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Ref. Ares(2022)3170476 - 22/04/2022

     

Minutes – Sustainable Corporate Governance initiative. Date: 23/06/2021 
H&M –

  

DG GROW – Unit G2: 

 Unit A2: 

 

 
H&M shared its experience on Due Diligence (DD):  
 
x  As a process is critical to know where the risk is (to people, environment and company). 
x  Early adopters of UNGPs, internal and external education efforts and capacity builiding.  
x  The group has a risk-based approach, salient risks identified.  
x  Complexity of value chains should be considered. 
x  Good stakeholder engagement is crucial. 
x  Child labor has mostly been addressed, a lot of progress already - started with auditing and capacity 

building in third countries. 

x  Environmental goals: 100% circular and climate positive by 2030. Have signed Green Pledge (DG 

JUST initiative) 

x  Published suppliers list online - good for scrutiny and transparency. 
x  Governance is key. Senior managers are also part of sustainability.  
x  Greatest challenge - the value chain far from the company. Difficult to trace all supply chain. Good 

stakeholders engagement is important during the process 

x  Root causes need to be tackled by governments, trade policy  
x  Working with suppliers on the ground, aligning with other actors. 
 
With reference to the Sustainable Corporate Initiative, the following points were addressed: 
 
About due diligence: 
H&M is in favour of EU framework 
Scope: Important to apply to everyone, but be flexible on how to implement it.   
SMEs to be included proportionally. Minimum standards should be there but no overwhelming 
administrative burden. SMEs would be helped by smart mix approach. 
Environmental risks: It should be included but limited to certain risks (climate, biodiversity). It should be 
practical and aligned with global existing frameworks.  
Liability: It is not clear how it could work, it should not be unbalanced.  Prefer Regulation as instrument 
to ensure harmonization of fines. 
Complementary measures: They are necessary:  having a smart mix as outlined in the UNGPs. 
Companies cannot tackle systemic issues; the law should foster third country governments. Need for 
public private collaboration. Institution building is crucial. Focus to address impact on the 
ground.  Industry initiatives are important (they are extremely helpful for SMEs).  
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Minutes – Sustainable Corporate Governance initiative. Date: 25/06/2021 
FESI - Federation of the European Sporting Goods Industry. 

(FESI), 

 (ADIDAS). 

DG GROW – Unit G2: 

 

1.  Harmonised EU approach 

FESI supports a mandatory due diligence (DD) legislation, not only to avoid fragmentation of the internal market 
but also to ensure harmonization-therefore, a Directive is not a good option.  Suggested to follow Art 114 TFUE as 
legal basis instead of incorporating it to the corporate / business law framework. The DD proposal and the one on 
directors duties should be separated.  

Key issues were mainly referred to rules on DD: 

1.  Based on existing standards (UNGP, OECD GUIDELINES). Follow DD in UNGP:  it is an obligation of process, not 

result. It highlights different degrees of responsibilities according to the level within the supply chain. 
Obligations are built according to companies leverage and are focus on preventing instead of remediating. 

2.  Smart mix approach. States have primary responsibility and companies should not be liable for lack of 

governmental action, thus, development aid is important to improve situation on the ground, capacity 
building, make labour inspection of the country etc. The industrial schemes should be recognised as many 
companies have already invest on standards,  and those schemes are very helpful for SMEs to perform DD. 

3.  SMEs should not have the same DD process as big companies. SMEs are not ready to start investment on DD, 

would need a longer transition period, a lot of support, guidance (sectorial) and financial help on how to 
conduct DD. There must be legal clarity of what is expected from them. It should be have risk-based approach 
according to sectors, specifities, etc. Assisting SMEs to implement instead of punishing them.  

4.  Horizontal approach with guidelines to address sector specificities. 
5.  Scope: Employees number of the German law is very critical, some foreign players will be out the scope. It 

represents a competitive disadvantage.  

6.  Environmental elements: This initiative should be focus on HR standards, mainly labour related.  

o  The adverse impact of environmental elements is not fully developed; there must be clarity to know 

what it is needed to comply with.  

o  Technical expertise of environmental assessment would increase costs; environmental team is 

different of DD even if the process is very similar. 

7.  Liability: Companies should not be responsible if they do not operate in developing countries. There is risk of 

companies being responsible for something is nor under their control, companies may be liable for everything. 
From Adidas’ experience, it is important to have written evidence. Examples of Uzbekistan (government and 
industry – forced labour), Bangladesh (Adidas retired from the country due not respect to labour and safety 
standard), Myanmar (complicated and careful approach due military situation), Cambodia (there are ILO 
programs on the ground). 

8.  Competitiveness globally:  Apply the same obligations for third countries companies in the EU market. 

Considering the market share not only the size of companies. Important also consider the E-commerce effects 
in the market. 

9.  Enforcement: Only in the first tier. Administrative sanctions, having a platform for civil society as the National 

Contact Points of the OECD. Adidas experience: It is included in the contract, not only social but also 
environmental clauses. There are colleagues collaborating on the ground as third parties auditors. There is a 
warning system (three warnings, after they are out). Fear of using civil liability only for publicity.  

10.  Other recommendations: It could be beneficial to replicate the conflict mineral industries schemes for SMEs; 

create a countries risk profiles (labour, HR, environment). Adidas mentioned that it has an 
alliance/collaboration with other sectors companies to share costs in DD because they share suppliers and 
thus, take advantage of the leverage. There are also some alliances with the Fair labour association and the 
civil society, although having an own program to assure companies standards as well as other industry 
schemes. 
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Minutes - Sustainable Corporate Governance (SCG) initiative.  Date: 01/07/2021 
Unilever: . 
DG GROW – Unit G2: 

Unilever aims for, by 2030, that all its suppliers pay living wages. In most countries, it goes beyond 
domestic legislation regarding the minimum wage. 

 Scope: It considers that any legislation related to responsible supply chains should focus on the level-
playing field, including state-owned enterprises.  

Supply Chain: As regards to its  experience having direct influence in the supply chain, Unilever has a 
set  of  principles  that  requires  suppliers  to  adhere  to  its  responsible  sourcing  policy.  There  is  an 
expectation that Tier one suppliers will cascade the requirements through the supply chain although 
recognizing that it is necessary to have a strong management system too if you want to deliver changes 
through the supply chain.  

Collaboration or alliances: Regarding collaboration or possible alliances with other competitors, there is 
a system of mutual recognition (membership organizations for brands and goods) since in the sector 
there common suppliers. 

Liability: No clear position, but an important role for transparency, considering that transparency and 
liability should go together. 
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Meeting with Zalando on Sustainable corporate governance 

 

Date:    

8/9/2021 

Participants:   ZALANDO: 

 

GROW: 

 (G2), 

 (A2) 

 

Zalando is mainly an e-commerce platform but has also 

 for its 6 private labels that are 

part of the Zalando brand. Agents are the tier-1 but they are not manufacturers. 

On due diligence: 

Zalando is supportive of an EU wide horizontal solution (Zalando active in 23 countries)  to get a level 
playing field, to avoid regulation (s)hopping and to have legal certainty, also covering third-country 
companies active on EU market.  

x  Material  scope:  Risk  based,  proportionate  due  diligence  requirements,  it  should  look  at 

social  and  environmental  aspects.  They  have  a  sustainability  code  of  conduct  with  all 
business partners that looks at both issues 

x  Companies need clarity. Zalando would use the OECD guidance for the textile sector.  
x  For  environmental  due  diligence  Zalando  keeps  it  at  very  high  level  mostly  focusing  on 

sustainable sourcing e.g. cotton not leading to deforestation. For SMEs in the textile sector, 
the environmental part is the more complicated one, because there is still less expertise.  

x  Supporting  measures:  Zalando  is  accompanying  SMEs  to  raise  their  standards.  (Doing 

seminars, trainings, coaching for SMEs) 

x  Enforcement: They would prefer administrative sanctions (2% of turnover) rather than civil 

liability. 

x  Reporting: Any reporting obligations should be linked to CSRD. 
x  The supply chain have limited leverage (different situation in diff countries).  
x  Purchasing  practices  need  to  be  taken  into  account  On  aggressive  purchasing  practices, 

Zalando takes pride in honouring its contracts to the end, also during Covid. 
 

On  directors  duties:  Not  in  favour  of  regulating  Corporate  Governance  (critical  view  of  the  study 
that is black and white, they do not agree with conclusions). Management of companies expects the 
company  to  act  on  the  long  term.  Zalando  has  sustainability  strategy  ambitious  also  in  terms  of 
timing. Keep this proposal flexible on how to do it.  

 

On directors remuneration: In Zalando fixed salary, long term objectives on sustainability linked to 
variable remuneration (up to 60% of the variable part of salary.) 

Sustainability expertise of directors: strategy, finanace, sustainability, industry knowledge are 
requested for directors in Zalando 

 

Science-based targets: they have it for the company for 2025 on climate in own operation and want 
to make 80% of their suppliers to set (not necessarily meet) those targets by 2025 
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Sustainable corporate governance -  Meeting with IHK Bayern and their client companies   

 

Date:    

9/9/2021 

Participants:   

Nuremberg Chamber of Commerce and Industry, Nürnberg  

, Rehau AG & Co, Rehau  

, Pfeifer Holding GmbH & Co. KG, Memmingen  

, Messtec Power Converter GmbH, Penzberg 

 

, Trade Affairs, Enterprise Europe Network  

Chamber of Commerce and Industry for Munich and Upper Bavaria, Munich 

Chamber of Commerce and Industry for Munich and Upper Bavaria, Munich 

DG GROW: 

 (G2) 

 
Agenda of the meeting: 
 
a. Welcome and introduction of the Bavarian participants by 

 

b. Short welcome by the representative of the Commission, 

 

c. Pitches of three business representatives and the CEO of the Nuremberg Chamber of Commerce 
and Industry  
d. Short Discussion and wrap-up 

The meeting was organised to give the opportunity to the IHK Bayern to present its views on the 
Sustainable Governance Initiative along with 3 of its member companies, a large company (REHAU), 
a midcap (Pfeiffer) and an SME (Messtec Power Converter).  

Main messages:  

REHAU:  

x  Since last year takes active part in the German Multistakeholder dialogue on supply chain 

law.  

x  Need for a coordinated approach including standardisation and collaboration. The 

whole supply chain needs to be involved.  

x  REHAU has more than 30.000 tier 1 suppliers: have a standardized process for SMEs 

(Audits on HR, standardized reporting) 

x  Organise multistakeholder dialogue 

 

PFEIFFER HOLDING  

The Pfeiffer company exists since 1579 - a very international company in the rope and cable industry 
(bridges, roofs, elevators, cranes). China is their biggest market, also production plants there 

Due diligence on suppliers: - giant suppliers like steel mills, and extractive industry - audits of 
companies as small costumer is impossible (even if the Pfeiffer has more than 1000 employees) 
For big local suppliers there is a need of standardized structures and audit by local bodies.  
  
Looking into the future circumstances change: Europe will play a smaller role in the economy.  
Our European standards might not be the important standards in the future…  



[bookmark: 6]MESSTEC:  
The company has 30 employees, and is active in the electronics, mechanics and devices sector with 
high vertical integration. Very divergent individualise products. Puchase from distributors, 
manufacturers and brokers.  
  
Goods mixed at distributors and brokers level, no possibility to trace it further.  
  
Purchase depends on availability, therefore suppliers also change.  
Due diligence would mean a huge administrative burden if applied for each component that is 
purchased by the company.   
 
 
  

, IHK Bayern 

  
 How do we support SMEs: 
  

1.  Cooperation with countries of origin - many countries have interest to remain partners of EU 

(Bangladesh as example) 
Let's cooperate with national authorities, help them to comply with the rules. 
  
Pre-qualification: extreme challenge for SMEs to check the compliance -  
Award of public contracts as example: let's establish a uniform system of standard to pre-
qualify companies in third countries 
  

2.  Civil liability: Clear rules need to be there for SMEs, especially for non-contractual obligations 

(ROME 2 - not EU law but local legal system applies) 
Misconduct of third parties is an important issue.  
 

Supplier code of conduct: SME are bound to sign it (everything is included) - but the awareness of 
the content is missing (Human Rights term and its content is not well known to SMEs - important to 
get standardized seminars) 
  
Question of qualification: still a lot to do, it needs time 
  
Certifications, who to trust: fear of privatisation of state responsibility  
  
Risk of lawsuits:  derisking = getting out from certain countries that are considered too risky 
  
Political guidance needed  
  
Sustainable finance initiative: Banks and insurance companies start to make distinction between 
sustainable and non-sustainable companies.  - Not well known yet to business.  
  
 

, IHK Bayern  

  
We call for making a balanced and effective regulation (taking into account what businesses can do 
or not. 
Collaboration is crucial: both with politics and among business.  
 




    

  

  
