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About Transparentem  
Transparentem transforms industries by allying with workers and communities to uncover abuses 
in global supply chains and drive labor and environmental justice. We envision a sustainable 
world that is just and equitable for all workers and their communities. A catalyst for systemic 
change, Transparentem spurs companies to play a critical role in remediating abuses at the 
worksites where they source their products. Through in-depth investigations, strategic 
engagement with companies, and policy advocacy, we strive to drive change across entire 
industries. 

We choose our areas of focus for the greatest impact, investigating endemic abuses—including 
child labor, forced labor, and gross environmental degradation—that affect the health and 
welfare of thousands of workers and their communities. Ultimately, through collective action and 
collaboration, we strive to fundamentally transform industry practices and bring real, tangible 
justice to some of the world’s most vulnerable populations. 

We are philanthropically funded by foundations and individuals and are tax exempt in the 
United States under Section 501(c)(3) of the Internal Revenue Code. 
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Introduction 
Unethical labor recruitment is a key driver of forced labor — an extreme human rights abuse 
and a serious material risk for investment firms. This report summarizes policies and practices of 
a select set of investment firms related to recruitment risks of migrant workers. Its purpose is 
twofold: to share the current range of existing investor policies and practices on recruitment risks, 
and to promote stronger measures that support the ethical recruitment of workers. 
Transparentem examined these policies through the lens of the Malaysian electronics sector — a 
high-risk industry for migrant worker exploitation — and selected a diverse group of firms with 
significant exposure to these risks.  

To ground this analysis, it is important to understand how unethical recruitment practices 
translate into forced labor. When workers, particularly migrant workers, are deceived during 
recruitment about the terms of conditions of their jobs, or must pay fees to secure work, this can 
lead to forced labor (sometimes described by investors as “modern slavery”). Payment of such 
recruitment fees can plunge migrant workers into debt, including when coupled with deception 
about take-home pay. Deception and debt bondage are two indicators of forced labor identified 
by the International Labour Organization (ILO).1   

Transparentem has documented testimony from workers around the world who have endured 
such practices. One worker at a Malaysian factory, deceived about the terms of their 
employment during recruitment, said: “We all were stunned, realizing that we were being 
cheated by the agent in our home country.”2 Another, speaking about recruitment fees that have 
left them in debt bondage, said: “We cannot just leave. We have to think about the huge amount 
of money we paid to come here ... We are kept here as hostages.”3   

Charging workers fees to secure work is not just unethical; in some countries, it is illegal.4 When 
worker-borne fees lead to forced labor, companies that attempt to sell tainted products can face 
significant regulatory action, including civil and criminal enforcement actions. Such legal risks 
can also lead to financial and reputational consequences.  

Investors play a critical role in ensuring that their portfolio companies, and the companies within 
those firms’ supply chains and value chains, recruit workers ethically. International business and 
human rights norms are clear: employers must bear the cost of recruitment. Workers must not 
pay to secure their jobs; if they do, those fees must be reimbursed. Fee reimbursement is 
recognized as best practice by the UN Global Compact and Verité, the Institute for Human 
Rights and Business, and the Interfaith Center on Corporate Responsibility, among others.5   

Transparentem urges all investment firms to establish a comprehensive policy on the ethical 
recruitment of migrant workers. Such a policy must require portfolio companies – through their 
operations and for companies within their supply and value chains – to adhere to the following 
standards:  

1. Pay all recruitment fees and related costs.      
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2. Repay workers immediately if they paid recruitment fees and related costs. 
3. Prohibit the retention of identification documents and guarantee freedom of movement.  
4. Provide workers with contracts written in languages that they understand well before 

leaving their country or area of origin. 

Of the 12 investment firms that Transparentem assessed: 

• None has a policy statement that addresses all four of the standards above.  
• Only 1/3 conduct risk assessment practices that include recruitment-related issues, and 6 

firms incorporate unethical labor recruitment into their stewardship policies or described 
engaging with their investees on the issue.  

• Just 2 firms publicly acknowledge the weaknesses of social audits in detecting labor 
abuses.  

• One third of the firms encourage their portfolio companies to use grievance mechanisms 
so that workers can report complaints.  

• Three firms made no reference to forced labor, unethical labor recruitment, or grievance 
mechanisms at all. 

This overall weakness in addressing unethical labor recruitment is concerning. Investors can and 
should elevate the issues of forced labor and unethical labor recruitment in their public policies, 
risk assessments, and stewardship of portfolio companies. Unethical labor recruitment must not 
be treated as a peripheral social issue, but as a core compliance concern and material risk.  

Materiality: why unethical recruitment matters for investors 
Unethical labor recruitment creates material risks for investors across financial and legal risks.  

Financial risk. Worker-borne recruitment fees represent hidden debt for companies that companies 
may be responsible for repaying. As Transparentem’s investigations have shown, businesses have 
reimbursed millions of dollars to workers for such fees.6 If investors fail to ensure their portfolio 
companies eliminate unethical labor recruitment from their operations and their supply and 
value chains, those companies risk incurring unaccounted substantial financial obligations,7 
supply chain disruptions, and drops in share prices8 and revenue9 when abuses are exposed. 
Recent labor rights exposés and regulatory actions have already resulted in such costs to global 
companies.  

Legal risk. Countries around the world have strong regulatory frameworks to tackle forced labor 
and related labor abuses. For instance, in the United States, Section 307 of the Tariff Act10 
prohibits imports made wholly or in part by forced labor, and worker-borne recruitment fees are 
recognized as evidence of potential forced labor. The Uyghur Forced Labor Prevention Act 
(UFLPA)11 further established a rebuttable presumption that all goods mined, produced, or 
manufactured wholly or in part in the Xinjiang Uyghur Autonomous Region or by an entity on 
the UFLPA Entity List are made with forced labor and therefore cannot enter the United States. 
From fiscal years 2023-2025, the U.S. government stopped shipments worth over $3.3 billion 
under both of these laws.12 Under the Tariff Act, it issued three Withhold Release Orders since 
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the beginning of the second Trump Administration in January 2025.13 Canada,14 Mexico,15 and 
the European Union16 also prohibit goods tainted with forced labor from entering their markets, 
while Indonesia, Cambodia, and Malaysia have committed to establishing a similar ban.17 
Government agencies and civil society in the UK, Australia, Japan, and South Korea are 
advocating for similar measures.18  

Many countries are also adopting19 or are considering adopting20 human rights and 
environmental due diligence legislation, including the European Union’s Corporate 
Sustainability Due Diligence Directive.21 In some countries, charging workers recruitment fees is 
illegal. Failure to comply with these laws exposes portfolio companies and their suppliers to 
blocked imports, legal battles, and reputational damage. 

Traditional audits alone are no guarantee of compliance. Audits often fail to detect labor abuses, 
and these failures have resulted in costly lawsuits and reputational harm for global companies. 
Given the mounting evidence of the insufficiency of audits, it is clear that companies and their 
investors should not rely on audits but instead employ proactive policies to safeguard against 
forced labor.   

The critical role of investors, according to international 
standards 
OECD Guidelines: The OECD Guidelines for Multinational Enterprises on Responsible 
Business Conduct, along with the OECD Guidelines for Institutional Investors, state that 
investors must conduct risk-based due diligence to avoid or address adverse impacts linked to 
their investment relationships.22 Investors are expected to use their leverage to influence portfolio 
companies. Even where investors believe they have limited influence, they should use all 
available tools — voting, direct engagement, and collaboration with other investors — to 
improve behavior. Investors should publicly report on how they address risks. 

U.N. Guiding Principles: The U.N. Guiding Principles on Business and Human Rights 
(UNGPs) similarly state that businesses should carry out human rights due diligence to identify, 
prevent, mitigate, and account for how they address adverse human rights impacts — even if 
they have not caused or contributed to those impacts.23 The Office of the High Commissioner 
for Human Rights has confirmed that the UNGPs apply to the financial sector.24 While the size 
of an investor’s share can be a factor in considering how a business meets its responsibilities, it 
has no bearing on whether the UNGPs apply.25 

Forced labor risks among migrant workers 
Forced labor among migrant workers is a significant and well-documented problem. The 
International Labour Organization estimates that in 2022, there were almost 168 million 
migrants in the global labor force.26 According to the latest Global Estimates of Modern Slavery 
report, adult migrant workers are more than three times as likely as adult non-migrant workers to 
be in forced labor.27   
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Migrant workers often must pay recruitment fees and related costs, as defined by the ILO, to 
recruitment agents, particularly but not exclusively in their home countries. Many finance these 
costs by taking loans. The resulting debt can compel workers to endure abusive conditions in the 
destination country, a dynamic identified by the U.S. State Department and the United Nations 
Office on Drugs and Crime (UNODC) as a driver of forced labor.28 

In Malaysia, a key manufacturing hub for electronics, migrants from across Asia often pay 
recruitment fees to secure employment. Transparentem has documented the plight of these 
migrant workers in three investigations since 2016.29 The U.S. Department of Labor included 
four products made in Malaysia, including electronics, in its 2024 List of Goods Produced by 
Forced Labor.30 

Methodology  

To produce this report, Transparentem sought to identify a diverse group of investment firms 
with exposure to unethical labor recruitment risks. We focused on investments connected to 
electronics suppliers in Malaysia because the sector and country are widely recognized as high-
risk. Our goal was to provide an illustrative view of policies and practices across a sample of 
relevant investors. Accordingly, the selection of investment firms covered in this report is not 
comprehensive of all firms exposed to such risks. The report’s recommendations apply to firms 
that have a risk of unethical labor recruitment in their portfolio companies’ operations and their 
supply and value chains. We did not conduct field investigations for this report, and do not claim 
to connect the selected investors’ portfolio companies to actual abuses.  

We used shipment and other publicly available data to identify Malaysian electronics suppliers 
with significant exports that employed foreign migrant workers. These suppliers did not have 
direct investors, so we identified the suppliers’ parent companies, and then investors of those 
parent companies, through publicly available data. To provide a broad view of the range of 
investment firms’ policies and practices, we selected, from among these parent company 
investors, investors from each of several categories: major asset management firms, hedge funds, 
public institutional investors, and members of the Interfaith Center on Corporate Responsibility 
— a well-known coalition of investors committed to socially responsible investment. This group 
of investors includes both active and passive fund managers. When selecting within each investor 
category, we first prioritized those with investments in the highest number of relevant parent 
companies, but in some cases chose an investor with fewer relevant investments to capture 
greater geographic diversity.  

Using this methodology, we could not identify any private equity firms. To expand our lens, we 
looked for Malaysian and other Southeast Asian private equity firms that stated they invested in 
Malaysian manufacturing suppliers, and then, using public data, identified whether those 
suppliers employed migrant labor.  

We then reviewed these investment firms' publicly available policies and practices and requested 
additional information through written questionnaires and phone calls. 

https://www.ilo.org/sites/default/files/wcmsp5/groups/public/@ed_protect/@protrav/@migrant/documents/publication/wcms_703485.pdf
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Findings and 
Recommendations 
This section summarizes how 12 investment firms address unethical labor recruitment in their 
publicly available policies, risk identification processes, and stewardship guidelines. It also 
includes information on firms' use and assessment of social audits and the extent to which they 
encourage portfolio companies to adopt grievance mechanisms. The section then provides 
recommendations for investors whose portfolio companies use migrant labor in their operations, 
supply chains, and value chains. 

Of the 12 investment firms that Transparentem reached out to:  

• Three (Norges Bank Investment Management (NBIM), Praxis Investment 
Managementi (Praxis), and Trillium Asset Management (Trillium)) engaged in a 
discussion and responded to our questionnaire.  

• Two (BlackRock Investment Management (BlackRock) and Teachers 
Retirement System of the State of Kentucky (TRS-Kentucky)) provided brief 
written information.  

• Two (AIGF Advisors (AIGF) and State Street Global Advisors (SSGA)) declined to 
engage.  

• Five (Amundi Asset Management SAS (Amundi), Bridgewater Associates 
(Bridgewater), California Public Employees Retirement System (CalPERS), 
Canada Pension Plan Investment Board (CPP Investments), and Dymon Asia 
Private Equity (Dymon)) did not respond.  

The findings described below are based on a review of publicly available information about all 12 
firms and on additional information provided by six firms in written responses. Therefore, the 
findings do not comprehensively capture all aspects of relevant policies and procedures of all 12 
firms. They do, however, offer insight into the range of approaches taken by the investment 
community, providing a solid basis for the recommendations for investment firms. 

Publicly available policy statement 
No investment firm has a policy statement that specifically addresses the recruitment of migrant 
workers and that encompasses all four elements: 1) requiring employers to pay recruitment fees 
and related costs; 2) requiring repayment of any worker-borne fees; 3) prohibiting the 

 
i Praxis Investment Management is a company of Everence. Transparentem will use “Praxis” in this report.  
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confiscation of identification documents and guaranteeing freedom of movement; and 4) 
requiring that contracts with terms of employment be provided in the worker’s own language. 

Recommendation 

Investment firms should adopt a comprehensive policy statement on the ethical recruitment of 
migrant workers. This policy should require portfolio companies, and companies within their 
supply and value chains, to: 

1. Pay all recruitment fees and related costs. 
2. Immediately reimburse workers if they paid recruitment fees and related costs. 
3. Prohibit the retention of workers’ identification documents and guarantee their 
freedom of movement.  
4. Provide workers with contracts, written in languages that they understand, well before 
leaving their country or area of origin. 

These recommendations are largely aligned with the AAFA/FLA Commitment to Responsible 
Recruitment, a groundbreaking industry effort to address forced labor risks for migrant workers 
in global supply chains. 

Risk assessment 
Risk assessment is the process by which investors identify, analyze, and evaluate potential threats 
to investment returns. This section describes how the selected investment firms assess forced 
labor risks generally, and unethical labor recruitment risks specifically, in their portfolio 
companies’ operations, supply chains, and value chains.  

Three investment firms — Bridgewater,31 NBIM,32 and Trilliumii33— described detailed 
processes to identify forced labor risks. Bridgewater and Trillium did not discuss risk assessments 
specific to unethical labor recruitment. Trillium’s definition of modern slavery includes 
“deceptive recruiting for labour or services,”34 and Bridgewater and Trillium highlight the use of 
migrant workers as an additional risk factor.35 NBIM disclosed that they receive information on 
unethical recruitment, including from their risk screens and from a range of stakeholders, such as 
affected communities and civil society.36  

Praxis37 described less robust processes, such as screening for companies that fail to manage 
supply chain labor standards. It disclosed that it relies on its research partners at MSCI to help 
determine which companies have the highest risks of unethical recruitment.38 

CPP Investments39 also described detailed processes to identify forced labor risks, but 
Transparentem could not identify any processes specific to unethical labor recruitment. Two 
firms, BlackRock40 and SSGA,41 described less robust forced labor risk assessment systems, 
such as screening for crimes, waiting for company disclosures, or engaging with corporate 
leadership. Neither firm reported considering unethical labor recruitment in their risk screening.  

 
ii Perpetual Group is the parent company for Trillium, and some information in this report about Trillium was 
obtained from Perpetual Group sources. 

https://www.aafaglobal.org/AAFA/Solutions_Pages/Commitment_to_Responsible_Recruitment%22
https://www.aafaglobal.org/AAFA/Solutions_Pages/Commitment_to_Responsible_Recruitment%22
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Amundi42 and CalPERS43 have dedicated programs that research environmental, social, and 
governance risks. Both firms identify companies facing forced labor controversies through a 
controversies screen.44 However, Transparentem could not identify whether either firm treats 
unethical labor recruitment as part of these risks.  

No public information was available from AIGF, Dymon, and TRS-Kentucky on whether or 
how they assess forced labor risks.  TRS-Kentucky’s approach is informed by state law, which 
limits the consideration of ESG factors for public entities.45 Kentucky law requires that public 
pension investment decisions be based solely on material financial risks and financial reports, 
while prohibiting consideration of social and other factors deemed not financially material.46 The 
state’s Attorney General issued an opinion that ESG-based investments are inconsistent with the 
law.47       

Recommendation 

Investment firms should systemically identify risks of forced labor and unethical labor 
recruitment both during initial investment decisions and throughout ongoing monitoring of their 
portfolio companies. They should ask portfolio companies to map the labor recruitment chain in 
high-risk areas of their supply and value chains, conduct risk analyses of third-party recruiters, 
and provide documentation showing that employers — not workers — pay all recruitment costs. 

To identify risks of unethical recruitment and forced labor, investment firms can ask 
portfolio companies this set of questions before and throughout the investment 
relationship:           

• Are migrant workers employed in your company’s operations and/or in your company’s 
supply or value chains? 

• What are the steps involved in recruiting those migrant workers, and are recruitment 
agents part of the process? 

• What party pays the recruitment fees and related costs associated with recruiting migrant 
workers?  

o If migrant workers pay: What steps have your company taken to change policies 
to prohibit such fees, repay previously recruited workers, and ensure that newly 
hired workers do not pay? 

o If another entity, like a supplier, pays: What documentation and assurances 
confirm that migrant workers did not bear recruitment costs? (Examples include 
receipts of payment by suppliers and assessments by a local labor union that has 
independent access to the workers.) 

• How does your company determine whether migrant workers in your supply or value 
chains paid recruitment fees or related costs, or were deceived in the recruitment process? 
If no such processes are in place (examples include employee training and effective 
grievance mechanisms), what is the timeline for the development and implementation of 
those processes? 

 



 

 10 

Stewardship policies  
Stewardship is the process by which investors oversee their portfolio companies to protect and 
enhance long-term value. It includes ongoing monitoring of company performance and risk, 
working with management to resolve problems, and exercising voting rights. This section 
provides a general overview of the selected investment firms’ stewardship policies and highlights 
voting guidelines that shape how investors cast votes on shareholder matters. It examines how 
firms have acted to address concerns about unethical labor recruitment. In most cases, 
Transparentem did not find publicly available information (or receive information from the 
firms) about stewardship policies that specifically address ethical recruitment. In such cases, this 
report discusses their forced labor policies, since unethical recruitment can lead to forced labor.  

Two firms – Trillium and NBIM – stood out for engaging their portfolio companies on 
unethical labor recruitment, in addition to forced labor. Trillium, responding to risk assessments 
that identified possible “controversies relating to allegations of forced labor,” had meetings with 
six multinational companies in its portfolio, along with other investors. Some of the discussions 
covered the prevention of recruitment fees for employees; the results of these conversations are 
unknown to Transparentem.48 Trillium also reported engaging with Nestlé and Unilever 
regarding allegations of forced labor in Indian sugar49 but it is unknown whether their 
engagements involved recruitment issues and what progress has been made since those 
engagements. After a recommendation from the Council of Ethics for the Government Pension 
Fund Global (Etikkradet), a company was excluded from NBIM’s pension fund in 2020 in part 
due to unethical labor recruitment of migrant workers.50 

Neither Trillium51 nor NBIM’s52 stewardship policies specify ethical recruitment considerations. 
But their policies, respectively, apply Trillium’s Values53 and adhere to NBIM’s expectations of 
companies on material sustainability issues,54 which both include forced labor concerns. 
Trillium’s proxy voting guidelines support shareholder proposals calling for portfolio companies 
to adopt labor standards to ensure that they will not do business with foreign suppliers using 
forced labor that manufacture products for sale in the U.S.55 NBIM’s voting guidelines adhere to 
their broader expectations of corporate sustainability.56  

Amundi57 and Blackrock’s58 stewardship policies, including voting guidelines, do not 
explicitly include forced labor or unethical labor recruitment. However, Amundi engaged with a 
company that faced allegations of forced labor in 2021; one outcome was the company’s 
inclusion of ethical recruitment issues in supplier training.59 And Blackrock engaged with 
Hyundai Motor from 2022 to 2024 regarding reports of their U.S. suppliers employing children; 
Hyundai Motors confirmed their suppliers terminated relationships with staffing agencies that 
did not screen for underage workers.60 

Praxis’ stewardship policies do not specifically reference forced labor, but they generally 
support shareholder proposals that call for the adoption or enforcement of principles or codes in 
countries in which there are systematic violations of human rights, such as the use of slave 
labor.61 Praxis also joined with other investors to engage several large companies that source 
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sugar from India and stated that all of the companies are taking additional steps to prevent 
unethical recruitment practices and forced labor.62  

CalPERS has policies on forced labor but not specifically on unethical labor recruitment, as 
reported publicly. CalPERS engages with companies and conducts proxy voting in line with its 
Governance and Sustainability Principles, which include the elimination of all forms of forced or 
compulsory labor but do not specify unethical labor recruitment.63 CalPERS also expects its 
managers to integrate its Labor Principles into investment decision-making, including proxy 
voting; one of the principles is the elimination of forced or compulsory labor.64 Transparentem 
could not find information that CalPERS has identified or engaged on specific cases of unethical 
labor recruitment.  

Bridgewater,65 CPP Investments,66 and SSGA67 do not specifically include forced labor or 
unethical labor recruitment in their stewardship policies and voting guidelines. Transparentem 
found no information on whether they engaged with investees on specific recruitment cases. 
SSGA will engage with portfolio companies on issues related to modern slavery, but only on 
behalf of clients who have opted into SSGA’s sustainability services.68 Bridgewater engaged with 
three fashion companies in 2023 to understand their modern slavery exposure in fashion supply 
chains,69 but it is unknown whether the assessment considered labor recruitment risks. 

AIGF, Dymon, and TRS-Kentucky do not have any publicly available policies related to 
forced labor or unethical labor recruitment. 

Recommendation 

Stewardship: Investment firms should adopt policies for engaging with portfolio companies to 
understand and, if necessary, remediate unethical labor recruitment abuses or risks of abuses in 
their operations and across their supply and value chains. Engagement could include: in-person 
meetings with company management, requests for documentation of recruitment practices and 
actions (for example, accounting records showing the company — not workers — paid the full 
costs of recruitment, and receipts showing that worker reimbursements for recruitment fees), and 
filing shareholder proposals to achieve reforms.  

Voting: Whether or not an investment firm chooses to file shareholder proposals of its own, it 
should vote in favor of shareholder proposals that promote ethical worker recruitment.  

Action on specific cases: If an investment firm’s portfolio companies are linked to allegations 
of migrant worker abuse in its operations or value and supply chains, the firm should require the 
companies to take the following actions. These recommendations are drawn from the Business 
and Human Rights Resource Centre’s Guidance for Investors: Centering Risks to Migrant 
Workers in Investment Portfolios:70 

1. Investigate concerns raised regarding working conditions for migrants, whether by      
workers themselves, civil society, unions, or media sources. 

2. Privilege workers’ testimony over audit and paper trails, adopting a worker-centric 
approach to investigations. 

https://media.business-humanrights.org/media/documents/2025_MW_investor_briefing.pdf
https://media.business-humanrights.org/media/documents/2025_MW_investor_briefing.pdf
https://media.business-humanrights.org/media/documents/2025_MW_investor_briefing.pdf
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3. Commit to providing remedy, in consultation with impacted workers or their 
representatives.  

 
4. Fully disclose responsive measures taken to investigate, address, and remediate harms. 

Investment firms with sufficient leverage should take these actions directly. Those with more 
limited influence should collaborate with other investors and stakeholders to achieve the same 
outcomes.  

Audits 
There is growing awareness that social audits often fail to detect – or even contribute to – labor 
rights violations in global supply chains.71 While social audits can be a valuable tool to monitor 
working conditions and employment practices, their quality and effectiveness can vary widely, 
and audit deception is pervasive. A poorly conducted or incomplete audit can conceal problems 
rather than reveal them.  

Transparentem explored whether the investment firms covered in this report used social audits as 
part of their risk assessment or stewardship processes, and if so, if they assessed the soundness of 
the audit methodology. 

Amundi and NBIM did not report using audits as part of their risk assessment and indicated 
that they are aware of concerns regarding social audits. Some of Amundi’s case studies of 
engagement included acknowledgment of audit failures and fraud.72 NBIM encourages 
companies to go beyond audits to ensure they have a full and realistic picture of their supply 
chains.73 

Seven investment firms (AIGF, Bridgewater, CalPERS, CPP Investments, Dymon, TRS-
Kentucky, and Trillium) did not publish or disclose any information related to audits.  

Praxis reported that it uses social audits when it is already engaging a portfolio company on 
supply chain issues,74 and SSGA asks for social audits related to its own supply chain. 75 There is 
no information if either firm evaluates if audit methodology is sound.  

Blackrock did not publish information related to audits, except noting that Hyundai Motor 
introduced new requirements for its suppliers to fulfill third-party audits as a part of Blackrock’s 
engagement with them.76 It is not known whether the new requirements fully address the issues 
identified with social audits to detect and prevent forced labor. 

Recommendation 

Investment firms that rely on social audits to determine whether risks or abuses exist in their 
portfolio companies’ operations and supply and value chains should ensure that those audits 
meet the following criteria:  

1. Include the perspectives of a broad cross-section of workers, including workers of different 
ages, nationalities, genders, and job types, and interview them in their native languages. 
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2. Be entirely free from factory interference.  
a. Worker interviews must be confidential and conducted off-site, away from the 
possible influence of factory management. 
b. Interviewers must be trained to determine if workers were coached to provide 
specific answers.  
c. Workers must not face repercussions for participation. 

3. Incorporate unannounced visits, especially at times when code violations are most likely 
to occur, to prevent factories from concealing actual conditions. 

4. Consult local civil society on endemic issues and involve local worker-focused 
organizations in oversight. 

5. Be ongoing and recurring, forming an integral part of sustained remediation efforts. 

Investment firms should also review full social audit reports (not just summaries) to assess whether 
the methodology and the questions are sound. 

To confront the limits of social audits, investors should encourage their portfolio companies to 
pursue a comprehensive, worker-centered approach that goes beyond audits to uphold human 
rights in their operations and supply and value chains. This includes: 

• Support for freedom of association 
• Providing rights training for workers 
• Establishing effective, third-party grievance mechanisms 
• Building sustained supplier relationships grounded in shared values.  

For more detail on these recommendations and the limitations of social audits, see 
Transparentem’s report “Hidden Harm: Audit Deception in Apparel Supply Chains and the 
Urgent Case for Reform.”  

Grievance mechanisms 
Effective grievance mechanisms, where workers can safely, easily, and anonymously report 
concerns and potential violations, are critical to identifying unethical labor recruitment and 
prevent forced labor. Yet at many worksites, grievance procedures are nonexistent, ineffective, or 
can even lead to retribution. As one migrant worker told Transparentem investigators, “If you 
tell the company [about problems], the company will give you the flight ticket [home]. It has 
happened many times.”77  

Amundi, CalPERS, and NBIM all encourage their portfolio companies to implement 
grievance mechanisms, with some differences in emphasis. Amundi encourages companies to 
implement grievance mechanisms, ensure they are accessible, and disclose grievance statistics.78 
CalPERS states that grievance processes must show evidence of being used and of providing 
penalties that have a deterrence value.79 NBIM expects grievance procedures to be accessible and 
for portfolio companies to provide or cooperate in remediation where required. NBIM also uses 
companies' disclosures about grievance procedure effectiveness to inform its engagement.80  

https://transparentem.org/wp-content/uploads/2021/09/Hidden-Harm-Audit-Deception-in-Apparel-Supply-Chains-and-the-Urgent-Case-for-Reform.pdf
https://transparentem.org/wp-content/uploads/2021/09/Hidden-Harm-Audit-Deception-in-Apparel-Supply-Chains-and-the-Urgent-Case-for-Reform.pdf
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BlackRock81 encourages companies to implement grievance mechanisms but does not 
elaborate on how grievance procedures should be implemented and evaluated.  

Praxis and Trillium do not encourage their portfolio companies to use grievance mechanisms, 
according to information provided publicly and to Transparentem. Praxis assesses grievance 
mechanisms only for companies it engages with on human rights-related issues,82 and does not 
encourage mechanisms across all its portfolio companies. Trillium uses an MSCI-administered 
screening process that ranks the severity of individual controversies, and includes the existence of 
grievance mechanisms, but this process only applies when controversy arises.83 

The most recent World Benchmarking Alliance assessment for SSGA (2022) states that “State 
Street Corporation has a grievance mechanism accessible to all workers, external individuals and 
communities to raise human rights complaints.”84 However, it is unclear whether SSGA 
encourages its portfolio companies to have their own mechanisms, and Transparentem found no 
information on such policies in SSGA’s public materials. 

There is no information about whether AIGF, Bridgewater, CPP Investments, Dymon, SFM, or 
TRS-Kentucky encourage their portfolio companies to use grievance mechanisms. 

Recommendation 

Investment firms should ensure that all workers employed by their portfolio companies and 
companies in their supply or value chains have access to effective grievance mechanisms. These 
mechanisms should meet the effectiveness criteria listed in the UNGPs: they must be legitimate, 
accessible, predictable, equitable, transparent, rights-compatible, a source of continuous learning, 
and based on engagement and dialogue.85 To ensure legitimacy and effectiveness, they must also 
be independent. 

Once grievances are reported, companies must be pair them with corrective action plans.  

To assess whether portfolio companies are addressing unethical recruitment and forced labor 
through grievance mechanisms, investors can ask: 

1. How can affected workers report unethical recruitment or indicators of forced labor?  

2. How does your company ensure that the most vulnerable, such as migrant workers, are aware 
of, have access to, and know how to use a grievance mechanism? 

3. If a grievance mechanism exists: 

a. How many grievances have been filed in the past six months, and in how many cases 
has remedy been provided? 

b. Can you provide an example of a remedy provided in response to an unethical 
recruitment grievance?  
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Conclusions 
While unethical labor recruitment presents material financial and legal risks to investment firms, 
most firms are either failing to address these risks adequately or failing to disclose how they do so. 
Unless firms prioritize addressing unethical labor recruitment in their portfolio companies' 
operations, supply chains, and value chains, they expose themselves to substantial financial 
obligations, regulatory penalties, and reputational damage. 

Beyond the business case lies a devastating human reality. As one migrant worker in Malaysia 
told Transparentem, "If I knew that the conditions here were like this, then I would not have 
come here. Now that I have come here, what can I do? I have paid already."86 Workers recruited 
unethically often become trapped by debt and exploitation. 

Transparentem used the lens of Malaysian electronics – a sector with a known, high risk of 
unethical labor recruitment – and assessed a diverse group of firms that are exposed to those 
risks. But the recommendations in this report apply to all investors whose portfolio companies 
face risks of unethical labor recruitment in their operations, supply chains, and value chains. 

These investment firms must take immediate action. Firms should establish a 
comprehensive policy on the ethical recruitment of migrant workers which require portfolio 
companies – through their operations and for companies within their supply and value chains – 
to: 

1. Pay all recruitment fees and related costs. 
2. Repay workers immediately if worker-borne fees are identified. 
3. Prohibit the retention of identification documents and guarantee freedom of movement. 
4. Provide workers with contracts they understand, and in a timely manner.  

Firms must also ensure that their risk assessment processes specifically address labor recruitment 
practices and engage portfolio companies on these issues. And they must move beyond relying on 
flawed social audits and ensure their portfolio companies implement effective grievance 
mechanisms where workers can safely report abuses. 

Transparency is also critical. Investment firms must publicly disclose their policies, including risk 
mitigation. Private investors should publicly identify their portfolio companies, and unethical 
labor recruitment—worker-borne recruitment fees and deceptive recruitment—should be 
explicitly covered in sustainability reporting standards. 

While some firms have begun to address unethical labor recruitment, the investment community 
as a whole must confront this major driver of forced labor— and do so with the urgency it 
demands. The material financial and legal risks are substantial, and the human costs are 
devastating. Unethical labor recruitment can no longer remain absent from, or peripheral to, 
investor action.      
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Appendix 
Investment firms seeking to address these issues should consult the following resources, in 
addition to resources linked within this report: 

Centering risks to migrant workers in investment portfolios (Business and Human Rights 
Resource Centre): This publication highlights the links between risks to investors and risks to 
capital, drawing on case studies, and makes recommendations for engaging with portfolio 
companies. 

Modern Slavery & Remediation – An Investor's Guide (Sustainable Investment Institute and 
Walk Free): This guide provides an overview of the remedial actions investors can take before, 
during, and after finding cases of forced labor. 

Engaging with Companies on Modern Slavery – A Briefing For Investors (Corporate Justice 
Coalition): This briefing supports investors on engaging with companies on their actions to 
address forced labor in their operations and supply chains.  

BIICL and PRI Workshop on Human Rights in Private Equity: This paper summarizes 
discussions from a workshop exploring the implications of expectations for human rights due 
diligence by investors, private equity firms, and/or their portfolio companies, and to discuss what 
guidance and direction is needed. 

Recruitment Cost Calculator (Verite): This tool proves accurate and up-to-date information on 
recruitment fees and related costs, enabling employers to enact recruitment policies more 
effectively in their supply chains.  
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