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Abstract

Sustainable development is a great challenge for societies: in times facing a global recession,
financial crisis, climate change, and energy crisis it is increasingly important to follow a long-term
strategy for further development to reach sustainability. Corporate social responsibility is a concept
whereby companies integrate social and environmental concerns in their business operations and
in their interaction with their stakeholders on a voluntary basis. A strategic approach to CSR is
increasingly important to the competitiveness of enterprises. It can bring benefits in terms of risk
management, cost savings, access to capital, customer relationships, human resource management,
and innovation capacity. In this contribution the activities of the European Union on sustainability
and corporate social responsibility were analyzed. The results revealed that by renewing efforts to
promote CSR, the Commission aims to create conditions favourable to sustainable growth,
responsible business behaviour and durable employment generation in the medium and long term.
With it’s strategy on CSR the European Commission emphasized the need for the establishment of
sector-based platforms for enterprises and stakeholders to make commitments and jointly monitor
progress, the improvement and tracking of levels of trust in businesses, the creation of guidelines
for the development of future self- and co-regulation initiatives and the improvement of company
disclosure of social and environmental information.

Keywords: European Union, corporate social responsibility, sustainable development.

Introduction Competitiveness and sustainability are

reinforcing concepts. Sustainable

Sustainable development stands for meeting
the needs of present generations without
harming future generations and their needs.
The sustainable development approach
contains a vision of progress integrating
intermediate and long-run objectives, local
and global activities, and considering the
economic, social, and environmental issues.
Sustainable development has economic,
environmental and social dimensions, and is
an overarching goal of the European Union.

development is the common development
strategy to exactly process and harmonize
the mutual relationships among population,
resource, environment, economy, and society
for developed countries and developing
countries in the 21st century (Zhou, 2009,
Eurostat, 2007, Bopp, 2006). Sustainable
development is a great challenge for
societies: in times facing a global recession,
financial crisis, climate change, and energy
crisis it is increasingly important to follow a
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long-term strategy for further development
to reach sustainability. Only an economy
based on sustainability principles is able to
secure prosperity and quality of life in the
longer run. Corporate social responsibility
refers to companies that voluntarily go
beyond what the law requires in order to
achieve social and environmental objectives
during the course of their daily business
activities. The European Commission
encourages companies to apply fair
employment practices that respect human
rights, particularly where products come
from outside the EU. This contribution
provides an overview on the activities of the
European Union on Corporate Social
Responsibility, providing an evaluation of the
impact of European Policy on CSR,
emphasizing its multidimensional character
and the role of public authorities and other
stakeholders for a modern understanding of
corporate social responsibility. In addition,
the strategy 2011-2014 on corporate social
responsibility, published by the European
Commission in October 2011, as part of the
Europe 2020 strategy, is analyzed, focusing
on the main topics of the agenda, such as
enhancing the visibility of CSR, improving
and tracking the levels of trust in businesses,
improving a self- and co-regulative process,
and enhancing market reward for CSR. On a
whole, the strategy aims to encourage
companies to further increase their
involvement in addressing employment and
social issues within the 2020 strategy, which
is one means of securing an exit from the
current economic crisis.

Literature Review

In response to a growing environmental
crisis and inequalities in global development,
sustainable development was adopted as a
leading concept by the international
community in the 20th century. The term
‘sustainable development’ is often used in
several ways and often with different
connotations (Zaccai 2002). It is a concept
based on concept and defining principles. The
term ‘sustainable’ can be used separated
from ‘development’, for example as
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‘sustainable agriculture’ or ‘sustainable
business’. In this case the adjective refers to
‘sustainable development’ and ‘offers the
possibility to integrate the concept’s
fundamental principles into an array of
application fields’ (Waas et al. 2011). The
term ‘sustainability’ is often used as a
synonym of ‘sustainable development'
Nevertheless, some scholars (such Gibson,
Robinson or Dresner) distinguish between
‘sustainable development’ and
‘sustainability’, and assert that ‘sustainable
development’ is primary about economic
growth and development, whereas
‘sustainability’ focuses on the environment.
‘The commonality is that both terms take into
account environmental considerations. The
difference is that the former refers to
“ameliorating” economic growth, taking into
account the environment, whereas the latter
is about “challenging” economic growth,
focusing on the ability of humanity to live
within the environmental limits of the planet.
This debate remains unresolved regarding
issues of “how” and even “whether” the terms
differ * (Waas et al. 2011). Scholars, such as
Lozano or Reid, ‘argue that sustainability
stands for the “goal”, whereas sustainable
development refers to the “process” to
achieve it, but also this view is not consensual
(Waas et al. 2011). Throughout this paper we
will use the terms ‘sustainable development’
and ‘sustainability’ interchangeably,
following the approach of the European
Commission: The concept of sustainable
development offers a vision of progress
integrating immediate and longer term, as
well as long-term objectives, local, national,
and global measures and considering the
economic, social, and environmental issues as
interdependent components of human
progress (European Commission
Environment, 2010). Sustainable
development cannot be brought about by
policies only: it has to be taken up by the
whole society as a principle guiding all the
choices that each single citizen makes every
day, as well as the overall economic and
political decisions to be made. Such an
approach requires changes in thinking, in
economic and social structures, and in the
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area of production as well as consumption
(European Commission Environment, 2010).
According to Khoso et al. (2010) sustainable
development in economics means the
exploitation of the earth’s natural resources
considering a process of conservation at the
same time, which means the efficient use of
resources while considering concepts such as
renewability, reusability, and substitution.
The concept of sustainable development
stands for all forms and methods of socio-
economic foundation of which the balance
between socio-economic systems and natural
potential has to be ensured, and lies in the
three spheres of environment, which are
society, economy, and issues such as climate
change, population growth, rapid depletion of
natural resources, and the risks for
increasing poverty involve two or all of these
spheres (Little and Green, 2009 & Aremu and
Adeyemi, 2011). The need for humanity to
live sustainably...to be a ‘sustainable world’
has roots dating back thousands of years in
concerns expressed at the environmental
damage humans cause (Clifton, 2010). A
sustainable world is a concept based on
different value systems, cultural contexts, and
perceptions of reality (Gibbs and Kriiger,
2005, Dobson, 1996). The term corporate
social responsibility was first formalized by
Bowen (1953), who argued that ‘it refers to
the obligations of businessmen to pursue
those politics, to make those decisions, or to
follow those lines of actions which are
desirable in terms of the objectives and
values of society’ (Lombardo/D’Orio 2012).
According to Lombardo and D’Orio (2012) a
crucial development of the term corporate
social responsibility can be seen in the work
of Davis (1967), who included institutions
and enterprises in the concept of CSR. ‘At a
distance of some decades, although many
scholars assume that there is an inherent
compatibility of profit- making and fulfilling
the needs of society, there is no consensus on
the definition of CSR (Lombardo and D’Orio,
2012). According to the European
Commission  (2001), corporate social
responsibility is ‘a concept whereby
companies integrate social and
environmental concerns in their business

operations and in their interaction with their
stakeholders on a voluntary basis’. In 2011
for the European Commission (2011f)
‘Corporate social responsibility concerns
actions by companies over and above their
legal obligations towards society and the
environment. Certain regulatory create an
environment more conducive to enterprises
voluntarily meeting their social
responsibility.” The Commission now follows
a broader approach than it did in 2001. ‘A
strategic approach to CSR is increasingly
important to the competitiveness of
enterprises. It can bring benefits in terms of
risk management, cost savings, access to
capital, customer relationships, human
resource management, and innovation
capacity. Because CSR requires engagement
with internal and external stakeholders, it
enables enterprises to better anticipate and
take advantage of fast changing societal
expectations and operating conditions. It can
therefore drive the development of new
markets and create opportunities for growth.
By addressing their social responsibility
enterprises can build long-term employee,
consumer and citizen trust as a basis for
sustainable business models. Higher levels of
trust in turn help to create an environment in
which enterprises can innovate and grow.
(European Commission 2011f).

Corporate Social Responsibility Activities
within the European Union

‘The economic crisis and its social
consequences have to some extent damaged
consumer confidence and levels of trust in
business. They have focused public attention
on the social and ethical performance of
enterprises. By renewing efforts to promote
CSR now, the Commission aims to create
conditions favourable to sustainable growth,
responsible business behaviour and durable
employment generation in the medium and
long term.” (European Commission 2011f).
The Commission has played a pioneering role
in the development of public policy to
promote CSR. In 2006 the Commission
published a new policy to support a business-
lead initiative called the European Alliance



for CSR and identified priority areas for EU
action: awareness-raising and best practice
exchange; support to multistakeholder
initiatives; cooperation with Member States;
consumer information and transparency;
research; education; small and medium-sized
enterprises; and the international dimension
of CSR (European Commission 2011f). A
modern definition for CSR, given by the
European Commission (2011f) is defining it
as ‘the responsibility of enterprises for their
impacts on society”. Respect for applicable
legislation, and for collective agreements
between social partners, is a prerequisite for
meeting that responsibility. To fully meet
their  corporate  social responsibility,
enterprises should have in place a process to
integrate social, environmental, ethical,
human rights and consumer concerns into
their business operations and core strategy in
close collaboration with their stakeholders.
The Commission has identified factors that
will help to further increase the impact of its
CSR policy, including:

¢ ‘The need for a balanced multistakeholder
approach that takes account of the views of
enterprises, non-business stakeholders and
Member States.

¢ The need to better clarify what is expected
of enterprises, and to make the EU
definition of CSR consistent with new and
updated international principles and
guidelines.

¢ The need to promote market reward for
responsible business conduct, including
through investment policy and public
procurement.

e The need to consider self- and co-
regulation schemes, which are an
important means by which enterprises
seek to meet their social responsibility.

e« The need to address company
transparency on social and environmental
issues from the point of view of all
stakeholders, including enterprises
themselves.
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* The need to give greater attention to
human rights, which have become a
significantly more prominent aspect of CSR.

* The need to acknowledge the role that
complementary regulation plays in creating
an environment more conducive to
enterprises voluntarily meeting their social
responsibility’ (European Commission
2011f).

In October 2011 the European Commission
published a new policy on corporate social
responsibility, which states that to fully meet
their social responsibility, companies “should
have in place a process to integrate social,
environmental, ethical and human rights
concerns into their business operations and
core strategy in close collaboration with their
stakeholders” (European Commission 2011f).
The aim is both to enhance positive and to
minimize and prevent negative impacts.
Actions defined in the strategy address the
following areas:

* ‘Enhancing the visibility of CSR and
disseminating good practices: this includes
the creation of a European award, and the
establishment of sector-based platforms
for enterprises and stakeholders to make
commitments and jointly monitor progress.

* Improving and tracking levels of trust in
business: the Commission will launch a
public debate on the role and potential of
enterprises, and organise surveys on
citizen trust in business.

e Improving self~- and co-regulation
processes: the Commission proposes to
develop a short protocol to guide the
development of future self- and co-
regulation initiatives.

* Enhancing market reward for CSR: this
means leveraging EU policies in the fields
of consumption, investment and public
procurement in order to promote market
reward for responsible business conduct.
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e Improving company disclosure of social
and environmental information: the new
policy confirms the Commission’s intention
to bring forward a new legislative proposal
on this issue.

e Further integrating CSR into education,
training and research: the Commission will
provide further support for education and
training in the field of CSR, and explore
opportunities for funding more research.

¢ Emphasizing the importance of national
and sub-national CSR policies: the
Commission invites EU Member States to
present or update their own plans for the
promotion of CSR by mid 2012.

For companies seeking a formal approach to
CSR, especially large companies, authoritative
guidance is provided by internationally
recognized principles and guidelines,
representing an evolving and recently
strengthened global framework for CSR.
European policy to promote CSR should be
made fully consistent with this framework.
‘According to these principles and guidelines,
CSR at least covers human rights, labour and
employment practices (such as training,
diversity, gender equality and employee
health and well-being), environmental issues
(such as biodiversity, climate change,
resource efficiency, life-cycle assessment and
pollution prevention), and combating bribery
and corruption. Community involvement and
development, the integration of disabled
persons, and consumer interests, including
privacy, are also part of the CSR agenda. The
promotion of social and environmental
responsibility through the supply-chain, and
the disclosure of non-financial information,
are recognised as important cross-cutting
issues. The Commission has adopted a
communication on EU policies and
volunteering in which it acknowledges
employee volunteering as an expression of
CSR’, emphasizing the multidimensional
character of CSR. (European Commission
2011f). The development of CSR should be
led by enterprises themselves. Public
authorities should play a supporting role

through a smart mix of voluntary policy
measures and, where necessary,
complementary regulation, for example to
promote transparency, create market
incentives for responsible business conduct,
and ensure corporate accountability.
Companies must be given the flexibility to
innovate and to develop an approach to CSR
that is appropriate to their circumstances. A
report on the implementation of this action
agenda should be published in time for a
review meeting scheduled for mid 2014. By
disclosing  environmental, social, and
governance information, companies often
find that they can better identify and manage
issues that influence their business success.
A good disclosure of non-financial
information enables investors to contribute
to a more efficient allocation of capital and
better achieve longer-term investment goals
and it can help to make companies more
accountable and contribute to higher levels of
citizen trust in business (European
Commission 2012)

European Law

European law makes in  Directive
2003/51/EC the following requirement on
companies. ‘To the extent necessary for an
understanding of the company's
development, performance or position, the
analysis [in the annual review] 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’ (European Commission
2003). Member States can choose to exempt
small and medium-sized companies from this
requirement. ‘The annual report (of
companies) shall include at least a fair review
of the development and performance of the
company's business and of its position,
together with a description of the principal
risks and uncertainties that it faces. The
review shall be a balanced and
comprehensive analysis of the development
and performance of the company's business
and of its position, consistent with the size
and complexity of the business; To the extent



necessary for an understanding of the
company's development, performance or
position, the analysis 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’ (European Commission
2003). The European Commission has made a
commitment to ‘present a legislative proposal
on the transparency of the social and
environmental information provided by
companies in all sectors’ (Single Market Act,
SEC(2011)467). An impact assessment is
currently ongoing to analyse different
options. The Commission established an
expert group to provide inputs to the impact
assessment. The Expert Group on Disclosure
of Non-Financial information by EU
Companies has been established with the
specific mandate to provide expert advice to
the Commission in the context of the Impact
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Assessment currently being prepared by the
Commission services. Among other things,
the following basic questions should be
answered by the expert groups involved in
the assessment: Could a principle-based
international reference framework for
reporting on CSR at EU level improve
comparability and relevance of CSR
reporting? What would be the consequences
of the adoption of more detailed reporting
requirements  (i.e. Key  Performance
Indicators) at EU level? An EU framework on
non-financial = reporting should leave
appropriate flexibility for companies to
decide the topics to report on and the metrics
to be used. Experts agreed than any undue
administrative burden should be avoided
(European Commission 2011a,b). To decide
on an existing framework or develop a new
one experts had to address main summarized
in table 1.

Table 1: Expert Questions on Framework Options

Type of Framework

[s specific information with a cost/benefit analysis for the
mentioned frameworks available?

Would experts be able to evaluate which costs would be
significant for companies (i.e. setting up, running, total, etc.)?

Which benefits could companies derive from in the medium or
long term, and to what extent are these quantifiable?

Do experts have evidence that non-financial reporting helps
companies to better integrate social and environmental issues
into business operations and strategies?

Business Accountability

To ensure appropriate quality of non-financial disclosure by
companies would there be added value in having this
information assessed by external auditors?

Could independent expert opinions on CSR aspects be a tool for
companies to improve management and controls relevant for the
long-term sustainability and success?

The capital market

How could be considered that investors could directly benefit
from better disclosure of non-financial information?

How important is the role of investors in encouraging companies
to disclose non-financial information?

The Expert Group has discussed a number of
general issues, including the scope and
nature of a potential mandatory requirement,

the principles and topics that a non-financial
report should be based on, as well as the role
and impact that mandatory disclosure of non-
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financial information might have on the

accountability of  business, company
performance and capital markets. The
Commission  services are considering

whether a disclosure requirement should
take the form of a general reporting
obligation, or rather be translated into a
"comply or explain" approach. The outcome

of the expert group and European
Commission services meetings is
summarized in table 2  (European

Commission 2011c). A legislative proposal on
the disclosure of non-financial information by
companies is planned for the first half of
2012.

Table 2: Analysis Results of the Expert Group and European Commission Services

A) RESULTS FOR EXPERT GROUP MEETINGS

Question [

How strict should the requirement to disclose non-financial information be?

Option 1 Companies should say whether or not they have a CSR policy.

Option 2 Companies should disclose non-financial information, or explain why not.

Option 3 Companies should disclose non-financial information.

Commission The Commission services are aware of the need not to create unnecessary

statement administrative burdens for industry in general, particularly given the current economic

climate.

Question I1

which companies should be targeted by a legislative requirement?

Option 1 Large companies

Option 2 Large and listed companies

Option 3 All companies

Commission The reporting boundary represents another important issue. In the case of a group, the
statement report should be at least a consolidated report integrating information on the parent

company as well as its subsidiaries. However, some stakeholders argue that adverse
impacts often occur through the operations of the company subcontractors and that
some information on companies operating in the sphere of influence of the company
(such as subcontractors, suppliers) is needed

Question 111

Should legislation stipulate to what extent non-financial disclosure should apply across a group or beyond?

If so, how?

Option 1 The report must include information on the parent company and its subsidiaries.

Option 2 The report must include information on the parent company and its subsidiaries and
mention if other companies are included in the analysis.

Option 3 The report must include all entities acting in the sphere of influence of the company.

Question IV

Should legislation indicate specific principles as regards the quality of the disclosure? If so, which ones?

Option 1 No mandatory principles concerning the quality of the information

Option 2 Principles would be: material, comparable, accurate, timely, reliable, clear, verifiable
and forward-looking as well as retrospective information.

Option 3 Other principles to be specified

Commission The Commission services are considering whether the EU legislation should also define

statement the content of the report or leave it to companies to decide. Some experts are of the
opinion that companies need flexibility in these areas, whereas others support a more
prescriptive approach.

Question V

Should legislatio

n define the content of the disclosure? If so, how?
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Option 1

No prescription as regards the content of the disclosure.

Option 2

Legislation requires that non-financial disclosure contains a minimum set of elements,
including

A - The company's assessment of risks and opportunities on non-financial issues
relevant to its particular business;

B - Description of the company's policy on non-financial issues, and whether this
policy is part of its overall business strategy;

C - Description of how this policy is implemented in its operational activities (including
systems and procedures);

D - Description of results and forward-looking expectations;

E - Description of measurement methodology;

F - Whether the report is based on internationally recognized standards, guidelines or
principles and if so, which ones

Question VI

Should legislation require a set of specific topics to be covered by non-financial disclosure?

Option 1 information on environmental and employee matters

Option 2 information on environmental, social (including employee), human rights and
corruption matters

Option 3 Provide information by referring to aspects included in international frameworks.

Option 4 legislation should include a detailed and specific list of topics - please provide

suggestions

B) RESULTS FOR EUROPEAN COMMISSION SERVICES MEETINGS

Question I

Should the EU legislation include specific reference to SMEs?

Option 1 No provisions referring to SMEs.

Option 2 Requirement that SMEs state whether they have a CSR policy

Option 3 Some kind of comply or explain regime for SMEs

Option 4 Legislation should set out a voluntary, "lighter" regime for SMEs including some

principles and/or SME an optin clause.

Question I1

Should legislation require that non-financial information is disclosed in the annual report?

Option 1 Companies can choose where /how to disclose non-financial information (i.e. in the
annual report, in a separate sustainability report, website, etc).

Option 2 Non-financial information should be disclosed in the annual report.

Question 111

Should legislation require independent verification of non-financial disclosures?

Option 1 Legislation should not prescribe independent verification

Option 2 Companies should ensure that the report is subject to appropriate independent
Verification

Option 3 Non-financial information should be subject to the same requirements as for financial

information

Question IV
Should legislatio

n require independent verification of non-financial disclosures?

Option 1

Legislation should not mandate the involvement of stakeholders in the reporting
process.

Option 2

Companies shall ensure that the report is subject to prior consultation with concerned
stakeholder groups and to involve them in the verification of information disclosed.
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Public Consultation on Non-Financial
Reporting

Between 2009 and 2010 the services of the
European Commission hosted informal
workshops that examined the disclosure of
non-financial information from the
perspective  of different stakeholders,
supporting the work of the European Alliance
on Corporate Social Responsibility. The EU
2020 Agenda (sustainable growth and jobs)
promotes the renewal of CSR. In 2010 the
European Commission launched an online
public consultation to gather views on the
disclosure of non-financial information by
enterprises. Until 2011 A total of 259

responses were received from interested
stakeholders: preparer (non-financial
companies, organization of companies or
financial institutions, other), user (analyst,
investor/investor organization, non-
government organizations/other
organizations of stakeholders, trade union,
private person/customer) , public authority
(audit/market regulator, government
ministry/agency, other), accountants and
auditors (accounting/audit firm, association
of accountants and auditors). Table 3 shows
main questions of the questionnaire designed
for that public consultation (European
Commission 2011d).

Table 3: Questionnaire

Questions
Q1: How would you consider the current regime of disclosure of non-financial information
applicable
Rating Very poor Poor Sufficient Good Very
good
Comment

environmental and social information

Q2: Have you evaluated the effects, and costs and benefits, of any current corporate disclosure of

Rating Yes

No | No opinion

Comment

comparability it should be based upon

Q3: For an EU measure on reporting on non-financial information to achieve materiality and

Select Principles Key performance indicators (KPI) other
general?
Sector related?

Comment

Q4: Please comment on whether the Commission should endorse or make reference to any existing
international frameworks; or whether companies should be required to select relevant indicators
together with their investors and other stakeholders and to disclose information according to such
indicators, depending on the use that different stakeholders would make of such information.

Comment |

Q5: Should European Policy promote the concept of ‘integrated reporting’

explanation Integrated reporting refers to a report that integrates the company’s key
financial and non-financial information to show the relationship between
financial and non-financial performance (environmental, social, governance)
Comment

‘About half of the responses were received by
companies/preparers and users of accounts,
whereas the remaining contributions were
split amongst NGOs and other organizations,

Accountants and Auditors, Public Authorities
and Standard Setters, and other contributors
including individuals and academics. More
than half of the contributions came from



three Member States (DE, FR and UK), while
the remaining responses were split amongst
other Member States (AT, BE, CS, CY, DK, ES,
Fl, IE, IT, LU, NL, PL, SV) as well as EU-wide,
international or Third Countries
organizations from Colombia, Israel, Japan,
Mexico, New Zealand, Norway, Switzerland
and USA’. (European Commission 2011e).

Discussion

‘Corporate  Social Responsibility looks
different from country to country. In some EU
Member states the concept is established and
there is a high level of company awareness
supported by effective public policies to
promote CSR. In other European countries,
the awareness and development of corporate
social responsibility is much less advanced’
(European Commission 2011f). In 2011 the
European Commission published a
compendium of public CSR policies in the EU
which gives an overview of public policies on
CSR in the 27 EU Member States and the
European Union. ‘A strategic approach to
corporate social responsibility is increasingly
important to the competitiveness of
companies. It can bring benefits in terms of
risk management, cost savings, access to
capital, customer relationships, human
resource management, and innovation
capacity. Because CSR requires engagement
with internal and external stakeholders, it
enables enterprises to better anticipate and
take advantage of fast changing societal
expectations and operating conditions. It can
therefore drive the development of new
markets and create opportunities for growth.
The European Commission has identified
three areas of European policy that can be
leveraged to strengthen the market reward
for responsible business conduct:

¢ Consumption: the revision of the
Sustainable Consumption and Production
Action Plan may provide an opportunity to
identify new measures to facilitate more
responsible consumption practices.

¢ Public procurement: in its review of the
Public Procurement Directives, the
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Commission intends to facilitate the better
integration of social and environmental
considerations into public procurement.

* Investment: the Commission will consider
a requirement on all investors to inform
their clients about ant ethical or
responsible investment criteria they apply.

‘For corporate social responsibility reporting
the European Commission has made a
commitment to present a legislative proposal
on the transparency of the social and
environmental information provided by
companies in all sectors. An impact
assessment is currently ongoing to analyse
different options. The Commission
established an expert group to provide inputs
to the impact assessment’ (European
Commission 2011f).Till 2010 the European
Commission hosted a series of multi-
stakeholder workshops on the disclosure of
environmental, social and governance
information and launched an online public
consultation to gather views on the
disclosure of non-financial information by
companies.

The Survey: Results (European Commission
2011e)

Question Q1 ( How would you consider the
current regime of disclosure of non-financial
information applicable): ‘Roughly half of the
respondents considered the current regime
as ‘at least sufficient’ while the other half
considered it as "poor/very poor".
Respondents broadly indicated that the legal
regimes are significantly different across
Member States and opinions therefore varied.
Due to the lack of a common framework
ensuring an adequate level of comparability
many respondents found it complicated to
make an assessment of companies operating
in the EU.

Analyzing the results to Q1 we recommend
that the European Commission should focus
on the development of a legal framework of
disclosure of non-financial information on an
member-wide level. The framework should
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be mandatory in all member countries, so
that companies operating EU wide are not
faced with the problem to consider complex
legal frameworks, different in selected
countries they are operating in.

Question Q2 (Evaluation of effects, and costs
and benefits, of any current corporate
disclosure of environmental and social
information): ‘Most respondents considered
the assessment of costs and benefits of
corporate  reporting of non-financial
information as important, with about half of
the contributors stating that they have done
some research, or analysis, or that they have
assessed the research conducted by third
parties. Although many stakeholders were
not able to quantify costs and benefits, a
significant number of contributors provided a
qualitative analysis related to mandatory
disclosure. As far as costs are concerned, data
collection, internal processing and
consolidation, staff  training/education,
development of specific tools and potential
third party verification were quoted amongst
the main factors that might cause significant
administrative burden. On the benefits side,
positive effects relating to increased
transparency, reputation, branding, global
competitiveness, credibility, and generally
increased attractiveness for both consumers
and investors were highlighted in a
significant number of contributions. A
relevant number of stakeholders also pointed
out that the costs, although potentially quite
significant, would most likely be outweighed
by the potential benefits’.

Analyzing the results to Q2 we recommend
that the European Commission support
companies in their research on cost and
benefit development for any current
corporate disclosure of environmental and
social information. Supporting third party
research and making the results of this
research available for all companies and
promoting this availability could decrease the
administrative burden for companies,
because they do not need to do topic related
research on their own, can source third party
conducted analysis results, and benefit from

these research approaches. It could be the
role of the European Commission to support
EU wide third party research, to promote the
availability of research results among
member countries and to force the member
country wide structured exchange for
research results. Additionally, there could be
defined a structure on country level, how
companies could access these research
results. For companies operating in more
than one member country, structured should
be offered to gather industry related
information for all countries they are
working in.

Question Q3 (EU measures on reporting on
non-financial  information to  achieve
materiality and comparability): ‘A majority of
respondents agree that information relating
to all the aspects mentioned in the question
(i.e. whether or not a company has a CSR
policy, the principle business risks and
opportunities as well as key information on
certain issues) was relevant and should be
disclosed. While some respondents did not
see the need to introduce more extensive
requirements, at least in the short or medium
term, others indicated that non-financial
reporting would enable companies to "tell
their story” by disclosing their core business
model, strategy and key business risks. This
would provide a certain degree of flexibility
for companies to disclose information that
they consider relevant.’

Analyzing the results to Q3 we recommend
that the European Commission starts a
programme to inform companies about main
issues, advantages and possible challenges of
including non-financial issues in their
reporting. A majority of companies agree
that there is a need for disclosing such
information, but the potential administrative
burden harms them doing the first steps for
disclosing non-financial topics. With the help
of the proposed program companies should
be encouraged including non-financial topics,
why getting information about short-tem and
long-term challenges and should get
guidelines for starting and managing their
efforts on disclosure. The trend from Q3



indicated that companies know there is a
need for disclosure but actions from
companies’ side are not continuously taken.
With the proposed program and guidelines
for companies, as a whole package, disclosure
activities could be started and directed.

Question Q4 (Selection of a framework):
Respondents generally considered that there
was value in reporting on non-financial
aspects based on both overall principles as
well as key performance indicators (KPIs)
and indicated that both could co-exist in a
future EU approach, with no clear consensus
for one option or the other. Many
respondents stated that a set of Kkey
performance indicators could be universally
applied to all companies and sectors, while
others favoured a system of sector-specific
indicators.’

Analyzing the results to Q4 the European
Union should decide on which kind of
framework has to be used, an universally
applied one for all sectors or industry-based
frameworks. To be able to decide on, the
European Commission has to find out how an
universally applied framework would fit for
all companies. Using industry samples
(representative companies from different
industries) the European Union could
examine how an universal framework could
be applied and analyze the results, evaluating
challenges and limitations. Based on this
analysis it should be analyzed how
limitations of an wuniversally applied
framework could be overcome without
defining industry-based (sub)frameworks. In
case the framework could include flexible
part, which could be adopted by companies,
and this could support them to overcome the
limitations of the basic framework, there
would be no need to differentiate between
industries. In case they could not overcome
limitations, indicated before, industry-based
frameworks are an option to follow. Apart
from this, it should be considered if in these
flexible parts also country related issues
should be included or if all frameworks
(member country-wide) can be designed in
the same way. In general, the more (sub)
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frameworks are defined, the more
complicated it would be in the longer run to
compare results on company level. Therefore
the European Commission should follow the
KISS approach, and keep it small and simple.

Question Q5  (Integrated  reporting):
‘Respondents were generally supportive of
the integrated reporting concept, regardless
of the group, and mentioned it should be
supported in EU policy, particularly as a
medium-term approach. Nevertheless, other
respondents were more hesitant, indicating
that a significant development effort is still
necessary before considering mainstream use
of integrated reporting. A number of
respondents firmly questioned the feasibility
of integrated reporting in the short term, the
most commonly expressed concerns being
that coordinating financial and non-financial
reporting could lead to an information
overload, or a sub-optimal amount of
information. It was also argued that specific
target audience of a separate CSR report may
be lost in integrated reporting, and that it
would be an onerous and costly process.’

Analyzing the results to Q5 the European
Commission has to answer the following
questions: (1) How can integrated reported
be supported in a medium-term approach?
(2) How can the development of an
integrated reported be organized, minimizing
the administrative burden for member
countries and single companies? (3) Is the
installation of an integrated reporting
feasible in the short term? (4) Is there the
threat of an information overload for
addresses of the reports, because financial
and non-financial information is provided in
one report? (4a) If yes, how can this
information overload be avoided? (4b) How
can an optimal level of information be
defined and which company related
parameters have to be considered? (5) How
is the cost structure for the integration
process? Answering all these questions could
show the European Commission how to focus
on what and to be able to decide about the
scope of integrated reporting for companies.



13 Journal of EU Research in Business

Conclusion

The European Commission was a pioneer in
developing a public policy to promote
corporate social responsibility, defining in
their ,European Alliance’ (2006) the support
of multistakeholder CSR initiatives, research
and education on CSR, and the support of
small and medium-sized companies in their
CSR activities, as priority areas for the
European Union to focus on, accompanied by
an applicable legislation and collective
agreements between social partners. With it’s
new strategy on CSR (2011) the European
Commission emphasized the need for the
establishment of sector-based platforms for
enterprises and stakeholders to make
commitments and jointly monitor progress,
the improvement and tracking of levels of
trust in businesses, the creation of guidelines
for the development of future self- and co-
regulation initiatives and the improvement of
company  disclosure of social and
environmental information. For companies
seeking a formal approach to CSR, especially
large companies, authoritative guidance is
provided by internationally recognized
principles and guidelines, representing an
evolving and recently strengthened global
framework for CSR. The European
Commission has made a commitment to
‘present a legislative proposal on the
transparency of the social and environmental
information provided by companies in all
sectors’, an impact analysis is currently
ongoing. The Commission considers whether
a disclosure requirement should take the
form of a general reporting obligation, or
rather be translated into a "comply or
explain" approach. A legislative proposal on
the disclosure of non-financial information by
companies is planned for 2012. Corporate
Social Responsibility looks different in
member countries, with a concept,
establishing a high level of company
awareness supported by effective public
policies to promote CSR. Till 2010 the
European Commission hosted a series of
multi-stakeholder =~ workshops on the
disclosure of environmental, social and
governance information and launched an

online public consultation to gather views on
the disclosure of non-financial information by
companies. The results of these activities
were analyzed in this contribution.
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