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Executive Summary
In late 2025, European policymakers signalled a dramatic recalibration in
corporate sustainability regulation. What was once projected to be the most
comprehensive sustainability reporting and supply-chain risk architecture in the
world — encompassing the Corporate Sustainability Reporting Directive
(CSRD), Corporate Sustainability Due Diligence Directive (CSDDD), and aligned
taxonomy rules — has been reshaped. In its place, a ‘Simplification Omnibus’
package passed by the European Parliament scaled back obligations on
companies below the very largest tier, extended timelines, and reduced the
administrative reach previously envisioned. 

This regulatory shift has sparked debate across Europe and beyond. To some it
feels like relief from administrative burden; to others it risks hollowing out
accountability and undermining trust. Yet what is often overlooked in this
debate is that the moment of legislative adjustment does not mark the end of
sustainability’s strategic relevance — but the beginning of a new, more complex
phase in how companies create long-term value, manage risk, and build trust.

This whitepaper argues that the Omnibus moment is not a retreat point but a
strategic inflection — one that demands that organisations move beyond
compliance-centric thinking, embed sustainability deeply into enterprise
systems, and leverage culture and inclusion as core mechanisms for resilience.

We ground this narrative in emerging empirical data on disclosure rates,
assurance practices, board oversight, and the evolving global context of ESG
integration while elevating a perspective that bridges policy intention,
organisational reality, and human systems — especially the social and cultural
dimensions that determine whether sustainability becomes a genuine capability
or a momentary compliance burden. (OECD)
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The EU Omnibus
A New Regulatory Reality

In the first years of the 2020s, the European Union emerged as the global
laboratory for mandatory sustainability reporting and due-diligence obligations.
The CSRD was set to expand reporting requirements from a few hundred
companies to tens of thousands across the EU with “double materiality”
disclosure — requiring firms to report not only how sustainability issues affect
their business, but also how their business affects society and the environment. 

The CSDDD aimed to embed human-rights and environmental risk
identification and mitigation throughout value chains.

These regulatory engines propelled a shift: sustainability data would no longer
be voluntary narrative — it would become structured, auditable, and financially
material.

However, the legislative process was met with resistance. Member states were
divided on scope and timing; industry groups emphasised competitiveness
concerns; and geopolitical currents — including deregulatory pressures globally
— added noise to the conversation. 

By December 2025, a compromise Omnibus package emerged, with the
European Parliament voting to simplify and delay elements of CSRD and
CSDDD, applying them only to the largest companies and postponing certain
obligations to later years. 

For many executives this felt like a victory — a reprieve from an escalating
compliance wave. But viewed narrowly as regulatory rollback, this interpretation
misses a larger strategic truth.
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Regulatory Adjustment 
Is Not Regulatory Retreat

Globally, the public and private sectors are converging on sustainability data
expectations. In 2024, 91% of companies by market capitalisation reported
sustainability information, up from 86% in 2022 — and in Europe the disclosure
rate reached 98%. Boards are increasingly responsible for sustainability
oversight, rising from 53% to 70% of firms within two years; executive
compensation is increasingly linked to sustainability performance; and external
assurance of sustainability disclosures is becoming common practice. (OECD)

Regulatory simplification is real; but regulatory
relevance remains equally real.

These trends show that businesses are integrating sustainability not because of
regulation alone, but because capital markets, customers, insurers, and
stakeholders now treat ESG data as a proxy for management quality and risk
discipline.

Even as EU legislative thresholds rise, the market’s demand for credible,
comparable, and verifiable sustainability information continues to intensify —
compelling companies to invest in capability, not just compliance. 
(Thomson Reuters)

In parallel, debates in other jurisdictions — such as the U.S. Securities and
Exchange Commission’s engagement with European ESG rules — underscored
that corporate sustainability disclosure remains a subject of global financial
regulatory discourse and competitive positioning. (Reuters)
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The End Game = Value Creation

A regulatory lens assumes a baseline: “Do we meet the legal requirements?” A
strategic lens asks: “How does sustainability advance our value creation, risk
management, and resilience in dynamic markets?”

Investment inflows and capital cost optimisation
Supply-chain security and risk mitigation
Brand resilience and customer loyalty
Talent attraction and retention
Adaptation to physical climate risk

Sustainability performance is increasingly linked to:

The question for leadership is no longer whether sustainability

matters — it is how deeply it is integrated into business models,

governance structures, and organisational culture.

In 2025, research consistently shows that firms with structured sustainability
practices also embed these factors into board oversight, data governance, and
executive compensation systems — which correlates with stronger long-term
financial performance and stakeholder trust. This is not incidental
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The Strategic Reset:
Deepening Capability Beyond
Compliance
In response to the Omnibus, organisations face a choice:

Retrench to the new minimums 
Focusing narrowly on reporting thresholds and
legal exposure, or

Invest in strategic capability 
Recognising that simplicity in regulation does
not equate to simplicity in stakeholder
expectations or market risk.

Sophisticated corporate leadership is shifting focus from regulatory box-checking to
sustainability capability infrastructure. This infrastructure — akin to financial control
systems — combines risk management, data integrity, cross-functional governance, and
cultural dynamics that determine whether risk signals are heard early and acted upon
effectively.

Governance that embeds sustainability across procurement, finance, and
operational leadership

Data systems that emphasise auditability and decision-ready insights

Supplier engagement that builds capacity and trust rather than penalises
disclosure gaps

Culture and inclusion as core mechanisms for early risk detection and
organisational learning
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Culture and Inclusion 
Why They Matter
Organisations often underestimate the degree to which culture — the tacit norms,
incentives, psychological safety, and power dynamics — influences sustainability
outcomes. When culture suppresses open discussion of risk, companies are blind to
emerging threats. When hierarchical pressure or power imbalances exist in internal
teams or supplier ecosystems, adverse impacts go unreported until they surface as
crises. Equality and inclusion, therefore, are pragmatic risk management
mechanisms. They create environments where issues are surfaced early, where
voices from across functions and value chains are heard, and where corrective
action can occur before reputational or financial damage accrues.

This insight emerges not from abstract theory but from organisational anthropology
and data on compliance effectiveness: environments with higher psychological
safety and equitable information flows demonstrate more robust risk detection and
mitigation performance.

The Global Capability Gap
A Persistent Structural Challenge
A significant structural reality is the capability gap between EU companies and their
global suppliers — particularly in regions where regulatory systems and
organisational maturity levels vary widely. While larger EU firms invest in
sustainability systems, their suppliers often lack the resources, expertise, or
incentives to produce reliable data or implement due-diligence protocols. The
Omnibus adjustments — especially those that raise thresholds — risk masking this
capability gap rather than closing it. Without deliberate investment in supplier
readiness and shared capacity, sustainability aspirations become uneven across
value chains, creating hidden systemic risk. Leading organisations are addressing
this by investing in co-development of tools, training, governance practices, and
inclusive engagement models with suppliers — recognising that compliance hand-
offs alone do not create resilience.
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This is the essence of the EU Sustainability Reset — not as
deregulation, but as a call for deeper, more agile business capability
in a complex world.

From Compliance to
Strategic Resilience
While compliance focuses on thresholds and reporting checklists,
strategic resilience is about system performance under stress.

Leading in Ambiguity: What Leaders Must Do Now

Senior leaders who grasp this shift take three decisive actions:

A resilient sustainability practice:

Anticipates emerging stakeholder expectations
Enables real-time decision support, not retrospective
reporting
Embeds sustainability into core business planning,
capital allocation, and risk oversight
Uses culture as an early-warning mechanism, not an
afterthought

Integrate sustainability into enterprise risk architecture — aligning it with
financial, operational, and strategic risk frameworks.
Invest in data integrity and assurance systems — ensuring sustainability metrics
carry the same governance discipline as financial data.
Build inclusive cultures that surface risk early — leveraging diversity of thought,
psychological safety, and shared accountability across functions and tiers of the
value chain.

These actions translate sustainability from a reporting
agenda into strategic advantage.
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Conclusion: This Reset Is a
Re-Orientation, Not a Retreat
The EU Omnibus did not diminish the importance of sustainability — it reframed
the space in which sustainability will be operationalised. Companies will no
longer be assessed solely on their ability to comply with thresholds; they will be
judged on the authenticity, resilience, and strategic coherence of their systems.

Boards and executives must now pivot from compliance latency to capability
velocity — accelerating their transformation into organisations that can absorb
complexity, anticipate risk, and deliver credible, measurable sustainability
impact.

In doing so, they move beyond regulatory cycles into a new era where
sustainability is not a mandate but a source of resilience, trust, and long-term
value creation.

The EU Omnibus package scaled back CSRD and CSDDD application to the largest companies and
postponed certain requirements. (Reuters: https://www.reuters.com/sustainability/whats-inside-eus-
simplification-omnibus-sustainability-rules-2025-02-26/?utm_source=chatgpt.com)

EU Regulatory Context & Omnibus Changes

91% of companies by market capitalisation disclosed sustainability information in 2024 (up from 86% in 2022);
in Europe the rate was 98%. (OECD: https://www.oecd.org/en/publications/2025/10/global-corporate-
sustainability-report-2025_57b105f2.html?utm_source=chatgpt.com)

81% of companies by market cap disclosing sustainability information had third-party assurance in 2024;
board oversight of sustainability issues rose from 53% to 70%. (OECD:
https://www.oecd.org/en/publications/2025/10/global-corporate-sustainability-report-
2025_57b105f2.html?utm_source=chatgpt.com)

Corporate climate data disclosures reported to CDP grew from under 5,000 companies in 2014 to over
22,400 in 2024, indicating sustained momentum in transparency. (Financial Times:
https://www.ft.com/content/32870df4-ba4a-42cd-9fcb-480df70c5022?utm_source=chatgpt.com)

Sustainability Reporting Trends

Assurance & Board Oversight

Stakeholder Expectations & ESG Momentum
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This white paper contains the views and analyses of Kaveri
Andersson is a strategist and thought leader focused on sustainable
transformation, organisational culture, and equitable operational
systems. She leads research at Impact Think Tank, blending policy
insight, systems design, and social sustainability frameworks to help
organisations build resilient, inclusive, and future-ready enterprises.
Kaveri has worked extensively on issues of organisational equality,
social sustainability, and cross-sector transformation, bringing an
integrative perspective that connects regulatory evolution with human
systems and long-term performance.
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The United Diplomatic Council (UDC) serves as the governing sponsor of The Impact Think
Tank bringing together diplomats, policymakers, business leaders, and international
institutions around a shared mission: advancing sustainable, inclusive global cooperation.
With its unique diplomatic reach across regions that supply goods and services to the EU,
the UDC provides the legitimacy, neutrality, and convening power needed to host difficult
conversations between governments, regulators, and industry.  As governing sponsor, the
UDC ensures that the Think Tank remains globally representative, non-partisan, and impact-
focused.

The Impact Think Tank is an initiative of the United
Diplomatic Council (UDC), created to bridge global
business, policy, and social impact in an increasingly
interconnected world. 

The Think Tank’s vision is to help the world gain insights through collaboration, open
dialogue, and evidence-based thinking — bringing together leaders across sectors and
regions to share perspectives, surface challenges, and capture key data that drives better
decisions. Through research, convenings, and cross-border partnerships, Impact Think Tank
translates complex global frameworks into practical strategies — ensuring that impact is not
only discussed, but designed, measured, and acted upon.

 
The United Diplomatic Council (UDC) serves as the governing
sponsor of this Think Tank because it brings together diplomats,
policymakers, business leaders, and international institutions around a
shared mission: advancing sustainable, inclusive global cooperation. 

Context & Governance

Kaveri Andersson
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