
 

e wear clothes from asia, drink coffee 
from brazil and eat fruit from africa. 
However, globalization also has 

consequences for people and the environment 
that should not be underestimated. In this blog 
post, we'll explain everything you need to know 
about the German Supply Chain Law. First, we 
talk about what the Supply Chain Law is, why it 
has been under discussion for a long time and go 
into the opportunities and risks of the law. Finally, 
we give you a short summary and a look into the 
future.1 

 

he term "supply chain" refers to the journey 
taken by a product from the extraction of 
raw materials, through manufacturing and 

processing, to delivery of the product to the end 
customer. In the future, the Supply Chain Law Act 
will oblige German companies to take a look at 
their entire supply chain in order to avoid 
violations of environmental and working 
conditions. From 2023, the law will apply in 

Germany to companies with more than 3,000 
employees, and in 2024 to companies with more 
than 1,000 employees. Compliance with the law is 
carried out with the Federal Office of Economics 
and Export Control and an established authority. 
These investigate complaints and monitor 
company reports.2 

 

ome companies already meet these 
requirements, for example by successfully 
implementing the EU Conflict Minerals 

Regulation. In order to implement the UN Guiding 
Principles on Business and Human Rights, the 
German government has relied for several 
years on the voluntary commitment of 
companies. Independent service providers 
monitored larger companies to determine whether 
they were complying with general human rights 
due diligence obligations. The result: shocking. 
In the first company survey (2019), about 400 from 
3,000 companies contacted completed the 
questionnaire. Only 20 percent of these 
companies were compliant. In the second survey 
round 2020, the methodology was improved and 
about 450 out of 2250 companies responded. of 
which 17% met. In this case, the coalition 
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agreement stipulated that the German 
government to take legal action at national level.3 

 

 

The chart below illustrates the extent of child 
labor. Did you know that 151.6 million children 
were employed illegally in 2016? Of these, 
nearly half were working in hazardous conditions. 
We are shocked that 114.5 million children are 
between 5 and 14 years old and Africa followed by 
Asia are the countries with the most child 
laborers.6 

 

he goal of the Supply Chain  law is to 
improve the protection of fundamental 
human rights along the entire supply chain. 

With its clear and enforceable requirements, the 
law is intended to create legal certainty for all 
parties involved. In the future, companies are to 
share responsibility in this regard and ensure that 
human rights are observed at every interface 
in their supply chain.4  

The most important regulations include: 

- Abolition of forced and child labor 

- Creation of fair working conditions (e.g. 
occupational health and safety and breaks) 

- Protection of the environment 

Thus, the law serves to protect exploitation and 
undignified working conditions. It also promotes a 
sustainable global trade.5  

 

e find statutory regulation to be conclusive and 
long overdue. Every company's duty of care 
basically covers all processes and business 
relationships along the supply chain. But to what 
extent can a company fulfill this duty of care? 
Every company's duty of care basically covers all 
processes and business relationships along the 
value chain. Nevertheless, it seems impossible 
for a company to monitor its entire supply 
chain for social and human rights abuses.7 
Volkswagen, for example, has 40,000 suppliers, 
who in turn also have suppliers.9 How is a 
company supposed to monitor these suppliers 
with whom they do not have a direct business 
relationship and thus no legal relationship? The 
legal duty of care should therefore be limited to the 
direct supplier and not beyond. We think that a law 
for Germany is not sufficient and that an 
international law must be passed, so that the 
same conditions are given for all participants. 
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WHAT ARE THE GOALS OF THE LAW? 

SEEMS LEGIT? Source: Own Illustration, Cf. International Labor 
Organization, 2017, pp 5 
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THERE ARE CLOUDS ON THE HORIZON 
 

Germany is taking a step in the right direction. No normal thinking person would tolerate 
exploitation and human rights violations. Every company should pursue sustainable trade as 
a goal. As of today, unfortunately, most companies fail to meet this goal. A legal regulation seems 
to be the key to success here. However, as is well known, the devil is in the details. Companies 
seem to be overwhelmed with this task, be it due to a lack of transparency in the supply chain 
or even due to their own inability. The question now is who will be the victim of this debate. Out of 
self-protection, many companies will probably cut themselves off from foreign suppliers in order to 
avoid getting into legal conflicts. This will in no way promote global trade and will rather encourage 
corporate protectionism. Emerging and developing countries will fall victim to this, as they are 
dependent on global trade.8  
At present, some open points, such as liability, are still being discussed. A number of points were 
criticized in the first draft of the law, and these are now being addressed again. We are curious 
how and when the law will be implemented as well as its impact and we will inform you about news 
in our blog. 

We hereby allow Carola Schulz to publish this article on her HHN webpage 
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