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What does this mean for 
companies?

European 
Union Proposal 
for a Directive 
on Corporate 
Sustainability 
Due Diligence

This Directive establishes a corporate 
due diligence duty. Under the proposed 
Directive, certain companies will 
be required to identify and, where 
necessary, prevent, end or mitigate 
adverse impacts of their activities on 
human rights, such as exploitation of 
workers, and on the environment, such 
as pollution.
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EU companies:
Group 1: all EU limited liability companies with 
500+ employees and EUR 150 million+ in net 
turnover worldwide.

Group 2: EU companies operating in high 
impact sectors with more than 250 employees 
and a net turnover of EUR 40 million worldwide 
and more. For these companies, rules will 
start to apply 2 years later than for group 1. 
High impact sectors include: Manufacturers 
and wholesale trade of textiles, leather and 
footwear, agriculture, forestry, fisheries, 
manufacturers of food products, mineral 
resources extraction, manufacturers of basic 
metal products.

1. New rules 
apply to the 
following 
companies:

European Union Proposal

Non-EU companies active in the EU with 
turnover threshold aligned with Group 1 and 2, 
generated in the EU.

Small and medium enterprises (SMEs) are not 
directly in the scope of this proposal.
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• Improve corporate governance practices 
to better integrate risk management and 
mitigation processes of human rights and 
environmental risks and impacts

• Avoid fragmentation of due diligence 
requirements in the single market and 
create legal certainty for businesses and 
stakeholders as regards expected behaviour 
and liability

2. Aims of the 
Directive

European Union Proposal

• Increase corporate accountability for adverse 
impacts, and ensure coherence for companies 
regarding obligations under existing and 
proposed EU initiatives on responsible business 
conduct

• Improve access to solutions for individuals 
affected by adverse human rights and 
environmental impacts of corporate behaviour
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Company directors (any members of 
administrative, management or supervisory 
bodies within the company (pg. 53 of 
Directive)) will be responsible for setting up 
and supervising the implementation of due 
diligence activities. Directors must take into 
account the human rights, climate change and 
environmental consequences of their decisions. 
To comply with the rules, companies must 
perform the following due diligence activities:

• Integrate due diligence into company 
policies and values 

• Identify actual or potential adverse human 
rights and environmental impacts 

3. What is 
expected of 
companies?

European Union Proposal

• Develop and implement action plans to prevent 
or mitigate potential impacts 

• Establish and maintain a complaints procedure 

• Monitor the effectiveness of the due diligence 
policy and measures

• Publicly communicate on due diligence

• Provide appropriate support to SMEs which 
the company has established a business 
relationship with. Measures include development 
of individually or jointly dedicated websites, 
platforms and potential financial support. Other 
mitigation measures to reduce indirect impact on 
the SMEs are part of the obligations of companies  
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European Union Proposal

Group 1 companies need a plan to ensure that their business strategy is compatible with limiting global 
warming to 1.5 °C in line with the Paris Agreement. Companies can begin the move towards compliance 
with the proposed directive now by conducting an assessment of their current due diligence activities and 
identity potential existing weaknesses then establish policies to improve the current gaps. A risk and impact 
assessment can help companies find out which environmental and human rights topics should be prioritised.
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National administrative authorities appointed by EU Member States will be responsible for supervising these new 
rules and in cases of non-compliance, may impose sanctions such as compliance orders or fines. Victims will also 
have the opportunity to take legal action for damages that could have been avoided with appropriate diligence 
measures.

4. Non-
compliance

European Union Proposal
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Directive will complement various existing 
regulations such as: 

• Taxonomy Regulation -  a transparency 
tool designed to reduce the fragmentation 
in sustainable financing practices that 
exists throughout the EU and to prevent 
greenwashing in financial products.

• Directive 2011/36/EU on preventing and 
combatting trafficking in human beings and 
protecting its victims – a legal framework 
to effectively fight all forms of exploitation. 
Of relevance is forced labour, sexual 
exploitation, begging, slavery.

5. Consistency 
with existing 
policy 
provisions 

European Union Proposal

• Employers Sanctions Directive – the directive 
prohibits the employment of illegally staying 
non-EU/EEA nationals in order to fight illegal 
immigration. 

• Conflict Minerals Regulation – requires EU 
companies to source 4 minerals and metals 
from responsible and con conflict free sources 
and increase mechanisms for conducting due 
diligence.
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https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32020R0852&from=EN
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32011L0036
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32011L0036
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32011L0036
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX%3A32009L0052&qid=1645109593843
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32017R0821&from=EN


European Union Proposal

6. Conclusion

Nowadays, corporate social responsibility (CSR) 
and environmental, societal and governance (ESG) 
factors lie at the core of the business model. To 
overcome adverse effects such as unfair wages, 
forced labour, disregard of occupational health 
and safety standards, violation of privacy, product 
quality and product safety or deforestation and 
to enhance responsibility and sustainability, 
companies require systemic approaches and 
innovative organisational and technological 
solutions, such as data analytics that offer greater 
evidence-based monitoring and assessment 
opportunities, efficiency, and communication. Big 
data and data analytics are increasingly becoming 
a vital factor and resource for companies in the 
innovation of products, processes, services, and 
business models to manage their operations, 
supply chains and ESG. 

While big data and data analytics in the context 
of ESG is still in its infancy, it already provides 
several promises, which we at Trilateral Research 
are working towards. For example, it enables 
strategic planning in terms of sourcing and 
supply chain network design, as well as product 
design and development. Such enhancements 
lead to improved compliance, and stakeholder 
relationship. Moreover, by using advanced 

analytics, companies can study big data to 
understand the business environment and then 
connect these insights directly into their business 
processes in real time which is an important driver of 
innovation and a significant source of value creation 
it brings a competitive advantage.

In conclusion, the proposal establishes a corporate 
sustainability due diligence duty to address negative 
human rights and environmental impacts. For 
businesses these new rules will bring legal certainty, 
greater customers’ trust and employee commitment 
and better risk management and adaptability. For 
investors, they will provide more transparency. 
For consumers, they will have better protection of 
human rights and better access to justice for victims. 
The new rules will advance the green transition and 
protect human rights in Europe and beyond.

Link to the Proposal Directive can be found here. 

Factsheet on a Just and Sustainable economy can be 
found here.
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https://eur-lex.europa.eu/resource.html?uri=cellar:bc4dcea4-9584-11ec-b4e4-01aa75ed71a1.0001.02/DOC_1&format=PDF
https://ec.europa.eu/commission/presscorner/detail/en/fs_22_1147
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