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Report outiook

Amid growing expectations for companies to effectively
address the risks of child labor associated with their
business activities, transparency surrounding their due
diligence processes has become paramount. By mapping
the terrain, this inaugural benchmark report provides
valuable insights into how the largest Swiss companies are
reporting on their due diligence practices and ensuring that
their business activities do not contribute to the violation
of children’s rights, as required by Swiss law for the first
time for the 2023 business year. The findings indicate

that transparency and information in this domain remains
insufficient, with many companies falling short of providing
the accountability expected by many stakeholders.

This report serves as a vital resource to help companies
improve their reporting practices, not only in the interest
of satisfying increasing demands for information from
stakeholders and ensuring compliance with an increasingly
stricter regulatory landscape, but also to position
themselves as leaders in the global effort to eradicate
child labor and promote ethical business practices.
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EXecutive summary

Situation of children worldwide

1 in 1 0 children worldwide are 5 0 / of child labor involves
involved in child labor 0 hazardous working conditions

Transparency is a crucial aspect of
any substantial due diligence process

Commitment of Swiss companies

Only

o of the largest Swiss companies o of the largest Swiss companies fail
disclose an explicit commitment to disclose any formal policy related
0 to children’s rights 0 to child labor or human rights

9 0/ of the largest Swiss companies have a function that is explicitly
O responsible for addressing child labor or children’s rights

\

80 percent Fewer than one in five
of the largest Swiss companies do not of the largest Swiss companies
disclose their approach toward identifying or disclose measures addressing their
assessing impacts on the rights of children impact on children’s rights
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Introduction

Child labor remains a pervasive global issue, deeply
embedded in global value chains of companies
worldwide. According to the International Labour
Organization (ILO), around one in ten children

is engaged in child labor, depriving them of a
childhood and education and exposing them to
severe health risks as well as lifelong poverty.

For the first time in 20 years, child labor is on the
rise again.

Businesses' corporate responsibility to respect human
rights is a key element of the United Nations Guiding
Principles on Business and Human Rights (UNGPs). It
means acting with due diligence to avoid infringing on
the rights of others and addressing adverse impacts
they might cause. Driven by a growing global recognition
of the urgency of this matter and in response to the
increase in binding legislation, the need for companies
to fulfill these responsibilities is growing. In this context,
children’s rights should be considered a distinct human
rights issue and children should be recognized as
uniquely vulnerable and critical stakeholders in society.
The risk of contributing to child labor through business
activities is one of the most important elements in
companies’ ESG ratings and sustainability engagement,
whereby attention should also be focused on other
children’s rights issues that go beyond child labor. This
heightened awareness has led to an increase in the
implementation of due diligence processes that are
designed to systematically identify, assess and address
potential and actual risks of human rights violations,
including child labor, throughout a company's value chain.

In addition, the regulatory landscape surrounding human
rights due diligence is evolving rapidly, with a special
focus on addressing child labor issues. As of 2022, the
Ordinance on Due Diligence and Transparency in relation
to Minerals and Metals from Conflict-affected Areas and
Child Labor came into effect in Switzerland, requiring
certain large Swiss companies to conduct a due diligence
process throughout their value chain and provide
transparency on how child labor risks are addressed in
their operations and supply chain.

Silvan Jurt Partner
Partner, Head Corporate
Sustainability Services
KPMG Switzerland

At the same time, there is a growing number of regulations
in the European Union (EU) that may affect Swiss
companies. Most notably, the EU’s recently adopted
Corporate Sustainability Due Diligence Directive (CSDDD)
introduces comprehensive human rights due diligence
obligations for large companies, including obligations for
non-EU companies that operate in the EU and reach a
certain turnover threshold.

Ensuring compliance with these regulatory requirements
and meeting the heightened expectations of various
stakeholders has made the integration of robust human
rights due diligence processes into a company’s compliance
management system a priority.

Transparency is a crucial aspect of due diligence and
companies are being mandated to provide accountability to
their stakeholders, allowing them to assess a company’s
efforts to address human rights in general and child labor
risks in particular. However, reporting on child labor or
children’s rights is still in its infancy in Switzerland and
companies struggle to provide appropriate transparency
and accountability to their stakeholders.

This report therefore provides insights into the state of
reporting on child labor and children’s rights at the largest
Swiss companies by analyzing their reporting based

on crucial elements of their due diligence processes.
While the findings indicate room for improvement, they
can be seen as an insightful starting point for the further
development that companies need to undergo with
respect to their human rights engagement, especially in
terms of transparency and accountability.

Raising the bar: child labor due diligence reporting 5



Child labor

Given its global prevalence and severe consequences,
child labor remains a scourge on humanity to this
day. According to the ILO, child labor includes
work that harms a child’s physical, mental or
moral development, interferes with their education
and deprives them of their childhood and dignity.
This encompasses hazardous work, exploitative
practices and activities that prevent children from
attending or completing school.’

According to the joint ILO/UNICEF Global Estimates
Report on Child Labour 20202, approximately 160 million
children between the ages of 5 and 17, nearly one

in ten children globally, were involved in child labor

in 2020. Around half of these children work under
hazardous conditions that severely endanger their health
and well-being. The prevalence of child labor is not
uniformly distributed across the globe, however. It varies
significantly by region, influenced by a complex web

of factors. Sub-Saharan Africa bears the brunt of this
crisis, accounting for about 55 percent of all instances
of child labor.

Factors such as extreme poverty, limited access to
education and socio-political instability create an
environment where child exploitation thrives. Central
and Southern Asia as well as Eastern and South-Eastern
Asia follow with 17 and 15 percent, respectively; rapid
industrialization, economic disparities and cultural factors
are major drivers in these regions. By contrast, Latin
America and the Caribbean, along with Europe and North
America, account for only about 5 percent and 2 percent
of incidents of child labor, respectively?.

Figure 1:

Percentage and number of children aged 5 to 17 years in child labor

by region (2020)

5% 2%

15% '

17%

2%

I Sub-Saharan Africa
[ Central and Southern Asia
I Latin America and the Caribbean

B Northern Africa and Western Asia
B Eastern and South-Eastern Asia
I Europe and Northern America

Source: ILO/UNICEF (2021). Child Labour: Global estimates 2020, trends and the road forward, p. 13.
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Despite those regional disparities, the risk of child labor
is pervasive in many global supply chains. Notably, earlier
stages of the value chain — often characterized by labor-
intensive tasks and manual labor — are particularly
vulnerable to child labor. Sectors like agriculture, mining,
construction and manufacturing are disproportionately
burdened by the persistence of child labor, whereas
agriculture is the sector that accounts for highest
percentage by far: 70 percent of all children are involved
in child labor and over three quarters of the children
aged 5 to 11 work in agriculture.®

Children engaged in hazardous work often endure
dangerous environments, particularly long hours and
exposure to physical, emotional and sexual abuse.

It is estimated that approximately 22,000 children die
each year from work-related accidents, while countless
more suffer from debilitating injuries. The long-term
health consequences of such labor are profound, as it
can lead to chronic illnesses, malnutrition, psychological
trauma and stunted physical development. Furthermore,
child labor deprives children of their right to education,
locking them into a cycle of poverty that perpetuates
intergenerational exploitation. Without an adequate
education, these children are far less likely to escape
poverty as adults and their children are at a high risk

of suffering the same fate. This cycle not only hinders
individual progress but also impedes broader social and
economic development in regions where child labor is
endemic.*

arwoN =

and end child labour for good! Accessed October 30, 2024.

It is estimated that approximately
22,000 children die each year
from work-related accidents,
while countless more suffer from
debilitating injuries.

Addressing child labor requires coordinated global
efforts. For corporations with global value chains,
particularly in sectors vulnerable to exploitation, taking
meaningful action is crucial. Businesses are called

upon to implement rigorous due diligence practices,
tracing the origins of raw materials and ensuring that
suppliers adhere to international labor standards. At the
same time, respecting human rights also has positive
impacts for companies as they can profit from improved
risk management, more resilient supply chains and an
increase in business opportunities with governments and
investors. They boost their reputation and build stronger
relationships with stakeholders, thus enhancing their
social license to operate. Finally, they can attract young
talent focused on ethical performance, giving them a
competitive advantage in markets valuing non-financial
factors like social compliance and human rights. Only
through companies’ contributions can we hope to break
the cycle of exploitation and ensure a future where every
child is free from the scourge of labor.

International Labour Organization (ILO). What is child labour. Accessed October 30, 2024.

ILO/UNICEF (2021). Child Labour: Global estimates 2020, trends and the road forward. Accessed October 30, 2024.

European Commission (n.d.). Child labour has a profound impact on the health and wellbeing of children. Accessed October 30, 2024.
European Commission (n.d.). 2021 was International Year for the Elimination of Child Labour - it's time to step up to our commitments
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Regulatory landscape and outlook

Driven by greater global recognition of companies’
responsibility for respecting human rights, the
regulatory landscape for corporate due diligence
has evolved significantly in recent years.
Companies worldwide are becoming increasingly
subject to strict requirements aimed at ensuring
that their operations and both upstream and
downstream value chains do not violate human
rights.

The United Nations has played a pivotal role in shaping
the regulatory environment. Published in 2011, its Guiding
Principles on Business and Human Rights (UNGPs)® set a
global standard for preventing and addressing the risk of
adverse human rights impacts linked to business activity.
While the UNGPs themselves do not impose legally
binding obligations, they have catalyzed the creation of an
increasing number of regulations in various national and
regional jurisdictions.

In Switzerland, the relevant regulatory landscape is
centered around the implementation of the indirect
counterproposal to the responsible business initiative
("Konzernverantwortungsinitiative”) that was adopted
by the Federal Council in 2021 and for which the
requirements entered into force in January 2022. The
new obligations were applied for the 2023 business
year, with the first reports published in early 2024. On
the one hand, the new law (Code of Obligations (CO)
Art. 964) requires that companies carry out non-financial
reporting on the environment, social affairs, labor rights,
human rights and corruption. Additionally, a second
piece of legislation, the “Ordinance on Due Diligence
and Transparency in relation to Minerals and Metals
from Conflict-Affected Areas and Child Labor” (DDTrO)
imposes mandatory due diligence requirements on
certain companies regarding conflict minerals as well as
child labor.
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The DDTrO mandates that due diligence be performed
for those companies domiciled in Switzerland that offer
products and services with a “reasonable suspicion” that
they have been produced or provided using child labor
when exceeding at least two of the following thresholds
in two successive business years: (1) a balance sheet
total of CHF 20 million, (2) sales revenue of CHF 40
million, (3) 250 full-time equivalent positions on average
for the year. Furthermore, regardless of whether these
thresholds were exceeded, the regulation applies to all
companies offering products or services with an obvious
(confirmed) use of child labor. The DDTrO requires
companies to assess their supply chains (own operations
and whole upstream supply chain), identify and address
potential risks, and report annually on their due diligence
activities. Failure to comply with the DDTrO will lead to
fines of up to CHF 100,000 for the company’s directors,
including an entry into the Swiss criminal record of the
person concerned.

Similarly, corresponding due diligence regulations are
tightening in numerous countries around the world.
Examples include Germany's Supply Chain Due Diligence
Act (2020), the Modern Slavery Act in the United
Kingdom (2015), France's Duty of Vigilance Law (2017),
the Norwegian Transparency Act (2021), Canada’s
Fighting Against Forced Labor and Child Labor in Supply
Chains Act (2024), or the US Uyghur Forced Labor
Prevention Act (2022). Most notably, the EU’s recently
adopted Corporate Sustainability Due Diligence Directive
(CSDDD) represents one of the most comprehensive
regulations focused on preventing severe human rights
violations like child labor through the use of rigorous
human rights due diligence procedures. According to

the CSDDD's third-country rule, from 2029 onwards,
compliance with this regulation will also become mandatory
for Swiss companies that generate a consolidated net
turnover of more than EUR 450 million from operations

in EU member countries.



Regarding non-financial reporting obligations, the current
Swiss legislation that was introduced with CO Art. 964 Examples of tightening due
applies to public companies and large financial institutions diligence regulations in numerous
with at least 500 employees and a balance sheet total of countries around the world.

more than CHF 20 million or turnover of CHF 40 million in
two consecutive financial years. At EU level, the Corporate
Sustainability Reporting Directive (CSRD) that entered
into force in January 2023 requires companies that exceed
certain thresholds to disclose detailed information on
human rights and child labor, in particular. In the event

of non-compliance with their duty of care, companies

are liable under civil law for damages resulting from
this non-compliance. By 2028, the CSRD will become
mandatory for those Swiss (“Non-EU") companies

that generate consolidated net turnover of more than
EUR 150 million from operations in EU member countries
for two consecutive financial years and that have at least
one subsidiary in the EU that is either a large undertaking
or a branch in the EU with net turnover of more than

EUR 40 million. As a reaction to the new developments
in the EU, the Swiss Federal Council started a consultation
process for a new law in July 2024 with the aim of aligning
the Swiss non-financial reporting regulations with the
requirements of the CSRD. This would increase the
number of Swiss companies having to report on ESG
matters from currently 300 to about 3,500.

ance Law, France

Due Diligence

- ) Act, Norwa
This shift from voluntary guidelines to mandatory regulations Y

is a significant development, while the fragmented nature
of regulatory requirements across different jurisdictions
adds another layer of complexity for companies —
particularly those with international operations and global
supply chains. In such an increasingly complex and
challenging regulatory environment, companies must
ensure compliance with a patchwork of national and
regional laws, each with its own specificities regarding
due diligence processes, reporting standards and
enforcement mechanisms. Furthermore, the regulatory
landscape is continually evolving, with new laws and
amendments being introduced regularly. As a result,
companies must stay up to date on these developments
and be prepared to adapt their DD systems accordingly.

ed Labor Prevention

nst Forced Labor
bor in Supply Chains

® United Nations (2011). Guiding Principles on Business and Human Rights.
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UNICEF perspective on

regulatory developments

1

How does UNICEF assess
the current Swiss legislation

on child labor due diligence
(DDToR)?

UNICEF Switzerland and
Liechtenstein has been critical about
the DDToR due to its overly narrow
focus on child labor. However, child
labor cannot be tackled in isolation
and several interrelated root causes —
such as poverty, access to education,
and harmful social norms — must be
addressed comprehensively through
a systemic approach to protecting
children. While the regulation mainly
results in companies becoming
reliant on auditing, monitoring and
compliance approaches, it is key

to addressing these root causes by
strengthening systems related to
child protection, education, health,
WASH (water, sanitation, and hygiene)
and social protection. A multi-
stakeholder approach is needed that
involves key actors along the supply
chain — including the government,
cooperatives, concession holders,
civil society organizations, workers,
manufacturing and end-user
companies — to achieve real and
lasting impacts. Businesses should
therefore invest in systems-based
approaches and avoid creating parallel
systems that may conflict with public
services to achieve sustained impact
at scale. For a coordinated effort

and impact, companies should join
(industry or sector-specific) multi-
stakeholder initiatives. Furthermore,
the predefined focus on child labor
may also divert companies’ resources
away from other, potentially more
material, human rights issues within
their value chains.

(2)
&)

What are UNICEF’s recommen-
dations on the states’ implemen-
tation of the recently adopted
EU-CSDDD?

UNICEF welcomes the adoption

of the EU-CSDDD and calls for a
quick implementation by states. As
for Switzerland not being part of
the EU, UNICEF Switzerland and
Liechtenstein are convinced that a
level playing field for businesses is
crucial and that Switzerland should
adapt its own regulation to meet
the EU’s standards. \We welcome
that children’s rights are explicitly
mentioned by the EU-CSDDD.

The directive is an important
instrument that sends a strong
signal to businesses and lays

the groundwork for the EU and
beyond. As a distinct category
within the human rights framework,
children’s rights encompass more
than merely the issue of child labor
and companies need to consider
them — together with environmental
standards — in their entirety.®

3

UNICEF’s recommendations on
due diligence beyond current and
upcoming legal requirements?

We recommend that companies apply
a whole-child lens to their sustainability
and due diligence responsibilities by
integrating the rights of children,
enshrined in the UN Convention on

the Rights of the Child, into existing
relevant sustainability and due diligence
processes. Through a child-centric
approach that goes beyond child labor,
companies intentionally consider
child-related factors as a means of
promoting positive child outcomes
while minimizing child harm. UNICEF,
the UN Global Compact and Save the
Children published the Children’s
Rights and Business Principles (CRBPs)
in 2012.7 Based on the UNGPs, the
CRBPs aim to increase awareness and
the visibility of children’s rights. Except
for child labor issues, children’s rights
were not considered an important
aspect of responsible and sustainable
business conduct until the principles
were developed. Although the 10 CRBPs
are not legally binding, they interpret
internationally agreed-upon children’s
rights for business stakeholders and
encourage these rights to be integrated
into business practices through clearly
defined actions. As a result, businesses
need to assess their own practices
through the entire value chain more
holistically. This includes ensuring a
living wage and decent working
conditions for parents, caregivers and
youths supplying responsible products
and services; applying responsible
(digital) marketing practices; and
providing financing for programs and
services — whether directly or indirectly
by paying taxes.

6 UNICEF Switzerland and Liechtenstein. The new EU Supply Chain Act protects child rights. 2024. Accessed November 11, 2024.
7 UNICEF, UN Global Compact, Save the Children. Children’s Rights and Business Principles. 2012. Accessed on June 28, 2024.
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Human rights due diligence &
compliance management systems

Due diligence is a process that enterprises
should carry out to identify, prevent, mitigate
and account for how they address actual

and potential adverse impacts in their own
operations, their supply chain and other business
relationships, as recommended in the OECD
Guidelines for Multinational Enterprises. Given
the intricate nature of effective due diligence,
clear and comprehensive guidance is essential
for companies to ensure responsible and ethical
business practices.

In this context, the OECD's Due Diligence Guidance for
Responsible Business Conduct® has emerged as a leading
framework. It provides a valuable tool for companies
seeking to align their practices with international human
rights standards and mitigate potential negative impacts,
emphasizing responsibilities, risk assessment, policy
integration, monitoring, transparency and remediation
measures.

Recent regulations in Switzerland and other countries
mandate the implementation of due diligence procedures,
requiring companies to integrate due diligence obligations
into their compliance management systems. The
introduction of the new Swiss ordinance (DDTrO) as well
as Article 964 of the Swiss Code of Obligations (CO) not
only require certain Swiss companies to comply with due
diligence and reporting obligations but also impose an
audit in relation to minerals and metals. The requirements
stipulate that the audit is to be carried out annually

by an audit firm that is licensed as an audit expert in
accordance with the Audit Oversight Act of 16 December
2005. The audit firm shall examine whether there are
circumstances from which it may be concluded that due
diligence pursuant to Article 964k paragraphs 1 and 2

CO has not been carried out. Although this currently
relates exclusively to due diligence obligations in relation
to the minerals and metals, it can be assumed that these
audit requirements could be extended to cover child labor
in the future.

Figure 2:
OECD’s proposed due diligence process

Communicate how
impacts are addressed

01

Embed responsible

business conduct

Identify & assess adverse impacts
in operations, supply chains &
business relationships

06

Provide for or cooperate
in remediation when appropriate

into policies &
management

systems

Track implementation
and results

Cease, prevent or mitigate
adverse impacts

Source: OECD (2018). OECD Due Diligence Guidance for Responsible Business Conduct, p.21.

8 OECD. OECD Due Diligence Guidance for Responsible Business Conduct. 2018. Accessed November 12, 2024.
9 EXPERTsuisse. Schweizer Prifungsstandard (PS) 980, p. 5: Grundsatze zur Prifung von Compliance Management Systemen. 2018.

Accessed November 12, 2024.
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Drawing on the OECD's framework, ExpertSuisse, the Swiss specialist
association for auditing, taxes and fiduciary, outlined the following practical
key elements according to the relevant Swiss Auditing Standard that
companies should have in place for an effective compliance management
system and which would be expected in relation to the Swiss due diligence
obligations. ExpertSuisse’s Q&A?® includes further details on each of the
following elements to help companies prepare for assurance:

Culture

Establishing a strong compliance
culture through a clear commitment
by top management to ethical
practices throughout the value
chain, establishing open and regular
communication on compliance
management with top and middle
management, implementing clear
incentives supporting sustainable
development, and ensuring swift
action in the event of misconduct

Goals & risks

Setting clear goals for managing
human rights aspects and their
alignment with the company'’s
core values, implementing an
effective risk management plan
and performing a systematic
assessment of both sector
specific and residual risks

Program

Implementing a comprehensive
supply chain policy and risk
mitigation measures, outlining
actions addressing policy violations
or adverse human rights impacts
and defining a clear reporting
procedure

Organization

Defining clear responsibilities and
processes, allocating adequate
resources to support the compliance
function, and ensuring effective
oversight and management of
compliance efforts

Communication

Conveying the supply chain policy
and human-rights-related due
diligence requirements to internal
and external stakeholders, raising
awareness and ensuring adherence
to compliance standards

Monitoring & improvement

Conducting audits and independent
reviews to assess compliance with
relevant standards and improve the
compliance management system,
regular reporting of significant
complaints
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survey results

Transparency of child labor due diligence

by the largest Swiss companies

Transparency is a key aspect of effective due
diligence. Companies are encouraged to disclose
relevant information on due diligence processes so
it is easily accessible and to provide appropriate
accountability to individuals or groups who

may be impacted as well as to other relevant

stakeholders, such as governing bodies or investors.

The following findings show the reporting practices
of the largest companies in Switzerland regarding
the crucial elements of an effective due diligence
process and compliance management systems on
the topic of human rights, with a focus on children’s
rights and child labor.

While a clear commitment to children’s rights should
be an essential element of a company’s compliance
management system with integrated human rights, only
about half of the 76 companies publishing non-financial
sustainability reports (54 percent) disclose their stance
on this issue. This disparity is particularly visible in
industries with varying levels of potential risks for child
labor. Companies operating in sectors with a higher
likelihood of child exploitation are significantly more
likely to publicly declare their commitment (71 percent)
compared to those in lower-risk sectors (44 percent).
Moreover, a concerning 10 percent of companies fail
to address children'’s rights or human rights in their
reporting altogether.

540/ of all companies disclose a general
0 commitment to children’s rights

Anchoring a general commitment to the protection

of children’s rights in a relevant policy is crucial for an
effective human rights due diligence process. About
half of all companies (53 percent) report the existence
of a policy addressing children’s rights — either through
a specific child labor policy or with child labor explicitly
addressed within a broader human rights policy or
(supplier) code of conduct — while this prevalence is
significantly higher (71 percent) in sectors with a higher
risk of child labor. Only 42 percent of companies in
lower-risk sectors disclose the existence of such a policy.
Additionally, 20 percent of companies rely solely on the
disclosure of the existence of a general human rights
policy that may or may not adequately address child
labor concerns.

More than one-fourth of the companies (27 percent),
however, still fail to disclose any formal policy related to
child labor or human rights, which raises concerns about
their human rights commitment and accountability.

o of the companies do not disclose
any formal policy related to child
O labor or human rights in general

Besides including comprehensive human rights and/

or children’s rights policies into a company’s business
strategy, the definition of explicit responsibilities is an
equally important element of due diligence. However,
there is a significant lack of disclosure regarding the
specific functions or departments tasked with protecting
children’s rights. Only 9 percent of companies disclosed
a function or department with explicit responsibility for
addressing child labor or children’s rights.

9%
0
Even though a widespread general disclosure of the

risks of child labor associated with a company’s business
activities can be seen (79 percent), a significant gap
persists in transparency regarding child labor between
companies in high-risk and low-risk sectors. Companies
operating in sectors with a higher risk of child labor often
fail to adequately acknowledge the potential for the
violation of children’s rights. Only 57 percent of those in
high-risk sectors disclose those risks for their businesses.
This highlights the urgent need for greater transparency
and action in industries where the risk for child labor is
more prevalent.

of companies disclose a function
with explicit responsibilities for
protecting children’s rights

Only of companies operating in a sector
57 0/ with a higher likelihood of child
labor disclose the results of their
0 risk assessment

Furthermore, companies are rather reluctant when it
comes to providing transparency on their approach

to identifying or assessing their actual or potential
adverse impacts on the rights of children. Four in five
companies (80 percent) do not provide any information
on their approach and only 13 percent of the reporting
companies disclose their specific approach regarding
child labor. Furthermore, approaches disclosed are limited
predominantly to the upstream value chain.

Raising the bar: child labor due diligence reporting 13



This lack of transparency and comprehensiveness hinders
effective monitoring and, as a result, accountability, and
suggests a significant gap in the human rights risk and
impact assessment along the entire value chain.

Only of all companies disclose their

1 30/ approach to identifying or assessing

their actual or potential adverse

0 impacts on child labor

Despite the expectation that companies report on
concrete measures taken to address adverse impacts
on children’s rights in order to cease, prevent or mitigate
a violation, a significant majority fall short of this crucial
element of human rights due diligence. Only 16 percent
provide detailed information on these initiatives, while
another 22 percent offer general disclosures related to
human rights activities. However, a concerning half of all
reporting companies fail to provide any information on
their efforts to cease, prevent, or mitigate their impacts
on children’s or human rights. This lack of transparency
extends to monitoring efforts, with only 14 percent of
companies disclosing their approach to monitoring the
implementation and effectiveness of measures taken
related to child labor (5 percent) or human rights (9 percent).

Only of all companies disclose an

50/ approach to monitoring their
measures for addressing
0 adverse impacts
Grievance mechanisms are essential components of
effective compliance management systems. While
only 9 percent of companies explicitly disclose such
mechanisms in relation to child labor, a more significant
portion of companies (42 percent) do mention the
existence of grievance channels for human rights in
general. This may reflect the fact that many companies
have established multipurpose channels, allowing
stakeholders to raise concerns about various issues,
including child labor. While this approach can be beneficial,
it is crucial to ensure that these channels are accessible,
transparent and capable of addressing child labor-specific
concerns effectively.

14 Raising the bar: child labor due diligence reporting

of all companies disclose the
o existence of grievance mechanisms
42 / for general human rights issues,
0 only 9% in relation to child labor

In the event of actual adverse impacts regarding child
labor, the provision of and/or cooperation in remediation
is another essential part of a due diligence process.
However, only 9 percent of companies explicitly disclose
such remediation measures in relation to child labor,
while at least one-third of all reporting companies (33
percent) disclose measures to remediate violations of
human rights in general.

113

Regarding communication and reporting, companies are
encouraged to adhere to established standards to facilitate
standardized and comparable reporting. Most notably, the
Global Reporting Initiative (GRI) Standards are considered
the de-facto global framework and provide three relevant
disclosures: 408-1 Operations and suppliers at significant
risk for incidents of child labor, 414-1 New suppliers that
were screened using social criteria, and 414-2 Negative
social impacts in the supply chain and actions taken.
While over half of companies (53 percent) report on at
least one GRI disclosure, only one in ten companies align
their reporting with all three disclosures. Furthermore, a
significant portion (47 percent) fails to align their reporting
with the GRI Standards at all, potentially hindering the
reliability and comparability of information on their due
diligence approach.

of all reporting companies (33%)
disclose measures to remediate
violations of human rights in general

of companies fail to align their
47 O/ reporting with the GRI Standards,
which represent the de-facto
0 global reporting framework

Finally, it is crucial that companies disclose their compliance
with legal requirements, allowing stakeholders to make
informed decisions based on a clear understanding of a
company’s regulatory obligations. Regarding the Swiss
Ordinance on Due Diligence and Transparency in relation to
Minerals and Metals from Conflict-affected Areas and Child
Labor, 59 percent of all companies have indicated whether
and to what extent they are subject to this regulation.



Almost a quarter of companies (24 percent) disclose
that they fall within the scope of this regulation and
fully comply with the corresponding obligations.
Furthermore, more than 36 percent of companies
have communicated that they fall within the scope of
the regulation but are exempt from the due diligence
and reporting obligations, either because they comply
with equivalent internationally recognized regulations
(4 percent) or because they have concluded (based on
their risk assessment) that they do not offer products or
services for which there is a reasonable suspicion that
they have been manufactured or provided using child
labor (32 percent). One additional company (1 percent)

has also disclosed that it does not currently fall within the

scope of regulation but would have to comply fully with
the due diligence and reporting obligations if the scope
were extended. However, 30 companies (39 percent)
did not provide any information on compliance with the
Ordinance.

More than

113

The findings of the survey underscore a key point:
transparency is essential for credible and compliant
human rights due diligence, yet current corporate
disclosures on human rights and child labor in particular
often lack the necessary depth and reliability. Robust
due diligence procedures and appropriate social
compliance management frameworks — such as those
provided through the EU Taxonomy KPIs — are currently
seen as baseline expectations for any sustainability
report, ESG initiatives or green claims. However, many
organizations do not provide disclosures that would

be sufficient to allow an investor or other stakeholders
to assess whether they possess adequate processes,
tools and frameworks to monitor and report effectively,
leaving the quality of social disclosures below the level
seen in many environment-related areas. The UN Guiding
Principles on Business and Human Rights, established in
2011 and supported by all UN member states, form the
foundational framework for the evolution of human rights
frameworks and disclosures.

of all companies do not provide any
information on their compliance
with the Swiss regulation DDTRO

They underscore that companies must align their
practices not only to comply with the law but also to
fulfill a broader responsibility to society. With mandatory
legislation on the rise across jurisdictions, companies
must proactively prepare by adopting and strengthening
their human rights engagement to meet these standards.
This dual commitment to legal standards and ethical
principles reinforces the idea that respecting human
rights is integral to responsible business conduct.
Companies will be held accountable for their action in
the near future, and getting prepared for that moment
includes having the appropriate measurements and
monitoring activities in place. Given the complexity of
the subject matter, this will take time.

The time to act is now -
transparency on human
rights and child labor in
particular is becoming
increasingly essential and
companies that prioritize
it will not only meet
regulatory expectations
but also strengthen

their credibility and
trustworthiness in the
eyes of their stakeholders.
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Conclusion

Child labor remains a pervasive global issue, with millions
of children exposed to physical and psychological harm,
educational deprivation and economic exploitation. It

is deeply embedded in many value chains worldwide,
particularly in the early stages of production such as
resource extraction, farming, and manufacturing. As a
result, companies are currently facing growing pressure
to fulfill their responsibility to respect human rights,
especially children’s rights, with that pressure being
driven by both public expectations and a tightening
regulatory landscape. To ensure compliance with these
increasing legal requirements, such as the Swiss DDTrO
and recently adopted CSDDD, as well as to meet the
heightened stakeholder demands, companies must adopt
robust due diligence processes and integrate them into
their compliance management systems.

A cornerstone of effective due
diligence is transparent reporting,
enabling stakeholders to assess

a company’s commitment to
safeguarding children’s rights.

In Switzerland, however, reporting

on child labor remains in its infancy,
with many companies struggling to
demonstrate adequate accountability.

Our analysis of the largest Swiss companies’ reporting
practices underscores that fact, revealing that many
still fall short in terms of transparency. Despite growing
demands from stakeholders, a substantial number of
companies fail to provide clear and detailed information
about crucial aspects of their due diligence process.
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This includes the absence of information on key aspects
such as a company’'s commitment to children’s rights;
respective policies; responsibilities; risk assessment
procedures; measures to cease, prevent, mitigate

or remediate negative impacts identified; grievance
mechanisms as well as its compliance with legal
obligations. This absence of transparency is especially
concerning for companies operating in sectors particularly
exposed to a presumably heightened risk of child labor.

The lack of detail leaves stakeholders — including
consumers, investors and regulators — without the
insights they need to evaluate whether these companies
are effectively identifying and addressing child labor risks
or merely paying lip service. This not only undermines
the credibility of corporate social responsibility claims
but also suggests a failure to implement effective due
diligence. The lack of transparency could therefore be
attributed to inadequate internal systems or a lack of the
capacities and knowledge needed to apply due diligence
step by step, whereas other companies may intentionally
omit this information to avoid drawing attention to
potential vulnerabilities.

Without transparency, it is difficult for external parties
to hold companies accountable or support collaborative
efforts aimed at eradicating child labor. Furthermore,
the failure to disclose critical due diligence efforts

not only exposes companies to reputational risks and
stakeholder disengagement but also to legal challenges
under the tightening regulatory landscape. The findings
therefore highlight the need for Swiss companies to
enhance transparency and step up their efforts regarding
child labor due diligence. Sufficient accountability is a
crucial step towards companies playing a vital role in
safeguarding the rights of children and ensuring a more
equitable and sustainable future for all.



Methodology

The sample for this study was drawn from the KPMG
Global Sustainability Survey 2024, which concentrates
on the top 100 Swiss companies by revenue. To ensure
the availability of non-financial reporting data, the
analysis was limited to 76 companies that had publicly
disclosed such information. Non-financial reporting was
considered present if a company adopted a systematic
approach to reporting on its environmental, social and
governance performance. This encompassed standalone
sustainability reports, sustainability information integrated
within annual financial reports, integrated reports and
sustainability data provided online. All available non-
financial reporting from these sources was analyzed for
each of the 76 companies in the sample.

To assess the impact of a company’s exposure to child
labor risks on its reporting practices, companies were
categorized into two groups based on the likelihood of
human rights violations in their respective sector. The
Sustainability Accounting Standards Board's (SASB)
industry classification and Materiality Finder were used to
identify sectors with heightened human rights concerns.
Consequently, companies operating in sectors with a
higher risk of child labor (n = 41) were distinguished from
those in sectors deemed to have a lower risk (n = 59).

Limitations

The findings of this analysis are confined to the non-
financial reporting of the largest 100 Swiss companies
by revenue in 2024 and cannot be extrapolated to other
populations. While the focus on non-financial reports
provides a comprehensive overview of sustainability
disclosures, it may overlook potential child labor-related
information outlined in other company documents,

such as child labor-specific declarations, statements or
policies. Additionally, the determination of whether a
company’s disclosure is to be considered a non-financial
report, as defined in the methodology, can be subject to
professional judgment, potentially leading to variations in
categorization and the omission of relevant information.
Finally, the categorization of companies into sectors with
higher or lower child labor risks was based on a broader
assessment of human rights concerns, as identified

by the SASB Materiality Finder. This approach, while
providing a robust framework, may not fully capture the
nuances of child labor risks within specific industries or
regions.
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