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A preliminary analysis of the German “Supply Chain Due Diligence Act” 

Introduction: The German (Federal)Parliament approved the “Supply Chain Due Diligence Act” 

(hereinafter referred to as the "Supply Chain Act") on June 11, 2021. The „Supply Chain Act” will 

come into force on January 1, 2023. This article will analyze the impact of the “Supply Chain Act” 

on German companies’ sourcing in China. 

 

Key elements of the „Supply Chain Act” 

For the first time, the German "Supply Chain Act” sets out clear requirements for companies' due 

diligence obligations. Companies are required to ensure that human rights are protected in their 

supply chains, such as that suppliers shall not implement child labor, slavery, or forced labor. It 

also points out the provision of a safe and non-hazardous workplace, freedom for trade unions, 

the prohibition of discrimination, and fair wages. Environmental standards, such as protection 

against pollution of the atmosphere, water, earth, air, noise pollution, illegal deforestation, 

excessive water use, the use of immoral security services, and other severe environmental 

damage are addressed, too. The due diligence obligations thus relate to the monitoring of 

companies in fulfilling their due diligence obligations with regard to human rights and the 

environment. 

 

That means that functioning international supply chains, as the COVID-19-related production 

shutdowns have recently shown in a different context, is increasingly critical to success for 

companies. The new supply chain act contains many new aspects but also some unresolved 

legal issues. Companies are generally required to take due diligence into account in an 

appropriate manner. In this case, the phrase “in an appropriate manner” is also geared towards 

the company's size.  

However, it will only be shown in actual practice how extensive the effects on international 

sourcing will be. 

 

To which companies does the Supply Chain Act apply?  

According to Article 1.1 of the “Supply Chain Act”, the “Supply Chain Act” applies to companies 

that have their main place of business, headquarters, or offices in Germany. From 2023, it applies 

to companies with more than 3,000 employees in Germany; from 2024, it extends to companies 

with more than 1,000 employees in Germany, including factories and employees abroad. 

 

The supply chain, in the sense of the “Supply Chain Act”, refers to direct and indirect suppliers 

who have an economic and trade relationship with German Companies. It encompasses all of a 

company's products and services and all the steps required to manufacture products and provide 

services at home and abroad, starting with the extraction of raw materials through to the delivery 

to the end customer. 
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What are the due diligence obligations for companies?  

The “Supply Chain Act” imposes additional due diligence obligations, which include:  

- Establishment of risk management systems, regular risk analysis and the appointment of 

responsible persons 

- Issue of policy statements, fulfillment of reporting obligations 

- Establishing preventive, remedial and complaint procedures 

 

According to Articles 5.1 and 5.3 of the Supply Chain Act, companies must analyze and identify 

human rights and environmental risks in their own operations and in those of their direct suppliers. 

The results of the risk analysis should be communicated to the relevant decision-makers in the 

company. 

 

Preventive and remedial measures 

According to Article 6 of the “Supply Chain Act”, if companies identify risks in the course of 

conducting a risk analysis, they must take appropriate preventive measures in their own business 

areas, but also with direct suppliers.  

According to Article 7 of the “Supply Chain Act”, if companies find that a violation of human rights 

or environmental obligations has occurred or is about to occur in their own business areas or 

with their direct suppliers, they shall immediately take appropriate remedial measures to minimize 

and remedy the harm caused by the violation of human rights or the resulting environmental 

pollution. 

 

Companies shall review the effectiveness of preventive measures and remedial measures on an 

annual basis. Interim reviews shall be implemented if companies anticipate significant changes 

or increases in risk in their own business areas or with direct suppliers, for example, due to the 

introduction of new products, projects or new business areas. 

 

Indirect suppliers 

According to Article 9 of the „Supply Chain Act”, if there is an indication that an indirect supplier 

has violated its human rights obligations or environmental obligations (which has been proven), 

the company must fulfill its due diligence obligations and should conduct a risk analysis and take 

remedial measures to reduce human rights violations or environmental damage as much as 

possible. 

 

Reporting obligations 

As mentioned above, companies are required to continuously document and fulfill their reporting 

obligations by submitting an annual report to the German Federal Office of Economics and Export 

Control (BAFA) by April each year to demonstrate that they are fulfilling their obligations 

concerning human rights and environmental protection. The relevant documents should be kept 

for at least seven years. 
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What are the consequences of a violation of the Supply Chain Act?  

The Federal Office of Economics and Export Control (BAFA) can impose fines between 100,000 

and 500,000 and up to 800,000 euros for violations or omissions. For example, for failing to 

conduct due diligence throughout the entire supply chain, failing to perform a risk analysis when 

knowledge of human rights violations or environmental damage by suppliers, failing to take timely 

preventive measures and remedial measures possible, etc. 

For large companies with an average annual turnover of more than 400 million euros, the fines 

can amount to up to 2% of the average annual turnover. Companies whose fines exceed 175,000 

euros are excluded from participating in public tenders for at least three years. 

 

Our Recommendations 

 

• The due diligence process should be integrated into your company's purchasing system. 

To do this, create a document on compliance with the “Supply Chain Act” and ensure 

that you and your suppliers meet the standards of the “Supply Chain Act”. 

 

• Explain the German „Supply Chain Act” to your foreign suppliers and require your 

suppliers to self-inspect and report on their compliance with due diligence within the 

supply chain. 

 

• Evaluate the manufacturing and processing operations of your new suppliers and 

contractors and conduct a human rights and environmental due diligence (audit). The 

human rights and environmental aspects are an integral part of the supplier evaluation. 

 

• Comprehensively understand, review and analyze the risks in your own business 

processes and your supply chain to strengthen your own risk management 

 

• Prepare emergency solutions for potential loopholes and violations in the entire supply 

chain. Develop appropriate risk avoidance procedures and corrective actions to 

eliminate or reduce risk. 

 

• Regularly disclose your supply chain due diligence policies and practices on your 

company's official website 

 

How bdp can support you?  

 

• bdp's legal, quality and procurement teams in China and Germany can help you draft or 

review your „Supply Chain Act Compliance Documents” and provide advice and 

recommendations on compliance and operability 

 

• Training of your Chinese suppliers on the German “Supply Chain Act” 
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• bdp's local quality and procurement teams in China carry out professional due diligence 

reviews on your behalf in China. Our professional bdp evaluation model is used to give 

you a comprehensive understanding of the compliance risks of your suppliers. We 

prepare a bilingual due diligence report for suppliers within one week of the tax audit. 

This includes the following areas: 

 

1) We collect the general information about the supplier (stability of top management, 

human resources, financial status, corporate reputation, environmental protection 

level, development planning, market positioning, etc.); 

2) We evaluate the manufacturing and processing operations of the suppliers and 

conduct a human rights and environmental due diligence (audit); 

3) We evaluate the business environment risks (such as of the geographical 

environment, political and cultural environment, economic and technological 

environment, etc.); 

4) Assessment of process, production and quality control risks (such as production 

equipment, testing equipment, technical process capability, quality management 

level, cost control level, inventory control level, etc.); 

5) Detailed assessment of supply and delivery risks as well as financial risks (e.g. 

customer satisfaction, product qualification rate, product price level, variety 

flexibility, quantity flexibility, time flexibility, etc.) 
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Author: 

 

Mrs. Fang Fang 

Partner at bdp China and COO bdp Mechanical Components  

 

Mrs. Fang has been COO of bdp Mechanical Components since 2019 and is in charge of purchasing, 

sales, and project management. Since 2013, she is head of bdp China Desk, where she oversees the 

successful establishment of production, trading, and service companies across China. She has lived in 

Germany for 20 years and knows firsthand the perspective of Chinese and German managers in 

international business.  

Mrs. Fang has extensive business and (tax) legal knowledge as well as excellent intercultural competence. 

 

 

 
 

Ms. Sara Zimmermann  

Senior Consultant, bdp China Consulting 

 

Ms Sara Zimmermann, Master Chinese Law & Comparative Law, works as a Senior Consultant at bdp 

China Desk. In a team of Chinese lawyers, she advises German clients on Chinese corporate, tax and 

labour law. Before joining bdp, she worked as Chief Analyst Law & Economics at the Foreign Trade Center 

Beijing/Commerce Department of the Austrian Embassy. 

 

 

 

 

 



 

 

 

 

 

Seite 7 von 9 
 

About bdp MC 

bdp MC was founded in 1982. We are headquartered in Berlin and have 14 further offices in Germany, 

China, Spain, Bulgaria, Poland, and Switzerland. We are a global supplier in international sourcing of 

high-quality castings, forgings, machining, and automotive parts (especially in China and Europe) for 

manufacturing companies in Germany, Austria, Switzerland, and Spain. Currently, we supply more than 

50 European customers in the automotive, engineering, railroad, energy, gas, food, and liquid 

transportation sectors. We offer you, our customers, the best solutions without using your resources or 

increasing your company's fixed costs. Thus, we can actively reduce your purchasing costs. 

 

For more professional advice from bdp MC, please see the public number bdp-Group-1992 or scan the 

QR code below to follow us. 

 

 

 

All rights of the text belong to bdp Mechanical Components Deutschland GmbH. Written permission from 

bdp MC is required for reproduction or distribution to the public. We thank you for your cooperation. 
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Fax: +49 (0) 30 4433 6154 
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Sourcing centers 

Shanghai 

bdp Mechanical Components (Shanghai) Co., Ltd. 

Room 759, Building 3, German Center, No. 88 Keyuan Rd. Pudong, Shanghai, China 

Postal code: 201203 

Tel.: +86 (0) 21 6878 0138 

Fax: +86 (0) 21 6878 2638 

info@bdp-mc.com 

www.bdp-mc.com 

 

Qingdao 

bdp Mechanical Components (Shanghai) Co., Ltd., Qingdao Büro 

Room 27A, 27th Floor, Building C. JINDU Garden. No.37 Donghai West Road, Qingdao, China 

Postal code: 266071 

Tel.: 86 (0) 532 - 6675 9663 

info@bdp-mc.com 

www.bdp-mc.com 

 

Tianjin 

bdp Mechanical Components (Shanghai) Co., Ltd., Tianjin Büro 

Room K, 20th Floor, Teda Building No. 256 Jiefang South Road, Hexi District, Tianjin, China 

Postal code: 300042 

Tel.: +86 (0) 22 – 5995 9243 

Fax: +86 (0) 22 – 5995 9243 805 

info@bdp-mc.com 

www.bdp-mc.com 

 

Warshau 

bdp Mechanical Components Warsaw 

Ul. Klarysewska 50 

02-926 Warszawa 

Tel: +48 (0) 513 0305 06 

info@bdp-mc.com 

www.bdp-mc.com 

 

Sofia 

bdp Mechanical Components Bulgaria 

Bratja Miladinovi Str. 16, Etage 2, Büro 3 

1301 Sofia, Bulgaria 

Tel: +35988 7318 134 

info@bdp-mc.com 

www.bdp-mc.com 

http://www.bdp-mc.com/
http://www.bdp-mc.com/
http://www.bdp-mc.com/
http://www.bdp-mc.com/
http://www.bdp-mc.com/
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Sales team 

Hamburg 

bdp Mechanical Components Hamburg 

Haus am Hafen, Steinhöft 5-7 

20459 Hamburg 

Tel: +49 (0) 40 3099 360 

Fax: +49 (0) 40 3099 3660 

info@bdp-mc.com 

www.bdp-mc.com 

 

Frankfurt 

bdp Mechanical Components Frankfurt 

Frankfurter Landstraße 2-4 

61440 Oberursel 

Tel: +49 (0) 6171 5868 805 

info@bdp-mc.com 

www.bdp-mc.com 

 

Marbella 

Mechanical Components España bdp, S.L. 

Urb. Marbella Hill Village, Casa 6 Sur 

29602 Marbella/Málaga, España 

Tel: +34 (0) 952 7663 00/01 

Fax: +34 (0) 952 7663 02 

info@bdp-mc.com 

www.bdp-mc.com 

 

Zürich 

bdp Mechanical Components Switzerland 

Stockerstraße 41 

CH-8002 Zürich 

Tel: +41 (0) 58 4007 070 

info@bdp-mc.com 

www.bdp-mc.com 

http://www.bdp-mc.com/
http://www.bdp-mc.com/
http://www.bdp-mc.com/
http://www.bdp-mc.com/

