
 

 

 

 

What is the German Supply Chain Law? 

The German Supply Chain Law (“Lieferkettengesetz”) is an attempt to make 
big producing companies in Germany, with over 3000 hired workers 
responsible for respecting Human Rights within their entire supply chain, 
starting in 2023. From 2024 onwards it will also include German companies 
with over 1000 hired workers. This law will affect almost all cooperations from 
the automotive or textile industry and companies importing or exporting 
goods or raw materials internationally.1 

In Addition to protecting human rights, this law also forces affected 
companies to take action against environmental v iolations. Not taking 
actions will cost affected companies up to 2% of their yearly turnover.2  

Furthermore, companies fined with an amount of minimum 175.000€ will be 
excluded from tenders for an yet still undisclosed amount of time.3 

 

Why do we need the German 
Supply Chain Law? 

For several years, the German 
government had been relying on 
voluntary commitments of German 
companies to realize the UN 
Guiding Principles on Business and 
Human Rights and had adopted 
and carried out a National Action 
Plan for Business and Human Rights. 
To ensure that big companies 
complied to the Action Plan by 
fulfilling their human rights due 
diligence obligations within their 
supply chains, a monitoring system 
was installed in cooperation with 
independent serv ice providers. The 
results were underwhelming: in 2019 
only roughly 20% of the companies 
completing the questionnaire were 

compliant. In 2020 it got even 
worse with more companies 
completing questionnaire, but only 
17% were compliant. The goal was 
set at 50%. Due to the German 
Coalition Agreement anticipating 
the creation of national legislation 
in case of a lower than 50% rate, a 
new law was on the way.4
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Source: own illustration based on BOLW (2021), online.9 

Is a German Supply Chain Law 
necessary with a European solution 
in the making? 

The short answer to this question is 
yes. But it doesn’t show the whole 
picture. Admittedly, Germany is not 
the only Country with the Idea of 
making global supply chains more 
complying to Human Rights and 
environmental concerns, with the 
European Union also having a plan 
for its member states to implement 
a similar concept, but the German 
concept is presumably going to be 
implemented much quicker than a 
synchronized European solution.5 

Another major advantage the 
German plan brings, is that it is 
much easier to oversee since it only 
focuses on the bigger spectrum of 
companies. The EU approach 
focusses much more on superv ising 
the majority of all companies 
unattached to the size and amount 
of workers. This ensures a much 
better overview over supply chains 
going out of and leading into 
member countries of the EU.6 From 
our point of view, it still is the right 
way to act now instead of waiting 
for an European solution, because it 

is never too early to start fighting for 
justice and stop the exploitation of 
others just for the own wellbeing. 

Supply Chain Law in context of the 
corona pandemic 

Many critics state that it is the 
wrong time to talk about this law 
due to the companies suffering 
badly from the effects caused by 
the corona v irus. But that’s not the 
whole story because it can also be 
expressed that it is not just affecting 
the manufacturing companies in 
Germany, even more so the 
suppliers on the other end of the 
world. Regarding this thought, we 
support the thesis of NGO’s like 
“Brot für die Welt”, who state that 
“Corona shows once more, why 
international solidarity is so 
important!”7 This solidarity is needed 
because dropping turnover 
numbers for the manufacturing 
companies in the “first world” more 
often than not have a much bigger 
impact on the life of the workers at 
the start of supply chains, due to 
neglected and basically inexistent 
social security measures.8 

 



 

 

 

 

 

Final Thoughts 

Regarding supply chain Law in 
general, we think it is a long 
overdue approach due to the 
huge discrepancies between the 
working conditions in the first and 
third world. I t is very inappropriate 
to attack the positive effects in 
regard to Human Rights and the 

environment in favor of possibly 
occurring drops in turnover 
numbers that would come with an 
act like this. The focus should be on 
using the possibility for better quality 
and more sustainable production 
to convert that into a market 
advantage within the new 
regulations. Thinking ahead will 
ensure a company to stay 
competitive on the market 
because it should be clear to 
everyone that especially regarding 
the environmental aspects, 
Germany won’t be the only country 
with such regulations. So, act now! 
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