
German supply chain law – hope or burden? 
 
From the first of January 2023, the supply chain law will be applied to all 
businesses and companies within Germany. But what does the law contain?  
 
The German cabinet passed a law requiring companies to ensure respect for 
human rights and protection of the environment. This enables the state to take 
tougher action in the event of human rights violations or environmental 
infringements.1  

Diagram 1 Child labor in 20162 

The supply Chain law demands: 
 

- sanctions in case of violations 
- environmental protection and respect for human rights 
- liability of companies in the case of infringement  
- civil actions in German courts for victims of human rights crimes abroad3 

 
This new law will be applied to companies with more than 3000 employees 
from 2023 and with more than 1000 employees from 2024.4 

 
1 SPD (2019), Gesetz zur menschenrechtlichen Sorgfaltspflicht deutscher Unternehmen bei globalen 
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2 Bocksch, R. (2020, June 12), Kinderarbeit betrifft jedes fünfte Kind in Afrika, retrieved from: 

https://de.statista.com/infografik/2971/kinderarbeit-in-verschiedenen-weltregionen/ 
3 Ecker, C. (2020, October 8), Examining Germany’s Potential Supply Chain Law, retrieved from: 
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In case of non-compliance may result in a penalty up to two percent of the 
company’s annual revenues. 5 
 
Many companies have so far profited from globalization without paying much 
attention of the protection of people and the environment along the supply 
chain. With this renewal, Germany is forcing companies more and more to take 
care about the bad working conditions along their supply chain.6  
 
However, companies and brands can also take advantage of the new supply 
chain law. A survey from 2014 indicates that young people would be more 
likely to work for companies that are committed to sustainability.7 Likewise, the 
company's public image can be enhanced by taking care of the environment 
and the human rights in global supply chains.  
 
But there is also criticism of the Supply Chain Act. Thus, it is implied that the 
Supply Chain Act does not solve any problems but only creates some new ones 
by further bureaucratizing purchasing processes in Germany. However, this 
does not improve the situation, as purchasing is already doing its best to avoid 
grievances in the supply chain. As a result, the law only leads to an increase in 
the amount of work and documentation required, without improving the 
quality of the processes.8 
 
In addition to the thesis that a supply chain law will only lead to more expense 
but no additional benefit, there are also fears that German companies will be 
discriminated against internationally. National decisions would only result in 
domestic companies having to comply. Companies based in other countries of 
the world are not subject to these laws. This gives them a competitive 
advantage on the international market. This in turn can lead to German 
companies being squeezed out of business. At this point, it is also convincible 
that the companies actively want to avoid. This would lead to the law existing 
but not being observed. This state would be the worst imaginable, because no 
one is helped and only disadvantages are created.9 
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In summary, the critics of the law state that there will be no improvements. 
Only the situation of the poor will deteriorate further, as the global market will 
be massively damaged and international activities of companies will be reduced 
as a result.10 
 
In our opinion, this topic is current and extremely relevant regardless of any 
legislation. First world countries have a responsibility to ensure that the basic 
laws of their own country also apply to the supply chains of domestic 
commercial operators. For us, the Supply Chain Law represents a good start to 
ban grave and fundamental misconduct such as child labor and severe 
environmental pollution from German supply chains altogether in the future. 
But the law must not prohibit too many actions so that the German economy 
can remain competitive internationally. Enforcement of a strictly interpreted 
law would be very difficult anyway, as compliance would be costly and difficult 
to monitor. It is also difficult to avoid loopholes in the law, especially since 
most supply chains are not fully traceable. 
 
For these reasons, at the start of the law we hope and expect only compliance 
with the most basic criteria of environmental protection and working 
conditions. It would be desirable if companies adjusted their supply chains in 
response. This would allow the law to be further specified over time, thus 
creating a continuous improvement process. 
  
 
 
 
We hereby allow Carola Schulz to publish this article on her HHN webpage  
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