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GERMAN SUPPLY CHAIN ACT - 
ARE HUMAN RIGHTS SAFE? 

Globalization has transformed supply chains around the world. Today, almost nothing is 
produced where it is being consumed, but rather where production is the cheapest. In many 
cases, this global form of division of labor leads to high profits for companies in industriali-
zed countries. These profits come from the exploitation of the people and resources in de-
veloping countries. In countries such as Cambodia or Bangladesh men, women and even 
children work ten to twelve hours a day and despite the hard work, most cannot even se-
cure their basic needs at the end of the month. In addition to poor wages, workers' safety is 
often not adequately provided for. In the textile industry, agriculture and mining workers 
come into contact with chemicals, some of which are toxic and carcinogenic, without suffi-
cient protective clothing. When workers form unions and demand better wages and working 
conditions, they are often simply fired.1

Seamstress from Cambodia
A story like the one of 32-year-old Try So-
knim, a seamstress from Cambodia, is un-
fortunately no isolated case. Try works 
Monday through Saturday from 7:00 a.m. 
to 4:30 p.m. with a lunch break of 90 minu-
tes. Paid vacation days do not exist and if 
she wants to take a vacation, a significant 
portion of her income is withheld. Despite 
small bonuses for the eleven years, she 
has been working for the company, she is 
barely able to pay for rent and food with 
her income. She also reports mistreatment 
by supervisors and sewing machines that 
emit electric shocks when used but no-
netheless are not replaced. A 2016 survey 
of employees in Indonesia, the Philippines 
and Turkey found that 80% of workers 
feel that their supervisors care more about 
profits than the safety of their workers.2  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� Emergence of the Supply Chain 2
Law
To counter such horrific human rights abu-
ses as child labor, forced labor and very 
poor working conditions, the United Nati-
ons Human Rights Council adopted Gui-
ding Principles against Human Rights 
Abuses in 2011. The Guiding Principles 
require both governments and companies 
to take measures to reduce the number of 
human rights violations internationally.3 
According to the requirements of the UN 
Guiding Principles, the German govern-
ment formulated conditions in its National 
Action Plan for Business and Human 
Rights (NAP) in 2016 that German com-
panies should comply with in their Supply 
Chains to protect human rights.4 However, 

companies could 
decide voluntarily 
whether or not to 
comply with the con-
ditions. Only 17% of 
t h e c o m p a n i e s 
achieved the NAP 
objectives. The tar-
get of 50% was cle-

arly missed. As a result, the German cabi-
net passed the draft law in March 2021.5

What does the Supply Chain Law 
say?
In order to improve the protection of hu-
man rights, the Supply Chain Law sets out 
clear due diligence requirements that 
companies in Germany must comply with. 
This extends to the entire supply chain. In 
principle, the company must complete se-
veral stages in order to successfully com-
ply with the rules of the supply law. Here, 
the law distinguishes the human rights vio-
lation in the own business or at an direct 
supplier from the indirect supplier. In their 
own operations and those of direct supp-
liers, companies must first establish an 
effective risk management system that 
provides insight into all internal business 
processes in order to identify actual and 

potential human rights violations in the 
supply chain. Additionally, the law requires 
company management to adopt a policy 
statement that includes a clear human 
rights strategy.6 Furthermore, the company 
must implement a grievance mechanism 
so that affected parties in its own operati-
ons or within the supply chain can report 
the human rights violation. As soon as a 
human rights violation is identified, imme-
diate remedial action must be taken to mi-
nimize or end the violation. Moreover, 
companies are required to report publicly 
once a year. In the case of indirect supp-
liers, the regulations apply only on an ad 
hoc basis. As soon as the company beco-
mes aware of a violation, a risk analysis 
must be carried out, a concept for minimi-
zing and eliminating the problem must be 
drawn up, and appropriate preventive 
measures must be implemented.7

How is the Supply Chain Law im-
plemented?
The law will come into force in 2023 for all 
German companies with more than 3,000 
employees after it is passed by the Ger-
man government before the summer break 
in 2021. This will affect around 600 com-
panies in Germany. From 2024, the appli-
cation of the Supply Chain Act will be tigh-
tened. The regulations will then take effect 
for companies that employ more than 
1,000 people.8 Compliance with the law is 
monitored by the Federal Office of Eco-
nomics and Export Control (BAFA). It con-
trols company notifications and investiga-
tes incoming complaints. If the Federal Of-
fice finds violations, these can be sanctio-
ned with a fine and exclusion from public 
procurement.9
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„Companies 
could decide 
voluntarily whe-
ther or not to 
comply with the 
conditions.“ 
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Criticism of the Supply Chain 
Law 
Criticism of the draft of the German Supply 
Chain Act comes primarily from the NGOs 
who advocate the protection of human 
rights and the environment. The ‘Deutsche 
Umwelthilfe’ criticizes that the protection of 
the environment and climate remains lar-
gely unconsidered. In addition, the restric-
tion on direct suppliers means that in most 
cases the extraction of raw materials, 
which causes the greatest environmental 
damage, is not controlled.10  The interna-
tional aid and development organization 
Oxfam further criticizes that no compensa-
tion payments for the victims of human 
rights violations are provided. This is a 
supplement that has been rejected in par-
ticular by industry associations. Further-
more, the limitation on only large compa-
nies is criticized.11 12 There has been re-
markably little criticism from the German 
industry. 

This is probably mainly due to the fact that 
some points criticized by the industry have 
been deleted or attenuated. The very one-
sided criticism following the conclusion of 
the negotiations suggests that the protec-
tion of human rights has been compromi-
sed for the benefit of German companies. 
The resulting draft is not able to solve 
many of the situations further down the 
supply chain, which are particularly pro-
blematic from a human rights perspective.
13

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