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My starting point for this presentation

What would | recommend myself in late 2020 about
LkSG?

« ...advisor of political actors in the process leading up to LkSG &
CSDDD since 2020

 ...advisor of companies & associations implementing the
HREDD since 2020

 ...publishing analysis on how to draft and implement mHREDD
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Basics on the German Supply Chain Act

Scope

e Passed in 2021, in force since 2023

» Large companies with more than 1000
employees

» Comprehensive coverage of human
rights aspects (ILO Core Conventions,
ICCPR, ICESCR)

 Limited coverage of environmental
aspects (soil, air, noise, water; POPs,
mercury, hazardous waste — but no
biodiversity and unclear on climate)
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Obligations

Comprehensive HREDD
obligations, but unclear regarding

e Tier1&tiern
« MSE
*  Remediation

Risk-based approach, based on
effectiveness & appropriateness

Reporting obligation to be
abolished any week
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Basics on the German Supply Chain Act

Enforcement

* New BAFA division set up

» Competences of risk-based, proactive control and controls related to submissions
by rightsholders

» Potential administrative and punitive fines

» Unclear rules regarding civil liability
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The good

Growing impact, joint learning

Taking the law seriously

« Companies learn to speak human
rights

* International suppliers start to care
more

» Regulatory Race to the bottom
replaced? mHREDD as global trend
(Thailand, Taiwan, Indonesia,
Switzerland, Brasil, Colombia, South
Korea)

Impact and good practice

Some companies implement
practices based on

 Effectiveness and ToC

(Mercedes)

*  Clever prioritisation on top
issues (Hapag)

«  Shared Responsibility (Vaude,
C&A)

* Rightsholder Engagement on
the ground (Lidl)

NGOs & rightsholders are starting
to use the laws mechanism and
create improvements (RTDD,
unions, China Labour Bulletin)
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Dialogue, control and support

 State supports with guidance,
support and tools

»  CSRRisk Check
* (uidances

*  Helpdesk

* Sector dialogues

» BAFA takes dialogue-based control
approach

« Based on UNGP/OECD aligned
understanding

e Talkfirst, fine second (or
never...?)


https://group.mercedes-benz.com/dokumente/nachhaltigkeit/produktion/mercedes-benz-raw-material-report.pdf
https://www.hapag-lloyd.com/content/dam/website/downloads/pdf/HL_LkSG-Bericht_2024_DE.pdf
https://api.fairwear.org/wp-content/uploads/2025/09/Vaude-Brand-Performance-Check-2025.pdf
https://www.responsiblecontracting.org/uptake
https://unternehmen.lidl.de/pdf/show/50817

The bad

The three pillars of Potemkin’s HREDD

Food for bureaucracy monsters

» ...Your SME suppliers will love this
one

* One-size fits all questionaires "do
you respect the prohibition of child
labor™”

« Automatization can support, not
replace HREDD - but often false
promises lead to companies
investing scarce resources in
bureaucracy, not impact (in detail)

Outsourcing responsibility

e ...and this one

» Risk & responsibility shifting
clauses "l guarantee no human
rights risks in supply chains”

» Supplier-only obligations of HREDD
of perfection

* No Responsible Purchasing
Practices

* No cost sharing
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HREDD as a HQ practice

...and rightsholders will rejoice on

Sitting in the HQ, looking at nice
dashboards, ticking boxes

Send in the questionnaires!
Send in the auditors!

Lack of on the ground action & root
cause analysis

Supplier& rightsholder
engagement lost in action


https://www.haufe.de/sustainability/soziales/interview-streibelt-lksg-tools_575770_655546.html
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Captain Hindsight's speech

how things could have been — and still can
be improve(d) by compantes and states



Prioritisation

Making HREDD manageable

Companies: be bold, prioritise

 Effectiveness, appropriateness, prioritisation as clear
guiding principles

« Effectiveness & appropriateness give companies the
freedom & discretion “flexible Ermessens- und
Handlungsspielraum” (BT-Drs 19/28649) needed to
manage a complex world

*  Freedom with responsibility - justify actions

« Effectiveness: do nothing that does not have a plausible
chance of working

* Appropriateness & prioritisation: do only as much of the
effective action as you can
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States: be practical, not abstract

* Give guidance early
* Lawtobeimplemented 1/2023 - Guidance needs to be
there at least one year before!
 Give practical guidance
*  Lessbuzzwords(“collaborate as a sector”...)

*  More practical examples for corporate processes of
prioritisation (here, p. 6 Link)

«  Spelling out clearly - effectiveness & appropriateness is
not about certainty and perfection, but responsible and
plausible judgements

« Translate dogmatics of discretion mistakes to a new
dogmatic of appropriateness mistakes


https://lieferkettengesetz.de/wp-content/uploads/2025/06/250613_Lessons-from-Germany-for-the-Omnibus_expert-assessment_Schoenfelder.pdf

Effectiveness
Making HREDD meaningful

Companies: more meaningful & less superficial

» More meaningful action

* Root cause analysis & theory of change thinking for
actions

« Change management thinking for implementing HREDD

« Engagement with suppliers based on decent on risk
analysis - sector based questionnaires

* HRIA & rightsholder engagement
*  Supplier engagement on the ground

« ()

* Less superficial action
« Too many little units inhibits scaling of meaningful action

* Solution: aking supply chains & products or countries, not
suppliers as the basic unit of HREDD
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State perspective: help create deep focus

» Create common knowledge goods — do not make people
rent the wheel again and again

»  Provide public data on typical risks for important sectors
and countries, living wage data

« ..intypical risk scenarios, with typical supply chain
structures

e ...inamachine-readable format

e ...accompanied with practical templates

* Make requirements clearer
 Ex-ante effectiveness means...
* ToC & RCA thinking

* Rightsholder & supplier engagement and on the
ground action



HREDD as teamwork - shared responsibility

Companies: suppliers as partners, not subordinates

+ Shared Responsibility HREDD

*  Respecting supplier HREDD - interoperability,
equivalence...

*  Supporting supplier HREDD - guidance, pricing, RPP,
incentives...

* Recognizing limits - adapting to risk level, maturity, size
- ()
» Use the power of Responsible Contracting — spelling out
meaningful manuals for HREDD with suppliers
«  Continous improvement, not perfection
* Shared responsibility & own contributions
* Responsible Purchasing
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State perspective: lay out tools & guidance

* Giving practical guidance on shared responsibility in
HREDD

* (Good example: BAFA & Helpdesk, Collaboration in Supply
Chains

e  Prioritisation formulas for RPP

» Supporting with tools

»  (General Model Contract Clauses - Good example: Art. 18
CSDDD and EMCs

»  Sector Specific Model Clauses
« Adapted to typical risk, actor, power structure



Thank you for your attention!

Daniel Schonfelder
Lawyer | partner

schoenfelder@bluemarble.legal
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