
PROCUREMENT GLOSSARY

Whistleblowing: Whistleblowing
systems as compliance and risk
protection in procurement
Whistleblowing refers to the reporting of misconduct, legal violations or irregularities by

internal or external whistleblowers. In DACH industry, whistleblowing is no longer a pure

compliance topic but an effective early warning system that also uncovers supply risks, quality

defects and corruption in procurement. It is gaining in importance for procurement and supply

chain managers because supply chain violations are increasingly relevant to liability. This

article explains the definition, legal foundations, practical implementation, key figures and

current developments relating to whistleblowing in industrial procurement.
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Key facts at a glance

01 Whistleblowing encompasses the reporting of violations by employees, suppliers or

third parties via internal or external reporting channels.

02 In Germany, the Whistleblower Protection Act (HinweisgeberSchG) obliges companies

with typically 50 or more employees to operate internal reporting systems.

03 Protection includes in particular the prohibition of retaliation and the confidentiality of

the whistleblower's identity.

04 For buyers, whistleblowing is an early warning indicator of corruption, violations of

delivery requirements and supplier problems.

05 Effective whistleblowing systems complement instruments such as the Supplier Code of

Conduct, supplier audit and procurement code of ethics.

06 Report processing times should in practice typically be under three months for feedback

to the whistleblower.
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Definition: What is whistleblowing?

Whistleblowing is the reporting of information about actual or impending violations of laws, internal

rules or codes of conduct by persons working in an organisation or its supply chain. In an industrial

context, this concerns not only compliance violations but also product counterfeiting, documented

quality fraud or environmental and occupational safety violations at suppliers.

Distinction from the whistleblowing framework

Whistleblowing refers to the act of reporting, while the whistleblowing framework describes the

organisational infrastructure: reporting systems, processes, responsibilities and documentation. A

functioning whistleblowing framework makes whistleblowing operational by providing clear channels,

processing deadlines and protection mechanisms. Buyers should distinguish between the two terms

when introducing systems or assessing suppliers.

Internal and external reporting channels

Internal reporting channels are channels within the company, such as a compliance hotline, a web

portal or direct reports to compliance officers. External reporting offices are public authorities or – for

certain reporting areas – Bundestag or EU bodies. In practice, internal channels should be preferred

and made attractive, as they enable the company to investigate and remedy issues at an early stage

before external bodies or the media become involved.

Whistleblowing in the supply chain

Reports concern not only one's own company but increasingly suppliers: forced labour, impermissible

subcontractors, manipulated inspection reports such as a falsified Initial Sample Inspection Report

(ISIR) or environmental offences upstream. Anyone seeking to meet supply chain due diligence

obligations, for example under the Corporate Sustainability Due Diligence Directive (CSDDD), needs

mechanisms through which employees in the supply chain can report grievances. The whistleblowing

system thus becomes an element of supplier risk management.

Legal foundations and obligations

In Germany, the Whistleblower Protection Act (Hinweisgeberschutzgesetz, HinweisgeberSchG)

regulates the obligations for internal reporting systems, protection against reprisals and the handling of

reports. In addition, EU requirements, data protection law and liability-related requirements from the

supply chain apply. The details must be examined on a case-by-case basis, for example depending on

company size and industry.

HinweisgeberSchG and reporting obligations

Companies with typically 50 or more employees must in practice establish and operate internal

reporting channels. Reports must be treated confidentially, whistleblowers must be protected from

retaliation and feedback must be provided within defined deadlines. Violations of these obligations can

be penalised with fines. The specific thresholds and exceptions should be reviewed legally, as
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implementation obligations differ according to headcount and reporting channel.

Protection against retaliation and confidentiality

Whistleblowers must not be disadvantaged because of their report, for example through dismissal,

transfer or exclusion. The identity may only be disclosed without consent where this is legally

imperative. Persons connected with the whistleblower are also generally protected. Procurement

management must respond with particular sensitivity, because reports from procurement frequently

concern internal participants – for example in contract awards with suppliers or in the manipulation of

bidding procedures in tenders.

Interfaces with supply chain laws

Whistleblowing systems overlap with complaints procedures under supply chain laws. An integrated

system that accepts both internal and supply chain-related reports reduces duplicate structures and

closes gaps. Those who already operate a Supplier Code of Conduct, child labour risk assessment and

supplier audit should connect complaints mechanisms to these processes so that reports are

consistently pursued and documented.

Methods and approach: setting up a whistleblowing system

An effective system is not created by a hotline alone, but by a closed process from report through

investigation to action. Clear responsibilities, documented procedures and a culture that regards

reporting as a contribution are important.

Selecting the reporting system and channels

In practice, a combination of at least two channels has proven effective: a personal route (such as a

named, independent person) and a technical route (web portal or telephone), the latter typically

capable of anonymous use. The channel must be barrier-free, multilingual and accessible to suppliers.

Large companies sometimes operate central systems with decentralised investigation; the use of

external ombuds offices is permitted provided confidentiality and deadlines are observed.

Report processing process

Every report typically goes through four steps: receipt and acknowledgement within one week,

preliminary review of plausibility and jurisdiction, factual investigation by independent bodies, and

feedback and derivation of measures. Procurement-relevant reports – for example on corruption in

contract award, falsified certificates such as a Certificate of Conformity or concealed defects in the First

Article Inspection (FAI) – are escalated to Procurement, Quality Management and, where applicable,

the legal department. Documentation must be audit-proof yet compliant with data protection.

Involving suppliers

Suppliers should be contractually obliged to maintain their own whistleblowing systems or to use the

customer's system. This is part of a practical Supplier Code of Conduct and is checked in outline during
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the supplier audit. For critical suppliers – such as those with cyber risk at the supplier or indications of

economic instability from the Supplier Financial Health Screening – the existence of a functioning

complaints channel is a relevant selection and monitoring criterion.

Whistleblowing in procurement: role and benefits for purchasing

Procurement benefits twice: as the subject of reports (corruption, bias, award manipulation) and as a

user of reports about suppliers. A strategically understood whistleblowing framework strengthens

negotiation integrity and supplier quality alike.

Prevention of corruption and conflicts of interest

Procurement is typically one of the functions most susceptible to corruption, because high volumes,

discretionary decision-making latitude and personal supplier contacts come together. Whistleblowing

systems uncover in practice cases such as side agreements, acceptance of benefits or collusion in

tenders. In addition, a procurement code of ethics and conflict of interest declarations should exist; the

reporting option acts here as a last line of defence and demonstrably increases the deterrent effect.

Early warning indicator for supplier risks

Reports from the workforce of suppliers – about unpaid upstream suppliers, illegal subcontractors or

leaked process secrets – are often the earliest signals of a crisis before classic indicators such as

missed delivery dates or rising Quality (PPM) figures take effect. Those who systematically link such

reports with Supplier Financial Health Monitoring and Forecast Management can anticipate supplier

exits and failures earlier and initiate countermeasures.

Anchoring in supplier management

Whistleblowing should be integrated into Stakeholder Management: suppliers know that their

employees have reporting channels, buyers know that award decisions are traceable. This increases

acceptance of governance requirements and eases negotiations on additional requirements. At the

same time, it protects the company when internal reports are later used in official proceedings – a

documented, fair internal investigation typically acts as a mitigating factor.

Key KPIs and metrics of the whistleblowing framework

A whistleblowing system can be measured, whereby high report numbers alone are not a quality

feature. Decisive are processing quality, adherence to deadlines and the follow-up of measures.

Process metrics

Key KPIs are: acknowledgement rate and time (target: 100% within one week), duration of the

investigation to completion, compliance with the three-month feedback deadline, proportion of

substantiated reports and proportion of reports with derived measures. Also relevant: repeat reports on

the same topic, which indicate unresolved structural problems, and the proportion of supply
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chain-related reports.

Measuring impact and culture

In practice, metrics indicating effectiveness include the increase in internal reports combined with a

decrease in external reports, results from employee surveys on willingness to report, and the number

of improvement actions generated. Falling report numbers are not a success signal but frequently a

warning sign of a lack of trust. The KPIs belong in the regular compliance report to executive

management and, where applicable, the supervisory board.

Risks, controls and practical mistakes

Common mistakes are oversized systems without investigative capacity, insufficient independence of

investigators and inadequate protection of whistleblowers. Conversely, risks arise from deliberate false

reports and from reports that escalate via side channels such as social media.

Controls and independence

Investigators must act independently of the affected function – for procurement reports, therefore,

organised outside of procurement. Four-eyes principle, logging of decision steps and regular case

reviews are standard controls. For serious reports, an escalated investigation with external support is

common, for example in cases of suspected corruption involving senior managers.

Handling false reports

Not every report proves to be justified; deliberately false statements are not protected and can have

legal consequences. It is important to distinguish between inaccurate and malicious reports: anyone

reporting in good faith remains protected even if the suspicion is not confirmed. This should be clearly

communicated in the system's communications in order to avoid both extremes – reporting fatigue and

abuse.

Data protection and documentation

Reporting systems process particularly sensitive data. As a rule, collection is only permissible within

the framework of statutory purpose limitation; deletion deadlines must be observed. Documented cases

serve as a basis for supplier score adjustments, termination of framework agreements or escalations in

the supplier audit – always while maintaining confidentiality towards the affected supplier until solid

evidence is available.

Current developments: EU requirements, supply chain and
digitalisation

Regulatory requirements are growing and merging: whistleblower protection, supply chain due

diligence and sustainability reporting are converging. At the same time, reporting systems are
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becoming digitalised and integrating into supplier management.

Convergence with supply chain due diligence obligations

Laws such as the German Supply Chain Due Diligence Act and the planned or already adopted

implementation of the Corporate Sustainability Due Diligence Directive (CSDDD) at EU level require

complaints procedures along the supply chain. In practice, these procedures and classic whistleblowing

systems are increasingly being merged. Companies operating both systems separately incur duplicate

costs and inconsistencies in case handling.

Digitalisation and AI support

Modern reporting systems offer anonymous chat functions, multilingual forms and automatic case

routing rules. Analytical approaches can identify patterns in reports, for example a clustering of reports

about a specific supplier or site. Data protection limits, particularly with anonymous reports and

automated assessments, must be examined on a case-by-case basis. What remains important:

technology does not replace the culture of trust, it supports it.

Importance for suppliers and the Mittelstand

Suppliers are increasingly being asked by their customers about their own reporting systems, for

example in audits or sustainability questionnaires. Anyone who is prepared as a supplier here gains a

competitive advantage in tenders. For buyers, it is worthwhile systematically recording the existence

and quality of supplier whistleblowing systems – similar to certificates or capacity data – and feeding

this into the supplier portfolio.

Definition: determination of the term

Whistleblowing refers to the reporting of violations or grievances by persons from an organisation's

internal or external environment, including its supply chain.

Typical metrics

Metric Typical value

Acknowledgement rate 100%

Confirmation of every report within seven days

Whistleblower feedback deadline <= 3 months

Statutory requirement to provide information on investigation results

and measures

Proportion of substantiated
reports

typically 30–60%

Quality indicator for channel quality and reporting culture
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Suppliers with whistleblowing
system

> 90%

Proportion of critical suppliers with documented reporting channels,

verified in the audit

Average processing time <= 60 days

Time from receipt to completion of the investigation, depending on

case complexity

Practical example

A medium-sized mechanical engineering company with around 400 employees introduced an

integrated whistleblowing system following an internal corruption incident in procurement. Within the

first year, several dozen reports were received in practice, including reports on a supplier who had

partially outsourced inspections of a safety-critical component to an unapproved subcontractor.

Establishment of an anonymous web portal and a named ombudsperson, also accessible to

supplier employees

Contractual anchoring of reporting channels and obligations to cooperate in the Supplier Code of

Conduct

Linking incoming reports with the supplier audit plan and Supplier Financial Health Monitoring

Quarterly compliance report with KPIs to executive management and Procurement, including case

statistics and status of measures

Conclusion

Whistleblowing is no longer an optional compliance building block for DACH industry, but a legal

obligation and economic benefit at the same time. A professionally operated whistleblowing framework

uncovers corruption in one's own procurement just as it uncovers serious violations at suppliers, and

provides early warning signals that classic monitoring instruments often only detect later. Decisive

factors are independence of the investigation, effective protection of whistleblowers and integration with

supply chain systems. Buyers are well advised to systematically evaluate whistleblowing systems both

in their own organisation and at critical suppliers. In this way, reporting becomes a measurable part of

supplier risk management rather than mere legal documentation.

Frequently asked questions

? From what point are companies required to set up a whistleblowing system?

Under the Whistleblower Protection Act (HinweisgeberSchG), companies in Germany with typically

50 or more employees are required to establish internal reporting channels. For smaller companies,

graduated requirements apply, such as the option to operate channels jointly. The exact thresholds

and exceptions depend on legal form, size and type of report and should be reviewed legally on a

case-by-case basis.
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? Do suppliers also have to have a whistleblowing system?

Suppliers are legally required to do so depending on their own size; independently of this, many

customers contractually require functioning reporting channels, particularly in the context of supply

chain due diligence obligations. A common alternative is for supplier employees to be permitted to

use the customer's system. Buyers typically check this in the supplier audit and during onboarding.

? What happens after a report in the whistleblowing process?

The report is acknowledged within seven days, then reviewed for plausibility and jurisdiction and

investigated factually. The whistleblower receives feedback on the investigation outcome and

measures taken within three months. For substantiated reports, corrective actions follow, which are

documented and tracked in compliance committees.

? May a whistleblower remain anonymous?

Under German law, anonymous reporting is permitted; there is no general legal right to anonymity,

but anonymous channels are allowed and widespread in practice. The identity may not be disclosed

without consent, except in narrowly defined statutory exceptions. Anonymous channels generally

significantly increase willingness to report.

? Which reports are particularly relevant in procurement?

Typical reports concern corruption and award manipulation, falsified inspection documents such as

ISIR or Certificate of Conformity, unauthorised subcontractors as well as labour and environmental

violations at suppliers. Such reports directly affect product quality and security of supply. They

should be escalated to Procurement, Quality and Compliance and fed into supplier risk

management.

Find the right suppliers on Amplifa

Verified industrial suppliers in Germany, Austria and Switzerland. Describe your requirement and

receive comparable offers.
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