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ABSTRACT
This paper offers a critical overview of the newly proposed Corporate Sustainability Due Diligence Directive by the European 
Commission. The aim is to uncover potential opportunities, challenges, gaps, and contradictions, within the directive. We pro-
vide insights on how companies can effectively navigate through these issues and leverage upon the directive for more envi-
ronmentally friendly and ethically sound operations within the global value chain. Ultimately, our aim is to offer researchers, 
managers, and policymakers a viewpoint on the potential impacts of the new directive on organizations and provide future 
research directions around responsible corporate conduct across global value chains.

1   |   Introduction

The European Union's (EU) Corporate Sustainability Due 
Diligence Directive (CSDDD) entered into force on 25th July 
2024, constituting a pivotal initiative to redefine the land-
scape of sustainability practices within the European domain. 
Diverging from the conventional financial reporting paradigm, 
the CSDDD emphasizes the importance of sustainability met-
rics, particularly focusing on the environmental impacts and 
mitigation of human rights violations throughout firms' value 
chains. Additionally, the CSDDD aims to standardize reporting 
practices, in order to make it easier for stakeholders (e.g., inves-
tors and consumers) to assess corporate behavior reports. Thus, 
the CSDDD represents a shift for companies from optional due 
diligence to a mandatory duty.

Global value chains are complex network structures encompass-
ing production sharing, trade, as well as investments in multi-
ple countries, and diverse institutional settings and industries. 
These complex network structures comprise all non-core man-
ufacturing and service activities that a lead firm outsources to 

other firms. A lead firm is a central actor engaged in the gover-
nance of a product or service, typically by designing and mar-
keting them and choosing where the various activities should be 
located (Gereffi, Humphrey, and Sturgeon 2005).

Depending on the governance mode in place, global value 
chains can have significant implications for both the envi-
ronment and the establishment of precarious labor standards. 
Given that many firms engage in extensive subcontracting ac-
tivities, standard labor conditions can be hidden, mainly within 
the nodes of the value chain where subcontracting exists. The 
primary challenge for lead firms lies in monitoring business ac-
tivities and maintaining control over all actors throughout their 
value chains.

Traceability and a lack of transparency pose difficulties for 
companies seeking to engage in supply chain due diligence. 
Therefore, it is not uncommon to see companies involved in 
scandals and controversies concerning human rights viola-
tions. Examples include child labor (e.g., Nike in Cambodia and 
Pakistan during the 1990s, see Wazir 2001), forced labor (e.g., 
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IKEA and its subcontractors in Belarus, see Alberti 2022), and 
poor work conditions (e.g., Rana Plaza garment factory that col-
lapsed in Bangladesh and killed over 1000 people), just to name 
a few. According to the International Labor Organization (2016), 
forced labor generates an estimated US$150bn in illegal prof-
its annually, causing industries and businesses to face unfair 
competition.

There are some studies examining the impact of mandatory 
and voluntary regulatory frameworks on firms' sustainability 
strategy and performance (see, e.g., Aragòn-Correa, Marcus, 
and Vogel 2020), corporate sustainability in connection with 
the new institutional theory (see Misopoulos et  al.  2018; 
Risi et al. 2023), the value chain (Kauppi and Luzzini 2021), 
CSR practices under the new mandate perspective (Bihari 
and Shajahan  2023), and contract theory (Saloranta and 
Hurmerinta-Haanpää 2022). Other studies include, for exam-
ple, the link between the concept of “safe harbor” (i.e., liabil-
ity exemption in the context of the CSDDD) (Smit, Bright, and 
Neely 2023), or the examination of a “tick-box” approach—a 
method where firms merely focus on meeting the formal re-
quirements of reporting when conducting voluntary CSR due 
diligence (Abdo et  al.  2018). However, researchers in these 
areas are urging for further studies on the impact of the new 
directive on businesses.

In this paper, we provide a brief overview of the new directive 
aiming to identify opportunities, challenges, gaps, and contra-
dictions (if any) within the CSDDD proposal. We provide in-
sights on how companies can effectively navigate through these 
issues and leverage upon the directive for more environmen-
tally friendly and ethically sound operations within the global 
value chain. Ultimately, we aim to offer researchers, managers, 
and policymakers a viewpoint on the potential impacts of the 
new directive on organizations and provide future research 
directions around responsible corporate conduct across global 
value chains.

2   |   The Proposed Directive

The Proposal for a Directive on Corporate Sustainability 
Due Diligence and amending Directive (EU) 2019/1937 
dated February 23, 2022 (referred to as the directive or the 
CSDDD) assumes that effective due diligence is vital for the 
EU's advancement toward a sustainable, environmentally 
friendly and climate neutral economy. It is also considered 
to be instrumental in achieving the United Nations (UN) 
Sustainable Development Goals, particularly those related to 
environmental goals and human rights concerns in terms of 
bribery, corruption, and safety in the work environment. The 
new directive includes companies interconnected through 
the value chain, meaning companies operating upstream or 
downstream in the supply chain. Specifically, it covers EU 
companies with more than 500 employees and a net turnover 
exceeding EUR 150 million (group 1), whereas companies 
from the “high impact sectors” such as textile, agriculture, 
and extraction of minerals will also be covered after two years 
of the implementation of the law if they have more than 250 
employees (group 2) and a net turnover of EUR 40 million (EC 
Press Release 2022).

2.1   |   The Mandatory due Diligence

Due diligence or duty of care, as applied to sustainability, is 
described as a process in which companies, both in their own 
operations and the value chain, “identify, prevent, mitigate, 
and account for negative effects on human rights and the envi-
ronment”, which was introduced by the UN Guiding Principles 
on Business and Human Rights developed by John Ruggies 
(UNGPs  2011) and integrated into the OECD Guidelines 
for Multinational Enterprises (OECD Guidelines  2011). The 
UNGPs, for instance, expand responsibility to impacts caused 
by or connected to a company through its activities and business 
relationships (UNGPs 2011). The CSDDD, however, represents 
a clear shift of perspective from being appropriated for firms 
to voluntarily perform due diligence, toward becoming a duty 
(mandate) of undertaking due diligence (Schilling-Vacaflor and 
Lenschow  2023). Non-compliance with the proposed law can 
lead to criminal charges or suspension of the offending business 
(Smit et  al.  2020). Thus, risk management is crucial to avoid 
penalties.

Until now, the CSDDD has generally received positive feed-
back, but also some pushback from affiliated political parties 
and business lobbies. The Institutional Investors Group on 
Climate Change seems to be in favor of the proposed directive 
(IIGCC  2022). They believe that the CSDDD is essential for 
integrating sustainability into companies' due diligence pro-
cesses and decision-making (ibid). In addition, organizations 
such as the OECD, the Office of the UN High Commissioner for 
Human Rights (OHCHR), and the World Wildlife Fund (WWF) 
have welcomed the CSDDD (OHCHR 2022; WWF 2023).

In a study conducted for the European Commission (EC), Smit 
et  al.  (2020) conclude that companies in the EU have been 
associated with a negative impact on human rights and the 
environment. Business survey respondents, in the EC study, 
from a total of 334 individual firms from all sectors and sizes 
indicated that a regulation being at the EU level may provide 
harmonization, legal certainty, and a level playing field—i.e., 
having everyone play by the same rules, and has the poten-
tial to increase leverage through a non-negotiable standard. 
Moreover, more than 70% of business survey respondents 
agreed that the CSDDD may provide benefits for businesses 
(Smit et al. 2020, task 1, page 14). There is a hope that manda-
tory due diligence will significantly strengthen competitive-
ness in sustainability issues and improve the opportunity for 
companies to contribute to Agenda 2030 (Smit et al. 2020, task 
1, page 14). Although the EU is optimistic and the directive 
draft has received positive reviews, there are also instances of 
critical reflection, which we will present next.

2.2   |   Identification of Potential Challenges, 
Opportunities, Gaps, and Contradictions Related to 
the CSDDD

Vagueness and ambiguity have been observed in several as-
pects of the new directive and have raised concerns among 
businesses and within the research community. It remains 
unclear how the new directive will impact the financial ser-
vice sector, and specifically, what obligations will be imposed 
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on investors concerning due diligence along the value chain 
and the development of a net zero emission transition action 
plan—i.e., a set of practical steps to turn a net-zero emission 
target into a concrete action (IIGCC  2022). Additionally, the 
application of the value chain concept to asset managers re-
mains unclear, mainly regarding the due diligence that in-
vestors must undertake along the value chain, and when 
it becomes necessary to terminate business relationships. 
Furthermore, questions arise about what course of action is to 
be taken if a net zero emission transition action plan, despite 
adherence to the CSDDD procedures, fails, or if a company's 
negative social and environmental impact is severe (Richter 
and Passador 2022).

The OHCHR emphasizes the lack of clarity and specificity in 
some of the sections of the new directive that detail how com-
panies should adhere to rules, the enforcement mechanisms, 
and the consequences of non-compliance. For the OHCHR, it 
is vaguely defined how efforts to mitigate social and environ-
mental damage will be considered when determining liability, 
and the new directive does not specify the criteria for assess-
ing the effectiveness of institutions, regulations, and admin-
istration. For Richter and Passador (2022), the new directive 
appears to set an obligation of means rather than an obliga-
tion of results. In other words, the new rules are clear about 
what companies should do to meet certain standards (e.g., 
policies, and procedures), but fail to specify which concrete 
results should be obtained or which concrete actions compa-
nies ought to undertake. Vagueness is also seen surrounding 
the assessment of when and how a single firm or a group of 
firms either comply or fall short of the pollution threshold 
point specified in the Paris Agreement aimed at preventing 
temperature increase. A contradiction stressed by them is the 
exemption of high-risk businesses, such as emission-intensive 
industries, from disclosing net-zero emission transition plans. 
Interestingly, when reading the new directive, it is noticed 
that it shifts from being soft law (non-mandatory) to hard law 
(mandatory duty), signaling a substantial increase in govern-
ment intervention. In line with Richter and Passador (2022), 
we believe that government intervention is crucial in address-
ing climate change. However, it should allow companies to 
make independent and voluntary decisions, which can be in-
fluenced by government mandates on, for instance, emission 
reductions. At the same time, it remains unclear which type of 
mandates will influence the human rights aspect.

In this line of thinking, we raise concerns about large compa-
nies' political role in CSR. Political role in CSR refers to a “pro-
social” behavior performed by companies, where their attitude 
has a political connotation (Scherer and Palazzo  2007, 2011). 
Large companies, particularly in developing economies, have 
increasingly assumed roles traditionally reserved for the state, 
including human rights, and enforcing business regulations 
(see Crane et al. 2019). In general terms, the scientific commu-
nity appears to see companies as active participants in shaping 
global politics, alongside other actors like civil society organi-
zations. This more nuanced view acknowledges companies' 
potential impact on broader societal issues, like those related 
to environmental problems or human rights (see, e.g., Scherer 
and Palazzo 2007, 2011; Ruggie 2017). However, such a process 
should be embedded in democratic accountability in which 

companies are expected to conform to standards and policies 
endorsed by society, i.e., public authorities, citizens, NGOs, and 
government agencies (Scherer and Palazzo 2011).

Differently, some scholars (e.g., Ehrnström-Fuentes and 
Böhm  2023; Nyberg  2021; Hussain and Moriarty  2018; 
Banerjee  2014; Barley  2007) assert that corporations may 
prioritize their self-interest over contributing to the public good 
given the risk that corporate political activity may erode de-
mocracy. This relatively less prominent stream of the literature 
argues that activities aimed at benefiting society, such as pro-
moting peace or supporting indigenous communities, are often 
secondary to a company's main goal of making money. They 
suggest that when companies get too involved in these areas, it 
is often because they have a political agenda aimed at influenc-
ing governments to make rules that benefit them, rather than 
serving the common good. Contrasting this rationale with the 
recent directive raises a question about the appropriateness of 
granting companies influence within the EU legal framework. 
Moreover, an issue with the new directive is that globalization 
has limited states' ability to regulate large companies, as these 
entities can easily shift jurisdiction to avoid law enforcement 
(Scherer and Palazzo 2011). This raises doubts about the effec-
tiveness of the CSDDD in the face of large companies' already 
growing political clout.

Saloranta and Hurmerinta-Haanpää  (2022), as well as Richter 
and Passador  (2022), suggest that the due diligence process 
may become a mere “tick-the-box” exercise focused on report-
ing and social auditing rather than driving changes toward 
a more sustainable future. Moreover, there is a risk of misin-
terpretation of the CSDDD that could turn into an “automatic 
safe harbor exemption” rather than a “due diligence defense.” 
While the CSDDD does not explicitly include a “safe harbor” 
in the provision, the concept has been discussed in the context 
of business and human rights (see Ruggie  2021; Smit, Bright, 
and Neely 2023). Due diligence defense requires a company to 
show in court the quality of its due diligence, and defend itself 
in case of legal liability by demonstrating a certain standard of 
care required by the law; but it does not exempt a firm if mis-
conduct is found. Conversely, the “safe harbor” excludes such an 
inquiry from taking place. This is based on the premise that if 
a company has undertaken human rights due diligence with an 
expected standard of conduct (Smit, Bright, and Neely 2023), an 
exemption of legal liability would be granted.

Another risk of companies developing an administrative “tick-
the-box” approach in the form of reporting and social auditing 
relates to the formal contracts established among parties. In 
the EC study (see Smit et al. 2020), business and general re-
spondents pointed out contractual clauses and codes of con-
duct as the most frequently selected actions in both upstream 
and downstream value chains, followed by audits. However, 
the CSDDD is silent concerning how contracts should be de-
signed to protect human rights in global supply chains—or 
how contractual practices between buyers and suppliers may 
influence companies' sustainability objectives and even their 
net zero emission transition plans. Most international supply 
contracts are designed to be zero-sum where buyers often hold 
considerable power in negotiations, potentially exacerbating 
human rights risks.
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Overall, there are numerous concerns, gaps, and contradictions 
surrounding the CSDDD, particularly regarding its impact on 
various industries and the potential to become a mere com-
pliance exercise rather than a catalyst for meaningful change. 
There is much focus on practices and policies but less inspiration 
for companies to move from the traditional way of doing business 
to a more ethical-sustainable-innovative approach.

2.3   |   A Critical Viewpoint on the Potential  
Challenges, Opportunities, Gaps, and Contradictions 
Related to the CSDDD

A close examination of the CSDDD makes clear the need to im-
plement procedures, metrics, and policies, rather than imposing 
obligations of results. Vagueness and ambiguity have been ob-
served in several aspects of the new directive and raised concerns 
by both the business and research communities as to whether 
the mandatory duty will be implemented effectively based on 
a standard of expected conduct (duty of care) rather than a pro-
cedural requirement including reporting, compliance controls, 
measurements, and metrics, which would become a mere tick-
the-box exercise. We believe that one way to prevent the tick-the-
box approach is to emphasize outcome-oriented measures in the 
directive, setting specific goals and targets for companies rather 
than focusing solely on procedural requirements.

In the realm of CSR initiatives, we anticipate an ever-increasing 
engagement of companies in shaping global business regula-
tions and contributing to the enhancement of public good, such 
as environmental protection, public health, and education (Kaul 
et al. 2003), with the risk of being extended to the EU context. 
We do not know what strategies and companies' responses will 
be taken concerning the new regulation. Historically, large com-
panies were not passive actors committed to rules, regulations, 
and compliance. On the contrary, large companies are actively 
engaging in shaping the institutional environment of countries. 
Thus, the role of CSR of many large companies in the public 
good is already well known, but it remains unclear if, when, and 
how they will try to shape future amendments in the new di-
rective, to attend to their individual interests. Thus, there is a 
need to ensure a balance between government intervention and 
corporate autonomy.

Concerning auditing and verification, the CSDDD (commentary 
on Chapter II, paragraph 12) clearly states that “although enter-
prises can collaborate at an industry or multistakeholder level, 
they remain individually responsible for ensuring that their due 
diligence is carried out effectively.” In other words, the guide-
lines do not mandate specific tools such as audits, certification, 
or schemes for conducting due diligence. This means that com-
panies have the flexibility to choose the methods that are most 
appropriate for their circumstances. However, regardless of the 
tools chosen, companies are still responsible for addressing risks 
and impacts. If companies do decide to use tools like audits or 
certification, they should supplement them with their own risk 
identification actions, such as—but not limited to—interviews, 
workshops, and engagement with civil society organizations and 
affected communities. Thus, audit and certification information 
should be seen merely as one source of information and should 
be triangulated with other sources of information to ensure that 

companies have a complete understanding of their impacts and 
risks. Thus, to set corporate due diligence duty companies are 
likely to face an increase in both operational costs and transac-
tional costs.

Operational expenses include costs associated with setting up 
and maintaining the due diligence procedures, whereas trans-
actional costs are related to the expenditure and investments re-
quired to modify a company's own operations and value chains, 
ensuring compliance with the due diligence obligation (Smit 
et al. 2020).

Other concerns relate to companies' international cost compet-
itiveness, where certain companies might be at a disadvantage 
compared to other companies, particularly non-EU companies 
that are not bound by any form of due diligence regulation. To 
tackle such an issue, a possible solution would be to provide fi-
nancial incentives or subsidies to alleviate some of the opera-
tional costs associated with setting up and maintaining a due 
diligence procedure. Alternatively, digitalization has the poten-
tial to offer solutions for identifying, preventing, mitigating, and 
accounting for both human rights and environmental impacts. 
Emerging tracking and software solutions may help to decrease 
companies' costs associated with assessing human rights and 
environmental impacts in their operations and throughout 
global value chains. Consequently, we expect more investments 
by companies in digital solutions (Smit et al. 2020).

In the meantime, foreign companies engaging in contracts with 
EU firms are also likely to be affected. The impact extends to 
non-EU business relationships, potentially leading certain EU 
companies to consider withdrawing from these markets. Such 
decisions might be encouraged due to the necessity for even 
higher monitoring and mitigation costs associated with these 
markets. There remains optimism that other jurisdictions will 
adopt the EU's approach, contributing to the reinforcement of 
this framework.

Concerning the value chain, there is a prevalent power dispar-
ity between the firm that produces the goods and the firm that 
buys them. According to Dadush  (2022), buyer firms often 
engage in what is called “extractive contracting” with their 
suppliers. The main problem with such a type of contract is 
that the more powerful party—most of the time, the buyer—
designs the contract in a way to maximize profit from the 
deal, regardless of any negative social impact. Such contracts 
are often zero-sum type, and parties treat one another as ri-
vals, embedding themselves in competition rather than find-
ing a common goal. Young (2006) compares the global value 
chain to a complex chain of production and distribution that 
involves many distinct entities involved in contractual agree-
ments close to a hierarchical system. In this system, most of 
the time, buyers might be operating close to the margin in a 
fiercely competitive environment and are usually under pres-
sure to meet orders at low costs stipulated by firms positioned 
higher up in the chain. Nevertheless, those higher-tier firms 
usually lack legal obligation for the practices and activities of 
the lower-tier firms they contract with. Hence, contracts, de-
pending on how they are designed, may generate a negative 
societal cost since they can place severe economic tensions 
on suppliers at the cost of workers' human rights, health, and 
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safety (Hoffman and Hwang 2021). The new directive is silent 
concerning how these contracts should be designed. However, 
from a compliance perspective, the use of extractive/zero-sum 
contract types can be problematic.

In our point of view, and in line with Dadush (2022), a partial 
solution to avoid (mis)behavior in buyer–supplier contractual 
relationships is the implementation of a sharing responsibility 
approach to avoid and remedy human rights violations and en-
vironmental degradation. John Locke's social contract theory 
(Locke 1960) argues that contracts serve as a means of creating 
a governance structure that protects the welfare and rights of 
individuals within a community. Young  (2006), in connection 
with Locke's view of a social contract, proposes a social connec-
tion model of responsibility where all actors involved in a supply 
chain share responsibility. In other words, buyers and suppli-
ers should share responsibility by accounting for what they are 
doing or not doing. Young (2006) argues that a crucial problem 
with traditional contracts is that they exonerate actors who are 
not directly responsible for causing human harm, even when 
they are involved in activities that contribute to social injustice. 
Therefore, engaging in a more pro-social contract type has the 
potential to help firms navigate the challenges and leverage 
upon the directive for more environmentally friendly, and eth-
ically sound operations, within the global value chain. Finally, 
successful implementation of the new directive will require a 
contractual shift from traditional extractive contracts to con-
tracts that include shared responsibility between buyers and 
suppliers. Table 1 displays a critical overview of the newly pro-
posed CSDDD.

3   |   Concluding Remarks and Future Research

In this paper, we offer a viewpoint on the potential impacts of 
the new directive on organizations. By looking into the chal-
lenges, gaps, and contradictions in the CSDDD directive, we first 
noticed a shift in perspective on corporate responsibility being 
non-mandatory due diligence to a mandatory duty. Afterward, 
we discussed the risks associated with the significant political 
role in CSR undertaken by large companies and their influence 
on shaping the future development of the mandatory duty to 
meet their individual interests. Subsequently, we noticed risks 
associated with the CSDDD becoming a “tick-box” exercise 
rather than driving meaningful change. Finally, we raised the 
issue of extractive contracts and followed Dadush's (2022) sug-
gestion that a way to mitigate the power disparity in buyer–sup-
plier contractual relationships is to design contracts with shared 
responsibilities. This becomes a practical opportunity for firms 
to prevent, mitigate, and account for negative effects on human 
rights and the environment as the CSDDD proposes.

The directive is also expected to have a significant impact on var-
ious industries and on how industries approach sustainability. 
However, there are concerns and ambiguities surrounding the 
directive, including issues related to government intervention, 
the role of large companies, and the potential for the directive to 
become a mere compliance exercise. The implication in the CSR 
field (Scherer and Palazzo 2007, 2011; Ruggie 2017) and the gov-
ernance of the global value chain (Saloranta and Hurmerinta-
Haanpää 2022; Gereffi, Humphrey, and Sturgeon 2005) are that 

the CSDDD represents a new era of corporate responsibility and 
sustainability practices, and further research is needed to un-
derstand its full impact on businesses, supply chains, and the 
global economy.

The CSDDD signals a substantial increase in government inter-
vention and regulation. Large corporations should be aware of 
their political influence on the CSR space and be cautious about 
shaping regulations to serve their individual interests. They 
should also consider the broader societal implications of their 
actions. Additionally, to navigate power asymmetry in buyer–
supplier contractual relationships, managers should adopt a 
shared responsibility approach in contracts. Doing so can help 
ensure that all parties involved in the supply chain actively work 
to prevent and remedy human rights violations and environmen-
tal damages. These contracts should prioritize social connection 
(win-win) rather than zero-sum (win-lose) competition.

All in all, the emerging CSDDD and its impact on business gen-
erate many questions. We conclude this paper by outlining some 
relevant future research directions:

1.	 The impact of sustainability practices on the environment. If 
the new directive has the potential to impact industries in-
side and outside the EU, future research could explore how 
companies are adapting their sustainability practices in re-
sponse to the CSDDD, particularly in terms of environmen-
tal impact reduction within the global value chain.

2.	 Transformation of value chains. Future research could also 
investigate to what extent the CSDDD will lead to wider 
transformations and restructuring of companies' value 
chains. Will companies start employing a multi-tiered gov-
ernance approach, instead of dyadic? Will they purposefully 
exclude certain suppliers, or even entire countries, as a re-
sult of these transformations? How will they approach and 
engage with host-country governments on topics such as 
forced labor or Greenhouse Gas Emissions?

3.	 Shared responsibility approach in contracts. If contracts cre-
ate a governance structure, as postulated by Locke's social 
contract theory, more studies investigating the adoption and 
effectiveness of a shared responsibility approach in such 
contracts—to address power asymmetry in buyer–supplier 
relationships—are necessary. Additionally, it would be val-
uable to understand how contract design can impact social 
responsibility and prevention of human rights violations 
and environmental issues in the global value chain.

4.	 Human rights compliance and ethical corporate code of con-
duct. Researchers interested in human rights and sustaina-
bility could investigate how large corporations will be or are 
addressing and mitigating human rights violations within 
their value chains following the CSDDD. Additionally, 
it would be interesting to investigate to what extent the 
CSDDD promotes ethical business conduct and social re-
sponsibility across industries.

5.	 Government intervention and corporate influence. Many 
researchers have advocated in favor of companies becom-
ing more active in societal governance (see, for example, 
Scherer and Palazzo 2007, 2011; Ruggie 2017). However, is 
it appropriate to grant companies influence on institutions? 
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How much flexibility is there for EU member states in the 
transposition into national laws (if any)? Interestingly, fu-
ture studies could investigate the extent of corporate influ-
ence on the evolving CSDDD.
[5.1]	 The government's engagement with stakeholders. Given 

the vagueness and ambiguity observed in the new direc-
tive, it may be relevant that the government recognizes the 
need to establish regular channels for dialogue between 
policymakers, businesses, and other stakeholders to as-
sess the impact of due diligence requirements and identify 
areas for improvement. Future studies should examine 
whether there will be a need to review the CSDDD's ef-
fectiveness after its inception. Interestingly, CSDDD is 
not the only law being launched within the EU. As part of 
the European Green Deal, a package of policies and laws 
are being proposed such as the Corporate Sustainability 
Reporting Directive (CSRD) and the Sustainable Finance 
Disclosure Regulation (SFDR). Although the CSRD and 
SFDR are out of the scope of this study, future studies 
could assess the relationships between the CSDDD and the 
forthcoming/proposed CSRD and SFDR. It is crucial, for 
instance, to better understand the extent to which they are 
complementary and interrelated as well as their combined 
impact on business (if any).

6.	 Extending the Directive. To what extent will other jurisdic-
tions follow suit and adopt similar policies? Will the CSDDD 
have a regulatory spillover effect, especially on those coun-
tries that export to the EU? Is the EU becoming a global 
norm and rule setter?

Acknowledgements

The work by Nikolina Koporcic has been conducted as a part of the proj-
ect financed by the Academy of Finland/Research Council of Finland 
(Decision number 355949).

Conflicts of Interest

The authors declare no conflicts of interest.

Data Availability Statement

Data sharing is not applicable to this article as no new data were created 
or analyzed in this study.

References

Abdo, H., M. Mangena, G. Needham, and D. Hunt. 2018. “Disclosure 
of Provisions for Decommissioning Costs in Annual Reports of Oil 
and Gas Companies: A Content Analysis and Stakeholder Views.” 
Accounting Forum 42, no. 4: 341–358.

Alberti, M. 2022. “IKEA Suppliers Allegedly Used Belarus Prisoners 
Under Forced Labor Conditions, Report Says. CNN, Nov. 18.” https://​
editi​on.​cnn.​com/​2022/​11/​18/​busin​ess/​ikea-​suppl​iers-​belar​us-​labor​-​
alleg​ations/​index.​html.

Aragòn-Correa, J. A., A. A. Marcus, and D. Vogel. 2020. “The 
Effects of Mandatory and Voluntary Regulatory Pressures on Firms' 
Environmental Strategies: A Review and Recommendations for Future 
Research.” Academy of Management Annals 14, no. 1: 339–365.

Banerjee, B. S. 2014. “A Critical Perspective on Corporate Social 
Responsibility: Towards a Global Governance Framework.” Critical 
Perspectives on International Business 10, no. 1/2: 84–95.Po

te
nt

ia
l o

pp
or

tu
n

it
ie

s
C

ha
ll

en
ge

s
G

ap
s

C
on

tr
ad

ic
ti

on
s

Po
te

nt
ia

l i
m

pa
ct

 
of

 th
e 

C
SD

D
D

Th
e 

su
cc

es
sf

ul
 im

pl
em

en
ta

tio
n 

of
 

th
e 

ne
w

 d
ir

ec
tiv

e 
w

ill
 re

qu
ir

e 
a 

co
nt

ra
ct

ua
l s

hi
ft 

fr
om

 tr
ad

iti
on

al
 

ex
tr

ac
tiv

e 
co

nt
ra

ct
s t

o 
co

nt
ra

ct
s 

th
at

 in
cl

ud
e 

sh
ar

ed
 re

sp
on

si
bi

lit
y 

be
tw

ee
n 

bu
ye

rs
 a

nd
 su

pp
lie

rs

Th
er

e 
is

 a
 c

le
ar

 n
ee

d 
to

 im
pl

em
en

t 
pr

oc
ed

ur
es

, m
et

ri
cs

, a
nd

 
po

lic
ie

s,
 ra

th
er

 th
an

 im
po

si
ng

 
ob

lig
at

io
ns

 o
f r

es
ul

ts

T
A

B
L

E
 1

    
|    


(C

on
tin

ue
d)

 26946424, 0, Downloaded from https://onlinelibrary.wiley.com/doi/10.1111/beer.12753 by Duodecim Medical Publications Ltd, Wiley Online Library on [29/01/2025]. See the Terms and Conditions (https://onlinelibrary.wiley.com/terms-and-conditions) on Wiley Online Library for rules of use; OA articles are governed by the applicable Creative Commons License

https://edition.cnn.com/2022/11/18/business/ikea-suppliers-belarus-labor-allegations/index.html
https://edition.cnn.com/2022/11/18/business/ikea-suppliers-belarus-labor-allegations/index.html
https://edition.cnn.com/2022/11/18/business/ikea-suppliers-belarus-labor-allegations/index.html


8 of 8 Business Ethics, the Environment & Responsibility, 2024

Barley, S. R. 2007. “Corporations, Democracy, and the Public Good.” 
Journal of Management Inquiry 16, no. 3: 201–215.

Bihari, A., and P. K. Shajahan. 2023. “Changing CSR Practices of 
Corporates–a Study of Institutionalization of Mandated Corporate 
Social Responsibility in India.” International Journal of Law and 
Management 65, no. 2: 105–124.

Burhan Wazir. 2001. “Nike Accused of Tolerating Sweatshops: New 
Report Says Workers Still on Low Wages Despite Pledge, Reports.” 
https://​www.​thegu​ardian.​com/​world/​​2001/​may/​20/​burha​nwazir.​
theob​server.

Crane, A., D. Matten, S. Glozer, and L. J. Spence. 2019. Business Ethics: 
Managing Corporate Citizenship and Sustainability in the Age of 
Globalization. USA: Oxford University Press.

Dadush, S. 2022. “Prosocial Contracts: Making Relational Contracts 
More Relational.” Law and Contemporary Problems 85: 153.

Ehrnström-Fuentes, M., and S. Böhm. 2023. “The Political Ontology 
of Corporate Social Responsibility: Obscuring the Pluriverse in Place.” 
Journal of Business Ethics 185, no. 2: 245–261.

European Commission press release. 2022. “Just and Sustainable 
Economy: Commission Lays Down Rules for Companies to Respect 
Human Rights and Environment in Global Value Chains.” https://​singl​
e-​marke​t-​econo​my.​ec.​europa.​eu/​news/​just-​and-​susta​inabl​e-​econo​my-​
commi​ssion​-​lays-​down-​rules​-​compa​nies-​respe​ct-​human​-​right​s-​and-​
2022-​02-​23_​en.

Gereffi, G., J. Humphrey, and T. Sturgeon. 2005. “The Governance of 
Global Value Chains.” Review of International Political Economy 12, no. 
1: 78–104.

Hoffman, D. A., and C. Hwang. 2021. “The Social Cost of Contract.” 
Columbia Law Review 121, no. 3: 979–1016.

Hussain, W., and J. Moriarty. 2018. “Accountable to Whom? Rethinking 
the Role of Corporations in Political CSR.” Journal of Business Ethics 
149: 519–534.

IIGCC. 2022. “IIGCC Position Paper: EU Corporate Sustainability Due 
Diligence Directive.” https://​13983​8633.​fs1.​hubsp​otuse​rcont​ent-​eu1.​
net/​hubfs/​​13983​8633/​Past%​20res​ource%​20upl​oads/​IIGCC%​20pos​
ition%​20pap​er-%​20EU%​20Cor​porate%​20Sus​taina​bility%​20Due%​20Dil​
igence%​20Dir​ective.​pdf.

International Labour Organization - ILO. 2016. ILO Standards on Forced 
Labour: The New Protocol and Recommendation at a Glance. Geneva: 
ILO. https://​www.​ilo.​org/​wcmsp5/​groups/​publi​c/@​ed_​norm/@​decla​
ration/​docum​ents/​publi​cation/​wcms_​508317.​pdf.

Kaul, I., P. Conceição, K. Le Goulven, and R. U. Mendoza, eds. 2003. 
Providing Global Public Goods: Managing Globalization. New York, NY: 
Oxford University Press.

Kauppi, K., and D. Luzzini. 2021. “Measuring Institutional Pressures in 
a Supply Chain Context: Scale Development and Testing.” Supply Chain 
Management: An International Journal 27, no. 7: 79–107.

Locke, J. 1960. Two Treatises of Government, edited by P. Laslett. 
Cambridge: Cambridge University Press. Cited by paragraph number.

Misopoulos, F., R. Michaelides, M. A. Salehuddin, V. Manthou, 
and Z. Michaelides. 2018. “Addressing Organisational Pressures as 
Drivers Towards Sustainability in Manufacturing Projects and Project 
Management Methodologies.” Sustainability 10, no. 6: 2098.

Nyberg, D. 2021. “Corporations, Politics, and Democracy: Corporate 
Political Activities as Political Corruption.” Organization Theory 2, no. 
1: 2631787720982618.

OECD Guidelines on Multinational Enterprises. 2011. https://​www.​
oecd.​org/​daf/​inv/​mne/​48004​323.​pdf.

OHCHR. 2022. “The Office of the UN High Commissioner for Human 
Rights (OHCHR).” https://​www.​ohchr.​org/​sites/​​defau​lt/​files/​​2022-​03/​
eu-​csddd​-​ilo-​oecd-​ohchr​-​lette​r-​von-​der-​leyen.​pdf.

Richter, S. M., and M. L. Passador. 2022. “Corporate Sustainability Due 
Diligence: Supernatural Superserious.” SSRN. https://​papers.​ssrn.​com/​
sol3/​papers.​cfm?​abstr​act_​id=​4293912 [2023-10-14].

Risi, D., L. Vigneau, S. Bohn, and C. Wickert. 2023. “Institutional 
Theory-Based Research on Corporate Social Responsibility: Bringing 
Values Back In.” International Journal of Management Reviews 25, no. 
1: 3–23.

Ruggie, J. G. 2017. “Hierarchy or Ecosystem? Regulating Human Rights 
Risks of Multinational Enterprises.” In Regulating Human Rights 
Risks of Multinational Enterprises (May 6, 2016). Forthcoming in César 
Rodriguez-Garavito (ed.), Business and Human Rights: Beyond the End 
of the Beginning, 46–61. Cambridge, UK: Cambridge University Press.

Ruggie, J. G. 2021. “Webinar on Corporate Due Diligence and Civil 
Liability: ‘Given That [With HRDD] we are Dealing With a Standard of 
Conduct, There Should be, in my View, A Due Diligence Defence, but 
not an Automatic Safe Harbour’.” https://​www.​busin​ess-​human​rights.​
org/​en/​lates​t-​news/​john-​ruggi​e-​deliv​ers-​keyno​te-​speec​h-​on-​corpo​rate-​
due-​dilig​ence-​liabi​lity-​at-​webin​ar-​suppo​rted-​by-​portu​guese​-​eu-​presi​
dency/​​.

Saloranta, J., and A. Hurmerinta-Haanpää. 2022. “Proactive Contract 
Theory in the Context of Corporate Sustainability Due Diligence.” 
Journal of Strategic Contracting and Negotiation 6, no. 3–4: 221–236.

Scherer, A. G., and G. Palazzo. 2007. “Toward a Political Conception 
of Corporate Responsibility: Business and Society Seen From a 
Habermasian Perspective.” Academy of Management Review 32, no. 4: 
1096–1120.

Scherer, A. G., and G. Palazzo. 2011. “The New Political Role of Business 
in a Globalized World: A Review of a New Perspective on CSR and Its 
Implications for the Firm, Governance, and Democracy.” Journal of 
Management Studies 48, no. 4: 899–931.

Schilling-Vacaflor, A., and A. Lenschow. 2023. “Hardening Foreign 
Corporate Accountability Through Mandatory Due Diligence in the 
European Union? New Trends and Persisting Challenges.” Regulation 
& Governance 17, no. 3: 677–693.

Smit, L., C. Bright, R. McCorquodale, et al. 2020. Study on Due Diligence 
Requirements Through the Supply Chain. Luxembourg: Publications 
Office of the European Union. https://​proye​ctotr​anslab.​usal.​es/​wp-​
conte​nt/​uploa​ds/​sites/​​83/​2021/​02/​2020-​Europ​ean-​Commi​ssion​-​Study​
-​on-​due-​dilig​ence-​requi​remen​ts-​throu​gh-​the-​suppl​y-​chain.​-​Synth​esis-​
report.​pdf [2023-10-18].

Smit, L., C. Bright, and S. Neely. 2023. “Muddying the Waters: The 
Concept of a ‘Safe Harbor’ in Understanding Human Rights Due 
Diligence.” Business and Human Rights Journal 8, no. 1: 1–17.

UN Office of the High Commissioner for Human Rights. 2011. “Guiding 
Principles on Business and Human Rights: Implementing the ‘Protect, 
Respect and Remedy’ Framework (“UNGPs”), HR/PUB/11/04.” https://​
www.​ohchr.​org/​sites/​​defau​lt/​files/​​docum​ents/​publi​catio​ns/​guidi​ngpri​
ncipl​esbus​iness​hr_​en.​pdf.

WWF. 2023. “Corporate Sustainability Due Diligence Directive: A 
Potential Game-Changer for Business and the Planet.” https://​www.​
wwf.​eu/?​88359​41/​Corpo​rate-​Susta​inabi​lity-​Due-​Dilig​ence-​Direc​tive-​
A-​Poten​tial-​Game-​Chang​er-​for-​Busin​ess-​and-​the-​Planet.

Young, I. M. 2006. “Responsibility and Global Justice: A Social 
Connection Model.” Social Philosophy and Policy 23, no. 1: 102–130.

 26946424, 0, Downloaded from https://onlinelibrary.wiley.com/doi/10.1111/beer.12753 by Duodecim Medical Publications Ltd, Wiley Online Library on [29/01/2025]. See the Terms and Conditions (https://onlinelibrary.wiley.com/terms-and-conditions) on Wiley Online Library for rules of use; OA articles are governed by the applicable Creative Commons License

https://www.theguardian.com/world/2001/may/20/burhanwazir.theobserver
https://www.theguardian.com/world/2001/may/20/burhanwazir.theobserver
https://single-market-economy.ec.europa.eu/news/just-and-sustainable-economy-commission-lays-down-rules-companies-respect-human-rights-and-2022-02-23_en
https://single-market-economy.ec.europa.eu/news/just-and-sustainable-economy-commission-lays-down-rules-companies-respect-human-rights-and-2022-02-23_en
https://single-market-economy.ec.europa.eu/news/just-and-sustainable-economy-commission-lays-down-rules-companies-respect-human-rights-and-2022-02-23_en
https://single-market-economy.ec.europa.eu/news/just-and-sustainable-economy-commission-lays-down-rules-companies-respect-human-rights-and-2022-02-23_en
https://139838633.fs1.hubspotusercontent-eu1.net/hubfs/139838633/Past resource uploads/IIGCC position paper- EU Corporate Sustainability Due Diligence Directive.pdf
https://139838633.fs1.hubspotusercontent-eu1.net/hubfs/139838633/Past resource uploads/IIGCC position paper- EU Corporate Sustainability Due Diligence Directive.pdf
https://139838633.fs1.hubspotusercontent-eu1.net/hubfs/139838633/Past resource uploads/IIGCC position paper- EU Corporate Sustainability Due Diligence Directive.pdf
https://139838633.fs1.hubspotusercontent-eu1.net/hubfs/139838633/Past resource uploads/IIGCC position paper- EU Corporate Sustainability Due Diligence Directive.pdf
https://www.ilo.org/wcmsp5/groups/public/@ed_norm/@declaration/documents/publication/wcms_508317.pdf
https://www.ilo.org/wcmsp5/groups/public/@ed_norm/@declaration/documents/publication/wcms_508317.pdf
https://www.oecd.org/daf/inv/mne/48004323.pdf
https://www.oecd.org/daf/inv/mne/48004323.pdf
https://www.ohchr.org/sites/default/files/2022-03/eu-csddd-ilo-oecd-ohchr-letter-von-der-leyen.pdf
https://www.ohchr.org/sites/default/files/2022-03/eu-csddd-ilo-oecd-ohchr-letter-von-der-leyen.pdf
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=4293912
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=4293912
https://www.business-humanrights.org/en/latest-news/john-ruggie-delivers-keynote-speech-on-corporate-due-diligence-liability-at-webinar-supported-by-portuguese-eu-presidency/
https://www.business-humanrights.org/en/latest-news/john-ruggie-delivers-keynote-speech-on-corporate-due-diligence-liability-at-webinar-supported-by-portuguese-eu-presidency/
https://www.business-humanrights.org/en/latest-news/john-ruggie-delivers-keynote-speech-on-corporate-due-diligence-liability-at-webinar-supported-by-portuguese-eu-presidency/
https://www.business-humanrights.org/en/latest-news/john-ruggie-delivers-keynote-speech-on-corporate-due-diligence-liability-at-webinar-supported-by-portuguese-eu-presidency/
https://proyectotranslab.usal.es/wp-content/uploads/sites/83/2021/02/2020-European-Commission-Study-on-due-diligence-requirements-through-the-supply-chain.-Synthesis-report.pdf
https://proyectotranslab.usal.es/wp-content/uploads/sites/83/2021/02/2020-European-Commission-Study-on-due-diligence-requirements-through-the-supply-chain.-Synthesis-report.pdf
https://proyectotranslab.usal.es/wp-content/uploads/sites/83/2021/02/2020-European-Commission-Study-on-due-diligence-requirements-through-the-supply-chain.-Synthesis-report.pdf
https://proyectotranslab.usal.es/wp-content/uploads/sites/83/2021/02/2020-European-Commission-Study-on-due-diligence-requirements-through-the-supply-chain.-Synthesis-report.pdf
https://www.ohchr.org/sites/default/files/documents/publications/guidingprinciplesbusinesshr_en.pdf
https://www.ohchr.org/sites/default/files/documents/publications/guidingprinciplesbusinesshr_en.pdf
https://www.ohchr.org/sites/default/files/documents/publications/guidingprinciplesbusinesshr_en.pdf
https://www.wwf.eu/?8835941/Corporate-Sustainability-Due-Diligence-Directive-A-Potential-Game-Changer-for-Business-and-the-Planet
https://www.wwf.eu/?8835941/Corporate-Sustainability-Due-Diligence-Directive-A-Potential-Game-Changer-for-Business-and-the-Planet
https://www.wwf.eu/?8835941/Corporate-Sustainability-Due-Diligence-Directive-A-Potential-Game-Changer-for-Business-and-the-Planet

	Corporate Sustainability Reporting: Shifting From Optional Due Diligence to Mandatory Duty
	ABSTRACT
	1   |   Introduction
	2   |   The Proposed Directive
	2.1   |   The Mandatory due Diligence
	2.2   |   Identification of Potential Challenges, Opportunities, Gaps, and Contradictions Related to the CSDDD
	2.3   |   A Critical Viewpoint on the Potential Challenges, Opportunities, Gaps, and Contradictions Related to the CSDDD

	3   |   Concluding Remarks and Future Research
	Acknowledgements
	Conflicts of Interest
	Data Availability Statement
	References


