European Parliament Resolution on corporate Social Responsibility: a new partnership
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5.
Brief analysis/assessment of the resolution and requests made in it:
The Commission welcomes the European Parliament’s resolution. It includes significant areas of common ground and a number of interesting suggestions, which are in line with the Commission's policy on Corporate Social Responsibility (CSR). This concerns inter alia recommendations such as: the need to move the EU debate from processes to outcomes; the need for a multistakeholder approach; better integration of CSR into the Lisbon Strategy; the need for CSR to be integrated into education; or the support for the work of international organisations on CSR. The resolution recognises the Commission’s definition of CSR as being the voluntary integration of environmental and social considerations into business operations, over and above legal requirements and contractual obligations. The Commission also shares the view of the European Parliament that European companies have a major role to play in creating a more inclusive globalisation and achieving sustainable growth. It has always insisted on the need for a multistakeholder approach and remains open to the association of all stakeholders who wish to contribute to the uptake of CSR.

The position of the Commission on CSR is described in its Communication on CSR of March 2006. This Communication clarifies that CSR should be seen as voluntary action by enterprises that goes beyond legislative requirements. The Commission does not intend to propose the regulation or harmonisation of CSR at EU level, and has put the onus on enterprises, in association with other stakeholders, to implement CSR through their own initiatives. The challenge is for companies to maintain or improve their competitiveness, while acting in an environmentally or socially responsible manner beyond legal requirements.  The Communication identifies CSR as an important element of the European Growth and Jobs Strategy, particularly in terms of improving trust in business and contributing to objectives such as innovation and integrated labour markets.

6.
Response to these requests and overview of action taken, or intended to be taken, by the Commission:
Dissemination of good practices (paragraph 5): The Commission sees good practice exchange as a significant part of its CSR policy.  “Awareness-raising and best practice exchange” make one of the 8 priority areas identified for Commission action in its Communication on CSR of March 2006.  This will be implemented by a variety of means, such as the structured exchange of experience between Member States, high profile conferences, and financial support for projects on specific issues, including SMEs.

Establishing a list of criteria for responsible enterprises (paragraph 5): The Commission’s Communication reaffirms that companies who behave responsibly operate “in accordance with European values and internationally agreed norms and standards” and that the “strategic integration of CSR by European enterprises” includes enhanced dialogue with internal and external stakeholders. In line with its definition of CSR as a voluntary action by enterprises, large, medium-sized and small, the Commission is of the opinion that any further criteria could not satisfactorily cover the variety of CSR activities in Europe.

Consumer policy, advertising and unfair commercial practices (paragraphs 9, 34, 37): The Commission agrees that consumers can play a very important role in the further development of CSR, and indeed “consumer information and transparency” is one the 8 priority areas for Commission action on CSR. The review meeting of the Multistakeholder Forum in December 2006 further reinforced the need to focus on consumers.  The Commission funds civil society projects to develop consumer awareness.  The Unfair Commercial Practices Directive, which prohibits misleading and aggressive business-to-consumer commercial practices, provides that non-compliance by traders with a code of conduct may be considered as a misleading practice. The Directive must be transposed in Member States by 12 June 2007, and enters into force in December 2007.
European Alliance for CSR (paragraph 11): The Commission has given strong political support to the establishment of the European Alliance on CSR.  Following a call for proposals, it has also made a grant of €300.000 to CSR Europe for the coordination and implementation of some of the Alliance “laboratories”.  The Alliance is an opportunity to move the European agenda on CSR from processes to outcomes, in line with the recommendation in the Parliament’s resolution.  Since the Commission has given strong backing to the Alliance, the Alliance initiatives are expected to be consistent with the strategy defined in the Commission’s Communication of March 2006, including the stakeholder dialogue dimension of CSR.  However, the Alliance is a business-lead initiative, and the Commission does not intend to coordinate its activities.

Multistakeholder Forum (paragraphs 14, 17): The Commission continues to attach great importance to multi-stakeholder dialogue on CSR at European level.  A successful review meeting of the European Multistakeholder Forum was convened by the Commission in December 2006.  The Commission regrets the decision of a number of non-governmental organisations not to attend that meeting.  A second review meeting will be convened in the second half of 2008.  In the meantime, following a proposal made by the European Trade Union Confederation to the Multistakeholder Forum in December 2006, the Commission will convene regular technical level meetings of the Forum Coordination Committee through 2007 and 2008.  The Commission has recently expanded the membership of the Forum Coordination Committee to better represent investors, the academic and education community, and cooperatives.  For a number of years the Commission has financed projects to reinforce civil society capacities in the field of CSR. In 2006, it is funding 17 projects of this type for an amount of more than €3 million.

EMAS and Ecolabel (paragraphs 26, 30, 35): The Commission is currently preparing proposals for the revision of the EMAS and Ecolabel regulations, with the aim of making them known internationally as the benchmark for enterprises in terms of environmental performance management, either at company level (EMAS) or for a specific product or service (Ecolabel).  With regard to Ecolabel, the Commission intends amongst other things to cut red tape for enterprises when they apply for the European Ecolabel or when they apply for EU and national labels at the same time.  The revision of EMAS intends to make the scheme the most reliable indication to stakeholders and to national enforcement authorities that organisations comply with all relevant environmental legislation and continuously improve their environmental performance beyond legislation.

Social and environmental reporting (paragraph 27): Including social and environmental reporting alongside financial reporting through an amendment to the Fourth Council Directive 78/660/EEC on the annual accounts of certain types of companies may considerably increase cost and the administrative burden for companies and the Commission is not currently considering such a proposal.  Directive 2003/51/EC already requires the following: “To the extent necessary for an understanding of the company's development, performance or position, the analysis [in the annual report] shall include both financial and, where appropriate, non-financial key performance indicators relevant to the particular business, including information relating to environmental and employee matters.”  The Commission is currently examining to what extent Member States have implemented this option and whether there is a need for any activities (e.g. studies) to raise awareness of the importance of these rules.

Corporate governance and duties of company directors (paragraphs 29, 41): The Commission believes that CSR is closely linked to corporate governance. The Commission has adopted several rules and recommendations which aim at protecting the interests of shareholders - including those of minorities - as well as stakeholders. However, there are no measures foreseen to regulate directors’ responsibility regarding social and environmental effects of the company’s business.  There is great reluctance from stakeholders in general vis-à-vis possible EU initiatives on top of existing national legislations regarding directors’ liability, as was testified by the consultation the Commission organised in 2006 on the future priorities of the Commission's Action Plan on Company Law and Corporate Governance.
Redress for victims (paragraphs 32, 42): Community law (in particular Regulation Brussels I) guarantees access to the courts of the EU Member States for plaintiffs domiciled in non-EU (third) States.  For companies, the Regulation considers that they are "domiciled" in the EU when they have either their statutory seat, their central administration or their principal place of business in the EU (see art. 60).

Socially Responsible Investment (paragraphs 33, 57): The Commission recognises that the investment community is potentially a strong driver for CSR.  It is for that reason that the Commission has invited representatives of the investment community to join the Coordination Committee of the Multi-stakeholder Forum and is encouraging the participation of banks and other investors in Business CSR Alliance.

Public procurement (paragraph 39): The Commission is preparing a Communication on guidelines on the voluntary use of green public procurement, with the aim of increasing the quality and quantity of green public procurement, giving a strong signal to industry and boosting the market uptake of environmental technologies.  In 2004 the Commission already published a handbook on environmental public procurement.  Additionally, as part of the structured exchange of information on national CSR policies, the Commission has launched a study on policy initiatives by member states to facilitate sustainable public procurement.

Research (paragraphs 42, 55, 57): The Commission is currently financing 4 research projects on CSR under the 6th Framework Programme for a total amount of 3.5 million euros, which constitutes about 1.5% of the total budget for Social Sciences and Humanities in FP6.  Drawing on the conclusions of these research projects, the Commission plans to prepare a topic related to business in society issues for the 2009-10 Work Programme of the 7th Framework Programme.  There is also some room for CSR research in the 2007-8 Work Programme.  The Commission agrees that CSR research should not just focus on the “business case” of CSR, and is keen to explore further the impact of CSR at different levels as proposed in the resolution.  One of the CSR projects under FP6 analyses the impact of CSR-related international and EU regulations and policies on the behaviour of companies operating in third countries.  The international dimension of CSR will be further explored under the FP7.

Education: (paragraph 43): The Commission agrees on the importance of better integrating CSR into relevant education curricula.  To pursue the objectives mentioned in the resolution, the first priority will be to raise awareness and encourage the uptake of CSR in education and training and in the lifelong learning context by stakeholders in Member States using the support of the Commission programmes.  The Commission is considering support for pilot initiatives in the field of science and technology, and in entrepreneurship education and education and training that is relevant to SMEs.

Commission report on its social and environmental performance (paragraph 45): In 2006 the Commission published an Environmental Statement covering its own activities and operations for the years 2002-2004.  An updated statement for the years 2005-2006 is currently being prepared.  The environmental management system applied by the Commission also covers certain social issues, such as the supply of fair-trade products in Commission cafeterias and the donation of ICT equipment that is being replaced.  The Commission also publishes an annual report on the implementation of its action plan for equal opportunities between men and women.

Trade policy (paragraphs 47, 48, 49): The Commission is committed to ensure that its trade policy contributes to decent work and sustainable development, including through bilateral trade agreements. In this framework, it will also seek to promote CSR. Results will, however, also depend on the willingness of its partners to address these issues.  Commission Delegations are not considered as National Contact Points (NCPs) for the OECD Guidelines.  Nevertheless, Commission Delegations can assist in awareness raising and promotion of the OECD Guidelines, and the Commission is financing a project piloted by OECD Watch which aims at developing a model or a scheme for European National Contact Points.  The Commission is in regular contact with the fair trade movement and has followed the work undertaken by the EESC on this issue. In the context of GSP+, the Commission relies on its own judgements concerning beneficiary country progress in the implementation of the GSP+ conditionality (like the implementation of ILO core standards and other conventions on labour, human  rights or environmental standards), on the monitoring procedures and the expertise of relevant specialised monitoring bodies of the relevant international organisations.  This monitoring is done at a country, and not individual factory, level.  Also, the Commission has actively participated in the Kimberley Process (KP), of which it has taken over the Chairmanship on 1st January 2007.

Development policy and external assistance (paragraphs 42, 50): The European Commission will continue to pursue its dialogue with business on the role of CSR in developing countries.  In Africa the EU-SADC Investment Promotion Programme is now working to spread the concept of CSR among African companies. CSR issues have also been discussed with the European and African private sector during the EU Africa Business Forum in October 2006. One outcome is a request to the EC-funded Private Sector Enabling Environment Facility for support of the establishment of an African CSR Network.  The Commission also supports CSR related projects in other regions, such as through the Bangladesh Investment Climate Fund (€16 million) which amongst other things promotes environmentally and socially responsible business practices and the development of a business code of ethics.  The Commission is taking measures to align European Development Fund rules with those of the EU budget regarding the requirement for companies working on contracts funded by EC Development Assistance to respect the 8 ILO Core Conventions.  Under the European Instrument for Democracy and Human Rights (EIDHR), the Commission has supported a number of CSR-related projects in third countries.  The newly adopted Regulation of the EIDHR (2007-13) explicitly refers to the promotion of core labour standards and CSR. CSR is also covered in the context of some bilateral and regional programmes in the field of trade-related assistance and private sector development.

Promoting CSR amongst SMEs (paragraphs 51, 52): Support for the uptake of CSR amongst SMEs is one of the priority areas for Commission action identified in the Communication of March 2006 and an important reason for the backing the Commission gave to the CSR Alliance.  The Commission has facilitated the work of a European Expert Group on CSR and SMEs, whose report will be published in May 2007.  The report is addressed above all to CSR intermediary bodies, suggests ways of better encouraging and supporting CSR amongst SMEs, and identifies good practice in this field.  In parallel the Commission is co-financing 16 projects with different intermediary organisations to foster CSR amongst SMEs, and also cooperates with the EIC network to build the capacity of its members to advise SMEs on CSR.  The Commission intends to build on this momentum through, amongst other things, support for multistakeholder initiatives to promote CSR on a sectoral basis.  Concerning the appointment of a CSR Envoy as proposed in the resolution, the Commission will consider how to best organise its work on CSR so as to fully play its role of promoter of a wide CSR uptake by European companies. Promoting the uptake of CSR among SMEs also belongs to the tasks of the Commission SME Envoy.

International Framework Agreements between social partners (paragraph 53): In cooperation with the ILO, the Commission encourages the development of international framework agreements, negotiated with international trade union federations. These agreements have mainly been concluded by European companies that have a European Work's Council (EWC) and in major sectors, integrating aspects of sustainable development.  The Commission is currently preparing a Communication on transnational agreement as a follow-up to the proposal included in the Social Agenda for 2010.

Global dimension and global instruments (paragraphs 59, 60, 62, 65): The European Commission agrees with the European Parliament's emphasis on the promotion of CSR initiatives at international level.  A conference on the international dimension of CSR will be organised in December 2007, as suggested in the resolution, 5 years after the Johannesburg Summit.  The European Commission is following CSR work undertaken within a number of international initiatives, such as the UN (including the Global Compact and the work of the UN Special Representative for Human Rights and Transnational Corporations and Other Business Enterprises), ISO, OECD, ILO, and EITI.  The promotion of decent work at a global level is the main axis of cooperation with the ILO and an important dimension of the external action of the EU.  The Commission’s Communication on Decent Work (May 2006) reaffirms that codes of conduct and other CSR instruments should be based on instruments adopted at international level (ILO, OECD).  In 2007, the Commission intends to support financially the OECD programme on “Chinese and OECD Approaches to Encouraging Responsible Business Conduct.”  With regards to issues related to supply chain, the Commission recalls the OECD Investment Committee’s recognition that, in the absence of precise definitions of international investment in the OECD Declaration, there is scope for individual NCPs to make use of flexibility of interpretation to adapt to the particular circumstances that they have to examine in the context of each specific instance.

CSR in relations with third countries (paragraphs 63, 67):  The Commission has sought to raise awareness and promote the application of CSR abroad, including through its Delegations, and through its policy dialogue with third countries. For example, the Commission raised the issue of CSR in the 2006 Joint Commission with Bangladesh, and has worked with the Chinese authorities and other Chinese stakeholders to raise their awareness and understanding of CSR, with a particular emphasis on the textile sector. Political dialogue is a strong feature of the new European Neighbourhood Policy, which contains important commitments in the areas of respect for human rights, fundamental labour standards, and sustainable development, tackling corruption and increasing transparency.  Regarding Japan, an exchange of views and information on CSR was held between the Commission and the Japanese Government in 2005 under the Japan-EU Investment Framework.  The Commission will explore the possibility of including a discussion on CSR in the 2008 meeting of the industrial policy dialogue with Japan, and will enquire whether the business-lead EU-Japan Business Roundtable would be interested in addressing this issue.

International Organisation for Standardisation (paragraph 68): Although the Commission is not a member of the International Organisation for Standardisation, it is following closely the development of a guidance standard on social responsibility and will facilitate discussion between EU Member States on this issue.  The Commission agrees the resulting standard must be consistent with existing international standards and agreements.  The Commission points out, however, that the aim of the process is to produce a guidance standard and that by its very nature such a standard would not be certifiable.
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