Due diligence proposal: no assurance for SMEs

Brussels, 23/02/2022 - In a first reaction to the proposal on Corporate Sustainability
Due Diligence Directive, SMEunited welcomes the Commission’s pragmatic and
balanced approach. However, SMEunited fears the negative impact on SMEs,
although they are out of the scope of the new legislation.

“The European Commission rightly opted to exclude SMEs from the scope of the
Directive,” SMEunited President Salminen stated in a first reaction. “As SMEunited
stressed already in the past, the financial and administrative burden to set up and
implement a due diligence process would be extremely high and impact SMEs
disproportionally. In addition, they do not have the necessary know-how and market
power. We appreciate that the Commission recognises this.”

Nevertheless, Mr Salminen fears the negative effects on SMEs since enterprises in the
scope of the Directive will have to identify potential adverse effects in their supply chain.
SMEunited appreciates the fact that large enterprises will be required to provide support
to SMEs in their supply chain. However, we have concerns whether and how it will be
the case. Equally, the obligation to produce a yearly assessment report detailing the
implementation of the due diligence obligations will have a serious impact on SMEs and
imposes additional administrative burdens in addition to the reporting obligations of the
CSRD.

The proposal also introduces a “duty of care” for directors of companies, which obliges
to adopt an action plan to explain their business model and show that their business
strategy is compatible with a sustainable economy. This action plan should then be
taken into account in the remuneration of company managers. Again, the exclusion of
SMEs of the scope is more than justified, Mr Salminen stated, “as this is not adapted to
the reality of our small companies, mainly family businesses.”

Finally, Mr Salminen welcomes that Member States and the Commission will have to
provide accompanying measures and tools for SMEs. “It is a longstanding request from
SMEunited, and we are grateful that the Commission has recognised the need. These
measures have to be developed in close cooperation with the SME organisations.
SMEunited is offering all its support and involvement,” Mr Salminen concluded.
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