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ESG frameworks, laws, and regulations have emerged in response 
to growing sustainability awareness and global supply chain risks. 

These measures promote transparency, 
accountability, and ethical practices, 
potentially leading to environmental 
conservation, improved social conditions, 
and enhanced governance. Indeed, 
they drive innovation, brand reputation, 
and financial gains while aligning with 
sustainable development goals. However, 
they may burden businesses with increased 
costs, which is particularly challenging 
for smaller enterprises. Variability across 
regions and a compliance-centric approach 
may hinder transformative change, fostering 
a ‘tick-box’ mentality over substantial 
improvements.

But how effective are those regulations? Are they actually having the 
intended positive impact? In this ebook, we take an in-depth view of 
some of the most relevant recent regulations and analyze how effective 
they seem to be. We also examine the potential effects of CSDDD and 
explore the real-life cases of Temu and Shein. 

In this ebook, we take an in-depth 

view of some of the most relevant 

recent regulations and analyze 

how effective they seem to be. We 

also examine the potential effects 

of CSDDD and explore the real-life 

cases of Temu and Shein. 

Introduction
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Part I     Unraveling Supply Chain Regulations:    
 From Past to Present

We traced the evolution of supply chain 
regulations from non-binding guidelines 
to binding laws, examining their impact 
on corporate sustainability. Along 
the way, we explored the challenges 
businesses face as they strive to 
comply with these constantly evolving 
standards.

Note: 

The list of regulations and 

frameworks mentioned is a 

high-level list of the most 

mentioned acts.

1.1  Global and Non-binding

When analyzing global and non-binding regulations, although they provide 
crucial frameworks for promoting corporate accountability by offering 
guidelines for responsible business conduct, they also have limitations. 
For instance, they lack legal enforceability due to their non-binding nature, 
potentially hindering compliance. Given the broad scope of the guidelines, 
implementation challenges arise, particularly in regions with weak governance. 

Here are a few examples of recent sustainability regulations:

Environmental issuesSocial issuesSocial & Environmental issues

Framework Date Jurisdiction

ISO 26000: Social Responsibility 
Guidance Standard

2010 Global

OECD Guidelines for Multinational 
Enterprises (MNE Guidelines) 

1976 
(updated in 2011) 

Global

OECD Due Diligence Guidance for 
Responsible Business Conduct

2018 Global
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Framework Date Jurisdiction

OECD Sectoral Due Diligence Due diligence guidance for the following supply 
chains:

conflict minerals (2011, subsequent revisions)

child labor in minerals (2017)

garment and footwear (2017) 

agriculture (2016) 

extractives (2017)

the financial sector (2019)

Tripartite Declaration of Principles 
concerning Multinational Enterprises 
and Social Policy (MNE Declaration)

1976 
(updated in 2011) 

Global

The UN Guiding Principles on 
Business and Human Rights (UNGPs)

2011 Global

Environmental issuesSocial issuesSocial & Environmental issues

1.2  By Region and Binding

Binding legislation requires 
companies to meet specific standards 
in sustainability, environmental 
protection, and social responsibility. 
Non-compliance risks legal 
penalties and reputational damage. 
However, weak enforcement, 
insufficient penalties, and legal 
ambiguities often lead to criticism.

Additionally, logistical and resource 
constraints, especially across 
borders, limit the effectiveness of 
regulatory bodies in monitoring and 
enforcing compliance. Furthermore, 
the penalties imposed are often 
disproportionately low. Moreover, 
these bodies depend on companies’ 
self-reporting without independent 
verification, leading to underreporting.
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Framework Date Jurisdiction

Corporate Sustainability Due Diligence 
Directive (CSDDD/CS3D)

Proposed in 2022 
(Approved in 2024)

EU

Corporate Sustainability Reporting 
Directive (CSRD)

In effect 2023 EU

Revised EU Non-Financial Reporting 
Directive (NFRD) (corporate sustainability 
reporting)

2014 
(Applicable in 2018) 

EU

UK Plastic Packaging Tax In effect 2022 UK

The EU Deforestation-Free Regulation Proposed in 2021 EU

EU Circular Economy Action Plan 2020 EU

Lacey Act 1900, 
amended in 2008

US

Uyghur Forced Labor Prevention Act 2020 US

Australia Modern Slavery Act 2018 Australia

EU Conflict Minerals Regulation 2017 signed into law, 
2021 full entry into force

EU

UK Modern SlaveryAct 2015 UK

Section 307, US Tariff Act 1930, 2015, subsequent 
developments

US

Environmental issuesSocial issuesSocial & Environmental issues

1.3  By Country/State and Binding

State or country legislation on 
supply chains encounters several 
challenges. These include jurisdictional 
limitations, enforcement difficulties 
due to resource constraints, and 
compliance burdens, especially for 
smaller businesses. Additionally, 

fragmented regulations across 
states or countries can complicate 
compliance for companies operating 
nationally. This underscores the 
importance of coordinated efforts 
between states and the federal 
government to address supply chain 
issues effectively.
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Environmental issuesSocial issuesSocial & Environmental issues

Framework Date Jurisdiction

Duty of Vigilance 2017 France

German Due Diligence Act 2021 
(Applicable in 2023) 

Germany

Section 135 of Companies Act 2013 2014 India

Dutch Child Labor Due Diligence Law 2019, 
in effect from mid2022

Netherlands

Norway Transparency Act 2021, 
in effect from 1 July 2022

Norway

California Transparency in Supply 
Chains Act

2012 California

Fashion Sustainability and Social 
Accountability Act

Proposed in 2021 New York

Part II   Unveiling Vulnerabilities Sector  
           Screening for Supply Chain Controversies

In this section, we explore the evolving landscape of supply chain regulatory 
frameworks and ESG risks in supply chain management. We also dive into 
how future regulations will affect global trade, corporate responsibility, and 
sustainability efforts.

In addition, regulatory bodies contend with logistical and resource limitations,
mainly when operating across borders, which can hinder their effectiveness in
monitoring and enforcing compliance.
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2.1  Supply Chain Controversies Over Time

We analyzed supply chain-related 
controversies from 2019 onwards and 
found a consistent increase each 
year, peaking in 2023. Concurrently, 
mentions of various frameworks, laws, 
and legislations [mentioned in Part I] 
related to these issues have also risen. 

Our analysis reveals a strong and 
positive correlation between the two 
trends (r=0.99), indicating a significant 
relationship. While the apparent 

increase in supply chain issues, 
breaches, and controversies may be 
concerning, it’s largely caused by 
implementing more frameworks that 
increase visibility and accountability. 
Even without binding regulations, 
companies’ reputations are 
affected. Thus, the proliferation of 
laws and frameworks contributes to 
the heightened online attention to 
these breaches.

Volume of
mentions

2019 20212020 2022 2023 2024

20,000

40,000

60,000

0

Supply Chain Related Controversies Mentions

Figure 1: Supply chain related controversies mentions

Laws, Frameworks & ActsSupply Chain Issues
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Environmental issuesSocial issuesSocial & Environmental issues

2019 2021

2023
onwards

2020 2022

OECD MNE Guidelines

ISO 26000

OECD Due Diligence Guidance

Duty of Vigilance Law

Non-Financial Reporting Directive

Modern Slavery Acts (Australia & UK)

ILOMNE Declaration

UN Guiding principles 

EU Circular

Economy Action Plan

German Due Diligence Act

EU Conflict

Minerals Regulation

Corporate Sustainability Due Diligence

Directive (Poroposal) [CSDDD]

Dutch Child Labour Due Diligence Law

Norway Transoarency Act US Tariff Act

EU- driven deforestation/forest 
degradation

UK Plastic Packaging Tax

2.2  Supply Chain Controversies: 
       An ESG Analysis

For this analysis, we primarily focused on environmental and social issues within 
the supply chain as legislation often targets these areas due to their significant 
external impacts. Issues like environmental damage and labor violations are 
most likely to occur in the supply chain and can profoundly affect communities 
and ecosystems. Governance issues, on the other hand, are more internal and 
directly pertain to a company’s operations and management practices. 
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Environmental risks Social risks

ESG Risks Mentions

Specialised Retail

Automobiles & 
Components

Technology Hardware

Technology Software

Banks

Telecommunication 
& Social Media

Consumer Products

Transportation

Oil & Gas (Fossil Fuels)

Food/Beverage & 
Tobacco Manufacturers

0 10,000 20,000 30,000 Volume of
mentions

Figure 2: ESG risks mentions

Specialized retail has the highest 
incidence of social and 
environmental controversies, 
followed by technology software and 
automobile & components, 
respectively. 

As shown in the graph above, many 
of the issues highlighted in the Social 
ESG supply chain pillar are driven 
by human and labor rights breaches, 
which significantly contribute to the 
ESG risks mentioned.

Therefore, we analyzed a sample of 31,011 entities across industries with 
frequent mentions of ESG-related supply chain risks, focusing on social and 
environmental risks.
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2.2.1 Social Risks in the Supply Chain

In specialized retail, many brands face 

scrutiny for alleged forced labor, some 

examples include Amazon, Hugo Boss, 

Diesel, and Costco . 

Additionally, Amazon garnered 

widespread attention when the 

company settled a $1.9 million human 

rights abuse claim. Consumer groups 

sued Starbucks over deceptive ethical 

sourcing claims linked to human rights 

issues. 

Walmart and Centric were also 

investigated for human rights 

violations. Moreover, reports tie 

Amazon and IKEA suppliers to forced 

labor. These controversies dominate 

ESG supply chain discussions in retail.

Specialized retail Automotive industry

Technology hardware

Regarding the other industries, we 

also see that t echnology hardware 

displays a significant proportion of 

mentions stemming from mentions of 

forced labor for Lenovo, Cisco, Intel, 

and numerous controversies 

regarding Apple (Link1, Link2, Link3), 

among many other allegations. 

The automotive industry ranks second 

as notable companies like Tesla face 

criticism, with allegations ranging from 

opening showrooms in China linked 

to genocide allegations leading to 

backlash and investigations led by the 

US Senate. Tesla’s involvement with 

child labor and its battery material 

supplier’s recurrent human rights 

abuses further add to the scrutiny. 

Furthermore, we detect multiple 

mentions regarding Volkswagen’s 

supplier breach that could impact up 

to 3.3 million customers. Moreover, 

slave labor accusations resurface for 

Volkswagen in Brazil, while companies 

like Toyota Motor, General Motors, 

Tesla, and Volkswagen suppliers are 

accused of exploitative labor practices 

in Southeast Asian factories.

Transportation / Oil & Gas

Notable mentions from other sectors 

drive the ESG volumes, such as Uber 

(transportation), British Petroleum, 

and TotalEnergies (oil & gas)

https://www.bnnbloomberg.ca/corporate-ethics-czar-opens-forced-labour-probes-against-walmart-hugo-boss-diesel-1.1963021
https://www.bnnbloomberg.ca/corporate-ethics-czar-opens-forced-labour-probes-against-walmart-hugo-boss-diesel-1.1963021
https://apnews.com/article/7d79c06344a245eea4bcc86759ad43d7
https://www.healthandsafetyinternational.com/article/1864123/amazon-agrees-pay-19m-settle-worker-rights-violation-claims-saudi-arabia#:~:text=Features Features-,Amazon agrees to pay %241.9m to settle worker rights,living conditions and wage irregularities.
https://www.reuters.com/sustainability/walmart-centric-probe-suppliers-potential-links-cambodia-womens-prison-2023-08-21/#:~:text=PHNOM PENH%2FNEW YORK%2C Aug,from a U.S. industry group
https://uk.finance.yahoo.com/news/amazon-nike-ikea-questioned-beis-committee-mps-alleged-forced-labour-links-162433104.html
https://theintercept.com/2020/08/21/school-laptops-lenovo-chromebooks-china-uyghur/#:~:text=Shipping records show that since,government for violating human rights.
https://www.courthousenews.com/ninth-circuit-revives-suit-accusing-cisco-of-aiding-and-abetting-torture-in-china/
https://www.theguardian.com/world/2021/dec/23/intel-faces-backlash-in-china-after-banning-products-and-labour-from-xinjiang
https://www.businessinsider.com/apple-china-suppliers-uyghur-muslims-forced-labor-report-2021-5
https://www.washingtonpost.com/technology/2020/12/29/lens-technology-apple-uighur/
https://edition.cnn.com/2023/06/30/tech/tsmc-supplier-ransomware/index.html#:~:text=check back later.-,TSMC confirms supplier data breach following,by Russian%2Dspeaking cybercriminal group&text=Taiwanese semiconductor giant TSMC confirmed,no impact on business operations.
https://www.forbes.com/sites/joewalsh/2022/01/03/tesla-criticized-for-opening-showroom-in-chinas-controversial-xinjiang-region/?sh=1bcf9c533d06
https://www.forbes.com/sites/joewalsh/2022/01/03/tesla-criticized-for-opening-showroom-in-chinas-controversial-xinjiang-region/?sh=1bcf9c533d06
https://www.reuters.com/article/idUSKBN1YK24E/
https://www.theverge.com/2023/6/15/23760915/tesla-supplier-glencore-human-rights-abuse-allegations-battery-minerals-mining-energy
https://www.theverge.com/2023/6/15/23760915/tesla-supplier-glencore-human-rights-abuse-allegations-battery-minerals-mining-energy
https://www.theverge.com/2023/6/15/23760915/tesla-supplier-glencore-human-rights-abuse-allegations-battery-minerals-mining-energy
https://www.reuters.com/business/autos-transportation/vw-says-data-breach-vendor-impacted-33-million-people-north-america-2021-06-11/#:~:text=WASHINGTON%2C June 11 (Reuters),the German automaker's luxury brands.
https://www.reuters.com/business/autos-transportation/vw-says-data-breach-vendor-impacted-33-million-people-north-america-2021-06-11/#:~:text=WASHINGTON%2C June 11 (Reuters),the German automaker's luxury brands.
https://nacla.org/slave-labor-accusations-come-back-haunt-volkswagen-brazil
https://www.globaldata.com/newsletter/details/carmakers-face-fresh-allegations-of-uyghur-forced-labour-in-china_152293/#:~:text=Report Store-,Carmakers face fresh allegations of Uyghur forced labour in China,in their aluminium supply chains.
https://www.globaldata.com/newsletter/details/carmakers-face-fresh-allegations-of-uyghur-forced-labour-in-china_152293/#:~:text=Report Store-,Carmakers face fresh allegations of Uyghur forced labour in China,in their aluminium supply chains.
https://techcrunch.com/2020/08/13/uber-and-lyft-lose-bid-to-delay-worker-reclassification-order-in-california/?guccounter=1&guce_referrer=aHR0cHM6Ly93d3cuZ29vZ2xlLmNvbS8&guce_referrer_sig=AQAAAMgb3C5fAG7jDXsmfcZf24-XCuSEHC6G056DJF0YJo8MCwCEbLG3VxtR_6SBcQxuxw99lBwM1OL2MXr56CLszmBm-RQu4tNSKA0FyWkv1TcXQtsnI3RHx_Q8EtCj5ILyL7J7jGhpCi9m2Thea_-1RCu4VGWnM3TvMzPVjx07NKp1
https://www.civilnet.am/en/news/766331/british-petroleum-under-scrutiny-for-enabling-ethnic-cleansing-in-nagorno-karabakh/
https://observer.ug/news/headlines/80000-totalenergies-forcing-communities-into-accepting-low-oil-pipeline-compensation#:~:text=Oil pipeline%3A TotalEnergies forcing communities to accept 'low' compensation,-December 11%2C 2023&text=French oil company%2C TotalEnergies coerces,human rights organization has said.
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2.2.1 Social Risks in the Supply Chain

Food & beverage manufacturers

Similarly, companies from the food 

& beverage manufacturers industry 

were also linked with human rights 

violations and infringements on labor 

rights, with companies like Tyson 

Foods, McDonald’s, Hershey,  Pepsi, 

and Nestle having multiple supplier 

issues connected with child labor, 

discrimination, and exploitative work. 

Technology software

While technology software companies 

mentions were primarily related to 

contractors and content moderators’ 

health & safety issues and labor rights 

infringements from companies like 

Meta, Microsoft, and Google.

https://news.bloomberglaw.com/daily-labor-report/perdue-tyson-foods-face-unique-probe-in-child-labor-crackdown
https://news.bloomberglaw.com/daily-labor-report/perdue-tyson-foods-face-unique-probe-in-child-labor-crackdown
https://www.bloomberg.com/news/features/2021-12-17/black-mcdonald-s-franchise-owners-face-off-with-fast-food-restaurant-over-racism
https://www.terracestandard.com/news/b-c-men-one-step-closer-to-class-action-against-hershey-for-alleged-child-slavery-6066554#:~:text=The B.C. Supreme Court has,their Canadian subsidiary Hershey Canada.
https://www.msn.com/en-in/news/India/coke-pepsi-using-child-labour-in-maharashtra-forcing-hysterectomies-and-child-marriages-report/ar-BB1ktdBT#:~:text=A New York Times and,into child marriages by the
https://www.msn.com/en-in/news/India/coke-pepsi-using-child-labour-in-maharashtra-forcing-hysterectomies-and-child-marriages-report/ar-BB1ktdBT#:~:text=A New York Times and,into child marriages by the
https://www.npr.org/2020/05/12/854998616/in-settlement-facebook-to-pay-52-million-to-content-moderators-with-ptsd#:~:text=Facebook will pay %2452 million to thousands of current and,Tuesday between the tech giant
https://abcnews.go.com/International/apple-google-microsoft-dell-tesla-named-lawsuit-deaths/story?id=67795965#:~:text=The lawsuit accuses Apple%2C Dell,electronic devices that these five
https://www.pymnts.com/cpi-posts/us-labor-board-mandates-collective-bargaining-between-google-and-youtube-worker-union/#:~:text=Alphabet Inc's Google has been,contract workers for YouTube Music.
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2.2.2 Environmental Risks in the Supply Chain

Oil & Gas

Environmental risks, though relatively 

fewer in proportion compared to 

social risks across sectors’ supply 

chains are notably prevalent in 

specific sectors, notably in oil & gas, 

where incidents such as oil-well 

blasts are due to the lack 

of safety practices, improper 

disposal, harmful emissions 

from gas flaring, unremedied oil 

spills disproportionately impact 

communities and contractor 

negligence This negligence has 

resulted in substantial environmental 

harm, endangering both communities 

and workers and in some cases, 

leading to fatalities. 

Food & Beverage

Environmental concerns also 

impact the food & beverage supply 

chain, with prevalent issues like 

deforestation, animal abuse, and 

unethical sourcing.

Specialized retail

In specialized retail, brands’ suppliers 

are linked to deforestation, illegal 

extraction of minerals, animal cruelty 

(Link1, Link2, Link3), and illegal waste 

disposal. Similarly, controversies 

arise from controversial mining, 

breaches of clean air acts by suppliers, 

deforestation, and questionable cobalt 

sourcing in the Auto and Components 

sector. 

Interestingly, we’ve gathered 

a substantial number of 

articles, but they all revolve 

around the same types of 

breaches mentioned above.

https://www.reuters.com/world/us/lack-safety-practices-behind-2020-chesapeake-oil-well-blast-us-safety-board-2023-12-29/#:~:text=Dec 29 (Reuters) %2D A,well%2C that claimed three lives.
https://www.reuters.com/world/us/lack-safety-practices-behind-2020-chesapeake-oil-well-blast-us-safety-board-2023-12-29/#:~:text=Dec 29 (Reuters) %2D A,well%2C that claimed three lives.
https://insideclimatenews.org/news/31102023/oil-gas-companies-spill-wastewater-in-texas/
https://insideclimatenews.org/news/31102023/oil-gas-companies-spill-wastewater-in-texas/
https://www.lexology.com/library/detail.aspx?g=3ba1fb4b-6897-47fa-b6a4-55d5b37df952#:~:text=London%2C Tuesday 23rd April 2024,the oil giant's gas flaring.
https://www.lexology.com/library/detail.aspx?g=3ba1fb4b-6897-47fa-b6a4-55d5b37df952#:~:text=London%2C Tuesday 23rd April 2024,the oil giant's gas flaring.
https://news.mongabay.com/2023/11/abandoned-oil-mess-still-plagues-communities-in-the-ecuadorian-amazon/
https://news.mongabay.com/2023/11/abandoned-oil-mess-still-plagues-communities-in-the-ecuadorian-amazon/
https://news.mongabay.com/2023/11/abandoned-oil-mess-still-plagues-communities-in-the-ecuadorian-amazon/
https://www.bridgemi.com/michigan-environment-watch/enbridge-ordered-retrieve-15000-lb-anchor-straits-mackinac#:~:text=anchor from Straits of Mackinac,-The Canadian government&text=An Enbridge contractor working in,state environmental regulators announced Friday.
https://www.bridgemi.com/michigan-environment-watch/enbridge-ordered-retrieve-15000-lb-anchor-straits-mackinac#:~:text=anchor from Straits of Mackinac,-The Canadian government&text=An Enbridge contractor working in,state environmental regulators announced Friday.
https://www.marketscreener.com/quote/future/LUMBER-24002714/news/Palm-oil-supplier-to-Nestle-Kellogg-s-linked-to-Peru-deforestation-in-report-45901143/
https://www.bizjournals.com/atlanta/news/2019/06/10/coca-cola-and-fairlife-address-animal-abuse-at.html
https://news.mongabay.com/2024/04/snack-giant-pepsico-sourced-palm-oil-from-razed-indigenous-land-investigation/
https://www.eco-business.com/news/ngo-links-hm-and-zara-cotton-to-deforestation-in-brazils-cerrado/#:~:text=Clothing factories that supply H%26M,the Earthsight nonprofit has found.
https://www.firstonline.info/en/scandalo-in-amazzonia-amazon-e-disney-sotto-accusa-per-lacquisto-illegale-di-stagno-nel-mirino-anche-starbucks-che-smentisce/
https://www.firstonline.info/en/scandalo-in-amazzonia-amazon-e-disney-sotto-accusa-per-lacquisto-illegale-di-stagno-nel-mirino-anche-starbucks-che-smentisce/
https://www.cbsnews.com/news/fashion-gucci-snakes-peta-python-abuse-snakeskins/
https://www.marketscreener.com/quote/stock/COSTCO-WHOLESALE-CORPORAT-4866/news/Costco-Wholesale-Walmart-flagged-for-failing-cage-free-chicken-test-in-Latin-America-32976625/
https://www.retaildetail.eu/news/fashion/animal-rights-group-peta-criticises-lvmh-and-kering/
https://nz.news.yahoo.com/waste-adidas-walmart-other-brands-044340761.html
https://nz.news.yahoo.com/waste-adidas-walmart-other-brands-044340761.html
https://www.bluemountainsgazette.com.au/story/8490599/call-for-tesla-gm-to-steer-clear-of-deep-sea-mining/
https://www.greencarcongress.com/2021/03/20210311-premier.html
https://www.farmlandgrab.org/post/29896-report-michelin-covered-up-industrial-deforestation-by-its-indonesian-partner-in-eco-friendly-rubber-venture
https://www.barrons.com/news/bmw-probes-moroccan-cobalt-supplier-over-pollution-claims-f16e56a3
https://www.barrons.com/news/bmw-probes-moroccan-cobalt-supplier-over-pollution-claims-f16e56a3
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Part III   Case Study 

We studied the supply chain practices of 
SHEIN and TEMU, two specialized retail 
giants with similar business models but 
distinct histories. Both companies have 
faced significant scrutiny over their labor 
practices and environmental impacts, 
providing critical insights into existing 
regulatory frameworks. By analyzing their 
ESG controversies and comparing their 
responses, we assess how well current 

and future legislation, particularly the CSDDD initiative, addresses ethical 
issues in global supply chains.

We studied the supply chain 

practices of SHEIN and TEMU, 

two specialized retail giants 

with similar business models 

but distinct histories.

3.1  Specialized Retail: 
      The Case of SHEIN and TEMU

SHEIN and TEMU are compelling use 
cases due to their past controversies 
and the focus on their supply chain 
practices. Both companies have come 
under scrutiny for their labor practices, 
environmental impacts, and ethical 
issues, making them ideal subjects 
for analysis. By studying their supply 
chain challenges, we aim to assess the 
effectiveness of current legislation and 
predict the potential impact of future 
regulatory frameworks, particularly in 
the context of the CSDDD initiative.

While both companies operate 
with a similar business model, 
SHEIN is an established player 
entangled in numerous supply chain 
controversies. On the other hand, 
TEMU, a newcomer since 2022, faces 
similar issues. Comparing them 
helps us evaluate the effectiveness 
of existing supply chain legislation 
and determine whether increased 
regulatory scrutiny has improved 
compliance or merely raised 
awareness of these controversies 
within the industry.
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Note:

We normalized the data for 

both companies to ensure an 

equal basis of comparison, 

accommodating the difference 

in operational history—

SHEIN since 2008 and TEMU 

since 2022— to eliminate 

discrepancies in web attention.

Risks analysis 

It’s worth noting that the 

figures presented here 

specifically relate to supply 

chain risks, as that is the 

primary focus of our analysis.

1 Size bias mitigation: 2

3.2 Examining Supply Chain Controversies

SHEIN TEMU

Supply Chain Risks Mentions

Figure 3: Supply chain risks mentions

% of ESG
mentions

2019 2020 2021 2022 2023 2024

1%

2%

3%

0%

4%

5%
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We analyzed ESG risks in the supply chains of SHEIN and TEMU over the past 
four years, adjusting data volumes for comparative analysis. SHEIN’s supply 

chain risks have significantly increased 
since 2021, peaking in 2022 and continuing 
to rise in 2023, reflecting a growing online 
focus on its issues. Meanwhile, TEMU, 
despite only being established in 2022, 
has quickly come under intense scrutiny. 
The company faces frequent criticism 
for its supply chain practices, including 
condemnations for inaction and ongoing 
human rights violations.

We analyzed ESG risks in 

the supply chains of SHEIN 

and TEMU over the past four 

years, adjusting data volumes 

for comparative analysis.

3.2.1 Examining Social Sub-risks

SHEIN TEMU

Social Sub-risks (normalized)

Figure 4: Social sub-risks (normalized)
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In our analysis of social risks within 
the supply chains of TEMU and SHEIN, 
we discovered that fundamental 
human rights and labor rights are 
the most and second most prevalent 
issues, respectively. Notably, despite 
TEMU’s more recent establishment 
compared to SHEIN, its supply chain 
has a relatively higher proportion of 
human rights controversies.

In our analysis of social risks 

within the supply chains 

of TEMU and SHEIN, we 

discovered that fundamental 

human rights and labor rights 

are the most and second 

most prevalent issues, 

respectively.

Both companies have faced serious 

allegations related to their supply 

chain practices. TEMU and SHEIN are 

scrutinized for using Chinese cotton 

potentially linked to slave labor, with 

insufficient efforts to mitigate forced 

labor risks. Allegations include child 

slavery, privacy issues related to 

sharing user data, and environmental 

neglect, including the use of 

carcinogens in products. Despite 

their efforts to boost their public 

image through aggressive marketing 

and influencer engagements, both 

companies have been criticized for 

their approach to environmental 

responsibility and labor practices.

Political calls for investigations into 

the use of Uyghur slave labor in 

both companies underscore their 

ethical challenges. Neither company 

has shown rigorous compliance 

with anti-forced labor laws, lacking 

stringent programs to audit supplier 

compliance. This highlights significant 

gaps in their corporate responsibility 

efforts.

SHEIN has faced accusations of 

stealing artists’ work and failing 

to comply with modern slavery 

reporting regulations, adding to the 

ethical concerns. Consumers have 

also been alarmed by hidden clothing 

tag messages indicating threats. 

Both companies are heavily investing 

in lobbying efforts amid regulatory 

scrutiny as they struggle to balance 

rapid growth with sustainable and 

ethical business practices.

https://redpill.nowlej.com/2024/04/12/report-temu-encouraged-suppliers-to-use-chinese-cotton-ignoring-slavery-risk#post-1
https://thenightly.com.au/business/temu-controversy-new-claims-of-child-slavery-emerge-for-scandal-plagued-chinese-bargain-app-c-14286310#post-1
https://thenightly.com.au/business/temu-controversy-new-claims-of-child-slavery-emerge-for-scandal-plagued-chinese-bargain-app-c-14286310#post-1
https://www.dailymail.co.uk/news/article-13239221/temu-china-cash-giveaway-sell-personal-details-terms-conditions.html
https://www.mk.co.kr/en/society/10985753
https://www.mk.co.kr/en/society/10985753
https://edition.cnn.com/2023/06/28/business/shein-influencers-brand-trip-china-hnk-intl/index.html
https://edition.cnn.com/2023/06/28/business/shein-influencers-brand-trip-china-hnk-intl/index.html
https://sourcingjournal.com/topics/labor/shein-channel-four-shein-warehouses-garment-workers-381544/
https://www.voanews.com/a/fashion-retailer-faces-boycott-amid-allegations-of-uyghur-forced-labor-in-china-/7565031.html
https://www.wptv.com/is-temu-safe-lawsuit-claims-app-hacks-literally-everything
https://www.nbcnews.com/tech/tech-news/lawsuit-chinese-fast-fashion-giant-shein-accuses-company-racketeering-rcna94359
https://www.thefashionlaw.com/shein-is-falling-short-of-modern-slavery-reporting-rules-according-to-new-report/#post-1
https://www.thefashionlaw.com/shein-is-falling-short-of-modern-slavery-reporting-rules-according-to-new-report/#post-1
https://www.nzherald.co.nz/lifestyle/help-me-shein-shoppers-concerned-over-hidden-detail-in-clothing-tags/MU2IZNIVB6YM5JWOIRRTCHE5YU/
https://www.nzherald.co.nz/lifestyle/help-me-shein-shoppers-concerned-over-hidden-detail-in-clothing-tags/MU2IZNIVB6YM5JWOIRRTCHE5YU/
https://www.businessoffashion.com/news/retail/shein-spends-600000-on-us-lobbying-as-it-faces-washington-scrutiny/
https://www.ft.com/content/d24cdc53-3a3b-4fa8-97f9-5fb48989779d
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3.2.2  Examining Environmental Sub-risks

It’s evident that social risks, particularly 

human rights breaches and labor rights 

controversies, have received significantly 

more attention than environmental risks. 

Despite the severity of environmental 

events, they represent a lower percentage 

in comparison. This highlights the 

prioritization of addressing social issues 

within these companies’ operations.

SHEIN TEMU

Environmental Sub-risks (normalized)

Figure 5: Environmental sub-risks (normalized)
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SHEIN experiences extensive 

scrutiny, leading to a wealth of 

data on its practices. Conversely, 

TEMU, despite facing environmental 

controversies, has been less 

transparent about its environmental 

footprint, with Greenpeace reports 

highlighting this lack of clarity. This 

disparity underscores that SHEIN’s 

environmental impacts are more 

thoroughly documented than TEMU’s.

For SHEIN, concerns include lead 

contamination in products, resulting 

in recalls by Health Canada of toxic 

children’s jackets. Greenpeace’s 

analysis has also revealed hazardous 

chemical levels surpassing EU 

regulations. Additionally, SHEIN’s 

operations are criticized for their 

contribution to climate change through 

promoting overconsumption that leads 

to high carbon dioxide emissions, 

severe water pollution from textile 

dyeing, and substantial textile waste.

These environmental and health 

issues gained attention during SHEIN’s 

attempts to launch IPOs in the US and 

UK, spotlighting the company’s ethical 

and environmental practices. Despite 

SHEIN’s pledges to donate towards 

solving textile waste problems, critics 

label these actions as greenwashing, 

calling for significant alterations to 

its business model to address the 

underlying issues effectively.

https://www.greenpeace.org/international/story/64710/the-deals-behind-temu-its-hidden-environmental-price-and-climate-silence/
https://www.cbc.ca/news/business/marketplace-fast-fashion-chemicals-1.6193385
https://www.cbc.ca/news/business/marketplace-fast-fashion-chemicals-1.6193385
https://www.cbc.ca/news/canada/health-canada-recall-shein-kids-jacket-1.6279903
https://www.cbc.ca/news/canada/health-canada-recall-shein-kids-jacket-1.6279903
https://www.euronews.com/green/2022/11/25/shein-fast-fashion-giants-clothes-breach-eu-chemical-regulations-greenpeace-claim#:~:text=Greenpeace analysed the chemical composition,100 per cent or more.
https://www.euronews.com/green/2022/11/25/shein-fast-fashion-giants-clothes-breach-eu-chemical-regulations-greenpeace-claim#:~:text=Greenpeace analysed the chemical composition,100 per cent or more.
https://www.eco-stylist.com/environmental-impact-of-shein/
https://www.20minutes.fr/societe/3293167-20220519-shein-responsable-22-emissions-co2-adolescentes-francaises
https://time.com/6247732/shein-climate-change-labor-fashion/
https://www.greenmatch.co.uk/blog/is-shein-bad-for-the-environment
https://www.reuters.com/sustainability/sustainable-finance-reporting/analysis-shein-vows-cut-clothing-waste-can-ultra-fast-fashion-brand-really-2023-09-18/
https://www.cnbc.com/2023/11/27/shein-files-for-us-ipo-as-fast-fashion-giant-looks-to-expand-its-global-reach.html
https://www.cnbc.com/2023/11/27/shein-files-for-us-ipo-as-fast-fashion-giant-looks-to-expand-its-global-reach.html
https://www.greenpeace.org/international/story/54429/ultrafast-fashion-giant-shein-takes-greenwashing-to-new-low-charitywash/
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3.3  Supply Chain Dynamics: 
      SHEIN vs TEMU

While TEMU doesn’t have its own 

brand like SHEIN, it operates under 

a comparable business model. It 

acts as an intermediary, managing 

shipments for products it doesn’t 

manufacture. Despite their distinct 

approaches, both companies 

frequently engage in disputes, drawing 

attention to their 

supply chains. 

Additionally, 

policymakers 

often group them 

with similar firms, 

subjecting their fast 

fashion practices to 

heightened scrutiny.

Recent reports and incidents shed 

light on TEMU’s practices, including 

its engagement with suppliers 

previously rejected by SHEIN for 

substandard practices and allegations 

of evading responsibility for forced 

labor. We also detect TEMU’s legal 

battles with SHEIN, involving disputes 

These events highlight 

the growing scrutiny 

surrounding the supply 

chain practices of both 

SHEIN and TEMU. 

over supply chain arrangements and 

copyright violations, and a separate 

lawsuit filed by TEMU against SHEIN 

accusing it of coercive tactics against 

suppliers and allegedly intimidating 

its third-party suppliers and taking 

retaliatory actions against them for 

conducting business with TEMU.

These events highlight 

the growing scrutiny 

surrounding the supply 

chain practices of 

both SHEIN and TEMU. 

Senator Rubio’s call 

for an investigation 

into allegations of 

Uyghur slave labor 
usage by both companies, in addition 

to mentions of Congressional attention 

has also focused on these companies, 

with reports exposing violations of U.S. 

tariff laws and evasion of human rights 

reviews on imports, shedding light on 

systemic issues within their operations.

https://blog.traqo.io/chinas-temu-grabs-suppliers-ditched-by-rival-shein-over-factory-standards/
https://blog.traqo.io/chinas-temu-grabs-suppliers-ditched-by-rival-shein-over-factory-standards/
https://blog.traqo.io/chinas-temu-grabs-suppliers-ditched-by-rival-shein-over-factory-standards/
https://apnews.com/article/temu-shein-lawsuit-suppliers-copyright-426a85d855209b63eea72bbc7a03ade8#:~:text=In the lawsuit%2C Temu alleges,agreements to obtain copyright registrations
https://apnews.com/article/temu-shein-lawsuit-suppliers-copyright-426a85d855209b63eea72bbc7a03ade8#:~:text=In the lawsuit%2C Temu alleges,agreements to obtain copyright registrations
https://www.bloomberg.com/news/articles/2023-07-18/temu-accuses-fast-fashion-leader-shein-of-bullying-suppliers
https://www.bloomberg.com/news/articles/2023-07-18/temu-accuses-fast-fashion-leader-shein-of-bullying-suppliers
https://www.theverge.com/2023/12/14/24001274/temu-shein-lawsuit-ecommerce-merchant-intimidation-copyright-infringement-dmca
https://www.theverge.com/2023/12/14/24001274/temu-shein-lawsuit-ecommerce-merchant-intimidation-copyright-infringement-dmca
https://www.theverge.com/2023/12/14/24001274/temu-shein-lawsuit-ecommerce-merchant-intimidation-copyright-infringement-dmca
https://www.theverge.com/2023/12/14/24001274/temu-shein-lawsuit-ecommerce-merchant-intimidation-copyright-infringement-dmca
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Increasing sustainability awareness

We studied both ESG initiatives’ mentions associated with the brands, 

and we detected that over the analyzed time frame, SHEIN has been 

associated with significantly more initiatives in comparison to TEMU.

We analyzed the sustainability 

initiatives of these companies, finding 

that SHEIN’s efforts outpace TEMU’s 

significantly. 

SHEIN focused on circular economy 

practices, exemplified by partnerships 

like that with Queen of Raw to 

reuse excess industry inventory and 

TEMU vs SHEIN Initiatives (normalized)
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CSR  Strategy
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Figure 6: TEMU vs SHEIN initiatives (normalized)

https://www.forbes.com/sites/sharonedelson/2023/05/16/shein-partners-with-queen-of-raw-to-rescue-fashion-industrys-deadstock/#:~:text=Queen of Raw is about,a really active buying partner.
https://www.forbes.com/sites/sharonedelson/2023/05/16/shein-partners-with-queen-of-raw-to-rescue-fashion-industrys-deadstock/#:~:text=Queen of Raw is about,a really active buying partner.
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launches such as EvoluSHEIN and 

SHEIN Exchange, also boosting 

Product safety mentions, which 

promote recycled materials and 

resale of used products, respectively.

In contrast, initiatives related to 

atmospheric emissions are mainly 

concerned with reducing supply 

chain emissions by 25% by 2030, 

while climate change efforts 

include innovations with water-saving 

technologies and collaborations 

to avoid sourcing from forests and 

promote low-carbon, recycled textiles.

Social initiatives, though less frequent 

than environmental efforts, include 

a $70 million Supplier Community 

Empowerment Program and 

compliance monitoring, a community 

empowerment fund, and clothing 

drives supporting nonprofits.

3.4 Risks versus initiatives: 
      Focus on SHEIN

Initiatives Risks

Focus in SHEIN Risks vs Initiatives

Figure 7: Focus in SHEIN risks vs initiatives
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https://ww.fashionnetwork.com/news/Shein-launches-first-evolushein-collaboration-with-global-pop-star-anitta,1528553.html#:~:text=Dubbed 'EvoluShein x Anitta'%2C,packaging made with recycled content.
https://money.yahoo.com/shein-wants-ignite-cultural-movement-173504104.html
https://www.prnewswire.com/news-releases/shein-releases-2021-ghg-emissions-inventory-and-announces-plans-to-reduce-emissions-within-its-operations-301635410.html
https://www.prnewswire.com/news-releases/shein-releases-2021-ghg-emissions-inventory-and-announces-plans-to-reduce-emissions-within-its-operations-301635410.html
https://esgnews.com/shein-dives-into-sustainable-denim-with-water-saving-tech/
https://esgnews.com/shein-dives-into-sustainable-denim-with-water-saving-tech/
https://www.just-style.com/news/primark-shein-join-canopystyle-initiative-ahead-of-earth-day/
https://www.just-style.com/news/shein-makes-70m-commitment-to-empowering-supply-chain-workers/#:~:text=and development companies-,Shein makes %2470m commitment to empowering supply chain workers,%2C their workers%2C and families.
https://www.just-style.com/news/shein-makes-70m-commitment-to-empowering-supply-chain-workers/#:~:text=and development companies-,Shein makes %2470m commitment to empowering supply chain workers,%2C their workers%2C and families.
https://fashionunited.uk/news/business/shein-pledges-15-million-dollars-to-upgrade-supply-chain-factories/2022120566575
https://fashionunited.com/news/fashion/controversial-fast-fashion-retailer-shein-launches-10-million-dollar-support-fund/2021122244698
https://fashionunited.com/news/fashion/controversial-fast-fashion-retailer-shein-launches-10-million-dollar-support-fund/2021122244698
https://www.globenewswire.com/news-release/2023/04/12/2645506/0/en/Fashion-for-a-Cause-SHEIN-to-Launch-Clothing-Drive-to-Support-New-Circles.html
https://www.globenewswire.com/news-release/2023/04/12/2645506/0/en/Fashion-for-a-Cause-SHEIN-to-Launch-Clothing-Drive-to-Support-New-Circles.html
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3.4 Risks versus initiatives:
Focus on SHEIN

SHEIN’s Mentions with Supply Chain Regulations

Figure 8: SHEIN’s mentions with Supply chain regulations
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Throughout our analysis period, we 

noted that 2022 was a turning point for 

SHEIN’s sustainability efforts, sparked 

by several mentions of breaches 

related to the Modern Slavery Act and 

child labor allegations in the previous 

year, which subsequently increased 

the company’s sustainability-related 

mentions. 

By 2023, as SHEIN prepared for 

potential IPOs in the US and UK and 

with the release of a controversial 

documentary, the company faced 

heightened scrutiny, with more 

allegations surfacing in its supply 

chain concerning various acts and 

legislations, such as the Modern 

Slavery Act, Uyghur Forced Labor 

Prevention Act, and others. 

Despite these challenges, mentions 

of SHEIN’s ESG initiatives also rose, 

although they remained less prominent 

than risk-related mentions due to 

controversies typically gaining more 

attention online. However, from 2024 

to the present, we have observed more 

initiatives than risks, suggesting that, 

despite some acts and legislations 

being non-binding or not directly 

applicable to SHEIN, the potential 

reputational impacts drive the 

company toward positive change.

https://www.cbc.ca/documentaries/the-passionate-eye/how-ultra-fast-fashion-brand-shein-exploits-workers-and-gets-you-to-buy-more-according-to-new-documentary-1.6979791
https://www.cbc.ca/documentaries/the-passionate-eye/how-ultra-fast-fashion-brand-shein-exploits-workers-and-gets-you-to-buy-more-according-to-new-documentary-1.6979791
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Environmental Risks (normalized)
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Figure 9: Environmental risks (normalized)

3.4 Risks versus initiatives:
Focus on SHEIN

It’s worth noting that we’ve observed 

discussions linking SHEIN with the 

recent EU Corporate Sustainability 

Due Diligence Directive, also referred 

to as CSDDD or CS3D. These 

discussions underscore the view that 

governments should refrain from 

incentivizing fast fashion companies 

like SHEIN. 

As the CSDDD is expected to bring 

about significant changes, forcing 

businesses to identify, prevent, or 

mitigate adverse impacts of their 

operations on human rights and 

the environment. Notably broader 

in scope compared to previous 

legislation, this directive will apply 

to all companies operating in the 

EU that surpass a certain revenue 

threshold. Consequently, fast-

fashion retailers like SHEIN will face 

increased requirements to take 

action and ensure compliance.
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...raise questions about 

whether its efforts to 

improve practices are driven 

by the scrutiny associated 

with preparing for a public 

offering or by a sincere 

commitment to compliance 

with laws and regulations.

The absence of enforceable 

regulations allows companies like 

TEMU to continue operating, but 

SHEIN’s actions, particularly as 

it moves towards an IPO, raise 

questions about whether its efforts 

to improve practices are driven by the 

scrutiny associated with preparing 

for a public offering or by a sincere 

commitment to compliance with laws 

and regulations.

3.4 Risks versus initiatives:
Focus on SHEIN
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Conclusion

Supply chain-related controversies 
are undergoing significant scrutiny, 
emphasizing transparency and 
accountability. While non-binding 
frameworks provide guidelines, 
binding legislations mandate 
compliance, posing legal and 
reputational risks. Challenges 
persist, especially for smaller 
enterprises.

Our analysis underscores the 
dynamic landscape of supply 
chain regulations, ESG risks, and 
sustainability initiatives within the 
specialized retail sector, particularly 
in the fast-fashion industry, with a 
focus on SHEIN and TEMU, revealing 
a rise in both ESG initiatives 
and identified breaches. SHEIN’s 
proactive initiatives suggest a 

Request a demo here  

response to regulatory pressures. 

Additionally, our findings suggest 
that even without binding legal 
requirements, companies may still 
choose to comply to enhance their 
reputation or respond to heightened 
scrutiny.

The introduction of initiatives like 
the EU Corporate Sustainability 
Due Diligence Directive (CSDDD) 
is set to tighten regulations, 
increasing scrutiny and pressure 
on businesses to address supply 
chain controversies and ensure 
compliance. Stricter regulations 
are imminent, reinforcing the need 
for responsible business practices 
to navigate risks and drive positive 
change.

https://eu1.hubs.ly/H08tThq0



