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1.
Purpose of the Working Document

The purpose of this Working Document is to review the background to and content of the current Commission Communication, COM(2006)0136, and suggest some questions to encourage debate amongst speakers and MEPs at the forthcoming hearing of the Parliament's Employment and Social Affairs Committee. Necessarily, you may choose to focus on some of the issues raised, but it is hoped that this Working Document will initiate a constructive discussion to inform Parliament's ultimate response.

2.
Background and content of the Commission Communication 

The current Communication is the latest in a series of initiatives on CSR launched by the European Commission.
In July 2001 the Commission presented a Green Paper "Promoting a European Framework for Corporate Social Responsibility", COM(2001)0366. The aim of this consultation was to launch a debate about the concept of CSR and build a partnership for the development of a European framework for the promotion of CSR. 

Following the consultation process, the Commission produced a further Communication "Corporate Social Responsibility: A business contribution to Sustainable Development", COM(2002)0347. It listed measures to be taken in relation to increasing knowledge about the impact of CSR, developing the exchange of experience and good practices on CSR between businesses and Member States, developing CSR management skills and fostering CSR among SMEs. It also identified a number of areas where increased convergence and transparency would be desirable such as codes of conduct, management standards, labels and socially responsible investment. Finally, it accepted the suggestion of the Parliament's previous resolution (Howitt Report, PE 305.783) to set up the EU Multi-Stakeholder Forum on CSR. 

The Multi-Stakeholder Forum brought together representatives of business, trade unions and civil society with the Commission in a facilitating role in order to exchange good practice as well as seek to establish a common approach and identify and explore areas where additional EU action is needed. In its final report of 29 June 2004, the Forum made recommendations in relation to awareness raising, capacity building and ensuring an enabling environment for CSR. The Commission proposes to reconvene the Forum at regular intervals to review progress on CSR. 

The current Communication, COM(2006)0136, reflects on progress to date. It recalls that awareness, understanding and uptake of CSR have improved over the past few years and that initiatives by business and other stakeholders have moved forward the development of CSR in Europe and globally. Social dialogue, especially at sectoral level, and European Works Councils have played a constructive role in the development of CSR. 

It also highlights, however, that the uptake, implementation and strategic integration of CSR by European enterprises should be further improved. The role of employees, their representatives and their trade unions requires further enhancement and external stakeholders such as NGOs and consumers should play a stronger role. 

The Commission's aim is to make Europe a "pole of excellence" on Corporate Social Responsibility. In order to do this it proposes further measures. First of all, it gives greater political visibility to CSR by linking it to the re-launched Lisbon Partnership for Growth and Jobs. It invites European enterprises to "move up a gear" and to strengthen their commitment to CSR. In making the link with the revised Lisbon strategy, the Commission wishes to create a more favourable environment for all actors in CSR and to explore with all stakeholders the potential of CSR to contribute to the development of European societies. 

In this Communication, the Commission also announces its backing for a new European Alliance on CSR. The Alliance is a political umbrella for new or existing CSR initiatives by large companies, SMEs and their stakeholders. The Alliance will evolve around three main areas of activity - awareness raising, helping to mainstream and develop an open coalition of cooperation and ensuring an enabling environment for CSR.

There is also a discussion of how CSR can contribute to a number of public policy objectives such as more integrated labour markets and higher levels of social inclusion, investment in skills, life long learning and employability and improvements in public health, for example.

3.
Is this a genuine evolution in the European approach to CSR?

Despite two main innovations, i.e. clearly focussing CSR within the Strategy for Growth and Jobs in order to give it a higher political profile and lending support to the European Alliance for CSR, many elements of the Communication are not new.

Several commitments made by the Commission in the Green and White Papers, and the Multi-Stakeholder Forum, are repeated. These include:

· raising awareness and promoting the exchange of best practice

· supporting further research into CSR

· supporting CSR among SMEs

· integrating CSR into social, employment, environment, industrial and consumer policies

· reflecting CSR in trade and development policies

· incorporating CSR in training and development

· promoting awareness and implementation of OECD guidelines

There is, however, a lack of concrete action proposed by the Commission in relation to these principles, and a lack of clarity on how far these commitments have already been implemented.

In addition, in its previous resolutions on CSR, Parliament has called on the Commission to take a number of specific measures such as:

· producing a proposal for social and environmental reporting to be included alongside financial reporting

· producing a proposal on social labelling

· including a section requiring companies to provide information about social/environmental impact of their operations, at the next revision of the European Works Council Directive

· mainstreaming CSR in all policies

· introducing a corporate lobbyist public registration system

· promoting CSR throughout all services of general interest

· incorporating the notion and principle of CSR in the Employment Guidelines

· linking decent social, environmental and HR performance of companies to subsidies and public procurement policies.

· blacklisting to prevent the tendering for public contracts by EU companies responsible for bribery

None of these proposals have been included in the Commission's current Communication.

The Commission has stated that it is not going to pursue a regulatory approach to the promotion of CSR as it does not believe that, for example, Europe-wide standards or new reporting requirements at EU level would help to achieve the objective of encouraging business to step up its commitment to CSR.

However a key question must be to ask how far the European Commission has honoured its previous commitments on CSR, how far those commitments remain relevant today and which concrete actions Parliament should now ask the Commission to undertake?

Second, as the Commission has now apparently dropped any suggestion for methods of implementation of CSR or even systems for monitoring of voluntary initiatives, how can such an approach deal with the confusing proliferation of CSR initiatives or distinguish between companies seeking to enforce high standards of social and environmental responsibility and others who use CSR for public relations purposes but have little genuine commitment to the subject?

Third, if the Commission definition of CSR, that it is about getting companies to ‘move beyond the legal minimum’, is accepted, how does the debate deal with widespread evidence of non-compliance with local labour law both within the EU and by EU enterprises in third countries, and with actions by EU companies in third countries where governments fail to include internationally agreed standards, including important ILO conventions like those on trade union rights, into their own laws?

Fourth, if Parliament were still to commit itself to a mixed voluntary/regulatory approach, should it maintain its priority for mandatory reporting on social, environmental and human rights impacts for companies, and/or consider other issues of corporate accountability such as social and environmental duties for company directors or foreign direct liability (where a company can be taken to court in its home country, in cases of non-functioning court systems in the host countries)?

4. 
The link between CSR and Competitiveness

This new approach suggested by the Commission does seem to offer some new opportunities, and research evidence suggests that there is a link for economies as a whole between responsible business behaviour and wider economic success. However, it does beg the question how we deal with environmentally or socially irresponsible behaviour by businesses who perceive there to be no apparent (perhaps short-term) business case for action? Moreover, what is the link between some practices seeking to minimise cost such as relentless "lower prices, shorter lead times" purchasing/sourcing practices or in some cases anti-competitive behaviour and CSR policies?

5. 
European initiatives in the context of international action on corporate social responsibility.

The Communication is largely silent about EU action in the context of evolving international initiatives on CSR. Yet since the Commission's last Communication, the UN Global Compact has developed tighter rules for enforcement, the Global Reporting Initiative has moved to Europe and further developed, there has been implementation of the revised OECD Guidelines for Multinational Enterprises, the UN Council on Human Rights has appointed a Rapporteur on Human Rights and Business, and the World Summit on Sustainable Development has committed itself to intergovernmental initiatives on corporate accountability.

How far does the new approach risk losing European leadership in the international debate concerning CSR, and what new initiatives could the European Union take both to advance global action on responsible business practice and to better implement international approaches with respect to EU-based enterprises?

6. 
Moving from Process to Outcomes

A recent example from the World Wide Fund for Nature (WWF) researching the CO2 analyses of investment portfolios shows that many companies included on sustainability indices and SRI (Socially Responsible Investment) funds have a worse CO2 profile than those not considered worthy of inclusion on ethically screened funds. The companies in these indices and SRI funds are included by virtue of their CSR processes which still make no attempt to recognise and report their actual environmental impact.

Furthermore, the Commission Communication appears light in addressing the link between CSR and sustainable business practice, for example examining ideas such as ecological limits as the governing intelligence for business strategies or methods for decoupling value creation from non-renewable resource use.

This leads us to ask how could the European Union switch the CSR debate from process to outcome, for example with respect to clear global environmental degradation, loss of biodiversity and over-consumption of natural resources? 

7.
Assisting in the Success of the Alliance for Business and the CSR Multi-Stakeholder Forum

Although these initiatives are controversial with some stakeholders, can Parliament work with the Commission to encourage and support their success? For example CSR Europe, which is playing a key role in the Alliance, has produced a European Cartography on CSR, which clearly identifies Diversity and Health and Safety as two areas where there is far less innovation available compared to other CSR related issues. Parliament could consider giving priority to these areas in our own resolution.

In relation to the Multi-Stakeholder Forum, many participants agree that the "no fame, no shame" rule assisted an effective dialogue, but there were many complaints that the requirement for consensus in practice meant there could only be agreement on the lowest common denominator, and that disagreement was unsatisfactorily handled. How can this problem be solved to enable effective multi-stakeholder working at the European level? Moreover, how can small and medium sized enterprises be fully engaged in this process, without diluting the application of CSR to larger corporations?

8. 
Conclusion

Some critics would argue that whilst the debate on Corporate Social Responsibility has advanced dramatically in companies, in the Member States and internationally, that at the level of the European Union it has been a debate characterised by excessive caution, mistrust and disagreement.

The Rapporteur encourages all those debating the current Communication and Parliament's response to enter into the debate with an open mind, seeking to forge new understandings with different stakeholder groups, and recognising that the European Union can genuinely add value through its policies and programmes.

Members of the European Parliament should ourselves seek such a constructive approach in drawing up our own contribution to the next stage of this debate.
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