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The EU Proposal for a Corporate Sustainability 
Directive in a nutshell 
EU COMMISSION PRESENTS DRAFT DIRECTIVE ON CORPORATE SUSTAINABILITY OBLIGATIONS 

Executive Summary 

 On Wednesday, 23 February 2022, the Commission of
the European Union (EU) presented a draft directive on
new corporate obligations to respect human rights and
protect the environment1.

 On the one hand, this proposal for an EU-wide specifica-
tion of corporate obligations goes beyond the previously
known additional transparency requirements for the re-
porting of non-financial targets2.

 On the other hand, both the envisaged scope of applica-
tion and the depth of regulation are even stricter than
the German Supply Chain Due Diligence Act of 16 July
20213.

 The EU Commission estimates the total number of ad-
dressees of the proposed directive at 13,000 companies
within the EU and 4,000 companies from third countries,
i.e. approximately 1% of all companies operating in the 
EU.

 Despite strong media criticism of this EU initiative more 
companies must now prepare for a further intensification 
of legal initiatives in the area of human rights and envi-
ronmental protection along international value chains – 
and get ready even earlier than planned to consistently
expand their compliance management systems and in-
ternal controls systems for further risk categories and ad-
ditional due diligence obligations.

1 „Proposal for a Directive of the European Parliament and of the Coun-
cil on Corporate Sustainability Due Diligence and amending Directive 
(EU) 2019/1937“EU 2022/0051 
2 E.g. EU Non-Financial Reporting Directive 2014 (NFRD) or the EU 
Sustainable Finance Disclosure Regulation 2019 (SFRD) 
3 See our GSK Update of 21.06.2021, available at: 
https://www.gsk.de/de/das-neue-gesetz-ueber-die-unternehmer-
ischen-sorgfaltspflichten-in-lieferketten/  
4 California Transparency in Supply Chains Act, Senate Bill No. 657, 
available at: https://oag.ca.gov/sites/all/files/agweb/pdfs/cyber-
safety/sb_657_bill_ch556.pdf; UK Modern Slavery Act, 2015 c. 30,   
https://www.legislation.gov.uk/ukpga/2015/30/contents/enacted;  LOI 

Background 

For over a decade now several countries have begun to 
require new corporate obligations, initially to respect hu-
man rights and eventually also environmental protection 
goals even beyond their own corporate borders. The in-
ternational trend towards statutory „supply chain compli-
ance“ regulations started in the U.S. federal state of Cali-
fornia as early as 2010, continued in the UK in 2015, in 
France in 2017 and in the Netherlands in 2019.4 Norway 
and Sweden have followed suit as has Germany in 2021.5  
A comparable EU-wide regulation had been expected 
since last summer but had been postponed twice without 
last in December 2021. 

The most significant differences against the German 
Supply Chain Due Diligence Act 

1. Corporate reach

In Article 1, the EU proposal explicitly addresses compa-
nies in the context of their complete value chains, i.e. it 
does not attempt any ultimately cryptic distinction be-
tween a corporation´s own business operations on the 
one hand and direct or indirect suppliers or business part-
ners on the other as is the case with the legal definition of 

n° 2017-399 du 27 mars 2017 relative au devoir de vigilance des socié-
tés mères et des entreprises donneuses d'ordre (1) 
(FR “Loi de Vigilance”),  
https://www.legifrance.gouv.fr/jorf/id/JORFTEXT000034290626/; Child 
Labour Due Diligence Law („NL Wet Zorgplicht Kinderarbeid“); 
https://www.eerstekamer.nl/behandeling/20170207/gewijzigd_voor-
stel_van_wet  
5 Norway: Prop. 150 L Lov om virksomheters åpenhet og arbeid med 
grunnleggende menneskerettigheter og anstendige arbeidsforhold 
(åpenhetsloven), adopted by the Norwegian Storting on 18.06.2021; 
Swiss: Code des Obligations / Obligationenrecht amendments from 
03.12.2021 (VSoTR) 

https://www.gsk.de/de/das-neue-gesetz-ueber-die-unternehmerischen-sorgfaltspflichten-in-lieferketten/
https://www.gsk.de/de/das-neue-gesetz-ueber-die-unternehmerischen-sorgfaltspflichten-in-lieferketten/
https://oag.ca.gov/sites/all/files/agweb/pdfs/cybersafety/sb_657_bill_ch556.pdf
https://oag.ca.gov/sites/all/files/agweb/pdfs/cybersafety/sb_657_bill_ch556.pdf
https://www.legislation.gov.uk/ukpga/2015/30/contents/enacted
https://www.legifrance.gouv.fr/jorf/id/JORFTEXT000034290626/
https://www.eerstekamer.nl/behandeling/20170207/gewijzigd_voorstel_van_wet
https://www.eerstekamer.nl/behandeling/20170207/gewijzigd_voorstel_van_wet
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the supply chain under section 2 V. of the present German 
Supply Chain Due Diligence Act. 

2. Applicability thresholds

EU-based companies with more than 500 employees and 
a global turnover of at least 150 MEUR per year fall within 
the scope of application just as companies from third 
countries with the same minimum number of employees 
and EU generated revenues of 150 MEUR per year in ac-
cordance with Article 2. I. a. and II. A. of the proposed EU 
Directive. 

The planned stipulation of even lower applicability thresh-
olds for companies from particularly risky industry sectors 
is very interesting. These are not described in general 
terms with particular risk drivers but are listed explicitly in 
article 2.I.b. of the proposed EU Directive. These sectors 
include textile manufacturers and traders, agricultural 
producers, forestry producers, food manufacturers and 
raw material producers (with the express exception of 
mechanical engineering companies). Companies operat-
ing in these risk industries fall within the scope of applica-
tion if they achieve minimum annual revenues of 40 
MEUR of which 50% are generated in at least one of the 
listed risk sectors.  With these envisaged statutory re-
quirements, the EU Commission estimates the total num-
ber of norm addressees at 13,000 EU companies and 
4,000 companies from third countries.  

On comparison, the German act in its current form stipu-
lates significantly higher and non-industry specific appli-
cation thresholds merely by the staff size criteria. Starting 

on 1 January 2023, corporations from Germany or from 
third countries operating in Germany with an inland work-
force of 3,000 or more employees will fall into scope. One 
year later companies with an inland workforce of 1,000 or 
more employees are set to follow.  

3. Climate change protection target

In order to combat the harmful effects of climate change 
article 15 of the planned EU Directive requires companies 
to reflect the 1.5-degree maximum global warming target 
of the Paris Climate Agreement in their business models 
and corporate strategies. The German act explicitely lists 
in section 2 III. environmental risks such as the prohibition 
of any use of mercury and persistent organic pollutants 
(POPs) or hazardous waste treatment but does not men-
tion the 1.5-degree target of the Paris Agreement at all. 

4. Civil liability

In contrast to the German act which in its section 3 III. 
aims to avoid civil liability expressis verbis the EU proposal 
explicitly mentions the term “liability” in article 1 I. b. and 
“civil liability” as the heading of article 22. This civil liability 
claim against companies can be triggered by active viola-
tions of the corporate due diligence obligations of the EU 
Directive. However, acts of omission – for example, inad-
equate prevention - can also cause civil liability. 

5. Executives´ duties

In addition to this attribution of responsibility to and lia-
bility of legal entities, executives or “directors”, i.e. all 
members of supervisory and management bodies in any 
legal and organizational form according to article 3 o. of 
the planned EU Directive – are subject to special personal 
due diligence duties (and associated individual liability 
risks) for monitoring and implementing the required sus-
tainability efforts in the corporate strategy. 

6. Integration in individual incentive schemes

In this context article 15 II. of the planned EU Directive 
provides that individual performance targets in variable 
compensation schemes must also be linked to individual 
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contributions of the respective executives to the corpo-
rate strategy, long-term goals and sustainability as such – 
i.e. a clear impact on the organizational responsibility of 
the corporate HR function that can not be derived from 
the German act in its current form. 

Implementation recommendations for companies 
  
Companies must take this EU legislative initiative very se-
riously and, irrespective of its final outcome, prepare for 
the direct binding effect of a potentially sharpened Ger-
man Supply Chain Due Diligence Act in Europe´s largest 
economy even sooner than potentially planned. Contrary 
to the loudly voiced concerns, the positive aspects of an 
EU-wide regulation of uniform standards for all market 
participants should also be acknowledged. The recent po-
litical events are also highlighting the benefits of a positive 
differentiation for companies that are genuinely commit-
ted to the protection of human rights and the environ-
ment – because ultimately, “sustainability” is not just a 
question of economic survival. With an equally effective 
and efficient risk-based approach, compliance can also be 
successfully managed in practice at small and medium-
sized companies with an appropriate sense of proportion. 
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