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The Apparel Value Chain
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Pressures and Impacts of the @uareriaLs
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Apparel industry

Projected global fashion consumption' (Million tons)
2015 2030
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Related to CO2, water and forestry: Related to raw materials, their

« Carbon Disclosure Project impacts (e.g. cotton) and farm labor:
* Science-Based Targets * Global Organic Textile Standard
* GRIl and alternative reporting * Naturland Fair

schemes like SASB * Bio Suisse Standards for Imports
(where firms report also to investors * Naturland Standards on
on their CO2 and other Production
environmental impacts - direct and e |FOAM Standard

sometimes also indirect impacts)
Source: http://www.standardsmap.org/identify
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National and Regional Regulations
(examples)

1. European level examples:
— REACH (for chemicals)

— European Action Plan to move to a circular economy
(implementation of the EU’s 2020 strategy for a resource-efficient Europe)

— Textile Regulation (EU) No 1007/2011 on fibre names and related labelling
and marking of the fibre composition of textile products

— In 2014 the EC adopted the legislative proposals for a new Regulation on
organic production and labelling of organic products; and an Action Plan

COMPLIANCE

2. National Level examples for Material efficiency:

— National waste prevention programme 2014-2020 (regulatory instruments, voluntary
undertakings, etc. to contribute to resource efficiency)

— Energy Transition for Green Growth Act (sets a material productivity target (+ 30%
between 2010 and 2030) and stipulates the development of a national circular economy strategy - foresees
measures related to waste prevention, its recycling and recovery and more.



Climate initiatives accelerate around

the world and in France and Europe

UNE ACCELERATION ET UNE MASSIFICATION DES INITIATIVES CLIMAT
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Positive impacts of good reporting

initiatives on suppliers” activities

% Suppliers taking action
(Total = 4366)

74% |dentify climate risks
N 68% Identify climate
opportunities

N 63% Implement clear
governance and oversight of
climate issues

N 52% Integrate climate into
business strategy
49% Report savings from
emissions reduction projects

N 47% Implement climate risk
management processes

N 47% Set climate targets

N 36% Engage value chain

partners on emissions
reductions

"N 34% Report an overall
decrease in emissions

% identifying any opportunity
from climate

% identifying regulatory
opportunity from climate

% identifying physical
opportunity from climate

Figure 2. Supplier climate action
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A higher percentage of respondents in China
highlight opportunities related to climate
change, while those based in Japan, Brazil,
and the US are the least likely to recognize
opportunities. Opportunities linked to
regulation are most common among
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Note that suppliers can report more than one
category of opportunity, so totals add up to

Figure 7. Per of S across the value chain,
by geography
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Impacts of supplier engagement vary
o Most suppliers identify climate risks as a
result
Supplier engagement varies by region
o Europe has higher supplier engagement
European firms have the highest perception of
opportunity from climate policy
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Why is mandatory reporting effective?

* Only governments can compel disclosure by firms, factories, or key
actors in the supply chain. On the other hand, some would say
investors are more and more compelling firms to disclose today

* But governments and impeding carbon risks (due to potential
future policy, existing emissions trading schemes, etc.) is in fact the
compelling force for investors to request this risk disclosure so in
the end government is the key driver.

* Only government can require comparable metrics, format, and
timing

* Only government can create systems backed by deliberate
democratic processes.

e Legislative, regulatory, and judicial processes provide government-
mandated transparency systems with legitimacy and accountability.

Adapted from: The Political Economy of Transparency: What makes disclosure policies
effective? By Archon Fung, et al. Dec. 2004



Voluntary standards do not cover all issues —
effectiveness is harder to measure but completeness
has been measured so far (by 11SD)

TABLE 3.9 AVERAGE COVERAGE OF SSI ENVIRONMENTAL INDICES FOR EACH VOLUNTARY SUSTAINABILITY INITIATIVE.
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TABLE 3.15 SSI ENVIRONMENTAL INDICATORS, FROM HIGHEST TO LOWEST COVERAGE ACROSS 16 VOLUNTARY SUSTAINABILITY STANDARDS REVIEWED.
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Mapping standards — a first step towards

understanding interactions

Key Interactions:
 (CO2, water, etc. reporting initiatives are complementary to voluntary labeling schemes
Both types of schemes are necessary because one covers what the other can not.
* These standards prepare firms for mandatory schemes which are in preparation
(at least at the EU level) and mandatory reporting and labeling standards may lead to minimum
standards of environmental performance such as REACH, when industry and society accept it

oluntary oluntary EU wide INatnonaI Regional
Reporting labelling Regulations strategies strategies
of impacts
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organic
products
Materials  |Recycling
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Water
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and services|substances
Energy
Energy consumption
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Energy
Business  |Environmenta -
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Conclusions

Voluntary reporting initiatives, labels or industry standards do not
currently cover all environmental and social objectives in the fashion
industry. Public sector oversight, regulations and national plans are still
needed, especially in the area of materials recycling and product waste.

Reaching targets requires pressure, and mandated reporting is most
effective for various reasons.

Voluntary measures will not be sufficient to reach our targets. State or
collective state action is required.

Voluntary measures such as reporting initiatives can prepare industry for
mandatory reporting and other standards to push the industry towards
innovation and sustainability at lower final compliance cost to firms.

Policy-makers could build on voluntary measures that are already driving
industry changes around the world like the CDP, the science-based targets,
etc. and which have a positive impact on suppliers in the chain.

The future of the clothing industry (as well as the construction industry)
will be shaped by a myriad of global, regional and national legislation
and an evolution of voluntary towards more mandatory standards.



Construction industry:
ldeas for discussion/consideration

ldea 1: A construction firm transparency index

ldea 2: An index for construction contractors and suppliers by
various sustainability issues (maybe starting with carbon
disclosure but then going beyond energy and CO2)

ldea 3: An index or labeling system for construction products

(e.g. buildings) beyond energy and water consumption with
inclusion of material efficiency elements



