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CSR: Irrelevant or Simply Ineffective?

o matter how you dice it, corporate social responsibility (CSR) can be difficult to implement—and

| \ | the lack of a single definition makes this even tougher. In Europe, CSR has become a mainstream

business practice and an intense area of focus for government and regulators. For some companies,

CSR means, “going green.” Others view CSR as a company’s commitment to promoting diversity and ethical

behavior that benefits society. As the concept continues to evolve, one thing holds true: CSR is still, primar-

ily, a voluntary initiative. This ebook will explore “true CSR” and will also look at how companies across

Europe interpret and address social responsibility and how they are preparing to meet the requirements of
the new European CSR directives.

Skepticism about companies” CSR programs has skyrocketed in recent years. One study,
“License III: The Effects of Corporate Social Responsibility and CEO Moral Identity on
Corporate Social Irresponsibility,” by Margaret Ormiston of the London Business School
and Elaine Wong of the UC-Riverside School of Business Administration, points out that
| for every five CSR actions a firm unveils, there is one act of corporate social irresponsibility.
| In other words, companies that rack up “moral credits” are more likely to engage in socially
irresponsible behavior toward the same stakeholders at some point.

British Petroleum (BP) is one such example. In 2008, the CEO of the oil giant, Tony
Hayward, touted that the company’s safety record is now one of the “best in the industry.”
Hayward invested time and resources to build a robust culture of safety and launched safety
training across the company. BP also received numerous sustainability and CSR-related awards around the
globe. Two years later, the Deepwater Horizon explosion occurred—the worst offshore spill in U.S. history.
According to reports, it seems that BP and its suppliers were “cutting corners” in health and safety concerns
and this accident “highlights the gap between messaging, perception, and reality for the CSR industry,” says
a GreenBiz report.

While some countries moved ahead and have engaged in CSR regulations, one problem continues to exist:
Mandating how much a company should donate/give back to society diffuses the purpose of charitable giving
and companies will now be focused on meeting legal requirements instead of building resilient communities.

This ebook analyzes regulatory hurdles on the horizon and how companies are dealing with the new CSR
changes. This is where the compliance officer comes into play. In“The Compliance Officer’s Role in Driv-
ing CSR Efforts” the author examines how the compliance officer can help take CSR messaging to a full-
compliant program. From benchmarking to providing ideas, the compliance officer ensures that all parties
are acting responsibly and in line with regulations.

Doing CSR Right: Measuring Success
o get CSR right, companies must first understand what it means. The article, “EU Companies Face CSR
Reporting Mandate in 2016” highlights the current state of the required reporting on CSR in Europe and
how this effort is actually reported and measured.

To keep up with an ever changing regulatory landscape, in 2011 the European Union updated its defini-
tion of CSR. The old: “a concept whereby companies integrate social and environmental concerns in their
business operations and their interaction with their stakeholders on a voluntary basis.” Now, the European
Union recognizes that “true CSR” must be aligned with internationally recognized principles and guidelines,
such as the Organization for Economic Cooperative Development guidelines for multinational enterprises,
the ISO 26000 Guidance Standard on Social Responsibility, and the United Nations Guiding Principles.

CSR remains a work in progress. The articles presented in this ebook outline the current state of social
responsibility and provide ways of how companies can use untapped resources such as the compliance of-
ficer to build a robust program. Looking ahead, implementing CSR that goes beyond the public image—and
what is required by law—while staying in compliance, is all it takes to truly make a difference in the world. m

Aarti Maharaj, Digital Content Editor
aarti.maharaj@complianceweek.com
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Is CSR Part of the Compliance Operation?

By Howard Stock

( :orporate social responsibility is big business in
Europe. In 2014, French energy company Elec-
tricite de France launched a €1.4 billion green

bond to fund renewable energy projects that would fur-

ther the company’s business ambitions. The issue was
twice oversubscribed, an indication of just how highly

European investors now value CSR initiatives at public

companies.

Given this focus by the market, companies are un-
derstandably eager to communicate the extent of their
CSR achievements. The question is, who should oversee
the reporting, communication, and implementation of a
company’s CSR programs? While some companies have
created a specific executive function to handle the role,
other companies consider CSR as under the purview of
compliance.

“We have seen quite a wide diversity of options,” says
Vincent Brenot, a partner at law firm August & Debouzy
in Paris who advises corporate clients on environmental
reporting issues. “CSR is handled either by the legal de-
partment, or the sustainable department or by a wholly
dedicated division of the company—there’s not one rule.”

British supermarket chain Wm Morrison Supermarkets
PLC has rolled CSR into the responsibilities of Stephen
Butts, head of corporate responsibility. Butts says Wm Mor-
rison’s CSR program is formally incorporated into all the
company’s governance structures. “Development and prog-
ress in our sustainability agenda are reported at the high-
est level to the Corporate Compliance and Responsibility
Committee (CCR),” he says.

The CCR performs an oversight, monitoring, and advi-
sory role for key areas of corporate governance and devel-
opment, including health, safety, environment, competition,
regulatory ethical compliance, and corporate responsibility.
Meanwhile, management is accountable for the development
and implementation of strategy, financial performance, re-
porting and control, risk management, and the development
of corporate policies and procedures for the group.

“Put simply, our corporate responsibility strategy is
our business strategy, which is to be fit for the future by
managing resources efficiently, minimizing our impact on
the environment, maximizing social benefit, looking after
our people, and providing great service for our customers,”
Butts says.

At a cosmetics company L’Oréal Group in Paris, Chief
Sustainability Officer Alexandra Palt reports directly to the
company’s CEO, with the support of a team of specialists
working in sustainability, compliance, operations, and oth-
er relevant areas. In keeping with Wm Morrison’s program,
the goal is to influence the business practices of every area of
L’Oréal’s business. “We believe that a sustainability strategy
can only be successful if it is part of all business decisions
made and as such, the responsibility of every employee,”
Palt says.

While the program doesn’t fall under the compliance
department’s direct responsibilities, compliance plays
a vital role in the success of I’Oréal’s program by pro-

viding vital support and feedback. “Compliance knowl-
edge can help to understand external expectations and
integrate them into the company’s overall strategy,” Palt
says. “Compliance managers work closely with the sus-
tainability teams to contribute to the group’s sustainable
development. We believe that sustainability is an essential

“Companies now see CSR as a tool with
which to communicate with their clients,
because customers are more and more
interested in CSR as they become more
concerned about environmental and
ethical standards.”

Vincent Brenot, Partner, August & Debouzy

part of today’s business. Consumers are more and more
interested in knowing about the impact of the products
they buy, not only on environmental aspects but also with
regard to social aspects. This is true across all industries
and sectors.”

Compliance is already intrinsically linked to CSR in Eu-
rope, and its role as a reporting entity is only likely to ex-
pand. Article L225-102-1 of the French Commercial Code
results from the 2001 NRE Act requires public companies
with over €100 million in revenues and/or 500 employees or
more to issue a social report, says Marie-Hélene Bensadoun,
a partner at August & Debouzy specializing in the labor side
of CSR. “It is therefore crucial to clearly identify the objec-
tives, the means, and resources employed to implement CSR
so as to determine which legal risks can arise and how to
tackle them. Legal advice has a major role in the develop-
ment of CSR,” she says.

Indicating how seriously French regulators take the is-
sue, CSR reports must be verified by an independent coun-
sel. “As this mandatory obligation is linked with the annual
accounts publication and business report establishment,
the responsibility of establishing the CSR report will logi-
cally be added to corporate compliance department,” says
Christophe Bourdel, a partner at law firm Granrut Avocats
in Paris.

Why the focus on France? Because what has been codi-
fied in French regulations for the better part of 15 years
is serving as a blueprint for CSR disclosure requirements
across the European Union, at least for public companies
with over 500 employees, but also banks, insurance compa-
nies, and other companies that are so designated by because
of their activities, size, or number of employees. It is esti-
mated that the new reporting regulations will affect more
than 6,000 entities across the European Union as member
states adopt the new requirements, with a deadline of April
2016.

Directive 2014/95/EU on disclosure of non-financial
and diversity information, which amends Accounting Di-



rective 2013/34/EU, will require large companies to dis-
close in their management reports information on policies,
risks, and outcomes regarding environmental social, and
employee programs, plus human rights, anti-corruption,
and bribery issues, and diversity in boards of directors,
which is intended to provide investors and other stake-
holders with a more comprehensive picture of a company’s
performance.

It doesn’t end there. EU Directives 2014/24 and 2014/25,
which both address procurement requirements, will require
that companies that contract with member states meet mini-
mum CSR standards. These also come into effect in 2016.
Furthermore, 79 banks in 35 countries have made demon-
strable CSR standards a key factor in their decision to make
capital available to companies. Known as the Equator Prin-
ciples and considered part of a risk management framework,
member organizations’ loans now account for over 70 per-
cent of international project finance debt in emerging mar-
kets, which focuses on the long-term investment potential
of infrastructure projects rather than the balance sheets of
their sponsors.

In effect, what started almost as a punitive measure
aimed at outing abusers of the environmental or workplace
standards has now become a badge of honor for the com-
panies keen to report the outcome of their CSR programs.
CSR reporting requirements were “just complying with
strict anti-corruption rules, or you cannot damage the en-
vironment beyond certain levels and so on. So the compa-
nies were trying to avoid criminal activities,” Brenot says.
“Companies now see CSR as a tool with which to communi-
cate with their clients, because customers are more and more
interested in CSR as they become more concerned about en-
vironmental and ethical standards.”

Indeed, “In Europe and globally, sustainability is be-
coming 1ncreasmgly more important, and consumers are
expectmg companies to act responsibly,” L’Oréal’s Palt
says. “According to studies, the young generation, the mil-
lennials, are concerned about economy, environment, and
health issues and want business to take measurable action
in all these domains of sustainability, in its widest economic
meaning. They also want to be an active part of the change,
together with businesses.”

A case in point, according to a report by index provid-
er MSCI, which examined the boards of more than 6,500
companies globally, public companies with women on their
boards are less likely to be hit by scandals such as bribery,
fraud, or shareholder battles. Careful to point out that it was
diversity that made the difference, not gender, MCSI notes
that the number of women on a board should be seen as “a
single data point in a matrix of progressive governance in-
dicators.”

Regardless of whether it is compliance or a specific CSR
function that handles implementation and reporting, CSR is
now an inescapable factor in doing business with consumers
and investors in Europe, says Bourdel. He recommends that
compliance at companies that have yet to set up robust CSR
programs take the initiative. And why wait? “CSR will one
day be a common standard,” Bourdel says, and that day is
coming soon. m

OFFICIAL JOURNAL OF THE EU

Below is an excerpt from the directive 2014/25/EU of the European
Parliament and of the Council, addressing procurement rules.

(1) In the light of the results of the Commission staff working paper
of 27 June 2011 entitled ‘Evaluation Report — Impact and Effec-
tiveness of EU Public Procurement Legislation’, it appears appropri-
ate to maintain rules on procurement by entities operating in the
water, energy, transport and postal services sectors, since national
authorities continue to be able to influence the behavior of those
entities, including participation in their capital and representation
in the entities" administrative, managerial or supervisory bodies.
Another reason to continue to regulate procurement in those sec-
tors is the closed nature of the markets in which the entities in those
sectors operate, due to the existence of special or exclusive rights
granted by the Member States concerning the supply to, provision
or operation of networks for providing the service concerned.

(2) In order to ensure the opening up to competition of procurement
by entities operating in the water, energy, transport and postal
services sectors, provisions should be drawn up coordinating pro-
curement procedures in respect of contracts above a certain value.
Such coordination is needed to ensure the effect of the principles
of the Treaty on the Functioning of the European Union (TFEU) and
in particular the free movement of goods, the freedom of establish-
ment and the freedom to provide services as well as the principles
deriving therefrom, such as equal treatment, non-discrimination,
mutual recognition, proportionality and transparency. In view of
the nature of the sectors affected, the coordination of procurement
procedures at the level of the Union should, while safeguarding the
application of those principles, establish a framework for sound
commercial practice and should allow maximum flexibility.

(3) For procurement the value of which is lower than the thresholds
triggering the application of the provisions of Union coordination,
it is advisable to recall the case-law of the Court of Justice of the
European Union regarding the proper application of the rules and
principles of the TFEU.

(4) Public procurement plays a key role in the Europe 2020 strategy,
set out in the Commission Communication of 3 March 2010 en-
titled "Europe 2020, a strategy for smart, sustainable and inclusive
growth’ ('Europe 2020 strategy for smart, sustainable and inclu-
sive growth’), as one of the market-based instruments to be used
to achieve smart, sustainable and inclusive growth while ensur-
ing the most efficient use of public funds. For that purpose, the
public procurement rules adopted pursuant to Directive 2004/17/
EC of the European Parliament and of the Council and Directive
2004/18/EC of the European Parliament and of the Council should
be revised and modernised in order to increase the efficiency of
public spending, facilitating in particular the participation of small
and medium-sized enterprises (SMEs) in public procurement and
to enable procurers to make better use of public procurement in
support of common societal goals.

Source: European Commission.
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The Compliance Officer’s Role in Driving CSR

By Howard Stock

s corporate social responsibility becomes the norm
Aacross Europe, it’s increasingly clear that companies

with more robust CSR programs also tend to have
better corporate governance than companies coming late to
the game. For compliance officers, involvement with their
company’s CSR program can be a key differentiator not just
in a company’s public image, but also how well it is run.

At Novo Nordisk, the Danish multinational pharmaceu-
tical company, with production facilities in seven countries
and affiliates or offices in 75 countries, compliance (known
at Novo Nordisk as business assurance) “facilitates” each
of the company’s departments at least every three years to
make sure they embody the company’s value system—the
so-called Novo Nordisk way—related to financial, social,
and environmental responsibility.

Scott Dille, project lead for corporate sustainability at
Novo Nordisk, explains that the procedure helps to build
a cohesive sense of community at a company whose opera-
tions span continents. “CSR challenges and successes are
extremely important for us to communicate internally, to
build this sense of pride and meaning, and really to put ac-
tion behind the corporate brand and our values,” Dille says.
“We find that the small things are equally important, espe-
cially when it comes to environmental responsibility. Even
though double-sided printing and remote light sensors and
automatic power-off on computers and printers are all small
things, when you’re a global organization of 40,000+ peo-
ple, they all add up.”

Beyond the cost savings generated by doing the right
thing, “When everyone is onboard it creates a trusting en-
vironment where we all know how we should behave, to-
ward each other and our external stakeholders,” Dille says.
“When everybody knows, and has seen demonstrated, that

Below are the Novo Nordisk Essentials, 10 statements describing
Novo Nordisk’s business philosophy, known as the Novo Nordisk
Way.

1. We create value by having a patient-centered business ap-
proach.

2. We set ambitious goals and strive for excellence.

3. We are accountable for our financial, environmental, and social

performance.

We provide innovation to the benefit of our stakeholders.

We build and maintain good relations with our key stakehold-

ers.

We treat everyone with respect.

We focus on personal performance and development.

We have a healthy and engaging working environment.

We optimise the way we work and strive for simplicity.

O We never compromise on quality and business ethics.

Gl o=

Swe~Ne

Source: Novo Nordisk.

the Novo Nordisk way is legitimate and nobody is above it,
even the CEO, it has meaning. From the shop floor to our
executive management, everyone definitely lives by that.”

Measuring Success

t Volkswagen Group, based in Wolfsburg, Germany,

Gerhard Pratorius, head of sustainability and political
communication, says one key challenge with CSR is figur-
ing out how the ongoing measurement and evaluation of sus-
tainability performance can be done in an objective manner
by transparent and comparable sustainability indicators—
especially important as annual CSR reporting is becoming
mandatory across Europe.

“We constantly fine-tune our concept, which is aimed
at ensuring that we recognize and manage at an early stage
the risks and development opportunities in the areas of en-
vironment, society, and governance at every step along the
value chain, and further improve our reputation,” he says.
But there are some hurdles. At a company with 12 distinct
brands, 118 production locations and more than 590,000
employees, Pritorius says an additional challenge is keeping
up with increasingly complex and expanding stakeholder
expectations.

Sustainable development is being recognized as a long-
term value driver, so CSR is a challenge that needs address-
ing. “We learned that our business is not only about horse-
power and torque, but about improving the quality of life
and about being fit for the future,” he says.

Pritorius adds that companies should make sure to com-
municate their CSR efforts loudly if they want to stay rel-
evant in an ever-more CSR-aware society. Because CSR is
now so important to brand identity, Volkswagen founded
a dedicated communications team whose sole responsibility
is summed up in its title: “Experience Communications and
CSR.”

Brigitte Dumont At Orange, a pan- European mo-
bile telecommunications products and services company
headquartered in Hatfield, United Kingdom, the notion
of CSR became a major part of the way the company is
governed about five years ago. While Orange had under-
taken CSR initiatives before that, management’s adoption
of CSR as a business objective has changed the face of the
company, and the number of people whose roles are dedi-
cated to CSR has doubled, says Brigitte Dumont, director
of CSR at Orange.

Required Reading
From a compliance perspective, Dumont says the Gren-
elle Act—known as Grenelle II—that passed into law in
France in 2012 determined that larger companies, such as
Orange, must report annually on 42 CSR-based indicators.
“However, because Orange had previously established a
CSR program that had already fulfilled the relevant criteria,
we were ahead of the curve,” she says.

Today, Orange has a clear-cut CSR strategy that address-
es its responsibilities toward society, customers, employees,
the environment, and its goals from both a responsibility and
compliance perspective to create shared value for Orange
and its numerous stakeholder groups across its 30-country



“Regulation in areas like CSR will continue
to increase, and companies will be subject
to even stricter reporting processes.”

Brigitte Dumont, Director of CSR, Orange

footprint. “The Orange board understood many years ago
that in order to create a sustainable business, Orange had
to make CSR integral to the company’s strategy,” Dumont
explains.

While Orange’s size means maintaining a companywide
CSR program is a challenge, it’s also an opportunity, Du-
mont says. “Orange has a CSR network with local repre-
sentatives in each market it operates in,” she says. “These
correspondents help to ensure that our initiatives are in line
with the challenges and sentiment of those markets.” This
means programs of specific interest to certain markets will
receive special attention, whereas the same issue won’t be at
the forefront of markets where the issue isn’t of local con-
cern.

“Societal thinking at a particular time will also determine
where we act,” she says. “Compliance helps us to benchmark
ourselves against the minimum required standards, which
we aim to exceed,” noting that prior to Grenelle II, Orange
was already exceeding its duties in the 42 indicators. “As
such, we just had to tweak our program in order to be fully
compliant.”

Orange’s CSR program remains a work in progress, es-
pecially since it uses numerous suppliers in order to run its
business. “We must also engage the needs of sub-suppliers
across the chain to ensure that each touch point is acting
responsibly and in line with regulations,” Dumont says. To
keep the program current, the company is actively engag-
ing stakeholders in its “Essentials2020” program, which ad-
dresses how the CSR strategy will look in practice for the
next five years. “Consultation is important as it helps us to
apply what the business can achieve in order to be respon-
sible,” Dumont says.

In order to ensure a CSR program doesn’t become un-
manageable, Dumont advises compliance officers to focus
only on the CSR initiatives that make sense to the indi-
vidual company and its stakeholders. “From a compliance
perspective, not all CSR requirements are relevant for ev-
eryone,” she says. “We need to be very sector-based if we
are to address the different challenges that different indus-
tries create. For instance, Orange may not need to allocate a
huge amount of resources to explain its water consumption
as, relatively speaking, we are not a large or even moderate
user. However, other areas are more important for us than
they would be in other sectors—energy consumption for
example.”

Once the plan is set, companies must be careful to
communicate the details of their programs, but again, not
to overreach realistic boundaries, which can pose a signif-
icant reputational risk. “The most important element here
is being totally transparent, rather than trying to market

a program in a more favorable way,” Dumont says. “We
have seen unfortunate cases where companies have ‘green
washed’ the realities of their exploits—they communicat-
ed way beyond the reality of what they were achieving.”

Lastly, Dumont advises compliance and CSR offices not
to go at it alone—work with industry groups and with peer
companies to develop meaningful common standards be-
tween different operators. Taking the initiative in this re-
gard can help stave off any potential negative impact from
what will likely be a slew of new CSR-related regulations
down the road. “Regulation in areas like CSR will continue
to increase, and companies will be subject to even stricter
reporting processes,” Dumont says, which demonstrates
just how much common ground compliance and CSR now
share.

CSR APPROACH

Creating Value for the Group and for Society

Below is an excerpt from Orange’s CSR program, which discusses
the key levers of the company’s CSR program.

At Orange, we move forward with the conviction that digital
technologies are a powerful lever for economic and social devel-
opment. The incredible potential for progress and innovation that
they bring about must be made available to as many as possible.
Orange's CSR policy is therefore built around this belief in shared
progress. Promoting the emergence of solutions that are at once
more inclusive, sustainable and collaborative, it introduces new
strategies to create value for society as a whole, and for Orange.
Incorporated into the Group's strategy, the CSR policy brings to-
gether all of its subsidiaries around three levers of sustainable
performance: trusted support for our customers, localized support
for economic and social development and supervision of our envi-
ronmental equation.

By listening constructively to our stakeholders, and backed by an
internal culture that fosters innovation, our commitment to corpo-
rate citizenship means that everything we do is for a single pur-
pose: using digital technologies to speed up progress for society.

Approach:

Trust, environment, economical and social development are the
key levers of our company responsibility. It would have no sense
without echoing people and society expectations. This is the rea-
son why we ground our CSR strategy on a structured and active
dialogue with all our stakeholders.

Furthermore our responsibility strategy relies on clear governance
principles asserted by the top management of the company. An
approach which has been this year reinforced by the publication of
a transparency report of the administration queries on customers
data.

Source: Orange.
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EU Companies Face CSR Reporting Mandate

In 2016, EU firms will have to file an
assessment of their environmental
and social impacts

By Bennett Voyles

4 I Two decades ago, “triple bottom line reporting” was

an idealistic concept bandied about the lecture halls

of more progressive business schools. Today sustain-
ability reporting has become the norm among some of the
world’s largest companies, albeit on a largely voluntary ba-
sis.

In 2016, social and environmental reporting will reach
another milestone: If all goes according to schedule, major
European Union companies will be required to file an an-
nual assessment of their social and environmental impact.

The EU Council’s 2014 directive imposes an obligation
on the roughly 6,000 companies in Europe that have 500+
employees to “report or explain” their performance on a
variety of sustainability matters. At the moment, EU Com-
mission analysts estimate that about 2,500 large companies
submit social and environmental information, but on a
purely voluntary basis.

The disclosures will be extensive. Each company must
provide detail on its overall sustainability police, employee
diversity, and environmental and social effects, plus data on
employee working conditions, the company’s respect for
human rights, and any corruption or bribery transgressions.
Companies will have to describe their policies in these areas
and the outcomes of those policies, or offer a persuasive ex-
planation of why they don’t have any policies.

“Previously, they would disclose the risks and if they had
any policies, but on a voluntary basis, while under the new
rules they will actually have to disclose what they are do-
ing, what’s their policy, and what kind of measures they take
to prevent, mitigate, and remedy any adverse impact,” says
Anil Yilmaz Vastardis, a lecturer in law at the University of
Brighton.

One area of significant uncertainty is how far down its
supply chain a company will need to document its environ-
mental and social impact. Vastardis says that the language
of the directive is vague on this score; the rule only specifies
that the company must disclose enough to present a clear
picture of the situation. “We don’t know yet how far down
they need to go,” she says.

If deep dives are required, that could be a mixed bless-
ing, according to Wim Bartels, global head of sustainabil-
ity reporting & assurance for KPMG in Amsterdam. “It’s
one of the most difficult areas, I think, in the sense of ac-
cess to information as well as control over improvements,”
he says. “At the same time, for a number of companies, it’s
also the part [of the requirements] that can have the highest
impact.”

Some clarification may arrive when the European Union
offers additional guidance in early 2016, when the new stan-

dards are supposed to take effect, but companies in each
member state will face their own particular concerns.

For example, the directive is neutral about whether coun-
tries require auditors to review the reports. The EU Council
agreed that the auditor must verify that the report exists,
but did not insist that the auditor assess its contents. The

“There will be a stronger relation between
the EU’s directive and the transparency
benchmark. They will probably change the
benchmark a bit to make it compliant with
the EU directive.”

Jos Reinhoudt, Senior Knowledge Manager, MVO
Nederland/CSR Netherlands

EU directive does permit member states to require an audi-
tor’s assessment, at their own discretion. The law is also
vague about the fines or other penalties in the event of non-
compliance.

Some countries will take a more activist line than others,
experts predict.

British companies may have an easier time adapting to the
new regulations than some other EU members, because the
United Kingdom may not go beyond the minimum mandate
of the European Union. “I know that the United Kingdom
was not very happy about these requirements. They’re not
opposed, but they weren’t very supportive,” Vastardis says.
The position of the U.K.’s Financial Reporting Council so
far has been “just disclose what is absolutely necessary and
nothing more,” she adds.

In the Netherlands, officials say that the new rules are
likely to be grafted onto the existing transparency bench-
mark of the Ministry of Economic Affairs. “There will be a
stronger relation between the EU’s directive and the trans-
parency benchmark,” says Jos Reinhoudst, senior knowledge
manager at MVO Nederland/CSR Netherlands, an agency
founded by the Ministry of Economic Affairs. “They will
probably change the benchmark a bit to make it compliant
with the EU directive.”

In markets where audits are not required and fines not
levied, activist groups may nominate themselves as prosecu-
tor. The new reports “will be a great tool for civil societ-
ies who are trying to hold companies accountable for their
human rights impact,” Vastardis says. “I think they will
scrutinize these reports in great detail. They will tear these
reports apart.”

Costs and Logistics
he most difficult part of the new regulations may be the
sections on human rights, anti-corruption, and brib-
ery, says Annise Maguire, a lawyer in the environment,
health, and safety practice of Willkie Farr & Gallagher in
Washington D.C. These sections will require significant



work as compliance officers figure out which tools they
should use to measure compliance and how much detail
they should report. Companies will be free to disclose the
information any way they like and to choose the guidelines
they consider most pertinent to their situation, such as the
UN Global Compact, ISO 26000, or the German Sustain-
ability Code.

Another uncertain variable is the cost of filing new de-
tails. CSR reporting is already a big expense. “Preparing
a good CSR report is quite a job,” Bartels says. In a larger
company, its preparation can keep four employees busy full-
time all year around, he says.

However, companies already serious about their volun-
tary reporting may not have that much more work to do.
The Global Reporting Institute suggests (perhaps to little
surprise) that companies already issuing G4 integrated re-
ports should have no problem complying with all aspects
of the directive, and EU press materials claim it will cost a
major company no more than €5000 euros per year.

“For pretty much every single company [the directive] is
going to apply to, it’s not going to be applymg from scratch,”
says Maguire. Most large companies are already familiar
with filing details about their environmental and social im-
pact. “If they have robust reports already, the amount of im-
provement those companies are going to need to do is prob-
ably going to be minimal.”

Will It Matter?

Given that CSR reporting in Europe has gone so far in
the last decade with persuasion, will the extra effort be

worth it? Observers have mixed opinions.

Even without compulsion, the filings of many firms have
improved dramatically over the past decade, according to
Reinhoudt, who has watched the Dutch transparency rank-
ing from its beginnings 11 years ago.

“Ten years ago, you’d read some snip-snap information
about, for example, new printing machines or new energy
fuel-efficient car or whatever, but nowadays, the best com-
panies really have a very good report with a good analysis
on materiality and about compliance with the law,” he says.

Yet Bartels sees some limits to an approach that relies on
volunteerism. The Dutch benchmark, for example, stimu-
lated companies in the beginning, he says, but he believes it’s
become less useful as it has matured.

“Now, companies just try to get higher on the bench-
mark ... If T answer this question or add additional infor-
mation, I get more points ... but when that starts to be an
objective on its own, it loses its value. It becomes a reporting
exercise. It doesn’t change your view, it doesn’t change your
strategy, it doesn’t change your behavior,” he adds.

Vastardis also notes that a voluntary report left compa-
nies with a lot of discretion about what they do or do not
disclose. “Because it’s been voluntary, companies could pick
and choose what they report, whereas now they have certain
minimum issues that they have to report,” she says. “They
will have to think about these issues in a more structured
way, not only just, “We are doing this social community
project’ or ‘We are dealing with this issue,” but in a more
methodical, more structured way.”

REVISED EIA DIRECTIVE

Below are some details on what the amended Environmental Im-
pact Assessment Directive hopes to achieve.

The newly amended Environmental Impact Assessment (EIA) Di-
rective (2014/52/EV) entered into force on 15 May 2014 to simplify
the rules for assessing the potential effects of projects on the en-
vironment. It is in line with the drive for smarter regulation, so it
reduces the administrative burden. It also improves the level of en-
vironmental protection, with a view to making business decisions
on public and private investments more sound, more predictable
and sustainable in the longer term.

The new approach pays greater attention to threats and challenges
that have emerged since the original rules came into force some
25 years ago. This means more attention to areas like resource ef-
ficiency, climate change and disaster prevention, which are now
better reflected in the assessment process. The main amendments
are as follows:

» Member States now have a mandate to simplify their different
environmental assessment procedures.

» Timeframes are introduced for the different stages of envi-
ronmental assessments: screening decisions should be taken
within 90 days (although extensions are possible) and public
consultations should last at least 30 days. Members States also
need to ensure that final decisions are taken within a “reason-
able period of time".

» The screening procedure, determining whether an EIA is re-
quired, is simplified. Decisions must be duly motivated in the
light of the updated screening criteria.

» EIAreports are to be made more understandable for the public,
especially as regards assessments of the current state of the
environment and alternatives to the proposal in question.

» The quality and the content of the reports will be improved.
Competent authorities will also need to prove their objectivity
to avoid conflicts of interest.

» The grounds for development consent decisions must be clear
and more transparent for the public. Member States may also
set timeframes for the validity of any reasoned conclusions or
opinions issued as part of the EIA procedure.

» If projects do entail significant adverse effects on the environ-
ment, developers will be obliged to do the necessary to avoid,
prevent or reduce such effects. These projects will need to be
monitored using procedures determined by the Member States.
Existing monitoring arrangements may be used to avoid dupli-
cation of monitoring and unnecessary costs.

Source: EU Council.




