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Position of the Rainforest Alliance on the
Proposal for an EU Directive on Corporate
Sustainability Due Diligence

INTRODUCTION

The Rainforest Alliance welcomes the European Commis- + Ensuring due diligence processes work to protect
sion’s proposal for an EU directive on corporate sustain- the rights of smallholders, communities, and workers
ability due diligence (CSDDD). This is a pivotal step towards in global value chains

raising the bar for stronger corporate accountability on

human rights and the environment as well as setting a + Significantly reinforcing the environmental part
level playing field for companies. However, there are op- of the proposal, via a broader and more flexible
portunities for improvement to meet the intended objec- definition of ‘adverse environmental impacts’ and
tives of the directive and to better leverage the potential the inclusion of missing pieces such as climate

of the single market to contribute to sustainable develop- change and Integrated Pest Management in the
ment, particularly through the prevention, mitigation, and scope of due diligence

remediation of adverse human rights and environmental

impacts in companies’ value chains. This includes:
The Rainforest Alliance supports human rights and envi-

ronmental due diligence laws that establish a level playing

* Better aligning the proposed directive with field for all companies and strengthen shared responsibil-
existing, recognised international standards on ity in global value chains. These laws contribute to positive
due diligence, such as the United Nations Guiding social, environmental, and economic impacts in line with
Principles on Business and Human Rights (UNGPs)' the UN’s Sustainable Development Goals (SDGs) and other

and the Organisation for Economic Co-operation global environmental and human rights commitments.
and Development Guidelines for Multinational

Enterprises (OECD Guidelines)?

1 Guiding Principles on Business and Human Rights: Implementing
the United Nations “protect, Respect and Remedy” Framework,, 2011
Print.

2 OECD (201), OECD Guidelines for Multinational Enterprises, 201 Edli-
tion, OECD Publishing, Paris, https://doi.org/101787/9789264115415-en.

+ Reinforcing the due diligence obligation, especially
by requiring companies to conduct due diligence
on their own purchasing practices and business
models



https://www.rainforest-alliance.org/insights/why-we-advocate-for-mandatory-due-diligence-legislation/
https://www.rainforest-alliance.org/insights/why-we-advocate-for-mandatory-due-diligence-legislation/

We have significant experience in developing due dili-
gence systems through Rainforest Alliance certification
and tools that can inform due diligence, such as the Ac-
countability Framework Initiative and LandScale’s assess-
ment framework. The Rainforest Alliance is an international
non-profit organization with more than 30 years of expe-
rience in advancing sustainable agricultural value chains
in 70 countries. We work with more than four million farm-
ers and workers across more than six million hectares of
farmland. In addition, we work directly with forest com-
munities, governments, civil society, and more than 5,000
companies. With this as our background, we will continue
supporting the development of an EU directive that can
generate transformation on the ground, especially in the
Global South.

Building on the joint paper ‘Legislating for Impact: Three
Recommendations to Make Human Rights and Environ-
mental Due Diligence Work for Smallholders’, this pa-
per sets out our first recommendations for the proposed
CSDDD.

Jader Medina, a farm worker at a banana plantation in
Costa Rica. Photo: Yessenia Soto / Rainforest Alliance.

KEY RECOMMENDATIONS

To strengthen the due diligence obligation:

1. Extend the application of the due diligence ob-
ligation beyond ‘established business relation-
ships’

2. Expand the scope of companies and harmonise
the obligations

3. Prevent overreliance on unilateral codes of con-
duct and ‘contractual cascading’

4. Better delineate the role of third-party verifica-
tion, industry schemes, and multi-stakeholder
initiatives

5. Ensure companies address the impacts of busi-
ness models, strategies, and practices

6. Ensure meaningful engagement throughout the
due diligence process

7. Enable responsible disengagement as a last resort
8. Define effective complaints procedures

9. Reinforce the provisions on liability

10. Mainstream gender in the due diligence process

1. Expand the Annex to include additional human
rights standards and instruments

To uphold the rights of smallholders, forest
communities, and workers in global value chains:

12. Include living income in the material scope of
the directive

13. Develop specific measures to support value
chain actors and stakeholders in third countries

To live up to the European Green Deal and global
environmental commitments:

14. Expand the definition of ‘adverse environmental
impacts’

15. Ensure companies conduct due diligence on cli-
mate risks

16. Help prevent the use of harmful agrochemicals
globally


https://www.rainforest-alliance.org/business/the-rainforest-alliance-certification-program-a-useful-tool-for-due-diligence/
https://accountability-framework.org/
https://accountability-framework.org/
https://www.landscale.org/assessment-framework/
https://www.landscale.org/assessment-framework/
https://www.rainforest-alliance.org/resource-item/legislating-for-impact/
https://www.rainforest-alliance.org/resource-item/legislating-for-impact/
https://www.rainforest-alliance.org/resource-item/legislating-for-impact/

Ni Ketut Sudiarti, a cocoa farmer in Bali. Photo: IGN Andre Stianai.

STRENGTHENING THE DUE DILIGENCE OBLIGATION

While the proposal provides a good basis to ensure com-
panies that operate in the EU market conduct due dili-
gence throughout their value chains, several elements
could be improved to effectively ensure all companies
have an equal footing and align with existing international
standards such as the UNGPs and OECD Guidelines.

1. Extending the application of the due diligence
obligation beyond ‘established business relationships’

The proposallimits the scope of the due diligence obligation
to ‘established business relationships’. This concept is not
aligned with existing standards on due diligence— includ-
ing the UNGPs and OECD Guidelines—under which com-
panies’ responsibilities to undertake due diligence apply
across the whole value chain. The due diligence obligation
should instead apply to all ‘business relationships—which is
a concept defined in Article 3 (e) of the proposal, as well
as in existing international frameworks. Adopting a whole
value chain approach is essential to ensure adequate pre-
vention and mitigation of adverse impacts back to country
of origin. The term ‘established business relationship’ would
risk limiting the coverage of the obligation to first tier, long-
term suppliers. This creates the risk that indirect suppliers
or short-term contracting relationships could be excluded
from the scope of the due diligence obligation. Yet there
is ample evidence that the risks of adverse human rights
and environmental impacts are often highest close to the
origin of production, where suppliers are most distant from
the companies that will have to implement the CSDDD re-
quirements. Due diligence obligations must be extended
to cover indirect and temporary suppliers at origin, where
the occurrence of low paid, informal, and/or migrant work,
in which women are disproportionately represented, is the
highest.

It is also critical to ensure that the CSDDD does not create
a perverse incentive for companies to avoid securing es-
tablished business relationships, making the situation of
upstream value chain actors even more precarious. Long-
term business relationships can influence a company’s
ability to assess and address adverse impacts in partner-
ship with value chain actors and increase interest to invest
in sustainability improvements at the supplier/producer/
farm level. A longer-term business relationship can be an
‘enabler’ when it comes to addressing adverse impacts.

The due diligence obligation in the EU CSDDD should there-
fore be generalised to all business relationships, to include
all parts of the value chain where the adverse impacts that
need to be addressed are also likely to be the most severe.

2. Expanding the scope of companies and harmonising
the obligations

The proposal excludes small and medium-sized enterpris-
es (SMEs) by default and introduces high thresholds for
companies to fall within the scope of the directive, includ-
ing for ‘high-impact sectors’. This is not in line with interna-
tional standards like the UNGPs and the OECD Guidelines,
which expect companies to adopt due diligence process-
es that are appropriately adapted to their size, operating
contexts and—importantly—to their risk exposure. While it
may be necessary to gradually include smaller compo-
nies, they should not be completely excluded. Rather, the
due diligence obligation should be proportional to their
risk and adapted to the company’'s circumstances and
context. This is all the more important as SMEs will already
face higher requirements from their buyers who will have
to comply with the CSDDD. This means that, although SMEs
are formally excluded from the scope of the directive, they
will likely bear invisible costs to contribute to the due dili-
gence processes of their buyers while struggling to benefit
from technical and financial support to do this# In many
sectors, particularly those defined as ‘high-impact, SMEs



have equally risky value chains and operations as those of
larger companies.

In addition, the thresholds of net turnover and number of
employees used to define whether companies fall in the
scope of the CSDDD or not, should be considered sepa-
rately. This is to ensure that companies with high turnover
(and therefore capacity to address adverse impacts) but
low labour intensity are included within the scope of the
directive.

For the EU CSDDD to be truly effective, all companies irre-
spective of their size or the sector they operate in, should
be subject to the same obligations. At a minimum, a clear
phase-in path should be laid out to gradually include SMEs
in the scope, especially those operating in high impact
sectors. This could be achieved through a specific review
clause in Article 29, intervening much earlier than seven
years after the entry into force of the directive, and techni-
cal and financial support to prepare SMEs for compliance.

3. Preventing overreliance on unilateral codes of
conduct and ‘contractual cascading’

The proposal introduces codes of conduct and contractu-
al assurances as key instruments for companies to imple-
ment due diligence. While these are relevant instruments,
they are not sufficient to effectively prevent and address
adverse environmental and human rights impacts. Codes
of conduct and contractual assurances may be relevant
foundations for companies to exercise leverage with part-
ners, but they are not effective instruments to enable com-
panies to examine their own potential contributions to ad-
verse impacts (e.g., their purchasing practices). They also
do not ensure that companies have putin place incentives
for suppliers to assess and address actual and potential
adverse impacts. Relying on contractual assurances could
end up as a ‘box-ticking’ exercise rather than effective due

diligence that actually drives transformation on the ground.
It could be used by downstream companies to pass due
diligence responsibilities to upstream value chain actors. It
does not incentivise a broader response from companies,
since not all adverse impacts can be prevented, mitigated,
and remediated via a standalone compliance approach.

For companies to address adverse impacts in their value
chains and create change, more diverse strategies are
needed. Companies must act on multiple levels. Firstly,
they must address their own contribution to adverse im-
pacts, including the impact of their practices on their value
chain. Secondly, companies must work in partnership with
other actors in their value chains to address adverse im-
pacts. Thirdly, companies must work in collaboration with
other value chain actors in the relevant sectors and ge-
ographies for their operations, to address the root caus-
es of systemic issues that lead to adverse environmental
and human rights impacts. For these reasons, the proposal
should encourage greater diversity in due diligence ap-
proaches to effectively address the root causes of system-
ic adverse impacts.

Additionally, where codes of conduct and contractual as-
surances are used, they should not be drawn up unilateral-
ly by buyers and should specify the roles of responsibilities
of both parties. They should include expectations of buyers
towards suppliers, as well as commitments from buyers on
what suppliers can reasonably expect in return. To ensure
their effectiveness, clear criteria to develop codes of con-
duct and contractual assurances should be included in

4 Eg. arecent study by Bpifrance, PWC, and ORSE found that, in
France, 80% of SMEs are being required to take various steps to
comply with the obligations introduced by the law on duty of care
(“Loi sur le devoir de vigilance”) by the large actors in their value
chains, without receiving accompanying support (financial or
othervvise) for such efforts.

Drying tables at the Maraba Coffee Cooperative’s washing station in Butare, Rwanda. By consolidating their processing, the
1296 smalllholder farmer members of the cooperative achieve economy of scale and ensure high quality. Photo by Matthew
Harmer / Nice and Serious.


https://www.novethic.fr/fileadmin/user_upload/tx_ausynovethicarticles/BH/AD_Enqu%C3%AAte_BPI_France_ORSE_2019_Web.pdf

the directive. In particular, contractual assurances should
include a buyer-supplier mutual code of conduct?, setting
out buyer and supplier responsibilities in regards to due
diligence (such as sustainable purchasing practices) and
incentives for suppliers to improve their policies, practices,
and performances. It is crucial to promote buyer-suppli-
er collaboration and shared responsibility in the develop-
ment of sustainability risk management systems, improve-
ment plans, remediation guidelines, capacity building,
training, and technical assistance for suppliers. Suppliers
and business partners should be consulted on the con-
tent of any mutual code of conduct®. Credible certification
schemes and multi-stakeholder initiatives can play a role
in informing the development of mutual codes of conduct
at the sector or geographic level.

Atea plucker on the Craigmore estate in India poses with her
son on his way home from school. Photo by Kalyan Varma.

4.Better delineating the role of third-party verification,
industry schemes, and multi-stakeholder initiatives

The proposed CSDDD stipulates that companies may rely
on industry schemes and multi-stakeholder initiatives to
support the implementation of their obligations referred
to in Articles 5 to 1. Independent third-party verification is
also highlighted as a key instrument to verify contractual
assurances, including via ‘suitable industry initiatives’. This
provides a great opportunity to value ambitious sectoral
initiatives and reward frontrunners. It should, however, be
made clear that the responsibility to ensure compliance
with the directive lies with the companies and that indus-
try initiatives cannot be used as substitutes for individual
companies’ due diligence obligations. The Commission
should define strict criteria to ensure that only the most
robust industry schemes and multi-stakeholder initia-
tives can support companies in their due diligence pro-
cess. These criteria should be based on internationally
recognised, normative good practices, such as those set
out for credible certification schemes in the Internation-
al Social and Environmental Accreditation and Labelling
Alliance’s (ISEAL) Codes of Good Practice’ These criteria
should be defined in delegated and/or implementing acts
and guidelines, as referred to in Article 13.

5. Ensuring companies address the impacts of business
models, strategies, and practices

Working towards addressing adverse human rights and
environmental impacts in global value chains requires
that companies address the actual and potential impact
of their business models and strategies, including pur-
chasing practices. Unsustainable purchasing practices
can, for example, be a key factor in pushing smallholders
even further into poverty.In many sectors, the combination
of unfavourable contract terms and increasing downward
pressure on prices in global value chains, leaves farmers
with too little and unstable income, sometimes even earning
less than their costs of production. This puts them in no po-
sition to invest additional resources to implement sustain-
able practices and comply with sustainability standards
and norms. Responsible purchasing practices can play a
role in ensuring that the costs of investing in sustainabili-
ty are proportionally shared along the value chain, so that
farmers have the means to farm sustainably.

Unsustainable purchasing practices frequently have a di-
rect and disproportionately detrimental impact on vulner-
able groups of workers, particularly women and informal/
migrant/seasonal workers. They contribute to increased
risks of child labour and forced labour. They also contrib-
ute to deterioration of working conditions, resulting in low
wages and incomes, unsafe working conditions, violence
against women, illegal and/or unauthorised (and unmon-
itored) subcontracting, informalization of work, unfair re-
cruitment, as well as difficult or impossible social dialogue
and bargaining agreements, among other issues.

The EU CSDDD provides an opportunity to address unsus-
tainable purchasing practices and their consequences.
Recital 30 mentions that companies should ‘identify and
assess the impact of a business relationship’s business
model and strategies, including trading, procurement and
pricing practices’, but this is not sufficient. Specific pro-
visions should be included in the core obligations of the
directive (in particular in Articles 5 to 10) to make compa-
nies responsible for implementing responsible purchasing
practices as a key instrument to prevent and mitigate ad-
verse impacts in their operations and value chains.

5 See, for example, the Buyer-Supplier Mutual Code of Conduct

of Social Accountability International and Module 4 on agreeing
contractual terms in the Guide to buying responsibly of the Ethical
Trading initiative

6 See OECD-FAO Guidance for Responsible Agricultural Supply
Chains, pp.32-33 “Strengthen engagement with business partners”
7 ISEAL Alliance. (2014, December). Setting Social and Environmentall
Standards, ISEAL Code of Good Practice, version 6.0.



https://sa-intl.org/resources/mutual-code-of-conduct/
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https://www.oecd-ilibrary.org/agriculture-and-food/oecd-fao-guidance-for-responsible-agricultural-supply-chains_9789264251052-en;jsessionid=zLofMO1_51zOC-ucDaRZ_agfjqQ_SbQ0MJGpENwV.ip-10-240-5-151

6. Ensuring meaningful engagement throughout the due
diligence process

The Rainforest Alliance regrets the lack of consistent provi-
sions on continuous meaningful engagement with stake-
holders and rightsholders, who are or could be impacted
by adverse impacts. The CSDDD should recognise mean-
ingful engagement as a key element at all stages of the
due diligence process to ensure its effectiveness. Compa-
nies should engage with stakeholders (especially poten-
tially impacted groups) at all stages of the due diligence
process (across Articles 5 to )— not only at the stage of
risk identification and not only when they deem it ‘relevant’.
This includes the explicit recognition of the role of social
dialogue and engagement with workers’ representatives
and trade unions when conducting due diligence related
to industrial relations, employment, and workers’ rights, as
described in the OECD Guidelines and International Labour
Organization (ILO) Tripartite Declaration of Principles con-
cerning Multinational Enterprises and Social Policy.? Such
engagement should extend to any relevant remediation
process.

In line with the UNGPs and OECD Guidelines, companies
should engage with potentially affected stakeholders, with
the objective of understanding and responding to their in-
terests and concerns. They should particularly engage with
those who are likely to be the most vulnerable to adverse
impacts in connection with the company’s operations or
value chain, such as smallholders, farm workers, Indig-
enous peoples and local communities, and women. For
good-faith, effective, and meaningful consultations with
potentially affected stakeholders and rightsholders, it is
essential engagement takes place via their own represen-
tative institutions and organizations, where they exist. °
The right to the free, prior, and informed consent of Indig-
enous peoples and local communities should also be ful-
ly embedded in relevant engagement and consultation
processes, in line with the UN Declaration on the Rights of
Indigenous Peoples (UNDRIP) and ILO Convention 169 on
Indigenous and Tribal Peoples. Furthermore, while finan-
cial compensation is mentioned in Article 8 as a way for
companies to neutralise adverse impacts, these provisions
should be expanded to include access to other forms of
remedy for impacted stakeholders. Remedy can indeed
include other actions beyond financial compensation (e.g.
sanctions of those responsible and commitments to pre-
vent future harm), which can only be determined by con-
sulting with affected stakeholders. Due attention should be
given to overcome the barriers that affected groups such
as smallholders, Indigenous peoples and local communi-
ties, workers, and women face in accessing and securing
remedy, as well as in ensuring that all procedures are im-
partial, safe, and free from undue influence.

7.Enabling responsible disengagement as a last resort

Recital 32 clearly mentions that the directive ‘should en-
sure that disengagement is a last-resort action’ to ‘enable
continuous engagement with the value chain business
partner instead of termination of business relations (disen-
gagement) and possibly exacerbating adverse impacts.
However, this key element should also be reflected in the
core obligations of the directive, particularly in Articles 7.5
and 8.6, in line with existing due diligence standards such

as the OECD Guidelines and the OECD-FAO Guidance for
Responsible Agricultural Supply Chains.

Companies should be required to consider alternatives to
permanent disengagement such astemporary suspension
of the relationship, while implementing prevention, mitigo-
tion, and remediation measures, such as investments and
capacity building. It should be made clear in Articles 7.5
and 8.6 that disengagement from suppliers should be used
as a last resort measure, where mitigation is not possible,
unacceptable, or attempts of mitigation have failed. Fac-
tors that are relevant to determining whether disengage-
ment is the appropriate response include: the severity and
probability of the adverse impact, the company’s ability to
influence and/or build leverage over the business partner
or other relevant actors (e.g, government), and how cru-
cial the business partner is to the company.®©

Workers at a tea plantation in India arrange compost
around newly planted tea bushes.

Articles 7.5 and 8.6 should also stipulate that companies
must assess the impacts of a decision to disengage" and
consult with stakeholders and rightsholders that could be
negatively impacted® as well as their representative or-
ganizations, including trade unions. When disengagement
cannot be avoided, companies must address the adverse
impacts related to the decision to disengage and pursue
remediation of past adverse impacts where appropriate.

8 See also Engagement with Trade Unions in Due Diligence Pro-
cesses Conducted by Industry-led or Multi-Stakeholder Initiatives
CLARIFICATION BY THE OECD INVESTMENT COMMITTEE

9 See, for example, the OECD FAO Guidance for Responsible Agri-
cultural Supply Chains, pp. 26 and 57, and the ILO Tripartite Declara-
tion of Principles concerning Multinational Enterprises and Social
Policy, Article 34 and 63

10 See OECD FAO Guidance for Responsible Agricultural Supply
Chains, pp.36-37

1See OECD Guidelines, Article 22

12 See ILO Tripartite Declaration of Principles concerning Multina-
tional Enterprises and Social Policy, Article 34
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https://www.oecd.org/daf/inv/mne/48004323.pdf
https://www.ilo.org/wcmsp5/groups/public/---ed_emp/---emp_ent/---multi/documents/publication/wcms_094386.pdf
https://www.ilo.org/wcmsp5/groups/public/---ed_emp/---emp_ent/---multi/documents/publication/wcms_094386.pdf

Finally, Article 11 should require companies, as part of their
reporting obligations, to disclose the number of instances
where they have decided to disengage, the reason for this
disengagement, and the location of the concerned sup-
pliers (without disclosing their identity, except where the
company deems it acceptable to do so in accordance
with applicable laws).

8. Defining effective complaints procedures

The proposed CSDDD requires companies to adopt a com-
plaints procedure in Article 9. This is a very positive element,
as it can serve as an early warning system for companies,
help identify potential or actual adverse impacts, and im-
prove communication with relevant stakeholders. A com-
plaints procedure offers an opportunity to settle issues be-
tween companies and affected rights holder before they
are elevated to formal dispute resolution mechanismes. It
can provide valuable feedback to companies so that they
continuously improve their operations and/or manage-
ment systems.

However, Article 9 could be improved by incorporating the
effectiveness criteria for non-judicial grievance mech-
anisms set forth in Principle 31 of the UNGPs.® These prin-
ciples stipulate that non-judicial grievance mechanisms
should be legitimate, accessible, predictable, equitable,
transparent, rights-compatible, a source of continuous
learning, and based on dialogue and engagement.

Article 9 should also recognise that the complaints proce-
dure should complement judicial and other non-judicial
mechanismes. It should, therefore, not undermine the role
of trade unions in addressing labour-related risk issues. It
should also not interfere with existing dispute mechanisms,
such as those on labour rights and the existing industrial
relations systems and labour dispute mechanisms that
are part of collective bargaining agreements.

Colombian coffee farmer Ilvan Vega and his son at a
stream on the family’s farm.

Finally, Article 9 should stipulate that the complaints proce-
dure must ensure the protection of complainants against
retaliation.

9.Reinforcing the provisions on liability

The Rainforest Alliance welcomes the inclusion of provi-
sions on liability in the proposal and that courts in EU mem-
ber states cannot deny liability on the ground that the law
of the country where the harm occurred applies. This al-
ready lifts a significant barrier to justice, in particular, for
impacted stakeholders from the Global South.

However, the contractual cascading approach could end
up in companies systematically getting away with harms
caused by indirect partners. The provisions also do not in-
clude key principles to address obstacles to justice such
as narrow time limits, limited legal standing, or burden
of proof. This approach should be replaced by one that
adopts limitations on liability drawn from ordinary tort
principles, such as foreseeability, causation, and reason-
ableness.

Therefore, Article 22 should be improved to remove the
barriers to justice and fully enable impacted rightsholders
and stakeholders to seek redress in courts.

10. Mainstreaming gender in the due diligence process

The CSDDD represents a unique opportunity to fight gen-
der inequality and discrimination in global value chains,
but the Commission’s proposal is currently gender blind.
It does not recognize the fact that human rights abuses
have differentiated impacts on individuals and groups in
marginalized situations and disproportionately disadvan-
tage women and girls. Gender-specific impacts on women
happen in all sectors, including agriculture, and frequently
intersect with other forms of discrimination. In line with the
UNGPs and OECD Guidelines, the CSDDD should require that
companies pay special attention in all steps of their due
diligence to the actual and potential adverse impacts that
may be faced by women.

The list of rights and prohibitions and conventions used to
define ‘adverse human rights impacts’ in the Annex is too
limited, particularly to prevent and remedy women'’s rights
abuses at all levels in corporate value chains. It should be
expanded to include additional conventions, such as ILO
Convention 190 on violence and harassment in the world
of work.

Stakeholder engagement and complaints mechanisms
must also be gender-responsive, and the identification
of risks and monitoring of and reporting on due diligence
must include gender-sensitive indicators, including the
use of disaggregated data.

13 See Principle 31 of the UNGPs, pp.38
14 See OECD FAO Guidance for Responsible Agricultural Supply
Chains, p.33


https://www.ohchr.org/sites/default/files/documents/publications/guidingprinciplesbusinesshr_en.pdf

Anna Cheptoek Chemutai, a coffee farmer in Mount Elgon, Uganda, who took part in gender equality trainings, works on the
farm with her husband Alfred. Photo courtesy of Kyagalanyi Coffee.

11. Expanding the Annex to include additional human
rights standards and instruments

The Annex of the proposed EU directive includes a limited
list of human rights violations, with a catch-all clause that
refers to relevant UN and ILO instruments. This approach
creates ambiguities and risks promoting a selective appli-
cation of standards. A non-limitative list of human rights
standards and instruments would be a more suitable ap-
proach. Should it be maintained though, it would be key
to ensure that the list covers all relevant human rights
conventions and instruments. For example, in relation to
workers’ rights, while the eight core fundamental ILO con-
ventions are referenced in the Annex, all technical and
governance ILO conventions and instruments must be
added to the list, such as those on the protection of wages,
harassment and violence, and adequate workers” housing.

At a minimum (but not limited to), the following list of key
international human rights standards and instruments
would need to be explicitly incorporated into the Annex:

» The International Convention on the Protection of the
Rights of All Migrant Workers and Members of their
Families

» The International Convention for the Protection of All
Persons from Enforced Disappearance

« The UN Declaration on Human Rights Defenders
+ ILO Convention 1: Hours of Work (Industry)

« ILO Convention 26: Minimum Wage-Fixing Machinery
Convention

« ILO Convention 30: Hours of Work (Commerce and Of-
fices)

+ ILO Convention 81: Labour Inspection

+ ILO Convention 95: Protection of Wages

ILO Convention 131: Minimum Wage Fixing
ILO Convention 135: Workers’ Representatives
ILO Convention 155: Occupational Safety and Health

ILO Convention 169 on Indigenous and Tribal Peoples
(In addition to the United Nations Declaration on the
Rights of Indigenous Peoples, which is included in the
Annex, but there should also be an explicit reference
to the free, prior, and informed consent of Indigenous
peoples and local communities.)

ILO Convention 181: Private Employment Agencies, in-
cluding Article 7 on the ban of recruitment fees

ILO Convention 183: Maternity Protection

ILO Convention 184: Safety and Health in Agriculture

ILO Convention 190: Violence and Harassment

ILO Recommendation 85: Protection of Wages

ILO Recommendation 115: Workers’ Housing

ILO Recommendation 135: Minimum Wage Fixing

The ILO Constitution

ILO Code of Practice on Safety and Health in Agriculture

The ILO Centenary Declaration for the Future of Work



UPHOLDING THE RIGHTS OF SMALLHOLDERS,
FOREST COMMUNITIES, AND WORKERS IN GLOBAL
VALUE CHAINS

Diana Mendoza and her children plant trees on the
family farm in Honduras to help protect water sourc-
es and restore forestland.

Who is a smallholder?

The definition of a smallholder varies depending on
local laws and definitions of the countries where they
are based. The EU Renewable Energy Directive defines
smallholders as farmers who independently conduct
an agricultural activity on a holding with an agricul-
tural area of less than two hectares, for which they
hold ownership, tenure rights, or any equivalent title
granting them control over the land, and who are not
employed by a company, except for a cooperative
of which they are members with other small holders,
provided that such a cooperative is not controlled by
a third party.

About 500 million farms worldwide (84 percent of
total farms) are smaller than two hectares. Howev-
er, the EU definition has limitations, as many small-
holders do not own the land they farm, and, in some
sectors and countries, smallholders may have much
larger plots than two hectares, while still being much
smaller (dnd more vulnerqble) in comparison to oth-
er farms in their area and/or sector.

Smallholders are some of the most marginalised actors in
global value chains. At the same time, they produce a third
of the world’s food supply and represent an overwhelming
share of producers in some sectors defined as ‘highimpact’
in the proposed directive. The gross annual value of small-
holder crop, fuelwood and charcoal, timber, and non-tim-
ber forest products lies between US$869 billion and US$1.29
trillion. While smallholders and forest communities can be
active drivers of sustainable development, the conditions
for them to do so and produce their goods in an economi-
cally, socially, and environmentally sustainable way are of-
ten lacking. This can discourage risk-adverse downstream
companies from forming or maintaining lasting business
relationships with them. Leveraging the CSDDD to encour-

age long term engagement and investments to support
suppliers would therefore greatly benefit smallholders and
forest communities.

Smallholders need to generate enough income from their
operations to be able to meet the needs of their farms
and their households—including to sustain their reve-
nue-generating assets. Since this, however, is rarely the
case, smallholders often make decisions that undermine
themselves in the long run. For example, by degrading pro-
ductive assets (e.g., mining their soil) to increase incomes
in the short run. They are also unlikely to be able to secure
decent working conditions for workers (or their household
workforce), including paying d living wage, or to cover the
costs of producing sustainably. If smallholders do not meet
their needs—which should be considered more broadly
than just basic needs—then they cannot afford the social
(e.g., no child Idbor) and environmental improvements
(e.g., no deforestation or sustainable diversification) that
their buyers, governments, and consumers expect from
them. While Recital 49 of the proposal recognises the
need to pay specific attention to the challenges faced by
smallholders in third countries, more needs to be done in
the CSDDD as part of the core obligations of companies
to prevent, mitigate, and remediate adverse human rights
and environmental impacts in value chains. The directive
needs to ensure that downstream value chain actors’ re-
sponsibilities lead to policies and practices that contribute
to smallholders and forest communities earning an in-
come that covers household needs and the cost to farm
sustainably, including providing decent working conditions
and living wages to workers. While normative definitions on
what a living income should encompass are important to
raise awareness and facilitate reporting, it is necessary to
go beyond definitions and engage meaningfully with the
impacted communities. In the end, what matters is map-
ping and bridging the unmet needs that the communities
themselves have identified.

Eriberto Ruiz, a worker at the Finca Santa Marta banana
farm in Costa Rica, helps his daughter with her schoolwork.

15 World Wildlife Fund. (2020, July 13). “WWF report puts spotlight on
‘Unseen Foresters’, calls for greater recognition of communities’
role in sustainable forest management.” Retrieved from https://wwf.
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12. Including living income in the material scope of the
directive

The CSDDD should recognise poverty as one of the root
causes of sustainability issues in global value chains—at
a minimum in the Recitals. In agricultural value chains in-
volving smallholders, the fact that smallholders cannot
generate an income that covers their basic needs is one
of the most salient potential sustainability risks that should
be prioritised throughout the due diligence process. Small-
holder-intensive sectors, like agriculture and forestry, are
considered ‘high impact’ in the proposed CSDDD, for which
companies would only have to focus on ‘severe adverse
impacts’in their due diligence process.

Rainforest Alliance applauds that the proposed CSDDD in-
cludes living wage and decent standard of living in Part |
of the Annex—this should be maintained to ensure these
elements are taken into account by companies in their
due diligence process. It is, however, regrettable that it
does not include any reference that would make compa-
nies responsible for using their leverage to contribute to a
living income in relevant value chains, especially since it is
a precondition for the realization of human rights and the
implementation of more sustainable practices. This can be
rectified by adding an explicit mention of living income in
the Annex, referring to the right to an adequate standard of
living, in accordance with Article 11 of the International Cov-
enant on Economic, Social and Cultural Rights™ and Article
25 of the Universal Declaration of Human Rights.” Including
this in the Annex would provide the foundation to work to-
wards global value chains where farmers earn an income
that covers their basic household needs and the costs of
farming sustainably.

Living wage and living income:
what is the difference?

Living wage refers to the remuneration received by a
worker for a standard workweek in a particular place,
sufficient to afford a decent standard of living for the
worker and their family.

Living income, in the case of smallholders, is un-
derstood as the income they derive from their pro-
duction, which should meet the needs of both their
household and their farm, including the needs of their
dependents (e.g. living wages for workers). It is a key
human right and a precondition for the realisation of
sustainable farming practices.

Both living wage and living income are crucial to
address poverty as a root cause of adverse human
rights and environmental impacts.

16 United Nations (Generall Assembly). “‘International Covenant on
Economic, Social, and Cultural Rights.” Treaty Series, vol. 999, Dec.
1966, p. 171.

17 United Nations. Universal Declaration of Human Rights. 1948.

Counting money at the Village Savings & Loans in Malawi. Photo by Sydelle Willow Smith.



13. Developing specific measures to support value chain
actors and stakeholders in third countries

The Rainforest Alliance welcomes the explicit mention in
Article 14 of support measures to enable the implementa-
tion of due diligence in third countries, including new mea-
sures like the facilitation of joint stakeholder initiatives to
help companies fulfil their obligations.

We encourage the Commission and member states to
develop specific measures, create hew programmes, and
build on existing initiatives, in particular (but not limited) to:

 Inform stakeholders in third countries on the upcom-
ing EU requirements and how they may affect them,
well before the directive enters force

* Assess the needs of farmers and forest communi-
ties and devise effective strategies so that they can
achieve sufficient income to meet these needs

« Provide technical and financial support to SMEs,
smallholders, and farmer groups in producing coun-

tries to build their capacity so that they can comply
with their buyers’ expectations

« Support the representation and participation of mar-
ginalised stakeholders and groups that could poten-
tially be affected by adverse environmental and hu-
man rights impacts in multistakeholder and sectoral
initiatives

« Provide technical and financial support to trade
unions and civil society organisations to ensure their
full engagement and participation in due diligence pro-
cesses

« Ensure consistency with the implementation of the
Communication on Decent Work Worldwide™ by le-
veraging its key tools to support and enhance con-
sultation processes with trade unions in due diligence
processes, as well as to support the development of
mature industrial relations and social dialogue, for
which Freedom of Association is key

« Develop cooperation and partnership mechanisms
with governments of third countries to:

- facilitate access to extension services, inputs, in-
frastructure, and education, particularly for small-
holders and female farmers

+ work towards an enabling environment and rule of
law (through the development of new relevant po-
licies and laws and reinforcement of existing laws)

« ensure multistakeholder participation in decision
making processes

Workers wash bananas after harvesting at a Rainforest Alli-
ance Certified banana farm in Costa Rica.

Provide incentives for companies to maintain their re-
lationships with high-risk suppliers (e.g. through facili-
tated access to public-private partnerships and co-fi-
nance mechanisms)

Provide guidance to companies and relevant value
chain actors to enable sectoral cooperation on sus-
tainable purchasing practices, in alignment with EU
competition law

18 “Commission Sets out Strategy to Promote Decent Work World-
wide and Prepares Instrument for Ban on Forced Labour Products.”
23 Feb. 2022, https://ec.europa.eu/commission/presscorner/detail/

enfip_22 187.



Tea pluckers work at the Chamraj plantations in India’s Nilgiri Hills. Photo by Sara Hylton.

LIVING UP TO THE GREEN DEAL AND GLOBAL
ENVIRONMENTAL COMMITMENTS

The Rainforest Alliance regrets that the proposal falls short
of ensuring that companies effectively address adverse
environmental impacts. As it stands, the proposal is not
at the level of ambition needed for the EU and its mem-
ber states to deliver on the Green Deal objectives as well
as its global environmental commitments. Given the dire
state of global climate and environmental indicators, the
EU CSDDD is a key opportunity to address environmental
impacts beyond EU borders and to mobilise companies so
that they contribute to global environmental objectives.

14. Expanding the definition of ‘adverse environmental
impacts’

Part Il of the Annex is extremely limited, as it misses sev-
eral key environmental conventions—including the Paris
Agreement, the Ramsar Convention on Wetlands of Inter-
national Importance Especially as Waterfowl Habitat, the
UN Convention to Combat Desertification, and the UNECE
Convention on Access to Information, Public Participation
in Decision Making and Access to Justice in Environmental
Matters (Aarhus Convention)—leaving major environmen-
tal adverse impacts outside of the scope of due diligence.
While Annex Part | rightfully includes a provision that ex-
pands the list of environmental adverse impacts by cov-
ering those with human rights implications, this may result
in companies ignoring environmental adverse impacts
whose link to human rights is not evident. At a minimum,
Part Il of the Annex should be expanded to include oth-
er key environmental conventions and should mirror the
structure of Part | (including a ‘catch-all' clause beyond
the specific provision listed). A review clause should also
be included in the directive, so that the Commission can
regularly review and modify the Annex, especially since
new conventions and treaties may be signed and ratified
in the future.

The definition of ‘adverse environmental impact’ should
also be extended beyond adverse impacts resulting from
the violation of one of the prohibitions and obligations pur-
suant to the international environmental conventions list-
ed in Annex Part II. The proposed definition is not sufficient
to ensure major adverse environmental impacts are cov-
ered and does not provide sufficient flexibility to compa-
nies. For example, there is no existing international conven-
tion to tackle deforestation while many companies have
committed to tackle deforestation in their value chains.
The definition should refer to non-limitative categories of
adverse environmental impacts, following the same ap-
proach as other key EU policies (such as the EU Taxonomy
or the EU Corporate Sustainability Reporting Directive).

15. Ensuring companies conduct due diligence on
climate risks

Although Article 15 of the proposal includes an obligation
for companies to adopt a plan to ensure that their busi-
ness model and strategy are compatible with the 1.5 °C ob-
jective of the Paris Agreement, it does not require compa-
nies to conduct due diligence on climate risks. First, Article
15 only applies to the biggest companies in scope, while it
should apply to all companies in scope, particularly those
in high impact sectors. Furthermore, the proposal does not
include the Paris Agreement in the list of agreements and
conventions in Annex Part Il that serves as a basis for com-
panies to address adverse environmental impacts in their
value chains.

The latest report from the Intergovernmental Panel on
Climate Change (IPCC)— Climate Change 2022, Impacts,
Adaptation and Vulnerability® — shows the importance of
addressing climate risks in the CSDDD. The report high-
lights that climate impacts have already caused irrevers-
ible damages and that safeguarding biodiversity and eco-
systems is fundamental to climate resilient development.
Almost all companies are responsible for emitting green-



house gasses (GHG), and therefore, all companies should
include climate risks and objectives in their due diligence
and strategies.

A wide variety of initiatives and methodologies have been
developed for companies to set ‘Paris-aligned’ objectives
and strategies. The Greenhouse Gas Protocol and the
Science Based Targets Initiative, for example, both set a
clear and ambitious decarbonization roadmap through
science-based targets while aligning with the Paris
Agreement and promoting a net-zero energy system by
mid-century. While many companies have committed to
climate objectives, the number is still too low and their vol-
untary commitments often fall strongly behind the emis-
sions cuts needed according to the IPCC special report on
the impacts of global warming of 1.5 °C.2° Additionally, they
often lack clear implementation plans.

The EU CSDDD is an opportunity to scale up these commit-
ments. It would also complement the Corporate Sustain-
ability Reporting Directive?, which introduced an obligo-
tion for companies to report on their plans to ensure that
their business model and strategy are compatible with the
transition to a sustainable economy and limiting of glob-
al warming to 1.5°C. It is, however, crucial to go beyond re-
porting obligations and ensure companies take ambitious
and clear steps to address their climate impacts by dras-
tically reducing their greenhouse gas (GHG) emissions.
The EU commitments to reduce GHG emissions to at least
55 percent below 1990 levels by 2030 and to become cli-
mate-neutral by 2050 cannot be achieved without mobil-
ising the private sector and requiring companies to con-
tribute their fair share. The EU CSDDD is a key instrument
to achieve this, hence the need to include the Paris Agree-
ment from the outset in the Annex—to ensure that compa-
nies conduct due diligence on climate impacts—and to ex-
pand the application of Article 15 to all companies in scope.

16. Helping prevent the use of harmful agrochemicals
globally

In agricultural value chains, the use of harmful agrochem-
icals often causes human rights violations and adverse
environmental impacts. Conventional pesticide usage
poses several severe risks to human health, with an esti-
mated 255,000,000 pesticide poisonings per year? 150,000
suicides from pesticide ingestion per year®, and recent
research showing the link between exposure to pesticides
and long-term links to Parkinson’s disease.?* Pesticide risks
are also extended to nature. By contaminating, soil, water,
and land, pesticides have proven toxic to birds, fish, and
key pollinators. Bees identified as essential pollinators have
decreased by 30 percent since 2006, largely due to the
wide use of pesticides, specifically neonicotinoids.?®

Tea pluckers sort freshly harvested leaves at the Kericho
plantation in Kenya. Photo by Caroline Irby.
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The Rainforest Alliance welcomes the inclusion of the
Stockholm and Rotterdam Conventions in Part Il of the An-
nex, but there are many more hazardous pesticides that
are still widely used and which are not covered by these
conventions. At minimum, the Annex should refer to all pes-
ticides that are hazardous according to the Joint Meeting
on Pesticide Management FAO/WHO definition In addi-
tion, the Annex should include a provision that the phase-
out of these pesticides should be reached with support of
alternative pest and weed control measures, according to
the ‘Integrated Pest Management’ (IPM) approach as de-
fined by the FAO.”” IPM includes measures such as increas-
ing biodiversity on and around the farm to attract natural
predators of pests and using alternative measures at an
early stage to strongly reduce the spread of pests and the
need to apply hazardous pesticides.

Banning the most hazardous pesticides alone will not fully
mitigate the risks associated with pesticide use. Rather, a
fundamental shift in agricultural practices is needed. How-
ever, without including a reference to implementing IPM as
a preventive measure, banning pesticides can easily result
in producers exchanging these pesticides for other haz-
ardous pesticides or using less hazardous pesticides but
applying more of them. Companies need to support pro-
ducers in their value chains to ensure an effective transi-
tion to implementing IPM practices.

CONCLUSION

The Commission’s proposed directive on corporate sus-
tainability due diligence sends a much-needed political
and market signal, and the Rainforest Alliance applauds its
ambition. However, if the proposal is to meet its own ob-
jectives, steps must be taken during the ensuing legislative
process to strengthen the eventual directive and facilitate
effective implementation.

The Rainforest Alliance encourages the European Par-
liament and the Council to consider incorporating the
key recommendations within this paper. In particular, the
CSDDD should be aligned with existing recognised interna-
tional standards on due diligence (i.e. the UNGPs and OECD
Guidelines), to ensure effective due diligence that drives
change on the ground. Provisions to uphold the rights
of smallholders and forest communities in global value
chains, especially those that enable a living income, should
be included in the CSDDD. In addition, the environmental
scope of the directive should be significantly reinforced
to align with global environmental commitments and the
SDGs, as well as with the EU Green Deal objectives.

Finally, the EU and its member states should work together
to put in place all of the accompanying measures needed
to support the most vulnerable value chain actors, most
notably, the aforementioned smallholders and communi-
ties in the Global South. We will continue supporting the de-
velopment of an EU directive that can generate transfor-
mation in producing countries around the world and make
use of our expertise on sustainable production and value
chains to provide relevant input during the legislative and
implementation processes.

26 “NSP - Highly Hazardous Pesticides (HHPs).” Food and Agriculture
Organization of the United Nations, https://www.fao.org/agriculture/
crops/thematic-sitemap/theme/pests/code/hhp/en/.
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agement.” Food and Agriculture Organization of the United Nations,
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grated-pest-management/en/.

A truckload of Rainforest Alliance Certified cocoa awaits transport in the farming village of Paul Kru, Cote d'lvoire. Photo by
Nice and Serious.
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