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Bureaucracy costs of companies in the mechanical and plant engineering
industry — follow-up study

Rodi Akalan, Susanne Schlepphorst, Annette Icks

Abstract

This study analyzes the bureaucratic burden caused by regulations of the EU, central govern-
ment, federal states, and municipalities in the German mechanical and plant engineering in-
dustry. Based on a case study method with three owner-managed companies, this research
quantifies exactly the cost of bureaucracy in day-to-day business. The results vary substantially
across the different companies, which was also shown in a previous study: The cost of bureau-
cracy is 1.3% of sales for the largest company in the study and around 6.0% of sales for the
smallest company. However, the distribution of these bureaucratic costs across different func-
tional areas is similar in all three companies. Regulations in the areas of occupational safety,
accounting, taxes, and customs require substantial financial and human resources. While the
Federal Ministry of Labour and Social Affairs and the Federal Ministry of Finance are not re-
sponsible for the largest number of regulations, the regulations under their authority generate
the highest bureaucracy costs in the three companies

Keywords: bureaucracy, industry, compliance costs, mechanical and plant engineering, bu-
reaucratic obligations, reduction of red tape

JEL: K2, L5, L26
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Summary
Number of requirements not equivalent to financial burden

This study is the first to examine the total bureaucratic requirements that com-
panies in the mechanical and plant engineering industry must meet in the course
of their business activities. The database compiled for this purpose identifies
around 3,900 requirements at the EU, federal, state, and local levels. While the
Federal Ministry for the Environment (Bundesministerium fur Umwelt, BMUV) is
responsible for most of the bureaucratic requirements (approx. 27%), the num-
ber of requirements plays a minor role in determining the financial burden. The
highest costs arise primarily from requirement issued by the Federal Ministry of
Labour and Social Affairs (Bundesministerium fur Arbeit und Soziales, BMAS),
illustrating the complex relationship between legal requirements and financial
implications.

Disproportionate burden on smaller companies

Bureaucracy costs place a disproportionate burden on small businesses: With
bureaucracy costs amounting to 6.3% of annual turnover, the burden is almost
five times higher than for the largest companies, where bureaucracy costs ac-
count for around 1.3% of turnover. While part of these discrepancies can be
explained by differences in regulatory requirements, personnel cost structures,
and processing times, this result underscores the high fixed-cost nature of many
bureaucratic requirements.

The majority of bureaucracy costs are caused by only a few areas

A large share of bureaucracy costs is concentrated in a few areas, particularly
occupational safety, finance/taxes/customs, and human resources. Within these
areas, a small number of requirements generate a substantial part of the total
burden. In occupational safety, the main cost driver is compliance with work
equipment safety regulations. In finance/taxes/customs, invoicing/archiving as
well as the recording of tax-relevant transactions account for a large share of
costs. In human resources, requirements related to recording of working hours
constitute a major component of the bureaucratic burden.

High levels of bureaucracy in areas relevant to business

Bureaucracy costs arise primarily in critical processes. For example, require-
ments such as time recording and work equipment safety help ensure employee
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well-being on the one hand and the legal certainty for employers on the other.
From a business perspective, proper accounting, including compliant invoicing
and tax documentation, is also indispensable. However, bureaucracy in these
major areas can be reduced through efficiency gains, e.g., through digitization
or the future use of Al-based tools. Another approach to reducing bureaucracy
is to design regulations in such a way that allows companies more freedom in
their implementation.

High bureaucratic burden also due to indirect requirements

In addition to legal requirements, companies are also burdened by third-party
requirements. For example, companies are required by their business partners
to report on sustainability issues or to document an ecologically and socially
correct supply chain, even when they are not legally obliged to do so. The re-
lease of employees, e.g., for tasks that must be fulfilled indirectly, also ties up
personnel who can no longer be deployed for productive activities.

Better use of e-government still offers significant cost-saving potential

Even though the processes for implementing bureaucratic requirements are of-
ten at least partially digitized in companies, interface problems frequently arise
when information must be transmitted to public administrations and authorities.
This means that the need for functioning electronic processing procedures (e-
government), electronic communication, and data transmission, e.g., through
the Online Access Act (Onlinezugangsgesetz, OZG), therefore remains relevant
as a key measure to reduce time and financial burdens.



1 Introduction

Bureaucratic requirements? and procedures are an important location factor for
the economy, especially in highly complex economies such as Germany. They
enable legally secure and predictable action, counteract corruption, and provide
the basis for fair competition. However, these benefits are accompanied by bu-
reaucratic costs2 in the form of the financial and time resources required to com-
ply with bureaucratic requirements. In addition, compliance with bureaucratic
requirements often ties up highly qualified employees, which is particularly prob-
lematic in times of skilled labor shortages.

Furthermore, not every bureaucratic regulation contributes to the creation of
positive framework conditions for the economy. On the contrary, when a healthy
level of bureaucracy is exceeded, this competitiveness of companies may be
weakened, as the financial and time resources spent on fulfilling the require-
ments do not make a direct contribution to value creation.

Studies conducted by IfM Bonn on the perception of bureaucracy among small
and medium-sized enterprises (SMEs) in 2019 and 2023 impressively show that
the healthy level of bureaucracy has already been exceeded. Entrepreneurs of-
ten find themselves unable to meet all bureaucratic requirements and resort to
what can be described as autonomous bureaucracy reduction. In practice, this
means that they deliberately choose not to implement individual bureaucratic
requirements (see Holz et al. 2019; Holz, Icks & Nielen 2023), particularly when
these are considered meaningless, disproportionate, and incomprehensible
(see Icks & Weicht 2023; Holz et al. 2019).

With the Bureaucracy Cost Index and the annual determination of compliance
costs, policymakers have instruments at their disposal to measure and report
the burden of bureaucracy. However, the burden on companies goes far beyond
the time and costs captured by these statistical measures. At least as important

1 Bureaucratic requirements are individual processes for fulfilling a legal obligation. A law
may contain several bureaucratic requirements (see Statistisches Bundesamt 2022).

2 Bureaucratic costs are understood to be the total costs of fulfilling a bureaucratic require-
ment, including personnel costs as well as ongoing and one-time material costs. In this
study, the term bureaucratic costs is used synonymously with the technical term "compli-
ance costs," which is used in other studies, e.g., by the Federal Statistical Office (Statis-
tisches Bundesamt).



are the psychological costs, opportunity costs, and the consequences for invest-
ment and competitiveness (see Holz & Icks 2023).3

It is nothing new that companies in Germany suffer from excessive bureaucracy.
For years, political decision-makers have been striving to relieve the economy
of bureaucratic obligations. Evidence of this includes the integration of the Na-
tional Regulatory Control Council (NKR) into the legislative process in 2006. An-
other instrument is the "one in, one out" rule introduced in 2015, which stipulates
that the burden imposed by new legal measures must be reduced elsewhere to
the same extent (see Nationaler Normenkontrollrat 2014). In the NKR Annual
Report 2023, Prof Sabine Kuhlmann, Deputy Chair of the NKR, also calls for a
"one in, two out" rule, under which a burden is compensated by a reduction of
twice the amount (see Nationaler Normenkontrollrat 2023). This could make the
reduction of bureaucracy even more efficient.

The Bureaucracy Relief Act IV (BEG IV) also provides for numerous relief
measures for the economy, for example, by shortening retention periods in com-
mercial law, abolishing written-form requirements in certain cases, and simpli-
fied reporting systems for occupational accidents (see Bundesgesetzblatt 2024).
A relatively new instrument is the use of so-called practical checks, which iden-
tify bureaucratic obstacles in close cooperation with representatives from com-
panies, public administrations, and other experts, in order to jointly develop so-
lutions (see BMWK 2023).

Despite economic policy measures and procedures aimed at reducing bureau-
cracy and improving legislation, entrepreneurs do not perceive any noticeable
relief. On the contrary, more than 90% of entrepreneurs report that bureaucratic
burdens have increased over the past five years (see Holz, Icks & Nielen 2023).

In order to accurately analyze the perceived bureaucratic burden on companies,
it is necessary to measure the actual costs of bureaucratic regulations in com-
panies. This quantification of the bureaucratic burden can then serve as a basis
for identifying improvements, e.g., in the form of relief measures. An initial study
by Icks/Weicht (2023) measured the actual costs incurred by three mechanical

3 Psychological costs of bureaucracy are understood as the use of personal energy and ef-
fort as an additional factor in the bureaucratic burden, alongside the time and cost factors.
Opportunity costs refer to the foregone benefits that could have been achieved if the re-
sources used to implement the bureaucratic requirements had instead been allocated to
productive activities.



and plant engineering companies in fulfilling bureaucratic obligations. The focus
was on bureaucratic requirements set by the federal government. This has al-
ready provided an initial picture of some of the specific bureaucratic costs in-
curred by companies.

The current study aims to supplement and expand on this study by providing a
comprehensive overview of bureaucratic requirements at all levels of legislation.
Using three companies as case studies, the study records bureaucratic require-
ments at all levels of legislation (EU, federal, state, and local) and the associated
costs for companies. Only by capturing all bureaucratic requirements is it possi-
ble to provide a precise picture of the total costs, structures, and relationships
of bureaucratic costs across different legislative levels. In addition, this study
examines non-financial aspects of bureaucracy, including the psychological
costs of bureaucracy, the type and degree of digitization of compliance with re-
quirements, and comments from study participants. Another component of this
study is the exemplary analysis of "gold-plating" — i.e., the voluntary tightening
of EU directives when transposing them into national law — based on anecdotal
evidence. Gold-plating results in mechanical and plant engineering companies
in Germany being subject to a higher burden of bureaucratic requirements, cre-
ating competitive disadvantages when other EU member states do not voluntar-
ily adopt EU directives in a stricter form.

The research questions of this study can be summarized as follows:

1. Which bureaucratic requirements at the EU, federal, state, and local levels
are relevant for mechanical and plant engineering companies?

2. What are the bureaucratic costs at each legislative level (EU, federal, state,
and local) for mechanical and plant engineering companies?

3. Which bureaucratic requirements generate the highest costs for companies?

4. What role does the burden of exceeding EU minimum standards play in Ger-
man law for mechanical and plant engineering companies?

5. How can bureaucratic requirements for mechanical and plant engineering
companies be reduced and made more user-friendly?

The research questions are addressed as follows: Chapter 2 outlines the study
design and measurement method. Chapters 3 and 4 present the results of the
analysis of the bureaucracy catalog and the analysis at the company level. The
study concludes with a summary and recommendations for action for a more
industry-specific, friendly design of bureaucratic requirements.



2 Study design

2.1 Development of the bureaucracy catalog

To date, there is no publicly available overview of all the bureaucratic require-
ments that companies in the mechanical and plant engineering industry have to
comply with. To answer the research questions, it is therefore essential to first
compile a corresponding catalog. A multi-stage process was chosen for this pur-
pose (see Overview 1): first, laws, directives, regulations, and statutes issued
by the various legislative levels (EU, federal, state, local) are systematically col-
lected from various databases. Since each federal state and municipality can
create and abolish bureaucratic requirements itself, the survey focuses on the
requirements of those federal states and municipalities in which the companies
participating in the study have their headquarters.

Initial research reveals that there are approximately 28,400 bureaucratic re-
quirements in Germany (see OnDEA 2024a), targeting three main groups: pri-
vate individuals, the business sector, and public administration. For the pur-
poses of this study, only the bureaucratic requirements relevant to the business
sector are considered. Filtering these results yields approximately 16,700 bu-
reaucratic requirements that are essential for companies (see OnDEA 2024b).
It is not possible to further subdivide the business sector into specific industries,
such as the mechanical and plant engineering industry, and to our knowledge,
no publicly available or licensable database contains complete information on
this. Accordingly, the study develops a systematic process to record all relevant
bureaucratic requirements specifically for the mechanical and plant engineering
industry. At the federal legislative level, the study draws on the "Online-Daten-
bank des Erfullungsaufwands" (OnDEA) from the Statistischen Bundesamtes
(Federal Statistical Office) and the "Gesetze im Internet" database of the Federal
Ministry of Justice (Bundesministerium der Justiz, BMJ). For EU regulations, the
database of the Publications Office of the European Union, "EUR-Lex," serves
as the basis. At the state level, legal databases of the three relevant federal
states are used, while at the municipal level, requirements are identified via the
official websites of the three relevant cities or counties.

To build the database of bureaucratic requirements for the mechanical and plant
engineering industry, the study follows a two-stage system (see Figure 1). The
starting point is the respective databases containing the bureaucratic require-
ments at the four legislative levels. In the first step of the process, the require-
ments are subjected to an ad hoc assessment by the authors of the study. In



this step, bureaucratic requirements that are clearly irrelevant to mechanical and
plant engineering companies — for example, laws specific to agriculture, medi-
cine, or retail — are excluded at this stage. This reduces the number of bureau-
cratic requirements to "potentially relevant bureaucratic obligations" for the me-
chanical and plant engineering industry.

In the second step of the process, these requirements undergo a thorough ap-
plicability check. For each requirement, the relevant legal text (i.e., laws, direc-
tives, ordinances, and statutes) is analyzed to determine the extent to which it
applies to industrial companies. At the same time, the legal texts were reviewed
for bureaucratic requirements that were not previously stored in the initial data-
bases. This ensured that all relevant requirements were included and that the
catalog is up to date. It should be noted, however, that not every bureaucratic
requirement is equally relevant for all companies in the mechanical and plant
engineering industry. Depending on the legal form, business model, product,
location, international activities, etc., legal provisions apply to some companies
but not to others. To clarify the applicability of specific bureaucratic require-
ments, expert discussions were held with the VDMA Industry Steering Commit-
tee, a panel of managers from various industrial companies assembled specifi-
cally for this study. Additional discussions were conducted with the three partic-
ipating companies. This approach ensures that the participating companies
evaluated only those bureaucratic requirements in the survey that affect their
regular business activities.4 As a final verification step, the findings from the
preliminary study (see Icks & Weicht 2023) were also taken into account. The
outcome was a database of relevant bureaucratic requirements for mechanical
and plant engineering companies in Germany. The resulting bureaucracy cata-
log comprises a total of approximately 3,900 requirements, distributed across
347 laws.

4 Activities that are not part of the regular business operations of companies were not sur-
veyed, e.g., construction activities.



Figure 1: Systematic structure of the bureaucracy catalog
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Source: IfM Bonn: Survey on bureaucratic costs (2024), own representation.

To structure the survey for the companies, the bureaucratic requirements were
divided into eight subject areas, reflecting the main functional departments in
industrial companies (see Overview 1). These include human resources, occu-
pational safety, climate/environmental protection, finance/taxes/customs, statis-
tics, standards, compliance, and others. The "others" category served as a
catch-all for bureaucratic requirements that cannot be assigned to any other cat-
egory and includes, for example, requirements related to property rights. In ad-
dition, a "future" category was included to capture bureaucratic requirements
that companies will need to comply with in the foreseeable future and for which
they may already be preparing at the time of the survey. It should be noted,
however, that the division into subject areas is not clear-cut and that there are
certainly overlaps. For example, some compliance-related requirements are
handled by the human resources department, such as those under the Maternity
Protection Act (Mutterschutzgesetz, MuSchG). Another example of the some-
times close links between the areas is the Supply Chain Due Diligence Act
(SCDDA,; Lieferkettensorgfaltspflichtengesetz, LkSG), which can be assigned to
both the compliance area and the climate/environmental protection area.



Overview 1:  Systematics of the bureaucratic obligations examined

Subject area Examples

Human resources Social security notifications; documentation of daily working
hours; issuing certificates to employees for parental leave

Occupational safety Conducting and documenting risk assessments; maintaining a
list of hazardous substances; inspecting electrical systems and
equipment to ensure proper functioning

Climate/environmental | Conducting energy audits; maintaining and servicing property
protection drainage systems; entering information into the European Chem-
icals Agency database

Finance/taxes/customs | Recording of goods receipts and issues; preparation and sub-
mission of VAT advance returns; documentation and archiving of
all customs documents

Statistics Registration of goods movements for intra- and extra-trade sta-
tistics; participation in statistics for the producer price index for
industrial products

Standards Implementation and documentation of the conformity assess-
ment procedures for machines; affixing CE markings

Compliance Establishing an internal reporting office for employees; training
employees to prevent discrimination in accordance with the Gen-
eral Equal Treatment Act (Allgemeines Gleichbehand-
lungsgesetz, AGG)

Other Registration of property rights; maintaining an up-to-date legal
notice; regular driver's license checks for employees with com-
pany vehicles

Future European Supply Chain Act (Corporate Sustainability Due Dili-
gence Directive, CSDDD); Energy Efficiency Act (Energieeffizi-
enzgesetz EnEfG); EU Packaging Regulation (Verpackungsver-
ordnung)

© IfM Bonn

Source: IfM Bonn: Survey of bureaucratic costs (2024), own representation.

For the survey, the legal requirements within each subject area were further
refined. Individual bureaucratic requirements are sometimes very detailed. For
example, the creation of an employment contract covers three separate require-
ments. Furthermore, requirements are often expressed in legal jargon, which
can make them difficult to understand. To address this, the individual bureau-
cratic requirements were translated into practical bureaucratic processes. This
means that detailed requirements were summarized and reformulated in a way
that is understandable for all employees. This consolidation process proved to
be very complex in some cases, as bureaucratic processes can span different
laws. As a final structuring step, the consolidated bureaucratic requirements be-
longing to the same area of responsibility were grouped into subcategories. For
example, the human resource area includes the subgroups "Employment



contract and termination of employment", "In-company training," and "Social se-
curity". Overall, this preparation process reduced the survey to a total of approx-
imately 1,200 condensed bureaucratic requirements, which were then pre-
sented to the three participating companies.

2.2 Data collection

Data was collected between May and the end of July 2024. An Excel file was
used as the survey tool, divided according to the eight subject areas with their
corresponding subgroups and condensed bureaucratic requirements. This file
was made available to the employees involved in the participating companies.
The employees selected the requirements relevant to them and provided de-
tailed information on the activities required to fulfill each one. This included the
time spent per requirement and the frequency with which this activity is per-
formed per year. In addition, information was collected on material costs in-
curred (ongoing or one-time) to fulfill the requirement, such as the purchase of
software or the consultation of external advisors.® To calculate the bureaucratic
costs, employees’ gross hourly wage (including non-wage labor costs) was also
recorded. Overview 2 shows the formular used to calculate the bureaucratic
costs per requirement.

Non-financial indicators were also surveyed. These included the "number of
forms" that must be filled out per requirement. This only applies to certain re-
quirements, e.g., when an application must be submitted. This indicator was in-
tended to offer a more tangible representation of bureaucracy. Another variable
was the "degree of digitization" in fulfilling each requirement, categorized as "not
digitized", "partially digitized", and "fully digitized", indicating the extent to which
companies have digitized their bureaucratic processes.® A third aspect of the
survey captured the extent to which other departments or external partners are
involved in fulfilling requirements, allowing for a better assessment of the com-
plexity of a bureaucratic requirement. In addition, measures and activities — at
least in part — performed by the companies even in the absence of a legal

5 The type of one-time material costs was not always specified in the survey. Accordingly,
the following assumptions were made about the depreciation amounts to be considered:
amounts up to €800 and services = immediate depreciation; amounts from €801 to €9,999
= straight-line depreciation over three years; amounts from €10,000 = straight-line depre-
ciation over 5 years.

6 Ifa requirement cannot be fulfilled digitally, this may be due to a lack of digitization on the

part of either the company or the authority. It is not possible to differentiate between these
two factors at this point.



obligation (so-called "business-as-usual costs") were also recorded. These may
be measures that serve to manage the company, for example. They may also
include replacement investments triggered by legal changes, but which compa-
nies would make anyway over time for economic reasons.

Overview 2:  Calculation formula for bureaucratic costs

Byy=LyxXZ,xH,+S,XI,+F,

Byy: Bureaucratic costs for requirement y per formed by employee x in € per year
L,:Wage rate for employee x in € per hour

Zy:Time required to complete requirement y in hours

H,:Frequency of the requirement y per year

Sy:Ongoing material costs for requirement y in € (annual share, if applicable)
l,: Frequency of ongoing material costs for requirement y per year

E,: One — time material costs for requirement y in € (annual share, if applicable)

Source: Based on Statistisches Bundesamt (2022).

The participating companies were also asked to assess the usefulness of bu-
reaucratic requirements and provide reasons for their assessment. To this end,
participants were given a selection of response categories for each requirement.
With regard to pointless bureaucracy, these included, for example: limited trace-
ability of requirements, incomprehensibility, unclear applicability, fragmentation,
double entry, or uncertainty regarding the obligations to be fulfilled. Other fac-
tors, such as the impression that reporting leads to data “graveyards”, or that
missed digitization opportunities by the legislature lead to additional costs for
companies, may further reasons why employees perceive bureaucratic require-
ments as pointless. However, due to insufficient responses, a quantitative eval-
uation of the usefulness of bureaucratic requirements was not possible. There-
fore, the study is limited to individual statements on this topic.

At the same time, the analysis also highlights the positive aspects of bureau-
cracy, such as ensuring fair competition, product safety, legal certainty, planning
reliability, quality assurance, and the potential of bureaucracy for product inno-
vation or restructuring of processes and sales opportunities. Participants also
had the opportunity to provide additional comments in an open text field.

Finally, the three companies provided selected financial key figures for 2023,
including sales, operating costs (including wages/salaries), and gross hourly
wages (including non-wage labor costs) for the individual subject areas.
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In addition to the explicitly requested variables, data from the OnDEA database
were used for the evaluation of bureaucratic requirements. These variables in-
clude the legislative level (EU, federal, state, local), the federal ministry respon-
sible (e.g., Federal Ministry for Economic Affairs and Climate Action, BMWK),
and the type of obligation fulfillment (e.g., provision of information). This enables
an even more differentiated analysis. Overview A1 in the appendix summarizes
all survey variables.
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3 Analysis of the bureaucracy catalog

The following section provides a general overview of the survey variables col-
lected in the bureaucracy catalog that may be relevant to the mechanical and
plant engineering industry. The results are then presented in detail for each of
the participating companies in Chapter 4.

Figure 2: Distribution of legal provisions by legislative level

in %

State law Municipal law (1.3)

EU law

Federal law

© IfM Bonn 24 980201 14 ===

Source: IfM Bonn: Survey of bureaucratic costs (2024), own calculations.

Looking at the levels of legislation, it becomes clear that the majority of bureau-
cratic requirements are based on federal law. Two-thirds of the approximately
3,900 requirements that companies in the mechanical and plant engineering in-
dustry have to take into account in the course of their regular business activities
originate in federal law. At 28.3%, substantially more than one in four legal pro-
visions stem from EU law.” Legislation from the federal states, and local

7 Al requirements that have been transposed from EU regulations or EU directives into na-
tional law are classified as EU law. Following the approach of the Federal Statistical Office
(Statistische Bundesamt), EU directives that are tightened when transposed into national
law — and are therefore subject to gold-plating — are classified as federal law.
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authorities is of marginal importance in terms of volume, accounting for 4.5%
and 1.3% respectively (see Figure 2).

There are substantial differences in the distribution of relevant legislation by sub-
ject area (see Figure 3).8 Most bureaucratic requirements are anchored in the
area of climate and environmental protection (27.0%). This is likely to be where
the ambitious goals of the green transformation of the economy come into play
(see Rieger-Fels et al. 2024). After all, various laws have been introduced in
recent years and will continue to be introduced in the foreseeable future, or ex-
isting laws will be tightened, in order to promote sustainable, climate-neutral
economic activity (e.g., Energy Efficiency Directive, Packaging Act, Building En-
ergy Act). Furthermore, a large number of requirements originate from the areas
of finance, taxation, and customs (21.5%), which is not surprising given the com-
plexity of tax law and the time-consuming procedures for customs clearance.

In line with the distribution of legislation by subject area, most bureaucratic re-
quirements fall within the remit of the Federal Ministry for the Environment (Bun-
desministerium fur Umwelt, BMUV) and the Federal Ministry of Finance (Bun-
desministerium der Finanzen, BMF) (see Figure 4).9 The lowest proportion of
bureaucratic requirements originate from the Federal Ministry of Transport (Bun-
desministerium fur Verkehr, BMDV) and the Federal Ministry of the Interior (Bun-
desministerium des Innern, BMI), among others.

However, the sheer number of bureaucratic requirements from the individual
ministry does not directly indicate the level of bureaucratic costs for companies,
as individual bureaucratic requirements can cause disproportionately high costs.
For example, although the BMUV is responsible for most requirements, the sin-
gle requirement for working time recording from the Federal Ministry of Labour
and Social Affairs (Bundesministerium fur Arbeit und Soziales, BMAS) causes
more bureaucratic costs for all three surveyed companies than all the bureau-
cratic requirements from BMU combined.

8 The "Other" category contains a large number of requirements that cannot be clearly as-
signed to any of the other categories, covering topics such as patents, copyrights, insur-
ance, road traffic, etc. No illustration was provided in order not to distort the presentation.

9 EU requirements have been assigned to the ministries responsible for their implementa-
tion.
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Figure 3: Distribution of legal provisions by subject area
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Source: IfM Bonn: Survey of bureaucratic costs (2024), own calculations.

Figure 4: Distribution of requirements by ministry
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Source: IfM Bonn: Survey on bureaucratic costs (2024), own calculations.
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Finally, we also looked at the main activities involved in complying with bureau-
cratic requirements.10 This helps to better understand the abstract concept of
compliance. When categorizing the main activities, we refer to the OnDEA da-
tabase (see OnDEA 2024c), which specifies nine standard activities for comply-
ing with bureaucratic requirements. 11 The largest share of bureaucratic require-
ments (39%) consists of information obligations, where companies must provide
certain information to third parties (e.g., authorities, commercial or private cus-
tomers) (see Figure 5). Typical information obligations include, for example, ad-
vance sales tax returns, information obligations for distance selling contracts, or
employee training. At 16%, application obligations represent another large block
in the type of compliance. These obligations require companies to fill out appli-
cations for various purposes, such as applications for permits for certain indus-
trial facilities, applications for research allowances, or applications for tax relief
for certain processes and procedures. Monitoring and auditing obligations ac-
count for 8% of compliance. These are mostly used to verify whether companies
are complying with legal requirements and include tasks such as preparing an-
nual financial statements, conducting year-end inventories, or operating an en-
ergy management system. Documentation requirements make up a similarly
large proportion. They obligate companies to keep certain records, such as daily
working hours, driving times for driving personnel, and the receipt of commercial
goods. Obligation to provide audited information to third parties account for 5%
of the requirements. Examples include proof of social security contributions or
proof of compliance with the obligation to employ people with disabilities. Label-
ing requirements, which require companies to label their products with certain
information (e.g., CE marking in the area of standards), represent 4% of the
requirements, making them the smallest category of compliance requirements.
Finally, 20% of the requirements cannot be assigned to any of the standard ac-
tivities and are therefore summarized under "others." This category includes ac-
tivities such as the payment of contributions to the Chamber of Industry and
Commerce (Industrie- und Handelskammer, IHK).

10 Since a bureaucratic requirement can encompass several activities, the activity that re-
quires the most time to fulfill the requirement was named.

11 The standard activities "Other" and "Compliance with additional requirements" are grouped
together in the category "Other obligations" due to their limited significance.
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Figure 5: Type of compliance with requirements
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Source: IfM Bonn: Survey of bureaucratic costs (2024), own calculations.
3.1 Bureaucratic costs in the case study companies

Three companies with similar core businesses were selected for the detailed
recording of bureaucratic costs in the mechanical and plant engineering indus-
try. All three companies produce capital goods for industrial customers. They
are characterized by global sales structures, strong positions in their respective
sales markets, and innovative strength. They are all headquartered in Germany
and, as owner-managed companies, represent typical examples of German
SMEs. The key distinguishing feature of the three companies is their size, which
ranges from 150 employees in the smallest company to 1,700 employees in the
largest.

The study focuses on the bureaucratic costs incurred by the companies' head-
quarters in Germany for the year 2023. Only costs associated with regular busi-
ness activities are considered, while extraordinary bureaucratic costs — such as
those arising from construction activities — are excluded from the analysis.
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3.2 Company A

Company A is a third-generation owner-managed family business with approxi-
mately 1,700 employees in Germany. To calculate the bureaucratic costs, the
analysis focused on the company's headquarter as well as on one additional
subsidiary in Germany that is closely linked economically and administratively.
Other production facilities in Germany and abroad are not included in the study,
as they operate autonomously in administrative terms. In 2023, the two sites
generated sales of approximately €290 million.

The company's total bureaucratic costs amounted to approximately €3.7 million
in 2023. Relative to its turnover in the same year, this corresponds to bureau-
cratic costs of around 1.3%. In terms of personnel resources, this burden is
equivalent to about 58 full-time employees. 12

Figure 6: Bureaucratic costs by legislative level for Company A
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Source: IfM Bonn: Survey of bureaucratic costs (2024), own calculations.

A breakdown by legislative level shows that 57.7% of bureaucratic costs stem
from federal legal requirements. Around 42.2% of these costs can be attributed

12 The calculation of full-time equivalents is based on an average gross annual income of
€63,573 in 2023 (see Statistisches Bundesamt 2024).
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to EU directives and regulations, while only a marginal share of 0.1% originates
from state and local law (see Figure 6).

More than half of the bureaucratic costs (58.4%) arise from the deployment of
employees to fulfill bureaucratic requirements (see Figure 7). Approximately
30.9% of the costs arise in connection with ongoing material costs incurred in
fulfilling requirements (e.g., costs for software or external services). One-time
material costs account for the remaining 10.7% of the bureaucratic burdens.
These comparatively high one-time material costs at Company A are primarily
attributable to the compliance area, as the company is currently introducing a
new compliance management system and conducting compliance training.

Figure 7: Types of bureaucratic costs for Company A
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Source: IfM Bonn: Survey of bureaucratic costs (2024), own calculations.

The analysis of bureaucracy at the ministerial level is conducted at two
analytical dimensions: first, the number of bureaucratic requirements and, sec-
ond, the bureaucratic costs incurred by these requirements (see Figure 8). The
results illustrate the sometimes highly company-specific nature of bureaucracy.
In contrast to the general ministerial analysis (see Figure 4), the BMUV plays
only a minor role for Company A, both in terms of the number of requirements
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and the resulting bureaucratic costs.13 Instead, the BMAS dominates the pic-
ture, accounting for 54.0% of all bureaucratic requirements and 62.0% of the
associated bureaucratic costs. In second place is the BMF, which is responsible
for around 11.7% of all bureaucratic requirements and around 20.5% of bureau-
cratic costs. Taken together, these two ministries (BMAS and BMF) account for
around 65% of bureaucratic requirements and around 82% of total bureaucratic
costs in Company A. This high concentration of costs on these ministries can be
explained by the fact that both ministries regulate critical and complex areas of
economic activity, such as occupational safety and taxation. The remaining min-
istries play only a minor role, both in terms of the number of requirements and
the associated costs.

The results by subject area are consistent with the findings from the ministerial
analysis. As expected, the subject area of occupational safety, in which the
BMAS enacts the most laws, accounts for the largest share of total bureaucratic
costs (40.4%) — significantly exceeding the other areas (see Figure 9). A con-
siderable 20.7% of bureaucratic costs arise from regulations in the area of fi-
nance/taxes/customs. Human resources rank third with 13.2%, followed by
standards (11.4%) and compliance (10.5%). In the area of climate/environmen-
tal protection, bureaucratic costs amount to only 2.6%, as Company A does not
have to comply with specific environmental laws, which explains the low burden.
The remaining areas (statistics, others, future) together account for around 1.1%
of total bureaucratic costs.

13 This is due to the fact that the high number of bureaucratic requirements imposed by the
BMUV only apply to certain areas, among other things. For example, companies must com-
ply with more than 70 requirements if they operate a combustion plant with a capacity of
50 MW (see 13th Ordinance for the Implementation of the Federal Immission Control Act,
Verordnung zur Durchfiihrung des Bundes-Immissionsschutzgesetzes, BImSchV). These
specific regulations do not apply to Company A, which explains the relatively low burden
imposed by the BMUV.
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Figure 8: Number of requirements and bureaucratic costs by ministry for
Company A
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Figure 9: Bureaucratic costs by subject area for Company A
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Sourcen: IfM Bonn: Survey on bureaucratic costs (2024), own calculations.
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Within the individual subject areas, certain bureaucratic requirements generate
particularly high costs. Figure 10 provides an overview of the main cost drivers
per subject area. When interpreting these results, however, it should be noted
that they represent a snapshot in time. Changes to existing requirements or the
introduction of new laws, regulations, and orders may require companies to take
additional measures at short notice.

The highest overall bureaucratic costs per requirement for Company A arise in
the area of occupational safety. Within this area, the implementation of require-
ments related to work equipment safety represents the largest cost driver. Alt-
hough this requirement accounts for only 27% of the total bureaucratic costs
within the occupational safety area, the company spent €402,000 on this re-
quirement alone in 2023. In particular, the costly inspection requirements gen-
erate substantial costs. At the same time, the company's Chief Financial Officer
(CFO) emphasizes the need for appropriate framework conditions to protect em-
ployees:

"Employee safety is the highest priority in the company, so appropriate regula-
tion in this area is a matter of course and should not be viewed critically."

High costs also arise from invoicing and archiving requirements in the areas of
finance, taxes, and customs. For Company A, these activities generated costs
of approximately €404,000, accounting for more than half of the total bureau-
cratic costs in this area in 2023. While issuing an individual invoice requires only
a few minutes, the cumulative effort becomes substantial when several hundred
thousand invoices are processed annually. The recording of a large number of
tax-relevant transactions also results in considerable bureaucratic costs. Partic-
ularly noteworthy here is the recording of incoming and outgoing commercial
goods, which entails costs of around €190,000.
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