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Modern slavery in Supply Chains: Reporting Requirements.  

Modern slavery is a risk to business; a risk to brand reputation and public image; a risk 
in terms of legislation and compliance; a risk in terms of accidents and the potential for 
subsequent litigation.  Any, or all of these risks are integrated with a firm’s financial 
resources, either directly or indirectly.  Thus, the accounting profession has a significant 
role to play in assisting firms to identify issues, eliminate concerns, and in attesting 
compliance in fact and spirit to the Modern Slavery legislation. 

The Australian Federal Government Modern Slavery Act 2018 (Cth)1 requires firms with 
over $100 million revenue to publish annual statements: outlining their actions to address 
the risk of modern slavery occurring within their organisation. This Australian Government 
requirement is consistent with the (2011) United Nations formally endorsed Guiding 
Principles on Business and Human Rights (UN Guiding Principles) which require firms to 
respond to human rights impacts that are ‘directly linked to their products, operations or 
services’ (p.7).  This Act also applies to not-for-profit organisations. Firms outside the 
revenue limit requirements are encouraged prepare a voluntary statement.   

A supply chain is a network of suppliers in a horizontal management structure.  The use 
of technology across the supply chain can highlight the f irm’s (and its suppliers) purchase 
and handling activities and reduce the cost of resources both financial and 
human.  Supply chain technology provides the multinational (and suppliers) with short 
term opportunities for ‘just-in-time’ management; reduction in the asset ‘inventory’ and its 
associated management and handling costs.  Business activities 
drive all resources. Unsound management of resources (including human resources) 
within the supply chain may adversely impact on the organisation’s public image.  
  
For a multi-national corporation, its branding considerations, and the associated quality 
control and customer pricing decisions, encourage financial 
investment.  The investor is interested in the reports that identify the 
policies, procedures and outcomes reflecting the governance and stewardship of 
human resources under its control. 

The ultimate accountability and responsibility for management and reporting human 
slavery resides with the governing body – normally the Board of Directors.  The reporting 
requirements from Section 16 of the Act are outlined below.    

1. Identify the reporting entity. 

2. Provide details of the entity’s structure, operations and supply chain.  

3. Identify current and potential risks of modern slavery practices in the entity’ 
operations and supply chain, plus any risks in any entities owned or controlled by 
the reporting entity. 

4. Provide information on the actions taken to assess and address modern slavery 
risks, including the processes for due diligence and remediation. 

5. How the entity assesses if the actions taken above, are effective. 

6. The consultation process with any entity that the reporting entity owns, or controls. 

7. Any other information that may be relevant to assist in the accumulation and 

 
1 https://www.legislation.gov.au/Details/C2018A00153 
 

https://www.legislation.gov.au/Details/C2018A00153
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preparation of this information. 

The relationship between human trafficking and rights has drawn the attention of 
researchers, for example Martin et al., (2017, p. 31) suggested (a) social audits, with both 
internal and external auditors, and (b) management accountants, play a significant role 
in supply chain governance. Martin et al., (2017) also provide practical insights into the 
use of social audits to detect and eliminate human trafficking within supply chains. Boyle 
et al., (2012) also discussed an expanding role for the internal audit function, providing a 
series of practical steps to assist management in their Social Interaction Skills, and their 
strategic planning and risk management.  McPhail and Ferguson (2016) draw our 
attention of human rights in relation to international accounting standards, while (McPhail 
et al. 2016) highlighted human rights as a main topic of discussion in the academic 
literature.  Siddiqui and Uddin (2016) discussed human rights disasters and corporate 
accountability.  
 
To assist and also provide practical insights on the issue, the CPA Centre of Excellence 
for Social, Environmental and Governance requested  Dr Katherine Christ and Professor 
Roger Burritt of the University of South Australia, and the Australian National University 
respectively, to undertake research into Modern Slavery and its reporting.    
Their f indings suggest a Compass approach as a tool for management in the process of 
assessing, monitoring, and reporting Modern Slavery. Drawing very heavily on this 
research, the CPA suggests a practical approach to management, reporting and 
disclosure of anti-trafficking activities. 

In Diagram 1 we provide a diagrammatical overview of the relationship between Human 
Slavery Legislation and the organizational reporting requirements. 

This is then followed by Diagram 2, with more details of the Compass as a tool to assist 
in molding directors’ and management information systems.      

Figure 1. LINKING EXTERNAL REPORTING REQUIREMENTS TO THE 
ORGANISATION. 

 

 

Adapted from Raar et al., 2020. 
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Firms required to prepare a report, for Board approval will need to: 

a. Review their existing policies and systems to ensure modern slavery risks and 
mitigation measures are firmly included in the supply chain management system. 

b. Appoint staff to be accountable and responsible for modern slavery, including who 
will be responsible for preparing the report. 

c. Train staff. 
d. Undertake an internal audit and due diligence on the entire global supply chain.  

i) Ascertain if the firm has current victims. 
ii) Identify partners or suppliers to assist in review and certif ications, if 

required. 
e. Map the geographical locations of supply chain (reference below) 2 

i) Determine Country and Industry Risk. 
f. Identify and address specific current and potential risks. 

i) Consider international experiences and case studies to identify local and 
international risks.  Different countries may apply differing human 
trafficking legislation. 

ii) Determine financial impacts from crystallized risks, such as supplier 
changes, litigation, loss of reputation/business and remediation.  These 
would exclude planning and management costs, such as training and 
systems.   

g. Include the ability for parties to report suspicions of human slavery events or 
conditions which give rise to the possible risk. 

i) Revise the whistleblowing arrangements, including accessibility to 
possible victims, and ensure protection of the data and removal of 
obstacles to reporting. 

ii) Consider other legislative requirements for reporting, such as money 
laundering and terrorist f inancing, border controls, sanctions breaches, 
and criminal breaches, that may be linked to human trafficking.  

h. Monitor and measure effectiveness using performance measurement.  
i) Establish quantitative and qualitative measures, including medium and 

long-term lag indicators. 
ii) Link contractual obligations to satisfaction of due diligence reviews. 
iii) Link and manage strategic and tactical goal congruence to reduce any 

conflicts between management performance and remuneration,   e.g 
reduced wage costs to, or by subcontractors and their monetary returns.  

i. It is suggested that Australian firms flow chart their supply chains, including global 
subcontractors.  A Flow chart diagram can assist in ascertaining risk associated 
with specific regions, and industry related risk.  Suppliers can me mapped and 
geographical and areas of risk highlighted. Where feasible this can be compared 
to diagrams such as that of Smith LM ’Major flows of human trafficking worldwide’ 
(2016) https://goo.gl/otlj8m. 

 

 
 
 
 
 
 

 
2 January 2018.  China and the US Natural Resources Defence Council (NRDC) and the Institute of Public and Environmental Affairs (IPE) in China 

map linking multinational corporations to Chinese suppliers. 

https://goo.gl/otlj8m
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Supply Chain Performance and Evaluation  

 
The required operating information can be linked to the legislative requirements by the 
use of the compass tool provided below. 

Figure 2.  MODERN SLAVERY COMPASS TOOL 

 

Figure 2.  Five Key Elements of Modern Slavery Continuous Improvement Management 
System.  (From: Christ And Burritt 2019)

3 

ELEMENT 1. PRECONDITIONS 

1. Establish country risk and/or industry risk associated with the any type of 
human slavery, identif ied in the legislation and by the UN Guiding Principles 
on Business and Human Rights; 

2. Determine any past instances of modern slavery and the associated 

global/industry aspect. 

3. Was human slavery included in any past ESG audits, and if so what 
happened as a result? 

4. Detect any of any these past instances that are relevant to supplier 
contractors, codes and policies. 

5. Ascertain what happened to the employees/victims (if any) of past issues.  

6. Determine the financial relationships to past management and any key 
financial aspects arising out of past issues. For example, has the prior budget 
contained cost reductions and moved cheaper labour, vis a vis remediation 
and/or subsequent regulatory impositions. This information can be valuable 
input to integrate Modern Slavery management with financial report ing. 

 
3 The Elements and points outlined have been heavily drawn from Christ and Burritt (2019)  
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ELEMENT 2. CURRENT POSITION 

1.    Is there any country and/or industry risk applicable in this reporting period?   

2.   Check that policies, procedures are currently in place to assist in the 
management and reporting of human slavery in the supply chain. If not, these 
would need to be established (refer Element 3 below.  Responsibility for 
establishing, and monitoring the effectiveness of a system also needs to be 
firmly established. 

3.   Conduct a review in terms of stakeholder engagement, performanc e 
outcomes and determine any remediation action already taken, or to be 
taken.  

4.   Revisit the current system to determine where there may be gaps. 

 

ELEMENT 3.  WHAT DO WE DO NOW? 

 

1. Firmly establish a business plan that incorporates a modern slavery policy 
and system.   

a. identify key geographical intervals in the global supply chain map, 
from where the policy/system can be monitored and audited. 

2.          Determine application of the Australian regulation to these centres. 

a. Ascertain and list the key partner i.e. regulators, key 

suppliers/subcontractors necessary, support groups for victims. 

3.   Establish or revise existing human rights policies and/or due diligence plans . 

4.   Conduct education, training and engaging with workers, NGOs and suppliers;  

a. developing remediation plans, including a grievance mechanism 
to handle complaints; and  

b. deciding how, and by whom, within these sectors the information 
for company’s modern slavery statement will be prepared;4 

c. ascertain the location and relevant pay structure for the area and 
geographical location their activity within the supply chain; 

- use these to benchmark against the budgeted performance at 
the end of a period; 

d. assess the procurement of products used in the supply chain and any 
implications for modern slavery.  

 

ELEMENT 4: WHAT ACTIONS HAVE BEEN TAKEN? 

 

1. Establish and implement policies and channels for grievance for victims of 
modern slavery and whistle-blowers; 

2. Establish the internal stakeholders responsible for training and compliance 
with modern slavery for e.g. supply chain procurements, human resources 
procurement, training and wage allotments; 

 
4 China and the U. S. Natural Resources Defence Council (NRDC) and the Institute of Public & Environmental Affairs (IPE). 
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3. Classify suppliers by country and industry risk, introduce rules for 
management an exit of suppliers, if necessary; 

4. Implement performance and measurement requirements, education 

policies, human resource training and other chosen processes.  

  

ELEMENT 5: PLAN AND ASSESS ONGOING EFFECTIVENESS OF 
ACTIONS IN THE FUTURE   

 
1. In the ongoing continuous improvement of effective modern slavery management, 

the  
a.  actual indicators of performance, in terms of inputs e.g. number of    

victims, identif ied, number of suppliers audited, no of personnel 
trained, amount of money spent on modern slavery management;  

b. processes e.g. implementation of a management standard; 
c. outputs e.g. number of instances of modern slavery and their 

outcomes, results of audit in the supply chain. 
 
During the formation of continuous improvement of strategic plans and goals, and their 
congruent shorter-term objectives, if organisations can establish the specific human 
resources (qualitative and quantitative) required to achieve these goals, it may well 
reduce the risk of human trafficking in the longer term. Linking these goals with key 
performance indicators that meet governance and human trafficking requirements, may 
also assist in reducing any internal disharmony, while adding value to public image 
outcomes.    
 

 

Summary 

 

The CPA Australia has provided this information to assist f irms in complying with 

the modern slavery legislation.  It is provided as a general overview to draw attention 
to areas of concern only and is not intended to be an exhaustive set of processes 
for each and every firm to comply.  We trust due diligence is enhanced as a result 
of this paper. 

 
  



8 | Combating Modern Slavery in Supply Chains 

 

References:  

Andert, D. M. (2003). “An analysis of the changing role of corporate governance regarding the 
awareness, valuing, and utilization of human resource development  trends at the board of 
directors level of an organization: A descriptive, exploratory analysis ” (Order No. 3099653). 
Available f rom ABI/INFORM Collection. (305328140). Retrieved 
f rom https://search.proquest.com/docview/305328140?accountid=40355  
  
Arnold, D. (2010), “Transnational corporations and the duty to respect basic human 
rights”,Business Ethics Quarterly,  20 (3), pp. 371-399.  

Atkinson, A., Salterio, S. (2002), “Shaping good conduct: the search for more effective systems of 
corporate governance has created a unique opportunity for strategic financial management 
professionals”, CMA Management Hamilton. 7(10), pp. 19-23. 

Australian Government Public Consultation and Regulatory Impact Statement on “Modern 
Slavery in Supply Chains Reporting Requirement”, Available 
at:  https://apo.org.au/sites/default/files/resource-files/2017-08/apo-nid102711.pdf 
  
Boyle, Douglas M; Wilkins, Anne M; Hermanson, Dana R (2012).  “Corporate Governance: 
Preparing for the Expanding Role of the Internal Audit Function”, Internal Auditing, 
Boston,  27    (2). pp 13.18. 
  
China-Green-Suppy-Chain—Target-Gap (2018)   The Green Supply Chain Map Available 
at: https://www.supplychaindive.com/news/China-Green-Supply-Chain-Target-Gap-
Inditex/514105/http://wwwen.ipe.org.cn/GreenSupplyChain/Main.aspx 

Christ, K; Burritt. R. (2019) “Modern Slavery Compass:” a new tool to point business in the right 
direction”. Final Report for CPA Australia. 

Darragh, R. (2011). “Disclosing in on social policy perfection?” Compliance Week, 8(94), 14-
14,73. Retrieved from https://search.proquest.com/docview/923608265?accountid=40355 

Gibbons, S. (2016). "A Clear Statement." Employers' Law: 20-21. Retrieved f rom: 
https://search.proquest.com/docview/1777745679?accountid=40355. 

Gold, S., Trautrims, A., & Trodd, Z. (2015). “Modern slavery challenges to supply chain 
management”. Supply Chain Management, 20(5), 485-494. Retrieved 
f rom https://search.proquest.com/docview/1698360108?accountid=40355. 
  
Governance Institute (2017)  https://www.governanceinstitute.com.au/knowledge-
resources/publications/governance-directions/issue-10/moving-beyond-modern-slavery-
statements-performing-human-rights-due-diligence/ 

IFAC (2008-2011) Published the results and recommendations of their research ef forts relating 
f inancial reporting, to supply chain management and governance. Refer also:  
https://www.ifac.org/global-knowledge-gateway/ethics/discussion/new-and-important-role-
professional-accountants-assessing 

ISO 14001: Free  Checklist for Environmental Management System.  Environmental Management 
System Available at: https://nimonikapp.com/public_templates/64979-iso-14001-2015-free-
checklist-environmental-management-system. 
  
Lebaron, G.,  Lister, J. (2015). “Benchmarking global supply chains: The power of the 'ethical 
audit' regime”. Review of  International Studies, 41(5), 905-924. 
doi:http://dx.doi.org/10.1017/S0260210515000388 Accessed 11.1.2018 Available 
f rom: https://www.researchgate.net/publication/284805957_Benchmarking_global_supply_chain
s_The_power_of_the_'ethical_audit'_regime [accessed Jan 11 2018]. 
  

https://search.proquest.com/docview/305328140?accountid=40355
https://apo.org.au/sites/default/files/resource-files/2017-08/apo-nid102711.pdf
http://wwwen.ipe.org.cn/MapBrand/Brand.aspx?q=6
https://www.supplychaindive.com/news/China-Green-Supply-Chain-Target-Gap-Inditex/514105/
https://www.supplychaindive.com/news/China-Green-Supply-Chain-Target-Gap-Inditex/514105/
http://wwwen.ipe.org.cn/GreenSupplyChain/Main.aspx
https://search.proquest.com/docview/923608265?accountid=40355
file:///C:/Users/jeanraar/Library/Containers/com.apple.mail/Data/Library/Mail%20Downloads/48F06284-36C3-40FD-87E2-5E57DE4210AB/.%20Retrieved%20from:%20https:/search.proquest.com/docview/1777745679%3faccountid=40355
file:///C:/Users/jeanraar/Library/Containers/com.apple.mail/Data/Library/Mail%20Downloads/48F06284-36C3-40FD-87E2-5E57DE4210AB/.%20Retrieved%20from:%20https:/search.proquest.com/docview/1777745679%3faccountid=40355
https://search.proquest.com/docview/1698360108?accountid=40355
https://www.governanceinstitute.com.au/knowledge-resources/publications/governance-directions/issue-10/moving-beyond-modern-slavery-statements-performing-human-rights-due-diligence/
https://www.governanceinstitute.com.au/knowledge-resources/publications/governance-directions/issue-10/moving-beyond-modern-slavery-statements-performing-human-rights-due-diligence/
https://www.governanceinstitute.com.au/knowledge-resources/publications/governance-directions/issue-10/moving-beyond-modern-slavery-statements-performing-human-rights-due-diligence/
https://www.ifac.org/global-knowledge-gateway/ethics/discussion/new-and-important-role-professional-accountants-assessing
https://www.ifac.org/global-knowledge-gateway/ethics/discussion/new-and-important-role-professional-accountants-assessing
https://nimonikapp.com/public_templates/64979-iso-14001-2015-free-checklist-environmental-management-system
https://nimonikapp.com/public_templates/64979-iso-14001-2015-free-checklist-environmental-management-system
https://www.researchgate.net/publication/284805957_Benchmarking_global_supply_chains_The_power_of_the_'ethical_audit'_regime
https://www.researchgate.net/publication/284805957_Benchmarking_global_supply_chains_The_power_of_the_'ethical_audit'_regime


9 | Combating Modern Slavery in Supply Chains 

 

Magnan, G.M., Fawcett, S.E., Alcantar, T.N. & Henshaw, K.  2011), “On supply chains and 
reputation risk: tracking changes in supplier codes of conduct ", International Journal of  
Procurement Management, Vol. 4 No. 6, pp. 567 - 588 .  

Martin, H. M., Smith, K. T., & Smith, L. M. (2017). “Using social audits to detect and eliminate 
human trafficking in corporate supply chains”. Internal Auditing, 32(1), 31-38. Retrieved 
f rom https://search.proquest.com/docview/1874373602?accountid=40355  
  
McPhail, K., Adams C.A. (2016) "Corporate respect for human rights: meaning, scope, and the 
shifting order of discourse", Accounting, Auditing & Accountability Journal, 29 (4), pp.650-
678, https://doi.org/10.1108/AAAJ-09-2015-2241 

McPhail, K., Macdonald, K., & Ferguson, J. (2016). “Should the international accounting standards 
board have responsibility for human rights?” Accounting, Auditing & Accountability Journal, 29(4), 
594-616. Retrieved from https://search.proquest.com/docview/1787932472?accountid=40355 
  
McPhail, K. & McKernan, J. (2011), “Accounting for human rights: an overview and 
introduction”, Critical Perspectives on Accounting, 22 (8), pp. 733-737.  

McPhail, K., Islam, M.A. & Huddle, S. (2014), “The United Nations guiding principles on business 
and human rights: putting accounting for human rights into practice”, La Trobe University and 
CAANZ, Melbourne. 

Modern Slavery Bill UK (2015), Available at: 
http://www.legislation.gov.uk/primary+secondary?title=Modern%20Slavery  

 (accessed 6 May 2020).  

H.R.3226 - Business Supply Chain Transparency on Trafficking and Slavery Act of 2015114th 
Congress (2015-2016)B The International Association of Human Trafficking Investigators 
(IAHTI2018 Conference) see http://www.iahti.org/training/ 

Raar, J., Barut, M. and Azim, M. (2020), "The challenge: Re-steering accountability concepts to 
incorporate biodiversity management and reporting", Sustainability Accounting, Management and 
Policy Journal, Vol. 11 No. 1 pp1 -30. 
 
Sikka, P. (2011), “Accounting for human rights: the challenge of  globalisation and foreign 
investment agreements”, Critical Perspectives on Accounting, 22 (8), pp. 811-827.  

Siddiquimn J. & Uddin S., (2016), "Human rights disasters, corporate accountability and the 
state: Lessons learned from Rana Plaza", Accounting, Auditing & Accountability, 29 (4 pp. 679-
704.   
  
Sinkovics, N., Hoque, S.F & Sinkovics, R.R.,(2016)  “Rana Plaza collapse aftermath: are 
CSRcompliance and auditing pressures effective?” Accounting, Auditing & Accountability 
Journal, 29(4).pp 617-649.   
  
Varma, V. S; Patel, A. (2012). “Enhancing Audit Committee Independence in Corporate 
Governance: An Alternative View of Appointment and Reporting Structure.” International Journal 
of  Business Ethics in Developing Economies; New Delhi , 1 (1), pp.43-62.  

Williams, J. J., Seaman, A. E.  (2014) “Does More Corporate Governance Enhance Managerial 
Performance? CFO Perceptions And The Role Of Mindfulness”,  Journal of Applied Business 
Research; Laramie Vol. 30, Iss. 4, pp. 989-1002. 

United Nations formally endorsed Guiding Principles on Business and Human Rights  (2011) 
Available at:  https://www.unglobalcompact.org/library/2 

 

 

 

https://search.proquest.com/docview/1874373602?accountid=40355
https://doi.org/10.1108/AAAJ-09-2015-2241
https://search.proquest.com/docview/1787932472?accountid=40355
http://www.legislation.gov.uk/primary+secondary?title=Modern%20Slavery
http://www.iahti.org/training/
file://///insight/search%253fq=Jean%20Raar
file://///insight/search%253fq=Meropy%20Barut
file://///insight/search%253fq=Mohammad%20Istiaq%20Azim
https://www.emerald.com/insight/publication/issn/2040-8021
https://www.emerald.com/insight/publication/issn/2040-8021
https://search.proquest.com/pubidlinkhandler/sng/pubtitle/Journal+of+Applied+Business+Research/$N/30135/OpenView/1555715122/$B/CB71ACBF1E10429CPQ/1;jsessionid=A9EB48B83D3A503699EBC63169E02244.i-022d1d394f1c55181
https://search.proquest.com/pubidlinkhandler/sng/pubtitle/Journal+of+Applied+Business+Research/$N/30135/OpenView/1555715122/$B/CB71ACBF1E10429CPQ/1;jsessionid=A9EB48B83D3A503699EBC63169E02244.i-022d1d394f1c55181
https://search.proquest.com/indexingvolumeissuelinkhandler/30135/Journal+of+Applied+Business+Research/02014Y07Y01$232014$3b++Vol.+30+$284$29/30/4;jsessionid=A9EB48B83D3A503699EBC63169E02244.i-022d1d394f1c55181
https://www.unglobalcompact.org/library/2


10 | Combating Modern Slavery in Supply Chains 

 

Legal notice   
 © CPA Australia Ltd (ABN 64 008 392 452) (‘CPA Australia’), 2020. All rights 
reserved.   
 The reproduction, adaptation, communication or sale of these materials (‘the 
Materials’) is strictly prohibited unless expressly permitted under Division 3 of the 
Copyright Act 1968 (Cth). For permission to reproduce any part of these materials, 
please contact the CPA Australia Legal Business Unit - legal@cpaaustralia.com.au.    
 
DISCLAIMER CPA Australia Ltd has used reasonable care and skill in compiling the 
content of this material. However, CPA Australia Ltd makes no warranty as to the 
accuracy or completeness of any information in these materials. The publishers, 
authors, editors and facilitators are not responsible for the results of any actions on the 
basis of information in this work, nor for any errors or omissions. They expressly 
disclaim all and any liability to any person in respect of anything and the consequences 
of anything, done or omitted to be done by any such person in reliance, in whole or part, 
on the contents of this publication. The views expressed in this work are for reference 
purposes only and are not intended, in part or full, to constitute legal or professional 
advice. Further, as laws change frequently, all practitioners, readers, viewers and users 
are advised to undertake their own research or to seek professional advice to keep 
abreast of any reforms and developments in the law. 
 
 

  
 

  
  

  

mailto:legal@cpaaustralia.com.au

