearly states that a company must pro-
vide information on the procedure to complainants.'?” This
goes beyond an acknowledgement of receipt, to include a dis-
cussion of the facts of the complaint as well as providing an
opportunity for the complainants to react. As a result, a com-
pany has an obligation to ensure a certain level of transpar-
ency to complainants during the course of an investigation,
including in the subsequent risk analysis and adoption and
implementation of preventive and remedial measures. 28

Beyond the letter of the law, the consideration of whether
a complaints mechanism is appropriate should take into
account the requirements of effective non-judicial com-
plaints mechanisms that are contained within the UNGPs.'2®
Complaints mechanisms should be:"3°
1. Legitimate: enabling trust from stakeholder groups for

whose use it is intended and accountable for the fair

conduct of grievance processes.

2. Accessible: known to all stakeholder groups for whose
use they are intended; and providing adequate assistance
for those who may face particular barriers to access. This
includes allowing complainants to submit in their own
language, and ensuring confidentiality and anonymity."™!

s. Predictable: providing a clear and known procedure
with an indicative time frame for each stage, and clar-
ity on the types of process and outcomes available and
means of monitoring implementation
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4. Equitable: seeking to ensure that aggrieved parties have
reasonable access to sources of information, advice and
expertise necessary to engage in a grievance process
on fair, informed and respectful terms. This includes
ensuring that parties can obtain and comment on rel-
evant information before material decisions are made
including outcomes of investigations, evidence, and at
the end of the process are able to challenge the process
or follow up ™32

s. Transparent: keeping parties to a grievance informed
about its process; and providing sufficient information
about its performance to build confidence in its effec-
tiveness and to meet any public interest at stake. This
requires ongoing, proactive engagement regarding each
step of the process.'®3

6. Rights-compatible: ensuring that outcomes and rem-
edies accord with internationally recognized human
rights. This requires that stakeholders are consulted
about the type of remedy and the manner in which it
should be delivered to avoid further harm4

7. A source of continuous learning that draws on relevant
measures to identify lessons to improve the mechanism
and to prevent future grievances and harms

s. Operational-level mechanisms should be based on
engagement and dialogue, through consultation with
stakeholder groups for whose use it is intended on its
design and performance, and focuses on dialogue as the
means to address and resolve grievances.

Complaints procedures cannot be appropriate or effective,

if they are not accessible to workers in the supply chain

that have been directly affected by violations of the LkSG.

If workers are not aware of the existence of a company’s

complaint mechanism, or are unable to use it due to lan-

guage or technological barriers, then the procedure does
not fulfil its purpose. Companies should therefore ensure

. ___________________________________________________|
122 Section 7(2) No.2 LkSG

123 Section 8(3)

124 Ibid

125 Section 8(4) LkSG

126 Ibid

127 Section 8(1) LkSG

128 BAFA, Organising, implementing and evaluating
complaints procedures: Guidance on the
complaints procedure under the German Supply
Chain Due Diligence Act (2022) 9

See OHCHR supra note 53, Guiding Principle 31
For a detailed explanation of the effectiveness
criteria, see OHCHR, Accountability and Remedy
Project: Meeting the UNGPs’ Effectiveness
Criteria (2021)

131 Ibid, 4

132 Ibid, 6

133 Ibid, 7

134 Ibid, 8

129
130



that complaints mechanisms can be effectively accessed,
for example via an online form or telephone hotline that is
clearly communicated in the workplace. The BAFA guide-
lines on complaints mechanisms provide additional infor-
mation on possible measures to reduce barriers to access.'®

Company practice

According to the BAFA, establishing a complaints mecha-
nism is a priority in the implementation of the due diligence

obligation, and should have been fulfilled by all companies

as soon as the law came into force. When we submitted the

complaints in September 2023, the majority of the compa-
nies did not have a clear mechanism in place, although this

has now improved significantly,

Nevertheless, in certain important respects most com-
plaints mechanisms do not meet all of the requirements of
accessibility under the LkSG. Firstly, it is often difficult to
locate the mechanism on the companies’ websites, which
may only be available in German. For example, Tom Tailor’s
complaint mechanism is hidden in a document titled “Rules
of Procedure according to § 8 LkSG”. 136 It is extremely
unlikely that a factory worker would be able to easily locate
the correct page on these websites to obtain the information
required to file a complaint.

Secondly, some complaints mechanisms do not allow
for information to be submitted in non-European languages
such as Urdu. And for those that are available in multiple
languages, their general inaccessibility via websites that
are written in English or German render them largely inef-
fective from a worker perspective. Most of the workers that
were interviewed in our survey stated that they were illiter-
ate, meaning that they would not be able to independently
use any of the complaint channels currently offered by the
brands. Although it is commonplace for brands to state that
the details of complaint channels are displayed on posters
on the factory floor, the vast majority of workers that we
have spoken to are not aware if and how they could lodge a
complaint with foreign companies.'®?

There are significant issues with the transparency of the
complaints procedures. The majority of the companies took
three months to provide a substantive response to the com-
plaint; only KiK was quick to respond and discuss the facts
ofthe complaint. Rather than seeking to obtain further infor-
mation about the alleged violations from the complainants,
the companies appear to have commissioned audits as a first
reaction. Where violations were identified in the audits, cor-
rective action plans were established. This entire process
took place without any input from local trade union NTUF.

Overall, the information provided to us as com-
plainants during the procedure was extremely limited.
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Communication was irregular, and often prompted by us

following up to try and obtain further information regard-
ing ongoing investigations or remediation processes. It is

important to emphasize that this was our experience as

lawyers and activists based in Germany and Pakistan with

knowledge of the requirements of the LkSG and experi-
ence in engaging with company sustainability departments.
This is a vastly different perspective from that of a worker
in Karachi seeking to submit a report about rights viola-
tions at their workplace. The design and implementation of
complaint mechanisms should take into account the risks

that workers face in filing reports, such as dismissal, that

impacts their willingness to provide information. Accord-
ing to the garment workers that we interviewed, local fac-
tory owners and their international buyers were generally
perceived as one and the same, with the result that they did

not trust buyers to keep their identify confidential. The

workers all stated that they would expect to be dismissed

immediately and face difficulties in finding a new job if they
filed a complaint.

LACK OF TRANSPARENCY
HINDERING THE EFFECTIVENESS
OF COMPLAINTS MECHANISMS

We established the supply chain relationships between
the factories covered in our survey and the seven compa-
nies by reviewing public supplier lists, and asking workers
about the garment labels they recognized from the factory
floor. However, C&A, Tom Tailor, Peek & Cloppenburg and
Aldi Siid claimed that either the supplier factories named
in the complaints were not current suppliers, or that they
were sourcing from a different production unit owned by
the same company.

Although there have been improvements in transparency
of garment supply chains in recent years, thanks to increas-
ing public pressure and numerous civil society initiatives,
many brands still only publish partial supplier lists. Some
still do not provide any public information on their suppliers,

. ___________________________________________________|
135 See BAFA supra note 118, 12

136 company.tom-tailor.com/fileadmin/user_upload/
tom_tailor_procedural rules_according to__ 8
lksg_final_eng.pdf

In its response to the report, Primark states that

its grievance mechanisms are compliant with the
requirements of accessibility under the LkSG.
Further details on its grievance mechanisms in
Pakistan can be found in Primark’s response in the
Annex.
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for example Peek & Cloppenburg and Inditex. Others do not
regularly update their supplier lists, making it challenging to
correctly identify which companies to approach to address
human rights risks or violations in specific factories. For
instance, the latest available supplier list available on Open
Supply Hub from Tom Tailor is from March 2024. After we
filed the internal complaint, it took 6 months for the company
to provide us with its updated list of suppliers.

If workers are not able to easily access information on
which companies are buying products from the factory, they
cannot effectively access remedy when their rights have
been violated. Therefore, in order to fulfil their legal obli-
gation to set up complaints mechanisms that are accessi-
ble to workers (potentially) affected by violations in their
supply chains, companies should prioritize transparency by
regularly publishing and updating their supply lists. This
also applies to indirect suppliers; in the garment industry
this would extend to material production sites such as yarn
and fabric mills, as the LkSG is clear that grievance mech-
anisms should be accessible to workers beyond the direct
supply chain.

5
RECOMMENDATIONS

To companies sourcing from textile
factories in Pakistan
Prioritize the risk of non-payment of an adequate wage
as part of the regular risk analysis of direct suppliers.
The determination of the adequate wage should be
calculated according to a robust and transparent
methodology.
The risk assessment should take into account
whether workers are adequately informed of their
wages, payments are made on-time to workers’ per-
sonal bank accounts, workers’ are provided with
clear wage statements that they can read, com-
pulsory bonuses and/or allowances are provided,
legally required leave is paid, and all relevant social
security contributions are paid, collected and sub-
mitted including the registration or workers with
the old age pension institute.

Do not rely on social audits as the sole identification or
prevention measure to monitor compliance with human

rights at supplier factories, which lack the independence

and effectiveness required under the LkSG. Instead, pro-
actively engage with trusted, independent local stake-
holders such as labor rights organizations and/or trade

unions throughout the due diligence process.
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= Adopt and implement adequate preventive measures to
address the role of the company’s purchasing practices
in the non-payment of an adequate wage at its suppliers.
This includes:
Providing a realistic cost breakdown for the pro-
duction of orders that reflects how pricing affects
workers’ wages directly.
Calculating a price that ensures workers are paid an
adequate living wage, and ring-fencing this cost as
part of price negotiations with suppliers.
Committing to long-term relationships with suppli-
ers to incentivize compliance.
Adopting a system of incentives for suppliers who
consistently meet wage compliance standards.

- Ensure contracts with suppliers include clauses that
explicitly require compliance with local labor laws,
including minimum wage laws and registration with
social benefit agencies, requiring suppliers to disclose
wage information and payroll records.

- Ensure suppliers establish an anti-harassment committee.

= Provide training and capacity-building programs with
the support of a trusted labor rights organization or
union for management and workers to help them under-
stand and implement wage and contract regulations.

= Where violations of the obligation to pay an adequate

wage have been identified, urgently engage with suppli-
ers to ensure that outstanding wages are paid, including
back pay. Companies should provide a contribution to the
additional costs borne by the suppliers in order to pro-
vide back wages, and where necessary, collaborate with
other companies to increase leverage towards suppliers.

- Ensure that complaint mechanisms established under

the LkSG are easily accessible to workers in the sup-
ply chain to report wage-related issues without fear of
reprisals. This includes actively taking steps to reduce

barriers to access such as language and ensuring the

confidentiality and anonymity of the process.

= Actively inform potentially affected parties about com-

plaint mechanisms that have been established, with trade
union representatives playing an important mediation role

- When companies become aware of potential violations,

including where complaints are received via the proce-
dure under the LkSG:



When carrying out an ad-hoc risk analysis, ensure

that actual or potentially impacted workers are

interviewed off-site by an independent third party

in a secure and confidential manner.

Ensure that the procedure is transparent, by proac-
tively keeping parties regularly informed at each

stage of the process and sharing relevant documents

such as audit reports and corrective action plans.
Consult with the complainants to ensure that pre-
ventive or remedial measures adopted are appropri-
ate and effective.

Publish and regularly update a public list
of supplier factories.

Publish annual reports on supply chain labor conditions
and wage compliance efforts, including full transpar-
ency on wage levels in their supplier factories.

To the BAFA and

the German government

In accordance with the preventive objective of the LkSG
and its risk-based control activities, carry out monitoring
activities to ensure that garment companies implement
their due diligence obligations appropriately and effec-
tively. The BAFA should develop ambitious standards for
effective measures that are suitable for achieving real
improvements on the ground, with the close involvement
of those affected, and be prepared to enforce these con-
sistently with respect to companies if necessary.

Verify that company complaints mechanisms not only
exist, but are effective and accessible to relevant stake-
holders including workers in the supply chain

Where it carries out control and monitoring activities fol-
lowing a complaint from an affected individual under Sec-
tion 14(2) LkSG, or where it knows the identity of affected
parties or relevant stakeholders, proactively and effec-
tively engage with these parties in a fair, informed and
respectful manner in order to facilitate their involvement
in the complaints procedure. This includes informing
complainants of their procedural rights (such as access to
the procedural files upon request) involving complainants
in discussions on the development of possible solutions
and appropriate and effective remedial measures, and
informing them about key procedural steps and results.
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Ensure that stakeholders face no retaliation for engag-
ing in consultation or in exercising their rights to submit
complaints, by developing better regulations to ensure
the anonymity of complainants vis-a-vis third parties
and actively and clearly inform complainants about
these options. This includes expanding the possibility
for workers to submit anonymous complaints without
losing basic rights to information and participation.

Where there is evidence that companies have breached
their obligation under the LkSG, use its extensive pow-
ers of investigation as part of its inspection and con-
trol activities, to order the adoption of appropriate and
necessary measures. [f the company does not comply,
impose financial penalties.

Engage in dialogue and exchange with relevant stake-
holders on the LkSG, including civil society groups and
trade unions from production countries such as Pakistan.

Increase transparency on the handling and outcome of
its monitoring and control activities, in order to ensure
public oversight and create trust in the legitimacy and
effectiveness of these procedures. It must be possible
for those affected, as well as the public, to understand
whether action has been taken in specific cases.



6
COMPANY RESPONSES

Prior to publication, we reached out to all seven companies
mentioned in the report to provide them with an opportu-
nity to comment on our findings. Aldi Siid, C&A, Inditex
and Tom Tailor did not respond.

Peck & Cloppenburg

Fair and transparent working conditions throughout the entire

supply chain are a top priority for the Peek & Cloppenburg

Group. We take any concerns about labor and social stand-
ards very seriously and have been working with the amfori

Business Social Compliance Initiative (BSCI) for many
years. All of our production facilities are regularly audited;

we rule out production facilities without a valid social audit.

We hereby expressly point out that no direct or indirect
business relationship exists or existed with any of the facto-
ries mentioned in your report.

Nevertheless, despite the lack of concrete evidence of
violations, we subjected our production facilities in Paki-
stan to an additional, comprehensive assessment as further
preventative measure. Based on the results, improvement
measures were initiated where necessary, and we contin-
uously monitor the implementation together with our local
partners — including personal visits by our teams and by
tracking individual audit results.

Ensuring fair working conditions and promoting trans-
parent supply chains are not only a central concern but are
firmly anchored in our sustainability goals. These goals
apply group-wide and are an integral part of our business
activities. Further information can be found at:
peek-cloppenburg.com/en/sustainability

KiK

As noted in your report KiK has indeed taken significant
steps to facilitate an agreement that would allow trade
unions access to all KiK supplier factories. Regretta-
bly ECCHR, FEMNET, and NTUF unilaterally ended their
collaboration on this initiative in July 2024. KiK, how-
ever, remained committed to this cause independently and
ensured the implementation of this agreement, along with
all of our Pakistani factories. Today all factories commis-
sioned by KiK have signed a union agreement.

Regarding the remarks about the supplier Mount Fuji
we would like to point out that the responsible authority, the
Federal Office of Economics and Export Control (BAFA),
has investigated these allegations thoroughly. In its letter to
KiK in September 2024 the BAFA concluded that “no viola-
tion of corporate due diligence obligations under the LkSG
can be established in the present case.”
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We would like to emphasize that an agreement was made
between NTUF and the factory Mount Fuji, but it was no
longer fulfilled by the contracting partner NTUF. Unfortu-
nately, NTUF was unable to provide us with detailed infor-
mation regarding the alleged human rights violations but
instead stopped communicating with KiK and Mount Fuji.

Primark

We are grateful to ECCHR and FEMNET for highlighting
the important issues raised in this report and have engaged
on these matters extensively, both individually and collec-
tively with other brands.

We take all matters affecting the rights and wellbeing
of workers in our supply chain very seriously as set out in
our Supply Chain Human Rights Policy. Our Primark Sup-
plier Code of Conduct sets out our clear requirements and
expectations that we have of our suppliers who work with
us. We take any violations of our Supplier Code of Conduct
seriously and we look into all issues brought to our attention,
taking appropriate action if needed.

Our team of more than 130 experts in our key sourc-
ing locations, including Pakistan, run our social audit pro-
gramme through which we carry out social audits, monitor
for issues and work closely with our supplier factories on
remediation. We bear the full cost of our social audits and
most of our audits are unannounced. We’ve recently strength-
ened our approach to social audits in Pakistan, including
increasing the cadence of audits and adjusting timing to
ensure we could speak with more workers and supervisors
across different shift patterns at our supplier’s factories.

We recognise that a social audit alone may not be suffi-
cient to identify and address risks. In addition, our due dili-
gence approach includes country risk assessments, analysis
of data we collect and engagement with external stake-
holder, rights holders and workers. For our risk assessments
we use external reports and publicly available, credible
information sources to build assessments for every coun-
try we source from. This includes political, economic, social
and legal analysis and risk mapping.

We have been working to improve access to effec-
tive grievance mechanisms which are essential for ena-
bling remedy. In Pakistan, in partnership with LRQA, the
Cahn Group and local partner Baidarie we developed the
‘Hamary Awaz’ grievance mechanism, an industry-wide
and independent mechanism that is now available at the
majority of Primark approved factories in Pakistan. We also
launched ‘Tell Us’, a Primark-funded independent chan-
nel that can be reached by phone, web or smartphone app,
making it easily accessible to all workers regardless of loca-
tion. Our teams closely monitor the use and uptake of these


http://www.peek-cloppenburg.com/en/sustainability
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grievance mechanisms, engage with the partners and fac-
tory management, and support remediation as required.

We collaborate closely with local stakeholders, includ-
ing worker rights organizations and trade unions, to sup-
port continuous improvement in working conditions. We
are a signatory to the International Accord for Health and
Safety in the Garment and Textile Industry which operates
in Bangladesh and Pakistan that seeks to improve worker
health and safety. We are a buyer partner of the ILO’s Bet-
ter Work programme and encourage all our sites in Paki-
stan to join the programme. We continue to work with local
NGOs such as the Labour Education Foundation. With facil-
itation from Labour Behind the Label, we now receive valu-
able worker-led data from the legal clinics they run. We are
also a member of the Ethical Trade Initiative (ETI) and we
share learnings on the challenges that exist in Pakistan with
the ETI and other members.

Primark is a founding member of Action, Collaboration,
Transformation (ACT), which is an agreement between 18
global brands and the IndustriALL Global Union to pave
the way for living wages for workers in garment, textile and
footwear supply chains. As a member of ACT, Primark has
signed a Memorandum of Understanding with Industri-
ALL which includes our public commitment to continually
improving our purchasing practices in line with the ACT
Global Purchasing Practices commitments. As part of this
work, we developed a tool to identify labor costs and ring-
fence the wage element of every product from all our sourc-
ing counties, in line with the ACT Labour Costing Protocol.
We have also prioritized the digitization of wage payments
at Primark-approved sites which is shown to be a key tool in  |wprinT
improving transparency of wages for workers.

We always take into consideration information received E"(’:BC"I';EE“
from third parties and welcome any information that can  gyropean Center for Constitutional
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