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Minutes of the OECD presentation on due diligence 
Brussels, 29-09-2022

ECGA organised a meeting about OECD guidelines regarding Due Diligence in Brussels. 10 ECGA members attended a presentation held by Louis Maréchal, policy advisor at the OECD. Mr. Maréchal works on Due Diligence Guidance for Responsible Supply Chains of Minerals from Conflict-Affected and High-Risk Areas. He presented the current state of the discussion this topic. 
Mr. Maréchal first clarified that graphite is currently not directly covered by OECD reports or guidelines about due diligence. Only two OECD reports mentioned graphite in the last few years, without being focused on it. Rather, due diligence guidelines have been focused on the so-called 3TG, that is the sources of tantalum, tin, tungsten and gold. Also, from a geographic point of view, most of the attention has revolved around the conflicts that have ridden the Democratic Republic of Congo. That is why cobalt has also been a target mineral. 
After this introduction, Mr. Maréchal detailed the several steps leading to a full due diligence program. First, buyers should inquire with their suppliers about their internal policies regarding environmental, social or governance problems. Second, buyers should assess the various risks that have been mentioned by their suppliers or that they have detected themselves. In that process, it is most important to identify a series of potential “red flags” which should be either acted upon immediately or monitored afterwards. Finally, such actions or monitoring should be publicly reported every year.
Mr. Maréchal also clarified that the most important for a firm interested in developing a due diligence program was simply to get started, to set up the infrastructure even though there was no obvious threat looming on the horizon. Threats and disruptions can arise unexpectedly. When that happens, they are easier to manage if the due diligence infrastructure has already been set up before. 
To this end, Mr. Maréchal underlined that his service at the OECD provides personalised coaching at an industry-level and also at the firm-level. The OECD has several decades of experience in developing such programs, and there exists a developing body of governance rules about the topic. Therefore, Mr. Maréchal does not expect any firm to have a full-fledged due diligence program set up in a few days. It is always an iterative process.
Finally, Mr. Maréchal explained that the pressure for more due diligence came from the EU. First, the EU finances most of the OECD work on due diligence. Second, the EU has been developing, in cooperation with the OECD, its own due diligence standards, for example with the upcoming regulation on Corporate Sustainability Due Diligence. 
After this presentation, the head of ECGA, Dr. Corina Hebestreit, added that the EU is also referring to OECD guidelines on due diligence in its upcoming Battery Regulation, which classifies natural graphite as a raw material subjected to a series of risks. Moreover, ECGA expects a new proposal on Conflict Minerals to be published next year, which could also cover natural graphite. Finally, the regulation on Ecodesign Sustainable Products also includes due diligence imperatives. All these elements explain why European graphite producers need to be updated on the topic.
Following this contextual update, Dr. Hebestreit then asked how OECD guidelines were handling mixed sources. The presentation of Mr. Maréchal was mostly focused on mining and primary extraction, and synthetic graphite has a different supply-chain. To this question, Mr. Maréchal replied that due diligence reporting can be undertaken by any actor of a supply chain. Therefore, producers of synthetic graphite could also start their own program. Indeed, there can be serious concerns within the supply-chain of needle-coke as well. Refineries do not always clearly mention the origin of their crude oil, and some crude might come from the delta of Nigeria. On this topic, Mr. Maréchal insisted that it was necessary to avoid circumvention, that is routing purchases through a “safe” third-party. He added that it was not necessary to investigate every supplier, but only the riskiest ones. To this end, the EU edits a very useful map of conflicts. 
Dr. Hebestreit also asked whether there was any difference in implementation on due diligence between the EU and China so far. Mr. Maréchal replied that he did not spot any huge discrepancy.
A member from ECGA then asked where the pressure for due diligence would come from in the immediate future. Mr. Maréchal explained that it would rather come from clients and the market. He expects the pressure to come from consumers and reverberate up the supply-chain.
Following this discussion, Mr. Maréchal left and Dr. Hebestreit discussed with ECGA members about the actions that could or should be undertaken by ECGA. Kerstin Ahrend from SGL Carbon and Aron Embaye from Showa Denko agreed that the meeting had been useful, but also signalled that they needed more concrete examples of implementation. Graphite producers also need to assess the risks which are more specific to graphite and their own supply-chain. Finally, producers need to know how to mitigate risks once they have been identified.
To this end, Dr. Hebestreit proposed to investigate what the graphite industry has already done, and what other industries have been doing. They decided that ECGA should summarise the practices and findings from the textile and automotive industries.
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