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Executive Summary

Child labour is one of the most challenging human rights
issues for businesses and investors to tackle. Given the
vulnerability of children, extra precautions are needed to
safeguard their well-being where cases are identified.

Child labour is deeply complex, as there is no single root
cause. Poverty, inequality, and unemployment can leave
parents no choice but to send their children to work. The
lack of educational opportunities and social protection
can encourage parents to prioritise short-term needs
over longer-term investments.

Rarely is child labour a standalone issue - it is often
symptomatic of wider labour rights violations and poor
business  practices (e.g., purchasing practices,
subcontracting).

Unsurprisingly, businesses are eager to address their
child labour risks. However, “knee-jerk” reactions such as
the immediate dismissal of the child worker can have a
“push down effect” - children are forced into the invisible
parts of the supply chain where hazardous work is more
prevalent and remediation is less accessible.

To help investors navigate this complex issue,
Greenwheel developed a due diligence checklist for
investors.
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Based on six steps to due diligence under the OECD
Guidance on Responsible Business Conduct, the
Greenwheel Investor Due Diligence Checklist on Child
Labour captures “what works” to tackle child labour
according to the United Nations, human rights experts, and
best practices found in high-risk sectors:

e Commit: Uphold policies that tackle child labour
across the value chain and respect human rights;

¢ Identify: Map business operations exposed to child
labour risks, with deep dives in high-risk contexts;

e Address: Prevent child labour through responsible
purchasing practices, child labour monitoring
system, and engage with  stakeholders
(governments, trade unions, NGOs, Ilocal
communities, parents, industry organisations, peer
companies);

¢ Remediate: “Do no harm”, avoid knee-jerk reactions,
prioritise the well-being of the child, and provide

alternatives to support children and their families;

e Monitor: Track performance including the number
of cases identified and resolved; and,

e Report: Openly communicate on company policies
and processes, including lessons learned.
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Addressing the nuances of human rights considerations requires consistency and a clear
process - this is particularly important in tackling sensitive issues such as child labour. The
Child Labour Assessment Framework developed by Jessica Wan, Social Research Lead of
Greenwheel, allowed our team to respectfully navigate the subject matter. Using this
Framework, we carried out desk research and assessed our investee company's
management systems based on international norms and best practices. This prepared us in
having an open and transparent two-way conversation with the company on the topic as
well as enabling us to provide concrete recommendations to further improve their policies |

\a\nd processes on child labour. /

Defining child labour

Child labour is work that deprives children of their childhood, potential, and dignity." Child
labour is detrimental to a child's physical and mental development as it interferes with their
schooling, whether it is obliging them to leave school prematurely or combine school with
excessive work.

Under international norms, child labour refers to work below the age of 15 or a higher
minimum age established by national laws. For developing economies or in country contexts
where the economy and/or educational facilities are “insufficiently developed”, the minimum age
is reduced to 14.2 A form of work is considered child labour based on the child’s age, the type of
work, hours of work, and the country context (Figure 1).3

However, not all work done by children is considered child labour. For instance, supporting a
family business or earning pocket money outside of school hours can contribute positively to
children’s development and the welfare of their families - these activities are not considered child
labour. Child labour also excludes limited hours per week performing permitted “light work” and
work that is performed by children above a minimum age, if it is not considered the worst form of
child labour.*
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Figure 1: What constitutes child labour?
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The state of child labour today

According to the most recent global survey conducted in 2020, there are approximately 233
million working children, of which, 160 million are in child labour (Figure 2).> Boys are more
likely than girls to be in child labour across all age groups. However, when household chores of
more than 21 hours are included in the definition of child labour, the gender gap closes from 2.8
percentage points to 1.6 percentage points. Child labour is almost three times higher in rural
than urban settings.

Child labour cases are predominantly found in the agricultural sector (Figure 3). Within
agriculture, child labour is most prevalent in subsistence and smallholder farms, commercial
plantations, agro-industrial complexes, fisheries, forestry, and post-harvest fish processing.® By
contrast, only 15% of child labour cases are found in industry (e.g., manufacturing).
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Figure 2: An overview of child labour globally
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Figure 3: Sectors and their share of child labour
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Child labour is a global phenomenon. Child labour is most prevalent in Sub-Saharan Africa,
where 24% of children are in child labour.” Within Sub-Saharan Africa, approximately 84% of
children are employed in the agricultural sector, with the majority of children working on family

farms.® Child labour is least prevalent in Europe and North America (2.3%).
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Figure 4: Prevalence of child labour by region (% of children in child labour)

Europe and North

America
2.3%
-~y W
= = l :{—9 = e
B £

Eastern and
Southeast Asia
6.2%

Central and
Southern Asia
5.5%

] . North Africa and -
Latin America and Western Asia e
Caribbean 7.8% f

6%
Sub-Saharan Africa
24%

Source: |LO and UNICEF, 2021; created by Greenwheel.

Approximately one-third of children in child labour are out of school (Figure 5). Children in
child labour are most likely to be out of school in Eastern and South-Eastern Asia (37.2%). Despite
the high prevalence of child labour in Sub-Saharan Africa, most children in child labour remain in
school, as 28.1% of children in child labour are not attending school.®

Figure 5: Of all children in child labour, share of children not attending school (ages 5 to 14)
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Source: ILO and UNICEF, 2021; created by Greenwheel.

Child labour significantly impacts the future potential of children, even if they remain
enrolled in schools. Comparing the performance of children in the development of foundational
learning skills (i.e., reading and numeracy skills), unsurprisingly, children (ages 7 - 14) attending
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school and not engaging in child labour outperform those who are in school but are in child labour.
As children become older, the performance of children in child labour lags further behind.™

The root causes of child labour

The root causes of child labour can be categorised as “context risk factors” and “industry risk

factors”. 1

Context risk factors are largely underpinned by inequality and poor governance (Figure 6).
Poverty and limited employment opportunities force parents to make the difficult decision of
sending their children to work. Other forms of social inequality that disproportionately affect
certain groups, for instance, ethnic, religious, and linguistic minorities, persons with disabilities,
and indigenous peoples can further limit labour market opportunities for parents; children of
parents facing discrimination are more likely to be in child labour.?

Figure 6: Context risk factors driving child labour
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The absence of legal protection
for children or due diligence laws
for businesses can increase the
prevalence of child labour.

However, legal frameworks are
necessary but not sufficient in
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enforcement of labour laws can
also lead to cases of child labour
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facilities, tuition costs, and other
costs (e.g, books, transport,
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A major cause of child labour is
poverty. Poverty is perpetuated
from generation to generation,
which can prevent educational
attainment.

Poverty affects household
resilience, where child labour
further increases due to external
crises such as income shocks,
health problems, natural
disasters, or armed conflict.

ﬁ Informality

The worst practices and working
conditions can be found in the
informal economy.

Due to the unregulated nature of
the informal economy, families in
financial crises are more likely to
turn to child labour in these
settings. The informal sector is
where hazardous forms of child
labour are typically found.

& Unemployment,

underemployment

Similar. to the effects of poverty,
unemployment  or under-
employment can push parents to
remove children from educational
opportunities and/or send
children to work to supplement
household income.

E
-C;‘ Rural contexts
=" ]
Formal job opportunities are likely
to be scarcer in rural than urban
areas. This increases the
likelihood of families sending
children to work to supplement
incomes.

Child labour in rural areas is
compounded by poor access to
educational opportunities, weak,
government oversight, and the
prevalence of agricultural work.

“ I “ Discrimination

Gender-, ethnicity-,  religion-,
migrant status-, and disability-
based  discrimination  facing
parents can lead to the lack of
access to employment
opportunities, decent work, and
pay for equal work. This can cause
family poverty, which decreases
the likelihood of access fto
education for children and
increases the prevalence of child
labour.

.=% Migration

Migration can occur for many
reasons: families leaving for
better opportunities, climate
change, conflict or poverty.
Migrant households are at risk of
danger, detention, and
discrimination. The absence of
safe pathways for migrants may
force children into child labour or
in some cases, human trafficking,
exploitation, and violence.

Source: UN Global Compact, 2024, UNICEF, 2024, The Centre for Child Rights and Business, 2024,

Magaji et al., 2024,

Greenwheel.

World Vision, 2023,

UNICEF, 2022, ILO, 2021, and ILO, 2015; created by

Weak governance and public institutions contribute to inadequate labour protection and the
informalisation of certain economic sectors (e.g., agriculture, mining); this increases the
prevalence of child labour, particularly the worst forms of child labour, which are often found in

informal sectors.3

Insufficient public investments can lead to poor access to education, especially in rural areas,
which can nudge families to prioritise short-term benefits over long-term potential (i.e., by sending
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children to work). The risks of child labour are further compounded by voluntary and involuntary
migration, where the absence to social protection for migrant workers increase the vulnerability
of children entering into child labour.

Figure 7: Industry risk factors driving child labour

kﬂ 2. Industry risk factors
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Sectors that frequently use
subcontracting and outsourcing
are less capable of tracing the
origin of products and services;
businesses are less likely to carry
out the required due diligence to
address child labour risks and
impacts.

Seasonal work

Sectors that rely heavily on
seasonal migrant labour may see
cases of child labour especially
where families are not in one
place long enough for children to
attend school.

Seasonal work is often associated
with low wages and/or piece-rate
wages that can further exacerbate
child labour risks.

/e\ Homeworking

Some sectors rely on home-based
workers as part of their supply
chain. Unlike an office or factory
setting, home-based work is
difficult for businesses to monitor
working conditions, including the
use of child labour.

e
=l Type of work
Employers may be more inclined
to use child labour for certain
types of work, for instance, low
skilled or work that requires small
workers. Children are used in
work that may require fine
detailing (e.g.. embroidery). In the
case of mining, children are
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spaces.
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labour due to their purchasing
practices. For instance, low costs,
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suppliers to use child labour to
meet buyer demand.

Purchasing
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Source: UN Global Compact, 2024, UNICEF, 2024, The Centre for Child Rights and Business, 2024,

UNICEF, 2022, ILO, 2021; created by Greenwheel.

In addition to the context and industry risk factors, culture and social norms play a role in child
labour practices. There are some cultures that traditionally require children to perform
household duties and support their parents as part of their childhood to develop key social values.
In some cases, parents that do not support local child labour norms face social stigma from their

peers.'*
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Box 1: Climate change will increase the prevalence of child labour

Climate change may exacerbate the factors that drive child labour (Figure 8). Climate-induced risks
of child labour are likely to vary due to country contexts (i.e., the severity of climate-related impacts
and a country’s response). Countries with limited investments in adaptative strategies,
infrastructure, and social protection are more likely to see significant adverse social and economic
impacts that increase the prevalence of child labour.

Figure 8: The climate and child labour nexus

Reduced agricultural outputs: Severe droughts, soil depletion, and changes in rainfall will likely
decrease agricultural outputs for rural households. Families may have to resort to sending children to
work to meet subsistence needs. The reduced pay may encourage adults to move away from agriculture
to other economic activities, thereby increasing the use of child labour in agriculture.

Climate-related poverty: An estimated 32 and 132 million people could fall into extreme poverty by
2030 due to the impacts of climate change (i.e., reduced agricultural productivity, reduced productivity
due to heat, impact on food prices, exposure to natural disasters and hazards, and adverse health
impacts related to child stunting, malaria, diarrhea). Increasingly, households may pull children out of
school and push children into child labour to supplement incomes.

Accelerated climate migration: An estlmatad 500 mlllian chlldren face the risks of dlSplal:ement as

g :
children from schools and social protection mechanisms that protect them from child labour.

Increase in the worst forms of child labour: Climate change can worsen working conditions. Heat
stress disproportionately affects children who are more susceptible to heat exhaustion and dehydration
compared to adults. The increased exposure to extreme weather events and insect-borne diseases can
heighten occupational hazards for children in child lzbour.

Source: |LO, 2023, UNICEF, 2024, and World Bank, 2020; created by Greenwheel.

The challenge for businesses and investors

Compared to other human rights impacts, child labour is more complex to address due to the
number of root causes. The challenge is compounded by the vulnerability of children and
where child labour occurs. As discussed above, child labour is likely to occur in more remote or
“hidden” settings such as home-based work, family farms, plantations, or subcontracted suppliers
where businesses may have limited oversight.

Businesses and investors are put in a difficult position when it comes to child labour, as
they weigh public perception against international norms and new regulations. Businesses
and investors that are causing, contributing to, or directly linked to child labour face obvious
reputational and headline risks. Given the vulnerability of children, the criticism and reaction from
the media and consumer is often more severe than other types of human rights violations.
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At the same time, due diligence regulations require businesses to be transparent in reporting their
efforts in addressing child labour, including the number of cases identified and remediated.
Because of the public response, businesses may be “penalised" for following international norms
(i.e., by indicating that they have identified child labour cases).'> Greenwheel advises investors
to play a role in encouraging portfolio businesses to follow best practices and continue
engaging and educating with public stakeholders. Businesses can take action to remediate and
improve on prevention measures if they are identifying cases of child labour.

Greenwheel’s Investor Due Diligence Checklist on Child Labour

To support investors in assessing company performance on child labour, Greenwheel has
developed an investor due diligence checklist. The checklist is grounded in the six steps to due
diligence under the OECD Guidance on Responsible Business Conduct (Figure 9). The set of best
practices and key performance indicators (KPIs) are based on “what works" to tackle child labour
according to the United Nations, human rights expert organisations (e.g., Ethical Trading Initiative,

the Centre for Child Rights and Business), and lessons from companies in high-risk sectors.'®

Figure 9: Due diligence in the context of child labour
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in high-risk contexts (e.g.,
root cause analysis)
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with suppliers, communities, and
other stakeholders.

Source: OECD, 2018, The Centre for Child Rights and Business, 2024; Created by Greenwheel.
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Commit

A high-level policy or commitment helps set out a company’'s approach to tackling child
labour. While this can be standalone or embedded as part of a wider human rights or
sustainability policy or commitment, it should minimally highlight a company's respect for
children'’s right to be free from child labour."’

As the United Nations Guiding Principles on Business and Human Rights advises, a robust policy
needs support from senior leadership, with a clear governance structure on how commitments
are implemented across business operations. It should clearly define how a company effectively
identifies, prevents, and remediates all forms of child labour.®

Given that child labour is commonly found in the agricultural sector, home-based work, or in
subcontracted settings, a policy or commitment should extend its scope across the value chain
beyond a company’s direct operations and tier 1 suppliers. A good policy or commitment explicitly
includes vendors, other intermediaries, as well as subcontracted suppliers (authorised or
otherwise)."?

Identify

Companies are encouraged to undertake risk and impact assessments on child labour
across their value chain.?° This process can be incorporated as part of a wider human rights
impact assessment.?! Through this assessment, companies can determine whether child labour is
a salient human rights issue in their activities or business relationships.?> Companies should
assess how they may be causing, contributing to, or directly linked to child labour (Figure 10).

Figure 10: How businesses may cause, contribute to, or be directly linked to adverse impacts

( Causing adverse impacts \ / Contributing to adverse impacts\ / Directly linked to adverse \

% impacts
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recruiter) or is exposing working or poor harvest season. rely on children.
children to hazardous conditions. Consequently, workers rely on

children to compensate for the loss A company sources coffee from an

of income. agent that purchases from farms

that use child labour.
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Action for the portfolio company: Action for the portfolio company: Action for the portfolio company:
The company should cease, prevent, The company should cease or prevent The company should use its leverage
and remedy the impact. the impact and use leverage to to influence the supplier causing the

mitigate any remaining impact. impact to prevent or mitigate the
impact.

Source: OECD, 2018; created by Greenwheel.

In high-risk contexts, businesses may consider carrying out impact assessments at the site-
level. Businesses may wish to consult local non-profit organisations (NGOs), community leaders,
and trade unions for insights (e.g., cultural norms, experiences from similar industries in the
region). Partnering with local NGOs to conduct assessments can help businesses reach a wider
range of stakeholders, particularly children and young workers.?3
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Address

Figure 11: What works to address child labour
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Source: UNICEF, 2022, UNICEF, 2020, ETI, 2017, UNICEF et al., 2012; created by Greenwheel.

There are many tools available to companies to actively tackle child labour, from addressing the
root causes to actively monitoring the use of under-aged workers (Figure 11).

Decent work for working parents

Companies are encouraged to promote decent working conditions by respecting the Fundamental
Principles and Rights at Work. Decent work can be provided through paying a living wage?*, having
flexible working hours for workers with family responsibilities; adopting family-friendly policies
(e.g., provisions for pregnant and breastfeeding women, parental leave); and, offering social
protection (e.g., sick leave pay).?

Access to educational opportunities for children

While it is the government's responsibility to provide access to education and health care, some
businesses are contributing to child labour, as their activities may impair access to these
essential social services. For instance, palm plantations in Malaysia rely heavily on migrant
workers (documented and undocumented), who often move with their families. Children born to
undocumented migrant workers from Indonesia and the Philippines become “stateless”. These
children do not have access to education or health care.?® Because “stateless” children are more
likely to enter into child labour due to the absence of educational opportunities, businesses that
use migrant labour should actively facilitate access to schools and other social services.

Businesses can play a positive role in facilitating access to education to combat child labour.
For example, sixteen of the world’s leading cocoa and chocolate companies have partnered with
the Ivorian Government to improve access to quality education to five million children by 2027
through teacher training and construction of school infrastructure.?’

In facilitating access to education, businesses should adopt interventions that take into
consideration of local contexts. In nomadic, pastoralists, or remote settings where national
educational systems are absent, businesses may have to work with governments to provide
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educational services through mobile teachers or community facilitators.?® In contexts where
children are sent to work due to poverty, incentivising school attendance through providing
rations can have a positive outcome on child labour reduction and educational attainment.?®

Responsible purchasing practices

Responsible purchasing practices can remove the economic and commercial pressures that
lead to child labour in the supply chain.?’ To implement responsible purchasing practices,
businesses can adopt the “Common Framework”, which was developed by leading human rights
and value chain expert organisations.?’ This Framework outlines the key principles that remove
the pressures and incentives that drive poor working conditions, including child labour (Figure 12).

Companies can further embed responsible purchasing principles into their procurement
processes through the adoption of model clauses in their contracts. The American Bar
Association provides model clauses that assigns the responsibility for human rights due diligence
to both buyers and suppliers.3?

Figure 12: How good purchasing practices reduce risks of child labour

M Key business actions How does it reduce c| labour?

[ Responsible purchasing requires ¥ Clear roles and responsibilities, with capacity-building Child labour is the responsibility of all business
é commitment at all levels of a company,  * Risk analysis on the impact of their existing purchasing units (i.e., beyond sustainability teams). All
starting from senior leadership. practices business functions are incentivised to address
Principle 1: Responsible purchasing should be v Incorporate supplier and worker feedback on purchasing child labour. This avoids a situation where
Integration and integrated across strategies, decision- practices i _ commercial prerogatives override the
reporting making, accountability, training, and »" Improvement plans to enhance responsible purchasing commitment to respecting human rights.
internal KPIs. v" Tracking progress and open reporting
Companies should respect suppliers as v Low churn of suppliers Good relationships with suppliers can
w equal partners and engage in respectful v Mutual responsibilities encourage them to work closely with buyers to
dialogue around sourcing practices. v Responsible use of force majeure clauses tackle the root causes of child labour. Suppliers
Principle 2: Equal " Commitment to collective problem-solving are less incentivised to hide cases of child
partnership v Effective feedback mechanisms labour.
v" Supporting and incentivising continuous improvement
¥" Terms for responsible exit
Production planning should be a v Accurate specifications on product design and Lowering production pressure can reduce the
‘ collaborative endeavor between buyers developmeant need to use child labour to meet demands (e.g..
and their suppliers. v Improving forecast accuracy minimum output expected). Balanced ordering
Principle 3: v" Tracking reasons for delay can provide steady income for workers, further
Collaborative v Taking responsibility for delays caused by buyers reducing the nead for child labour to make up
production planning ¥ Sharing assodiated risks and costs (e.g. weather) income streams during low periods.
v" Balanced ordering to reduce peaks and troughs
. Suppliers should be paid fairly and on- ¥ On-time payments On-time payments can help ensure supplier
m time. Suppliers should not shoulder the " Mutually agreed upon payment terms financial sustainability and stability to pay
disproportionate burden related to v" No retrospective changes to prices workers’ wages on time.
Principle 4: Fair payments, ¥ Mutually agreed penalties and reducing supplier penalties
payment terms (preferring to addressing root causes)
v" Ensuring intermediaries commit to fair payment terms
\’ Costing levels and procedures from v" Sustainable costing to cover wages (e.g., minimum wage, Sustainable wages for adult labour can reduce
d companies should support decent living wage), production costs, responsible business the need for child labour for families. Factoring
wages and sustainable production. conduct, and reasonable supplier profit margins in increases in cost of production can support
Principle 5: Prices should allow a reasonable and ¥" Engaging workers' representatives on implementing small-scale producers in managing the
Sustainable costing maintained profit margin for suppliers. wage gaps through sustainable costing fluctuation of raw material prices.

Source: Ethical Trading Initiative et al., 2022, Ethical Trading Initiative, 2024, The Centre for Child
Rights and Business, 2023; created by Greenwheel.
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Implementing a Child Labour Monitoring System

A child labour monitoring system (CLMS) is a process that regularly checks where children may be
working. The goal of a CLMS is to safeguard children and protect young legally employed workers
from exploitation and hazardous work.3®> CLMS is more effective than traditional social
auditing in identifying child labour cases because CLMS is a continuous process. CLMS helps
identify and prevent child labour in addition to mapping out referral services for children found in
child labour.34

Compared to social auditing, instead of focusing on a specific workplace, CLMS monitors
the child. Where cases are identified, CLMS tracks the child as they are removed from work and
are provided access to social protection services. Often, CLMS use local stakeholders to monitor
children, for instance, community leaders, youth representatives, and teachers.® Because the
child is tracked through various local stakeholders, CLMS can help businesses assess the types of
tasks that children are performing to differentiate working children from child labour (e.g., light
work versus hazardous work).

Engaging key stakeholders

Businesses should not address child labour in isolation. Businesses are encouraged to
leverage their partnerships with a broad range of stakeholders including suppliers, communities,
families of children in child labour, social partners (workers’' and employers’ representatives),
government, and NGOs. Depending on the context, companies may consider working with peer
companies or industry groups to increase their leverage.

Working with suppliers

Buyers typically use social auditing as a tool to identify child labour cases in their supply chain.
Social audits are most effective when they are unannounced and draw data from a range
of informants (e.g., labour inspectors, trade union representatives, NGOs, and labour rights
experts). Where cases are identified through audits, buyers can issue a corrective action plan and
support suppliers in the remediation process.

As a best practice, buyers should share the responsibility of addressing child labour with suppliers.
This approach entails working with suppliers to map the root causes of child labour and build the
capacity of suppliers to carry out their own human rights due diligence.

Additionally, the context of where children work matters. In rural settings, it is not uncommon
for children to be working alongside their parents to perform certain tasks, including subsistence
farming, income generating activities, and household tasks. However, this is distinct from
recruiting children into the manufacturing sector to work more than the hours permitted under
light work in factories. A buyer's response to addressing child labour in the two instances should
differ (e.g., on-going monitoring versus investigation followed by corrective action and
remediation).

Working with communities

Community engagement can help companies identify more effective interventions.3¢ Informed by
community inputs, companies are increasingly taking a multi-pronged approach in tackling
the root causes of child labour. Some companies are increasing the income of farmers alongside
community programmes. Cocoa companies, for instance, build the capacity of farmers to increase
production quantity and support farmers in investing in other income-generating activities. To
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promote children’s educational attainment, companies offer cash rewards to parents that keep
children in schools.3’

Remediation

Figure 13: A guide to child labour remediation

A case of child labour is identified (e.g.. through an audit, CLMS, or complaints mechanism):

/\ ﬁhere children are under the
a ages of 14 or 15, provide
access to education (including
school fees). Work with expert
4. Provide alternatives NGOs for assistance.
during the investigation
{e,g, stipend, housing, Solutions may include allowing
food). the child to reduce or change
hours. Depending on the age
of the child, the employer may
keep the job available for when
the child is of age to perform
light work. Alternatively, offer
parents or other family
“, members a job with a living

= Qage.

1. Remove the child 2. Inform the 3. Investigate the cases
from an unsafe government or the with sensitivity, bearing
situation. police (if it does not in mind the unintended
worsen the situation for conseguences.
the child).

5. Depending on the
outcome of the
investigation, provide
effective remedies.

Where suppliers fail to address child labour and

shows no signs of improvement, consider
severing business relations.

Source: The Centre for Child Rights and Business, 2024, Good Weave, 2022, and ETI, 2017; created
by Greenwheel.

There is no one-size-fits all approach to remediating child labour, but there are key principles and
steps to adopt. The most important principle is “do no harm”. Any effort to remediate child
labour should ensure the well-being and safety of the child whilst protecting them from further
victimisation and vulnerability (Figure 13).

Some companies may respond by taking “knee-jerk” reactions such as immediate dismissal of the
child worker or imposing a blanket ban on employment under the age of 18 years old. Some
buyers may take a “zero-tolerance” approach to child labour. These approaches may inadvertently
push child labour into more invisible parts of the supply chain, thereby exposing children to
increased risks of hazardous work and decreasing the likelihood of remediation - this is often
referred to as a “push-down effect”.3® There are dire consequences for children where remediation
is carried out without consideration of the local contexts, for instance, in some cultures, girls may
be removed from work may be married off at a young age to reduce economic burdens for the
family.>

To avoid unintended consequences, remediation should always be carried out in consultation with
their family or guardian, experts, and other trusted stakeholders (e.g., teachers, community
leaders).
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Box 2: The cost of child labour remediation - a perverse incentive

Of the 1000 cases of child labour remediated by the Centre for Child Rights and Business, the
expert organisation was unable to contact the child or families to gather the facts in approximately
10% of cases. In another 20% of cases, they could not move from an assessment to remediation.
This is partly attributed to suppliers refusing to cooperate. In some cases, families and their
children were threatened and pressured into not participating.

The majority of cases (74%) are paid for by intermediaries (e.g., vendors, agents, importers)
instead of the buyer. In 15% of cases, the buyers take on the full costs of remediation. Because
most interventions require providing support until children reach the minimum age, remediation
is often costly and can last for years; for instance, if a 10-year-old child is found in child labour
conditions, remediation may require providing a stipend and access to education until the child is
of age (e.g., 14 or 15 years-old). This can lead to push-back from businesses - this explains cases
of suppliers stopping or interfering with the remediation processes.

One solution is to cost-share the remediation between buyers and suppliers. This can reduce
the incentives for businesses to disrupt assessment and remediation processes. Another solution
is to ensure that businesses in high-risk sectors factor in the cost of child labour remediation
as part of their operational costs. This is not dissimilar to factoring in community engagement
and consultations in addressing other human rights issues that require investment in obtaining
the “social license” to operate (e.g., land rights and free, prior, and informed consent for a mining
company or a forestry company).

Source: The Centre for Child Rights and Business, 2024.

Monitor

Companies should document how they are tackling child labour through a set of
measurable KPIs (Figure 14). In high-risk sectors, it is not surprising to find child labour cases.
From the perspective of human rights expert organisations and civil society, companies are
penalised for failing to identify child labour, take remedial action, and invest in continuous
improvement.

Greenwheel notes that the highest risk companies are those that operate in high-risk
sectors but fail to identify a single case of child labour in their value chain. This demonstrates
an ineffective child labour monitoring and remediation processes and can pose more significant
operational, legal, and reputation for investors should cases be identified by civil society.
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Figure 14: Key performance indicators to monitor child labour performance
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Source: Tony's Chocolonely, 2023, Cocoa Initiative, 2021, and Nestlé, 2019; created by Greenwheel.

Report

Businesses should openly document what they are doing to address child labour. This can
include policies and management systems in place to identify, prevent, address, and remediate
child labour. Where cases are identified, companies are encouraged to report the number of cases

found, how they carried out remediation, and the outcomes.
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Key Information

No investment strategy or risk management technique can guarantee returns or eliminate risks
in any market environment. Past performance is not a guide to future results. The prices of
investments and income from them may fall as well as rise and an investor's investment is
subject to potential loss, in whole or in part. Forecasts and estimates are based upon subjective
assumptions about circumstances and events that may not yet have taken place and may never
do so. The statements and opinions expressed in this article are those of the author as of the
date of publication, and do not necessarily represent the view of Redwheel. This article does not
constitute investment advice and the information shown is for illustrative purposes only. Whilst
updated figures are not available for all sources, we have performed further analysis and believe
that this data has not significantly changed and is reflective for 2025.

Global Disclaimer

Redwheel ® and Ecofin ® are registered trademarks of RWC Partners Limited (“RWC"). The term
“Redwheel” may include any one or more Redwheel branded regulated entities including, RWC
Asset Management LLP which is authorised and regulated by the UK Financial Conduct Authority
and the US Securities and Exchange Commission (“SEC"); RWC Asset Advisors (US) LLC, which is
registered with the SEC; RWC Singapore (Pte) Limited, which is licensed as a Licensed Fund
Management Company by the Monetary Authority of Singapore; Redwheel Australia Pty Ltd is an
Australian Financial Services Licensee with the Australian Securities and Investment Commission;
and Redwheel Europe Fondsmaeglerselskab A/S (“Redwheel Europe”) which is regulated by the
Danish Financial Supervisory Authority. Redwheel may act as investment manager or adviser, or
otherwise provide services, to more than one product pursuing a similar investment strategy or
focus to the product detailed in this document. Redwheel seeks to minimise any conflicts of
interest, and endeavours to act at all times in accordance with its legal and regulatory obligations
as well as its own policies and codes of conduct.

This document is directed only at professional, institutional, wholesale or qualified investors. The
services provided by Redwheel are available only to such persons. It is not intended for distribution
to and should not be relied on by any person who would qualify as a retail or individual investor
in any jurisdiction or for distribution to, or use by, any person or entity in any jurisdiction where
such distribution or use would be contrary to local law or regulation.

This document has been prepared for general information purposes only and has not been
delivered for registration in any jurisdiction nor has its content been reviewed or approved by any
regulatory authority in any jurisdiction.

The information contained herein does not constitute: (i) a binding legal agreement; (ii) legal,
regulatory, tax, accounting or other advice; (iii) an offer, recommendation or solicitation to buy or
sell shares in any fund, security, commodity, financial instrument or derivative linked to, or
otherwise included in a portfolio managed or advised by Redwheel; or (iv) an offer to enter into
any other transaction whatsoever (each a “Transaction”). Redwheel bears no responsibility for your
investment research and/or investment decisions and you should consult your own lawyer,
accountant, tax adviser or other professional adviser before entering into any Transaction. No
representations and/or warranties are made that the information contained herein is either up to
date and/or accurate and is not intended to be used or relied upon by any counterparty, investor
or any other third party.

Redwheel uses information from third party vendors, such as statistical and other data, that it
believes to be reliable. However, the accuracy of this data, which may be used to calculate results
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or otherwise compile data that finds its way over time into Redwheel research data stored on its
systems, is not guaranteed. If such information is not accurate, some of the conclusions reached
or statements made may be adversely affected. Any opinion expressed herein, which may be
subjective in nature, may not be shared by all directors, officers, employees, or representatives of
Redwheel and may be subject to change without notice. Redwheel is not liable for any decisions
made or actions or inactions taken by you or others based on the contents of this document and
neither Redwheel nor any of its directors, officers, employees, or representatives (including
affiliates) accepts any liability whatsoever for any errors and/or omissions or for any direct,
indirect, special, incidental, or consequential loss, damages, or expenses of any kind howsoever
arising from the use of, or reliance on, any information contained herein.

Information contained in this document should not be viewed as indicative of future results. Past
performance of any Transaction is not indicative of future results. The value of investments can
go down as well as up. Certain assumptions and forward looking statements may have been made
either for modelling purposes, to simplify the presentation and/or calculation of any projections
or estimates contained herein and Redwheel does not represent that that any such assumptions
or statements will reflect actual future events or that all assumptions have been considered or
stated. There can be no assurance that estimated returns or projections will be realised or that
actual returns or performance results will not materially differ from those estimated herein. Some
of the information contained in this document may be aggregated data of Transactions executed
by Redwheel that has been compiled so as not to identify the underlying Transactions of any
particular customer.

No representations or warranties of any kind are intended or should be inferred with respect to
the economic return from, or the tax consequences of, an investment in a Redwheel-managed
fund.

This document expresses no views as to the suitability or appropriateness of the fund or any other
investments described herein to the individual circumstances of any recipient.

The information transmitted is intended only for the person or entity to which it has been given
and may contain confidential and/or privileged material. In accepting receipt of the information
transmitted you agree that you and/or your affiliates, partners, directors, officers and employees,
as applicable, will keep all information strictly confidential. Any review, retransmission,
dissemination or other use of, or taking of any action in reliance upon, this information is
prohibited. Any distribution or reproduction of this document is not authorised and is prohibited
without the express written consent of Redwheel.

The risks of investment are detailed in the Prospectus and should be considered in conjunction
with your investment adviser. Please refer to the Prospectus, Key Investor Information Document
(UCITS KIID), Key Information Document (PRIIPS KID), Summary of Investor Rights and other legal
documents as well as annual and semi-annual reports before making investment decisions; these
documents are available free of charge from RWC or on RWCs website:
https://www.redwheel.com/ and available in local languages where required. RWC as the global
distributor has the right to terminate the arrangements made for marketing Redwheel Funds in
certain jurisdictions and to certain investors. Redwheel Europe is the sub-distributor of shares in
Redwheel Funds in the European Economic Area (“EEA”) and is regulated by the Danish Financial
Supervisory Authority. This document is not a solicitation or an offer to buy or sell any fund or
other investment and is issued in the UK by RWC and in the EEA by RW Europe. This document
does not constitute investment, legal or tax advice and expresses no views as to the suitability or
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appropriateness of any investment and is provided for information purposes only. The views
expressed in the commentary are those of the investment team.

Funds managed by Redwheel are not, and will not be, registered under the Securities Act of 1933
(the “Securities Act”) and are not available for purchase by US persons (as defined in Regulation S
under the Securities Act) except to persons who are “qualified purchasers” (as defined in the
Investment Company Act of 1940) and “accredited investors” (as defined in Rule 501(a) under the
Securities Act).

This document does not constitute an offer to sell, purchase, subscribe for or otherwise invest in
units or shares of any fund managed by Redwheel. Any offering is made only pursuant to the
relevant offering document and the relevant subscription application. Prospective investors
should review the offering memorandum in its entirety, including the risk factors in the offering
memorandum, before making a decision to invest.

AIFMD and Distribution in the European Economic Area (“EEA”)

The Alternative Fund Managers Directive (Directive 2011/61/EU) (“AIFMD") is a regulatory regime
which came into full effect in the EEA on 22 July 2014. RWC Asset Management LLP is an Alternative
Investment Fund Manager (an “AlIFM”) to certain funds managed by it (each an “AIF"). The AIFM is
required to make available to investors certain prescribed information prior to their investment in
an AIF. The majority of the prescribed information is contained in the latest Offering Document of
the AIF. The remainder of the prescribed information is contained in the relevant AlF's annual
report and accounts. All of the information is provided in accordance with the AIFMD.

In relation to each member state of the EEA (each a “Member State”), this document may only be
distributed and shares in a Redwheel fund (“Shares”) may only be offered and placed to the extent
that (a) the relevant Redwheel fund is permitted to be marketed to professional investors in
accordance with the AIFMD (as implemented into the local law/regulation of the relevant Member
State); or (b) this document may otherwise be lawfully distributed and the Shares may lawfully be
offered or placed in that Member State (including at the initiative of the investor).

Information Required for Offering in Switzerland of Foreign Collective Investment Schemes to
Quialified Investors within the meaning of Article 10 CISA.

This is an advertising document.

The representative and paying agent of the Redwheel-managed funds in Switzerland (the
“Representative in Switzerland”) FIRST INDEPENDENT FUND SERVICES LTD, Feldeggstrasse 12, CH-
8008 Zurich. Swiss Paying Agent: Helvetische Bank AG, Seefeldstrasse 215, CH-8008 Zurich. In
respect of the units of the Redwheel-managed funds offered in Switzerland, the place of
performance is at the registered office of the Swiss Representative. The place of jurisdiction is at
the registered office of the Swiss Representative or at the registered office or place of residence
of the investor.
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This document does not constitute an offer to sell, purchase, subscribe for or otherwise invest in units or shares of any
fund managed by Redwheel. Any offering is made only pursuant to the relevant offering document and the relevant
subscription application. Prospective investors should review the offering memorandum in its entirety, including the
risk factors in the offering memorandum, before making a decision to invest.

CONTACT US

Please contact us if you have any questions or
would like to discuss any of our strategies.
invest@redwheel.com | www.redwheel.com

Redwheel London Redwheel Europe

Verde Fondsmaeglerselskab A/S,
10 Bressenden Place Havnegade 39, 1058
London SW1E 5DH Kegbenhavn K, Denmark
+4420 72276000

Redwheel Miami Redwheel Singapore
2640 South Bayshore Drive 80 Raffles Place
Suite 201 #22-23

Miami UOB Plaza 2
Florida33133 Singapore 048624
+1305 6029501 +65 68129540
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