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Abstract 

The evolving discourse on sustainability transcends environmental conservation, encompassing a wider 

spectrum of concerns that involve an array of stakeholders including policy makers, investors, and civil 

society. This broad engagement has spurred legislative efforts within the European Union (EU) to 

incorporate sustainable practices across the corporate sector. Central to these efforts is the Corporate 

Sustainability Due Diligence Directive (CSDDD), a legislative framework initiated by the European 

Commission to mandate transparency in corporations’ environmental and human rights efforts. This paper 

delves into the CSDDD within the context of the EU's broader legislative and policy initiatives aimed at 

promoting sustainable development. It examines the directive's potential to transform corporate due 

diligence practices, its implications for EU and non-EU entities, and its broader impact on global 

sustainability standards. 

 

Introduction 

The urgency of addressing environmental degradation and human rights abuses has catalyzed a shift in 

legislative paradigms, particularly within the European Union. The Corporate Sustainability Due 

Diligence Directive (CSDDD), proposed by the European Commission in 2022, represents a pioneering 

approach to embedding sustainable practices within the corporate governance framework. This directive, 

alongside the Corporate Sustainability Reporting Directive (CSRD) and the EU Taxonomy Regulation, 

forms a cohesive regulatory regime aiming to harmonize sustainable business practices across the EU. 

This paper explores the genesis, objectives, and expected impacts of the CSDDD, positioning it as a 

cornerstone of the EU's commitment to sustainable development.  

 

Legislative Context and Objectives 

The CSDDD is a response to the increasing demand for corporate accountability in the realms of 
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environmental preservation and human rights protection. Set against the backdrop of the European Green 

Deal, the directive seeks to enforce comprehensive due diligence practices, compelling corporations to 

prevent, mitigate, and account for their operational impacts on human rights and the environment. This 

initiative not only aligns with the EU's ambitious climate goals but also signifies a shift towards mandatory 

compliance with sustainability standards. The directive's broad applicability to both EU and non -EU 

entities underscores its potential to set a global benchmark for corporate sustainability practices.  

 

Analysis of the Directive's Provisions 

This section analyzes key provisions of the CSDDD, including its scope, applicability, and the 

mechanisms it introduces for ensuring compliance. The directive's emphasis on transparency, 

accountability, and civil liability is discussed, highlighting its innovative approach to facilitating access 

to justice for individuals adversely affected by corporate activities. The analysis extends to the directive's 

sanctions and legal liabilities for non-compliance, illustrating the EU's resolve to enforce adherence to 

sustainability standards. 

 

Scope of the directive 

The agreement fixes the scope of the directive on large companies that have more than 500 employees 

and a net worldwide turnover over €150 million. For non-EU companies it will apply if they have over 

€150 million net turnover generated in the EU, three years from the entry into force of the directive. The 

Commission will have to publish a list of non-EU companies that fall under the scope of the directive.  

 

Financial Sector 

According to the deal reached today, financial services will be temporarily excluded from the scope of 

the directive, but there will be a review clause for a possible future inclusion of the financial downstream 

sector based on a sufficient impact assessment. (https://www.consilium.europa.eu/en/press/press-

releases/2023/12/14/corporate-sustainability-due-diligence-council-and-parliament-strike-deal-to-

protect-environment-and-human-rights/)  

 

Implications for EU and Non-EU Entities 

The CSDDD's extraterritorial reach has significant implications for non-EU entities, particularly those 

operating within the EU market or within the supply chains of EU-based companies. This section 

evaluates the directive's impact on large corporations, SMEs, and entities in countries aspiring to EU 
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accession, such as North Macedonia. The discussion encompasses the operational and strategic 

adjustments required for compliance, the directive's role in enhancing corporate accountability, and its 

potential to influence global sustainability practices.  

 

Challenges and Opportunities 

While the CSDDD presents a progressive step towards integrating sustainability into corporate 

governance, it also poses challenges in terms of implementation and enforcement. This section explores 

these challenges, including the complexities of global supply chain management, the directive's impact 

on SMEs, and the potential for regulatory divergence. Conversely, the opportunities afforded by the 

directive for advancing sustainability agendas, fostering innovation in sustainable practices, and 

enhancing the EU's leadership in global sustainability efforts are also examined.  

 

Conclusion 

The Corporate Sustainability Due Diligence Directive marks a significant milestone in the EU's  legislative 

efforts to promote sustainable development. By mandating comprehensive due diligence practices, the 

directive not only seeks to mitigate the adverse impacts of corporate activities on human rights and the 

environment but also aims to foster a sustainable and ethically responsible global economy. This paper 

has highlighted the directive's strategic significance, its potential to reshape corporate behavior, and its 

implications for global sustainability standards. As such, the CSDDD serves as a model for integrating 

sustainability into the core of corporate operations and governance, offering valuable insights for 

policymakers, corporations, and civil society alike in the pursuit of a more sustainable and equitable 

world. 
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