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1. Introduction

The world is facing a climate emergency. Global emissions will
have to be drastically reduced to reach net zero by 2050 in line

with the 1.5°C Paris Agreement goal.!

Recently, the Intergovernmental Panel on Climate Change
(IPCC) declared that the solar and electric vehicle (EV) sectors
play a vital role in the urgent transition away from fossil fuels.
The International Energy Agency (IEA) identifies EV as a key
technology for decarbonising road transport; a sector that ac-
counts for around one sixth of global emissions. The IEA also
calculates that solar generation capacity will have to triple by

2030 to reach net-zero emissions by 2050.

The need for a swift transition to green energy has rapidly
accelerated the growth of the solar and EV industries over the
past decade.

This industrial boom is heavily reliant on the Xinjiang Uyghur
Autonomous Region (Uyghur Region), in northwest China,
where critical inputs for the solar and EV battery supply chains
are either quarried, processed, refined, manufactured and/or
exported. An estimated 35% of the world’s solar-grade polysili-
con—used in almost all solar panels—is produced in the Region,
and a growing share of the world’s lithium, nickel and graphite—
used to manufacture the EV industry’s lithium-ion batteries—is
processed there. However, this industrial activity is propped up

by an entrenched system of state-imposed forced labour.

State-imposed forced labour in the
Uyghur Region

The Chinese Government is currently subjecting Uyghurs
and other Turkic and Muslim-majority peoples living in the
Uyghur Region to an unprecedented system of state-imposed
forced labour.? Its labour programmes range from detainee la-
bour within internment camps and prisons, to mass involun-
tary labour transfers across the Region and to different areas

of China. These systemic forced labour programmes expose at

least 17 global industries to the risk of profiteering from Uy-

ghur forced labour.?

State-imposed forced labour is part of the Chinese Govern-
ment’s broader campaign to suppress the rights of marginal-
ised groups through mass surveillance, cultural repression,
and arbitrary detention, in which detainees face routine tor-
ture and systemic sexual violence. In 2022, the UN Special

Rapporteur on Contemporary Forms of Slavery found that

“some instances [of Uyghur forced labour] may amount to en-
slavement as a crime against humanity”. The UN High Com-

missioner for Human Rights concluded that the violations in

the Region “may constitute international crimes, in particular

crimes against humanity”.

In order to facilitate a widespread system of forced labour, the
Chinese Government has made it impossible for investigators,
auditors and other individuals to conduct due diligence on the
ground in the Region. As such, there are no valid means for
companies or investors to verify that any workplace in the
Uyghur Region is free from forced labour. They are likewise
unable to prevent, mitigate or remedy the use of forced labour
in these workplaces in line with the principles of human rights

due diligence.

Due to the pervasiveness of forced labour in the
Region, and the inability to conduct credible
due diligence, all products made in the Uyghur
Region or by state-transferred Uyghur labour-
ers working in other parts of China should be

presumed to be made with forced labour.

Exposure to state-imposed forced labour presents distinct
risks for investors. It therefore necessitates unique approach-

es to due diligence, engagement and divestment processes.

1. Specifically, the Paris Agreement goal is “to limit the temperature increase to 1.5°C above pre-industrial levels”.

2. In the majority of this document, we use the term ‘Uyghur people’ to refer to this group, while noting that the persecution extends beyond it.

3. Specific examples of Uyghur forced labour have been documented by research organisations, including the Center for Strategic and International Studies,

the Worker Rights Consortium, the Helena Kennedy Centre for International Justice at Sheffield Hallam University, and the Australian Strategic Policy Insti-
tute, and investigative journalists from The Wall Street Journal, the BBC Associated Press, The New York Times, The Globe and Mail, ABC Australia, Radio

Free Asia, Reuters, the Outlaw Ocean project and other outlets. These cases affect large numbers of Uyghurs in the Uyghur Region and wider China across

a huge range of industries: apparel and textile, solar, automotive, electronics, hair products, seafood, and tomato processing, among others. Uyghur survivor

testimonies are also available in evidence provided to the Independent Uyghur Tribunal. Case studies of Uyghur forced labour are included here through the

Coalition to End Forced Labour in the Uyghur Region.
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These approaches must differ from how investors approach
forced labour in most other contexts. However, our research
found that many investors lack a fundamental understanding
of a) how state-imposed forced labour programmes operate in
the Region and b) how this knowledge should inform their ap-

proaches.

Critically, the Chinese state and some Chinese businesses have
a shared interest in the continuation of Uyghur forced labour.
This significantly reduces investors’ leverage and thus the
credibility of traditional tools like engagement. In such cases,
divestment, disengagement and collective engagement are the

only responsible approaches to risk management.

This guidance provides investors with a concrete model for ef-
fectively identifying and addressing exposure to Uyghur forced
labour. It underscores the need to divest from the Region (see
Section 4) and diversify supply chains (see Sections 5 and 8).

Moving towards a just transition

The processing and manufacture of solar inputs in the Uyghur
Region is highly dependent on government-subsidised coal.
The migration of green technology manufacturing to an epi-
centre of global coal mining puts the solar industry at risk of

greenwashing and delaying the urgent move towards net zero.

The just transition framework calls on global actors to identi-
fy and mitigate harms against workers, communities and local
environments on the road to net zero, ensuring work opportu-

nities are decent (see the International Labour Organization’s

Frequently Asked Questions on just transition). Incorporating
a robust social dimension into decarbonisation efforts will be
essential if we are to achieve climate goals while safeguarding
economic growth, political stability and popular support for

further action.

Investors are key stakeholders in economic stewardship. They
have a critical role to play in ensuring that the transition to
renewables does not contribute to further human rights viola-
tions against the Uyghur people and other marginalised popu-
lations. Investors’ role in the transition to an equitable, low-car-

bon society is laid out in key responsible business standards,

namely the UN Guiding Principles on Business and Human
Rights (UNGPs), the UN Global Compact (UNGC), the OECD

Guidelines for Multinational Enterprises on Responsible Busi-

ness Conduct and other OECD guidelines. These non-binding
standards are now being reinforced by emerging legal frame-
works in the USA, Europe and Asia. Urgent and comprehensive
alignment with these principles is therefore a legal imperative.

This guidance provides investors with tools to:

+ identify businesses linked to human rights vio-

lations against the Uyghur people.

+ exclude these businesses from their green energy

portfolios.

 prioritise investments that champion sustain-

ability, innovation and supply chain resilience.

Foremostly, this guidance includes a detailed decision tree that
operationalises guidance from the UNGPs, the UNGC and
the OECD. The decision tree helps investors identify a best
practice approach to managing risk in the context of Uyghur

forced labour in green technology.

To develop this resource, our researchers interviewed and held
workshops with investors from across the globe to learn more
about how they tackle Uyghur forced labour in their solar and
EV holdings, and the internal and systemic shifts needed to
make change possible. Equipped with this insight into inves-
tors’ successes, challenges and misunderstandings, we have
developed targeted guidance tailored to the specific needs of
investors seeking to mitigate the risk of Uyghur forced labour

in their portfolios.

This guidance focuses on Uyghur forced labour in solar and
EV holdings, so will be particularly relevant for investors with
direct or indirect ties to the Uyghur Region. Nevertheless, all
readers will find useful information on how to leverage in-

vestment to contribute to climate and social justice.

To support investors and industries to make the changes nec-
essary to shift the landscape of green energy production, a
coordinated and comprehensive response from governments
and international institutions will be critical. As such, we have
also published a policy brief on Uyghur forced labour in re-
newables and green technologies.
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https://yearbook.enerdata.net/coal-lignite/coal-production-data.html
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https://read.oecd-ilibrary.org/finance-and-investment/oecd-guidelines-for-multinational-enterprises-on-responsible-business-conduct_81f92357-en#page1
https://read.oecd-ilibrary.org/finance-and-investment/oecd-guidelines-for-multinational-enterprises-on-responsible-business-conduct_81f92357-en#page1
https://www.antislavery.org/reports/uyghur-forced-labour-green-technology

Structure of the guidance

The first section of this guidance summarises findings from
the consultations and workshop with investors. Sections 3 and
4 provide background on the situation in the Uyghur Region
and make the case for investor engagement. Section 5 outlines
the recommended approach to addressing exposure to Uyghur
forced labour in green technology holdings using a practical
decision tree. The corresponding guidance spans Sections 6,
7 and 8 and includes practical tools for initiating divestment,
conducting due diligence, engaging with companies and le-
veraging collective action. The final section considers current
and emerging alternatives to green technologies tainted by

egregious human rights violations.

Methodology

This project aims to help investors better understand and
address the risk of exposure to state-imposed forced labour
in their green technology holdings, specifically in relation
to the Chinese Government’s system of forced labour of the

Uyghur people.

For the purposes of this project, we chose to focus our research
on solar panel and EV battery manufacturing. The former is
an industry with well-documented exposure to Uyghur forced
labour and the latter an emerging area of concern. While this
project focuses on the production of solar panels and EV bat-
teries, the minerals discussed (primarily polysilicon and lithi-
um) are relevant to many other industries and green technol-
ogies (including electric battery storage). The tools provided
could therefore be adapted to address state-imposed forced

labour in many other supply chains.

‘We embarked on this project with two pri-

mary objectives:

+ To research and publish guidance on how
investors can understand and address the
risk of state-imposed forced labour of Uy-
ghurs and other Turkic and Muslim-major-

ity peoples in green technology holdings;

+ To build support within the UK Govern-
ment for approaches to address Uyghur
forced labour in green technology supply

chains.

The guidance in this report was informed by detailed consul-
tations with investors between March and September 2023.
Over this period, the research team conducted one-on-one
interviews and held a group workshop with investment pro-
fessionals to gather information on how they address state-im-
posed forced labour in their green energy portfolios. In total,
the research team interviewed 20 investors operating in the
UK, the USA, Australia, Canada and Europe. They were affil-
iated with a broad range of investors, from pension funds to
global fund managers. The investors we engaged with ranged
from those directly invested in Chinese green technology
companies to those investing further along the supply chain.
Generally, these investors were already considered progressive

on human rights issues.

All data collected during the consultations and the workshop
was anonymised. Comments made during the investor con-
sultations have been included throughout this report to high-

light the concerns of professionals in the field.

This guidance was developed to close the knowledge and prac-
tice gaps identified by the investors in these consultations. It
compiles information and guidance on approaches from a range
of sources. Much of the information in the guidance is drawn
from the authors’ own expertise in the fields of Uyghur forced
labour, responsible business conduct to address forced labour,
and responsible investment. We also consulted other experts
and other research, in particular, through discussions with an
advisory committee. This committee included investors, in-
dustry experts, and representatives of trade unions and Uyghur
advocacy groups. We also sought advice from experts in areas
such as the UNGPs and due diligence from practitioners who

have undertaken risk assessments of Uyghur forced labour.

This guidance is heavily informed by research undertaken at
Sheffield Hallam University (SHU) as part of this project. Us-
ing publicly available data, including corporate disclosures and
shipping records, SHU researchers mapped how solar supply
chains have shifted since the publication of their previous re-
port in 2021 and the passing of the Uyghur Forced Labor Pre-
vention Act (UFLPA) in the USA. Their research revealed that
at least three of the world’s largest solar manufacturers con-
tinue to source inputs likely made with Uyghur forced labour.
The guidance also draws on data from SHU’s 2022 Driving
Force report which exposed the automotive and EV industry’s
links to the Uyghur Region.
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https://www.shu.ac.uk/helena-kennedy-centre-international-justice/research-and-projects/all-projects/driving-force

How to use this Guidance

This guidance provides investors with the tools to transform
a theoretical understanding into concrete action on forced la-
bour risks in EV and solar supply chains. These practical re-

sources can be found in Sections 5 to 8.

Although the guidance focuses specifically on lithium as the
critical mineral within EV batteries, the tools provided can
be adapted to explore a fund’s exposure to other green tech-
nology inputs, if deemed more relevant. This could include
other minerals used in the EV manufacturing process, such
as graphite or nickel, given the high volumes mined and pro-

cessed in the Region.

This guidance aims to summarise the challenges, useful in-
formation and solutions identified. Throughout, we have
highlighted additional resources that provide more detailed
information to complement investors’ understanding of, and
response to, the complex crisis of Uyghur forced labour in
green technology holdings.

Image of lithium

Who this Guidance is for

The tools provided in this resource are most relevant to pub-
lic equity holdings and active ownership. Nevertheless, this
guidance will also apply to other types of investments, includ-
ing private equity and commodities. In some cases, we have
provided information that may be relevant to passive invest-
ments, like exchange-traded funds (ETFs) and bonds (corpo-

rate, government and/or sovereign).

As part of this project, our research team has published three
supplementary briefings: SHU’s updated exposure mapping of

solar supply chains; a policy brief for the attention of the UK
government; and a summary of the findings of this research
project for the broader academic and practitioner communi-
ty. This guidance incorporates the essential information from
these additional resources and can be read as a standalone doc-
ument. Nevertheless, we encourage readers who want to deep-
en their understanding of this issue on a micro and macro level

to read the accompanying briefings.
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2. Investor Consultations: Findings

Over the course of our consultations, the research team developed an in-depth understanding of

how the investment community is addressing the risk of Uyghur forced labour in green technology

portfolios and the challenges investors face when seeking to invest responsibly.

To provide readers with a clear picture of the status quo, this section consolidates feedback from our

consultations on the challenges and concerns investors face when approaching this issue, as well as

successes they have had.

The remainder of the guidance responds to these findings. It seeks to equip investors with vital

technical knowledge (Sections 3 to 5) and practical and innovative solutions (Sections 5 to 9) to

address the internal and systemic challenges identified in the consultations and presented below.

Investors’ current knowledge and
approaches

I UNDERSTANDING OF SUPPLY CHAIN EXPOSURE

Our consultations found that investors have a comprehensive
understanding of how exposure to Uyghur forced labour im-
pacts various tiers of the solar supply chain, but a less granular
understanding of the risk in the EV battery supply chain. This
discrepancy is likely because research on the automotive in-
dustry became publicly available more recently and EV value
chains are relatively more complex. In general, investors have
focused on bolstering ‘green’ investments in line with internal
and external climate-related commitments. In turn, social is-
sues have been left somewhat disregarded in their analysis of

the green technology industry.

To build internal buy-in and support engagement with
investee companies, investors noted that more informa-

tion is needed on specific supply chain exposure.

SILOING OF ENVIRONMENTAL/CLIMATE
COMMITMENTS AND SOCIAL IMPACTS

Although investors were theoretically aware of the climate
impacts of manufacturing in the Uyghur Region, few had fac-
tored in these harms when assessing the risks associated with
their investments. This is further underlined by the fact that,
throughout the consultations, investors noted that there was
often a lack of communication between social and environ-

mental analysts on emerging risks within their portfolios.

This siloed approach to environmental, social and governance
(ESG) management prevents investors from capturing the
full range of harms associated with exposure to the Uyghur
Region, including the elevated carbon footprints of products

made in the Region.

Some investors noted that if more carbon emissions in-
formation was provided on production in the Uyghur
Region, then this could influence internal investment

decisions. See Section 3.4
I SUCCESSFUL ENGAGEMENT

Investors reported that the success of engagement with green
technology companies depends on the size and location of the
investment firm, as well as the size of their investment with a
particular company. Several investors shared that companies
at higher tiers of the supply chain (i.e. solar panel installers)
have responded positively to engagement, feeding back con-
cerns to suppliers and, in some cases, cutting ties with at-risk
suppliers altogether. Concrete measures of this kind were usu-
ally taken in response to significant, documented risks or con-

current engagement by multiple investors.

Investors asked for guidance on how to increase the im-
pact of engagement, and examples of successful and po-

tential collective engagement approaches. See Section 7.3

4. Investors can refer to SHU’s Over-Exposed report for supply chain mapping of key global solar companies, and SHU’s Driving Force batteries’ page for sup-

ply chain mapping of exposure to Uyghur forced labour in the EV/automobile industry.
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https://www.shu.ac.uk/helena-kennedy-centre-international-justice/research-and-projects/all-projects/over-exposed
https://www.shuforcedlabour.org/drivingforce/sector/batteries/

I BARRIERS TO ENGAGEMENT

The broad consensus, however, from our participants was that
engagement with green technology companies on their expo-
sure to the Uyghur Region is a frustrating and often fruitless
process. Engagement with companies operating in China has
become increasingly difficult since the Chinese Government
passed new anti-espionage laws. The latest revision of these
laws bans companies from sharing “documents, data, materi-
als, and items related to national security and interests”. When
attempting to engage with Chinese companies, some investors
thus feel compelled to implement specific measures to protect
their staff and holdings. Such measures include changing the
terminology and personnel they use, for example, not using

Chinese or Hong Kong nationals to conduct engagement.

These challenges lead many investors to focus on engaging
with non-Chinese companies to trace their supply chains and
shift the needle on action. Despite some positive outcomes,
participants told us that companies based outside China have
a track record of blaming due diligence failures on the opac-
ity of China-based supply chains. They explained that these
non-Chinese companies tend to require a high burden of proof
to trigger action. Furthermore, investors noted that buyers in
the solar supply chain appear willing to accept information

provided by suppliers with scant due diligence or verification.

Accordingly, many investors asked for clear guidance
on how they should interpret common responses from
companies on how they address exposure to the Uyghur

Region. See Section 7.2
I UNDERSTANDING OF THE NEED TO DIVEST

Despite most investors acknowledging that Uyghur-Re-
gion-based/Chinese companies frequently refuse to cooperate
openly with engagement efforts, the majority are still working
on mapping risk and attempting cautious engagement. Only
a few of the investment firms we approached had committed
to divesting from Uyghur Region-based holdings and engag-
ing with other affected companies to influence supply chain
changes outside the Uyghur Region.

Many investors stated that it was critical for them to remain
invested in green energy industries. This was the case even if
it meant maintaining investments in the Uyghur Region and
attempting to use their leverage to improve company conduct,
despite the challenges of engagement. Divestment was often
referred to as a legitimate “last resort”. Yet it was unclear from
our consultations what factors would trigger strategic divest-

ment, and on what timeline.

Linked to this, some investors we interviewed had a limited
understanding of how the distinctive context of state-im-
posed forced labour in the Uyghur Region—i.e. the inability
to conduct human rights due diligence on the ground and the
impossibility of direct remediation—necessitates alternative
approaches to risk management. This limited understanding
exposed a lack of technical knowledge on the distinction be-
tween privately-imposed and state-imposed forced labour, and
therefore on the scale, scope and irremediability of the harm.
This knowledge gap leaves investors ill-equipped to take crit-
ical business decisions in response to Uyghur forced labour, as

described in further detail below.

Investors asked for significantly more guidance on when
and why divestment would be necessary, and how to
apply relevant business and human rights standards—
namely the UNGPs and OECD Guidelines—to guide di-

vestment decisions. See Section 5

Broader systemic challenges identified in
our consultations

I WEAK RECOGNITION OF THE RISK BY DATA PROVIDERS

The investors we consulted noted their frustration with ESG
data providers’ failure to flag companies with exposure to the
Uyghur Region. According to investors, this omission is largely
due to a methodology that tracks controversy exposure by ana-
lysing media reports. This approach fails to incorporate infor-
mation from other reporting (such as academic reports) and per-

spectives from affected stakeholders and their representatives.

While this approach has flagged human rights violations in
very isolated cases, the vast majority are missed. In 2022, for
instance, an ESG report linked Volkswagen to human rights
violations in the Uyghur Region. This resulted in some asset
managers removing VW stocks from Article 9 ESG fund in-
dexes and some institutional investors divesting from VW in
their sustainable investment portfolios. However, other al-
legedly exposed companies have not been flagged in ESG con-
troversy data. Investors’ overreliance on incomplete datasets
is therefore stalling similar divestment decisions and raises
concerns about their ability to guide responsible investment.
While most investors were aware that there are gaps in the in-
formation obtained from data providers, and highly frustrated
by these limitations, our consultations revealed that their ap-
proaches to human rights due diligence and risk management

remain overly reliant on these providers’ ESG rankings.
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https://time.com/6292785/china-foreign-investment-national-security-revised-espionage-business-consultants/
https://www.volkswagen-group.com/en/publications/more/statement-on-the-msci-esg-controversies-report-1679/download?disposition=attachment
https://table.media/en/china/feature/xinjiang-becomes-a-burden-for-german-carmakers/

Our research determined that, in the short term, investors
require tools to conduct independent desk-based due dili-
gence (see Section 6). In the long term, they need recommen-
dations on how to engage with data providers to improve
their risk analysis model. This also speaks to the need for

more government regulation of ESG data providers.

LACK OF WIDELY AVAILABLE, COST-EFFECTIVE
ALTERNATIVES

China’s dominance of the global market for processing and
manufacturing inputs for solar panels and lithium-ion bat-
teries has reduced the competitiveness of potential alternative
sources of these inputs over the course of the past decade. In-
vestors’ engagement with investee companies on alternative
supply chains has often been met with scepticism from com-
panies that are already invested in existing technologies and
business relationships that guarantee low costs and steady
profit margins. Investors, especially low-risk investors such as
pension funds, stated that they were unlikely to direct funds
towards alternative technologies or innovative green energy
solutions that they view as less attractive investment opportu-
nities because they might not offer the same level of efficiency,

affordability or guaranteed return on investment.

Investment into alternatives was deemed more suitable for
start-ups, niche social enterprises or private companies whose
access to capital relies on private development finance corpo-
rations and venture capitalists. Here, it should be noted that
human rights experts have raised concerns about venture cap-

italist firms’ failure to conduct human rights due diligence to

gauge their investments’ adverse impacts.

Despite a clear need for innovation and supply chain diversifi-
cation in these industries, investors told us that China’s dom-
inance of green technology supply chains has bred fatalism
within the investor ecosystem. The research team noted that
investor inertia is further fuelled by Chinese companies’ in-
ability to enact their own decisions about their labour or busi-
ness practices due to pressure from the Chinese Government,

including through its anti-sanction and anti-espionage laws.

As stewards of capital, investors have an opportunity to
shift this landscape. They can do this by encouraging co-
operation between industry innovators to redirect their
own investment towards more socially and environmen-
tally sustainable supply chains (see Section 9 on Alterna-
tives). This fatalism within the industry must also be ad-

dressed by coordinated global action by governments and

other stakeholders to support these industries to source
alternative inputs that meet high environmental and so-

cial standards.
I THE REGULATORY ENVIRONMENT

Investors noted that human rights standards are absent from
many countries’ green energy-related regulations. This ab-
sence means that company and government policies indirectly
encourage investors and companies to bolster their renewable
portfolios regardless of social concerns in the green energy

sector.” This goes against the principles of a just transition,

which call for an integrated approach to social and environ-

mental justice on the road to net zero.

Environmental regulation also regularly fails to capture cli-
mate harms associated with manufacturing in the Uyghur
Region. This is because it does not often explicitly require
emissions calculations to consider the carbon footprint of
manufacturing green energy technologies, nor does it require

carbon footprints to be assessed in lower tiers of production.

This situation is exacerbated by modern slavery regulations
around the world. On the whole, with the notable exception of
the Uyghur Forced Labor Prevention Act (UFLPA), these reg-
ulations fail to compel companies to remove products taint-

ed with forced labour from their supply chains. They also fail
to ensure that corporate actors respect fundamental labour
rights, like freedom of association, which create an enabling

environment for decent work.

The UFLPA has allowed investors to approach US-based com-
panies about human rights abuses from a business (i.e. legal
compliance) standpoint. However, investors have more diffi-
culty approaching this issue with companies operating in ju-
risdictions without import bans or comparable legislation. For
such companies, there is little legal incentive to undertake the
labour-intensive work of tracing their supply chains. Without
legislation, they must rely on ethical or material incentives,

such as reputational risk.

Our research participants were clear that solving these
regulatory challenges requires coordinated action from
financial, political and environmental actors. Accord-
ingly, Section 8 of this guidance sets out multiple ways
investors can collectively engage with other stakeholders

to shift the needle on action.

5. This includes both internal quotas for ‘sustainable’ investments (which fail to consider social impacts) and domestic regulation. Investors cited the EU Tax-

onomy, in particular, as incentivising investment in the solar industry, without considering social impacts.
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https://www.ft.com/content/61a61fc5-fedd-4c01-bb24-99c1606d446d
https://www.amnesty.org/en/documents/doc10/4449/2021/en/
https://www.antislavery.org/reports/uyghur-forced-labour-green-technology
https://www.lse.ac.uk/GranthamInstitute/wp-content/uploads/2018/11/IJT-guidance-for-investors_web-spreads.pdf
https://www.walkfree.org/news/2019/new-data-reveals-widespread-failure-by-governments-in-tackling-modern-slavery/

3. State-imposed Uyghur forced labour in
green technology supply chains

The answers to the questions below provide essential background information on the Uyghur Region

and clarify aspects where our consultations exposed common misunderstandings.

3.1 What is happening in the
Uyghur Region?

Since 2017, the Chinese Government has taken extreme mea-
sures to eradicate the religious traditions, cultural practices
and local languages of Uyghurs and other Muslim and Tur-
kic-majority peoples. It has done so under the guise of “fight-
ing terrorism”. These measures have included the arbitrary
mass detention of an estimated 1 to 1.8 million Uyghurs in
internment camps (sometimes termed “re-education” or voca-
tional training centres by the Chinese Government). Detain-
ees in these camps face forced labour, torture, systemic sexual
violence and compulsory sterilisation. There are hundreds of
thousands of Uyghur people in other forms of arbitrary de-

tention (see reports by Amnesty International, Human Rights

Watch, including reporting that an estimated half-million

people have been imprisoned since the crackdown began in

2017, Congressional-Executive Commission on China and the

Australian Strategic Policy Institute, and ongoing documenta-

tion of arbitrary detentions by the Xinjiang Victims Database).
This system is maintained through an extensive network of

digital and personal surveillance.

Systematic forced labour systems are central to, and
enabling of, the Chinese Government’s control over
the Uyghur Region and its citizens, in furtherance
of its objectives to assimilate Uyghur people and re-
move their identity. Thus investors and companies
must not assess the forced labour systems, or the
situation in any individual workplace, in isolation
from the broader set of human rights violations oc-
curring in the Region.

The PRC'’s state imposed programme of forced la-
bour has been perpetrated through a number of

schemes, including:

Ultimately, this systematic persecution, underpinned by the
state security apparatus, radically restricts the enjoyment of
the fundamental rights that create an enabling environment
for decent work, such as freedom of association, freedom of
expression and freedom of assembly. It leaves no space for civ-
ic participation nor independent media nor civil society. Far
from creating an enabling environment, this system makes it

impossible to prevent or remediate forced labour.

Summarised evidence briefs on Uyghur forced labour are
available from the Forced Labour Lab at SHU. Other useful
evidence on these forced labour programmes can be found in
the reports published by the Center for Strategic and Interna-

tional Studies, in peer-reviewed studies by Dr Adrian Zenz,

and in the work of the Uyghur Rights Monitor. Evidence on
prison labour and the XPCC specifically can also be found in
the Citizen Power Initiatives 2019 report on cotton.

Much of the public discourse on Uyghur forced labour has
focused on the use of forced labour in internment camps,
detention centres, prisons and other places of mass arbitrary
detention (the first two points below). However, conserva-

tive estimates suggest that at least over a million people from

o Forced labour of internment camp detainees

e Prison labour, including that managed by the
Xinjiang Production and Construction Corps
(XPCO)

e Coerced labour of the rural poor through

state-imposed “surplus labour” transfers to

factories, mines and farms, both within the
Uyghur Region and to different parts of Chi-
na. Cases of forced labour via state-sponsored

transfers have been identified as recently as
April 2023.
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https://www.amnesty.org/en/latest/news/2021/06/china-draconian-repression-of-muslims-in-xinjiang-amounts-to-crimes-against-humanity/
https://www.hrw.org/report/2021/04/19/break-their-lineage-break-their-roots/chinas-crimes-against-humanity-targeting
https://www.hrw.org/report/2021/04/19/break-their-lineage-break-their-roots/chinas-crimes-against-humanity-targeting
https://www.hrw.org/news/2022/09/14/china-xinjiang-official-figures-reveal-higher-prisoner-count
https://www.cecc.gov/publications/annual-reports/cecc-annual-report-2021
https://www.aspi.org.au/report/uyghurs-sale
https://shahit.biz/
https://www.nytimes.com/2019/05/22/world/asia/china-surveillance-xinjiang.html
https://www.nytimes.com/2019/05/22/world/asia/china-surveillance-xinjiang.html
https://www.shu.ac.uk/helena-kennedy-centre-international-justice/research-and-projects/all-projects/evidence-briefs
https://www.csis.org/programs/human-rights-initiative/focus-areas/responding-egregious-human-rights-abuses/xinjiang
https://victimsofcommunism.org/leader/adrian-zenz-phd/
https://www.uyghurrightsmonitor.org/category/policy-architecture-of-uyghur-genocide/
https://www.citizenpowerforchina.org/report-released-cotton-the-fabric-full-of-lies/
https://www.journals.uchicago.edu/doi/10.1086/725494
https://jamestown.org/wp-content/uploads/2022/03/Coercive-Labor-and-Forced-Displacement-in-Xinjiangs-Cross-Regional-Labor-Transfers-A-Process-Oriented-Evaluation_Updated-December-2021_.pdf?x32853
https://www.theoutlawocean.com/investigations/china-the-superpower-of-seafood/the-uyghurs-forced-to-process-the-worlds-fish/

marginalised communities in the Uyghur Region—especially

the most impoverished—are subject to state-imposed labour
transfers outside the prison and arbitrary detention systems

(point three above).

Although some Uyghurs subjected to state-labour transfers
may wish to work in a factory, the context of total control
and coercion is such that all state-sponsored labour transfers

should be considered forced labour. This is due to the inabil-

ity of any Uyghur to refuse such a transfer, as refusal of gov-

ernment requirements is typically met with a harsh response.

Further, Uyghurs are not able to leave their post without the
approval of the company they were assigned to or the relevant
government agency. This inability to choose and/or leave work
voluntarily, due to the threat of penalty, aligns with Interna-
tional Labour Organization (ILO) definitions of forced labour,
specifically when assessed against the elaborated indicators
provided in the ILO Hard to See, Harder to Count guidance.

At least 17 industries have been identified as exposed to, or at
risk of using, Uyghur forced labour in their value chains. In
addition to solar and EV, they include the cotton and textile,

PVC, tomato, electronics, gold, and seafood industries, as well

as those of other agricultural products.

Reports of forced labour in the Uyghur Region are well-sup-
ported by documentary evidence and first-person testimo-

ny (see the Center for Strategic and International Studies, the

Worker Rights Consortium, the Helena Kennedy Centre for
International Justice at SHU, the BBC, and The New Yorker).

In 2022, the UN Special Rapporteur on contemporary forms
of slavery found that some instances of Uyghur forced labour
“may amount to enslavement as a crime against humanity”.®
The following month, the UN High Commissioner for Human
Rights concluded that the extent of arbitrary and discrimina-
tory detention in the Region, in the more general context of
restrictions on fundamental rights, “may constitute interna-

tional crimes, in particular crimes against humanity”. The [LO

Committee on the Application of Standards has also “deplored
the use of all repressive measures against the Uyghur people,
which has a discriminatory effect on their employment op-
portunities and treatment as a religious and ethnic minority”.

Legal experts, the US Government and various parliaments

(including those of France, the Netherlands, Canada and the

UK) have concluded that aspects of the abuses amount to or

may amount to genocide.

The pervasiveness of forced labour in the Uyghur Re-
gion, paired with the inability to conduct credible due
diligence, means all products made in the Uyghur Re-
gion and all products made by state-transferred Uyghur
labourers working in different parts of China should be
presumed to be made with forced labour.

% Helpful Resources

« SHU'’s evidence briefs on ‘Forced Labour in the

Uyghur Region’
«  SHU’s FAQ’s brief on Uyghur forced labour

+ US Department of State’s Xinjiang Supply
Chain Business Advisory

+ US Department of State’s 2022 Trafficking in

Persons report: China

3.2 What is state-imposed
forced labour?

One of investors” key challenges when consider-
ing how to respond to the situation in the Uyghur
Region was their limited understanding of the dif-
ference between forced labour imposed by private
actors and state-imposed forced labour. Under-
standing this difference is essential both for estab-
lishing internal buy-in and for formulating an ap-

propriate response.

Forced labour imposed by private agents, including in-
dividuals, groups or companies, accounts for the majority of
forced labour around the world. It violates ILO Convention
1930, No 29. The ILO, Walk Free and the International Or-
ganization for Migration (IOM) estimate that almost 24 mil-

lion people are in privately-imposed forced labour globally.
Privately-imposed forced labour is the form of forced labour
that investors (and most other stakeholders) are most familiar
with. Examples include the forced labour of migrant workers
on farms in the United Kingdom and the USA, and the forced

labour of women in spinning mills in India.

6. Enslavement amounts to a crime against humanity when it is “committed as part of a widespread or systematic attack directed against a civilian population”,

as laid out in Article 7.1 of the Rome Statute.

oL

ADYINT 379VMINIY NI SLHOIY DNILOIdSIY

-t
N


https://www.journals.uchicago.edu/doi/10.1086/725494
https://www.tandfonline.com/doi/full/10.1080/02634937.2023.2227225
https://www.tandfonline.com/doi/full/10.1080/02634937.2023.2227225
https://ilo.org/wcmsp5/groups/public/---ed_norm/---declaration/documents/publication/wcms_182096.pdf
https://www.state.gov/xinjiang-supply-chain-business-advisory/
https://minorityrights.org/programmes/library/trends/trends2022/china/
https://www.shu.ac.uk/helena-kennedy-centre-international-justice/research-and-projects/all-projects/built-on-repression
https://thediplomat.com/2023/05/the-complex-reality-of-uyghur-forced-labor-unveiling-the-products-implicated/#:~:text=Tomato%25252520Paste%25252520and%25252520Food%25252520Products,of%25252520exploiting%25252520Uyghur%25252520forced%25252520laborers
https://enduyghurforcedlabour.org/information-and-communication-technology-industry/
https://thechinaproject.com/2023/10/11/gold-mined-by-uyghurs-forced-to-work-for-chinese-firms/
https://www.newyorker.com/news/news-desk/the-uyghurs-forced-to-process-the-worlds-fish
https://www.csis.org/analysis/addressing-forced-labor-xinjiang-uyghur-autonomous-region-toward-shared-agenda
https://www.workersrights.org/issues/forced-labor/
https://www.shu.ac.uk/helena-kennedy-centre-international-justice/research-and-projects/all-projects/forced-labour-lab
https://www.shu.ac.uk/helena-kennedy-centre-international-justice/research-and-projects/all-projects/forced-labour-lab
https://www.bbc.co.uk/news/extra/85qihtvw6e/the-faces-from-chinas-uyghur-detention-camps
https://www.newyorker.com/news/news-desk/the-uyghurs-forced-to-process-the-worlds-fish
https://undocs.org/Home/Mobile?FinalSymbol=A%2FHRC%2F51%2F26&Language=E&DeviceType=Desktop&LangRequested=False
https://www.ohchr.org/sites/default/files/documents/countries/2022-08-31/22-08-31-final-assesment.pdf
https://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:13101:0::NO::P13101_COMMENT_ID:4058090
https://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:13101:0::NO::P13101_COMMENT_ID:4058090
https://uyghurtribunal.com/wp-content/uploads/2021/12/Uyghur-Tribunal-Summary-Judgment-9th-Dec-21.pdf
https://2017-2021.state.gov/determination-of-the-secretary-of-state-on-atrocities-in-xinjiang/
https://www.france24.com/en/europe/20220120-french-lawmakers-officially-recognise-china-s-treatment-of-uyghurs-as-genocide
https://www.aljazeera.com/news/2021/2/26/dutch-parliament-says-chinas-treatment-of-uighurs-is-genocide
https://www.aljazeera.com/news/2021/2/23/canada-parliament-says-chinas-treatment-of-uighurs-genocide
https://www.theguardian.com/world/2021/apr/22/uk-mps-declare-china-is-committing-genocide-against-uyghurs-in-xinjiang
https://www.icc-cpi.int/sites/default/files/RS-Eng.pdf
https://www.ilo.org/global/topics/forced-labour/definition/lang--en/index.htm
https://www.ilo.org/global/topics/forced-labour/definition/lang--en/index.htm
https://www.ilo.org/wcmsp5/groups/public/@dgreports/@dcomm/documents/publication/wcms_575479.pdf
https://www.ilo.org/wcmsp5/groups/public/@dgreports/@dcomm/documents/publication/wcms_575479.pdf
https://www.shu.ac.uk/helena-kennedy-centre-international-justice/research-and-projects/all-projects/evidence-briefs
https://www.shu.ac.uk/helena-kennedy-centre-international-justice/research-and-projects/all-projects/evidence-briefs
https://www.state.gov/xinjiang-supply-chain-business-advisory/
https://www.state.gov/xinjiang-supply-chain-business-advisory/
https://www.state.gov/reports/2022-trafficking-in-persons-report/china/
https://www.state.gov/reports/2022-trafficking-in-persons-report/china/

In such cases, labour rights groups and anti-slavery organisations
call on companies and investors to engage meaningfully on the
ground with workers, independent and democratic trade unions,
and suppliers to change the practices that drive forced labour. They
also call on companies to reform purchasing practices and business
models that incentivise forced labour. Notably, in forced labour cas-
es, labour rights advocates will rarely press for immediate disen-
gagement (or ‘boycotts’). When disengagement proves to be neces-
sary, i.e. when attempts to improve the situation have failed, they
urge companies to disengage responsibly, including by fulfilling any

remediation responsibilities.

State-imposed forced labour, on the other hand, refers to forced
labour imposed by state authorities, regardless of the sector or in-
dustry in which it takes place. The ILO, Walk Free and the IOM es-
timate that almost four million people are in state-imposed forced
labour around the world. Notable cases include China, Turkmeni-
stan, the USA, Eritrea, Burundi and North Korea.

State-imposed forced labour is a violation of ILO Convention 1957,
No 105. This convention is focused more specifically on state-im-
posed forced labour than the broader Convention No 29. It specifi-
cally prohibits the use of forced labour:

+ as a means of political coercion or education or as a punish-
ment for holding or expressing political views or views ideo-
logically opposed to the established political, social or eco-

nomic system;

+ as a method of mobilising and using labour for purposes of

economic development;
+ asameans of labour discipline;
+ asapunishment for having participated in strikes;

+ asameans of racial, social, national or religious discrimination

In cases of state-imposed forced labour, labour rights advocates
and anti-slavery organisations typically call for full and immediate
disengagement from affected industries’ in regions where state-im-
posed forced labour takes place, and from suppliers directly com-
plicit in the abuses (see examples below). This is because, in these
situations, companies can neither credibly and safely identify forced
labour, nor use or increase their leverage to effect change, due to
the role of state control and the systemic nature of the forced labour
systems. Full disengagement is therefore necessary to comply

with responsible business standards (see Section 5).

7. Note, that in the Uyghur Region this demand extends to all industries in the Region, due to the scale and scope of Uyghur forced labour across the entire

What can we learn from
other examples of state-
imposed forced labour?

Examples from outside the Uyghur Region that
demonstrate the need—and value—of disengage-
ment from state-imposed forced labour include
the corporate responses to state-imposed forced
labour in Uzbekistan, Turkmenistan and, less re-
cently, Myanmar. Investors may find it useful to
consider these examples, as, although not direct-
ly comparable, they illustrate why it is common
for advocates and other stakeholders to recom-
mend that investors and businesses divest and

disengage from the Uyghur Region.

In the case of Uzbekistan, over the course of more
than a decade, leading apparel brands committed
to not source cotton from the country. Their
concerted action played a major role in persuad-
ing the government to reform the state-imposed
system of forced labour in cotton production.
Findings from 2021 by independent civil society
monitors found that systemic forced labour had

finally ended in Uzbekistan. However, broader

reforms to create an enabling environment for
labour rights are still necessary to guarantee that
people are able to access decent work. Full in-
formation on this Uzbekistan case study can be

found on the Cotton Campaign website.

In the case of Turkmenistan, companies have
similarly committed to not source cotton from
the country, because every year the Turkmen
government forces tens of thousands of people to
pick cotton. In this context, IKEA tried to imple-
ment a project with a group of Turkmen farmers
and one specific supplier to closely monitor com-
pliance with IKEA’s supplier code of conduct.
IKEA ended the project in 2015, acknowledging
that its “ability to influence the industry outside
the scope of this project moving forward is lim-
ited”. This case study emphasises companies’ in-
ability to exert or increase their leverage in the

context of state-imposed forced labour.

Region, and the impossibility to credibly conduct investigations in the Uyghur Region, as discussed in length throughout this Guidance.
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https://www.walkfree.org/global-slavery-index/findings/spotlights/examining-state-imposed-forced-labour/#:~:text=State%2525252Dimposed%25252520forced%25252520labour%25252520can,all%25252520state%2525252Dimposed%25252520forced%25252520labour
https://www.walkfree.org/global-slavery-index/findings/spotlights/examining-state-imposed-forced-labour/#:~:text=State%2525252Dimposed%25252520forced%25252520labour%25252520can,all%25252520state%2525252Dimposed%25252520forced%25252520labour
https://www.ilo.org/wcmsp5/groups/public/---asia/---ro-bangkok/documents/genericdocument/wcms_346434.pdf
https://www.ilo.org/wcmsp5/groups/public/---asia/---ro-bangkok/documents/genericdocument/wcms_346434.pdf
https://www.researchgate.net/publication/329121266_Modern_Slavery_State-Induced_Forced_Labour_in_Myanmar_Burma_and_Reactions_from_the_International_Community
https://www.cottoncampaign.org/uzbekistan
https://www.cottoncampaign.org/turkmenistan
https://www.antislavery.org/wp-content/uploads/2019/04/Turkmenistan-Turkey-report.pdf
https://www.antislavery.org/wp-content/uploads/2019/04/Turkmenistan-Turkey-report.pdf

3.3 How are solar and electric
vehicle supply chains exposed
to Uyghur forced labour?

The Chinese Government has strategically incentivised green
energy industries to move production to the Uyghur Region.
Incentives include providing companies with cheap land, sub-
sidised electricity and access to ‘surplus’ labour programmes

(i.e. Uyghur forced labour programmes).

According to IEA estimates, as of 2022, the Uyghur Region
accounted for 40% of the world’s polysilicon, the essential ma-

terial in 95% of the world’s solar panels. Updated predictions

analysing shifts in the market in recent years estimate that the
Region’s share of polysilicon production has shrunk to 35%.
However, non-Uyghur Region polysilicon production still re-
lies on metallurgical-grade silicon sourced from the Region.
An estimated 32% of the world’s metallurgical-grade silicon is

produced in the Region.

The polysilicon supply chain is also concentrated among a
small number of suppliers. According to the IEA, in 2022, a
single polysilicon plant in the Region accounted for 14% of

global production capacity.

Al

¥

The solar module supply chain can be summarised as follows:

+ High-grade quartz is mined.
+ The quartzis processed into metallurgical-grade silicon.
+ Thissilicon is converted to polysilicon.

+ Polysilicon is then processed and manufactured into in-

gots, wafers, cells and, finally, into modules (aka panels).

Because polysilicon can be blended at the ingoting and wafer-
ing stage, and upwards of 95% of the world’s ingots and wafers
are made in China, experts indicate that huge swathes of the
world’s solar panels could contain materials made with Uy-

ghur forced labour.

Turning to the EV sector, an increasing share of the inputs
for lithium-ion batteries, used in EVs, are being processed
and manufactured in the Region. According to Benchmark
Mineral Intelligence, as of 2022 China processed 44% of the

world’s chemical lithium and 70% of lithium-ion battery cells.
The percentage of these processes performed in the Uyghur
Region is growing. The Region is also becoming a global hub
for the processing of many of the other minerals used in EV
batteries, including nickel, copper and manganese. In 2022,
two leading EV manufacturers were reported to have begun

production in the Region.

Robust academ-

ic research has
confirmed solar
and EV component
manufacturers
operating in the
Region are heavily
implicated in Uy-

ghur forced labour.

+ The world’s largest metallurgi-
cal-grade silicon producer is impli-
cated in the forced labour of Uyghurs.

+ All four of the Uyghur Region’s
polysilicon manufacturers are im-
plicated in the forced labour of Uy-
ghurs, through direct participation
in forced labour schemes, and/or

through their sourcing relationships.

+ The four largest solar panel suppliers
in the world source from at least one

of these polysilicon manufacturers.

Information taken from Sheffield Hallam
University’s “In Broad Daylight” report.

Key actors in lithium processing and
distribution, the manufacture of lithi-
um battery anodes and the sale of bat-
tery-grade lithium materials are bene-
fiting from the Region’s state-sponsored

labour transfer programmes.

One of the largest lithium producers in
the Uyghur Region has been receiving

“assigned” workers since at least 2017.

Sourcing relationships with these sup-
pliers are likely to taint the supply
chains of some of the world’s largest EV

battery producers.

Information taken from Sheffield Hallam Uni-

versity and NomoGaia’s “Driving Force” report.
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https://iea.blob.core.windows.net/assets/d2ee601d-6b1a-4cd2-a0e8-db02dc64332c/SpecialReportonSolarPVGlobalSupplyChains.pdf
https://www.iea.org/reports/solar-pv-global-supply-chains
https://www.shu.ac.uk/helena-kennedy-centre-international-justice/research-and-projects/all-projects/in-broad-daylight
https://www.shu.ac.uk/helena-kennedy-centre-international-justice/research-and-projects/all-projects/over-exposed
https://acrobat.adobe.com/link/track?uri=urn:aaid:scds:US:5f29b5fb-e705-45a1-8b24-d61de77d8ddc
https://www.iea.org/reports/solar-pv-global-supply-chains
https://www.iea.org/energy-system/renewables/solar-pv
https://source.benchmarkminerals.com/article/infographic-chinas-lithium-ion-battery-supply-chain-dominance
https://source.benchmarkminerals.com/article/infographic-chinas-lithium-ion-battery-supply-chain-dominance
https://acrobat.adobe.com/link/track?uri=urn%3Aaaid%3Ascds%3AUS%3A86f5da26-e459-4e05-9047-15ba295bbe83
https://acrobat.adobe.com/link/track?uri=urn%3Aaaid%3Ascds%3AUS%3A86f5da26-e459-4e05-9047-15ba295bbe83
https://acrobat.adobe.com/link/track?uri=urn%3Aaaid%3Ascds%3AUS%3A86f5da26-e459-4e05-9047-15ba295bbe83
https://www.shu.ac.uk/helena-kennedy-centre-international-justice/research-and-projects/all-projects/in-broad-daylight
https://www.shu.ac.uk/helena-kennedy-centre-international-justice/research-and-projects/all-projects/driving-force

This evidence suggests that the green technology industry is
at substantial risk of complicity—including through financ-
ing—with the ongoing crimes against humanity in the Uyghur
Region. See Section 6 for a more detailed explanation of how
solar and EV value chains are at risk of exposure to Uyghur

forced labour.

It is critical to note that, although EV manufacturing is in-
creasingly embedded in the Uyghur Region, the Region does
not yet have a monopoly over the industry. Governments and
investors must learn from the mistakes of the solar sector and
seize this opportunity to redirect investment into companies

with clean supply chains.

3.4 What is the climate impact
of producing and processing
materials for the solar industry
in the Uyghur Region?

The solar industry is energy intensive. Electricity accounts for
over 40% of the total cost of polysilicon production and poly-
silicon processing in the Uyghur Region is heavily reliant on
coal. Research by the IEA noted that coal accounts for more
than 75% of the annual power supply in the Uyghur Region
(and Jiangsu). A separate expert assessment concluded that ev-
ery polysilicon plant in the Region is powered exclusively by
coal.® When assessing the competitiveness of the Chinese solar
industry, the IEA noted that the Chinese Government heavily

subsidises coal tariffs for companies operating in the Region.

The Uyghur Region’s reliance on the world’s most polluting
energy source significantly increases the carbon footprint
of green technology inputs made in the Region. While solar
panel manufacturing is always going to generate some CO,
emissions, and carbon payback timeframes for solar panels are
considered low, it is possible to lower its carbon footprint. The
IEA has estimated that roughly 30 countries offer competitive
industrial electricity prices for new polysilicon and wafer pro-
duction, while also offering low manufacturing emissions in-
tensities. Furthermore, The Breakthrough Institute calculated
that a polysilicon-based panel (installed in California) made
with coal as the sole energy source would have 5.4 times the
CO, payback time (up to 8.7 years) compared to one made us-

ing a generic, cleaner European energy mix.

The production of lithium-ion batteries is also an energy-in-
tensive and environmentally damaging process. While the
climate impacts of the migration of lithium mining and pro-
cessing to the Uyghur Region have not yet been robustly re-
searched, the environmental damage caused by mining is ev-
ident. Indigenous and local communities affected by mining
operations in other parts of the world are already advocating
for governments to regulate critical mineral extraction more
stringently. Shifting these operations to the Uyghur Region
will undermine efforts for greater transparency and human
rights protections within the industry, given the lack of en-

vironmental and social regulation in the Region. Broader re-

search on the EV industry’s environmental impact found that
a switch to renewable energy within the manufacturing pro-

cess could reduce the sector’s CO2 emissions by 65%.

For all the reasons outlined above, densely concentrating the
solar and EV battery supply chains in the Uyghur Region not
only jeopardises the rights of workers and communities there,
but also hampers the renewable energy industry’s efforts to
reach net zero by 2030. Whether assessing risks within port-
folios or looking for opportunities to invest in a greener fu-
ture, investors should consider the significant climate harms
associated with manufacturing in the Uyghur Region and seek

out alternatives with lower CO2 lifetime evaluations.

% Helpful Resources

o The IEA’s Special Report on Solar PV Global
Supply Chains

+ The Breakthrough Institute’s Sins of a Solar
Empire report

8. Over Exposed’s assessment was conducted by an industry expert, based on knowledge of the industry, the role of coal in the Region, as stated, and satellite

imagery.
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https://www.iea.org/reports/solar-pv-global-supply-chains
https://www.iea.org/reports/solar-pv-global-supply-chains
https://www.shu.ac.uk/helena-kennedy-centre-international-justice/research-and-projects/all-projects/over-exposed
https://www.iea.org/reports/solar-pv-global-supply-chains
https://www.eia.gov/environment/emissions/carbon/
https://www.iea.org/reports/solar-pv-global-supply-chains
https://thebreakthrough.org/issues/energy/sins-of-a-solar-empire
https://www.wired.co.uk/article/lithium-batteries-environment-impact
https://www.reuters.com/business/sustainable-business/why-indigenous-peoples-are-key-ensuring-ev-revolution-doesnt-run-out-road-2022-05-31/
https://time.com/6292785/china-foreign-investment-national-security-revised-espionage-business-consultants/
https://time.com/6292785/china-foreign-investment-national-security-revised-espionage-business-consultants/
https://www.industryweek.com/technology-and-iiot/article/22026518/lithium-batteries-dirty-secret-manufacturing-them-leaves-massive-carbon-footprint
https://www.industryweek.com/technology-and-iiot/article/22026518/lithium-batteries-dirty-secret-manufacturing-them-leaves-massive-carbon-footprint
https://www.iea.org/reports/solar-pv-global-supply-chains
https://iea.blob.core.windows.net/assets/d2ee601d-6b1a-4cd2-a0e8-db02dc64332c/SpecialReportonSolarPVGlobalSupplyChains.pdf
https://iea.blob.core.windows.net/assets/d2ee601d-6b1a-4cd2-a0e8-db02dc64332c/SpecialReportonSolarPVGlobalSupplyChains.pdf
https://thebreakthrough.imgix.net/Sins-of-Solar_Report_v5.pdf
https://thebreakthrough.imgix.net/Sins-of-Solar_Report_v5.pdf

4. The investor case for addressing
Uyghur forced labour in solar and
EV battery supply chains

“The issue of Uyghur forced labour in the green technology industry is causing friction between the

ESG and investment world.”

4.1 Making the Case
The business case:

The presence of Uyghur forced labour in solar and EV supply
chains exposes companies to reputational, operational and le-
galrisks. Such risks have a direct impact on the financial health
and performance of the business. Companies and investors are
also at high risk of financial losses if they fail to comply with

anti-forced labour regulations. US trade measures, for exam-

ple, have led to solar panel imports being held at the border by

Customs authorities. Such measures are bolstering global calls

for supply chain diversification.

More generally, over-dependence on a single country or re-
gion, regardless of its location, for the majority of a supply
chain presents a particularly salient operational risk in the
energy sector. This risk was underscored by Russia’s invasion

of Ukraine and the subsequent global supply chain crisis. On-

going disruption has proven to investors that geographically

concentrated supply chains threaten business resilience.

It is incumbent on investors to protect their portfolios by in-
vesting in companies that are facilitating a just transition to
a green economy by building equitable and resilient supply
chains. Investors must use their leverage to encourage both
current and future investee companies to act in accordance

with the principles of a just transition.

The climate case:

The solar industry’s reliance on coal power undermines the
sustainability credentials of green technology companies op-
erating in the Uyghur Region. Solar panels containing poly-
silicon from the Uyghur Region have longer carbon payback
times than those made in alternative manufacturing hubs with
lower manufacturing emissions intensities. This puts compa-

nies sourcing from the Region at risk of failing to meet climate

quality standards, such as those set by the EU Green Taxonomy.

Regulators in multiple countries are adopting measures and
policies to reduce emissions and curb related climate harms.
These measures include disclosure requirements and import
tariffs (see the Annex on existing or upcoming regulation).
This emerging framework of regulations should encourage
investors to monitor the carbon footprints of investee compa-
nies and channel investment into businesses developing more
sustainable processing and manufacturing processes. The IEA
has noted that diversifying solar industry supply chains could
reduce solar PV manufacturing emissions. Investors therefore
have an opportunity to take a leading role in the decarbonisa-

tion of the green technology industry.

What is the Uyghur Forced
Labor Prevention Act?

The UFLPA establishes a “rebuttable presumption”
that bans the import into the USA of goods mined,
produced or manufactured wholly or in part in the
Uyghur Region or sourced from companies on the
UFLPA Entity List.

This means that US Customs authorities work under
the presumption that all goods produced in the Uy-
ghur Region, or containing components or materials
from the Uyghur Region, or from specific named com-
panies on the accompanying Entity List are made with
forced labour. This presumption encompasses raw
and processed materials, such as metallurgical-grade
silicon, used in solar panels. Products suspected of
falling foul of the Act are examined, and then subject
to detention unless sufficient evidence is provided to
prove they were not produced using forced labour or

until the importer re-exports the products.
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https://www.bloomberg.com/news/articles/2022-08-15/solar-panels-piling-up-at-us-border-on-xinjiang-forced-labor-law
https://www.ft.com/content/6ecee5d2-e86b-49d3-9b7f-da937bf8b993
https://iea.blob.core.windows.net/assets/d2ee601d-6b1a-4cd2-a0e8-db02dc64332c/SpecialReportonSolarPVGlobalSupplyChains.pdf
https://finance.ec.europa.eu/sustainable-finance/tools-and-standards/eu-taxonomy-sustainable-activities_en
https://www.antislavery.org/reports/uyghur-forced-labour-green-technology
https://iea.blob.core.windows.net/assets/d2ee601d-6b1a-4cd2-a0e8-db02dc64332c/SpecialReportonSolarPVGlobalSupplyChains.pdf
https://www.cbp.gov/trade/forced-labor/UFLPA

The legal case:

Uyghur forced labour in supply chains is no longer solely an
“ethical” issue. With the passage of the UFLPA in the Unit-
ed States, anticipated due diligence legislation and a market
ban on goods produced using forced labour in the EU, other
pending modern slavery and human rights due diligence reg-
ulations in the works worldwide, and litigation against com-
panies alleged to profit from Uyghur forced labour in France
and Germany, it is a legal one too. In the United States, the
proposed Uyghur Genocide Accountability and Sanctions Act
would require companies listed or seeking to be listed on US
stock exchanges to report to the U.S. Securities and Exchange

Commission. This should capture the C-suite’s attention.

In the attached Annex we have compiled a summary of other
relevant legislation on human rights, due diligence and green

investments in key jurisdictions.

4.2 ‘Breaking down the E and S
silos in ESG’

The consultation process revealed that many investment firms
take a siloed approach to ESG management. They therefore
fail to capture the full range of risks associated with exposure
to the Uyghur Region. This section outlines the importance
of integrating social and climate criteria when assessing green

technology holdings.

“Personally, | struggle with how the move
to low-carbon investments often fails to
consider costs to human rights. No one

company can be perfect on E, S and G—

companies have a responsibility to operate in alignment with
the principles of a just energy transition. It calls on companies
to avoid and address the negative social and environmental
impacts of their transition from fossil fuels to renewable en-
ergy sources. Similarly, the UN Working Group on Business
and Human Rights’ commentary on the applicability of the
UNGPs to climate change highlights the obligations of both
states and businesses with respect to the impacts of climate
change on human rights. It emphasises that, according to the
UNGPs, the risk to rightsholders, and not the risk to the busi-
ness, must remain central when developing climate-related

policies, processes and decisions.

As allocators of capital and stewards of economic activity, in-
vestors have a critical role to play in ensuring climate finance
supports the realisation of human rights. This responsibility
is embedded in ESG frameworks and investor coalition agree-
ments, which set out what companies must do to enable a just
transition. The Principles for Responsible Investment, for in-
stance, commit over 2,200 investors worldwide to integrate

ESG factors into all levels of their decision making.

Current approaches to ESG risk
management

Research indicates that these commitments are not translating
into practice. The Grantham Institute, for instance, found that
“most investor strategies on climate change have yet to incor-
porate a robust social dimension”. This is a trend we observed
repeatedly during our interviews
with social investment stewards.
In particular, we noted that a lack
of communication between social
and environmental analysts has
led to a siloed approach to ESG

risk management.

but the co-existence of the polar opposites

on this issue is really challenging”

Current ESG business standards

Recent updates to, and expert commentary on, international
responsible business standards have highlighted the need for
environmental and climate impact assessments to be consid-

ered in tandem with human rights concerns.

In 2023, an update to the OECD Guidelines for Multinational

Enterprises on Responsible Business Conduct recognised that

This problem is exacerbated
by data providers, certification
schemes and industry-driven
assessments regularly ranking
companies high on ESG, despite known ties to forced labour
or other social risks (see Section 2). For example, a report last
year uncovered that 12 companies reported to be linked to Uy-
ghur forced labour appeared in Article 9 funds. Under the EU

Sustainable Finance Disclosure Regulation (2022), these funds

have specific sustainability goals based on strict criteria. Sep-
arately, after comparing how the same set of automotive com-
panies ranked on their Corporate Human Rights Benchmark
and the Climate and Energy Benchmark, the World Bench-
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https://www.europarl.europa.eu/news/en/press-room/20231016IPR07307/towards-an-eu-ban-on-products-made-with-forced-labour
https://www.europarl.europa.eu/news/en/press-room/20231016IPR07307/towards-an-eu-ban-on-products-made-with-forced-labour
https://www.business-humanrights.org/en/latest-news/des-ong-portent-plainte-en-france-contre-inditex-uniqlo-smcp-et-sketchers-et-les-accusent-de-tirer-profit-du-travail-forc%C3%A9-des-ou%C3%AFghours/
https://duediligence.design/second-case-filed-under-the-german-supply-chain-due-diligence-act/#:~:text=In%202021%2C%20ECCHR%20filed%20criminal,Business%20Conduct%20brief%20on%20litigation.
https://www.csis.org/analysis/whats-next-uyghur-forced-labor-prevention-act
https://www.antislavery.org/reports/uyghur-forced-labour-green-technology
https://mneguidelines.oecd.org//mneguidelines/
https://mneguidelines.oecd.org//mneguidelines/
https://www.ohchr.org/sites/default/files/documents/issues/business/workinggroupbusiness/Information-Note-Climate-Change-and-UNGPs.pdf
https://www.lse.ac.uk/GranthamInstitute/wp-content/uploads/2018/11/IJT-guidance-for-investors_web-spreads.pdf
https://www.unpri.org/about-us/about-the-pri
https://www.lse.ac.uk/GranthamInstitute/wp-content/uploads/2018/11/IJT-guidance-for-investors_web-spreads.pdf
https://www.hongkongwatch.org/all-posts/2022/12/5/updated-new-hkw-report-finds-that-msci-investors-are-at-risk-of-passively-funding-crimes-against-humanity-in-xinjiang
https://www.responsible-investor.com/exclusive-firms-linked-to-uyghur-persecution-in-multiple-article-9-funds/
https://finance.ec.europa.eu/sustainable-finance/disclosures/sustainability-related-disclosure-financial-services-sector_en
https://finance.ec.europa.eu/sustainable-finance/disclosures/sustainability-related-disclosure-financial-services-sector_en

marking Alliance concluded that the companies perform dif-

Helpful Resources -
ferently on the two benchmarks and consider climate and hu- P
man rights issues in silos. ) . . .
» Checklist for an investor human rights policy )
) . ) . that respects human rights at the institutional
Without an integrated approach to climate, environmental level
eve
and social harms, investors are in danger of increasing their w
exposure to financial and sustainability risks and of missing « Checklist for investor human rights gover-
opportunities for a greener, more equitable future. Investors nance structures ~
should incorporate the principles of a just transition into their . . =
] . « LSE and the Grantham Institute: A guide for o
investment strategies. ) ) ) ) ~
investor action on climate change and the just
e oo
L. ] transition =
+ Investment criteria and allocation: Investors can 53
o
develop robust and specific criteria for investments in « Climate 100+: A need for robust just transition o
. . . . ©
green energy that incorporate human rights consider- planning o
o
ations. These criteria should apply to all investment asset
classes (listed equities, private equity, bonds, including
government and sovereign bonds, and property). They o
should clearly communicate these criteria to prospective
investee companies and, in the case of asset owners to
o
their asset managers, to ensure that their portfolios are
aligned with the principles of a just transition.
~
+ Sustainable investment for long-term value cre-
ation: Investments should focus on opportunities for
synergy between people, planet and business value. Do- @
ing so can, in the long term, lead to stable and sustained
returns on investment, foster more transformative cli- ©
mate strategies and safeguard the rights of workers,
communities and other rightsholders. -
o
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https://assets.worldbenchmarkingalliance.org/app/uploads/2020/11/WBA-2020-CHRB-Key-Findings-Report.pdf
https://www.unpri.org/investment-tools/definitions-for-responsible-investment-approaches/11874.article
https://investorsforhumanrights.org/investor-toolkit-human-rights
https://investorsforhumanrights.org/investor-toolkit-human-rights
http://lse.ac.uk/granthaminstitute/wp-content/uploads/2018/12/Climate-change-and-the-just-transition_Guide-for-investor-action.pdf
http://lse.ac.uk/granthaminstitute/wp-content/uploads/2018/12/Climate-change-and-the-just-transition_Guide-for-investor-action.pdf
https://www.climateaction100.org/news/a-need-for-robust-just-transition-planning/
https://www.climateaction100.org/news/a-need-for-robust-just-transition-planning/
Edie Martin
Electric Vehicle (Martin Gillet, Flickr) 


5. Identifying effective approaches to state-
imposed forced labour in green technology

Participants in our consultations observed that there is a lack of clear guidance on how investors

should respond to exposure to Uyghur forced labour in their green technology portfolios.

While investors understand that the crisis in the Uyghur Region requires an expedited response,

many are still hesitant when the notion of divestment is broached. They view it as a “last resort”

reserved for specific cases—largely in response to legal risks and data providers’ findings—rather

than a necessary consideration in all cases of state-imposed forced labour. This approach fails to

recognise the egregious nature of the abuses in the Uyghur Region and individual investors’ inability

to change the situation.

In response to these challenges, the research team developed an investment decision tree that

operationalises recommendations from the UNGPs, the OECD and the UNGC to help readers

understand best practice for investors in the context of Uyghur forced labour. Crucially, this

decision tree directly provides guidance on when engagement is a viable solution and when

divestment is necessary.

5.1 Divestment

Divestment is the necessary response to Uyghur forced la-
bour in many of the scenarios outlined in the decision tree.
To properly understand the decision tree, it is important to be
clear on why this is the case. This is explained below, through
the application of the UNGPs, and OECD and other standards.

The key considerations and factors that guide the need

for divestment:

+ Investors and companies have known—or should
have known—of the harm since at least 2021
(2019/2020 at the latest for violations in the apparel and
agriculture supply chains, and 2022 at the latest for the

automobile sector).

+ The severity of the harm is inarguable across the three
dimensions of scale, scope and irremediability. The
harm constitutes gross, foreseeable and known hu-

man rights violations.
+ There are no valid means for companies to:

+ verify that any workplace in the Uyghur Re-
gion is free from forced labour

+ conduct audits or certification processes

+ credibly or safely engage with stakeholders

+ prevent the use of forced labour in these workplac-
es in line with human rights due diligence re-

quirements.

+ Itis not feasible for companies or investors to use or
increase their leverage to improve conditions in the
Uyghur Region, in a context of overt state control and
state-created risks to Uyghurs, investigators, auditors

and other individuals.

+ Direct remediation for affected individuals is al-

most impossible. See below.

+ Credible representatives of the affected stakehold-
ers are united in their demands for divestment
from the Region. These representatives include sur-
vivors of the internment camps and individuals with
family and friends in Uyghur Region camps or who are

otherwise missing.

e Credible representatives of the affected stake-

holders refute narratives expounding potential

unintended consequences of disengagement or di-
vestment. They assert that ongoing engagement and
investment enables and validates the status quo. This is

expanded upon further below.

There is consensus among the human rights and civil society
community that disengagement or divestment from the Uy-
ghur Region is the only way for corporate actors to comply
with the UNGPs. Both the US and UK Governments, and sev-
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https://enduyghurforcedlabour.org/faq/
https://enduyghurforcedlabour.org/coalition-statements-releases/global-coalition-urges-leading-asset-managers-to-divest-from-uyghur-forced-labour/
https://enduyghurforcedlabour.org/coalition-statements-releases/global-coalition-urges-leading-asset-managers-to-divest-from-uyghur-forced-labour/
https://www.dhs.gov/sites/default/files/2022-06/22_0617_fletf_uflpa-strategy.pdf
https://www.gov.uk/government/publications/overseas-business-risk-china/overseas-business-risk-china

eral multi-stakeholder organisations (including the Fair Labor

Association and the Ethical Trading Initiative) have recognised
the challenges of conducting human rights due diligence and

upholding other responsible business principles in the Region.

Below we provide further detail on how these considerations
should be applied using the UNGPs and OECD Guidelines.

Applying the UNGPs and OECD Guidelines

UNGP 19 recommends that enterprises consider ending busi-
ness relationships where they lack the leverage to prevent
or mitigate adverse impacts and are unable to increase their
leverage, “taking into account credible assessments of po-
tential adverse human rights impacts of doing so”. UNGP 19
makes it clear that “the more severe the abuse, the more quick-
ly the enterprise will need to see change”—even in cases where
the business relationship is crucial to the enterprise. Severity
isjudged on the basis of the scale, scope and irremediable char-
acter of negative impacts. Given the extreme scale and egre-
gious harm of Uyghur forced labour—which likely amounts

to a crime against humanity—Uyghur forced labour must be

understood to be of extreme severity.

New guidance from the UN Office of the High Commissioner for
Human Rights, published in 2023, unpacks this further, stating:

“Although the UNGPs stipulate that businesses should seek
to exercise leverage where they are contributing or linked to
such harms, it may be the case that business enterprises have
little if any leverage with governments involved in carrying
out egregious violations. Where sufficient leverage is lacking,
those enterprises who are at risk of being involved in gross
human rights abuses will need to rapidly come to a decision
about whether and how to exit, and the necessary mitigation

measures that will need to be in place”

UN Office of the High Commissioner for Human Rights

The OECD has recognised that the same principle applies to
investments, indicating that divestment from a company may
be an appropriate response “where mitigation is unfeasible or
because the severity of the adverse impact warrants it”

(author’s own emphasis).

Affected stakeholders’ views on
the potential consequences of
disengagement/divestment

Both the UNGPs and the OECD note the need for investors
and companies to consider the potential adverse impacts of
disengagement/divestment before deciding on this course of
action. In the case of Uyghur forced labour, companies and
business associations have often cited, for example, the alleged

impact on the livelihoods of Uyghurs and job losses.

Such statements evidence a profound lack of understanding
of the severity of the abuses in the Uyghur Region, and fail to
recognise that:

+ The widespread Uyghur forced labour systems are an in-
tegral part of a broader Chinese Government strategy of

persecutlon;

+ The Chinese Government’s policies have cultivated an
acute climate of fear that prevents Uyghur workers from
freely choosing their employment or refusing employ-

ment in government schemes.

+  Where forced labour is a widespread or systematic viola-
tion committed in furtherance of a state policy, it consti-

tutes a crime against humanity under international law.

The OHCHR guidance also makes it clear that affected stake-
holders’ views should play a fundamental role in decisions to

exit, stating:

“To the extent possible, the decision to exit responsibly should
draw on internal and/or independent external human rights
expertise, and involve meaningful consultation with poten-
tially affected groups and other relevant stakeholders. This
includes, all workers (not just any expatriate staff in the

country).”

The affected communities and their representatives—survi-
vors of the persecution, family and friends of detained Uyghur,
and the Uyghur diaspora—and expert organisations are united

in their demand for full divestment from the Uyghur Region.

Investors and companies should therefore not attempt to justi-
fy delaying decisions on divestment/disengagement from the
Uyghur Region, or the timeline to divest/disengage, based on
the need to assess potential adverse impacts of doing so, when
the affected stakeholder and expert community consensus is

that the only responsible business decision is to exit the Region.
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https://www.fairlabor.org/forced-labor-risk-in-xinjiang-china/
https://www.fairlabor.org/forced-labor-risk-in-xinjiang-china/
https://www.ethicaltrade.org/blog/uyghur-workers-global-supply-chains-eti-position-statement
https://www.wsj.com/articles/auditors-say-they-no-longer-will-inspect-labor-conditions-at-xinjiang-factories-11600697706
https://globalnaps.org/ungp/guiding-principle-19/
https://undocs.org/Home/Mobile?FinalSymbol=A%2FHRC%2F51%2F26&Language=E&DeviceType=Desktop&LangRequested=False
https://www.ohchr.org/sites/default/files/documents/issues/business/bhr-in-challenging-contexts.pdf
https://www.ohchr.org/sites/default/files/Documents/Issues/Business/UNGPs10/Stocktaking-investor-implementation.pdf
https://www.icc-cpi.int/sites/default/files/RS-Eng.pdf
https://www.ohchr.org/sites/default/files/documents/issues/business/bhr-in-challenging-contexts.pdf

Divestment following failed engagement

Our decision tree also demonstrates that disengagement from
companies sourcing from the Region is necessary, if compa-
nies have failed to address their exposure to Uyghur forced
labour following sustained engagement. This aligns with the
OHCHR’s recommendation that divestment from a compa-
ny may be an appropriate response after continuous failed
attempts at mitigating a harm. Our approach also empha-
sises the need for expedited and, in certain cases, immediate
divestment if companies fail to take concrete steps to end their
involvement in these egregious abuses for as long as the perse-

cution in the Region continues.
Channelling investment into alternatives

During the consultation process, numerous investors noted
that divestment from solar and EV assets is complicated be-
cause green technology is essential to mitigating the climate
crisis. This is compounded by a perceived absence—at the time

of publication—of cost-effective alternatives.

However, the crisis of Uyghur forced labour should breed ur-
gency and innovation. Rather than accepting the status quo,
investors should be exploring ways to channel investments
into companies that are looking for new ways to further the
green energy transition. They should be engaging with gov-
ernments to advocate for policy support to scale-up the de-
velopment of alternative supply chains. Investors must look
towards long-term value creation with equitable and sustain-
able energy solutions, even if doing so might bring less stable

financial returns in the short term.

In the US, there are indications that the passage of the UFLPA
is driving supply chain diversification, increased investment

in clean alternatives and technological innovation.

Remediation and Uyghur forced labour

Under the UNGPs and OECD guidelines, the need for remedi-
ation must also be duly considered, even where disengagement
or divestment has been identified as the necessary course of
action. In other words, disengagement does not exempt com-
panies from their responsibility to remedy any harm they

caused or to which they contributed.

Remediation usually involves providing financial and non-fi-
nancial compensation and support to the survivors of forced
labour. Sadly, this poses significant challenges in the case of im-
pacted Uyghurs, given the complexities of identifying, and ac-

cessing, survivors, among other reasons. In this context, some

business actors have made donations to affected communities
as a form of indirect remediation, such as to support Uyghur

refugee communities in Turkey, Kazakhstan or elsewhere.

Given their significant leverage, investors should seize oppor-
tunities to encourage, support or incentivise contributions to
remediation by their investee companies to the Uyghur refugee
community, as a form of remediation. When doing so, direct en-
gagement by companies with the community and their credible
representatives is paramount. In some cases, investors can facil-
itate direct consultations with their investee companies, where
the investor may have established connections with the relevant
community and/or representatives. Critically, however, indirect
remediation to refugee communities should not be understood

as a replacement for divestment where it is necessary.

Helpful Resources

+ Principles for Responsible Investment (PRI)

Guidance on divestment approaches

+ OECD Guidance on responsible business in

challenging contexts

Applying the concepts of cause,
contribution or linkage to Uyghur forced
labour

The UNGPs outline three concepts—cause, contribution and
linkage—to define a company’s involvement in a negative im-

pact and its responsibility to provide remedy.

The author of the UNGPs, Professor John Ruggie, explains
that there is a continuum between contribution and linkage,
and that a variety of factors can determine where on that con-
tinuum a particular instance may sit [including] the extent to
which a business enabled, encouraged, or motivated human
rights harm by another; the extent to which it could or should
have known about such harm; and the quality of any mitigat-

ing steps it has taken to address it.

This concept of a movement from linkage to contribution has
been applied in recent academic research examining Uyghur
forced labour and in OECD National Contact Point cases.
They highlight that companies can move along the “contin-
uum” from “linkage” to “contributing to”, or even “caus-
ing”, harm when they fail to take action in response to a
predictable/foreseeable harm, in particular when such a
harm is severe.
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https://www.independent.co.uk/tech/perovskite-solar-panels-uk-efficiency-b2371954.html
https://www.cea3.com/cea-blog/navigating-the-uflpa-geopolitical-risk-in-the-pv-supply-chain
https://www.spglobal.com/marketintelligence/en/news-insights/latest-news-headlines/avoiding-china-supply-chain-risks-first-solar-soars-60949212
https://www.independent.co.uk/tech/perovskite-solar-panels-uk-efficiency-b2371954.html
https://www.workersrights.org/communications-to-affiliates/new-wrc-report-hetian-taida-badger-sport-china/
https://www.ohchr.org/sites/default/files/Documents/Issues/Business/InterpretationGuidingPrinciples.pdf
https://www.ohchr.org/sites/default/files/Documents/Issues/Business/InterpretationGuidingPrinciples.pdf
https://media.business-humanrights.org/media/documents/files/documents/Thun_Final.pdf
https://muse.jhu.edu/article/837782/pdf
https://www.oecdwatch.org/complaint/jijnjevaerie-saami-village-vs-statkraft/
https://www.unpri.org/download?ac=16109
https://www.ohchr.org/sites/default/files/documents/issues/business/bhr-in-challenging-contexts.pdf

In terms of investment activities, if a private equity investor
holds a controlling interest in a company or has a high level
of influence at the company (e.g. has a seat on the board), this
private equity investor can be construed to have caused or
contributed to the harms resulting from the company’s activ-

ities or relationships. PRI has also highlighted that an inves-

tor can be deemed to have contributed to human rights harms
through its investments when “the investor holds high owner-
ship stakes and could or should have known about [the] harm,

but preventive actions were insufficient”.

The continuum between cause, contribution and direct link-
age has also been acknowledged by the OHCHR 1in its advice to

the banking sector:

In practice, there is a continuum between ‘contributing to’and
having a ‘direct link’ to an adverse human rights impact: a
bank’s involvement with an impact may shift over time, de-
pending on its own actions and omissions. For example, if a
bank identifies or is made aware of an ongoing human rights
issue that is directly linked to its operations, products or ser-
vices through a client relationship, yet over time fails to take
reasonable steps to seek to prevent or mitigate the impact|...]
it could eventually be seen to be facilitating the continuance of

the situation and thus be in a situation of ‘contributing’

Overall, the above analysis highlights the clear risk that, be-
yond linkage alone:

+ companies not directly employing Uyghur forced labour
in their operations, but still involved in Uyghur forced
labour - for example, companies sourcing inputs made
with Uyghur forced labour—could nonetheless be un-

derstood to be contributing to the harm; and

+ investors in companies involved in Uyghur forced la-
bour, including through sourcing relationships, could be
understood to be contributing to the harm.

This includes when these companies and/or investors fail to
take meaningful action in response to known and foreseeable
risks of Uyghur forced labour. There is a strong argument
that persisting in alleged attempts to exercise leverage consti-
tutes such a failure to take meaningful action where there is

no reasonable or foreseeable prospect of change.

% Helpful Resources

« Office of the United Nations High Commis-
sioner for Human Rights (OHCHR) report:
Taking stock of investor implementation of the
UN Guiding Principles on Business and Hu-
man Rights

+  OECD resource: Responsible business conduct

for institutional investors

+ OHCHR framework: Guiding principles on
business and human rights
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https://www.unpri.org/human-rights/why-and-how-investors-should-act-on-human-rights/6636.article
https://www.ohchr.org/sites/default/files/Documents/Issues/Business/InterpretationGuidingPrinciples.pdf
https://www.ohchr.org/sites/default/files/Documents/Issues/Business/InterpretationGuidingPrinciples.pdf
https://www.ohchr.org/sites/default/files/Documents/Issues/Business/UNGPs10/Stocktaking-investor-implementation.pdf
https://mneguidelines.oecd.org/RBC-for-Institutional-Investors.pdf
https://www.ohchr.org/sites/default/files/documents/publications/guidingprinciplesbusinesshr_en.pdf

5.2 State-imposed forced
labour response decision tree

‘When considering whether divestment is the correct ap-
proach, it is important to differentiate between compa-

nies that are:
I SCENARIO A: OPERATING IN THE UYGHUR REGION

Whether implicated in the transfer of “surplus” Uyghur labour
across the Region or in the forced labour of detainees in in-
ternment camps, these companies are integral to, and complic-
it in, the Chinese government’s forced labour programmes.
They have no capacity to exit or change their practices and, in
turn, investors have no leverage to affect change. In this case,

the only adequate response is immediate divestment.

As outlined above, there is no reasonable justification for de-
laying divestment to assess its potential adverse impacts when
survivors of the persecution and their credible representatives
have publicly endorsed demands for full divestment from the

Uyghur Region since at least 2020.

SCENARIO B: OPERATING IN MAINLAND CHINA, BUT
RECEIVING STATE-IMPOSED LABOUR TRANSFERS
FROM THE UYGHUR REGION

In this situation, implicated companies may be able to end
their participation in state labour transfers from the Region.
However, publicly available evidence of companies ending
their involvement in such schemes is scarce. It is therefore
recommended that investors exert and build their leverage
to engage with these companies, to call for the immediate
termination of participation in state labour transfer schemes.
As this scenario involves a company directly utilising Uyghur
forced labour, action must be taken within an expedited
timeframe (suggested no more than two months for com-
pliance), given the severity of the impact. If a company fails
to acknowledge the issue or to take steps within the designated

timeframe, then urgent divestment processes should begin.

SCENARIO C: DIRECTLY OR INDIRECTLY SOURCING
INPUTS PRODUCED WITH UYGHUR FORCED LABOUR

In this scenario, investors should engage with companies to
change their sourcing relationships. Their strategy, however, will
depend on their suppliers’ connection to Uyghur forced labour. If

an investee company’s suppliers are:

1. Operating in mainland China, but receiving labour
transfers from the Region, investors should require
companies to call on their suppliers to immediately ter-
minate their participation in state labour programmes
and find alternative suppliers if met with non-compli-

ance, as in scenario B above, and/or

2. Operating in the Uyghur Region, investors should re-
quire companies to terminate their contracts with these

suppliers within a set time period (see below).

If companies fail to comply with these requirements within
the designated timeframe, investors should consider escala-
tion. As part of these efforts, investors should attempt to
increase their leverage with companies through investor
collaboration and collective action. This process should
culminate in divestment where engagement fails. As outlined
above, Uyghur forced labour must be understood as a severe
and foreseeable/known harm, against which companies and

investors should have already taken meaningful action.

Accordingly, companies should be subject to timebound
requirements on a scale of months, not years, to shift
sourcing/end linkages. Investors should similarly estab-
lish deadlines of months, not years, to conclude divest-
ment decisions, if engagement and attempts to increase their
leverage have failed to drive change. As outlined above, the
UNGPs make it clear that the more severe the abuse, the more
quickly the enterprise will need to see change—even in cases

where the business relationship is crucial to the enterprise.

The above scenarios and analysis are presented in the decision

tree on the following page.

Where investors have passive holdings through exchange-traded funds or ETFs, we acknowledge that they are not able to di-

vest from a particular company in alignment with the decision tree. In this case, investors should explore ways to engage with

index providers, on which ETFs are based, to apply specific criteria to exclude companies that have operations in the Uyghur

Region. See Section 8 for further discussion on this.
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Scenario A Q .

Immediate decision: Investors have no leverageor
Divest prospect of increasing leverage

REEEER CEITRE and, in accordance with the UNGPs b
operates in the > and OECD Guidelines, should
Region commence:
w
URGENT DIVESTMENT
I

Scenario B Q

If a company has no credible
plan to terminate participation in
ENGAGE state labourtransfer programmes

v

ACTION: seek to and rapid attempts to exert and

Investee company .
exert and increase

increase leverage fail:

operates in
mainland China
but participates
in state labour
transfer
programmes from
the Region.

leverage with
company.

ASK: company’s
urgent termination
of participation

in state-imposed

Expedited
timeframe of
no more than
two months

for supply

chain shift

URGENT DIVESTMENT

If a company terminates its

&
Q.
(]
=]
s
—+
<.
=]
oo
m
—h
—+
(]
O
&
<
(]
>
©
©
=
(]
QD
(@)
>
®
(2]

articipation in state labour
labour transfer participationt Y

» transfer programmes within the
programmes.
agreed timeframe:
o
MONITOR & ENGAGE
\‘
. [00]
Scenario C 0
©
If the compnay has no credible
plan to
-_—
o

a) shift sourcing from the Region.
ENGAGE

v

b) ensure suppliers terminate

ACTION: Exert and participation in state labour

Investee company increase leverage programmes
senEes o with company. URGENT DIVESTMENT
X Expedited
a) companies . .
ASK: timeframe of

operating in the 1o more than
Region and/or » ) shift sourcing six months °
for supply if T
chain shift a company commits to:

b) participating fromthe Region.

in state labour .
B) ensure suppliers

operating outside

the Region terminate
participation in state
labour programmes.

programmes a) terminating sourcing from

outside the Region. the Region

b) ensuring all suppliers outside of
the Region terminate participation

v

in state labour programmes

within an agreed timeframe:
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q Tackling Bifurcation

The UFLPA prohibits the import into the USA of goods
mined, produced or manufactured wholly or in part in the
Uyghur Region. This legislation has driven companies
with US operations to map their supply chains and devel-

op supply lines that are free from Uyghur forced labour.

In the solar industry, the dominant approach, however, is
to circumvent these regulatory challenges by bifurcating
supply chains. Companies create one or more purport-
edly forced-labour-free supply chains, while continuing
production via tainted supply chains. Research has found
that some of the world’s largest solar module manufactur-
ers appear to have created designated product lines that
they claim to be free from inputs produced using Uyghur
forced labour. They suggest that these supply chains are
dedicated to the US market or designed with UFLPA com-
pliance in mind. Meanwhile, these same companies con-
tinue to use inputs made with Uyghur forced labour in

products for other markets.

Bifurcation must not be considered an “alternative” or
a solution to the crisis of Uyghur forced labour in green
energy technologies. Bifurcation is solely a compliance
solution to the UFLPA. It does not satisfy responsibilities
under international standards. Any ongoing financial re-

lationship with a company directly perpetrating Uyghur

forced labour, regardless of whether the specific product
sourced from that company is free from Uyghur forced
labour, profits a company complicit in the persecution of
the Uyghur people and perpetuates the status quo in the
Region.

Companies that knowingly source from suppliers that
have set up bifurcated supply chains, or that have bifurcat-
ed their own supply chains, and the investors that invest
in these companies, may not only be directly linked to the
harm but, in fact, contributing to it. Bifurcation exposes
investors and companies to potential regulatory risk, giv-

en the evolution of legislation in the EU and elsewhere.

The Coalition to End Forced Labour in the Uyghur Re-
gion calls on companies to uphold a single global standard,

ending bifurcation and ensuring that all products are
made free from forced labour. Asset owners and managers
should invest in companies that have clearly demonstrat-
ed that they have exited the Uyghur Region entirely and
established supply chains that will allow them to sustain
that exit. Further, investors should use their leverage with
all stakeholders, including companies and governments,
to shift the focus away from bifurcation as a solution and

towards the creation of genuine alternatives.

LT I- TETTS r|. an

lmlhlhﬁ

Workers manually crush silicon in Jingang Circular Economy Industrial Park, Ili Prefecture, Xinjiang. Source: Kokodala News via Weixin.
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https://www.shu.ac.uk/helena-kennedy-centre-international-justice/research-and-projects/all-projects/over-exposed
https://enduyghurforcedlabour.org/call-to-action/
https://enduyghurforcedlabour.org/call-to-action/

6. Conducting Due Diligence

When it comes to due diligence, our consultations revealed that many investors lack the technical

tools and/or knowledge to identify a company’s exposure to the Uyghur Region. As a result, many asset

managers rely disproportionately on data providers’ evaluations of human rights data sets, which are

rudimentary and unreliable.

As outlined in the decision tree, investors must conduct their own due diligence to ascertain whether a

company is operating in or sourcing from the Uyghur Region or is otherwise implicated in Uyghur forced

labour. These due diligence efforts should be informed by desk-based research. Potential data sources

include reliable academic, non-profit and media reports, as well as direct engagement with companies

and impacted stakeholders through dialogue with Uyghur human rights groups and other relevant civil

society organisations. This research must inform decision making throughout the investment lifecycle,

from initial investment through to stewardship, and, where relevant, divestment.

Once investors have ascertained a company’s relationship to the Region, they can refer to the

decision tree for the appropriate next steps. Using this approach will streamline investment

decisions and help investors act within an expedited timeframe.

6.1 Understanding the

supply chain

How solar and

electric vehicle
supply chains

are exposed to
Uyghur forced

labour

For investors to map
their fund’s exposure
to Uyghur forced la-
bour, they should first
understand which tiers
of the solar and EV sup-
ply chains are at high-
est risk. This technical
knowledge will stream-
line their due diligence

procedures.

EV SUPPLY CHAIN

Process

Upstream: Raw materials, including
nickel, cobalt, lithium, graphite and

manganese are mined from the earth.

Midstream: Processors and refiners
purify the raw materials and use them
to make cathode and anode batteryma-
terials. Lithium is present in the anode
and the cathode. Other common an-
ode materials include carbon-based
materials like graphite, silicon or a

combination of the two.

Downstream: Battery manufacturers
assemble the battery cells into modules
and then pack and sell them to auto-
makers, who place the finished bat-
teries in EVs. Some automakers have
formed partnerships with manufac-
turers to produce their own batteries

for the vehicles they sell.

Risk

Although a significant proportion of
critical minerals are mined elsewhere
(e.g. Chile, the DRC and Australia) and
exported to China for processing, crit-
ical minerals are increasingly being
extracted from the Uyghur Region.
Lithium mining is experiencing a par-

ticularly steep increase.

The processing and manufacturing
ofthe key materials for EVs isincreas-
ingly concentrated in China.China is
now estimated to process44% of the
world’s chemical lithium,and pro-
duces 78% of cathodes, 91% ofanodes,
and 70% of lithium-ionbattery cells.
A growing share of theseprocesses is

shifting into the UyghurRegion.
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SOLAR SUPPLY CHAIN
Process

+ Quartz rock that meets specific purity and physical
property specifications (also known as quartzite) is

mined from the earth;

+ Quartz is chemically reacted with carbon sources to
produce metallurgical grade silicon (MGS) in electric

arc furnaces;

+  MBGS is converted to polysilicon through a series of

chemical reactions and purifications;

+ Polysilicon is placed in high purity quartz crucibles
and melted, and long cylindrical single crystal silicon

ingots are “pulled” from the melt;

+ Ingots are squared and then sliced into very thin wa-

fers with diamond wire saws;

+ Individual solar cells are produced from wafers via
a complex series of automated chemical and physical

processes; and

« Individual cells are assembled into solar modules.

6.2 How to conduct desk-
based due diligence of solar
and EV supply chains

Investors must ask companies to map and publicly disclose
their EV and solar supply chains, including sub-suppliers
down to the raw materials. However, as discussed in Section
2, supply chains in China can be opaque by design. This is in
part due to the Chinese government’s regulatory environ-
ment, which encourages corporate secrecy and makes on-the-
ground investigations or audits impossible (see Section 7.2).
These conditions mean that information provided or pub-

lished by companies may be false or misleading.

For this reason, investors should not rely solely on companies’
self-disclosure. They should instead use desk-based research to
learn more about the sourcing contracts and practices of their
suppliers. In some cases, particularly where investors are col-

lectively engaging with a company, pooling resources and re-

Risk

+ Quartz mining and MGS and polysilicon production
are the tiers of the solar supply chain most at risk of

exposure to Uyghur forced labour.

+ Approximately 35% of the world’s polysilicon and 32%
of the world’s MGS is produced in the Uyghur Region.

+ The production of MGS, polysilicon and ingots re-
quires large amounts of energy, incentivising compa-
nies to locate their factories in regions with an abun-
dance of low-cost electricity, like the Uyghur Region.

search efforts can advance investors’ understanding of a com-

pany’s exposure to human rights harms.’
Key steps of desk-based due diligence include:

+ Prioritise mapping the materials or inputs known to
be at highest risk of forced labour. For solar, this in-
cludes polysilicon and metallurgical-grade silicon. For
electric vehicles, this includes lithium, lithium-ion
batteries, copper and graphite, as well as ultra-low-car-
bon steel and aluminium. Several public datasets track
which companies have been exposed in the media for
using Uyghur forced labour, including in the solar and
EV sectors, or for sourcing from those that do. See re-

sources below.

+  Map the goods the Chinese Government has prioritised
for expansion in the Uyghur Region. This includes crit-
ical minerals, electronic components, batteries and stor-
age, among many others. This mapping should also iden-

tify risks affecting inputs for emerging alternatives. For

9. Any such initiative may be subject to internal and legal restrictions. Certain specific forms of collective action could trigger competition or regulatory re-

quirements, for example, collective action to obtain or consolidate control of the acquisition offer of a company. Nevertheless, regulators have expressed their

clear intent that these rules should not inhibit shareholder cooperation to support ESG efforts nor act as a barrier to collective shareholder action. (See: PRI’s

and Linklaters’ UK Guidance on Acting In Concert and Collaborative Shareholder Engagement)
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example, graphene, a potential alternative to lithium-ion
battery chemistries in EVs, is reportedly processed in the
Uyghur Region.

Read corporate annual reports to identify a company’s
top suppliers, but be aware that any lists may not account
for the company’s full supply chain. Scrutiny is required
to determine if the company is disclosing the makers of

all of its inputs or only a fraction.

Invest in expertise and resources to learn the local lan-
guage names of companies (including parent companies
and subsidiaries). Research whether a company has any
connection to the Uyghur Region in Chinese languages,
including through sourcing relationships and subsidiar-
ies. Often companies delete this information from their
websites, but further online research can turn up hidden

connections.

Research corporate annual reports for suppliers all the

way to the raw materials if possible.

Search the internet in English and the company’s local
language for corporate press releases or media announce-
ments about supply contracts. In green technology, these
contracts are often shared in major announcements and/

or via investor calls.

Search the internet for all suppliers and sub-suppliers’
relationships to state-sponsored labour programmes.
See relevant search terms listed in SHU’s briefing on
Desk-Based Research Strategies to Identify Uyghur Re-

gion Exposure.

Customer due diligence:
Governments and state-owned
enterprises

When addressing the risks of state-imposed forced
labour, asset managers should consider whether im-
plicated states or state-owned enterprises are asset
managers’ own clients. “Know Your Customer” or
“KYC” are core concepts in the financial industry for
countering money laundering and other fraud risks.
Customer due diligence is an essential part of doing
business. It allows you to ensure that the clients you
work with or the customers that you sell your prod-
ucts and services do not and will not violate inter-
national human rights laws. In the same vein, asset
managers should be conducting their own customer
due diligence / KYC as part of their human rights re-

sponsibilities. Asset managers who have or are con-

sidering a government or sovereign fund client must

conduct due diligence to ensure that they do not take

on clients that are connected with human rights vi-
olations or violations that may amount to crimes
against humanity. This would pose serious business

risks to the asset manager.

Helpful Resources

+ SHU'’s ‘Over Exposed’ report contains an as-

sessment model decision tree to help businesses

and investors assess the risk that a solar compa-
ny is exposed to Uyghur forced labour.

+ SHU's briefing: Desk-based Research Strategies
to Identify Exposure to the Uyghur Region

+ Sayari webinar: Enhancing Xinjiang Forced La-

bour Risk Assessments

+  OHCHR guidance on conducting due diligence

in challenging contexts
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https://www.shu.ac.uk/helena-kennedy-centre-international-justice/research-and-projects/all-projects/driving-force
https://www.shu.ac.uk/helena-kennedy-centre-international-justice/research-and-projects/all-projects/evidence-briefs
https://principalswithprinciples.wordpress.com/
https://principalswithprinciples.wordpress.com/
https://www.shu.ac.uk/helena-kennedy-centre-international-justice/research-and-projects/all-projects/over-exposed
https://www.shu.ac.uk/helena-kennedy-centre-international-justice/research-and-projects/all-projects/over-exposed
https://www.shu.ac.uk/helena-kennedy-centre-international-justice/research-and-projects/all-projects/evidence-briefs
https://supplychaindigital.com/articles/enhancing-xinjiang-forced-labour-risk-assessments
https://www.ohchr.org/sites/default/files/documents/issues/business/bhr-in-challenging-contexts.pdf

Due Diligence on
Climate Impacts

Investors committed to breaking the
silo between environmental and so-
cial risk analysis should map the cli-
mate impacts of their assets alongside
their exposure to forced labour. The
OECD’s recent publication, Managing
Climate Risks and Impacts Through

Due Diligence for Responsible Busi-

ness Conduct: A Tool for Institutional

Investors, provides multiple recom-
mendations for how investors can in-
tegrate climate assessments into their
portfolio screenings and other invest-

ment decision-making processes.

Due diligence measures involve:

1. IDENTIFYING AND ASSESSING CLIMATE RISKS, IMPACTS AND
OPPORTUNITIES AT ASSET, ASSET-CLASS AND SECTORAL LEVEL

+ Assess scope 1, 2 and material scope 3 emissions associated with

individual assets in portfolios based on GHG protocol accounting
methodologies.

2. IDENTIFYING AND ASSESSING CLIMATE RISKS, IMPACTS AND
OPPORTUNITIES AT PORTFOLIO LEVEL

+ Estimate the carbon and other greenhouse gas (GHG) emissions foot-
prints of portfolios across asset classes and investment types, using real

or estimated data for all GHGs, in line with TCFD recommendations.

+ Identify and assess future projected climate impacts and risks on short,

medium and long-term time horizons.

+ Use forward-looking approaches such as climate scenario analysis and

climate stress tests.

+ Address possible trade-offs and integrate with other social and envi-

ronmental goals for a just transition, such as biodiversity, nature-relat-

ed impacts and wellbeing.

3. PRIORITISING THE MOST SIGNIFICANT RISKS AND IMPACTS FOR
FURTHER ACTION BASED ON THEIR SEVERITY AND LIKELIHOOD,
UTILISING BENCHMARKS AND SCREENING TOOLS

+ Prioritise assets and sectors associated with the most significant ad-

verse climate impacts, such as high GHG emissions or reduction of car-

bon sinks (e.g. oil and gas, utilities, transport, materials, forestry and

fisheries, chemicals, construction, textile and leather).

+ Prioritise further due diligence for assets and sectors associated with
those climate impacts most likely to result in harm to people or the

planet (e.g. large-scale infrastructure, real estate developments, energy

and agricultural assets).

See the OECD’s Managing Climate Risks and Impacts Through Due Diligence
for Responsible Business Conduct for further guidance.
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https://www.oecd-ilibrary.org/environment/managing-climate-risks-and-impacts-through-due-diligence-for-responsible-business-conduct_8aee4fce-en
https://www.oecd-ilibrary.org/environment/managing-climate-risks-and-impacts-through-due-diligence-for-responsible-business-conduct_8aee4fce-en
https://www.oecd-ilibrary.org/environment/managing-climate-risks-and-impacts-through-due-diligence-for-responsible-business-conduct_8aee4fce-en
https://www.oecd-ilibrary.org/environment/managing-climate-risks-and-impacts-through-due-diligence-for-responsible-business-conduct_8aee4fce-en
https://www.oecd-ilibrary.org/environment/managing-climate-risks-and-impacts-through-due-diligence-for-responsible-business-conduct_8aee4fce-en
https://carbonaccountingfinancials.com/en/standard#the-global-ghg-accounting-and-reporting-standard-for-the-financial-industry
https://carbonaccountingfinancials.com/en/standard#the-global-ghg-accounting-and-reporting-standard-for-the-financial-industry
https://www.fsb-tcfd.org/wp-content/uploads/2017/06/FINAL-2017-TCFD-Report-11052018.pdf
http://www.iigcc.org/resources/navigating-climate-scenario-analysis-a-guide-for-intuitional-investors
https://www.unepfi.org/wordpress/wp-content/uploads/2019/05/TCFD-Changing-Course-Oct-19.pdf
https://doi.org/10.1787/a3147942-en
https://tnfd.global/
https://tnfd.global/
https://www.oecd.org/environment/cc/Highlights-Accelerating-Climate-Action-Refocusing-Policies-through-a-Well-being-Lens.pdf?_ga=2.141537018.974684250.1696937581-515550072.1696424596
https://www.transitionpathwayinitiative.org/
https://climate.moodys.com/
https://www.worldbenchmarkingalliance.org/climate-and-energy-benchmark/
https://www.crrem.eu/
https://www.oecd-ilibrary.org/environment/managing-climate-risks-and-impacts-through-due-diligence-for-responsible-business-conduct_8aee4fce-en
https://www.oecd-ilibrary.org/environment/managing-climate-risks-and-impacts-through-due-diligence-for-responsible-business-conduct_8aee4fce-en

When it comes to due diligence, our consultations revealed that many investors lack the technical

tools and/or knowledge to identify a company’s exposure to the Uyghur Region. As a result, many asset

managers rely disproportionately on data providers’ evaluations of human rights data sets, which are

rudimentary and unreliable.

This section proposes multiple ways investors can facilitate productive engagement with companies

and, in the case of asset owners, with their asset managers. It includes suggested questions to

facilitate dialogue, responses to misinformation from companies and next steps following successful

or unsuccessful engagement.

As outlined in the decision tree, this form of engagement is not credible if a company has already been

identified as operating in the Uyghur Region.

7.1 Key human rights questions
for engagement with portfolio
companies

To engage directly with investee companies, investors can

refer to the engagement guidance questions provided by the

Investor Alliance and SHU’s ‘Ethical Procurement’ briefing

paper. These questions could also be shared with investee
companies for use with their suppliers, especially those based

in China.

We recommend that investors/their investee companies
also ask questions on the carbon impact of production in the
Uyghur Region, considering scope 1, 2 and 3 emissions, and
whether relevant companies have publicly disclosed data on

their environmental and climate impacts.

Although investors raised the challenges and
potential security concerns around engaging
directly with Chinese companies during con-
sultations, some investors had engaged directly
with China-based companies on Uyghur forced
labour, while taking certain precautions, such
as amending terminology, to address such con-

cerns (see Section 7.3).

However, China-based companies are unlikely to—deliberate-
ly—disclose information that would expose their involvement
in Uyghur forced labour. Desk-based due diligence is therefore
necessary to identify companies’ exposure to Uyghur forced la-
bour. The guidance below summarises ways to identify language

that could indicate involvement in forced labour programmes.

7.2 How to respond to
companies giving ‘red herring’
responses

The investment professionals we consulted for this project not-
ed that their engagement efforts would benefit from clear guid-
ance on how to understand and respond to common statements

from companies on their exposure to the Uyghur Region.

Investors find it difficult to evaluate how companies approach
Uyghur forced labour during engagement processes. This is
partly because many responses that would typically indicate
responsible business conduct in the context of privately-im-
posed forced labour (e.g. on-the-ground engagement with

suppliers and remediation) do not apply to the Uyghur Region.

To address this issue, this section provides investors with ac-
curate responses to some of the frequent responses given by
companies. As well as shaping future engagement, this infor-
mation should help investors distinguish between companies
that are actively seeking to implement responsible practices
and those that are shirking accountability. If companies dou-

ble down on inaccurate responses, or continue to evade the
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https://investorsforhumanrights.org/
https://www.shu.ac.uk/helena-kennedy-centre-international-justice/research-and-projects/all-projects/evidence-briefs
https://www.shu.ac.uk/helena-kennedy-centre-international-justice/research-and-projects/all-projects/evidence-briefs

questions asked, investors should deduce that the company is
not adequately managing risk and should consider escalation

or divestment [see following section].

“WE HAVE NO CONNECTION TO THE UYGHUR REGION/
GOVERNMENT-LABOUR TRANSFERS.”

During dialogue with China-based companies/suppliers, in-
vestors/investee companies should be concerned by references
to “training” pay schemes or schemes in which the recruit-
ment, contracting and payment of workers is not done by the
company or involves a third party. In addition, any suggestion
that the company exerts control over its worker could be iden-

tified by references to:

+ segregated housing

+ special security apparatuses applied to particular com-

munities
+ ideological training
+ restrictions on prayer and dress
+ segregation of Muslim workers
+ alack of culturally appropriate holiday considerations

« controls on non-work time.

“WE’VE CONDUCTED AN AUDIT OF OUR FACILITIES AND
FOUND NO EVIDENCE OF FORCED LABOUR.”

Auditing is not sufficient to ensure that products coming from
the Uyghur Region are free from forced labour because audi-
tors are not allowed free and unfettered access to facilities in
the Region, much less to workers. Affected workers are at risk
of arbitrary detention if they talk to auditors (or other outsid-
ers) about their working conditions or contradict the employer
/ government position (as evidenced by, for example, the Wall
Street Journal). This repressive environment prevents audi-
tors from obtaining accurate information on labour standards

in the Region.

In response to a recent investigation on Uyghur forced labour,
the global company Sedex, which provides a widely used audit
methodology, stated that it “may be difficult and risky for au-
ditors themselves to explicitly recognise state-imposed forced

labour” that “may have been covered up”.

Auditors and investigators are also at risk of detention and
intimidation if they attempt to investigate Uyghur forced la-
bour. For these reasons, a number of auditors publicly

announced in 2020 that they are no longer conducting

audits in the Uyghur Region. Since then, intimidation has
continued, and under current Chinese government policies,
basic due diligence is being treated as “espionage” anywhere in
China. In 2022 and 2023, auditors and consultants operating
in all parts of China have been targeted (see reporting by the
WSJ and the Sourcing Journal).

Any auditor that purports to be able to conduct a social audit
in the Uyghur Region or who suggests that a state-sponsored
labour transfer within the Uyghur Region is simply part of a
standard government assistance programme is revealing that
they lack adequate knowledge of the situation in the Uyghur

Region to provide reliable services.

If a company deems that it cannot conduct any form of legiti-
mate due diligence, based on the need to protect its own staff
or auditors, an ongoing business relationship may no longer be

tenable.

“UYGHUR FORCED LABOUR IS A POLITICAL ISSUE—
PART OF THE GEOPOLITICAL TENSIONS BETWEEN
THE USA AND CHINA. WE SHOULD NOT BE PRESSURED
BY THE USA.”

Uyghur forced labour is a human rights issue, which carries
extremely high financial, legislative and ethical risks. Irre-
spective of how the issue gets politicised by political factions in
the US and China, forced labour is a violation of internation-
al human rights and fundamental labour rights conventions.
The Chinese government’s forced labour programmes must
be viewed as a method of systematic state oppression of the
Uyghur people. They are part of broader efforts by the Chi-
nese government to repress and eliminate Uyghur culture, as

recognised by UN experts (see Section 3.1 What is happen-

ing in the Uyghur Region?). On this basis, the global Uyghur

community, many of whom have friends and family members
among the detainees or who are otherwise missing, call for

full disengagement from the Region by all corporate actors.

Depending on who they are talking to, investors may also
want to focus on the legislative risks (for example, seizure of
imports at US borders) posed by Uyghur forced labour, when

faced with this argument.
“MOVING SUPPLY CHAINS TAKES TIME.”

Solar companies put on notice for exposure to Uyghur forced

labour by the “In Broad Daylight” report released in 2020

have had three years to exit the Uyghur Region. While many
solar companies claimed that the timeframe proposed by ad-

vocates was unrealistic, the industry’s response to the UFLPA
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https://www.wsj.com/articles/auditors-say-they-no-longer-will-inspect-labor-conditions-at-xinjiang-factories-11600697706
https://www.wsj.com/articles/auditors-say-they-no-longer-will-inspect-labor-conditions-at-xinjiang-factories-11600697706
https://www.theoutlawocean.com/investigations/china-the-superpower-of-seafood/the-uyghurs-forced-to-process-the-worlds-fish/
https://www.business-humanrights.org/en/latest-news/commentary-social-audit-reforms-and-the-labor-rights-ruse/
https://www.wsj.com/articles/auditors-say-they-no-longer-will-inspect-labor-conditions-at-xinjiang-factories-11600697706
https://sourcingjournal.com/topics/labor/xinjiang-china-forced-labor-uyghur-audits-wrap-bureau-veritas-cotton-233093/
https://www.codastory.com/waronscience/uyghur-genocide-solar-energy/
https://www.shu.ac.uk/helena-kennedy-centre-international-justice/research-and-projects/all-projects/in-broad-daylight

proved that expedited supply chain diversification is indeed
possible. SHU’s Over-Exposed report found that many com-
panies have bifurcated their supply chains and a few have
even managed to stop sourcing from the Uyghur Region en-
tirely (NB: many of these companies have failed to provide
verified evidence of this). It is critical to note that, while bi-
furcation does demonstrate the impact of the UFLPA and the
speed with which companies can respond, it does not neces-

sarily demonstrate substantive progress (see also Section 5 on

the problem of bifurcation).

It is important to remember that international green tech-
nology supply chains have only been so deeply entrenched
in the Uyghur Region for around a decade. Through sus-
tained efforts to exit the Region and diversify supply chains,
financial and political actors can ensure these are not in-

tractable connections.

“OUR COMPANY/SUPPLIER HAS BEEN VERIFIED BY
AN INDUSTRY-LED INITIATIVE”

Recent industry-led initiatives promote protocols, codes of
conduct and assurance/certification schemes for the responsi-
ble and sustainable production of green technology. However,
thus far these schemes have avoided acknowledging the crisis

in the Uyghur Region. Notable examples include:

« The USA’s Supply Chain Traceability Protocol, which

fails to mention Uyghur forced labour, let alone codify

any action to mitigate the sector’s exposure, despite the
industry body’s purported opposition to Uyghur forced
labour. The lack of specificity on Uyghur forced labour
in the protocol means it cannot effectively shape good
practice in the industry. In fact, following the passage
of the UFLPA, the Solar Energy Industries Association
(SEIA) CEO released a statement criticising the legisla-
tion for “hindering” the solar industry with “unneces-
sary supply bottlenecks and trade restrictions”, disre-
garding the importance of building sustainable supply
chains and reinforcing the silo between human rights

and climate impacts.

+ Solar Power Europe and Solar Energy UK’s joint Solar

Steward Initiative Standard, which is designed to “en-

hance end-to-end transparency, sustainability, and ESG
performance across the solar supply chain”, but similarly
fails to address the industry’s exposure to Uyghur forced
labour. The Initiative focuses on audits and traceabil-
ity but does not explain how its approach will tackle
the crisis of Uyghur forced labour in the solar industry.
Given the specific challenges of tackling Uyghur forced

labour—due to the impossibility of conducting due dili-
gence on the ground—this lack of clarity is concerning
and calls into question whether the initiative is robust

enough to address Uyghur forced labour.

+ There has been scant response from leading EV indus-
try bodies on the industry’s exposure to Uyghur forced
labour. This silence indicates an industry-wide reluc-
tance to take accountability for the sector’s role in hu-
man rights abuses and failure to codify action on Uyghur

forced labour.

None of these initiatives are able to conduct audits in the Uy-
ghur Region, ensure full supply chain traceability or credibly
certify compliance with human rights standards while oper-
ating in the Uyghur Region, where due diligence is treated as
‘espionage’. Further, they do not promote or take credible steps

to identify Uyghur forced labour outside the Region.

Investors should approach these emerging industry standards
with a degree of caution. They should conduct their own due
diligence on each bodies’ position, and consult with experts—
in particular Uyghur rights’ representatives—on their align-
ment with the industry’s proposed standards. They should
likewise be wary of allowing certifications to influence in-

vestment decisions.

7.3 Practical tips for improving
engagement with green
technology companies

Listed below are suggestions from investors we spoke to on
how to conduct effective engagement with companies on hu-
man rights violations in the Uyghur Region based on their

own experiences.
When engaging with Chinese companies:

+ Approach conversations from a business rather than a
political, ethical or moral standpoint, focusing on mate-

rial financial risks and client/customer interests.

+ Consider having an investor staff member based outside
of China lead engagement efforts to avoid regulatory and

other challenges, even if you have local staff in China.

+ Ask companies to bring staff members to discussions
who understand and lead on supply chain and sourcing

audit issues.
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https://www.shu.ac.uk/helena-kennedy-centre-international-justice/research-and-projects/all-projects/over-exposed
https://www.seia.org/sites/default/files/2021-04/SEIA-Supply-Chain-Traceability-Protocol-v1.0-April2021.pdf
https://www.seia.org/sites/default/files/Solar%20Industry%20Forced%20Labor%20Prevention%20Pledge%20Signatories.pdf
https://www.seia.org/news/trade-and-supply-chain-barriers-delay-impact-historic-clean-energy-law
https://www.solarstewardshipinitiative.org.cobalt.tdi-digital.com/app/uploads/2023/10/SSI-ESG-Standard_October2023.pdf
https://www.solarstewardshipinitiative.org.cobalt.tdi-digital.com/app/uploads/2023/10/SSI-ESG-Standard_October2023.pdf

When engaging with non-Chinese companies:

+ Approach companies with documented facts on both
the forced labour risk and the financial cost of continued
business with the Uyghur Region, including legal, repu-

tational, financial, and auditing/due diligence risks.

+ Depoliticise the issue: engagement on sourcing from
the Uyghur Region should address both the financial
and reputational risks that could impact customer/client
demand. Encourage direct supplier relationships to im-
prove monitoring and increase leverage, as well as verti-

cal integration along the supply chain.

+ Emphasise that there are also environmental concerns
relevant to the Uyghur Region, such as the use of coal, as

described above.

+ Consider inviting a survivor of the abuses in the Uyghur
Region (or a legitimate representative organisation) to
speak at a dialogue session to motivate the leadership

team to act.

7.4 Monitoring and escalating
engagement

As outlined in the decision tree, investors should urge compa-
nies to meet time-bound commitments to shift their sourcing
out of the Uyghur Region. In this guidance, we call for imme-
diate or expedited timeframes, which vary depending on the

nature of the company’s involvement in Uyghur forced labour.

Once appropriate requirements have been set out, investors
must closely monitor a company’s operations to ensure these

requirements are being met. They should:

+ Increase their engagement frequency and how often

companies are asked to provide progress updates;

+ If there are non-conformance concerns, immediately
discuss with the company how it plans to address them,

without compromising the agreed timeline;

+ Initiate a discussion on what remedial actions the com-
pany will take, noting that direct remediation is impos-
sible in the case of Uyghur forced labour. Investors can
connect companies with Uyghur human rights groups
and civil society to further the discussion on remedia-

tion. See Section 5.

If companies do not meet investors’ requirements within the
agreed timeframe, or fail to respond adequately to sustained
engagement, investors should consider escalation, including
increasing their leverage and divesting. Escalation can take
the form of public statements (individually or collectively with
other investors and rightsholders), filing shareholder resolu-
tions, voting to convey a lack of confidence in the board or in
management’s actions and, crucially, divestment. As outlined
by the OHCHR, all threats of divestment should be credible.

If companies do not respond to investor outreach for
engagement or if dialogue has proven to be ineffec-
tive, investors can escalate the engagement by filing a
shareholder proposal to be discussed and voted on at
the company’s annual general meeting (AGM) (where
this option is available under securities regulations).
Since 2021, a number of shareholder proposals have
been filed on Uyghur human rights and forced labour
risks. Some of these proposals have been withdrawn
following the agreement of concrete next steps to ad-

dress these risks, while others have gone to a vote.

To illustrate, over a third of Apple’s investors voted
in favour of a 2022 shareholder proposal on forced la-
bour filed by Eko (formerly SumOfUs). It asked the
board to report on the extent to which Apple’s poli-
cies and procedures effectively protect workers in its
supply chain from forced labour. It also required Ap-
ple to identify suppliers and sub-suppliers that are at
significant risk of forced labour violations. This move
followed media reports alleging that at least nine
companies in Apple’s supply chain participate in Uy-
ghur forced labour programmes, despite Apple’s own
code of conduct listing forced labour as a violation of

its core policies.
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Addressing and ending state-imposed forced labour in green technology industries requires sustained

action and collaboration between diverse stakeholders to implement collective and complementary

strategies. In addition to their individual engagement efforts, as critical financial and market actors,

investors must bring their voice and leverage to joint initiatives. They must work to increase their

leverage and devise different types of leverage. They must support collaborative efforts to eradicate

forced labour and to develop an enabling environment for people to be able to enjoy decent work. In

this environment there must be freedom of association, assembly, and expression, and responsible

business conduct.

8.1 Collective investor
engagement

An investor group can represent the shared expectations
and concerns of a significant group of owners of companies
in the solar and EV sectors. Engaging companies collectively

through such a group is an effective way to increase leverage.

+ Collective investor efforts should intentionally bring to-
gether the expertise of both the environmental and so-
cial investor stewardship teams to address intersectional

risks associated with the transition to a green economy.

+ Investors can join ongoing collective investor engage-
ment efforts specifically focused on Uyghur forced la-
bour, such as those coordinated by the Investor Alliance
for Human Rights across multiple sectors, including the

solar and automotive EV sectors.

+ Other collective engagement initiatives addressing hu-

man rights risks in the green technology sector include:

« PRI’s Advance Initiative

« Climate Action 100+

« Investor Environmental Health Network

Collective investor efforts allow participating investors to
pool, share and optimise their internal expertise, research and
due diligence findings, helping to ensure they are informed
and strategic when engaging with solar and EV companies.
With shared resources and strength in numbers, investors are
also able to engage with a wider set of companies than they
would otherwise have been able to using only their own re-
sources. Collective leverage also increases investors’ access to

people with specialised expertise, such as a deep understand-

ing of solar or EV supply chains, robust human rights and en-
vironmental impact analysis, local language skills or a pres-

ence in a particular country.

The Bangladesh Investor Initiative provides a case study of

the impact of collective investor engagement. This coalition
of 250 institutional investors, representing over $4.5 tril-
lion in assets under management, successfully coordinated a
strong corporate response to the Rana Plaza disaster, includ-

ing participation in the Accord on Fire and Building Safety

in Bangladesh.

8.2 Collaborative action with
other stakeholders

A core expectation of the UNGPs is for investors to engage
impacted stakeholders as part of their ongoing human rights
and environmental due diligence. In this case, investors must
ensure action on Uyghur forced labour is informed by the
lived experiences of those directly affected and by experts and
researchers working with the impacted community. Rooting
investor engagement in the lived experiences of affected stake-

holders increases the strength and legitimacy of issues raised

during dialogue.

PARTNERING WITH CIVIL SOCIETY ALLIES

Civil society organisations are at the forefront of tackling hu-

man rights issues. The Coalition to End Forced Labour in the

Uyghur Region, for example, consists of civil society organisa-
tions, Uyghur human rights groups and trade unions, and has
been endorsed by over 50 investors. By engaging with the Co-
alition and/or its members, investors can deepen their under-
standing of the crisis and gain direct access to impacted com-

munities and other sources that will inform their investment
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https://www.unpri.org/investment-tools/stewardship/advance
https://www.climateaction100.org/
https://iehn.org/
https://www.iccr.org/tenth-anniversary-rana-plaza-tragedy-investors-call-companies-prioritize-worker-safety-global/
https://bangladeshaccord.org/
https://bangladeshaccord.org/
https://modernslaverypec.org/latest/lived-experience-more-effective
https://enduyghurforcedlabour.org/
https://enduyghurforcedlabour.org/

and engagement strategies. This includes updated information
on UFLPA enforcement efforts, ESG engagement with the au-
tomotive sector, advocacy on global standards and regulatory
moves to eradicate Uyghur forced labour and other forms of

state-imposed forced labour from supply chains.

COLLABORATION WITH HUMAN RIGHTS BENCHMARK
PROVIDERS, RESEARCHERS AND ACADEMICS

Investors want their investment activities and decision mak-
ing to be supported by credible published data and research.
Having research and comparative data relevant to the issue
and/or the portfolio company enables meaningful engagement
and impactful outcomes. Input from researchers and academ-
ics has played a critical role in exposing companies’ links to

Uyghur forced labour and driving policy change.
ENGAGEMENT WITH ESG DATA PROVIDERS

ESG data has become an increasingly important way for inves-
tors to make responsible investment decisions. They use it to
select their portfolio holdings and to assess how well compa-
nies perform on ESG risks. However, as discussed above, ESG
ratings criteria and similar frameworks are far from uniform

and fail to align with human rights standards.

As data providers' clients, investors must individually and
collectively apply leverage to require data providers to revise
their approaches. Data providers should be urged to incorpo-
rate comprehensive and robust indicators and methodologies
based on international human rights and environmental laws,
standards and frameworks, including those already developed
and used by human rights and environmental benchmark pro-
viders (see previous bullet point). Investors should also require
ESG data providers to report on human rights controversies
affecting companies. This reporting must include controver-
sies identified in credible academic and human rights research
and reports, not just those identified in high-profile media. Any

findings must be factored into their data analysis and scoring.
ENGAGEMENT WITH STANDARDS BODIES

Various stakeholders, including companies and national gov-

ernments, are working to establish [SO standards for lithium

extraction. Investors should call for these standards to include
social as well as environmental provisions, specifically ac-

counting for forced labour risks.

ENGAGEMENT WITH INDUSTRY BODIES

Particularly in the case of state-imposed forced labour, where
rights abuses implicate whole industries or sectors, an indus-
try-wide response is required. Moreover, when dealing with

China’s economic market power, companies acting alone, in

the absence of a collective industry response, become easy tar-

gets for retaliation.

Investors can collectively engage with solar and EV industry
bodies to inform them of the investment community’s con-
cerns, call for improvements and clarify their expectations
as owners of companies within the industry. Alternatively,
investors could explore the possibility of joining an industry
body to gain insights into current developments and directly
address corporations and other associate members on their ex-

pectations as investors.

Equally, investors should encourage industry bodies to engage
directly and credibly with representatives of the affected Uy-
ghur community. They should encourage industry bodies to

work towards mature industrial relations in these sectors, by

engaging with global trade union federations. Although free-
dom of association and collective bargaining are currently
impossible in the Uyghur Region, any discussions on potential
alternatives, or sourcing from elsewhere in China, should be
rooted in respect for fundamental labour rights through such

engagement with trade unions.
ENGAGEMENT WITH STOCK MARKET STAKEHOLDERS

Investors should consider how to engage with or participate in
engagement with stock exchanges to incorporate fundamental
human rights standards, such as compliance with the core ILO
conventions, as a listing requirement. Likewise for stock mar-

ket index trackers and their index criteria.

The Sustainable Stock Exchanges or SSE initiative provides
a global platform for exploring how exchanges can enhance
performance on ESG issues and encourage sustainable invest-
ment. It encourages collaboration with investors, companies
(issuers), regulators, policy makers and relevant international
organisations. Investors and other financial actors—such as
investment banks and underwriters—can collectively engage
with the SSE to advocate for mandatory listing requirements
that would exclude companies complicit in abuses in the Uy-
ghur Region from being listed and gaining access to public
monies. Similarly, investors, together with other relevant fi-
nancial actors, should engage with stock market indexes, such
as S&P, Russell etc., to establish ESG-based criteria for inclu-

sion in indexes.

28elaA8] 9A13091100 PUB UOIFRIOQE]0D 8

6

oL

ADYINT 379VMINIY NI SLHOIY DNILOIdSIY

)
5]


https://www.iso.org/committee/8031128.html
https://www.iso.org/committee/8031128.html
https://www.nytimes.com/2021/04/06/business/xinjiang-china-cotton-brands.html
https://www.ituc-csi.org/IMG/pdf/12-11-22_ituc-industriall-ccc-uni_paper_on_due_diligence_and_foa.pdf

ENGAGEMENT WITH POLICY MAKERS
Supporting public policy that tackles systemic risks to human
rights, as in the case of state-imposed forced labour, is a critical

form of leverage.

In 2023, for example, 88 global institutional investors repre-

senting over US$2.44 trillion in assets expressed their support
for the European Commission’s legislative proposal on prohib-
iting products made with forced labour from entering the EU.
Investors have also engaged directly with Members of the Eu-
ropean Parliament on this proposal, including to ensure that

any legislation covers systematic state-sponsored forced labour.
Investors can also advocate with governments on:

+ The integration of social impacts into environmental
and taxonomy regulations. For example, the Interfaith
Center on Corporate Responsibility (a coalition of over
300 institutional investors) made a submission to the
US Securities & Exchange Commission relating to En-
hanced Climate Related Disclosures to advocate for the
inclusion of disclosures related to workers’ rights and

other human rights considerations.

+ Thecreation of decent and qualityjobs in accordance with
nationally defined development priorities, as required by

the Paris Agreement’s just transition imperative.

« The need for government support to incentivise the
scaling up of ethical and sustainable alternative sources

of inputs for green technology supply chains.

On this last point, market shifts in critical mineral supply
chains are accelerating as countries continue to set net zero
goals and look to reduce energy security risks by diversifying
imports and reducing reliance on a single country/market for
their energy supply. Many governments have published, or
are consulting on, strategies relating to critical minerals. The
development of these strategies presents a clear opportunity
to engage with governments to call for internationally coor-
dinated public policies that support solar and lithium-ion bat-
tery supply chain diversification, rooted in respect for labour
rights, human rights and environmental standards. See the

next section on alternatives.

See our policy brief for recommendations for governments.
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https://investorsforhumanrights.org/news/global-investors-welcome-eus-proposed-forced-labor-ban-while-urging-modifications-strengthen
https://www.iccr.org/wp-content/uploads/2022/06/iccr_comment_-_sec_proposed_climate_disclosure_rule_6-17-22.pdf
https://www.antislavery.org/reports/uyghur-forced-labour-green-technology

9. Alternatives

“It would be helpful if there was information on alternatives or different approaches to tackling this

challenge, because sometimes the issue is so difficult that people look the other way. Anything that can

point towards an alternative is useful.”

During the consultations, several investors shared that they do not feel they can invest in alternatives

to Uyghur-Region solar and lithium-ion battery manufacturing or processing operations, until such

alternatives offer a reliable return on investment. However, others expressed that investors need to

better understand how supply chains can shift and are shifting. They would then be better equipped to

promote diversification and challenge the wholesale acceptance of exposure to forced labour.

Understanding the potential for ethical and sustainable alternatives that uphold the standards of

decent work will support investors’ internal engagement and break down the fatalistic belief that

Uyghur Region investments—reliant on egregious human rights abuses—are the sole choice for the

future of the planet. It will also support external engagement with companies on their sourcing

decisions, particularly when it comes to companies at later stages of the supply chain, such as

automobile manufacturers and solar module installers.

9.1 New frontiers for green
tech investment

The Uyghur Region’s dominance of solar supply chain man-
ufacturing has undercut pricing, preventing competitive al-
ternative technologies and industrial hubs from emerging.
However, a growing awareness of the industry’s implication
in human rights violations among corporations and govern-
ments could drive solar market diversification. The success
of diversification efforts rests on significant and coordinated

investment from both governments and financial institutions.

Diversified investment is also crucial to the future of the EV
industry. The Uyghur Region does not currently dominate
the mining or processing of lithium, nickel or other inputs re-
quired for EV production. However, the industry is changing
rapidly, due to deliberate action by the Chinese government to
consolidate such production in the Region. Investors have an
opportunity to prevent the mistakes of the past (and the solar
industry). They can forge a new path to a just transition by in-
vesting in EV companies committed to supply chains that put
providing decent work and upholding environmental stan-

dards at their core.

According to the IEA, the development of less energy-in-
tensive technologies and an uptick in renewable energy use
within manufacturing in the solar industry could also offer
prime opportunities for “the sector to further decrease its

carbon footprint”.

I ALTERNATIVE INVESTMENT STRATEGIES:

While the majority of investment capital is held in pub-
lic markets, the climate crisis and the urgent need for green
energy solutions should motivate investors to invest in
companies looking at new ways to advance the green ener-
gy transition. This could entail directing investment capital
into start-ups through venture capital and/or private equity
related to new green energy technologies. It could include
energy infrastructure and real estate investments, as well as
commodities. Although such alternative investments might
initially deliver less stable financial returns, investors should
focus on sustained long-term returns. To this end, they could
invest in funds targeting the development of alternative solu-
tions. Investors should continually reassess such alternatives
to ensure they continue to support sustainable, equitable and
resilient future energy solutions. Examples of alternatives are

provided below.
I ALTERNATIVE TECHNOLOGIES

Though the Uyghur Region remains the dominant supplier for
polysilicon and metallurgical-grade silicon, some solar module
technologies do not rely on polysilicon at all. Companies that

use cadmium telluride thin-film PV technology (which also,

coincidentally have lower life-cycle carbon emissions) are not

exposed to the Uyghur Region.

oL

ADYINT 379VMINIY NI SLHOIY DNILOIdSIY

)

7


https://www.shu.ac.uk/helena-kennedy-centre-international-justice/research-and-projects/all-projects/driving-force
https://www.shu.ac.uk/helena-kennedy-centre-international-justice/research-and-projects/all-projects/driving-force
https://iea.blob.core.windows.net/assets/d2ee601d-6b1a-4cd2-a0e8-db02dc64332c/SpecialReportonSolarPVGlobalSupplyChains.pdf
https://iea.blob.core.windows.net/assets/4eedd256-b3db-4bc6-b5aa-2711ddfc1f90/SpecialReportonSolarPVGlobalSupplyChains.pdf

I EMERGING TECHNOLOGIES

Research has also looked at innovative technologies that could
shift the solar market. These technologies include perovskites,

fluidised bed reactors and upgraded metallurgical-grade sili-

con, epitaxial wafer production, a process that eliminates some

stages of module production, and the potential for metallur-
gical-grade silicon and polysilicon producers that currently
serve the semiconductor chip industry to expand to the solar
sector. Views differ on the potential of these alternatives.”
The commercial viability of perovskites, for example, remains
to be proven; however, analysts have claimed that, with great-
er research and development support, the UK’s leading role
in perovskite solar cell technology has potential to grow this

technology as an alternative.

In the EV sector, several emerging alternative technologies are
challenging the dominance of lithium-ion batteries, including
sodium-ion batteries and solid-state batteries. Investors and
companies should investigate whether such alternatives will
also be reliant on the Uyghur Region, and how they perform
on broader labour, human rights and environmental stan-

dards, carbon emissions, price, efficacy and safety.
I ALTERNATIVE GEOGRAPHIES

New large-scale solar production projects in northwest and

southeast USA, Norway, and Malaysia (Borneo) are co-sited

with clean electricity. Projects in Malaysia and India by South
Korean and Indian companies, respectively, plan to expand

polysilicon production."

Investing in mining, processing
and manufacturing projects globally helps to diversify sup-
ply chains. Furthermore, in the solar industry, diversification
could offer opportunities to reduce the carbon emissions of
manufacturing. The IEA has estimated that roughly 30 coun-

tries offer competitive industrial electricity prices for new

polysilicon and wafer production, while also offering low
manufacturing emissions intensities. (NB: some of these coun-

tries use nuclear power in their energy mix)."?

On the EV side, many companies based outside China are devel-
oping their own advanced lithium-ion battery technology to chal-
lenge specific Chinese companies’ monopolies over the industry.
While battery makers across the globe are catching up with the
Chinese manufacturers in terms of technology, experts predict

they will not be able to compete on price in the near future.
I ALTERNATIVE CULTURE

An exponential rise in demand for lithium-ion batteries is
anticipated to pose a huge risk of harm for the communities
where their component minerals lithium and nickel are ex-
tracted (often for export to the Uyghur Region). Increasing
demand is also expected to generate huge amounts of waste.
Although EVs will undoubtedly play a role in reducing glob-
al fossil fuel emissions, human rights and environmental or-
ganisations have stated that efforts should focus on shifting
away from individual cars, scaling up sustainable travel and
improving planning for public transport. Investors can sup-
port this transition through political advocacy and alternative

investment strategies.

It is beyond the scope of this guidance to analyse the potential
alternatives presented above or to endorse any specific alter-
native company, technology or sourcing location for materials.
Nonetheless, investors can and should engage with industry
and market experts in both industries to understand the grow-
ing market of potential alternative manufacturing and tech-
nology options and to consider such alternative investment
opportunities. Investors should press investee companies to
do the same, i.e. explore manufacturing and technology alter-

natives that eliminate their reliance on Uyghur forced labour.

10. Researchers acknowledge that there are currently challenges with these options — fluidized bed reactors produce lower quality silicon and investment costs

are higher, and quality challenges remain with upgraded metallurgical-grade silicon.

11. Note that the IEA states that “India’s solar PV ambitions for both demand and supply, supported by concrete policies, are critical for solar PV supply chain
diversification and resiliency. In the short term, however, manufacturing the entire solar PV supply chain in India would be almost 15% more emissions-inten-
sive than in China. Therefore, a compromise between total or partial self-sufficiency and lower emissions will need to be reached while high-emissions-inten-

sity countries work towards decarbonising their domestic power generation”, see here.

12. The IEA includes hydropower and gas, both of which have a carbon footprint, among alternatives that could reduce the carbon emissions of manufactur-

ing at this stage and at least one of the 30 countries uses nuclear power in its energy mix. The IEA states that: “The greatest number is in sub-Saharan Africa

and Eurasia, where several countries have low-carbon shares exceeding 60% thanks to relatively high hydropower use. Hydropower could be key to lower
emissions from wafer and polysilicon manufacturing because it offers affordable, carbon-free electricity to manufacture these products competitively. (...)
Within China, however, hydropower also makes Qinghai and Yunnan provinces economically attractive sites with low-carbon intensities. (...) In Eurasia,
hydropower offers clean, affordable electricity (...). A number of countries in the Middle East and North Africa, where gas makes up a large share of electricity
production, also have affordable electricity tariffs for polysilicon and wafer production diversification.” However, consideration must also be given to ensure
that shifting polysilicon production to these countries would not overburden their energy infrastructure or encourage hydropower growth at the expense of
displacing local populations and degrading water sources. It is critical that production of green technology inputs proceeds not only without forced labour, but
also with free, prior, and informed consent (FPIC) from the communities their operations may impact. Please note that Ethiopia (included in the sub-Saharan
Africa group of countries mentioned above) also has nuclear in its energy mix.
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https://www.chemistryworld.com/features/the-sun-rises-on-perovskites/4017419.article
https://pv-magazine-usa.com/2023/09/06/qcells-to-enter-into-3-billion-supply-agreement-for-u-s-made-polysilicon/
https://www.researchgate.net/publication/265694295_Solar_grade_silicon_Technology_status_and_industrial_trends
https://www.researchgate.net/publication/265694295_Solar_grade_silicon_Technology_status_and_industrial_trends
https://www.pv-magazine.com/2023/05/31/nexwafe-secures-funding-to-build-wafer-factory-in-germany-announces-new-factory-in-saudi-arabia/
https://www.mlive.com/news/saginaw-bay-city/2022/10/hemlock-semiconductor-breaks-ground-on-375-million-expansion-project-in-saginaw-county.html
https://static1.squarespace.com/static/61d5a7bdbb804663a82e154a/t/655645fc55beb52b5accf725/1700152830807/CSRI_FNF_Solar_UK.pdf%22
https://static1.squarespace.com/static/61d5a7bdbb804663a82e154a/t/655645fc55beb52b5accf725/1700152830807/CSRI_FNF_Solar_UK.pdf%22
https://static1.squarespace.com/static/61d5a7bdbb804663a82e154a/t/655645fc55beb52b5accf725/1700152830807/CSRI_FNF_Solar_UK.pdf%22
https://recsilicon.com/wp-content/uploads/2023/09/Fully-Executed-Hanwha-FBR-Supply-Agreement-Section-3-19-Announcement-final.pdf
https://www.globenewswire.com/en/news-release/2022/08/22/2501854/0/en/REC-Silicon-REC-Silicon-and-Mississippi-Silicon-Announce-MOU-for-Solar-Supply-Chain-Expansion.html
https://www.wacker.com/cms/en-us/about-wacker/press-and-media/press/press-releases/2022/detail-171648.html
https://www.bernreuter.com/newsroom/polysilicon-news/article/oci-firms-up-42-500-ton-polysilicon-capacity-expansion-by-2027/
https://www.bernreuter.com/newsroom/polysilicon-news/article/oci-firms-up-42-500-ton-polysilicon-capacity-expansion-by-2027/
https://economictimes.indiatimes.com/industry/renewables/has-the-sun-finally-started-shining-on-indias-solar-industry/articleshow/103686223.cms
https://iea.blob.core.windows.net/assets/d2ee601d-6b1a-4cd2-a0e8-db02dc64332c/SpecialReportonSolarPVGlobalSupplyChains.pdf
https://iea.blob.core.windows.net/assets/d2ee601d-6b1a-4cd2-a0e8-db02dc64332c/SpecialReportonSolarPVGlobalSupplyChains.pdf
https://www.pv-magazine-australia.com/2022/12/20/adani-moves-forward-with-30000-mt-polysilicon-project-in-india/
https://iea.blob.core.windows.net/assets/d2ee601d-6b1a-4cd2-a0e8-db02dc64332c/SpecialReportonSolarPVGlobalSupplyChains.pdf
https://www.somo.nl/electric-vehicles-are-a-good-thing-but-not-if-everybody-owns-one/
https://www.somo.nl/electric-vehicles-are-a-good-thing-but-not-if-everybody-owns-one/

These efforts must focus on alternatives with strong labour
rights, human rights and environmental standards, and low-
er carbon emissions than current production methods. To
achieve these goals, investors must ensure that the develop-
ment of alternative supply chains is rooted in ‘tripartite plus’
social dialogue, which includes trade unions, governments
and employers. In addition, any alternatives developed should
protect and respect the rights and interests of other relevant
stakeholders, such as the right to free, prior and informed con-

sent of indigenous peoples.

Breakthrough Institute Paper on alternatives
IndustriALLs just transition work

International Trade Union Confederation

(ITUC) just transition work

Just energy transition hub from the Business
and Human Rights Resource Centre, primarily
focused on the rights of indigenous peoples and

human and land rights defenders.

The University of Nottingham Rights Lab, The
Energy of Freedom
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https://www.ituc-csi.org/IMG/pdf/tudcn_issue_paper_-_social_dialogue_development_en.pdf
https://www.business-humanrights.org/en/big-issues/natural-resources/shared-prosperity-and-indigenous-leadership-hub/
https://thebreakthrough.org/issues/energy/sins-of-a-solar-empire
https://www.industriall-union.org/what-we-do/just-transition
https://www.ituc-csi.org/cepow-frontline
https://www.business-humanrights.org/en/big-issues/natural-resources/shared-prosperity-and-indigenous-leadership-hub/
https://www.nottingham.ac.uk/research/beacons-of-excellence/rights-lab/resources/reports-and-briefings/2022/march/the-energy-of-freedom-full-report.pdf
https://www.nottingham.ac.uk/research/beacons-of-excellence/rights-lab/resources/reports-and-briefings/2022/march/the-energy-of-freedom-full-report.pdf

10. Conclusion

Tackling the green technology industry’s exposure to Uyghur

forced labour is an essential step towards building a more eq-
uitable world, that protects both the planet and the rights of
all its inhabitants. As stewards of economic activity, investors
have a key role to play in redirecting resources into low-car-
bon investments that promote shared prosperity, inclusive de-

velopment and long-term sustainability.

The approach laid out in this resource should help investors to
operationalise international business and human rights stan-
dards throughout their investment decision making processes,
primarily through forensic due diligence and principled risk
management. While the application of this model will require
a certain degree of creative energy and collective action from
the investor community, it also presents the sector with a
host of opportunities to demonstrate leadership on two of the

world’s most pressing crises.

Investors have an opportunity to address and pre-empt future
disruption to the green technology industry, resulting from
regulatory challenges, litigation or operational risks. In doing
so, not only will they protect Uyghur people from state-im-
posed forced labour, but they will also shore up the reliability of
their returns. If operationalised effectively, this approach could
drive the decarbonisation of renewable manufacturing, the re-
silience of energy supply chains and the sustainable develop-

ment of some of the world’s most rapidly expanding industries.

Bold leadership from the financial sector will be essential to
building a better green economy; one that is guided by princi-
ples of inclusivity, sustainability and respect for human rights

across the globe.
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