Michelle Sikkes
Dissertation
July 2nd 2008 
----------------------------------------------------------------------------------------------------------------------------
Error! Style not defined.
---------------------------------------------------------------------------------------------------------------------------

Corporate Social Responsibility

&

National and European legislation

[image: image1.png]




Preface
This dissertation is written in order to conclude my study in the field of Public Administration at The Hague School of European Studies (HEBO). This final paper illustrates in what ways national and European legislation contribute to the development of Corporate Social Responsibility. The answer to this central question is based on the research results that are reflected in this dissertation. 
I would like to thank Casper van Vliet who was prepared to cooperate with this research. In addition, I also would like to thank Paul Nixon my supervisor, for his help, patience, and support.

Michelle Sikkes 

The Hague, July 2nd 2008.
The Hague School of European Studies

 Table of Contents

2Preface


3Table of Contents


4Introduction


5Chapter 1: Corporate Social Responsibility


51.1 Definition


61.2 Factors influencing the development of CSR


9Chapter 2: CSR and legislation


92.1 Introduction


92.2 Explanatory features on CSR legislation


12Chapter 3: What national legislation is currently active?


123.1 Introduction


123.2 The United Kingdom


143.3 The Netherlands


163.4 Fra nce


173.5 Conclusion case studies


18Chapter 4: What European legislation is currently active?


20Chapter 5: Comparative analysis European and national legislation


205.1 In what way do EU and national legislation vary?


215.2 In what way do European and national legislation complement each other?


225.3 To what extent do national and European legislation contribute to the development of CSR?


225.4 Do national and European legislation add/supplement to the development of CSR


235.5 Does one need European and national legislation?


24Conclusion


26References to literature /bibliography




Introduction

These days, businesses and organizations pay wider attention to the environment, the impacts of their activities and the interests of society than in former years. Businesses all want to do well; more and more standards are being developed, as well as legislation. But what are the limits to the governments readiness to legislate for new forms of business behaviour rather than rely on self-regulation? Where does the responsibility of business stop and that of Government or society begin?

This dissertation illustrates in what way national and European legislation contribute to the development of Corporate Social Responsibility (CSR). In the first chapter of this report, the definition of the notion “Corporate Social Responsibility” will be given. Moreover, this chapter will provide an explanation of the different factors that influence the development of CSR. 
The second chapter will provide an introduction to CSR and the relevant legislation. Moreover, this chapter will explain where the gradual movement towards CSR regulation in Europe comes from and what difficulties are faced with CSR and legislation. 
The third chapter will show which national legislation concerning CSR is currently active. This will be illustrated on the basis of the active legislation in the United Kingdom, the Netherlands, and France. Subsequently, the fourth chapter will outline the European legislation that is currently active.

The fifth chapter comprises of a comparative analysis of the active European and national legislation concerning CSR. This chapter will look, for example, at the way that EU legislation differs from national legislation and the ways in which the current European and national legislation overlap each other. Moreover, this chapter will examine to what extent national and European legislation contribute to the development of CSR and if European and national legislation actually supplement to the development of CSR.  
Finally, a conclusion will be given to the question: “in what way do national and European legislation contribute to the development of Corporate Social Responsibility (CSR)?” To give an answer to this question, research has been undertaken. Several research methods have been used, such as a literature search, the Internet and information provided by the Government of France, Britain, the Netherlands, and the European Union.
Chapter 1: Corporate Social Responsibility
1.1 Definition

At the present time, the definition of what Corporate Social Responsibility (CSR) comprises is very indistinct. As has been outlined by Kotler and Lee (2005) in the book Corporate Social Responsibility, do “different organizations, stakeholders, and sectors contain different meanings on Corporate Social Responsibility” (p.3). The British Government and the Organisation for Economic Co-operation and Development (OECD) for example, see CSR as a business contribution to its sustainable development goals. They suggest that CSR is about the way that businesses equalize the economical, environmental, and social impacts in the way that the Government or the organization itself operates (Government UK, 2008). The CSR Network, the leading consultancy on CSR on the other hand, defines CSR as “a company's commitment to be accountable to its stakeholders” (CSR Network, 2008). Here, the focus is led more on the way that businesses align their values and behaviours to the wishes of its stakeholders. However, if one looks at the definition of CSR persisted by academics, one could state that they do not even stick to a fixed definition. Instead, academics test the matter to a six-step scale to define whether something could be regarded as Corporate Social Responsibility (Morten Ougaard, 2005). Henceforth, at present time many definitions of the concept are known, varying and overlapping each others content. 
Nevertheless, despite this indistinctness of what the precise definition of CSR encloses, one could state that in literature and organization’s definitions a broad consensus of several elements portraying Corporate Social Responsibility can be noticed. Particularly, the interaction with stakeholders, the maximization of benefits into businesses and the integration of social, economical, legal, and environmental concerns, is stated to enclose the basis principles of CSR (European Commission, 2008, “what is CSR?” section 2, Government UK, 2008, “what is CSR?” section 1, CSR Wire, 2008, p.1, Habisch, et al, 2005, p. 335). In addition, CSR is identified by its voluntary aspect and compliances with minimum legal requirements. This addresses both its own competitive interests and the interests of wider society (Government UK, 2008, “what is CSR?” section 2). In other words, CSR is about different responsibilities that coincide with each other, and about the relationship with its vicinity. The vision that a company is intercalated into society and needs to address its responsibilities to its surroundings lies hereby at the basis of CSR.  
It should be noted however that the definition of Corporate Social Responsibility on the European mainland varies from the definition in the United States. In the United States, the definition of CSR is based upon a philanthropic model. That is to say, that the focus is on making as much money as possible; however, it is supposed to donate a certain percentage of the profit to charitable causes. The European definition instead, as has been described above, focuses more on operating the core business in a socially responsible way, complemented by investment in communities for solid business reasons (The Law Society, 2002).  
Lastly, CSR is currently not the only concept used to denote the growing concern for businesses to undertake socially. This is what it even makes it harder to understand what Corporate Social Responsibility actually compromises of. For example, one often confuses CSR with notions such as corporate citizenship, which reflects the strategy of a company to engage with society, and corporate governance that reflects the system by which business corporations are directed and controlled (Centre for Corporate Citizenship, 2008, UTS Centre for Corporate Governance, 2008). It should however be noted that these notions can overlap CSR, but compromise different things. 
1.2 Factors influencing the development of CSR

The development and current form of CSR can be explained by three factors. However, to explain these factors, one needs to go back in history and look at the way that CSR has gained ground in Europe and the way it has developed. Since its inception in the United States in the early 1980s, the influence of Corporate Social Responsibility has spread over the world, including Europe in the 1990s (Vogel, 2005, p. 8). It was not that CSR was something new to most European countries, countries such as the United Kingdom and the Netherlands for example were already heading towards ‘social entrepreneurship’. In the United Kingdom for instance, well-off Victorians felt already compelled to do good at the end of the 19th century, in order to prove their moral worth to society (Channel 4, 2008). In addition, in the Netherlands manufactures were already filling up the loss to social relief at the end of the 18th century due to the social consequences of the industrial revolution (MVO Nederland, personal e-mail, May 30, 2008). As the influence of CSR spread over Europe from the United States, European countries took over the label “Corporate Social Responsibility’ and embraced the concept as a key part of their businesses (Centre For European Reform, 2003, p. 5). 
Knowing this, it can firstly be said that the development of Corporate Social Responsibility was influenced by the adoption of CSR standards. From the 1990s onwards, organizations started to develop their own standards to pay attention to wider society. This created an immense increase of different instruments supporting these standards. Here, one could for example think of codes, strategies, guidelines, labelling schemes and screenings (CSR Centre, 2005, p.1). As the OECD made an inventory for the first time in the 1990s, it identified an amazing 233 codes established by companies, from which many covered social and environmental issues (OECD, 1999). One of these codes was the Caux Round Table Principles for Business, set up in 1994, which defined principles for Japanese, American and European business leaders to improve economic and social conditions (Council for Better Corporate Citizenship, 2003, Caux Round Table 2003). Other codes were the Global Compact 2000 standard of the United Nations and the OECD Guidelines for Multinational Enterprises 2000 that suggests certain behaviour patterns to be followed by multinational corporations (Council for Better Corporate Citizenship, 2003). The latter is currently one of the most important guidelines concerning CSR worldwide. Nevertheless, since 2000 many other standards have also been established, bringing CSR to its current form.

Furthermore, the development and current form of Corporate Social Responsibility has been influenced by environment pressure. As indicated by the Centre of European Reform, ‘CSR has become an integral part of the debate over globalization by which the demands on organizations for socially responsibly behaviour have become more and more insisted and strident’ (Frederick, 2006, p.5, Centre For European Reform, 2003, p 1). In so doing, Governments and pressure groups find it necessary for organizations to develop policies to tackle the negative aspects of doing business, as business itself has become such a powerful actor in the world economical scene (Frederick, 2006, p 14). Consequently, the pressure on organizations to take responsibility for all that results from their businesses increased over the years (Centre For European Reform, 2003, p. 5, 6). Additionally, ‘globalisation has at the same time increased competitive pressures on businesses’ by which ‘organizations and multinationals have become more vulnerable to consumer boycotts and campaigns’ (Centre For European Reform, 2003, p. 2). As a result, environment pressure has left its footprint upon organizations to undertake with care to its vicinity as they have become more dependent upon the wishes of its environment (Centre for European Reform, 2003, p.6). 
Finally, CSR has been influenced by national and European legislation, policies or guidelines. As the impact of Corporate Social Responsibility has increased over the years and organizations and businesses have set much by this conception, Governments started to take measures to support businesses in raising social and environmental standards. Governments took more actions as they found it was their responsibility to ensure that organizations were legally and politically accountable for their actions. In addition, CSR touches and in some way collides with national policy areas such as environmental law, foreign policy and the labour market (Centre for European Reform, 2003, p.3). As a result, at the present time it is known that various member states Governments within the European Union have put the concept of CSR high on the agenda. For example in France, the Government which is the main driver behind CSR in the country, has taken additional measures ‘as a way of reconciling aspirations for higher social and environmental standards with a pro-business agenda’ (Centre For European Reform, 2003, p.3). In addition, as the European Council at the Lisbon summit of March 2000 also shared this view, the need for the European Union to conduct to CSR is extremely plausible at present time. This is confirmed by the Centre for European Reform, which wrote in its 2003 report that the ‘European Commission in 2003 has taken its first steps towards developing an EU approach to CSR’. Henceforth, due to its still developing character both EU and national legislation still exert its influence upon the development of Corporate Social Responsibility at present time. 

Chapter 2: CSR and legislation
2.1 Introduction

Currently, the voluntary aspect chiefly characterizes Corporate Social Responsibility. However, due to the increasing effects of climate change and globalization it is argued that national Governments and the European Union should set Corporate Social Responsibility as part of the national and European legal framework. This is also argued, since companies and organizations get more and more confused on where to stand due to the large extent of voluntary principles and standards regarding CSR. Despite the fact that there is still a large group of advocates that keeps up the struggle to maintain the voluntary character of CSR, a gradual movement towards national and European regulation can be noticed (Hopkins, 2002). This means that voluntary codes are slowly disappearing and give way to mandatory requirements. Here, one could for example think about the obligation for companies to report on how they have spent their money on investments with regard to social or environmental issues. Michael Levine, writer on Corporate Social Responsibility confirms this; he says in his books that it is now even the trend for lawmakers to bring legislation for companies and organizations in line with CSR. Levine points out that almost certainly not all proposals of national Governments and the European Union regarding CSR will actually become a law, however, he emphasizes that legislators have increased proposing laws in line with Corporate Social Responsibility, because they seem to believe that the current system of voluntary CSR monitoring is not working (Levine, 2007). 

2.2 Explanatory features on CSR legislation

But how can this gradual movement towards CSR regulation in Europe be explained and where does this pressure for CSR actually come from? In contrast to the United States, where the principle of CSR was firstly introduced and is exerted by the Government by law, the pressure for CSR in Europe does not derive from legal frameworks. Until today, it can be said that neither national Governments nor the European Union has placed CSR as part of the national or European legal framework. Instead, pressure for CSR comes from clear indications of expected behaviour, also known as CSR standards (Foluso, 2006). Here, one could think for example of the ILO Declaration, the UN Convention, the Global Reporting Initiative, and the ISO and OESO standards. A combination of these codes and standards defines, depending on the specific codes that a specific governmental body sticks to, the basic standard of CSR in a specific country. Henceforth, the expected behaviour in different European countries varies. The Government of Finland for example could accept the ILO declaration as its basic assumption, as the Government of Spain uses the SA 8000 directive as its basic principle.
In addition, the pressure for CSR in Europe also comes from political pressure. Though, this differs in nature from state to state. For instance, what will be shown in the next chapter is that the Government is the main driver behind CSR in France. The French Government namely actively tries to encourage businesses and organizations to adapt CSR in business policies. However, as one looks at the Netherlands, one will see that business is the driver behind CSR. As for other European countries, the main driver could be for instance, society. 
Lastly, pressure from CSR in Europe comes from political will. For example in the United Kingdom, pressure for CSR has become increasingly profound, as the United Kingdom Government has ‘identified CSR as a potential amelioration to the governance deficits’ (Aaronson 2003). This obviously has increased the political will of the United Kingdom Government to take pains in encouraging business to adapt CSR into their business policies. The Government of Poland for example, could be expected to attach less value to encourage business to adapt socially and environmental standards into their business policies, as this country is a still upcoming economy and wants most likely to invest in its industries. Environmental laws that put stricter standards on the economy and society will then probably be the last thing on the Polish Governments agenda at this time. In addition, in should be noted that political will does not only differ with regard to different Governments, it can also differ with regard to different administrations in a specific country. As one for example looks once again at the United Kingdom, one will see that the political will for CSR varied under the Thatcher and the Blair administration, as the Blair administration showed ‘a greater willingness to use ‘soft’ regulation to encourage CSR’ in the United Kingdom than the Thatcher administration did (Moon, 2004, p.7).
Nevertheless, whilst governmental bodies seem to want more legislation concerning CSR, making legislation around the issue seems to remain difficult. The first question is of course, with whom does the responsibility lie to make legislation around this issue? Can CSR be regarded as a pan European issue or does CSR belongs more to national Government? One could state that since CSR is found within businesses, CSR should act in accordance to national Government. However, at the same time, it could be said that since all European member states are part of the European Community, businesses should obey European standards. A variety of different national legislation could in fact entangle the European internal Market, which would be to the detriment of all. Moreover, one single European directive or regulation could have more success in establishing some sort of CSR basis for all European countries than a variety of national legislation. 
Moreover, making regulations around the principle of CSR seems to remain difficult because of the contradictory idea of having a regulation in contrast to CSR’s voluntary aspect. As can be derived from the first white paper of the European Commission in 2002, it can be said that the European Commission was already having trouble giving a good interpretation of CSR. At first, the Commission stated that

“Corporate social responsibility should nevertheless not be seen as a substitute to regulation or legislation concerning social rights or environmental standards, including the development of new appropriate legislation. In countries where such regulations do not exist, efforts should focus on putting the proper regulatory or legislative framework in place in order to define a level playing field on the basis of which socially responsible practices can be developed”(Commission of the European Communities, 2001, p.7).
However, after consultation the European Commission revised this specific paragraph because it did not stress the voluntary aspect of CSR. The Commission changed the definition of CSR again into: 
“A concept whereby companies integrate social and environmental concerns in their business operations and in their interaction with their stakeholders on a voluntary basis” (Commission of the European Communities, 2001, p.6).  
One could understand that by adjusting its definition, the contradiction of voluntary and regulation has not been taken away. Nevertheless, as has been explained earlier, there is a gradual movement towards national and European regulation that can be identified. In order to see to what extent, the existing national and European legislation is explained in the following chapters. 
Chapter 3: What national legislation is currently active?
3.1 Introduction

To provide a good view of what national legislation is currently active, I have conducted three case studies among European Union’s Member States. Firstly, I chose to study the legislation around CSR in the United Kingdom, because the United Kingdom is currently recognised as one of the leading advocates of Corporate Social Responsibility in Europe (Government UK, 2008d). Secondly, I chose the Netherlands, due to the restrictive policy on CSR from the Dutch Government. Lastly, I have chosen France, because the Government in this country is known for strong state interference.
3.2 The United Kingdom
In the United Kingdom, the idea of businesses undertaking in a social and environmental way existed in the beginning of the 19th century. As the country had to deal with major inequalities between rich and poor and the consequences of the industrialisation, trade Unions were established to protect the rights of workers and pay. Moreover, companies started to provide for the social infrastructure for workers and their families. This social role of businesses increased even more in the 1980s, when businesses felt more responsible to take over the role of local Government in for example educational and tax provision matters, by which the contours of Corporate Social Responsibility grew and became even more explicit in the last twenty years.
Research of the Nottingham University indicates that the Government is a major, but not the only, driver of CSR in the United Kingdom as CSR in the UK takes place in a wider system of national societal governance, incorporating government institutions, business organisations and non-governmental organisations. As can be concluded from this research, CSR is in the United Kingdom chiefly driven by businesses; the number of CSR business associations or umbrella organisations that have emerged in the last twenty years in the UK confirms this. With over 700 members, including most of the major British-based multi-nationals, accounting for 20% of private sector employment, business has the largest interest in the development of CSR. The Government is also a major driver behind CSR, however, is mainly known to interfere when societal governance deficits, which arguably reflect state and market shortfalls, seem to occur (Moon, 2004, p.3, 15, 17). 
At present, the United Kingdom Government acknowledges its role in providing a policy and institutional environment for businesses and organizations, to encourage them to act socially and environmentally responsible (Government UK, 2008c, p.24). Through this belief, the United Kingdom Government has set up a specific approach to encourage and incentivise the adaptation and reporting of CSR through best practise guidance. Hereby, the Government tries to respect the voluntary aspect of CSR and seeks to keep the number of regulations concerning CSR as limited as possible, as it believes that it is for individual companies to determine their approach, depending on the nature of their business and key impacts (Government UK, 2008c, p.8). However where appropriate, the UK Government is known to implement intelligent regulation and fiscal incentives to encourage organizations and businesses to integrate CSR in their business policy. This began in 1996, when the UK Government amended the Occupational Pensions Schemes Regulation, which made it mandatory for organizations to report how they had reflected socially responsible considerations into their business policy, with regard to the realisation of their investments (Habisch, et al, 2005, p.60, Government UK, 2008b). But also the Climate Levy Act in 2002, which imposed taxes on the use of energy in the industrial, commerce, and public sector, and the Landfill tax are examples of the UK Government’s CSR encouragement through legislation (Defra, 2005, Habisch, et al, 2005, p.60). Equally important is the Companies Act 2006, which brought the “regulatory framework up to date to reflect the modern business environment. This Act enshrined in statute the concept of Enlightened Shareholder value, which recognised that directors will be more likely to achieve long term sustainable success for the benefit of their shareholders if their companies pay appropriate regard to wider matters such as the environment and their employees” (Government UK, 2008b). Moreover, the Act obliged organizations and companies since October 2007 to disclose information on environmental, employee, social and community matters (Government UK, 2008b).
Although the United Kingdom Government has proposed and implemented several fiscal legislation around CSR in the last ten years, it has not legislated since the Companies Act of 2006. It does not have any proposals concerning CSR on the table at this moment, and seems unlikely to propose any in the next couple of years. The Government sees CSR as purely voluntary at the moment and trusts companies to bear in mind ethical and corporate responsibility in business practices (Department for Business, Enterprise, and Regulatory Reform, personal e-mail, May 7, 2008, i.d. May 28, 2008). With this, it can thus be concluded that the rise around legislation concerning CSR in the United Kingdom of the last ten years does not pull through, and that the influence of national legislation on CSR in the United Kingdom will not increase to a further level. 
3.3 The Netherlands 
In the Netherlands, the idea of businesses undertaking in a social and environmental way is old as capitalism. When during the industrial revolution, at the end of the 18th century, networks such as family, church, and neighbourhood were broken apart; manufacturers filled up the loss to social relief. This happened for example in the form of patient and pension funds. Several motives for this demand for ‘social entrepreneurship’ can be named, for instance the fear for labour disorder and social extremism. But one can also think about the sense of duty of entrepreneurs and the recruitment of workers (MVO Nederland, personal e-mail, May 30, 2008). However, although a variety of organizations and businesses became actively involved in the matter in the 19th century, CSR occurred later as a policy matter on the Dutch agenda than in the United Kingdom. The Dutch Government did not recognize CSR as a key policy area until the year of 2001 (The Ministry of Economic Affairs, 2007, p.11).
As the Government adopted an entirely new Corporate Social Responsibility policy in 2001, it outlined that it believed that the primary responsibility lies with the entrepreneurs and stakeholders. However, by stating this, the Government also outlined its own responsibly, to fulfil the stimulating and facilitating role. Moreover, it stressed that it did not aim to oblige Corporate Social Responsibility by legislation; instead, the Dutch Government made clear that it sought to support CSR in other ways. Here, one could think for example about the initiative of the Dutch Government on the establishment of MVO-Nederland, one of the leading consultancy organizations concerning CSR in the Netherlands at this moment, and the objective of the Government to link Corporate Social Responsibility to innovation (Ministry of Economic Affairs, 2008). That is to say, that with the current policy of the Dutch Government, no legislation around the principle of CSR is proposed nor implemented in the Netherlands.
However, this could change in the future. Although the Dutch Government has said that it does not intend to propose legislation around the principle of CSR, it states in its latest report that it does have the intentions to take the leading role in its 2008-2012 policy, to follow its ambition that every organization should have integrated CSR in its business policy in the Netherlands. If this is the case, organizations or businesses that are lagging behind on implementing such a policy, will need to be stimulated to keep up with the latest developments. That could mean that if necessary, the Dutch Government will do everything in its power to secure these developments through legislation. 
Moreover, a member of the Dutch Parliament, Miss Ortega-Martijn of the CU-party, has recently expressed that the CU-party believes that Government action should be extended regarding CSR in the form of encouraging incentives. Miss Ortega made clear that most elementary issues are laid down by national and international law to support CSR, however, the most important issues regarding CSR fail due to a lack of compliance with national and international law in the Netherlands (Ortega-Martijn, 2008). Henceforth, the CU-party and the PvdA are currently working on an ‘initiative law’ to increase transparency and the responsibility of entrepreneurs. Therefore, it can thus be said that it is not excluded that the Dutch Government will secure CSR by law in the future (The Ministry of Economic Affairs, 2007, p.8, 26). 

With no national legislation on CSR, it is automatically confirmed that the Government is not the main driver behind CSR in the Netherlands. Instead, particularly business and partly society drives the demand for CSR. Driven by social pressure and their own interests of having an environmental and social policy, business, and then particularly large companies such as Shell and KPN have taken command on the development of CSR in the Netherlands. Here, one could for example think of the Social Investment policy of Shell, in which the company focuses its investment activities explicitly at groups that are not committed to the company, to contribute to a durable society. But also KPN has adapted a complete strategy to contribute to a durable society. 

 3.4 France
In France, the origins of businesses acting in a social and environmental way can be traced back to the beginning of the 20th century. Professional organizations and commercial undertakings adopted CSR standards, even though they were not explicitly named this way then, which contained social standards for employees.

When, during the 1980s, the employer’s organisations decided to reconcile economic and social policy, in order to strengthen the right of employers, the ‘concept of corporate citizen’ was born. This resulted in greater involvement on the part undertakings in civic life, by which, when the CSR movement arrived from the United States in the early 1990s, the CSR movement was able to draw upon a long-standing tradition in France. 
However, in France, the situation is quite different in comparison to the Netherlands, and also in some extent to the United Kingdom. In France, the National Assembly has proposed several pieces of legislation around the principle of CSR from the mid 1980’s on. This comes partly out France’s longstanding tradition that the state should “act as the embodiment of a rationality that expresses the public interest and, as such, is the guarantor of a superior responsibility” (Segal, Sobczak, Triomphe, 2003, p. 81). The French Government has done this mostly by the encouragement on the development of Socially Responsible Investment and promoting transparency. However, despite that the National Assembly has proposed several legislation through the years; the Senate has withdrawn particularly legislation with regard to transparency over the investment funds. Several legislation around CSR has henceforth not come into effect. This for example happened to the Payroll Savings Act, (the draft ‘loi sur l’epargne salariale’) in 2000. The Act was aimed to add a new article into the Employment Code (Code du Travail) to guarantee that companies’ investment funds were allocated in accordance to social and environmental considerations. The Pensions Funds Act was also rejected, which included the provision that the executive board of companies should regularly report how they had spent the companies’ money with regard to social, environmental, and ethical considerations (Segal, Sobczak, Triomphe, 2003, p. 81).
However, despite that the French Senate has rejected multiple Acts concerning the transparency of the investments, various Acts about the transparency over the whole of the company have been implemented. The French Government actually implemented two laws in 2001. The first, the Law on Employees Savings, implemented on February 19, 2001, was put into practice “to label the social, environmental, or ethical considerations which should be taken into account by the fund management when buying or selling stocks, as well as the rights attached to these stocks” (Commission of the European Communities, 2008a). The second, the New Economic Regulations Act (Loi sur les nouvelles régulations économiques) implemented on May 15, 2001, obliged the executive board of companies and organizations to ‘report to shareholders on the manner in which the company takes account of the social and environmental consequences of its activities’ on a yearly basis 
(Segal, Sobczak, Triomphe, 2003, p. 82). Lastly, on July 17, 2001, the French Government also adopted a law that established the Public Pension Reserve Fund, which stated that the investment policy of the fund has to out weight the social and environmental aspects by spending (Commission of the European Communities, 2008a).

That is to say that despite that the French Government has proved to be somewhat reluctant to implement legislation concerning the transparency of the investments, it can be said that it does actually have a continuous circle of Acts laid down by legislation, that oblige companies to give transparency over the investments on the whole of the company (Segal, Sobczak, Triomphe, 2003, p. 82).
3.5 Conclusion case studies

As I have analyzed the national legislation around Corporate Social Responsibility in these three Member States, one can conclude that Corporate Social Responsibility is exercised within an increasingly precise legal framework, in which national Governments give organizations and businesses incentives to behave socially, and environmentally. These incentives can be divided into two groups, indirect and direct incentives. The first, indirect incentives, are being applied by Governmental bodies to oblige organizations and businesses to give transparency over their investment funds. Notwithstanding, this often does not oblige pension funds trustees to adopt a policy with a social character, it does actually extend the transparency on the expenditure of the investment funds. The latter, direct incentives are being applied to oblige companies and organizations to give transparency over their company as a whole with regard to a socially responsible policy (Segal, Sobczak, Triomphe, 2003, p. 22, Commission of the European Communities, 2002). 
Chapter 4: What European legislation is currently active?
The European Union became actively involved with Corporate Social Responsibility in 2001. In this year, the ministers of Economical Affairs agreed in Lisbon to make the EU the most competitive and most dynamic knowledge-based economy in the world, by which Corporate Social Responsibility formed a key issue. The green paper “Promoting a European Framework for CSR’ was established, in which the European Commission specified its goals and approach towards a European Union Corporate Social Responsibility policy (Commission of the European Communities, 2001, p.3). Derived from this green paper, the European Commission adopted several Communications and published the Social Agenda on the matter, in which it announced that it “ would in cooperation with Member States and stakeholders, present initiatives to further enhance the development and transparency of CSR” (Commission of the European Communities, 2005, p.3). Moreover, it acknowledged that "Public policy also has a key role in encouraging a greater sense of corporate social responsibility and in establishing a framework to ensure that businesses integrate environmental and social considerations into their activities. Business should therefore be encouraged to take a pro-active approach to sustainable development in their operations both within the EU and elsewhere" (Commission of the European Communities, 2001, p.5). Equally important, in its latest Communication on CSR, the Commission emphasized that it believes that guidance on a European level is necessary to promote CSR due to inadequate governance of CSR at the global and national level. 
Notwithstanding, these Communications and green paper were never followed up by a white paper. That is to say, that although the European Commission is likely to publish one in the following years with regard to what is stated above, the European Commission has not proposed or implemented any legislation around the principle of CSR to date. This is confirmed in its latest Communication on CSR, as it stresses that the Commission has now proposed to build a strategy along the voluntary aspect of CSR. As a result, more effort is put into:
· Spreading information on the benefits of CSR for business and states to stress the importance of CSR for enterprises and to show the positive impact of CSR actions on businesses competitiveness.
· Increasing the exchange of good practice between businesses and Member States to improve existing forums through better networking and coordination.
· Developing CSR management skills to ensure that CSR principles are being integrated into general education and into business administration training. 
· Encouraging SMEs to adopt CSR strategies, since CSR is mainly developed for large enterprises. 
· Step up transparency for CSR practices and tools to facilitate and improve the exchange of best practices. 
· Launching a multi-stakeholder forum at European level to present a diversity of CSR traditions and to bring together existing initiatives in the European Union and identify fields where Community action appears appropriate.
· Integrating CSR into other Community policies to ensure that all Community policies cover Corporate Social Responsibility (Commission of the European Communities, 2005a).
Nevertheless, this does of course not mean that the European Union does not have any legislation regarding different aspects of CSR. Since CSR is applicable to multiple policy areas, as for example employment and social policy, trade and enterprise, various regulations, guidelines, and directives attached to CSR have been established. Here, one could think of the Integrated Guidelines for Growth and Jobs, which sets out the standard for organizations to develop their Corporate Social Responsibility policy. But also of the revised Sustainable Development Strategy, the Business Social Compliance Initiative and the ILO Declaration on Fundamental Principles and Rights at Work (Commission of the European Communities, 2006). 
With this, one could conclude that at the EU level, despite that there is not any actual legislation proposed, the CSR framework is at a fairly advanced stage of development. Henceforth, one could expect that environmental and social legislation, particularly with regard to globalization and human rights will increase in the EU. As CSR covers all of these aspects, legislation around this matter is probably guaranteed. 

Chapter 5: Comparative analysis European and national legislation
5.1 In what way do EU and national legislation vary?

European and national legislation concerning Corporate Social Responsibility vary in the way they are being exercised and in the way that the meaning of the term CSR is used.

The way that CSR is being exercised

As can be seen from the three case studies in the third chapter, CSR is by national legislation, if there is any, encouraged by indirect and direct incentives. That is to say that a direct inducement of the Government is given to entrepreneurs to enforce Corporate Social Responsibly into their business policies. For example, this is done in France and Britain, where the Governments oblige companies to be transparent about their investments and about their company as a whole with regard to a socially responsible policy (Segal, Sobczak, Triomphe, 2003, p. 22, Commission of the European Communities, 2002).  

On a European level, however, the focus is led more on encouraging CSR by providing a framework that operates as an umbrella, to set a sort of CSR basic framework. Organizations and businesses are hereby not being directly approached. That is to say that the European Union does not force organizations or businesses to adapt CSR into the business policy by putting direct incentives upon them; instead it sets out its initiatives and actions to further enhance the development and transparency of CSR in general. It does this for example by the launching of a multi-stakeholder forum. This forum, the CSR EMS Forum, is chaired by the European Commission and brings together European representative organisations of employers, business networks trade unions, and NGOs, to promote innovation, convergence, and transparency in existing CSR practices and tools (European Communities, 1998-2006).
That is to say, that European and national legislation on CSR do not overlap each other, since they both focus on different areas, and the encouragement is exercised in different ways.
The way that the term CSR is used:

Moreover, EU legislation concerning CSR differs from national legislation in the way that the meaning of the term CSR is being used. Since there is no standard definition of CSR accepted on both the EU and national level, the concept does not travel well and is used to represent different issues to national Governments and the European Union. Here, one could for example think about the German Government that seems to involve a different set of issues, with different priorities and practises than the European Union or any other European member state would do with regard to Corporate Social Responsibly. 

 5.2 In what way do European and national legislation complement each other? 

European and national legislation concerning CSR complement each other in the way that they both have the same purpose, namely to encourage Corporate Socially Responsible behaviour into business policies. 

Moreover, national and European legislation complement each other with regard to the elements that define CSR. That is to say that, although there is not fixed agreed standard or definition on CSR, both the European Union and national member states Governments agree on a broad consensus of several elements portraying Corporate Social Responsibility. Here, one could for example think about the interaction with stakeholders, the maximization of benefits into businesses and the integration of social, economical, legal, and environmental concerns into business policies. But also the voluntary aspect and compliances with minimum legal requirements underlie to this consensus. 

In addition, national Governments and the European Union complement each other with regard to CSR standards (Foluso, 2006). While on a European and on the national level there are no clear set standards that determine the expected behaviour, national Governments and the European Union both stick to CSR standards that form some sort of CSR basis. Here, one could for example think about the ILO Declaration and the UN Convention. One could argue that these ‘internationally’ used standards form some kind of basis to the national and European level.  
Lastly, national and European legislation, in some cases, complement each other with regard to policy approach. Some national Governments have not set Corporate Social Responsibility as part of their national Framework, such as the Netherlands. This is in accordance with the European Union, which does not enjoy any actual legislative framework for CSR at this time, but has only provided a framework that acts as an umbrella to encourage CSR in general. 

.

 5.3 To what extent do national and European legislation contribute to the development of CSR?

As explained in the first chapter, which describes the factors that influence the development of Corporate Social Responsibility, European and national legislation contribute to the development of CSR. However, the extent of this contribution is debatable. 
It can be said that European and national legislation contribute to the development of CSR, however not as much as environment pressure and the existence and adaptation of CSR standards. This can be illustrated on the basis of the three case studies, in which it became visible that on the national level, in two of the three cases, CSR is driven largely by businesses. Here, CSR takes place in a wider system of national societal governance, incorporating government institutions, business organisations, and non-governmental organisations. In these countries, businesses but also the Government stick to best practises due to a lack of a fixed definition or strategy and hereby thus focus on CSR standards. That is to say, that it are the CSR standards that contribute most to the development of CSR. Legislation also contributes to the development; however, in a less extent. This makes in general that it can be said that, considering the results of the three case studies, national and European legislation contribute to the development of CSR in Europe, however that the extent is little. 

5.4 Do national and European legislation add/supplement to the development of CSR
Although the contribution of European and national legislation can be seen to be minimal, it can be said that European and national legislation definitely play a part in the development of CSR. Every piece of encouragement adds to the development of CSR. Particularly legislation, which should in fact provide a framework in which businesses are being forced to take additional measures to achieve a particular goal, contributes to the development of CSR as it sets enforcements chiefly on the national level. Also on the European level, the existing framework does add to the development of CSR as it sets guidelines for the European Union and thus de facto all member states Governments.
5.5 Does one need European and national legislation? 

European and national legislation concerning CSR is currently not particularly needed, because businesses seem to be able to self-regulate CSR in their business environments. This can be seen with regard to the Netherlands and the United Kingdom, where CSR is predominantly driven from businesses. Especially in the Netherlands, large companies have taken command and established internal CSR policies. However, national legislation does make it easier on businesses to undertake social and environmental, and the results of these undertakings will be higher with regard to a social and environmental business policy. 

Particularly in the future, European legislation will be needed due to the increasing effects of climate change and globalization. Legislation on CSR could for example set boundaries to make sure that businesses do not increase the negative consequences of climate change for example by expelling more CO2. Moreover, European and national legislation is needed because companies and organizations get more and more confused on where to stand due to the large extent of voluntary principles and standards regarding CSR, and will eventually become in favour of a European approach and standards. 
In addition, European legislation will be needed in the future as different legislation on a national level will lead to fragmentation and could eventually hinder the working of the European internal market. Without harmonisation of CSR by legislation, there is a high risk that different national Governments will seek to take unilateral action in order to encourage businesses to adapt a corporate social responsible business policy. Therefore, European legislation will particularly be needed to avoid these different national measures, which could have impacts on the internal market. 
Lastly, it could be argued that European legislation on CSR is needed in order for the European Union to create a ‘European level playing field’. To ensure that a uniform approach is applied in all Member States, the European Commission will need to set appropriate legislation, in order for all member states to conform to this legislation. The same legislation for all countries would, in the case of a ‘European level playing field on CSR’, seem to be fairer, and finally it would guarantee that all member states have to act the same under the European Single Market. And last but not least, also in a voluntary world, a CSR commitment would be better to achieve more competition.  

.

Conclusion
This dissertation aims to give an answer to the following question: “in what way do national and European legislation contribute to the development of Corporate Social Responsibility?” As can be derived from this research, it can be stated that both national and European legislation contribute to the development of Corporate Social Responsibility, because they both provide a framework in which organizations and businesses are being encouraged to socially and environmentally do business. However, the way that this encouragement is executed differs. 

National legislation can be seen to contribute to the development of CSR in the form of incentives, which are directly induced by the Government to businesses. This is either done by the inducement of national Governments to oblige companies to give transparency about their investments, or about their company as a whole with regard to a socially responsible policy (Segal, Sobczak, Triomphe, 2003, p. 22). This, we have seen for example in France and the UK, where the Government has enacted multiple laws and Acts to encourage CSR from the 1990s onwards.

Nevertheless, national legislation does not necessarily need to contribute to the development of CSR, as some countries have not set Corporate Social Responsibility as part of their national Framework. As we have seen in the Netherlands, CSR is particularly driven from businesses, in which clear indications of expected behaviour, also known as CSR standards are being followed. Particularly large companies have taken command, by which many other companies have followed. Here, legislation does thus not contribute to the development of CSR since the action is voluntary.

European legislation contributes to the development of CSR in a more general way, namely by the establishment of a framework that operates as an umbrella, to set a sort of CSR basic framework. Here, the European Union set initiatives and actions to further enhance the development and transparency of CSR overall. It does this for example by the launching of a multi-stakeholder forum and the facilitation of CSR tools.

In addition, from this research it can be concluded that due to a lack of a fixed definition or strategy, the development of CSR is currently mainly driven by the existence and adaptation of CSR standards. This means that the contribution of national and European legislation to the development of CSR is minimal.
To conclude, particularly in the future European legislation can contribute to the development of CSR due to the increasing effects of climate change and globalization. Moreover, European legislation could contribute to the development of CSR avoiding fragmentation and without hindering the working of the European internal market. Lastly, it could ensure that a uniform approach is applied in all Member States in order to create a ‘European level playing field on CSR’ if desired.  
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