
Investment Guide
to Germany

B
us

in
es

s 
Lo

ca
ti

on
 

G
er

m
an

y



4  Investment Guide to Germany 2012

Foreword

Dear Reader,

It gives me great pleasure to present you with the 

new edition of the Investment Guide to Germany.   

This practical and easy-to-use handbook guides  

you step-by-step through the business location 

process in Germany. In this year’s edition, we place 

particular focus on the practical issues of setting  

up a business and provide appropriate contact  

information for each step. 

The turbulence experienced in the global economy 

over the past year or so notwithstanding, Germany 

is and remains one of the world’s strongest econo-

mies. Measured in terms of gross domestic pro-

duct, Germany is the fourth largest economy in the 

world behind the US, Japan and China respectively. 

Germany is Europe’s leading economy: one fifth of 

European total gross domestic product is generated 

by Germany alone. 

Germany’s economic strength and quick recovery 

from the global financial downturn is predicated 

upon sound, sustainable economic policy. Extensive 

economic reforms and targeted incentives pro-

grams implemented in recent years have allowed 

innovative technology-led markets to flourish. 
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Germany enjoys international recognition as a high-

tech location with a globally unique concentration 

of R&D networks and infrastructure. The country’s 

consistently strong performing high-tech goods 

export rates testify to this fact. 

Allied to the country’s strong and dynamic economy, 

world-beating infrastructure, moderate business 

tax rates and a genuinely flexible labor market 

provide the optimal conditions for international 

business projects. Attracted by new market oppor-

tunities coupled to a secure and stable investment 

environment, more and more international busines-

ses are extending their reach to Germany.

Germany Trade & Invest is the foreign trade and in- 

ward investment agency of the Federal Republic of 

Germany. Alongside our partners from the worlds of 

business and politics we provide advice and practical 

support to your investment project in Germany. 

We warmly welcome your interest in our country 

and look forward to a mutually rewarding business 

partnership with you in the future. 

Yours, 

Michael Pfeiffer

Chief Executive
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Coming to Germany

Germany distinguishes between different 

kinds of residence titles for specifi c purposes 

subject to the length of stay and intended 

(business) activity in Germany. These include 

Schengen visa and national visa, residence 

permit and settlement permit. An easy-to-

acquire Schengen visa (business visa) is suf-

fi cient for most business and administrative 

activities which have to be organized prior 

to locating in Germany.

1
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Coming to Germany

Certain exceptions 

exist for citizens of the 

new EU states. Please 

refer to our website.

gtai.com/visa

Residence Titles

Germany distinguishes between three different 

kinds of residence titles:

Visas (Schengen visas and national visas)

Residence permit

Settlement permit

A visa authorizes the holder to enter and stay in  

Germany for a temporary period (up to 90 days per 

six-month period from the initial date of arrival), a 

residence permit or settlement permit, however,  

authorizes the holder to stay for the long term (more 

than 90 days per six-month period) or to work on a 

self-employed basis or as an employee in Germany. 

Who Requires a Residence Title? 
EU citizens and citizens of the states of Norway, 

Liechtenstein and Switzerland do not require any 

form of visa, residence or settlement permit to be 

able to settle or to work in Germany. 

Citizens of non-EU countries require a Schengen visa 

for short-term stays in Germany (up to 90 days per 

six-month period starting from the initial date of ar-

rival). All non-EU citizens require either a residence 

or settlement permit if the duration of the stay ex-

ceeds 90 days. For this purpose, a national visa is 

issued for the trip to Germany by the responsible 

German embassy in the applicant‘s home country or 

country of residence. This is then converted into a re-

sidence permit in Germany by the responsible local 

immigration authority.
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1
Nationals of certain 

countries do not  

require a Schengen 

visa for short-term 

stays in Germany.  

The Federal Foreign 

Office is able to  

provide detailed  

information. 

auswaertiges-amt.de

Application and Issuing
If a visa is required for entering Germany, an ap-

propriate application must generally be made pri-

or to entering Germany at the responsible German 

embassy or German consulate. The corresponding 

embassies or consulates will issue the required visa 

in the applicant‘s home country within a few weeks. 

Application costs EUR 60 regardless of international 

location. 

It is possible to download visa application forms for 

free from the website of the German Federal Foreign 

Office. Applications for a Schengen visa can be sent 

directly to the Federal Foreign Office online via an 

electronic application acquisition system.

Residence Titles for Differing

Business Activities

Along with the investor‘s country of origin, the re-

quired residence title depends on the intended busi-

ness activity in Germany. It is not always necessary 

to apply for a residence permit if a company is to be 

established in Germany. To manage a company on 

location, however, a residence permit is generally 

required in order to carry out a self-employed or  

dependent activity.



12  Investment Guide to Germany 2012

Coming to Germany

Establishing a Business
A Schengen visa is generally sufficient (usually called 

a business visa in this context) for most steps which 

are required to establish a business in Germany. 

This permits a 90-day stay in Germany, during which 

all of the key business formation steps can be carried 

out. These include: 

The conclusion and notarization of the 

 articles of association

 Application for entry in the commercial

 register (through a German notary)

Trade registration

Other preparatory activities during the business

  establishment phase (such as opening a bank 

 account or the conclusion of rental agreements)

Negotiations and the conclusion of contracts 

 with business partners

Please note: Establishing a business in Germany 

with a Schengen visa (business visa) is no guarantee 

for the subsequent issuing of a residence permit. For 

this reason it is necessary – appropriate to the inten-

ded business activities in Germany – to apply for a  

residence permit for the purpose of self-employment  

or regular employee purposes in advance.

If the establishment of the company and the stay in 

Germany exceeds 90 days it is also necessary to apply 

for a residence permit in advance.
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1

An overview of the 

residence permits 

that are required for 

different business 

activities in Germany 

is provided on the  

Germany Trade & 

Invest internet site. 

gtai.com/coming-

to-germany

Company Management On-Site
Business operators who are from non-EU countries 

and who manage their company on location in Ger-

many as a self-employed person require a residence 

permit for the purpose of self-employment.

This is generally issued if positive economic con-

sequences are to be expected from the investment 

project and the financing is secure. As a rule, these 

conditions are considered to be fulfilled if:

 At least EUR 250,000 is invested, and 

 At least five new jobs are created. 

If this is not the case, a residence permit can be  

issued subsequent to an individual assessment of the 

investment project. 

A residence title for the purpose of self-employment 

is limited to a maximum of three years. If the invest-

ment project is successful (and success and suste-

nance appear to be secure over the long term), after 

three years it is possible to issue a (permanent) set-

tlement permit.
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Coming to Germany

Who is considered self-employed?
Foreign business operators are considered to 

be self-employed if they are: 

Sole traders (including freelance professions)

Partners in a partnership

Managing partners 

Managing directors or managerial employees 

  with proxy or full power of attorney who 

  personally carry a business risk

Residence Titles for 

Employed Persons

Employees who are from non-EU countries and who 

are employed in a new subsidiary company in Ger-

many require a residence permit for the purpose 

of taking up employment in Germany. As with a re-

sidence permit for the purpose of self-employment,  

a residence permit is issued to employees  for up to 

three years. As a rule, the residence permit can be 

extended without any problems. After five years a 

permanent settlement permit is issued in most ca-

ses.
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1
Approval from the Federal Employment Agency
As a rule, a residence permit for the purpose of ta-

king up employment is only issued for certain pro-

fessional groups (e.g. academics, IT professionals, 

managerial employees and employees with specia-

list knowledge), and additionally, only if:

It is possible to demonstrate a specific offer 

 of employment, and  

The Federal Employment Agency has issued

 its approval. 

The Federal Employment Agency issues its approval 

if no suitable German employee or employees from 

other EU nations are available (so-called “priority 

check”) and the foreign employees are hired at the 

same terms and conditions of employment as com-

parable German employees.

Special Rules
However, there are important exceptions to these ba-

sic rules. Certain professional groups have the right 

to a residence permit without requiring the approval 

of the Federal Employment Agency. These include, 

among others: 

Employed managing directors

Managerial employees

Scientific research personnel
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Germany Trade &  

Invest’s experts will 

be pleased to provide 

assistance concerning 

questions on specific 

individual cases.  

Contact 

invest@gtai.com

Coming to Germany

Exceptions also apply to citizens from the following 

countries: Australia, Israel, Canada, Japan, New Zea- 

land, USA and South Korea. It is still necessary to 

obtain an authorization and priority check from the 

Federal Employment Agency. However, citizens of 

these countries do not have to belong to a specific 

professional group in order to obtain a correspon-

ding residence permit.

Settlement Permit for Highly Qualified Employees
Foreigners considered as “highly qualified foreign 

employees” can be granted a settlement permit from 

the outset. Highly qualified persons are defined as  

including:

Scientists with a special technical knowledge

Teaching or scientific personnel in prominent

 positions

Specialists and executive personnel with special  

 professional experience and an annual salary of at  

 least EUR 6 , 00 (EUR 5 , 00 in the federal states  

 of the former East Germany)
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Types of Company

Foreign investors can choose between a 

variety of legal forms for conducting busi-

ness in Germany. Existing companies can 

also conduct business via a German branch 

office. Decisive criteria for the choice of 

legal form are generally the intended 

function of the shareholders, liability and 

terms of taxation. The basic structure of 

all company forms is stipulated by law 

which provides for predictability and legal 

certainty. The same legal conditions apply 

for foreign and local entrepreneurs. 

2



For further information 

on the taxation of  

corporations please 

read chapter 5,  

Company Taxation.

An overview of the  

different kinds of 

corporations is pro-

vided at the end of this 

section as well as at 

the Germany Trade & 

Invest website.

gtai.com/corporations

Corporations 

The main feature of a corporation is the contribu-

tion of capital by shareholders. A corporation is a 

legal entity, meaning that the holder of rights and 

obligations is not the individual shareholder, but the 

company itself. The corporation itself concludes con-

tracts, holds assets and is liable for taxation. Cor-

porations are liable to corporate income tax, trade 

tax and the solidarity surcharge. Shareholders have 

limited personal liability. As such, a minimum share 

capital is required. 

Establishment of a Corporation 
A corporation can be established by any number of 

different partners. Compensating the limited perso-

nal liability of the shareholder(s), the GmbH requi-

res a minimum share capital of EUR 25,000. It can 

be contributed in cash or in kind (e.g. real estate or 

patents). The establishment must be specified in the 

articles of associations  and certified by a notary. Ad-

ditional establishment steps are necessary for cer-

tain forms of corporations.

Types of Company

Trade office
registration

 The application for the entry in the commercial register is usually prepared by the authorized notary when articles of 

association are notarized.

20  Investment Guide to Germany 2012

Registration 
in the commer-
cial register

Payment of 
share capital

Notarization
of articles of 
association

Drafting of 
articles of 
association

Steps for the Establishment of a Corporation
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Germany Trade & 

Invest is pleased to 

answer individual 

questions specific 

to the establishment 

of a company in Ger-

many (e.g. questions 

pertaining to the docu-

mentation required  

for establishing a 

company).

Contact

invest@gtai.com

For further information 

on the taxation of part-

nerships please read 

chapter 5, Company 

Taxation.

2

The establishment procedure ends with registration 

in the commercial register (Handelsregister). Only at 

this point in time does the corporation’s limitation 

of liability become effective. The application for the 

registration of the company in the commercial re-

gister has to be signed by the managing director(s) 

personally before a notary, who certifies and files it 

with the responsible commercial register in elec-

tronic form. Prior to the corporation starting busi-

ness, the trade office (Gewerbe- oder Ordnungs- 

amt) must be notified of the business activity in  

question.

Partnerships

In contrast to corporations, partnerships are not in-

dependent legal entities but associations of people. 

In partnerships, the individual partners responsible 

for the liabilities of the company (including private 

assets) act for the company. Limitations of liability 

for individual partners are only possible to a limited 

extent. 

Accordingly it is not the partnership itself which is 

taxed (as is the case with corporations), but the indi-

vidual partners. The taxable profit is determined at 

the level of the company and allocated to the part-

ners according to their shares. The partnership itself 

is only subject to trade tax.
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An overview of the 

different kinds of  

partnerships is provi-

ded at the end of this 

section as well as at 

the Germany Trade & 

Invest website.

gtai.com/partnerships

Types of Company

The different kinds of partnerships differ primarily in 

terms of the contingent liabilities of the partners and 

the necessary registration obligations.

Establishment of a Partnership
Establishing a partnership is easy and can be com-

pleted in just a few steps. At least two partners 

are required to establish a company. A minimum 

share capital does not have to be raised. The ma-

nagement of the company can only be carried out 

by partners. Depending on the type of partnership, 

entry in the commercial register (Handelsregister) is 

required. The application is signed by all partners 

and must be filed by a German notary in certified 

and electronic form with the commercial register. 

If a business activity is carried out by the partner-

ship, the trade office (Gewerbe- oder Ordnungsamt) 

must accordingly be notified.

Branch Offices

In contrast to a subsidiary, a branch office is – in legal 

and administrative terms – part of the head office  

company and is not a separate legal entity in its own 

right. The branch office carries out similar business 

activities to the head office company. In this context, 

the head office company is liable for the assets of the 

branch and all of its assets.

In Germany, there are two kinds of branch offices 

which primarily differ due to the degree of indepen-

dence from the head office company. 
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For information on the 

taxation of the profits 

of a branch establish-

ment in Germany and 

the avoidance of doub-

le taxation please read 

chapter 5, Company 

Taxation.

Autonomous  Branch Office
Foreign (commercial) companies can set up an auto- 

nomous branch office (selbständige Zweignieder- 

lassung) in Germany if they are entered in a foreign 

commercial register (or a comparable directory). 

The autonomous branch office is dependent upon the 

head office company at the internal level but enga-

ges in business activities independently. The rela- 

tionships with the customers are generally subject to 

German law. However, the foreign head office com-

pany is liable for the business transactions conclu-

ded by the branch. 

At the organizational level, autonomous branch offices 

are to a certain extent independent from the parent 

company and usually have the following attributes:

Management with the freedom to act according 

 to their own judgement (i.e. with full power of 

 attorney and power to contract)

Own capital resources and bank account

 

Separate accounting

2
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Germany Trade & 

Invest’s legal experts 

will be pleased to 

answer any project-

specific questions on 

the establishment of 

a branch office in 

Germany.

Contact

invest@gtai.com

Types of Company

The branch office must be entered in the commercial 

register (Handelsregister) and provide notification of 

any business activity it is practicing at the respon-

sible trade office (Gewerbe- oder Ordnungsamt). The 

branch office can use its own name affix but the com-

pany name of the head office must also appear inclu-

ding its legal designation (for example: XY Ltd., branch 

office, Berlin).

Dependent Branch Office
A dependent branch office (unselbständige Zweignie-

derlassung) is a subordinate department of the head 

office company and does not have any autonomy 

from it. It is not able to independently participate in 

the general business transactions of the head office. 

Invoices have to be made out in the name of the head 

office  company. An individual company name cannot 

be used. Accordingly, the dependent branch esta-

blishment does not have to be entered in the com-

mercial register. It is only necessary for the business 

activity that is being practiced to be notified at the 

responsible trade office (Gewerbe- oder Ordnungsamt).
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„Representative Office“
Offices that purely serve to observe the market and 

pave the way for initial customer contacts are often 

described as “representative offices.” However, this 

term does not exist in German commercial law. A re-

presentative office must usually be registered as a 

branch office in Germany. 

Only an office managed by a self-employed external 

business person (e.g. a commercial agent authorized 

by the company) can be considered a case in which 

no independent business activity is conducted on be-

half of the foreign company. In this specific instance, 

a registration of the foreign company with the local 

trade office (Gewerbe- oder Ordnungsamt) is not re-

quired.

  

2
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Types of Company

Legal Form Minimum Number  
of Partners

Minimum 
Share Capital

Legal Liability

GmbH – Limited  

Liability Company

One partner EUR 25,000 Liability limited  

to share capital

‘Mini GmbH’ – Limited  

Liability Entrepre-

neurial Company

One partner EUR 1.00 Liability limited 

to share capital

AG – Stock Corporation One partner EUR 50,000 Liability limited to

stock capital

 

KGaA – Partnership 

Limited by Share

Two partners:  

general partner and 

limited shareholder

EUR 50,000 General partner:  

personal unlimited 

liability

Limited shareholder:

limited share liability

Four Different Forms of Corporations



Legal Form Minimum Number  
of Partners

Minimum 
Share Capital

Legal Liability

GbR – Civil Partnership Two partners Not required Personal unlimited 

liability

oHG – General  Com-

mercial Partnership

Two partners Not required Personal unlimited 

liability

KG – Limited 

Partnership

Two partners:  

general partner  

and limited partner

Not required General partner:  

personal unlimited 

liability

Limited partner:

limited share liability

GmbH & Co. KG Two partners: 

general partner (GmbH)

and limited partner  

(the general partner is  

typically the limited 

partner of the KG)

Not required General partner (GmbH):  

personal unlimited 

liability

Limited partner:

limited share liability

Four Different Forms of Partnerships

Germany Trade & Invest  www.gtai.com  27
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Company Registration

Establishing a company in Germany is 

straightforward and uncomplicated. In 

the establishment phase of a company – 

and prior to assumption of commercial 

activities – it only has to be registered in 

the public commercial register and the 

local trade offi ce. The registration creates 

transparency and also offers companies 

the highest level of security in its day-

to-day business activities.

3
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Company Registration

Commercial Register

The commercial register (Handelsregister) provides 

information about all legally relevant relationships 

between merchants and commercial companies. 

The information is public and can be viewed by other 

companies. 

The commercial  register contains information about:

The company of the business

The name of the partner and/or the

 personally liable partner

The managing director or the executive

 of corporations

The capital stock of companies

Liability limitations of partners 

The issuing and revoking of the power of attorney

The opening of insolvency proceedings

The dissolving and ending of a company

Commercial Register Display 
The commercial  register is managed by the district 

court where it is open to public view at no cost. In 

addition to this, the companies register can also be 

consulted online through the common register portal 

of the German federal states (Gemeinsames Register-

portal der Länder, www.handelsregister.de). Some of 

the company data which is stored in the commercial 

register is also available electronically through the 

commercial  register of the Federal Gazette (Bundes-

anzeiger, www.unternehmensregister.de).
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3
German notaries 

can be found online  

in the directory of  

the Federal Chamber 

of Notaries.

deutsche- 

notarauskunft.de

Companies Required to Register
Companies required to register are those which 

carry out a commercial business operation. This is 

determined by criteria such as the use of commer-

cial accounting, annual turnover, capital resources 

and total number of employees. In general, with an 

annual turnover of over EUR 250,000 and a profit of 

EUR 25,000 it is assumed that a commercial busi-

ness operation exists. In addition to this, as a rule, 

all status-relevant actions of companies are subject 

to registration.*

Registration Procedure
The application for registration in the commercial  re-

gister is electronically filed  in publicly certified form 

by a notary to the responsible commercial register. 

As a rule, with types of company in which the entry 

in the commercial register is part of the act of es-

tablishment, the possible limitation of liability of the 

partner(s) is only effective subsequent to the time of 

the entry in the commercial register. If business is 

carried out prior to this point in time, partners can be 

liable for any losses of the company with their private 

assets.

*
Exceptions apply to small businesses, civil law partnerships (GbRs),

  freelancers and dependent branch offices.
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The Federal Chamber 

of Notaries provides 

information about the 

exact composition and 

level of notary costs 

on its internet site.

bundesnotarkammer.de

For further informa-

tion on the liberal 

professions please 

contact the Federal 

Association of Liberal 

Professions (Bundes-

verband der Freien 

Berufe).

freie-berufe.de

Company Registration

Registration Costs
The total cost of entry in the commercial register 

varies depending on the type of company. Costs in-

curred are made up of the costs of the notarial certi-

fication and the fees charged by the district court for 

entry and publication in the Federal Gazette (Bundes-

anzeiger).

The costs and fees are not levied on an arbitrary ba-

sis but are regulated  by  law. They largely depend 

on the number of partners and the share capital. 

Further costs can be incurred by the provision of ad-

ditional legal advice.

Trade Office

Before starting their business operations, every busi-

ness operator must inform the trades or regulatory 

office (Gewerbe- oder Ordnungsamt) of the town or lo-

cal district in which the business  operation is located. 

In some additional sectors, business licenses are ne-

cessary (e.g. pharmacies, property developers, es-

tate agents, brokers, security firms, pubs and hotels  

or banks).

The liberal professions are not viewed as performing 

business activities. These include, for instance, law-

yers, doctors, accountants and architects. The liberal 

professions, that have binding professional rules, 

have professional institutes for professional autho-

rization and regulation, as well as for complaints 

about their work which can be contacted accordingly. 
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Registration Procedure
The registration of a business activity that does not 

require a license costs between EUR 20 and EUR 40. 

Additional costs apply for companies that require a 

business license. For the independent, non-industrial 

operation of certain trades (e.g. bakers, carpenters or 

precision mechanics) entry in the Register of Crafts-

men (Handwerksrolle) is also required. The trades that 

are affected are listed in the Crafts and Trades Re-

gulation Code (Handwerksordnung) where they can be 

consulted.

Automatic Forwarding
The trade office automatically sends a copy of the 

business registration to the responsible tax office 

(Finanzamt). This then sends a registration form to 

the company for tax registration purposes. In addi-

tion to this, it also sends the registration to other re-

levant institutions such as the respective Employer’s 

Liability Insurance Association (Berufsgenossen-

schaft), the corresponding Chamber of Industry and 

Commerce (IHK) and the Chamber of Crafts (Hand-

werkskammer). 

3
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The umbrella associ-

ation of the German 

Chamber of Industry 

and Commerce  

(Deutsche Industrie- 

und Handelskammer) 

offers an overview of 

all of the regionally 

responsible chambers.

dihk.de

 

Company Registration

Chambers of Industry and Commerce 

(IHKs) and Chambers of Crafts

In Germany, the Chambers of Industry and Commer-

ce (IHKs) and the Chambers of Crafts function as the 

local interest groups of business operators in a spe-

cific region. At the same time the chambers realize 

more than just the general functions of professional 

associations for their members. They also:

Carry out active lobbying work by representing   

 the interests of the company towards municipa- 

 lities, state, and federal government;  

Organize vocational training by defining the 

 framework requirements and approving interim

 and final examinations;

Draw up certificates concerning, for example,

 admissible company names.

In addition to this, the IHKs also provide information 

about the local economic framework conditions in a 

region and provide foreign companies with business 

contacts to possible regional partners. All IHK mem-

bers are also able to draw on the comprehensive 

advice and services of the responsible chamber. The 

chambers are generally the first point of contact in 

the event of day-to-day business problems. 

Membership of the IHK or Chamber of Crafts is ob-

ligatory and occurs automatically on registration in 

the trade office without requiring special registra- 

tion. The costs of membership of the chamber de-

pend on the turnover of the respective company.
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Incentives

Germany offers different fi nancial support 

measures for investment projects tailored 

to the different requirements of the indivi-

dual project development steps. Measures 

include supporting direct investment costs, 

labor-related expenses and direct research 

and development project costs.

4
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Incentives

Incentives Overview

In simple terms, all of the financial support measures 

in Germany can be arranged in two overall packages: (i) 

the investment incentives package which includes dif-

ferent measures to reimburse investment costs and,  

(ii) the operational incentives package to subsidize 

costs once the location-based investment has been 

realized.

1) Eastern Germany only

Investment Incentives Package Operational Incentives Package

 Interest-

reduced Loans
R&D Incentives

Labor-related 

Incentives

KfW Loans

(National Level)

State 

Development 

Bank Loans

Grants
Recruitment

Support

Loans
Training

Support

Silent/Direct

Partnership

Wage 

Subsidies

Cash 

Incentives

GRW

(Investment 

Grants)

IZ

(Investment 

Allowance)1

Public 

Guarantees

State

Guarantees

Combined State/

Federal

Guarantees

+

Germany’s Different Incentives Packages and Respective Programs:
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Germany Trade &  

Invest’s incentives 

experts analyze the 

possible levels of 

support available 

for specific invest-

ment projects.

Contact

invest@gtai.com

4

Financial Support Eligibility Criteria
Set criteria determine the conditions under which a 

project is eligible for support. In this context, inter-

national investors are subject to the same criteria as 

German investors.

All incentives programs define industries as well as 

forms of investment eligible for support. The possi-

ble level of support depends on project-specific fac-

tors such as the planned investment location, the in-

vestment sum, and the size of the investing company.

Determining Company Size
Across Europe, company size is defined according to 

EU-set criteria. This divides companies up into small, 

medium-sized and large companies according to: 

 

Number of employees in the company/group 

 (mandatory)

plus

Turnover of the company/group

or

Balance sheet total of the company/group
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Incentives

Investment Incentives: Cash Grants

Production or service location development is sup-

ported by investment incentives programs providing 

support in the form of cash grants. The distribution of 

these grants is steered by two important programs: 

Gemeinschaftsaufgabe “Verbesserung der

 regionalen Wirtschaftsstruktur” (in short: GRW)

Investitionszulage (in short: IZ)

GRW Cash Grants
The GRW is a national incentives program which 

steers the distribution of direct subsidies for in-

vestment projects throughout Germany in specified 

areas.

Criteria Determining Company Size

Company
Category

Staff 
Headcount

Annual
Turnover

Annual 
Balance Sheet Total

Small Enterprise < 50  EUR 10 million  EUR 10 million

Medium-Sized Enterprise < 250  EUR 50 million  EUR 43 million

Large Enterprise  250 > EUR 50 million > EUR 43 million

The criterion concerning the headcount is compulsory. 

In addition, either of the annual turnover or the balance sheet criteria must also apply.  

Source: European Commission

or

or

or

or
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Detailed information 

about the available 

level of support in  

the different regions of 

Germany can be found 

at the Germany Trade & 

Invest website.

gtai.com/cash-

incentives

The maximum level of support that is permitted 

varies within Germany. In general, it depends on a 

region’s level of economic development. In the so-

called maximum support areas, large companies 

can get up to 30% of their investment costs that are 

eligible for support reimbursed, medium-sized com-

panies up to 40% and small companies up to 50%. 

These maximum support areas are predominantly 

located in eastern Germany. 

In certain regions of western Germany as well as in 

Berlin, support is also available through the GRW, 

albeit at a lower level of support. Here, large compa-

nies can get up to 15% of their investment costs (eli-

gible for support) reimbursed, medium-sized com-

panies up to 25%, and small companies up to 35%.

Eastern Germany’s IZ
The IZ is a special incentives program created to pro-

mote investment activities in eastern Germany. The IZ 

scheme supports investment projects in the federal 

states of Berlin, Brandenburg, Mecklenburg-Vorpom-

mern, Saxony, Saxony-Anhalt, and Thuringia only. 

The IZ is granted tax-free. The program is based on  

the Investment Allowance Act 2010. Investors auto- 

matically receive IZ funding (subject to all eligibility 

criteria being satisfied) when investing in eastern 

Germany. 

4
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Information about 

additional products 

for foreign investors

is available at the 

KfW website.

kfw.de

Incentives

An upstream application process is omitted. The ap-

plication has to be submitted to the competent tax 

authority (at the end of the year). 

Investment projects in eastern Germany can com-

bine the IZ with support from the GRW. However, the 

level of support from both programs may not exceed 

the maximum level of support permitted in the res-

pective region. 

Interest-reduced Loans

The KfW Bankengruppe is the development bank of 

the Federal Republic of Germany. The KfW offers a 

wide range of financing instruments including loans, 

mezzanine financing products and equity capital – all 

prepared for investors in the form of differing pro-

grams. The most important KfW products for the 

financing of investment projects are the KfW Entre-

preneur Loan (Unternehmerkredit) and the KfW En-

trepreneur Capital (ERP-Unternehmerkapital), which 

is available in three versions, tailored to the requi-

rements of start-ups, new companies and establis-

hed companies. KfW programs are applied for via a 

company’s bank.

State Development Bank Loan Programs
In addition to the KfW, each federal state also has its 

own development bank for the financing of invest-

ment projects in the respective state. These deve-

lopment banks also offer loan programs at attractive 

grace periods.
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Interest-reduced loans constitute a subsidy and can 

usually be combined with other public funding such 

as, for instance, subsidies from GRW support. On cal-

culating the maximum level of financial support for 

investment projects, the equivalent value of the sub-

sidy of the loans from development banks must also 

be taken into consideration, however.

Public Guarantees

New companies often experience difficulties in secu-

ring their financing through the capital markets as, 

frequently, the required loans can only be collatera-

lized to an insufficient degree. In these cases – with 

economically appropriate projects – so-called public 

guarantees can replace or supplement any shortfall 

in securities. 

Different types of public guarantee programs exist to 

support different types of investment projects within 

Germany. The guarantee program depends on the 

required amount, the size of the enterprise, and the 

investment region.

Public guarantees are granted by the individual fe-

deral states (so-called “state guarantees” with a 

maximum bank guarantee volume of EUR 10 million). 

For projects in eastern Germany, guarantees can be 

awarded by the federal state together with the fe-

deral government with a guarantee volume starting 

from EUR 10 million. In general, up to 80% of the total 

value of the loan is guaranteed. 

4
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The regional job cen-

ters can be contacted 

via the central website 

of the Federal Employ-

ment Agency.

arbeitsagentur.de

Incentives

Labor-related Incentives

Labor-related incentives play a significant role in re-

ducing the operational costs incurred by new busines-

ses. Germany’s Federal Employment Agency (Bun- 

desagentur für Arbeit) and the German states offer a 

range of labor-related incentives programs desig-

ned to fit the different company needs when building 

a workforce. They can be divided in four categories:

Recruitment support 

Pre-hiring training 

Wage subsidies

On-the-job-training

Labor-related incentives are available throughout 

Germany independent of factors such as company 

size, industry sector, or investment project location. 

Programs can be carried out and adjusted by the local 

job center according to investor needs.
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Recruitment 

Support

Pre-Hiring 

Training

Wage Subsidies On-the-Job 

Training

Program Offerings

Organization and 

support of recruit-

ment process

Organization of  

training courses  

for unemployed  

candidates

Provided for em-

ployment of (long-

term) unemployed  

candidates

Subsidies for further 

training measures 

within a company

Eligible Costs

- Job vacancy  

advertisements

- Pre-selection of 

candidates

- Assessment  

centers

- Trainee labor costs

- Training course 

costs

- Wage costs

- Social security 

contributions

- Complete training 

costs

Possible Promotion Rates

Up to 100% of  

eligible costs  

subject to local  

job center budget

- Up to 100% of 

eligible costs for a 

training period of up 

to three months

- Employment 

contracts are NOT 

required!

- Up to 50% of eligible 

costs for up to 12 

months

- The employer must 

guarantee long-

term employment 

contracts, issued 

after the application 

for wage subsidies.

- Up to 50% of  

eligible costs

- EU notification 

required for costs 

exceeding EUR 2 

million

Managing Authority

Local job centers of 

the Federal Employ-

ment Agency

Local job centers of 

the Federal Employ-

ment Agency

Local job centers of 

the Federal Employ-

ment Agency

Appropriate Federal 

State Labor Ministry

Labor-related Incentives Programs Offers
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Incentives

Germany Trade & 

Invest’s incentives 

experts regularly 

update and define  

the specific support 

possibilities for R&D 

projects in the scope 

of the High-Tech  

Strategy.

Contact

invest@gtai.com

Research and Development

Project Incentives

Research and development (R&D) projects in Germa-

ny can count on numerous forms of financial support. 

There are many programs allocating R&D grants, 

interest-reduced loans, and special partnership pro-

grams. Many of the programs are made available by 

the federal government but the federal states also 

offer special R&D programs. 

R&D incentives programs generally provide money 

for R&D project personnel expenditure. Other costs 

for instruments and equipment may also be eligible 

if they can be clearly assigned to the relevant R&D 

project. 

Germany’s High-Tech Strategy
All research programs financed by the German fe-

deral government have been concentrated within the 

federal High-Tech Strategy. The High-Tech Strategy 

defines specific industry sectors with a high depen-

dency on ongoing high-tech research and develop-

ment. Each defined industry sector consists of a 

number of different R&D programs. 

Project support is provided in the form of cash grants. 

The level of support can amount to up to 50% of eli-

gible project costs. In certain instances, small and 

medium-sized enterprises (SMEs) benefit from higher 

levels of support. 
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Cooperation between project partners, especially bet-

ween enterprises and research institutions, is usually 

required. The federal government periodically calls 

for R&D project proposals followed by a competition 

of best project ideas.

Technology-open Support
In addition, a number of national programs without 

a specific technological focus also exist. Applica-

tion for incentives available under these programs 

is possible at all times, without any prior calls for 

proposals or application deadlines, with the Central 

Innovation Program for SMEs (ZIM) being the most 

prominent one.

R&D Support at the Federal State Level
In addition to the programs offered by the federal 

government, the individual federal states also have 

their own R&D support programs. These are prima-

rily targeted at SMEs and are normally technology-

open. However, some federal states do focus on cer-

tain technological fields. The level of support varies 

from program to program and mostly depends on the 

nature of the R&D project. Cooperation projects with 

other R&D partners are not always compulsory.

4
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Company Taxation 

Germany offers a competitive system of 

company taxation. The average tax burden 

on companies is less than 30 percent. In 

some regions of Germany, due to a locally 

variable rate of trade tax, it is under 23 

percent. This means that company taxation 

in Germany is clearly competitive  in com-

parison with other leading industrial na-

tions. On the basis of differing international 

double taxation agreements, it is possible 

to avoid a double taxation of profits made 

in Germany by internationally operating 

companies.

5
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For information on 

the establishment 

of corporations and 

partnerships, please 

read chapter 2,  

Types of Company.

Company Taxation 

Corporate Income Tax and 

Personal Income Tax

Companies in Germany are usually taxed on two le-

vels. On the first level, corporations – such as the 

stock corporation (AG) and limited liability company 

(GmbH) – are subject to corporate income tax  

(Körperschaftssteuer), whereas partnerships are  

subject to personal income tax (Einkommenssteuer). 

Both taxes are levied by the federal government. On 

the second level, all business operations – corpora-

tions and partnerships alike – are subject to the trade 

tax (Gewerbesteuer), which is imposed by local mu-

nicipalities (i.e. the town or city where the company  

is based).

Corporate Income Tax for Corporations
All corporations are liable to pay corporate income 

tax. The rate of tax is 15% on the taxable profits of the 

company. Corporate income tax is payable on undis-

tributed as well as distributed profits. 

The so-called solidarity surcharge (Solidaritätszu- 

schlag) is added to the corporate income tax. This 

totals 5.5% of the 15% rate of corporate income tax,  

or 0.825%. Taken together, the corporate income 

tax and solidarity surcharge amount to a total of  

15.825%.



Germany Trade & 

Invest’s experts will 

be pleased to inform 

you about the ways in 

which you can avoid 

double taxation of 

dividend payments.

Contact

invest@gtai.com

5

Taxation of Dividends

Withholding Tax

If a German subsidiary company distributes pro-

fits to its foreign parent company (a dividend 

payment) then a 25% rate of withholding tax  

(Kapitalertragssteuer) is payable. In the event 

of the existence of a double taxation agreement 

(DTA) between the Federal Republic of Germany 

and a foreign nation, the rate of withholding tax 

that is paid can be reimbursed according to the 

agreements made in the corresponding DTA. 

As a rule, dividend payments on the basis of a DTA 

are taxed at a reduced rate of taxation at levels 

of just 5%, 10% or 15%. At a partial level there is 

also the possibility of an initial exemption from 

withholding tax. The withholding tax paid in Ger-

many  can also be credited against the tax liability 

of the parent company which exists abroad or the 

parent company is made exempt from the taxa-

tion in regard to the received dividends. In effect, 

this means that no double taxation takes place.

If the creditor of the dividend paying German cor-

poration is a foreign corporation then as a rule 

two fifths of the withholding tax paid can be reim-

bursed - irrespective of whether there is a DTA 

or not. 

Within the EU, dividend payments between a cor-

porate domestic subsidiary company and a cor-

porate foreign parent company are tax-free over 

and above a 10% stake.

Final Withholding Tax

Profits which are distributed to private 

stock-holders are liable to a final withholding  

tax (Abgeltungssteuer) of 25% plus the soli- 

darity surcharge. The final withholding tax  

is retained by the debtor of the dividend 

or the institution managing the deposit (for  

instance a bank) and then paid to the tax office.
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Company Taxation 

The tax rate to  

which the partner 

of a partnership is 

subject can be optio-

nally adjusted to the 

tax rate of corpora-

tions. Detailed infor-

mation is provided  

on the Germany  

Trade & Invest website.

gtai.com/

personal-income-tax

Personal Income Tax for Partnerships
Partnerships are not managed as independent legal 

entities in the same way as corporations. The individu-

al partners carry all of the rights and obligations. Ac-

cordingly, it is not the partnership itself which is taxed 

(as is the case with corporations), but the individual 

partners - with the personal income tax rate for the 

corresponding partner being the deciding factor.

The taxable profit is determined at the company level 

and allocated to the individual partners according to 

their shares. As a rule, both the undistributed and 

distributed profits of a partnership are liable to per-

sonal income tax. Income tax starts at: 

14% for income that exceeds the annual exemption  

 of EUR 8,004, and

progressively increases to a top rate of 42% 

 (starting at an annual income of EUR 52,882).

A higher rate of tax of 45% is levied on every 

 euro earned over EUR 250,731 per year.

Just like corporate income tax, the solidarity sur- 

charge of 5.5% is also added to the partner’s corres-

ponding rate of personal income tax.
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The employees of  

Germany Trade & 

Invest will be pleased  

to inform you about 

the current levels of 

trade tax at different 

locations within  

Germany.

Contact 

invest@gtai.com

Trade Tax

All commercial business operations in Germany are 

liable to pay trade tax irrespective of their legal form. 

The tax rate is set by local authorities which means it 

can vary from one municipality to the next. However, 

trade tax is generally the same rate for all busines-

ses within one municipality. Trade tax in Germany is 

currently set at between 7% and 17%. 

Calculation of the Trade Tax
The corresponding rate of trade tax depends on two 

components:

The tax base rate (3.5% throughout Germany) 

The multiplier (Hebesatz) stipulated individually

 by every municipality

The taxable income of the company is multiplied with 

the tax base rate (3.5%) which results in the so-called 

tax base amount. This tax base amount is then mul-

tiplied with the corresponding municipal multiplier, 

which results in the sum total of trade tax which is 

due. The multplier is set by each municipality. On 

average, it is between 350% and 400% but may not 

total less than 200%. There is no upper limit for the 

municipal multiplier. The municipal multiplier is ge-

nerally higher in urban areas than it is in rural areas, 

although it does currently not total more than 490% 

in any of the large cities.

5
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Examples of offsetting 

the trade tax against 

income tax are avail-

able at the Germany 

Trade & Invest  

website. 

gtai.com/trade-tax 

Company Taxation

Partnerships have an annual tax free allowance for 

the trade tax of EUR 24,500. The solidarity surcharge 

is not levied on trade tax. 

Offsetting Trade Tax against Personal Income Tax
Partnerships can offset some of the trade tax they 

pay against personal income tax – to the total of 3.8 

times the trade tax base amount. This means that 

there is in effect no trade tax burden for partnerships 

in municipalities with a multiplier of under 380%. 

Trade tax still has to be paid to the municipality. How-

ever, it can be offset against the personal income tax.

Value-added Tax (VAT)

Value-added tax (VAT) is a tax on the exchange of 

goods and services. Companies are obliged to add 

value-added tax to the prices of their goods or servi-

ces and to invoice their customers accordingly.

VAT Rate
The 19% VAT rate in Germany is below the Euro-

pean average. A reduced rate of 7% applies to cer-

tain consumer goods and everyday services (such as 

food, newspapers, local public transport, and hotel 

stays). Some services (such as bank and health ser-

vices or community work) are completely VAT exempt. 

Value-added tax which is collected has to be paid to 

the responsible tax office on a monthly, quarterly or 

annual basis. The exact time frame depends on the 

company’s level of turnover. 
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Input VAT Deduction
On purchasing goods or making use of services, com-

panies regularly have to pay value-added tax themsel-

ves. The taxes collected and paid can be balanced out 

in the VAT return as input VAT deduction (Vorsteuer-

abzug). For companies, value-added tax represents a 

transitory item only.

 Source: German Federal Ministry of Finance 2010

Value-added Tax in Selected EU Countries

Spain

Germany

Netherlands

France

UK 

Italy

Belgium

Poland

Hungary

Sweden

18% 

19%

 19% 

19.6%

 

21% 

21% 

23% 

25% 

25%

20%
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Information on the 

subject of tax decla-

rations is provided in 

detail at the website  

of the Tax Information 

Centre (SIC) of the 

Central Office of 

Taxes. 

steuerliches-

info-center.de

Company Taxation

Tax Declaration

Every taxpayer has to submit an annual tax decla-

ration at the responsible tax office (Finanzamt). The 

tax office at the location in which the corresponding 

company has its (German) head office is responsible.

Registration at the Tax Office
With the establishment of companies, the registra-

tion takes place at the responsible tax office with the 

submission of the so-called “tax assessment ques-

tionnaire.” This questionnaire is sent to newly esta-

blished companies by the tax office once they have 

been established (or once they have registered their 

business) .

Tax Collection and Deadlines
With the most important types of tax (corporate in-

come, personal income, trade, and value-added tax) 

collection is made via advance payments (normally 

monthly or quarterly) which are offset against the 

actual tax liability in the annual tax declaration. The 

tax declaration has to be submitted by 31 May of the 

following year. This deadline can be extended on re-

quest, however.
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Information, forms 

and software products 

for submission of an 

electronic tax decla-

ration are available at 

the ELSTER website.

elster.de

Payment of Wage Tax
Employees pay wage tax (Lohnsteuer) – a special term 

for the income tax paid by employees. The employer is 

obliged to deduct the wage tax due directly from the 

salary of the employee and to pay it to the tax office 

on a monthly basis. For this reason, employees who 

do not get earnings from non-wage incomes are not 

obliged to submit an annual tax declaration.

Electronic Tax Declaration
Tax declarations on wage tax and value-added tax 

can easily be submitted to the tax office electronically.

 

5
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Labor Market

The fundamental reforms made to the 

labor market in recent years have created 

fl exible working models which correspond 

with the requirements of modern compa-

nies. Qualifi ed personnel can be appointed 

quickly and straightforwardly in Germany. 

Only a few regulations have to be taken 

into account before concluding a contract 

of employment.

6
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The regional job cen-

ters can be contacted 

via the central internet 

site of the Federal 

Employment Agency.

arbeitsagentur.de

For information  

on wage subsidies 

please see chapter 4, 

Incentives.

Labor Market

Finding Suitable Staff

Employers are basically free to define the recruiting 

process for potential employees. There are only a 

few guidelines that require consideration such as for 

instance the obligation to advertise and fill vacancies 

in a non-discriminatory way (particularly in terms of 

ethnic origin, gender, religion, world view, disability, 

age or sexuality). 

Recruitment Services
Companies are supported in various ways during 

their search for suitable employees. The Federal 

Employment Agency (Bundesagentur für Arbeit) offers 

professional recruitment services free of charge. It 

is represented in the municipalities throughout Ger-

many with its job centers. 

In addition to this, there are also numerous private 

providers of recruitment services. These companies 

normally charge the hiring company a fee of no more 

than two gross monthly salaries of the employee that 

they procure.

Public Support
A wide range of public programs supports the deve-

lopment of a company’s pool of employees offering 

qualification and training measures for new emplo-

yees. In addition to this, under certain conditions, 

companies can also be supported by wage subsidies.
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6

Flexible Employment Models

Germany has different models of employment, pro-

viding investors with flexible employment solutions –  

especially in the starting phase of the business. Tem-

porary employment agencies provide appropriate 

personnel at short notice. 

Fixed-term Contracts
As a rule, contracts of employment in Germany are 

not limited by time but include a six month probatio-

nary period in most cases. During this probationary 

period the contract of employment may be termina-

ted at any time.

However, it is also possible to conclude employment 

contracts which have a duration contractually ag-

reed in advance (fixed-term contract). Fixed-term 

contracts expire automatically on a specified date 

without a formal dismissal requirement. It is for the 

employer to decide whether to renew the contract or 

not. 

Fixed-term contracts are generally limited to a 

maximum of two years and may be extended up to 

three times provided the total duration of contract 

does not exceed the maximum of two years. Du-

ring the first four years of a company’s existence 

in Germany, employment contracts may be limited  

or extended several times up to a total duration of 

four years.
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Germany Trade & 

Invest’s legal experts 

will be pleased to pro-

vide information about 

suitable employment 

models for companies 

newly established in 

Germany.

Contact 

invest@gtai.com

Labor Market

Temporary Employment 
Temporary employment means that a company lea-

ses employees from a temporary employment agency. 

The employee is legally employed by the temporary 

employment agency and receives the wage from the 

agency – as no formal contractual relationship exists 

between the leasing company and the employee. 

The duration and the terms of termination of the ser-

vice of the employee in the hiring company are sub-

ject solely to the service contract between the hiring 

company and temporary employment agency – not to 

labor regulations. 

In recent years there has been a significant increase 

in the number of temporary employment agencies 

providing appropriate personnel at short notice.

Mini and Midi Jobs
Mini jobs (also known as 400 euro jobs) are employ-

ment contracts where the salary paid does not, on 

average, exceed a monthly sum of EUR 400 (margi-

nally remunerated employment) or in which the em-

ployee only works a maximum of 50 days per year 

(short-term employment). 
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With marginally remunerated employment, the em-

ployer pays fixed rates of tax and social insurance 

contributions that total 30.1%; with short-term em-

ployment, no social insurance contributions are due. 

It is only necessary to tax the income. 

Midi-jobs (also known as low salary jobs) are emplo-

yee-employer relationships with a monthly salary of, 

on average, EUR 400.01 to EUR 800.00. Employees 

pay a reduced rate of social insurance for midi-jobs. 

The employer pays the full contribution rate. How-

ever, this is below the contribution rate for mini jobs. 

The wage is normally subject to income tax.

6
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Labor Market

Terms of Employment

In Germany, employment contracts are generally 

concluded in written form (although this is not ob-

ligatory). However, a binding German version is ad-

visable as German courts require a German transla-

tion of any contract drawn up in another language in 

the event of any legal proceedings being instigated.  

There is no legally fixed form for a contract of em-

ployment. Nonetheless, it is highly advisable to defi-

ne certain points, such as:

The description of the location and activity;

The date of appointment  and notice periods

 (in the case of fixed-term employment 

 contracts the duration of the contract);

The daily or weekly working time;

Arranging of a probationary period;

The level of the wage (gross) and possible bonuses;

Vacation entitlement;

Non-disclosure agreements or

 non-compete obligations;

Contractual penalties
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The sectors to which 

a minimum wage ap-

plies are highlighted 

at the Germany Trade & 

Invest website.

gtai.com/

employement-terms

Salaries and Wages
The level of the salary or wage in Germany can be 

negotiated freely between the employer and emplo-

yee. There is no general or uniform minimum wage. 

Binding minimum wages have been specified for a 

few sectors only. 

Bonuses only have to be granted if they have been 

agreed in the individual employment contracts or in 

collective agreements.

Working Times
The legally permitted working time totals eight hours 

per day and 48 hours per week. Saturday is consid-

ered to be a normal working day. With a five-day 

week, the permitted weekly working time totals 40 

hours. Sundays, in contrast, are generally conside-

red to be days off. An extension of the working time 

to a maximum of 60 hours per week (or ten hours per 

day) is possible under certain conditions. 

Overtime has to be compensated for with additional 

time off. An overtime bonus is possible but it is not 

legally specified. 

Employees have the legal right to claim at least four 

weeks of paid vacation in a calendar year. The num-

ber of public holidays in Germany varies from one 

federal state to another.

6
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Labor Market

Termination of Employment

A contract of employment can be terminated by the 

employer or the employee. Dismissals require writ-

ten form and both parties have to observe the statu-

tory notification periods. 

Possible Reasons for Termination
An employment contract has to be terminated in 

written form (paper form). Electronic termination 

(e.g. via email) is not possible. Termination can only 

be effective if a specific reason for termination exists. 

This may be for personal, conduct-related or busi- 

ness reasons.

Dismissal for personal reasons: 

 Sustained illnesses or frequent bouts of short 

 illnesses with a negative future prognosis, alcohol

 or drug addiction without a positive outlook 

 for successful treatment 

Dismissal for conduct-related reasons: 

 Arriving at work late on a frequent basis, refusal

 to work, unapproved use of the internet  for

 private purposes, absence without a reason,

 criminal acts or violence at work

Dismissal for business reasons: 

 Closure of operations, company restructuring

 or a lack of orders
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The business decision to cut back jobs under these 

circumstances is only limited reviewable by labor 

courts.

Exceptions exist for small companies with not more 

than 10 employees and for employment contracts 

which have existed less than six months. Here, ter-

minations of employment contracts can be issued 

without a reason. The company is only bound to the 

agreed or legally specified periods of notice.

Extraordinary (Immediate) Termination
Immediate termination of employment may be con-

sidered in cases of serious misconduct rendering 

it unacceptable for either party to continue the em-

ployment relationship. 

Exemplary reasons for the employer: 

 Continued non-performance of agreed work, 

 disturbance of the general working environ-

 ment, theft, disclosure of sensitive information, 

 non-authorized competitive engagement

Exemplary reasons for the employee: 

 Non-payment of wages, unlawful working

Immediate termination is only effective if the termi-

nating party dissolves the employment within two 

weeks after the reasons for termination became 

known.

6
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For more information 

on social security con-

tributions plase visit 

the Germany Trade & 

Invest website.

gtai.com/social-

security

Labor Market

The German Social Security System

In contrast to some other industrialized countries, 

the core social security in Germany is collectively  

financed by means of a process of redistribution. 

The current costs for pensioners, sick people, those 

in need of nursing care, and unemployed people are 

paid directly from contributions by employees and 

employers alike.

Components of Social Security Insurance
The German social security insurance system con-

sists of:

Health insurance

Pension insurance

Unemployment insurance

Nursing care insurance

Accident insurance

Generally speaking, social security contributions are 

roughly shared equally by employer and employee 

with the exception of accident insurance costs which 

are solely borne by the employer. From a certain le-

vel of monthly gross wage salary on, employees have 

the possibility to join a private health insurance com-

pany instead of the statutory health insurance obli-

gatory for all employed people.
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Allocation of Social Security Contributions

Social security contributions are more or less shared equally by  

employer and employee. They correspond to approximately 21% of 

the employee’s gross wage. Only the costs for accident insurance 

are exclusively borne by the employer.

Components of social security insurance in Germany:

  Pension insurance

  Health insurance

  Unemployment insurance

  Nursing care insurance

  Accident insurance

Gross wage Employee gross wage  

before personal income  

tax deduction

Employee 

 net wage

Corresponds to 

approx. 21% of 

gross wage

Wage tax to be paid  

by the employee

Employer’s share of social  

security contributions}

Employee’s share of social  

security contributions 
Corresponds to 

approx. 21% of 

gross wage }
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Labor Market

Payroll Accounting
Employees in Germany receive a net wage or salary 

from which tax and social security contributions have 

already been deducted. 

The employer withholds the tax that the employee is 

required to pay and transfers the money directly to 

the tax office (Finanzamt). Therefore, all employees 

must be registered with the local tax office. 

Social security contributions are also withheld by 

the employer after calculation of the gross wage and 

transferred to the employee’s health insurance com-

pany (which then distributes all of the contributions 

excluding accident insurance to all relevant parties). 

The employer separately has to pay the contributions 

for the accident insurance to the Employers’ Liabi-

lity Insurance Association (Berufsgenossenschaft).  

Companies therefore have to register with the Em- 

ployer’s Liability Insurance Association.
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Legal Framework

Legal security is always an important 

location factor for internationally opera-

ting companies. In Germany, clear legal 

structures and an independent judiciary 

guarantee the rapid processing of claims. 

The consistent protection of intellectual 

property servers to strengthen the trust 

in Germany as an investment location.

7
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Legal Framework

Business Law

Law of Contract
German law of contract offers investors a reliable 

framework for action. The principle of contractual 

freedom enables the conclusion of contracts with 

freely selectable contractual partners and the free 

determination of the subject matter of the contract 

as long as the current law is not infringed. The basic 

structures of the key types of contract are governed 

in the German Civil Code (BGB). Contractual condi-

tions are standardized to a high degree. 

Contracts concluded according to German law are 

normally short and simple in structure. Existing le-

gal regulations apply unless agreed otherwise in the 

contract: this not only saves time with the drafting of 

the contract, but it also reduces legal consultation 

costs. 

Purchase Law
The purchase contract is the type of contract con-

cluded most frequently. The concise legal regulation 

of purchase law considerably simplifies the conclu-

sion of contracts on a day-to-day basis. The United 

Nations Convention on Contracts for the Internatio-

nal Sale of Goods applies to international delivery of 

goods contracts in Germany.
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Commercial Law
German commercial law corresponds with interna-

tional standards and keeps up with the fast-paced 

nature of commerce. Global trading practices and 

standard trading contractual clauses such as “in-

coterms” (International Commercial Terms) are 

recognized. Global financing mechanisms for inter-

national trade such as letters of credit and payment 

guarantees also apply in Germany. 

Basic Information on Litigation

There is no case law in Germany. This means that de-

cisions made by courts are only binding for the par-

ticipating parties and not other courts of law. None-

theless, the decisions made by the superior courts 

are used as guidelines.

German courts undertake the organization and ma-

nagement of proceedings. The sequence of the pro-

ceedings in the civil process is primarily determined 

by the plaintiff. The plaintiff’s application for relief 

determines the court’s area of decision-making res- 

ponsibility.

There are no so-called “pre-trials,” such as those 

recognized by American law, in Germany. If the court 

orders a hearing of evidence, then as a rule, it is up 

to each party to prove the facts of their specific case.



76  Investment Guide to Germany 2012

Germany Trade & 

Invest’s legal experts 

hold detailed infor-

mation on business 

security in Germany.

Contact 

invest@gtai.com

Legal Framework

Costs of proceedings in Germany are low as they 

are calculated on the basis of the court costs and 

lawyer’s fees. As a rule, the costs are to be paid by 

the party who loses the legal case. The costs are 

shared in the event of partial successes.

Intellectual Property

In Germany, intellectual property enjoys a high level 

of protection under the law. This is guaranteed by the 

registration of intellectual property rights. These 

property rights can be registered at the German Pa-

tent and Trademark Office (DPMA) for technical and 

commercial innovations in the form of patents, utility 

models, trademarks, and design patents.

On registering property rights, the same conditions 

apply for both foreigners and Germans. Applicants 

who have neither a place of residence nor a branch 

in Germany have to nominate a patent attorney as 

the representative for the signing of the patent re-

gistration.

Patents
To acquire a patent, a patent registration has to be 

submitted at the DPMA. Patent protection gene-

rally applies for 20 years subsequent to the day of 

registration and can be extended to a maximum of 

25 years. Patents can be sold or made accessible to 

others through the issuing of use licenses.
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Utility Models 
Technical inventions (which do not describe a pro-

cedure) can be protected as utility models at the 

DPMA. The registration of a utility model generally 

takes place considerably faster than that of a pa-

tent. A utility model grants full protection but ex-

pires after 10 years. 

Trademarks
A mark can be protected as a trademark by recording 

it in the register kept at the DPMA.  With the regis-

tration of the mark, the owner acquires an exclusive, 

freely tradable right of use. They can include third 

parties in the use of the trademark through issuing 

a license. They are able to assert claims for compli-

ance and damages in the case of infringement. Of-

ficial registration can be made clear by positioning 

of the ®(registered trademark) sign after the mark.

Design Patents
New product designs can be registered by the DPMA. 

The owner acquires the exclusive right of use for the 

corresponding design. EU-wide and international 

protection can be attained by registering a European 

or international design patent.

7
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Legal Framework

Licenses
Industrial rights of use can be granted to third parties 

by either an exclusive or a general license. Through 

the issuing of the license the license holder gains 

corresponding rights. In return, the license holder 

makes a payment to the licensor.

It is possible to distinguish between exclusive and 

general licenses. An exclusive license authorizes 

just one licensee for use within a certain area. A 

general license authorizes several licensees in the 

same place at the same time (depending on the con-

figuration of the contract).
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Addresses

Shareholders
Bundesministerium für Wirtschaft  
und Technologie (BMWi) 
Federal Ministry of Economics and Technology
Scharnhorststr. 34-37, 10115 Berlin
Tel.: +49 (0)30 18 615 0
www.bmwi.de

Bundesministerium des Innern (BMI)
Federal Ministry of the Interior
Alt-Moabit 101 D, 10559 Berlin
Tel.: +49 (0)30 18 681 0
www.bmi.bund.de

German Economy Partner
Deutsche Auslandshandelskammern (AHKs)
German Chambers of Commerce – 
Worldwide Network
Breite Str. 29, 10178 Berlin
Tel.: +49 (0)30 20 308 0
www.ahk.de

Deutscher Industrie- und 
Handelskammertag e.V. (DIHK) 
German Chamber of Industry and Commerce
Breite Str. 29, 10178 Berlin
Tel.: +49 (0)30 20 308 0
www.dihk.de

Bundesverband der Deutschen Industrie e.V. (BDI)
Federation of German Industries
Breite Str. 29, 10178 Berlin
Tel.: +49 (0)30 20 28 0
www.bdi.eu 

Bundesverband Großhandel, Außenhandel, 
Dienstleistungen e.V. (BGA)
Federation of German Wholesale, 
Foreign Trade, and Services
Am Weidendamm 1 A , 10117 Berlin
Tel.: +49 (0)30 59 00 99 5 0
www.bga.de
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Afrika-Verein der deutschen Wirtschaft e.V. (AV)
German-African Business Association
Neuer Jungfernstieg 21, 20354 Hamburg
Tel.: +49 (0)40 419 133 0
www.afrikaverein.de

Lateinamerika Verein e.V. (LAV)
Latin America Association
Raboisen 32, 20095 Hamburg
Tel.: +49 (0)40 413 43 13
www.lateinamerikaverein.de

Nah- und Mittelost-Verein e.V. (NUMOV)
German Near and Middle East Association
Jägerstr. 63 D, 10117 Berlin
Tel.: +49 (0)30 20 64 10 0
www.numov.de

Ostasiatischer Verein e.V. (OAV)
German Asia-Pacific Business Association
Bleichenbrücke 9, 20354 Hamburg
Tel.: +49 (0)40 357 559 0
www.oav.de

Ost- und Mitteleuropa Verein e.V. (OMV)
Central and Eastern Europe Association
Ferdinandstraße 36, 20095 Hamburg
Tel.: +49 (0)40 33 89 45
www.o-m-v.com

Zentralverband des Deutschen Handwerks e.V. (ZDH) 
German Confederation of Skilled Crafts
Mohrenstraße 20/21, 10117 Berlin
Tel.: +49 (0)30 20 619 0
www.zdh.de
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Addresses

Federal States Partner 
Baden-Württemberg International 
Gesellschaft für internationale wirtschaftliche  
und wissenschaftliche Zusammenarbeit 
Agency for International Economic and  
Scientific Cooperation 
Willi-Bleicher-Str. 19, 70174 Stuttgart 
Tel.: +49 (0)711 22 787 0 
www.bw-i.de

Invest in Bavaria
Bayerisches Staatsministerium für Wirtschaft,  
Infrastruktur, Verkehr und Technologie
Bavarian Ministry of Economic Affairs,  
Infrastructure, Transport and Technology
Prinzregentenstraße 28, 80538 München
Tel.: +49 (0)89 21 62 26 42
www.invest-in-bavaria.de

Berlin Partner GmbH
Ludwig Erhard Haus
Fasanenstraße 85, 10623 Berlin
Tel.: +49 (0)30 39 980 0
www.berlin-partner.de

ZukunftsAgentur Brandenburg GmbH
Brandenburg Economic Development Board GmbH
Steinstraße 104–106, 14480 Potsdam
Tel.: +49 (0)331 660 38 33
www.zab-brandenburg.de

WFB Wirtschaftsförderung Bremen GmbH
WFB Economic Development GmbH
Kontorhaus am Markt
Langenstraße 2-4, 28195 Bremen
Tel.: +49 (0)421 96 00 10
www.wfb-bremen.de
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HWF Hamburgische Gesellschaft für 
Wirtschaftsförderung mbH
Hamburg Business Development Corporation
Habichtstraße 41, 22305 Hamburg
Tel.: +49 (0)40 22 70 19 0
www.hwf-hamburg.de

HA Hessen Agentur GmbH
Abraham-Lincoln-Straße 38-42, 65189 Wiesbaden
Tel.: +49 (0)611 774 81
www.invest-in-hessen.de

Invest in Mecklenburg-Vorpommern GmbH
Schlossgartenallee 15, 19061 Schwerin
Tel.: +49 (0)385 59 2 25 0
www.gfw-mv.de
 
Innovationszentrum Niedersachsen
Strategie und Ansiedlung GmbH
Kurt-Schumacher-Straße 24, 30159 Hannover
Tel.: +49 (0)511 760 726 0
www.nds.de

NRW.INVEST GmbH
Economic Development Agency of the  
German State of North Rhine-Westphalia
Völklinger Str. 4, 40219 Düsseldorf
Tel.: +49 (0)211 130 00 0
www.nrwinvest.com

Investitions- und Strukturbank  
Rheinland-Pfalz (ISB) GmbH
Investment and Infrastructure Bank of  
Rheinland-Pfalz
Holzhofstraße 4, 55116 Mainz
Tel.: +49 (0)6131 985 0
www.isb.rlp.de
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Addresses

gwSaar Gesellschaft für 
Wirtschaftsförderung Saar mbH
Saarland Economic Promotion Corporation
ATRIUM Haus der Wirtschaftsförderung
Franz-Josef-Röder-Straße 17,
66119 Saarbrücken
Tel.: +49 (0)681 99 65 400
www.invest-in-saarland.com

Wirtschaftsförderung Sachsen GmbH (WFS)
Invest in Saxony
Bertolt-Brecht-Allee 22, 01309 Dresden
Tel.: +49 (0)351 21 38 0
www.wfs.sachsen.de

IMG Investitions- und Marketinggesellschaft 
Sachsen-Anhalt mbH
Investment and Marketing Corporation Saxony Anhalt
Am Alten Theater 6, 39104 Magdeburg
Tel.: +49 (0)391 568 99 0
www.investieren-in-sachsen-anhalt.de

WTSH-Wirtschaftsförderung und Technologietransfer 
Schleswig-Holstein GmbH
Business Development and Technology Transfer
Corporation of Schleswig-Holstein GmbH
Lorentzendamm 24, 24103 Kiel
Tel.: +49 (0)431 66 66 6 0
www.wtsh.de

LEG Thüringen 
Landesentwicklungsgesellschaft Thüringen mbH
The State Development Corporation of Thuringia
Mainzerhofstraße 12, 99084 Erfurt
Tel.: +49 (0)361 56 03 0
www.leg-thueringen.de
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