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Abstract: 
 

This paper explores the potential of the German Supply Chain Due Diligence Act (LkSG) to 

improve the unequal participation of countries in the Global South in global value chains. The 

focus is on social and environmental aspects, while acknowledging the limits of comprehensive 

sustainable development within the current capitalist economic system. Using the theoretical 

approach of political economy, dependency and world systems theory, the paper balances the 

unequal participation in the global division of labour that goes back to post-colonial 

dependencies and persists in the current world economic system. Through the fragmentation of 

global production networks and production locations along the value chain, multinational 

corporations (MNCs) can further expand their growing influence and profit from the structural 

disadvantage of countries in the global South. In an increasingly decoupled neoliberal market, 

MNCs use their influence and the economic interests of the state to prevent regulation in the 

form of legally anchored corporate due diligence. Global governance also fails to find a 

satisfactory answer due to the lack of a central governance actor and the increasing erosion of 

the nation state. In the context of a globalized world, the paper identifies a regulatory gap that 

can be partially closed by legally anchoring corporate due diligence in global value chains. 

The research questions explore how the LkSG can mitigate postcolonial dependencies and 

inequalities in supply chains, enhance equitable participation in international trade and promote 

sustainability in line with the Sustainable Development Goals.  

Based on a combination of literature and self-conducted expert interviews, the paper analyses 

the LkSG as a step towards a more equitable global division of labour and sustainable 

development and emphasises the need for further improvements and an extension of its scope 

to the European level. By analysing the impact and effectiveness of the LkSG, this paper 

contributes to the discourse on international trade, corporate responsibility, and the pursuit of a 

more equitable global economic landscape. 

 

Keywords: global supply chains, division of labour, globalization, labour standards, due 

diligence, international trade,  
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1. Introduction  

“While global power dynamics are in chaos, human rights cannot be lost in the fray.” 

(Agnès Callamard, Secretary General, Amnesty International 2023) 

Exploitative child labour on coffee plantations, poisoned rivers, forced labour and burning 

textile factories - all these scenarios are bitter reality in 2023.  More than 160 million children 

worldwide are engaged in child labour in quarries, textile factories or cotton fields (Amnesty 

International 2023). According to the International Labour Organization, more than 49 million 

people are employed under conditions of modern slavery (ILO 2022). In the global division of 

labour, more than 1.4 billion workers are employed in inhumane conditions without social 

protection or respect for internationally recognised human rights (BMWK 2023). We live in a 

globalized world full of products that are predominantly produced in the countries of the global 

South1 through coercion and child labour, damage the environment and only serve to maximise 

the profits of a small number of globally active companies in the industrialised countries.  

 

These numbers illustrate the great discrepancy between the human and labour rights enshrined 

in international agreements and the state's obligation to protect them and the actual reality of 

work, which is characterised by structural violations of individual and collective labour and 

human rights. The global value chains (GVCs) that emerged after the Second World War, as a 

result of the liberalisation of worldwide markets and deregulation of emerging economies led 

to a fragmentation of global production networks. By shifting the international division of 

labour to poorer countries, it was possible to exploit their low standards and wages and to save 

costs and circumvent environmental and social standards. These developments, which were 

facilitated by technological innovations, cheaper transport routes and improved 

communication, but also by structural dependencies resulting from colonization, have since 

enabled the so-called lead firms or multinational corporations (MNCs) in the global North to 

make enormous profits. The existing capitalist world economic system is increasingly based on 

the shift of "simple" production steps to the countries of the global South, which is almost 

 
1 The well-known and widely used division of "Global South" or "developing countries" and "Global 
North" or "developed countries" is a representation of the countries of the world that is based on the 
visualisation of the "Brandt Line". It is intended to illustrate the international inequalities and socio-
economic gaps between different regions of the world. (Lees, 2020). The terms are used in this paper to 
describe a hierarchy- and value-free distinction for politically, economically or socially disadvantaged 
states. Despite justified criticism of the term "developing" countries, for lack of better-established 
alternatives it will continue to be used in this paper under the classification that "development" can mean 
different things and that measuring development by material wealth alone is insufficient (UNDP, Kaul, 
2013). 
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always accompanied by disregard for labour and social standards and exploitation. This is due 

to the fact, that national and local governance structures, but also transnational or international 

institutions of Global Governance, have not found efficient answers to how human rights and 

environmental standards in the sense of decent work2 can be guaranteed in the globalized world 

trade. Despite internationally valid approaches such as the ILO Labour Standards, there is still 

no definition of the responsibilities of governance institutions, which is identified as a 

"governance deficit". 

For a long time, those responsible - governments and companies - did not address the economic, 

humanitarian and ecological conditions and consequences of their imported goods, which are 

predominantly produced in developing and emerging countries. The German government, 

encouraged by strong public pressure and the work of initiatives and NGOs, has also recognised 

that these working conditions must not be the standard for products on the world market and in 

Germany. After an initially voluntary National Action Plan (NAP), the German government 

adopted a legally binding law for companies operating within its jurisdiction, starting from the 

1st of January 2023, known as the German Supply Chain Due Diligence Act (LkSG). According 

to former development minister Gerd Müller, the anchoring of the so called 

“Lieferkettensorgfaltspflichtengesetz” is a central building block on the way to a fairer 

globalization as the social question of the 21st century.   

 

1.1.  Research question 
This paper argues that due diligence applies along the entire supply chain and that human rights 

and environmental standards, which have been enshrined in law in Germany as a matter of 

course for many decades, must also apply in the production sites, plantations, factories and 

mines in the countries of origin of a product along the global value chain. The detailed analysis 

will examine the extent to which the Supply Chain Due Diligence Act (LkSG) can contribute 

to overcoming the existing unequal participation along supply chains for countries of the Global 

South and which opportunities but also weaknesses can be identified in the LkSG. The focus is 

primarily on the social aspects, i.e. the improvement of working conditions and the anchoring 

of labour and social standards, since the environmental aspects are only insufficiently and 

secondarily considered in the law. Based on the developments and structures of international 

trade in the global division of labour in a capitalist system, a regulatory governance gap is 

identified which, based on the explanations, can only be closed by regulations in the form of 

 
2 The ILO defines decent work as ““productive work for women and men in conditions of freedom, 
equity, security and human dignity.” (EC 2023) 
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laws on corporate due diligence in (GVCs). Based upon that, the main research question 

addressed is:  

How can the German Supply Chain Due Diligence Act (LkSG) improve the unequal 

participation in the global division of labour and promote sustainable development in a 

capitalistic system? 

The following sub-questions further develop the main research question:  

1. How can postcolonial dependencies and inequalities of developing countries in global 

value chains be reduced? 

2. To what extent can a domestic policy instrument, like the LkSG restructure Global 

Governance? 

3. What are the weaknesses of the LkSG and what improvements are needed for an effective 

law at the European level? 

 

1.2.  Research design  
The explorative research questions are answered through a qualitative analysis of literature and 

interviews with experts. In order to answer the research question, Chapter 2 first looks at the 

theoretical approaches of political economy and the approaches of dependency theory and 

world-systems theory, as well as Global and Labour Governance, which form the theoretical 

framework of this thesis. This approach was chosen to clarify the complex economic 

interrelationships of trade, production and distribution of goods. From a basic understanding of 

the processes, dependency theory and world-systems theory can be used to develop an 

understanding of why structural dependency as a result of the colonization’s of the countries of 

the global South continue to influence the fragmentation of governance frameworks and 

patterns of the global division of labour of exploitation. Through the lens of Global and Labour 

Governance, this paper then analyses the mechanisms and institutions that govern working 

conditions and due diligence with regard to decent work in GVCs. They examine how 

international organizations, governments and NGOs seek to ensure fair labour practices and 

human rights in global production networks. A regulatory governance gap is identified in the 

structuring of governance and justified by the absence of state regulation (Chapter 3). Following 

the presentation of the methodology (Chapter 4), the approaches are then linked and applied to 

the prevailing level of the modern division of labour. By deriving the development of 

globalization and liberalisation of world trade and the management of GVCs, the identified 

problems are clarified (Chapter 5). Based on the theoretical and practical linkage, international 

and national governance frameworks are now presented and examined for their potential. In the 
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next chapter, the LkSG is then examined as a domestic policy instrument and analysed on the 

basis of interviews with experts for its potential to ensure and legally anchor the regulatory 

governance gap in the safeguarding of human rights at the German level for companies. This is 

followed by a concluding section and an evaluation, combined with an outlook for future 

research. By linking the different approaches, a deeper understanding of global supply chains 

and division of labour and the influence of economic power through MNCs and their corporate 

due diligence obligations should be enabled, 

 

1.3.  Scientific and social relevance  
From economic research and the sociology of labour to economic geography and 

interdisciplinary development research, several research disciplines deal with global 

commodity chains and their design on the world market. As contested political and economic 

spaces, supply chains are also of great importance for the consideration of international peace 

and conflict research (Scheper & Vestena, 2020: 431). Exploring GPN, and in particular the 

potential of the LkSG to contribute to improving unequal participation in the international 

division of labour, is of great importance both socially and scientifically. 

It is socially relevant because it addresses issues of social justice, poverty alleviation and the 

promotion and entrenchment of labour rights and social and environmental standards in GVCs. 

The division of labour and fragmentation of production and resource extraction in GVCs can 

lead to significant social and economic inequalities and threaten political and social stability in 

nation states. However, they also have the potential to contribute to poverty reduction by 

creating jobs in developing countries and facilitating access to international markets. However, 

if designed fairly and sustainable, these chains can reduce income inequality and provide 

economic opportunities for disadvantaged communities. Deeper research in this area will enable 

the identification of environmental impacts along the entire supply chain and the development 

of greener practices for sustainable development. This is crucial to advance global efforts to 

combat climate change, protect the environment, and to promote more sustainable production 

and consumption patterns. 

The work is academically relevant because it addresses the effectiveness of domestic policy 

instruments for transnational issues and expands the understanding of regulatory governance. 

Moreover, Global and Labour Governance research looks beyond the current capitalist 

economic system to consider opportunities for responsible corporate action that is shaped in 

accordance with international labour standards and norms. The expert interviews conducted in 

this thesis provide valuable insights for the German LkSG, which has hardly been considered 



 

 

10 

so far and which enshrines corporate due diligence obligations in law. For the path towards 

sustainable development (achievement of the SDGs), the national climate goals, environmental 

and social standards in supply chains can be an important milestone, which is why the detailed 

examination of them is politically, socially and ecologically relevant. The analysis of the LkSG 

is also relevant with regard to an upcoming EU supply chain law, as it provides insights into 

successful implementation and possible weaknesses. 

The research provides valuable insights for various actors. On the one hand, companies can 

draw new conclusions in the field of Corporate Social Responsibility (CSR) from it as well as 

receiving recommendations for the design of GVCs based on empirical considerations. 

International organizations formulate development strategy recommendations and international 

standards for governments based on the research. Non-governmental organizations (NGOs) use 

the analyses as a basis for their own reports to campaign for better standards and decent working 

conditions, which in turn attracts public attention and exerts political pressure for action. The 

research is also important for trade unions, as it can trigger initiatives that can lead to the 

establishment of cross-border trade union organization which in turn can empower workers and 

lead to an improvement in working conditions (Fischer et al., 2021: 9). Research on supply 

chains contributes to the development of evidence-based policies and strategies, advances the 

understanding of innovation and technology transfer processes in global networks and 

contributes to the further development of various scientific disciplines. Ultimately, it 

contributes to developing solutions for a more just and sustainable world.  

 
 

2. Theoretical Background 

This paper relates to political economy, which is based on the foundations of Adam Smith's 

classical political economy and has been further developed and critically scrutinised with the 

foreign trade theory of David Ricardo and Marxism according to Karl Marx and Friedrich 

Engels. The theory of political economy aims to analyse the complex interplay between 

economy, politics, society, and institutions and to offer solutions and approaches to global 

economic and political challenges. The approach chosen, builds on the paradigm that 

understands political economy as a social relationship in which the focus is primarily on 

distribution and resource issues in international relations. The conflation of economic and 

political processes, which is what the discipline of political economy aims at, is relevant insofar 

as the state has always been an integral part of capitalist production and reproduction (Scheper, 

2015).  
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2.1.  Political Economy  
As early as 1776, Adam Smith argued that the origin of economic prosperity lies in the increase 

in productivity through human labour and that the principle of division of labour results from a 

state that does not exert any constraints on economic life within it. Based on this economic 

liberal thesis, Smith justified the division of labour structures of the economy through the 

exchange of goods, which gave rise to a market in the modern sense (Sebaldt et. al, 2016: 18). 

Another founder of modern economic theory, David Ricardo, justified the advantageousness of 

the international exchange of goods by assuming relative cost advantages in production (Rübel, 

2008: 20). In contrast, analyses critical of capitalism and the identified disadvantages due to the 

exploitation of labour power or capital accumulation were already present in Karl Marx's work, 

even if representatives of post-growth theory such as Niko Paech criticise that Marx was only 

concerned with overcoming capitalism, but not with turning away from the destructive 

potentials of industrialization (Mayert, 2018: 4). 

Andre Gunder Frank's dependency theory and Immanuel Wallerstein's world systems theory 

are suitable theoretical approaches as they emphasise structural inequalities in global relations 

between countries in the global North and South. Furthermore, they analyse how historical 

developments and existing power relations lead to certain countries being disadvantaged in 

GVCs and the prevalence of precarious labour relations. Finally, these theories provide a 

historical perspective on the emergence and development of unequal global relations, which is 

crucial to understand the roots of today's challenges related to precarious labour and unfair 

participation in supply chains and to develop policy solutions.  

 
2.1.1. Dependency Theory 
The dependency theory emerged in the 1960s and 1970s and was decisively shaped by Frank 

and strongly influenced by John M. Keynes. Contrary to previous explanations, this theory is 

not based on the argument that states are disadvantaged because of their backwardness and the 

exclusion or lack of development, but that this is due to their dependent integration in the world 

economy dominated by the western industrialized countries (Fischer & Parnreiter, 2006: 12).  

"Underdevelopment is not due to the survival of archaic institutions and the existence of capital 

shortage in regions that have remained isolated from the stream of world history. On the 

contrary, underdevelopment was and still is generated by the very same historical process 

which also generated economic development: the development of capitalism itself.” (Andre G. 
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Frank, 1989)3. Frank emphasizes that both "development" in the industrialized countries 

(metropolises) and "underdevelopment" in the global South (satellites) are the product of the 

capitalist system. According to this, the longer and more intensively a satellite was tied to a 

metropolis (through e.g. colonial exploitation, unequal trade relations), the more 

"underdeveloped" this region was. The wealth of the industrialized countries is thus ultimately 

based only on the exploitation of satellites, suggesting that Western nations have deliberately 

failed to develop these countries. Consequently, there can be no positive change in the 

"development" or embeddedness of the satellites in the world economy within the capitalist 

system. This can only be achieved by decoupling the states of the periphery from the world 

economic constraints. 

 

The theory can be seen as an alternative perspective of the modernisation theory. An 

explanatory approach that is also interesting for the debate is the theory of imperialism further 

developed by Johan Galtung (1971). Galtung also analysed a hierarchically structured world 

society, however, Galtung assumes that the unequal conditions of exchange are the reason for 

economic backwardness in developing countries and that underdevelopment was caused 

externally and is therefore the result of an international structure that must be changed (Müller, 

2020: 192). In the critical view, the domestic structures and possibilities of state actors in trade 

relations are neglected in the dependency theory. In this respect, Galtung's derivation offers a 

more plausible explanation for the existing underdevelopment of countries in the global South. 

According to Galtung, the production of industrial goods requires more know-how and 

technological expertise and effort, which leads to spin-off effects that promote further 

development of industrialized countries. The mere extraction of raw materials, on the other 

hand, does not lead to side effects, which means that positive development fails to materialize 

and the central position of the central states is further strengthened (Müller, 2020: 195). 

According to Galtung, the dependency referred to as vertical interaction is the main source of 

inequality and is reinforced by structural postcolonial dependency and power relations. 

Consequently, a mere redistribution of property between rich and poor nations is not enough, 

much more the structures in the capitalist economic system have to be changed (Müller, 2020: 

197). 

 
3 Andre Gunder Frank's works on "Capitalism and Underdevelopment in Latin America" (1967) and 
"The Development of Underdevelopment" (1989), among others, have challenged the previously 
prevailing explanations for unequal development and dependencies of developing countries and made 
an important contribution to the debate. 
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2.1.2.  World-Systems Theory  

Developed in the 1970s by Immanuel Wallerstein, the theory defines itself as an economic 

entity in which politics is limited in its effect to individual states. World-systems theory focuses 

on the asymmetries of the international division of labour and existing postcolonial 

interdependencies: "The world system is a multicultural territorial division of labour in which 

the production and exchange of basic goods and raw materials is necessary for the everyday 

life of its inhabitants." (Immanuel Wallerstein, 1974)  

Wallerstein conceives of the modern world system as one in which, since the beginning of 

capitalism, today's industrialised (core) countries have taken over the value-creating tasks. They 

have advanced technologies, a highly developed economy and political power and are the main 

beneficiaries of global trade and capital accumulation. The countries of the global South 

(periphery) serve mainly as suppliers of raw materials and skim off far less profit. They are 

usually dependent on the core countries and have little influence on shaping the world market. 

In addition, Wallerstein distinguishes between semi-peripheries, i.e. emerging or new countries 

that have some degree of industrial development and trade. They are also dependent on the core 

countries but dominate over the peripheries. Wallerstein's theory is an important contribution 

to the analysis of economic dependencies and the (unequal) hierarchy of power. In the concept 

of the world system approach, the nation-state view of society is broken down and understood 

through the idea of a transnationally integrated overarching space of action. In this world 

system, all societies, governments, individuals and companies locate themselves in a division 

of labour and must assert themselves within it. This world-system sets the frame of reference 

for social inequalities and the appropriation of exploitative labour relations in a capitalist-

anchored internal market dominated by the principle of profit maximization (Beck, 1998: 63f.). 

World-systems theory also does not offer a comprehensive answer to global structures of social 

inequality, but in its further development it forms the basis for the commodity chain approach 

and formulates a comprehensible critique of globalization in the construct of neoliberalism 

(Schwinn, 2008: 9). Furthermore, the theory explains how the expansive role of the economy 

evades the restrictive regulations of national policy systems. What is missing is the further 

development of a political level of control or steering that goes beyond the nation state (Willken, 

2006: 10). 
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2.1.3. Fundamental Approaches  

A central concept of political economy is the assumption that the design and conception of 

institutions by different actors is socially contested and the result of social processes (Jäger & 

Springler, 2013: 72). International relations is also concerned with questions of cross-border 

democracy. However, for a work whose analysis is based on the assumption of international 

asymmetrical power relations between developing and industrialised countries, it would be 

insufficient in derivation not to critically address the consequences of postcolonial domination 

on the current international division of labour and fragmentation of governance structures in 

GVCs. Hannah Arendt already showed how the development of capitalism required imperial 

expansion - especially through the import of raw materials from developing countries (Hannah 

Arendt, 1986). Castro Varela & Dhawan confirm that the fundamental inequalities in power 

relations between states in an extremely unequal and exploitative system are maintained by the 

legacies of colonial rule (Castro Varela & Dhawan, 2020: 3). Against the backdrop of structural 

dependencies and colonial power asymmetries as well as a multitude of parallel and interacting 

changes, new concepts thus become necessary (Fuchs & Glaab, 2020). 

 

2.2.  Global Production networks 
Global production networks GPN) can be defined as complex and multi-layered (Scheper, 

2017: 1073). Wallerstein and Hopkins developed the concept of the commodity chain (GC) and 

referred to the spatially unequal distribution of competition along a commodity chain and the 

resulting unequal distribution of opportunities to appropriate the value created along the 

commodity chain (Fischer et al., 2021: 34). The research paradigm of the "Global Commodity 

Chain (GCC)" further developed by Gary Gereffi in the 1990s understands these as "sets of 

interorganizational networks clustered around one commodity or product, linking households, 

enterprises, and states to one another within the world-economy." (Gereffi et al.,1994: 2). Since 

the 2000s, the debate has focused on the notion of "global value chains" and the potential for 

upgrading in value chains. Scheper and Vestena understand GVCs as a reproduction of existing 

social relations and contradictions. Even though their structure is transnational, they are 

institutionally embedded in very different ways within national frameworks (Scheper & 

Vestena, 2020: 432). Further work follows the critical assessment that GVCs promote a specific 

international division of labour that usually shifts commodity production to regions of the 

Global South, favored by structural dependency relations and inequalities, and enables higher 

profits for lead firms in countries of the Global North through lower wage and production costs 
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(Grad et al., 2020). Following Wallerstein's theory, the peripheries have become places of cheap 

production and exploitative extraction of raw materials (Castro Varela & Dhawan, 2020: 13) 

According to the Prebisch-Singer thesis, the terms of trade of countries that primarily export 

primary goods and import industrial products have developed favourably over the course of 

history. Even an increase in trade, as predicted for the coming decades, continuously increases 

inequality between the global North and South, contrary to the liberal trade theory (Möller, 

2020: 164ff.). The classical modernisation theory, according to which trickle-down effects or 

multiplier effects lead to a broad increase in prosperity as a result of the increase in the incomes 

of the wealthiest and record positive effects of investments, does not seem to be a solution 

either. Singer concludes that above all the absorption of trade profits in favour of the domestic 

economy is necessary to ensure economic development in the countries of the global South. 

The concept of global value chains, which is also based on functional differentiation and 

transnationalisation in production, therefore makes it necessary, following the Prebisch-Singer 

thesis, for developing countries to also build higher processing stages in order to move up the 

value chain and out of the cycle of worse terms of trade. The prevailing fragmentation of 

production processes has thus tended to exacerbate economic, social and political power 

asymmetries (Möller, 2020: 168). 

The theoretical approach chosen illustrates why the unequal development of developing and 

industrialized countries can neither be attributed to modernisation backlogs nor exclusively to 

the capitalist world economic system. The notion of modernisation theory, according to which 

poverty can automatically be eliminated through economic growth, is also not correct in view 

of globally increasing inequalities. The liberal economic theories according to which "less state 

is more" have failed. Instead, it is evident that good governance and public institutions are 

necessary and that the state must create regulatory frameworks for the actors involved in order 

to prevent unequal participation (Klemp & Poeschke, 2005).  

 

3. Global Governance 

The theory of Global Governance refers to the steering of global contexts through organizations, 

institutions, systems of rules, agreements and contracts that take place at the institutional level. 

Exemplary institutions are the WTO, World Bank or UNO, but also globally active private 

organizations such as Amnesty International. They create and operate governance models in 

various fields to overcome global problem solving. Classical government is thus being replaced 

or expanded by “Governance”, which has led to forms of self-governance beyond nation-state 

politics (Willken, 2006: 5). Furthermore, the increasing interdependencies between national 
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societies, have “led to the profiling of sector-specific trans- and international institutions" 

(Zürn et al., 2018: 3). The researchers define these incompatible positional differences between 

actors as "interface conflicts" and accentuate the need for regulation or management, as there 

is no global legislature that could adjudicate between those positional differences (Zürn et al., 

2018: 4). According to Gereffi and Mayer, globalization increases the need for improved 

governance, as economic activities across national borders become more intertwined, especially 

in the design of GVCs. The conflicting interests of the individual actors (especially the state 

and business) lead to obstacles in establishing common regulations and standards. For this 

reason, the creation of Global Governance structures has been proposed as a means of 

specifically controlling the effects of globalization (Gereffi & Mayer, 2006). Labour standards 

in supplier factories in other countries cannot be determined or regulated by national legislators 

in the global supply chain. Therefore, a company based in Germany must submit to national 

labour standards in its German production facilities but can evade these labour laws in 

production facilities in other countries (Schur-Matulewicz, 2022). This problem, later identified 

as a governance gap, leads to the possibility of competitive relocation based on the lowest social 

standards. This global problem requires a solution approach that goes beyond national borders. 

Susan Strange also emphasizes the dilemma of globalization and the resulting contradictions 

that call for a new form of Global Governance, since current concepts, especially those of 

international institutions, fail to overcome problems. Global governance, in a normative 

understanding, takes into account not only institutional actors but also other actors such as civil 

society, academia and the private sector and removes the division between actors and non-state 

actors (Klemp & Poeschke, 2005). In the conceptualization of global, regional and transnational 

actors and thus also MNCs, this leads to an "overlapping spheres of authority", which is shaped 

by the actors' own interests and not by rationality in the sense of pursuing common normative 

goals (Fuchs & Glaab, 2020: 20f.). The concept of a world government discussed in global 

governance, according to the ideas of Immanuel Kant or Richard Falk, seems to remain an 

unrealistic and unworkable idea in view of the lack of national governance models. The 

question therefore seems to be which model of Global Governance has the best chance of 

overcoming the existing problems in practice and to what extent domestic policy instruments 

such as the LkSG can change or improve global governance. 

 

3.1.  Labour Governance 
In the shaping of labour relations, employers and employees are fundamentally in a relationship 

of tension, which is characterised by opposing dependencies and conflicting interests. Each 
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participant tries to normatively regulate and implement its own interests and ideas, which 

obviously leads to a field of conflict that is particularly visible in countries with weak 

governance. Measured against the insights and documentation presented for the design of 

decent work, there is a large gap in the actual documented labour reality of workers in supply 

chains (Helfen, 2022). Labour Governance, e.g. through restricting exploitative corporate 

practices, provides opportunities for regulation specifically in the design of employment 

(Mayer & Pickles, 2010). 

 

 
3.1.1. The State-Business Nexus 
The global division of labour of MNCs has also led to a disruption of the balance of power 

between the state and business at the institutional level. The following is therefore a brief 

consideration of the actors.  

Some see an increasing loss of importance of the state as a regulator, the only actor with 

democratic legitimacy, and note that economic liberalisation and the weakening of national 

sovereignty impair the ability of states to control markets and redistribute wealth (Streeck, 

2014). Other scholars continue to ascribe a fundamental role to the state in shaping governance. 

Susan Strange speaks of a power shift between states and multinational corporations, as 

transnational corporations often have more economic power than many states, challenging the 

traditional notion of sovereignty and state control. She stresses the importance of democratic 

principles and greater involvement of NGOs and civil society in decision-making processes at 

the global level (Strange, 1994). Inge Kaul, on the other hand, takes a more moderate view of 

this development, postulating a mediating state that positions itself between national policy 

preferences and external policy expectations and reconciles state sovereignty and globalization 

(Kaul, 2010: 34). 

The increasing shift of institutional coordination of the nation state to a transnational level and 

the "demand for global governance" are undisputed in recent scholarship (Schwinn, 2008; Beck, 

1998). Following on from this, I follow Fuchs and Glaab in their analysis that in particular the 

aspect of liberalisation and the dismantling of regulatory trade barriers and the associated 

opening of liberal markets require new governance responses from the nation state as a public 

actor (Fuchs & Glaab, 2022: 3ff. The state monopoly on regulation is being called into question 

by these dissolution of boundaries and processes of international interdependence, and the 

nation state is being undermined. 
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Specifically, increasing importance and influence of MNCs or "lead firms" as non-state actors 

is critically assessed, as they lead to a loss of basic democratic consensus and limit the steering 

capacity of the political system (Castro Varela & Dhawan, 2020: 11). According to Willken, 

even economists admit that a price-controlled capitalist market cannot function without 

framework conditions that are collectively binding. The justified criticism of the market as a 

control model and the accusation of market failure are based on the massive problems of global 

inequality and the existing asymmetries in the distribution of wealth and the global division of 

labour. However, the framework conditions for overcoming these problems can only be 

provided by politics (Willken, 2006: 44). Following these statements, concepts of self-

regulation by companies, in the sense of CSR or CoC explained later, cannot be regarded as a 

serious approach to a solution. Since the market as the basic model for controlling global 

transactional relations is virtually without alternative, necessary changes in cooperation with 

the business community must be made by politics (Willken, 2006: 47). The ongoing question 

of the relationship and cooperation between these actors (state and economy) thus remains a 

fundamental economic and political issue. 

This paper is critical of the equal shaping of governance by governmental and non-

governmental actors at supranational, national and sub-national levels, as there are no "shared 

interests" with regard to regulation, for example, and this form of governance would once again 

lead to the unclear definition of governance responsibility. Contrary to Smith's thesis of the 

"invisible hand", individual economic actions do not lead to society as a whole benefiting from 

this behaviour based on self-interest and profit-seeking (Fuchs & Glaab, 2020: 8). After decades 

of deregulation and the neoliberal approach of following trade policy according to the growth 

principle, stronger regulations by the state and public institutions are now coming back into 

focus as a principle of action. Nevertheless, companies with their supply chains and "the 

market" will be crucial partners in achieving these goals.  

The different approaches point to different solutions, ranging from trade policy levers such as 

tariffs or price policy instruments to hard legal governance. One approach includes domestic 

policy instruments such as regulation, which is used by state authorities to promote certain 

policies. These domestic policy instruments include the German LkSG, which aims to bring 

about changes in the global organisation of labour in supply chains by enshrining human rights 

and environmental standards. 

In summary, academic positions can be identified which state that the nation state is 

increasingly being undermined and is thus becoming superfluous or is being replaced by other 
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actors. Others continue to see the state as the decisive actor, but propose a renewal or expansion 

of the state's role and the creation of new mechanisms (Beck, 1998: 29f.). 

 
3.1.2. Smart-mix regulation 

The debate on corporate due diligence and CSR is also relevant in that it involves private actors 

in forms of governance and can lead to a shift in the lines of social conflict within global supply 

chains (Scheper & Vestena, 2020: 434). According to Ruggie, polycentric governance, i.e. a 

"smart-mix" regulation consisting of binding, voluntary and co-regulation involving various 

actors as a new form of governance can overcome the existing problems of regulation more 

effectively, as a binding universal regulation is not possible in his view (Ruggie, 2014: 5f.).  

It is precisely the self-regulation of companies that is evaluated very critically, as it shows the 

ambivalence of their economic actions. On the one hand, they are the drivers of globalisation 

and the cause of numerous violations of human rights and environmental standards. On the 

other hand, however, they can also be solution partners and implement standards independently, 

thus actively shaping and improving international trade. The implementation of certain labour 

standards, understood under the terms "Corporate Social Responsibility" (CSR) and "Codes of 

Conduct" (CoC), is increasingly used as a form of private self-regulation by companies. In the 

debate, these soft law regulations are assessed by critics as ineffective declarations in the form 

of greenwashing by multinational corporations, which is particularly due to the fact that 

company internal CoC are not subject to external control. One of the interviewed experts says: 

"The topic of sustainability, it is actually already widespread in the chemical industry, because 

one also knows that it will not work for long without an honest commitment in terms of 

sustainability" (Person 10). Burckhardt assesses voluntary CSR measures as insufficient or 

window dressing and emphasizes the need for flanking measures by the state (Burckhardt, 2013: 

2). According to Scheper, this CSR "trend" does have potential and enables transnational 

corporations to "take a leading role in the human rights discourse" (Scheper, 2015: 738f.). The 

lack of potential for improvement through regulation initiated by the companies themselves is 

also due to the fact that they neither address the problems of collective action nor systematically 

involve employees in addressing the problems (Schüßler, 2021: 178). 
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3.1.3. Governance through IGOs, NGOs and civil society 

The importance of non-governmental organizations (NGOs) 4 has increased considerably in the 

globalization discourse. Reasons for this include perceived policy and market failures and a 

perceived erosion of nation-state autonomy through globalization, such as the lack of 

environmental protection or poverty in developing countries (Matthes, 2001: 9). 

The adoption of the LkSG, despite massive lobbying by associations and business 

representatives, illustrates the public pressure and dissatisfaction of civil society with the lack 

of enforcement of global social standards to date and its potential to initiate legal policy 

processes at various levels. In the debate on governance, civil society is seen as having great 

potential for shaping the political sphere. NGOs, in particular, have partly filled governance 

gaps which, in a vacuum of power and legitimacy, can no longer be solved by the nation state, 

especially with regard to global problems (Beck, 1997). Following Beck's comments, civil 

society activism can also enable a form of control over state policy (Bexell et al., 2010). 

The literature assigns civil society organizations of workers and trade unions a positive impact 

on labour rights, making them an important player with regards to governance of labour 

standards as well (Scheper and Vestena: 2020). International Governmental Organizations 

(IGOs) such as the UN, World Bank or IMF also have great potential for shaping political 

processes. In market and trade relations and existing market distortions due to imbalances 

between the global South and the global North, these global institutions play an important role. 

Through treaties and standards, they can create a fair or at least rudimentary workable balance 

of interests (Willken, 2006: 47). Due to their independence, IGOs can sometimes initiate 

processes more easily, although the enormous financial and institutional influence exerted by 

the countries of the Global North on the organizations should not be underestimated. Criticism 

goes so far as to accuse IGOs of being detached from the citizen and of having too little co-

determination (Fuchs and Glaab, 2022: 17f.). The partly postcolonial understanding of norms 

of NGOs and IGOs in the global North, which does not necessarily correspond to that of the 

global South, can also be thoroughly criticised. Despite the potential of NGOs and civil society 

in shaping policy processes, the paper argues that the state remains the primary actor in shaping 

global governance, which has to interact with other actors due to the transnationality of global 

supply chains. IGOs are also unable to react to the rapid developments in the course of 

globalization and to shape the organization of labour, social affairs and the environment in 

 
4 NGOs can be defined as “Non-profit, voluntary citizens’ groups, principally independent from 
government, which are organised on a local, national or international level to address issues in 
support of the public good” (EIGE 2023).  
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compliance with these standards (Gereffi & Mayer, 2006: 45ff.). The international agreements 

and labour standards by IGOs, which are explained in more detail later, do not close the gaps 

in the legally binding enforcement of due diligence and are too non-transparent in their 

implementation. 

 

In the interim summary of the results collected so far, it can be stated, that the existing capitalist 

world economic system, which is geared towards constant growth, shows the limits of the free 

market when it comes to meeting the social and ecological challenges of a resource-limited 

world (Exner et al., 2008: 191f.). The assumptions of liberal economic theory according to 

Friedman and Stigler, according to which companies act socially responsible and resource-

conscious on their own, contradict the profit maximisation of companies. Numerous actions 

and profit strategies of multinational corporations show that companies put short-term profits 

above social and environmental responsibility and undermine social standards or environmental 

regulations for competitive advantage. Following neoinstitutional analyses, the interplay of 

governance mechanisms to coordinate economies and economic sectors as a multi-level system 

has come into focus (Benz et al., 2007: 293f.). State regulation of corporate responsibility in 

GVCs can be seen as a form of global governance and multi-level governance, as it addresses 

issues that are cross-border and affect multiple countries. By enabling national laws to regulate 

the conduct of MNEs, as the German LkSG now does, the nation state is essentially 

participating in a form of global and multinational governance by influencing and shaping 

business conduct beyond its national borders, leading to extraterritorial effects and global norm-

setting through a national standard. In the field of industrial relations regulation, the 

transnational level joins the national and international levels.  Wolfgang Streeck argues that 

democratic capitalism is at a dead end and that the neoliberal hegemony of globalization has 

come to a halt (Streeck, 2015). 

 

3.2.  Regulatory governance gap  
Globalization and the global division of labour lead to a breakout of the political from the 

categorical framework of the nation state and require new rules (Beck, 1998: 28). Neither 

public, private or social governance can independently close this regulatory gap of global 

environmental and labour standards and therefore require a different concept of governance 

(Helfen, 2022). According to the governance deficit developed by Gereffi and Mayer, the 

industrialised countries are no longer able to control the production processes along the supply 

chains due to capitalist globalization. At the same time, governments in the producer countries 
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of the global South cannot or do not want to take responsibility for compliance with social and 

environmental standards, because this would limit their locational advantage and put them at a 

disadvantage in international competition (Gereffi & Mayer, 2006). The governance gap 

identified by the lack of implementation measures in the form of laws and control mechanisms 

therefore also leads to a democratic deficit. From a governance perspective, the lack of 

enforcement of global labour standards can be described as a "regulatory governance gap". The 

identified problems that lead to this analysis are mainly the lack of legal and binding anchoring 

of labour standards along the entire supply chain for MNCs. The regulatory governance gap, 

according to which MNCs are carved out by their transnational actions in national legislation, 

is not countered accordingly (Helfen, 2020). The shifting of responsibilities between state and 

business actors makes it difficult to create a regulatory framework and the weakening of social 

actors and their opportunities by limiting union voice or organization further exacerbates this 

governance gap. Moreover, even regulations already anchored in international agreements are 

deficient because they do not contain sanction mechanisms or complaint procedures. 

 

A proposal for action is offered by the Commission on Global Governance (CGG 1995), which, 

in view of the lack of a central regulatory power, suggests new forms of cooperation and the 

linking of local, national and international decision-making levels (Scherrer & Brand, 2011: 7). 

The central challenge is to organise politics in a way that ensures responsiveness to the interests 

of those affected. There is no shortage of literature on the democratic deficit of global 

governance. However, the debate lacks a unified and clear conception of how public policy can 

shape "democratic governance" (Dingwerth et al., 2011: 22). The paper argues that the state 

plays a crucial role in addressing the damage caused by companies operating in countries with 

weak governance. According to the paper's findings, states should use their capacity to regulate 

companies to holistically implement environmental and human rights standards in GVCs. One 

tool to close this governance gap is domestic regulation of companies, which can be 

implemented through supply chain laws.  This regulatory governance restricts the behaviour of 

profit-oriented companies and is justified by the allocative market failure, which therefore 

serves as a justification for intervention in the market (Oslislo, 2017: 26-41). 

The assumption of changed governance is also pursued by the EU, as it assumes a change in 

inter-, supra- or purely national governance derived from the assumption that GVC linkages 

change the traditional calculus of trade protection (EP, 2023: 11). This coincides with the 

demands of civil society and NGOs that call for binding, strong and international governance 

institutions (Gereffi & Mayer, 2010: 3ff.).  
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The identified regulatory gap in the national anchoring of global labour standards along the 

global supply chain poses a major challenge to the achievement of equitable and sustainable 

practices within supply chains. Closing this gap requires a comprehensive approach that 

includes legal and institutional measures and involves governments, companies, international 

organizations, and civil society. The discussion in this chapter shows how difficult it is to 

reconcile socio-political development in the countries of the Global South while respecting 

environmental standards and human rights with the profit pressures of global corporations, free 

trade and open capitalist markets. Based on these identified problems, the paper analyses a 

deficit in regulatory governance. Supply chain laws, specifically the German LkSG, are 

presented as measures that can close this deficit. It also explains how the LkSG as a domestic 

policy instrument can lead to a stronger socio-political containment of the global market and 

secure human rights and environmental standards in corporate action. 

 

4. Methodology 

The methodological approach consists of an argumentation analysis based on secondary 

literature and current documents and embedded in the theoretical framework around political 

economy and development theories. The aim of this analysis is to analyse the existing 

dependencies and inequalities in the global division of labour of developing countries in the 

capitalist economic system. The different arguments and positions are related to each other to 

illustrate the need for a supply chain law. The LkSG as a regulatory measure for companies in 

implementing human and environmental standards can partially overcome the identified 

governance gap. The findings from the literature are expanded through the guided interviews 

with experts. This leads to answering the research questions from as many and different 

perspectives as possible and closes possible gaps. 

 

4.1.  Sampling  
The expert interviews conducted build on the knowledge gained through the literature and are 

intended to close possible gaps with regard to the in-depth evaluation of the LkSG. In order to 

ensure valuable results, thematic experts were selected who deal with the LkSG professionally 

and can be designated as experts on the topic due to their professional position and the work of 

their organization or employer.  The criteria for selection were, on the one hand, that the expert 

is fundamentally in favour of the LkSG, as a comprehensive presentation of both sides would 
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exceed the scope of this paper. Thus, all interview partners are representative of actors who are 

directly involved with the LkSG through their work, are affected by it or have dealt with it. The 

interview partners were specifically selected according to their classification into a group of 

actors. With insights from the private, public, social and scientific groups, the aim was to 

explain as multi-layered a picture of the positions as possible. All interviewees received the 

selected guiding questions in writing beforehand and were thus able to prepare sufficiently. 

There were repetitions in the answers, which in a way indicates theoretical saturation. Since the 

statements of the interviewees coincide in many respects with the arguments from the literature, 

one can speak of additional saturation (Döring & Bortz, 2016). The expert interviews can also 

be assessed as a useful methodology because they provide evidence of the different perspectives 

of the actors and offer an extension of the sometimes very theoretical debate in the literature to 

include practice. Within the framework of the guided interviews, eight people were asked the 

same questions and two other people were asked separate questions. This difference in approach 

resulted from the problem that arose during the enquiry of experts, namely that experts from 

companies were not able or not willing to adequately answer the questions in the actual 

guideline, which deals very specifically with the LkSG and its embedding in the debate on 

labour standards and unequal participation in the global division of labour. Rather, the level of 

knowledge and the content-related interfaces emerged from the business management debate 

and the impact on the company's own implementation. The wide-ranging enquiries conducted 

in advance confirmed this impression and led to the creation of separate questions for the 

experts of the private actors, i.e. the companies. These alternative questions provided valuable 

insights into the implementation and assessment of the companies as the actors actually affected 

by the LkSG.  

 

4.2.  Data Analysis 
The qualitative research method used to collect the interviews is based on grounded theory and 

the principle of openness for creating the questions of a guided interview (Helfferich, 2005: 

181). This theoretical approach aims to develop collected data and concepts without having pre-

determined hypotheses. This approach is also useful because the research area of the German 

LkSG in implementation has only been little researched, as the law has only been applied since 

2023. The chosen approach also allowed for openness to new insights and a deeper 

understanding of complex contexts. The grounded theory approach in particular offers the 

possibility to capture interdisciplinary relationships in qualitative research, even in ten 

interviews (Zaynel, 2018: 59ff.).  
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With this qualitative research, new insights and background information can be generated. 

Since the LkSG only came into force on the 1st of January 2023, meaning it is a new law and 

its potential impact cannot yet be estimated and is based on assumptions and assessments.  Of 

the ten experts, two answered the questions in writing and seven answered the questions 

personally in a video call. One person answered the questions in a personal conversation. The 

almost balanced gender distribution of the experts (four women and six men) is to be positively 

emphasised, even if this feature can be classified as less relevant for the results. The relatively 

open and flexible interview questions give the respondents the opportunity to address their own 

aspects beyond the ten questions and to contribute opinions on the topic of LkSG. The 

interviews were conducted in German in order to have a deeper and more nuanced 

communication with the interviewees, especially since the topic is the complex one of a German 

regulatory law. Another reason was that the proposal to conduct the interviews in English was 

rejected as an option by most interviewees in favour of an interview in German language. The 

interviews were therefore transcribed from German into English as truthfully and accurately as 

possible. For this reason, the quotations from the interviewees cannot be applied one-to-one, as 

they are originally in German. 

Furthermore, it should be noted in my own reflection that the results that emerge from the 

research process, in addition to the argumentation analysis and evaluation of the interviews, can 

never be exclusively neutral, as they also contain my own positioning and play a role, even if 

subconsciously, in the selection of answers. My own position is not neutral in that I view the 

LkSG from a perspective critical of capitalism and a clear commitment to corporate due 

diligence through GVCs. In doing so, my own biography also plays a role in the evaluation of 

the research and leads to my own unconscious evaluation and filtering of interpretations. In 

terms of my own reflection, I would also like to acknowledge my own position as a privileged 

student in a rich industrial location. Labour standards in Germany are among the highest in the 

world and are ensured by strict labour laws, which means that I can only look at the problem of 

precarious employment from a very differentiated perspective. I do not know the realities of 

life and experiences of the people affected by the LkSG, nor was I able to get a personal picture 

on the ground within the framework of this thesis. This research is intended to strengthen the 

perspective of the workers and to close possible gaps in knowledge in order to enable a 

comprehensive view on the issue.  

The identified perspective from the Global North can also be observed in the literature, which 

is almost exclusively based on findings and theoretical approaches by researchers and 

academics from the Global North. A comprehensive consideration of the assessment by the 
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affected people in the production countries of the global South or an examination of the local 

circumstances and actual conditions is rather secondary. The knowledge gathered in the context 

of the thesis and my analysis are based on research papers written mainly by scientists and 

experts from industrialized countries, and the expert interviews were also conducted exclusively 

with people from industrialized countries. Field research would not be possible within the 

framework of a thesis for various reasons, which limits the evaluation and the diversity of 

perspectives in one's own reflection. Therefore, the research is limited in this respect as it does 

not include opponents or critics of the law in the interviews.  

 

5. Participation in the global division of labour  

Various concepts of uneven development deal with the production of inequalities under 

capitalism. Starting from processes of change with the decades of the "Industrial Revolution", 

the capitalist mode of production has gone from being a regionally national process before the 

19th century to a global phenomenon in the 20th century. Prior to this period, inequalities 

between regions and their societies were smaller than within each society (Fischer et al., 2023: 

329). Without a theoretical understanding of how European colonialism structured global 

power relations economically, politically and culturally, subsequent or related processes such 

as globalization cannot be adequately understood (Castro Varela & Dhawan: 2020: 16). For this 

reason, the development of globalization and world trade is briefly derived below. 

 

5.1.  Development of world trade and globalization 
The institutional foundations created by, among others, the Bretton Woods Conference with the 

establishment of the International Monetary Fund and the World Bank (1944) marked a new 

economic order and led to an economic boom in the industrialised countries of the Global North, 

also known as the "Golden Age of Capitalism", which lasted until the oil crisis in the early 

1970s. John Ruggie defined this post-war economic order as "embedded liberalism" (Ruggie, 

1982). The opening of world trade and the abolition of many protectionist restrictions, better 

transport and communication conditions, global division of labour and new technologies are 

decisive factors for worldwide growth and international networking (Vossen, 2020: 111f.). 

Globalization and the resulting processes are relevant in that they force nation states to face 

global competition and oblige nation state actors to create fair rules for the international 

exchange of goods (Willken, 2006: 11). Due to falling transport costs and advances in 

communication technology, the interconnectedness of the economy has become increasingly 
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advanced in recent decades. Globalism as a state of world society cannot be revised and is 

constantly changing global supply chains and the governance of labour, creating new 

governance challenges (Beck, 1998: 29f.). 

 

5.2.  Global Value Chains and their development 
Global value chains (GVCs) have emerged based on the liberalisation of international trade 

after the Second World War, combined with technological innovations and advances in 

communication and transport. The strong fragmentation of production and trade in goods and 

the increasing interconnectedness of nation states and actors in liberal markets has led to major 

changes in the design of labour and supply chains. The cost optimisation and profit 

maximisation of MNCs through relocation to poorer countries favours a structural system of 

low wages and low standards. The relocation of the production steps at the beginning of the 

value chain (procurement of raw materials, processing of production) to the countries of the 

global South has also led to economic development and participation in world trade, but almost 

always includes precarious working conditions, exploitation and wage dumping.  

Global value chains are of great importance in shaping the global division of labour and 

implementing human rights and environmental standards, which requires a critical examination 

of their positive and negative effects and structuring. In 2021, the share of goods exports in the 

world's gross domestic product was significantly more than one fifth (23.2 per cent) and 

illustrates the economic significance of these value chains (WTO). While not all violations of 

workers' rights are caused by involvement in GVCs, including subcontractors in precarious and 

informal work - it remains the case that millions of workers worldwide work in supply chains 

that structurally violate their rights (Helfen, 2022).The liberal belief, of GVCs opening up new 

opportunities for developing countries to participate socially and economically in the global 

economy and rise through positive employment effects can obviously be doubted in this regard 

(GIGA, 2015: 1). 

 

 
Figure 1: Explanation of a global value chain (World Development Report 2020) 



 

 

28 

5.3.  The power of multinational corporations  
In the analysis of GVCs, the leading companies or MCNs can be understood as the primary 

organisers of global capitalism (Gereffi, 1994: 97). Companies involved in exports and imports 

account for 80% of all trade (World Bank, 2020).The power of MCNs is based on the two core 

conditions that they can relocate at will according to the principle of cost optimisation and that 

they can organise the division of labour along their GVCs. The high competitive pressure in a 

capitalist economic system leads to companies seeking to maintain their own competitive 

position and competitiveness through low wages, longer working hours and maximum labour 

productivity, and thus failing to live up to their CSR (Helfen, 2022). It results from the pressure 

of companies in international location competition to use low social and environmental 

standards as a cost brake and location advantage (Koch, 2017; Kampffmeyer, 2017). On the 

other hand, the global division of labour has led to fierce competition within and is favoured by 

low taxes, lack of collective agreements, business-friendly labour laws or fewer environmental 

regulations (Auernheimer, 2019: 49). MNCs exploit these governance gaps and employ 

workers in countries of the Global South under precarious working conditions and in disregard 

of human and environmental rights. According to the EU Commission, only 37% of companies 

surveyed (operating in the EU and globally) currently conduct environmental and human rights 

due diligence, and only 16% cover the entire supply chain, often relying on voluntary 

international standards (Spinaci, 2023). The comments confirm the thesis of Wallerstein's world 

system theory, according to which companies from the global North always seek out the 

production countries with the lowest wages in order to accumulate as much capital as possible. 

Global location competition in the sense of outsourcing and offshoring has also contributed to 

a deterioration of working conditions in the countries of the Global North (Schüßler, 2021: 

174). 

 

 
Figure 2: Worldwide Participation in Global Value Chains (World Development Report 2020: 2) 
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5.4.  Problems in the global division of labour 
The transformative developments of free world trade have led to enormous prosperity and 

economic and social development in many countries but are not evenly distributed on a global 

scale. Since 1990, more than one billion people have lifted themselves out of extreme poverty5 

However, global progress continues to be unevenly distributed. Still, in 2020,  “the share of the 

world's workers living in extreme poverty6 increased, rising from 6.7 per cent in 2019 to 7. 2 

per cent, pushing an additional 8 million workers into poverty" (UN, Department of Economic 

and Social Affairs, 2022). According to the World Inequality Report (WIR), the richest 10% of 

the world's population currently own 52% of global income, while the poorest half of the 

population own 8.5%. Moreover, the poorest half of the world's population owns hardly any 

wealth, accounting for only 2% of total wealth (WIR, 2022: 4).  The global income share of the 

bottom 50% thus remains historically low despite growth in developing and emerging countries 

in recent decades (WIR 2022: 8). Therefore, it can be stated that growth is also a process that 

can deepen the poverty of those not involved in growth (Shiva in: Goeßmann & Scheidler, 

2019: 42f.). Resource-rich developing countries statistically more often have slow economic 

growth, undemocratic government structures and are more often affected by wars or armed 

conflicts (Liebing, 2009: 7). Looking at the dependency on exports of commodities such as 

minerals, metals or fuels, least developed countries are overly dependent on exporting these 

commodities, meaning more that 60% of their merchandise exports consisted of primary 

products. Raúl Prebisch and Hans W. Singer also came to the conclusion, contrary to the trade 

theory mainstream, that the established international division of labour is not equally beneficial 

for all regions of the world (Möller, 2020: 158).  Some of the literature goes so far in its 

assessment that colonisation made it possible in the first place to impose structurally unequal 

conditions of action on the countries of the global South (Brennan 2005: 109). The development 

of some and the underdevelopment of others is thus obviously structurally conditioned and 

leads to unequal participation in the global division of labour. The preceding consideration 

allows for agreement with Wallenstein's critique of capitalism, which in his view generates 

hierarchy, exploitation and inequality. In the discussion about political framework conditions 

in a globalised economy, the original assumption of an increase in prosperity for all through 

global competition that is regulated as little as possible is doubtful today (Ekardt, 2008: 17). 

 
5 “Absolute poverty is a condition characterized by severe deprivation of basic human needs, including 
food, safe drinking water, sanitation facilities, health, shelter, education and information.“ (UN, 1995)  
6 The International poverty line defines that everyone living with less than $ 2.15 per day is in extreme 
poverty (World Bank. 2022)   
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Mason says that offshoring only becomes unattractive - once you have to pay highly skilled 

workers in a low-wage country as much as an unskilled worker in the US (Mason, 2016: 149). 

Yet politicians do not seem to have any credible interest in improving the global economic 

policy framework. Quite the contrary. In bilateral trade agreements, labour and social standards 

continue to be insufficiently taken into account. In this way, politics secures the profit interests 

of transnational trading companies (Wötzel, 2013: 16). The legitimacy crisis of neoliberalism 

is becoming increasingly clear in the literature, supported by numerous reports from the UN, 

ILO and NGOs. The aspects of growth and accumulation that are central to capitalist economies 

can also be questioned insofar as excessive growth and sustainability are incompatible (Creydt, 

2014: 116ff.).   

 
5.5.  Global governance frameworks  
The established regulatory frameworks of private self-regulation and both national and 

international laws are predominantly based on agreements, recommendations and declarations 

of international organisations dealing with fair labour and social standards. In the following, 

these are presented and examined for their potential to close the identified governance gap at 

the global level. The existing rules and regulations differ in terms of their scope of application 

and their legally binding nature and range from voluntary commitments by companies to 

international standards to private standard-setting and social partner agreements. 

The call for uniform guidelines on labour standards and the treatment of human rights in 

business is not new in the international community. Unlike codes of conduct, the following 

international guidelines are global standards for the government level of national governments. 

The reference to decent work also derives as a human right from the UN's Article 23 Universal 

Declaration of Human Rights7. International law, based on the UN Universal Declaration of 

Human Rights, has also established a very clear link between human rights and economic and 

social development, calling for the improvement of living standards, full employment and the 

conditions for economic and social progress and advancement (Article 55, UN Document E/C 

23/1998). 

 

 

 
7 „Everyone has the right to work, to free choice of employment, to just and favourable conditions of 
work and to protection against unemployment. Everyone, without any discrimination, has the right to 
equal pay for equal work. Everyone who works has the right to just and favourable remuneration 
ensuring for himself and his family an existence worthy of human dignity, and supplemented, if 
necessary, by other means of social protection. Everyone has the right to form and to join trade unions 
for the protection of his interests.” (UN, 1948). 
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ILO Fundamental Principles and Rights at Work  

The International Labour Organization (ILO), as a specialised agency of the UN, has defined 

eight principles in the ILO Declaration on Fundamental Principles and Rights (adopted in 1998, 

amended in 2022)8. They are derived directly from human rights and can be seen as the basis 

for all labour and social standards.  Compliance with ILO core labour standards on corporate 

social responsibility by suppliers is the subject of free trade agreements and global framework 

agreements.  Despite deficits with regard to the legal enforcement of the ILO, they are accorded 

a prominent position as a basis for national laws, a reference for international agreements and 

a standard of interpretation for trade agreements (Emons et al., 2021: 9). Even though, the 

increasing influence of private-sector groups on the independence and reputation of the ILO 

must be critically assessed (Pickshaus, 2019: 40). Gereffi and Mayer emphasise the important 

role of the ILO in promoting social standards (Gereffi & Mayer, 2006). 

 

UN Guiding Principles on Business and Human Rights 

Another important standard-setting exercise was carried out through the so-called Ruggie 

Principles, in which human rights due diligence, i.e. the careful examination of possible human 

rights risks that may arise from a company's business practices, plays a primary role. This 

responsibility also applies when state regulation is still insufficiently developed (German 

Council for Sustainable Development 2013). The principle of the "state duty to protect" 

emphasises the obligations of states to protect their own populations from human rights 

violations, even if they originate from corporations. They go back to the former UN Special 

Representative on Business and Human Rights, John Ruggie, who defined the pillars "Protect, 

Respect and Remedy". The 31 UN Guiding Principles on Business and Human Rights, which 

build on these principles, were adopted by the UN Human Rights Council in 2011. They are 

based on the recognition that compliance with human rights standards cannot be ensured at the 

state level alone. The Guiding Principles are addressed to states as standards under international 

law. States should require and support companies to comply with the adopted Guiding 

Principles (Emons et al., 2021: 12). "The responsibility to respect human rights requires that 

business enterprises: "Seek to prevent or mitigate adverse human rights impacts that are 

directly linked to their operations, products or services by their business relationships, even if 

they have not contributed to those impacts." (UN, 2011: 14, Article 13b).  

 
8 ILO was founded in 1919 due to the unsustainable working conditions resulting from the Industrial 
Revolution and created for the first time an institution dealing with the formulation of labour standards 
and social norms at the global level (Schur-Matulewicz, 2022: 81). 



 

 

32 

The ILO Principles and the UN Principles are not binding under international law but rather 

based on voluntary compliance and self-regulation by companies (soft law). In the literature, 

they are generally seen as an "institutional milestone" for emphasising the clear responsibility 

of companies to respect human rights with the idea of "responsibility to respect" (Scheper, 2015: 

739). 

 

OECD Guidelines for Multinational Enterprises  

The debate on CSR and CoC gained new relevance in the late 1990s through the Global 

Compact Network and the OECD Guidelines for MNCs. The OECD Guidelines for 

Multinational Enterprises (MNE) were first adopted in 1976 and contain eleven guiding 

principles on fair labour conditions, the environment and taxation. Since their last update in 

2011, the guidelines have also explicitly addressed corporate responsibilities of MNCs in the 

supply chain. Unlike the ILO and UN Guidelines, trade defence agreements such as the OECD 

focus on the deregulation of trade between economic actors from different countries and less 

on the establishment of social standards (Emons et al., 2019: 16).  

 

Although the ILO Minimum Age Convention (No.138), which effectively means the abolition 

of child labour, has been ratified by 172 member states, child labour is still practised in many 

of these countries. The main reason identified for the lack of implementation of similar 

conventions, besides the fear of losing sovereignty, is corruption, repressive regimes and the 

influence of the business sector (Schur-Matulewicz, 2022: 91). Nevertheless, the policy 

approaches of international organizations can be seen as an important step forward and have 

led to previously unknown regulatory activity by nation states (Emons et al., 2023: 138). 

Despite the regulation of minimum labour standards in value chains under international law as 

a right between states, international law does not create an obligation for companies as private 

law actors. However, as the LkSG shows, they can initiate legislative initiatives at the level of 

nation states (Emons et al, 2023: 136). An example for this is the CETA free trade agreement 

with Canada and the EU9, which was ratified in 2022 by the German Bundestag and contains 

the obligation to implement the ILO Convention ratified by the contracting parties in their law. 

In the view of the BMWK, the CETA agreement points the way for future agreements and 

implements high standards (BMWK). At the German policy level, the National Action Plan 

(NAP) followed in 2016, which formed the basis for the process of anchoring supply chain 

 
9 CETA, the Comprehensive Economic and Trade Agreement, is a free trade agreement between 
the European Union (EU) and Canada 

https://www.deutschland.de/en/topic/politics/european-union-answers-to-frequent-questions
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responsibility. After the failure of the voluntary commitments of the NAP, the anchoring in 

supply chain legislation followed (Emons et al, 2023: 138). The German LkSG is oriented 

towards the ILO and OECD Principles in terms of content and thus implements the respective 

guidelines adopted in 2011. The German LkSG is legally binding for the companies concerned 

and thus closes the gap between soft law and hard law at the national level.  

 

5.6.  National Governance in other countries 
The international frameworks and guidelines already mentioned cannot overcome the 

regulatory governance gap, mainly due to their voluntary nature, and require national hard laws 

and the incorporation of regulatory frameworks for MNCs. In this way, nation states contribute 

to a transnationalisation of labour law, which is reflected by the trend of looking at other laws. 

National laws differ in content, but generally build on the ILO Guidelines and UN Principles 

(Schur-Matulewicz, 2022: 141).  The German law joins a small series of regulatory laws by 

nation states. Even though the laws differ in implementation and form, they all primarily pursue 

the goal of activating MNCs as actors of self-regulation (Schur-Matulewicz, 2022: 141-172). 

At the national level, these include the California Transparency in Supply Chains Act, the UK 

Modern Slavery Act, Australian Modern Slavery Act and the French Corporate Duty of 

Vigilance Law. At the level of the European Union, the EU Commission published the proposal 

for a Corporate Sustainability Due Diligence Directive (CSDDD - 2019/1937) and it was agreed 

upon by the EU Parliament on the 1st of June 2023. The adoption of the CSDDD is expected 

for 2024. The proposal is an extension of the European Green Deal and aims to ensure that 

companies operating in the EU are legally obliged to respect human rights and the environment 

in global value chains. Together with existing regulations and other regulatory initiatives such 

as the Corporate Sustainability Reporting Directive (CSRD) or the EU Taxonomy Regulation, 

this represents a further step towards sustainable business under uniform European conditions. 

The EU law has great potential to implement transnational uniform law in the European Union 

and to create a level playing field (European Commission 2022). 
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6. Germany and the Supply Chain Due Diligence Act 

6.1.  Germany’s Dependency on trade  
As a trading nation, Germany is particularly dependent on stable supply chains. Germany's 

vulnerability due to economic dependencies can be seen, for example, in Russian gas supplies, 

which still covered around 55 percent of German gas imports in 2020 (BpB, 2022). The Institute 

of the German Economy points out the relatively strong dependence of some sectors, such as 

the electrical industry, on China and recommends greater diversification to reduce these 

dependencies (IW, 2023: 8). However, looking at the current German sustainability strategy 

from 2021, the indicator in relation to SDG 8 is "combining greater economic output with 

environmental and social responsibility" and in relation to global supply chains "enabling 

decent work worldwide". The target is to be significantly increased by 2030. The report also 

refers to the achievements of the German government under its G7 and G20 presidencies for 

sustainable supply chains and the G7 Vision Zero Fund to strengthen labour and social standards 

in global supply chains (GSDS, 2021). The German Council for Sustainable Development 

underlines the need for an orientation towards sustainable policies and attests that the German 

government has an implementation deficit. Council member Prof. Dr. Cornelia Füllkrug-

Weitzel, comments: "In the report, the German government self-critically acknowledges 

implementation deficits. We observe a neglect of the negative effects that Germany has on the 

achievement of the Sustainable Development Goals in the Global South countries. The perspective 

of the German Sustainability Strategy must therefore be expanded immediately to include the 

international spillover effects of German consumption, German production and German trade 

policy." (GSDS, 2020). Particularly in foreign trade promotion, the German state exerts 

enormous influence on the global actions of German companies through a wide variety of 

investments and subsidies and should fulfil its duty under international law to demand certain 

standards, which are regulated, among other things, by OCED agreements, including in the 

awarding of contracts (Scheper, 2013: 45).  A reduction of dependencies is not to be expected, 

rather the German state continuously identifies which countries have a high future export 

potential due to large untapped resources (Deutscher Bundestag, 2022: 25). 

 
 
6.2.  NAP as a failed precursor  
In response to the UN and ILO Principles, the German government adopted the National Action 

Plan on Business and Human Rights (NAP) on the 16th of December 2016. In July 2020, the 

evaluation showed that just 13 to 17 per cent of German companies with more than 500 
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employees implemented the principles, although business associations in Germany had already 

committed to these principles in the year 2011. Out of more than 3,000 companies contacted in 

Germany, only slightly more than 400 companies filled out the questionnaire in 2019. 

Moreover, the evaluation of the completed questionnaires showed that only about 20 per cent 

of these 400 companies fulfilled the requirements of the NAP at that time (BMZ, 2023). This 

review led to the conclusion that too few companies fulfil their human rights due diligence 

obligations. Reports and studies on the precarious working conditions of, for example, 

employees mainly from Eastern Europe in the German meat industry, which became 

particularly visible in the Covid pandemic, make it clear that the legal anchoring of due 

diligence obligations is also necessary in Germany (Bosch et al., 2020: 3ff.). The NAP can be 

assessed as a failure, but on the other hand the assessment has revealed the need for a legal 

framework. This finding also reflects the criticism articulated in advance by NGOs with regard 

to the voluntary nature of the NAP (Brot für die Welt, 2019).  

 

6.3.  The German “Lieferkettensorgfaltspflichtengesetz” 
Following the sobering results of the evaluation of the NAP completed in May 2020, the then 

Chancellor Angela Merkel instructed the Federal Ministers of Labour (Hubertus Heil), 

Development (Gerd Müller) and Economics (Peter Altmaier) to develop key points for a 

German supply chain law in July 2020. On the 11th of June 2021, the German Bundestag the 

LkSG (BT-19/28649) was adopted with 412 Members of the Parliament (MPs) votes of the 

parliamentary parties CDU/CSU (10 “No”), SPD and B90/DIE GRÜNEN. 159 MPs voted 

against, and 59 MPs abstained. The AfD and FDP rejected the motion and die LINKE abstained 

(in each case with exceptions by abstention). This means that since the 1st of Janaury 2023, 

companies with a head office, principal place of business or branch office or a registered office 

in Germany will be obliged to fulfil their responsibility in the supply chain by implementing 

due diligence standards. For the year 2023, the LkSG applies to a number of „in der Regel” 

(usually)10 3.000 employees. From the year 2024, companies with a number of 1,000 employees 

will be held accountable (see § 1 LkSG). The LkSG can be understood as a classic instrument 

of economic administrative law, with which the German state makes binding specifications for 

entrepreneurial action and sanctions non-compliance with fines or enforces them by 

administrative act and administrative coercion (Altenschmidt & Helling, 2022). The LkSG is 

based on sustainability reports, which, in addition to the annual report, are an important 

 
10 The characteristic "as a rule" makes a statement about the personnel strength that generally characterises the 
company (Schur-Matulewicz, 2022: 173). 
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component of the information policy of companies. The law regulates how the companies 

concerned must fulfil their human rights obligations by, among other things, analysing human 

rights risks, taking preventive and remedial measures, creating opportunities for complaints and 

providing evidence of these obligations. Companies with branches or subsidiaries in Germany 

are also included in these regulations. The implementation of the LkSG by the companies 

concerned is monitored by the Federal Office for Economic Affairs and Export Control (BAFA, 

2023). Businesses are given a clear, proportionate and reasonable legal framework to meet the 

requirements of responsible supply chain management for the benefit of improving the 

international human rights situation. Human rights, as defined in the LkSG, refer to the largely 

universally ratified international treaties for the protection of human rights and include, among 

others, the prohibition of child labour, forced labour, slavery or other forms of oppression, such 

as extreme economic or sexual exploitation and humiliation, the prohibition of disregard for 

occupational health and safety, freedom of association and equal treatment, as well as the 

provision of a minimum wage. The environmental risk, as defined in the law, is mainly about 

the prohibition of the production, unlawful use and disposal of mercury and chemicals. 

It is important to distinguish that the appropriate implementation of these obligations is not 

assessed in the same way for all companies, but depends, among other things, on the type and 

size of the company. In addition, companies do not have to be successful or guarantee that 

human rights are protected along their supply chain (duty of effort – “Bemühungspflicht”). 

Companies that do not comply with the due diligence obligations to an adequate degree can be 

forced to implement them with a penalty payment of a maximum of 50,000 euros. The amount 

of the fine depends on the seriousness of the violation and ranges from 100,000 to 800,000 

euros. Companies with an average annual turnover of more than 400 million euros can be fined 

up to 2 per cent of their average annual turnover. 

Business reactions to the LkSG in Germany can be described as mixed. Even though German 

companies were generally in favour of due diligence obligations in the previous debate, the 

conflict of objectives of companies between cost savings and competitive advantages with 

mandatory environmental and social standards became clear. After the publication of the draft, 

28 German business associations wrote a statement to all members of the Bundestag demanding 

amendments up to a law that could be judged as ineffective (Handelsblatt 2021). The pro-

business CDU/CSU parliamentary group also tried to suspend the start of the planned LkSG 

from 1 January 2023 with a corresponding motion (20/4876) on the 15th of December 2022. 
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7. Qualitative interview analysis 

 Position, Organization Private Public Social Scientific 

Expert 1 Trade Unionist, 

IG Metall (Industrial Union of 

Metalworkers) 

  X  

Expert 2 Member (MEP), 

European Parliament,  

Committee on Legal Affairs 

 X   

Expert 3 Independent expert  X   

Expert 4 Senior Researcher,  

Öko-Institut e.V.  

(Institute for Applied Ecology) 

   X 

Expert 5  Member (MEP), 

German Bundestag,  

Chairman of the Committee  

on Labour and Social Affairs, 

 X   

Expert 6 Campaign Coordinator, 

Kampagne für saubere Kleidung  

(Clean Clothes Campaign) 

  X  

Expert 7 Head of Division,  

Stiftung Arbeit und Umwelt 

(Foundation for Labour & 

Environment,  

of the Trade Union IGBCE) 

  X  

Expert 8 (Former) Commissioner for 

Human Rights, 

German Federal Government 

 X   

Expert 9  Consultant, 

European and General Works 

Council, Lear Corporation 

X    

Expert 10  Human Rights Officer, 

Evonik  

X    
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In this chapter, the results from the interviews are presented in addition to the literature in order 

to analyse them with the theoretical findings. The evaluation clarifies the overlapping 

assessments by literature and selected experts and also shows the differences to be noted. 

 
7.1.  Interviewees  
The elected experts are all similar in that they support or approve of the Supply Chain Act in 

one way or another. Only their interfaces with the law are different for all of them. For example, 

IG Metall, as one of the largest European trade unions, stands for trade union organization of 

workers, while the member of the Bundestag was involved in the conceptualisation and legal 

implementation of the LkSG. A brief overview of the organizations interviewed follows. 

The social initiatives are IG Metall and Clean Clothes Campaign and the Foundation for Labour 

& Environment. The former plays as one of the largest trade unions in Germany and a 

significant role in promoting labour rights and standards. It actively promotes the interests of 

workers in the metal and electrical industry and negotiates collective agreements that improve 

wages, working hours and working conditions. The Clean Clothes Campaign is an international 

movement working to improve working conditions in textile and garment production 

worldwide by holding companies accountable and promoting fair labour practices. They also 

seek through their work to raise awareness among consumers about the origins of their clothing 

and to put pressure on brands and companies to ensure responsible supply chains. The 

Foundation for Labour & Environment of the IGBCE operates in the field of tension between 

business and politics. As the sustainability think tank of the industrial union IGBCE, the non-

profit foundation takes up transformation processes on the way to sustainability from an 

industrial union perspective. They produce analyses and studies, organise events and develop 

political recommendations for action in the areas of sustainable industrial policy and industrial 

work of the future. The focus is also on cooperation with the IGBCE and other external 

cooperation partners - such as trade unions, think tanks, research institutions and companies. 

The foundation also advises companies and works councils on issues of organisational and 

corporate responsibility in the field of sustainability and CSR. 

The two private perspectives of the two companies are mapped below. The first interviewee is 

a human rights officer at Evonik Industries. Evonik is a German chemical company 

headquartered in Essen and employs over 33,000 people in more than 100 countries. With 

regard to labour rights and standards, Evonik is committed to upholding ethical and social 

standards in its global business operations and can be named a pioneer in the chemical industry.  

The second private expert is a consultant to the European and General works council at Lear 

Corporations. The US corporation employs more than 169,00 people in more than 39 countries 



 

 

39 

and operates in the automotive industry. as the world's largest supplier of automotive interior 

systems. In a statement issued by IG Metall on 31.05.2023, Holger Zwick, Chairman of the 

General Works Council of Lear Corporation, explicitly supports the LkSG and points to the 

need for a strong EU supply chain law. The two people are also well suited as interview partners 

because they can share practical experiences with the law from a business perspective and can 

refute or confirm common arguments in the public debate against a law from practice. 

The interviewed scientist of the Oeko-Institute is a Senior Researcher in the field of 

Environmental Law & Governance and offers a scientific view on the topic. The Oeko-Institute 

is one of Europe’s leading independent research and consultancy organizations working for a 

sustainable future develops principles and strategies for realising the vision of sustainable 

development at global, national and local level. Based on value-oriented research, the Oeko-

Institute provides consultancy services for decision-makers in politics, industry and civil 

society on topics such as Energy and Climate, Biodiversity, Sustainable Consumption and Law, 

Policy and Governance.  

Finally, the experts of the public initiatives complete the results. The governance level of an 

actor who was present at the legislative level during the vote in the Bundestag on the LkSG is 

represented by a member of the Bundestag and a graduate economist from the German party 

Bündnis 90/ Die Grünen. The interviewed MEP provides new governance insights into 

implementation at the European level and the possible advantages of creating a level playing 

field. The independent expert from a German ministry deals with the content of the LkSG and 

was also involved in its preparation. The list is complemented by the former Human Rights 

Commissioner of the German Federal Government, whose wealth of experience provides 

insights into the development of corporate due diligence and the influence of the individual 

actors. 

 
7.2.  Argumentation  
In the assessment, the interviewees essentially agree that above all the business and trade 

associations are to be named as the main actors against a supply chain law: "I believe that there 

was very strong opposition, especially from the CDU/CSU and FDP circles. This is also 

something that we noticed quite strongly in the lobbying for the law. […] In my opinion, that 

made it much more difficult" (Person 1). Person 8 reports of a situation where he, as the human 

rights commissioner of the Federal government, was told in talks with large associations that 

the associations would mobilise everything to prevent such a law and mandatory regulations. 

Moreover, he emphasises how difficult it was in the coalition at the time to measure and 

distribute responsibilities. Especially when it came to the question of whether a ministry should 
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be in charge of the law, it was unclear for a long time whether the Ministry of Economics or 

the Ministry of Foreign Affairs would be responsible. In the end, a working group was set up 

at the Foreign Office, and the process of the NAP got underway (Person 8). Person 3 notes: 

"Certainly, the associations, the companies, the trade unions, or the umbrella organizations have 

done a lot of lobbying to somehow prevent or weaken this regulation, this dreaded regulation. 

And I also saw the draft for the NAP at the time and then the final result. And the comparison 

is huge. The difference between what came out in the end and what was originally planned." 

Following this: "The negotiations took a very long time, also because there was lobbying on 

many sides, since many business associations saw a danger for the German economy in it (in 

the LkSG) and this was then actually also very much represented by the Ministry of Economics 

at the time." (Person 3). Person 8, on the other hand, notes that many very large companies have 

already implemented due diligence themselves and, contrary to their associations, are in favour 

of an LkSG and see the long-term benefits of this law for themselves and their consumers. 

Person 10 also notes that it is sometimes difficult for a company to take a positive public stance 

on the LkSG if the higher-level associations are against such a law, but many companies are 

very willing to comply with their due diligence obligations. In addition, the two interviewees 

from the companies affected by the LkSG also assess the LkSG and the anchoring of corporate 

due diligence obligations as a correct and necessary step and support this regulation by the state 

(Persons 9 and 10). In the public debate among entrepreneurs about the LkSG, supporters and 

outspoken opponents can also be identified, which reflects the disagreement in the debate also 

among companies and associations as affected actors. 

 

In the public debate, particularly loud criticism of the LkSG can be heard from the associations 

BDI, the BDA, the DIHK, the BGA and the VDMA. The common criticisms of the law are 

concerns about a lack of competitiveness, the creation of bureaucracy and additional costs. 

Therefore, the associations continue to plead for voluntary standards.  

The points of criticism and partly false statements repeated in the public debate are also known 

in the literature. One possible explanation for the great resistance to the LkSG is the basic efforts 

of a company, anchored in capitalism, to make as large profits as possible, to minimise costs 

and to keep state regulation of their entrepreneurial actions to a minimum.  

 Furthermore, it deprives companies of their regulatory power in a certain area of the 

implementation of the global division of labour. Thirdly, by enshrining the law, companies have 

to pay higher wages and invest more in fire protection, environmental protection or materials 

used, for example, which reduces their profits in the short term. The argument that Germany, 
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with its national "go-it-alone" approach (IHK, 2023), puts companies at a disadvantage and 

forces them to assume liability in the event of non-compliance is also not true. The United 

Kingdom, France, Austria, Switzerland and the Netherlands, among others, have similar laws, 

which also stipulate due diligence as a duty to act. This is therefore not a special German 

approach. Moreover, it is not a matter of obligations to succeed or guarantee liability, but of 

obligations to make an effort. Public criticism suggests that especially companies in risk sectors, 

which have so far only insufficiently or not at all dealt with their supply chains or are 

particularly aware of their lack of standards, are lobbying especially loudly against the LkSG. 

Companies that also stand up for better working conditions and social standards in the public 

perception and have already anchored these independently in their supply chains and with their 

suppliers fulfil the criteria of the LkSG anyway and therefore do not publicly voice any 

criticism.  

On the other hand, the great commitment of civil society actors and initiatives is seen as the 

great driver of the anchoring of a German law. Person 8: "There have been and continue to be 

many terrible experiences with accidents in large production facilities. And over and over again 

they have caused a big outcry. But everything went on as before. And it really took an initiative 

initiated by civil society that led to this report. And that was, I think, the breakthrough at the 

international level. And that was only possible quite clearly because many, and indeed 

worldwide organizations put pressure on us, that I am firmly convinced we could not have 

done." Advocates make it clear that in the long run, implementing the due diligence 

requirements mentioned in the LkSG can actually benefit companies, as it makes supply chains 

more resilient, can prevent undesirable competitive advantages through social and ecological 

dumping, and can be a purchasing argument in public procurement (Initiative 

Lieferkettengesetz).  The human rights officer of an MNC emphasises that the LkSG and also 

the associated transparency among suppliers can result in further benefits, through improved 

information and knowledge, for example in the areas of compliance violations, anti-trust law, 

money laundering. 

 

7.3.  Possible Disadvantages for Companies 
Based on the evaluation of the expert interviews, the following points can be named which are 

assessed as weaknesses of the law or possible obstacles in the implementation for companies. 

 

Fear for competitiveness and losses 
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The biggest concern from an economic point of view is possible losses and a reduction in 

competitiveness on the global market. This argument is certainly the most present and most 

frequently justified concern in the public debate against a LkSG. However, in view of the 

analysis of the interviews, it does not seem to have become entrenched, at least among the ten 

experts. The member of parliament explains to what extent this concern was taken into account 

in the LkSG: "That additional regulation of companies through the Supply Chain Act will lead 

to an exodus of German companies was a concern of various business associations in the 

discussion at the time. This concern was met by regulating an introduction in stages in the law 

and setting a generous transition period of 1 ½ years since the law was passed in summer 2021. 

Since 01.01.2023 the law applies to companies with 3000 and more employees and from 

01.01.2024 to companies with more than 1000 employees, in the form that a report does not 

have to be submitted until one year later in each case." (Person 5) 

Person 6 criticises: "This is always the same bogus argument of the business associations, which 

they have often put forward for any new regulation, but which has never been proven true, apart 

from a few exceptions. Even in the general consensus (persons 1, 3, 4, 5, 6, 7, 8) of the 

interviewees, this argument is assessed rather as a bogus argument, since the LkSG as a single 

law does not even have the regulatory span to change or restrict competition to such an extent. 

The only exception is the duty to withdraw from business relations (§ 7 para. 3) and may be 

necessary in case of doubt and under certain criteria, among others if the violation of a protected 

legal position or an environmental duty is assessed as very serious and no remedy is brought 

about within a specified time. From the perspective of an affected company (person 10): "I don't 

see any competitive disadvantages, but on the contrary, with the implementation of the LkSG 

we ultimately also realise our performance promise that we want to make people's lives better 

with our products and services, and for me this naturally also includes compliance with labour 

standards and human rights standards". Person 8, emphasises that the binding standards defined 

in the LkSG also fulfil commitments made by the German state at the international level: 

"Human rights are not voluntary; human rights are an obligation for all member states of the 

United Nations. That's why I think it was imperative that such a law was introduced with 

binding force". The fear of possible losses can be based on the theoretical assumption of 

political economy with the compulsion of companies to accumulate capital, which leads them 

to accept poor labour standards in order to remain competitive (Mayer & Gereffi, 2010). 

 

 

Locational disadvantages and offshoring 
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Another disadvantage feared by companies and sometimes understood as a threat in the public 

debate is the offshoring of companies due to regulation. Person 9 says that examples of 

relocation of production abroad generally have nothing to do with the LkSG, but are pure cost 

optimisation. So moving production to "best cost countries" has more to do with other reasons.  

Person 2 and person 4 see this argument as a bogus argument of the associations to prevent such 

a law, person 4: "This is a fake argument that is used for every kind of regulation and can be 

transferred one-to-one to all other environmental laws or similar that have existed in recent 

years. In addition, person 4 emphasises that companies decide according to economic criteria 

and the costs of implementing the LkSG are low. Person 10 says: "Well, first of all I would say 

that we will not move any sites because of the Supply Chain Due Diligence Act. It is absolutely 

clear to us that the Supply Chain Due Diligence Act and its implementation is relevant for the 

entire group and also our policies, which we have for the human rights declaration of principles, 

other policies in the correspondence, which apply throughout the entire group. 

Person 10 emphasises that companies leave because of other things, such as possible higher 

investments, too much bureaucracy and not because of the LkSG. In this respect, it is interesting 

to note the statement by the German government that the law is explicitly intended to promote 

the principle of "empowerment before disengagement". The BMZ notes that companies are 

actively supported in implementing the requirements - also in developing countries (BMZ 

2023). 

 

Lack of overview of suppliers and sub-suppliers 

Person 4 notes that it can be difficult for companies to obtain certain information about 

suppliers. Person 5: "Especially for companies with complex global supply chains, it can be 

difficult to ensure compliance in all areas and to guarantee transparency along the entire chain. 

But overall, in my view, the advantages outweigh the disadvantages." 

This justified concern of a member of parliament and a scientist is contradicted by person 6: 

"Good examples, such as Fairtrade Cotton, many a small eco-fair label, Fairphone, Shiftphone 

or, in terms of ecological care, the GOTS label, show that change and adoption of care is 

possible even in the deep supply chains if the will is there and investment is made in sustainable, 

stable supply relationships." The shop steward of one MNC also confirms: "I don't have an 

overview of the whole supply chain, but the company does, as this is essential for recording 

audit results as well as implementing actions when and where necessary" (person 9). The human 

rights officer of another MNC notes: "I would not say that we have a complete overview of our 

suppliers. But we do have a good overview. And this system that the purchasing department 
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uses, of course all our suppliers are listed there and of course we do not buy from these suppliers 

every year. But the former suppliers remain in this system. And we are currently in the process 

of improving and updating the processes in structures within the framework of the LkSG. 

In this regard, it must also be clarified that the LkSG only presupposes a duty of effort, 

according to which the due diligence obligations are subject to an appropriateness proviso, 

which is based, among other things, on the company's possibilities of influence and the 

contribution to causation (cf. para. 1, 2 LkSG).  In the evaluation of the initial reports of the 

companies concerned and the information on the risks identified, measures taken and the 

assessment of their effectiveness, conclusions can then be drawn for a possible tightening of 

the LkSG, if the duty of effort as such enshrined in the law is not sufficient.    

The human rights officer of an MNC notes with regard to the associations and their resistance 

to the LkSG: "Maybe this resistance will dissolve in the course of time. Simply because the 

associations will then also realise that the [LkSG] not only restricts competitiveness, but also 

opens up opportunities" (Person 10). 

 

Additional costs and bureaucratic work 

From a business perspective, the chairperson of the works council of an MNC confirms: "In 

terms of disadvantages, the extra costs of implementing and enforcing the LkSG could be seen 

as disadvantageous compared to a company that does not have these extra costs." (Person 9).  

The establishment of implementation and monitoring structures is assessed as an additional cost 

factor (Schur-Matulewicz, 2022: 272). The BMAS puts the one-off costs for the German 

economy at 110 million euros, and the additional annual costs are estimated at 43.5 million 

euros (BMAS). The human rights officer of an MNC confirms that the approximate additional 

costs in his own company can also be quantified at around 0.002 per cent of annual turnover. 

In his own company, these additional costs are mainly due to the fact that more employees were 

hired and new tools were purchased for implementation. (Person 10). In relation to the annual 

turnover of a company, the additional costs for the implementation of the LkSG can therefore 

be considered a financially feasible cost implementation, which at least for MNCs does not 

represent an economic threat or could cause mass bankruptcies. The possible additional costs 

are also justified by the additional bureaucratic workload resulting from the preparation of the 

report. In this regard, it should be noted that advances in digitalization and artificial intelligence 

enable the use of data collection tools that, according to Person 3, significantly reduce the 

additional workload for companies. 
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7.4.  Opportunities and advantages of the LkSG  
In addition to the fundamental interest under international law in anchoring due diligence 

obligations by companies due to the continuing violations and disregard for human rights and 

environmental damage, the further elaboration will now name the opportunities and advantages 

of the LkSG that were mentioned by the experts in the interviews. 

 

Potential for change and pressure to act  

With the LkSG, Germany fulfils its international obligations and expands the level playing field 

of legal due diligence obligations for companies in Europe. The German LkSG can also serve 

in parts as a model for other countries and ensure imitation at the international level. With an 

EU law at European level, this potential for action would be increased even further. Person 1: 

"Yes, I believe that the LkSG can help to ensure that human and labour rights and environmental 

rights are better protected. But it can only work on the condition that we know what is going 

on in the supply chain in the first place. Person 5 also notes that the increased awareness has 

created a better consciousness in civil society: "The positive development was that through this 

process, beyond individual scandals, many consumers first became aware of the poor human 

rights, labour rights and polluting conditions under which many of their consumer goods are 

produced" (Person 5). 

 

Credibility, public pressure and consumer loyalty 

Reputational risk is now considered one of the biggest risks for companies (Burckhardt, 2013: 

1). Person 3 notes that companies want to avoid possible reputational damage that could result 

from sanctions for due diligence violations. Furthermore, companies know that NGOs can also 

sue them in case of fundamental violations due to the possibility to sue enshrined in the law, 

which would lead to a negative public perception and, in case of doubt, scare off potential or 

existing consumers, lenders or financial institutions and result in financial losses. The 

increasing public debate and demand for humane and ecological production is also an 

increasingly important purchasing argument for consumers. Person 1: "But I see this [in the 

LkSG] as the big competitive advantage for companies to gain serious credibility for respecting 

such human and workers and environmental rights, which is becoming more and more 

important for people here". According to Scheper companies to have an interest to get involved 

in the concept of human rights and implement CSR, because otherwise they fear to leave the 

interpretation of human rights entirely to NGOs and IGOs (Scheper, 2015: 745). As part of a 

business strategy: “Human rights due diligence can be a game-changer for companies: from 
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‘naming and shaming’ to ‘knowing and showing’. Naming and shaming is a response by 

external stakeholders to the failure of companies to respect human rights. Knowing and showing 

is the internalization of that respect by companies themselves through human rights due 

diligence” (Ruggie, 2010).  

It can also still be assumed that there are consumers who prefer lower quality combined with a 

cheaper price and thus also knowingly accept the disregard of minimum standards in 

production. Through a LkSG, this moral purchase decision is now elevated to a higher political 

authority and fair consumption is no longer "negotiated" as a price consideration (Oslislo, 2017: 

73f.). Person 5: "People are increasingly questioning the origin of the products they consume. 

Responsible supply chain management can greatly improve a company's reputation and 

increase consumer confidence. By identifying and managing risks in supply chains, companies 

can also reduce potential negative impacts on their reputation, operations and finances." 

Person 10 states that especially companies in the be-to-be sector are often in a sandwich position 

between the demands of the customers (which are very high especially in the high price segment 

and with high quality requirements) and between the legal requirements and their own 

commitments. Therefore, it is also relevant that consumers take fair consumption more into 

account in their purchasing decisions and their consumer behaviour and thus consciously either 

support or avoid certain companies. Another point made by person 8 is that a new mentality is 

emerging in society with regard to appreciation of products and labour. The debate on fair 

consumption has also been increasingly addressed in the literature of the last decades in view 

of limited resources and negative consequences of economic trade on society and the 

environment11. 

 

Resilient and crisis-resistant supply chains 

The independent topic expert explains: "Overall, there is also the thesis, which was also partially 

proven in the context of the pandemic, that supply chains are even more resilient if they are 

more sustainable. This means that if I know my suppliers, if I know exactly where my raw 

materials or intermediate products come from, then I can better anticipate if there are 

disruptions. (...). That means that [the LkSG] is also a kind of opportunity - I now have to deal 

with my supply chain, but that can also lead to my supply chain becoming more stable, more 

intelligent and I am in a better position than before” (Person 3). The entrepreneur expert notes 

that the risk analysis of one's own supply chains required by the LkSG can also lead to better 

 
11 The exciting question of fair trade, sustainable consumption and ways out of capitalist economic growth 
towards a post-growth way of life are also explored by: Mason, 2016; Creydt, 2014; von Hauff & Jörg, 2017; 
Burkhart et al., 2020; von Hauff & Claus, 2018. 
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identification of risks and thus make the supply chain more resilient. In addition, it puts the 

focus on action steps relevant to the company for the future vis-à-vis suppliers and possible 

dependencies (Person 10). 

 

Advantage of action for an EU law 

With regard to an EU law, the German LkSG offers companies in Germany the opportunity to 

already successfully implement structural changes with the anchoring of due diligence 

obligations in their own company. Person 3: "It is now also against the background of European 

regulation a kind of chance that German companies are already ready, have already prepared 

themselves or the processses are also already being implemented when it comes at the European 

level". The Member of the Bundestag also predicts: "It is a competitive advantage for Germany 

to already have experience with due diligence regulations, because first countries have already 

introduced them and soon there will also be such a regulation at the EU level. There is a better 

awareness among the public"(Person 5).  

 

7.5.  Identified weaknesses of the LkSG  
In addition to the possibilities and identified opportunities of the law, experts also identify 

weaknesses that prevent stronger regulation and thus also better anchoring of human rights and 

environmental standards.  

 

Limitation to a certain company size   

The application of the law to a certain company size is unanimously named by the experts as 

the biggest weakness of the law. As a result, entire sectors are left out or are not affected if they 

are organized as medium-sized enterprises and have fewer than 3,000 or, from 2024, fewer than 

1,000 employees. A consideration of SMEs from risk sectors would have been desirable, as 

smaller companies can also operate in critical markets (Schur-Matulewicz, 2022: 180).  

Person 8: "The shortcoming in the old as well as the new law is about setting the minimum size 

of companies, so now at 3000. I think this restriction will mean that many problems will still 

exist. But at least, it's all better than what was before." With the current framework reference 

size of companies with more than 3000 employees, only about 900 companies are affected. 

Most national laws (e.g. the UK Modern Slavery Act) are also based on certain benchmarks, 

such as a certain annual turnover. However, the law must apply to as many companies as 

possible in order to create a level playing field. According to experts, the implementation of the 

standards of the current LkSG is also possible for small and medium-sized enterprises. The fact 
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that transparency and the implementation of higher environmental standards and fair working 

conditions are possible right down the supply chain is already being demonstrated by both large 

and small companies worldwide (Öko-Institut, 2020). Person 1 proposes a threshold of 500 

employees, as discussed for the EU Directive. 

 

Limitation to direct suppliers 

The application of the LkSG to only direct suppliers also leads to the fact that the people most 

affected by human rights violations, i.e. the workers in the production countries, are in case of 

doubt not considered in the discretionary scope of the LkSG. In addition, the "Substantiated 

Knowledge" defined in the special rule §9 LkSG means that the indirect suppliers are only 

examined on an ad hoc basis, i.e. if there are actual indications that make a violation of a human 

rights-related duty appear possible. This demarcation bears the risk that such violations are 

deliberately not seen in order to avoid compulsory action. The Member of the Bundestag 

criticizes, that the LkSG only covers the due diligence obligations of companies for direct 

suppliers: "We also criticized the reduction of due diligence to direct suppliers. This undermines 

a fundamental concept of the United Nations Guiding Principles on Business and Human 

Rights" (Person 5). For indirect suppliers, however, it also applies if there are indications of 

violations. From the extraction of the raw material to the delivery to the end customer, it 

therefore does not completely cover the supply chain.  

 

Absence of civil liability and lawsuits 

The lack of civil liability under German law was criticised not only by initiatives but also by 

the Bündnis 90/Die Grünen parliamentary group in the Bundestag, which criticised the law as 

too weak and submitted four amendments to the Bundestag for improvement. Currently, victims 

are allowed to sue, but the law of the home country applies. This makes it very difficult for 

injured parties to sue for adequate compensation for the injustice they have experienced. Also, 

the fact that only very large and exclusively German-based companies are covered by the law 

massively limits the effectiveness of the proposed law. Schur-Matulewicz notes the lack of a 

civil liability act in light of legal developments. The lack of a civil action can also make it more 

difficult for affected persons to complain and significantly increase the costs of a possible 

lawsuit. (Schur-Matulewicz, 2022: 182).  The LkSG does not create new civil liability regimes. 

NGOs and trade unions do not have their own right of action; they can only support affected 

persons in their legal action. Person 4 emphasises that the liability regulation lacks a strong 

enforcement instrument. However, this liability regulation is supposed to come at EU level, but 
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is being tried to be weakened at German level with Safe Harbour regulations. "Germany is 

ultimately trying to repeat the same mistake from a regulatory perspective that they already 

made with supply chain due diligence" (Person 4). 

 

Limits of a level playing field approach  

Another weakness is the law's limited effectiveness, since the LkSG only has an effect at the 

national level and cannot change much globally. In addition, the effectiveness of regulatory 

measures in global competition can only unfold if there is as level a playing field as possible in 

the sense of transnational law. 

As a logical consequence, person 3 notes that there is simply no international law and thus no 

standard that is binding for all companies. All experts are in favour of anchoring due diligence 

in the sense of a global law. Person 6 emphasises the opportunities: "An (at least equally) strong 

EU supply chain law would mean equal challenges and thus also competitive conditions for all 

European companies or even companies active in the EU and thus create a level playing field. 

In addition, companies could then also join forces internationally on a larger scale, e.g. to 

improve conditions in a supplier factory from which several companies source products." 

Person 9 also notes: "I would absolutely support an international and legally binding law on the 

supply chain. Among other benefits for people and nature, the possibility of moving production 

to other 'looser' countries is no longer as attractive for companies." Person 8 further notes that 

at the international level, labour standards in the global division of labour need to be further 

negotiated so that ILO standards or UN principles become more binding and more relevant. 

Person 3 predicts that there will be more international legislation on this, independently of the 

European law. And the topic is also one that I would say will be an important aspect for 

investors or other actors. This means that it is a kind of opportunity to prepare for this at an 

early stage. The topic expert sees the creation of a smart mix, in the sense of voluntary and 

binding measures at transnational and national level, as a great opportunity for change. 

 

Lack of environmental and climate protection  

Several experts (Person 1, 3, 8) explicitly note that the LkSG does not take climate protection 

and the environment into account enough and that they see little potential for improvement for 

the prevention of environmental damage. External costs caused by business activities, i.e. long-

term consequences of environmental destruction, pollution or the generation of waste, are also 

not sufficiently recognised as an overarching issue. Depending on the sector, up to 90 per cent 

of greenhouse gases and air pollution are produced in the supply chains. For example, land and 
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water consumption in the food and textile industries is almost entirely at the supplier level 

(BMWK 2023). In this respect, the LkSG has missed the opportunity to anchor effective 

regulations for environmental protection alongside labour standards. 

 
 A fundamental critique and acknowledged problem is the inequality in the scholarly debate on 

trade, industrial relations design and opportunities for improvement, which is strongly led by 

actors and institutions from the global North. The dominance of scientists from developed 

countries in the global literature is another feature of this inequality. This imbalance can lead 

to the neglect of the perspectives and needs of people and communities in the Global South. 

These issues are also visible in the implementation and anchoring of the LkSG. A possibly 

affected seamstress of a direct supplier in the textile industry in Bangladesh will probably never 

know that she is affected by a national law through the German LkSG and that her human rights 

have thus also been anchored in a legally binding way. Furthermore, even when looking at the 

political derivation of the LkSG, no major involvement of locally based NGOs or affected 

groups can be identified that would enable a perspective of the conditions on the ground.  

Nevertheless, the expert from IG Metall emphasises that although fundamental and elementary 

human rights violations occur disproportionately often in the countries of the Global South, 

labour rights and environmental standards are also circumvented or disregarded in Germany 

and the EU. At a deeper level of employment, such as issues of health protection, access rights 

for trade unions or wage dumping in the low-wage sector, also in Germany, better awareness 

would therefore have to be created and the debate would have to start already with the analysis 

and questioning of one's own local and regional labour relations (person 1).  

In this regard, it is also important that companies are supported in their design and 

implementation by political institutions and guided towards successful anchoring by means of 

rapid measures and transparent and unbureaucratic instruments, which, if possible, also include 

the perspectives of the global South and those affected. In this regard, Person 6 suggests that 

more training and further education be carried out in the production facilities in order to better 

inform employees about their enshrined rights and to pass on the resulting results and 

experience reports to BAFA in the next step. Overall, several experts note that the 

implementation of the LkSG would benefit enormously from better networking of the actors 

concerned and the creation of platforms for the exchange of best practices or knowledge (Person 

1, 3, 6, 9). 
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Despite the identified opportunities and advantages of the LkSG, the experts still see further 

possibilities for improvement that would make the LkSG more effective and efficient. These 

are summarised below in bullet points: 

o Sector-specific design of specific measures (Person 4, 10). 

o Capacity building and networking by involved actors (person 10) 

o More co-determination rights in companies through works councils and trade unions 

(person 1, 9) 

o More transparency in the disclosure of company reports (person 6) 

„Transparency makes democratic control possible” (Germanwatch)  

The last point mentioned, the lack of transparency, will be briefly addressed here. BAFA, as 

the competent authority and recipient of the annual reports of the companies concerned, does 

not itself publish any information on which and how many companies are actually covered by 

the LkSG. This justified point of criticism by the trade unionist (Person 1) makes access to 

information also for civil society considerably more difficult and limits public scrutiny by trade 

unions, NGOs and other civil society actors, as they do not know which companies are legally 

obliged to comply with the LkSG. Especially in view of an EU-law and the enormous increase 

of companies connected to it, transparent access to information is necessary in order to initiate 

possible violations and resulting complaint procedures. the complexity of supply chains 

requires more transparency for the companies involved as well as for interested consumers and 

is one of the most important topics in the debate around sustainable supply chain management 

(Kampffmeyer, 2017: 23).  

 

8. Conclusion 

The aim of this work was to find out to what extent the German Supply Chain Due Diligence 

Act (LkSG) can improve unequal participation in the global division of labour and promote a 

sustainable economic model. As expected, the quantitative evaluation of the literature and the 

qualitative analysis of the expert interviews showed that there is still a long way to go before a 

world in which there are no more violations of human rights or environmental standards along 

global value chains, regardless of whether they take place in industrialised or developing 

countries. The evaluation of the interviews resulted in a critical but fundamentally positive 

assessment of the German LkSG, who see the potential to achieve a real improvement for 

workers in global supply chains in the global South by anchoring due diligence obligations in 

law. Especially the implementation of further, ideally international, legislation following the 

LkSG, as envisaged with the EU law, would strengthen central regulation and contribute 



 

 

52 

positively to long-term development. Moreover, it can be stated that the German LkSG, which 

has been in force since 2023, is an important step towards anchoring and securing labour 

standards in the global division of labour in GVCs. The German government is thus also 

fulfilling its own responsibility and the obligations already laid down in international 

agreements, which have already been anchored in national legislation in other European 

countries.  

Referring to the developed research question, it can be pointed out that the LkSG is an 

implemented domestic policy instrument in an increasing series of other European policy 

instruments for corporate due diligence in supply chains. As individual instruments, these can 

be assessed as relatively effective. But by creating a level playing field, regulatory laws in a 

deregulated capitalist market can improve the participation of all actors. By involving as many 

actors as possible in the sense of a smart mix, a higher impact can be expected. The LkSG as a 

law with transnational effects creates a form of global governance that requires the participation 

of several actors, but is carried out by the state in the creation of framework conditions. The 

LkSG thus also shows that the nation state is still to be assessed as the primary actor for 

regulatory processes and can also shape political and economic processes beyond its national 

borders.  

Nevertheless, in order to improve the existing unequal power relations and dependencies of the 

countries of the global South, a fundamental change in the design of the capitalist world 

economic system and the measurement of growth in social market economies is required. 

In conclusion, the German government has taken an important step in the debate on fairer 

supply chains and safeguarding human rights and labour standards by making corporate due 

diligence legally binding for the first time in the LkSG, thus going beyond the previous 

voluntary approach. The momentum and public attention should be used to initiate further 

regulatory steps in the design of global production and commodity chains and the division of 

labour. The evaluation of the results of this work shows that the LkSG is in principle a good 

first step towards achieving the goal of just and fair supply chains in a global division of labour. 

However, it is legitimate to ask whether the impact of the LkSG is underestimated at the global 

governance level, because as long as there are only national laws for corporate due diligence, 

there will always be companies that continue to have products manufactured in risk areas and 

do not respect or protect human rights or environmental damage along the supply chain. 

 
In the conclusion, domestic policy instruments such as the LkSG can only change global 

governance structures if they become a collective push for a stronger governance mechanism 

through the implementation of as many nation states as possible. This reflects the assumption 
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that national policy can drive international norm-setting and that the nation state remains the 

primary actor to initiate the previously mentioned governance structures. The review 

highlighted the power dynamics created in international relations by MNCs and their economic 

power to resist laws and regulations by the nation state. The increased influence on institutions 

and international agreements as a function of mutual interests highlights the tension between 

state-driven instruments and corporate interests. Theory suggests that nation-state actors in 

interaction with international organizations and civil society actors as a joint global governance 

can be most effective in steering global governance and countering it on a transnational level. 

Thus, instruments such as the LkSG can only change global governance structures to a very 

limited extent, but they do provide the basis for deepening and creating a global playing field. 

 
8.1.  Discussion of research findings  
The results of this work are important in several respects. First, they shed light on the complex 

dynamics and conflict of interests of multiple stakeholders and actors in the debate on national 

regulatory laws for supply chains, especially in the profitable and competitive sector of the 

global division of labor. The paper critically and comprehensively justifies why voluntary 

compliance with human rights or environmental standards by companies does not take place 

and why regulation, contrary to the neoliberal theory of political economy, must take place 

through the state as governance. Second, the paper highlights the impact on the political 

economy of strengthening state regulation of economic activities. The existing power 

imbalance between companies and governments in global supply chains can be controlled and 

enforced through the legal obligation to comply with human rights and environmental standards 

by government agencies, such as BAFA in the case of Germany. This shift in power dynamics 

and Global Governance, based on the theoretical debate following the analysis, can reduce 

dependencies of developing countries in the Global South and overcome the identified 

regulatory governance gap. The results obtained also shed light on possible incentive structures 

for companies and the resulting changes in corporate behavior. However, according to the 

study's findings, the structural changes can only be achieved through consistent monitoring and 

implementation of the LkSG and subsequent global laws that prevent potential competitive 

disadvantages for companies. This study challenges the traditional self-understanding of the 

growth and prosperity premise as the economic model of developed countries, which stands in 

stark contrast to the obvious weaknesses and vulnerabilities of this model in terms of wealth 

distribution, existing inequality and exploitation, and its lack of resilience in the face of 

financial crises or the Covid 19 pandemic. The discrepancy is particularly evident in the 

comparison between concluded agreements such as the SDGs and the climate and development 
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goals of the German government and the actual implementation to date, as well as the seemingly 

non-existent political will to contribute to the achievement of these agreements and goals 

through stronger regulation of companies. These findings contribute to the broader discourse 

on sustainable development in global supply chains and an economic model that follows the 

theory of post-growth and strives for an economic and social model that works within planetary 

boundaries and ecological resources and consciously reduces growth and consumption. 

 

8.2.  Limitations and future research 
Due to the given scope, the work could only look at a number of important contexts or 

developments in an abbreviated or summarised way. Thus, the increasingly critical academic 

debate on the world economic model of neoliberal capitalism and possible alternative models 

of post-growth and post-capitalism could not be illuminated. The debate on political economy, 

which deals with the interplay of politics and economics and the relationship between the free 

market and state intervention in the sense of a social market economy, can also only be 

summarised. furthermore, my research is almost exclusively limited to the perspective of 

industrialised countries and the theories or arguments mentioned in my research were also 

almost exclusively written by theorists from the industrialised countries of the global North. 

My research was also limited in the sense that I did not know or experience the conditions and 

processes in supply chains practically and on the ground. A comparison of the German law with 

other national laws, such as the French, British or Austrian law on corporate due diligence, 

would have provided a different perspective on the evaluation of the law, but could also not 

take place due to the limited scope.  The extensive literature and debate on globalization, the 

development of international trade and entrepreneurship in the capitalist economic system has 

sometimes made it difficult to filter out the most important findings in the critical reflection. 

Future research could focus on the evaluation of the LkSG after its introduction in Germany on 

1.1.2023. The evaluation of the predicted or already identifiable improvements in the supply 

chain through a supply chain law elaborated in this thesis creates the basis for further legislation 

at the international level. In this context, further research is also important because it can name 

the potential of moving away from growth and competition orientation for companies and 

consumers. In the face of global challenges and against the backdrop of the succession of crises 

and crisis management strategies of democratic capitalism in a process of societal 

transformation, research on better resilience along the supply chain can identify further 

vulnerabilities. Furthermore, future research should specifically address how state regulation of 

corporate due diligence can be designed in a level playing field with different actors. The 
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regulation of labour conditions and rights as a labour governance debate has only been briefly 

touched upon in this paper and can lead to a better understanding of the interplay of public and 

social governance with the private sector through a comprehensive consideration. With regard 

to the expert interviews conducted with private, governmental, non-governmental and academic 

actors, the intentions and influences of each stakeholder group could be explored in more detail 

in future research. On the economic level, it is interesting to look at the affected companies and 

the assessed potential impacts (such as migration and competitive disadvantages) on Germany 

as a business location. 

 

8.3.  Outlook 
In the broader outlook, the German Supply Chain Due Diligence Act should be seen as an 

opportunity to initiate necessary changes in external conditions against the background of 

existing neoliberal power relations. One could also embed the obvious mutual interests in the 

issue of corporate due diligence as a symbol for a larger social and economic discussion that 

fundamentally asks between critique of capitalism and the political-economic constitution of 

our societies and the necessary realignment in a capitalist system of profit maximisation. 

Capitalism as the basis of exploitation and poor labour and environmental standards will not 

fundamentally change, as the literature shows, because of the dependence of workers and the 

dependence on the sale of their labour power. With regard to the future development of post-

growth and sustainable development, the ecological crisis and its increasing global impact will 

have a major influence on all actors. But this could also create new incentives for multilateral 

cooperation and institutional development of global governance. Current supply chain laws 

must therefore focus on changing power relations in favour of workers in the developing 

countries of the global South, because only then can the law be considered effective, which is 

not possible with the current LkSG due to the limitations analysed. Nevertheless, the LkSG can 

bring about changes in the economy and society and change the development of international 

trade towards a "just globalisation" to close the identified governance deficit at least partially. 

For future development, it is crucial that all stakeholders are actively involved in the process 

and, above all, that businesses and consumers are convinced of the long-term and sustainable 

benefits. Only by finding solutions together and working together can the German Supply Chain 

Due Diligence Act reach its full potential. So the best way to predict the future in this regard is 

to help shape it.  
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