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Abstract 

This study examines how companies perceive bureaucracy. Three different kinds of perception 
types can be identified, depending on the degree of perceived overall burden, the extent of 
efforts required to fulfil bureaucratic requirements and the degree of emotion caused by bu-
reaucracy; the Unencumbered Type, the Pragmatic Type and the Grumbling Type. More than 
50 % of companies in Germany belong to the Grumbling Type. A considerable proportion of 
companies are sceptical about the benefits of bureaucratic rules and obligations. In addition, 
they are often not able to fully implement all bureaucratic requirements. A considerable share 
of companies consciously practice autonomous bureaucracy reduction. At the same time, com-
panies are very willing to support policymakers in the process of bureaucracy reduction. 

JEL: K2, L5, L26 
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IV 

Executive Summary 

Over the past two decades, economic policy has gradually developed a wide 
range of instruments aimed at reducing bureaucracy and improving regulation. 
Although officially recorded bureaucratic costs – measured in time and cost re-
quirements – tend to decline, companies continue to regard the burden of bu-
reaucracy as a key obstacle to growth. This study examines, for the first time, 
the role of entrepreneurial perception of bureaucracy. 

Perception determines the judgement of and dealing with bureaucracy 

In matters of perception, the focus is on the individual person with his or her own 
experiences and emotions as well as his or her (specialist) knowledge and spe-
cific environment. The individual perception of entrepreneurs also influences the 
behaviour and strategies of companies, affecting how they assess and deal with 
bureaucratic requirements. 

Among the three perception types, the Grumbling Type dominates 

The study identifies three kinds of perception types. The assignment of compa-
nies to these types depends on the degree of the perceived overall burden of 
bureaucracy, the extent of efforts required to fulfil bureaucratic requirements and 
the emotions that bureaucracy evokes in companies. More than half of all com-
panies belong to the Grumbling Type, a third to the Pragmatic Type and around 
a tenth to the Unencumbered Type. 

Companies define bureaucracy much broader than politics 

Almost all companies (97.4 %) define the term bureaucracy much broader than 
politics. In addition to bureaucratic obligations resulting from the public govern-
mental sphere, they mostly also consider semi-public or private-sector regula-
tion as bureaucracy. Particularly often, the Grumbling Type has a broad under-
standing of bureaucracy and perceives more often regulations of different ori-
gins as bureaucracy. That can also contribute to the higher burdens perceived 
by this type. 

  



 

 

V 

Lack of sense and high control intensity of bureaucracy 

In addition to practical difficulties in dealing with bureaucratic requirements, a 
large proportion of companies criticise the lack of sense in many regulations 
(59 %) and a high regulatory density (78 %). This causes stress and uncertainty 
and can further reinforce negative bureaucracy perceptions. Even though com-
panies can often understand the actual objectives of laws and regulations, a 
certain "threshold of inappropriateness" is surpassed when their implementation 
requires disproportionately high effort and resources. 

Autonomous reduction of bureaucracy as a result of negative perception 

Almost half of all companies are not in a position to meet all bureaucratic re-
quirements. They only comply with those regulations which they consider most 
important. More than 25 % of the companies deliberately reduce bureaucracy 
autonomously. 

Weakened acceptance of the economic policy framework 

The widespread critical perception of bureaucracy and the incomplete compli-
ance with bureaucratic requirements can be interpreted as a weakening of the 
rule of law and the acceptance of the economic policy framework. This trend is 
further reinforced by the fact that businesses often do not perceive (any longer) 
the (potential) benefits of bureaucracy, such as legal certainty and equal treat-
ment. 

Greater involvement of enterprises in the process of bureaucracy reduc-
tion 

To reverse the negative, long-standing experiences of many companies with red 
tape, bureaucracy reduction measures and an information and communication 
policy that focus primarily on the reduction of information obligations – and thus 
on bureaucracy in the narrow sense – fall far too short. Instead, economic policy 
should take a broad understanding of bureaucracy into account, which is in line 
with the perception of (most) companies. Stronger involvement of companies 
and their expertise in the process of bureaucracy reduction can provide new 
impetus. Most companies are willing to co-operate. 
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1 Introduction 

The burden of bureaucracy on enterprises – and SMEs in particular – has long 
been an important issue in the economic policy debate. The sociologist Max 
Weber (1922) once described bureaucracy as the ideal type of legal and rational 
rule. He highlighted the positive achievements associated with it: Bureaucracy 
allows public authorities to act in accordance with general and predictable rules, 
free from arbitrariness and personal relationships. Today, however, bureaucracy 
is often perceived as exuberant and associated with a lack of meaning. The 
fulfilment of bureaucratic requirements ties up extensive resources that can no 
longer be directed towards actual (value-creating) activities. Companies and 
business associations, therefore, regard the bureaucratic burden as a critical 
growth barrier (e.g. BDI/BDA, 2008; VDMA, 2019; ZDH, 2016). 

Economic policy has been trying for years to counter this trend. Since 2006, it 
has gradually developed a wide range of instruments aimed at reducing red tape 
and improving legislation (Nationaler Normenkontrollrat, 2016). In addition to the 
establishment of the National Regulatory Control Council, other milestones in-
cluded regular impact assessments of new regulations, periodic work pro-
grammes of the Federal Government for the reduction of bureaucracy, the re-
duction of overall administrative burdens on the economy by 25 % in the period 
from 2006 to 2011 and the commissioning of the Federal Statistical Office with 
the regular measurement of administrative and compliance costs. Essential re-
forms in the recent past include, among others, three Bureaucracy Relief Acts, 
surveys by the Federal Statistical Office among users of administrative services 
and the introduction of the "one in, one out" rule at the federal level ("bureau-
cracy brake"). 

At first glance, the bureaucracy cost index – established in 2012 – shows posi-
tive effects. The administrative costs on the economy arising from obligations to 
gather, provide and transfer data and information have continued to decrease, 
albeit only marginally. Nevertheless, in the perception of companies, bureau-
cratic burdens appear to remain high. Previous research cannot adequately ex-
plain the reasons for this discrepancy because it focused mainly on measuring 
the extent and development of administrative costs only. The present study ex-
amines, for the first time, the role of entrepreneurial perception of bureaucratic 
burdens. It answers the following questions: How do companies perceive bu-
reaucracy? Which factors influence the perception of bureaucracy? In what way 
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does the companies' perception of bureaucracy affect their handling and as-
sessment of bureaucratic requirements? 

These questions will be answered in several steps: Chapter 2 develops a con-
ceptual framework for the bureaucracy perception of companies and the various 
influencing factors. Chapter 3 describes the methodological approach and the 
databases (interviews with experts and entrepreneurs as well as a structured 
representative business survey), while Chapter 4 presents the empirical results. 
The final chapter draws conclusions, makes policy recommendations and iden-
tifies needs for further research. 

2 From the measurement of bureaucracy to the perception of bureau-
cracy 

2.1 State of bureaucracy research 

So far, the focus of bureaucracy research has been mainly on systematising 
bureaucracy-related burden effects and making them accessible for measure-
ment. To achieve this, tangible and relatively simple indicators serve as a basis. 
For example, information obligations are mostly used to record bureaucratic bur-
dens on companies.1 Research is largely based on this narrow understanding, 
too (De Jong & Van Witteloostuijn, 2015). A second statistical indicator refers to 
more broadly defined compliance costs, determined at the macroeconomic level 
and based on annual changes (Statistisches Bundesamt, 2018). Bureaucratic 
burdens resulting from non-state regulation are recorded less frequently (e.g. 
DIHK, 2011). This also applies to the quantification of bureaucratic costs, which 
have a "dual-use" character, so-called "business-as-usual costs" (e.g. Bigler, 
2011; Clemens, Schorn, & Wolter, 2004). 

In 1995, the IfM Bonn carried out the first comprehensive (pioneer) study of bu-
reaucratic burdens on small- and medium-sized enterprises (SMEs) (Clemens, 
Kokalj, & Hauser, 1995). It examined bureaucratic burdens in selected (legal) 
areas and estimated the corresponding time and cost requirements. Subse-
quently, empirical studies more frequently analyse the extent and development 
of bureaucratic burdens, sometimes also by estimating or determining the asso-
ciated bureaucratic time and cost (Clemens et al., 2004; Icks, Wallau, Fischer-
Steege, Richter, & Schorn, 2006). Furthermore, studies often deal with single 

 

1 A conceptual distinction between state regulation (information obligations, compliance 
costs) and non-state regulation is made in Chapter 2.3. 
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special topics such as the reaction of companies to high bureaucracy burdens 
(Sage, 2015), the evaluation of bureaucracy relief measures (Hofmann, 2008) 
or the differentiation between internal and external bureaucracy costs (Clemens 
et al., 1995; Clemens et al., 2004; Kayser & Wallau, 2004). Also, single enter-
prise divisions and business life situations (Clemens et al., 2004; Hofmann, 
2008; Icks et al., 2006; Smallbone & Welter, 2001; Statistisches Bundesamt, 
2017; van Stel, Storey, & Thurik, 2007) company (Chittenden, Kauser, & 
Poutziouris, 2002; Clemens et al., 2004; DIHK, 2011; Kayser & Wallau, 2004; 
Mallett, Wapshott, & Vorley, 2018a) and/or enterprises that are active in certain 
fields of activity (Kayser & Wallau, 2004) have been subject to research investi-
gations. 

Since bureaucracy does not only produce a small, well-defined set of effects on 
enterprises, research – especially on the international level – increasingly takes 
a more nuanced view of bureaucracy (Kitching, Hart, & Wilson, 2015; Mallett et 
al., 2018a). Bureaucracy is not so much a static fact but is more and more un-
derstood as a process (Mallett et al., 2018a). According to this understanding, 
companies first have to identify and interpret the bureaucratic requirements rel-
evant to them and then decide as to whether and how they will deal with these 
duties. The reaction to bureaucracy obligations is determined, among other 
things, by the prevailing circumstances in the company. If, for example, new 
occupational health and safety regulations are issued, and companies have al-
ready taken appropriate measures (without a legal obligation), only a few or no 
additional actions will be necessary. 

Furthermore, regulations and laws do not only exert a direct influence on the 
actions of companies (e.g. the documentation obligations associated with the 
introduction of minimum wages). They can also have an indirect influence. This 
is the case, for example, if competitors make their working hours more flexible 
as a result of the introduction of minimum wages and this behaviour prompts 
other companies to react (Kitching, 2006; Mallett et al., 2018a). 

At the same time, the positive aspects of bureaucracy are increasingly coming 
into the focus of scientific discussion (e.g. De Jong & Van Witteloostuijn, 2015; 
Schlepphorst, Holz, & Welter, 2014). Highly complex economic and social sys-
tems cannot operate without (adequate) regulations and laws (De Jong & Van 
Witteloostuijn, 2015; Kitching et al., 2015). Although companies often do not 
consciously perceive the benefits of laws and regulations and take them for 
granted, they guarantee legal and planning security and create the space for 
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(international) business transactions (e.g. Kitching, 2006). Mandatory business 
practices can also increase efficiency if they induce a structured approach and 
enable routine processes. This can contribute to maintaining the competitive-
ness of companies (Kitching et al., 2015). 

2.2 Why is perception important? 

In bureaucracy research, bureaucratic burdens have so far been operationalised 
mostly by using the bureaucracy cost index, which measures costs induced by 
information and documentation obligations. Hence, it makes bureaucracy bur-
dens (in part) "objectifiable". However, it can be assumed that also entrepre-
neurial perception plays an essential role with regard to burden effects, handling 
and assessment of bureaucracy. This is because companies often perceive 
identical situations very differently. Thus, they understand and evaluate (sup-
posedly) objective facts differently, which ultimately results in different behav-
iours. 

This has already been proven by SME research, e.g., for the perception of 
growth processes or the sentiment of belonging to the "Mittelstand" sector. 
Schlepphorst/Schlömer-Laufen (2016) instance, show that the self-perception 
of entrepreneurs as to whether they run a fast-growing company and the objec-
tive assessment based on growth indicators differ. The study "Mittelstand 
zwischen Fakten und Gefühl" also points to a discrepancy – in this case between 
the (structural) definition of Mittelstand companies and the individual perception 
of belonging to the Mittelstand (Welter et al., 2015). Studies have also shown 
the relation between individually differing perceptions and goals, motivations 
and ambitions of entrepreneurs as well as their entrepreneurial actions. For ex-
ample, Davidsson (1991) showed how important the perception of managers 
(e.g. concerning the assessment of their capabilities or possible growth barriers) 
is for growth ambitions and corporate development. Kor et al. (2007) also attrib-
ute different company developments to the fact that entrepreneurs assess the 
possible use and combination of resources differently in their individual perspec-
tives. From start-up research, it is known that perception has a decisive influ-
ence on the recognition of entrepreneurial opportunities (Edelman & Yli‐Renko, 
2010). Sometimes the individual assessment of market opportunities can even 
be of greater importance for the decision to set up a company than an evaluation 
based on objective criteria (Michl, Spörrle, Welpe, Grichnik, & Picot, 2012). It is 
also known that female founders more often perceive their environment as chal-
lenging and their skills as insufficient for entrepreneurial activity than male 
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founders. This perception, in turn, diminishes their founding intentions (Shinnar, 
Giacomin, & Janssen, 2012).  

In bureaucracy research, the influence of entrepreneurial perception on the bu-
reaucracy burden has not yet been systematically investigated. This is under-
standable: It is complex and difficult to measure. After all, perception is one of 
the cognitive abilities of human beings (Mitchell et al., 2002) that helps us to 
capture our environment (Efron, 1969; Krueger, 2003). At the same time, the 
impressions are filtered and selected, since the information processing capacity 
of people is limited (Davidsson, 1991). 

Further, individual perception cannot be understood in isolation from the per-
sonal background and the social and societal environment. Thus, experiences 
and emotions affect the process of perception, too (Lazarus, 1995; Michl et al., 
2012). According to the theory of social perception (Bruner, Postman, & 
Rodrigues, 1951; Lilli & Frey, 1993) at the beginning of every perception pro-
cess, there is an expectation hypothesis which decides on what the human be-
ing focuses his or her attention on in specific situations and how he or she inter-
prets factual facts (Betsch, Funke, & Plessner, 2011; Lilli & Frey, 1993). Also, 
people perceive some information consciously, other only unconsciously or not 
at all. Moreover, distorted perceptions are possible if an expectation becomes 
entrenched, and people fail to revise it if necessary (Bruner et al., 1951; Lilli & 
Frey, 1993). 

Finally, perceptions also have an impact on entrepreneurial behaviour and strat-
egies. The regulations, prohibitions and precepts imposed by the state, interme-
diaries or other economic actors restrict the freedom of companies to act. Com-
panies react differently to this restriction of their freedom. While some people 
respond more actively to an event, others remain passive. According to the cog-
nitive appraisal theory of Lazarus (1995), these different human reactions are 
based on emotions. Accordingly, events evoke emotions whose nature and in-
tensity depend on the extent to which the events correspond with or diverge 
from personal goals and beliefs (Michl et al., 2012; Smith & Lazarus, 1993). 
Chittenden et al. (2002) presented one of the few studies that have roughly ex-
amined this aspect with regard to bureaucracy. They point out that regulations 
and laws also cause "psychological costs" in addition to "objectifiable" costs. 
These result from uncertainty and stress when users do not fully understand 
binding rules (Chittenden et al., 2002). A likely reaction towards bureaucracy 
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could then be termed as "ostrich" behaviour: "What I do not understand, I avoid 
or circumvent". 

Oliver (1991) identifies five entrepreneurial responses to resource bottlenecks 
and the institutional environment that can be translated from the way enterprises 
deal with perceived bureaucracy: acquiescence (companies comply with gov-
ernment regulations); compromise (companies consider whether an avoidance 
strategy would be more appropriate in some situations); avoidance (companies 
deliberately avoid regulation, but are aware of violations); defiance (an active 
form of resistance to government regulations) or manipulation. Which particular 
strategy companies choose, depends on a variety of factors we will look at in 
more detail in the next section. 

2.3 Which factors influence the perception of bureaucracy? 

2.3.1 The scope of bureaucracy 

One reason for the discrepancy between the measured and the perceived bu-
reaucracy burden may refer to policymakers and entrepreneurs having a differ-
ent understanding of bureaucracy. From a political perspective, the concept of 
bureaucracy is clearly defined: Bureaucracy is the obligation to provide infor-
mation and thus to procure, store or transmit data and other information to public 
authorities or third parties on the basis of obligations resulting from law, statutory 
order, statute or administrative regulation. (§ 2 (2) NKRG – Gesetz zur Ein-
setzung eines Nationalen Normenkontrollrates (Law of the National Regulatory 
Control Council)). This – in our understanding – "narrow bureaucracy definition" 
includes, for example, the completion of applications and forms, the participation 
in official statistical surveys, obligations to provide evidence and documentation 
as well as the calculation of income and sales taxes or of social security contri-
butions. For this Act, bureaucracy costs stem from information obligations im-
posed on natural or legal persons (§ 2 (2) NKRG). Based on this definition, the 
bureaucracy cost index has been calculated and updated monthly since 2012 
(Statistisches Bundesamt, 2019). It measures the overall economic burden on 
companies that result from the fulfilment of documentation and information obli-
gations.  

A second indicator determines the annual change in macroeconomic compli-
ance costs. Compliance costs are more broadly defined than bureaucracy costs. 
They include the total costs and the total measurable time necessary to comply 
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with a legal provision of the Federal Government (Section 2 (1) NKRG).2 We call 
this the "extended bureaucracy definition". When new legal provisions (laws and 
regulations) are introduced (including orders to refrain from specific actions) and 
implemented by administrative regulations, the resulting compliance costs are 
calculated. For companies, these comprise both one-off expenses and addi-
tional recurring expenses. Examples are the regular or event-related inspection 
of technical systems after a specific number of operating hours has been 
reached or the decommissioning and replacement of obsolete technology due 
to new legal threshold values, but also training courses as well as the procure-
ment and transfer of information (Statistisches Bundesamt, 2018). 

Figure 1: Dimensions of the term "bureaucracy" 

© IfM Bonn 19 1803 001

Compliance costs
(extended understanding 

of bureaucracy)

Other 
regulation 

(semi-public, 
private)

State 
regulation:

Administrative 
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(narrow understanding 
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• Administrative regulations 
(executive):
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• Laws (legislative)
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understanding 

of 
bureaucracy)

 
Source:  IfM Bonn 2019, own presentation. 

Third-party requirements are not part of state regulation and do not constitute 
administrative nor compliance costs. They may include, for example, private 
specifications from customer-supplier relationships. However, they can also re-
sult indirectly from public law and therefore be semi-public in nature. This means 
that the state can delegate sovereign tasks to specific institutions, such as self-

 

2 See Statistisches Bundesamt (2018) for more detailed information on the calculation and 
categorisation of compliance costs. 
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governing institutions of the business economy, standardisation institutes or so-
cial accident insurance institutions. These institutions are both en-titled and 
obliged to carry out the tasks assigned to them. This way, tasks may be carried 
out more efficiently with less bureaucracy or with higher expertise. Examples 
include the registration of enterprises in the craft register, the administration and 
supervision of apprenticeship training or the avoidance of work-related health 
risks. The term "broad bureaucracy" defined in this study comprises semi-public 
and private regulation in addition to state regulation (cf. Figure 1). 

In general, the specific bureaucratic requirements that companies have to ob-
serve in an individual case can be derived clearly from the applicable legal and 
contractual situation. Thus, theoretically, every company would be able to iden-
tify all the bureaucratic requirements that have to be respected. The bureau-
cratic requirements are, therefore, objectively given and only need to be identi-
fied as completely as possible. However, due to limited availability of resources 
and time, companies are often not in a position to fully identify and understand 
the relevant bureaucratic requirements (Mallett et al., 2018a). In some cases, 
for reasons of practicability, they limit implementation to the provisions which 
they consider most important. 

2.3.2 The design of bureaucracy 

Companies can perceive the bureaucratic requirements differently not only with 
regard to the scope of bureaucracy (narrow, extended or broad definition) but 
also regarding its content parameters. For example, companies interpret the rel-
evant regulation to varying degrees as meaningful, comprehensible or realistic. 
The scientific literature ascribes a particularly important role to the specific rela-
tion between trust and control in behavioural relationships between economic 
actors (Fukuyama, 1995; Luhmann, 2000; Welter, 2012). Hence, companies 
may have a different perception of bureaucracy, depending on the extent they 
consider regulation as a whole to be characterised more by state control or trust. 

In general, the state may choose control of entrepreneurial activity when it con-
siders the (damage) risk of (potential) abuse of trust to be too high or when it 
demands a specific means or behaviour to achieve its objectives, e.g. in order 
to protect critical legal assets such as life, health or the environment. Trust in 
the context of bureaucratic requirements may mean that the legislator sets a 
specific objective and enterprises are free to choose the means to achieve it. It 
may also mean that the legislator prescribes a particular means to reach the 
goal but then does not systematically monitor its compliance.  
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If companies feel that trust dominates the government's regulatory practice, this 
has a positive influence on their perception (Lane, Salk, & Lyles, 2001; Paul & 
McDaniel Jr., 2004). This way, perceived trust can also (partially) neutralise neg-
ative long-term experiences with bureaucracy. 

If instead, companies perceive state regulation as dominated by control, com-
panies’ transaction costs increase. This includes higher costs for searching, un-
derstanding and implementing regulations (Höhmann & Welter, 2005; Welter & 
Smallbone, 2006). At the same time, control curtails companies in their freedom 
to search for (more efficient) solutions to achieve the given goals. Also, it can be 
assumed that enterprises assess state control more negatively when they per-
ceive bureaucratic requirements as hardly effective and efficient, i.e. as unsuit-
able, disproportionate or meaningless.  

Enterprises’ perception of bureaucracy is also influenced by the fact whether 
state control is very rigid or rather reactive (event-driven). Ultimately, these cri-
teria influence the company's decision to comply with administrative require-
ments or to (partially) disregard the rules and possibly obey only some of them. 
Of course, this decision also depends to a large extent on other factors, such as 
the probability of detection, the penalty for non-compliance and on the benefits 
from non-compliance (Becker, 1968). A strategy of non-compliance may be pur-
sued in the case of regulations that are rarely monitored, such as companies’ 
obligation to carry out and document risk assessments in the field of health and 
safety. 

2.3.3 Resource endowment and bureaucracy 

The perception of bureaucracy does not only depend on the individual under-
standing of the term and the individual assessement of content-related param-
eters. Personal and company-related factors also have an influence. For in-
stance, the personal background and experience of entrepreneurs are important 
influencing factors. The longer companies operate on the market, the more ex-
periences, routines and learning effects they gain in dealing with bureaucratic 
requirements (Kitching & Smallbone, 2010). Therefore, they may not perceive 
bureaucracy as burdensome (any more). On the other hand, older companies 
may have made negative experiences with bureaucracy over a longer period of 
time. Then, negative experiences may become entrenched and lead to a per-
ception of higher burdens. 
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Beyond that, indirect experiences and information, i.e. communicated by other 
persons or institutions, play an essential role. They can be provided, for in-
stance, by managers and employees within the company, fellow entrepreneurs, 
business associations or the media (Edwards, Black, & Ram, 2003; Kitching, 
2016, 2018; Mallett et al., 2018a; Mallett, Wapshott, & Vorley, 2018b; Mayson & 
Barrett, 2017). Media coverage, which usually focuses on the burdensome as-
pects of bureaucracy rather than the benefits, contributes to the fact that the 
term "bureaucracy" today provokes mostly negative connotations and may 
therefore "(pre)determine" the expectations and perceptions of companies. 

Likewise, the corporate culture prevailing in a company – its system of values, 
norms, goals, modes of behaviour and perceptions of the environment (Schein, 
2010) influences the behaviour and the interpretation of reality of the individual 
members of the company (Bardmann & Franzpötter, 1990).  

Furthermore, the extent of available resources (personnel, financial and time 
resources) exerts an impact on the perception of bureaucracy, too (Kitching & 
Smallbone, 2010). Companies with a more extensive resource base have, for 
example, qualified personnel with specific expertise or sufficient financial re-
sources to purchase auxiliary tools and digital technologies or to make use of 
external support (Clemens et al., 2004). An increasing availability of resources 
facilitates the (internal) division of labour as well as the specialisation and pro-
fessionalisation in dealing with bureaucratic requirements in the company and 
is therefore likely to go hand in hand with a reduced perception of burdens. The 
more time resources are available, the less company owners, managers and 
employees are kept away from their core, value-creating activities. As a result, 
bureaucracy is considered less burdensome (Peck, Mulvey, & Jackson, 2018).  

However, the resources that are used to comply with bureaucratic requirements 
are no longer available to the companies for actual business activities. Particu-
larly affected are small enterprises (with lower resource potential). The efforts 
required to meet bureaucratic requirements are often of a fixed cost nature. 
Smaller companies can distribute these fixed costs only on small production vol-
umes. Hence, their (relative) cost burden is higher compared to larger firms. As 
a consequence, companies facing substantial resource restrictions or even bot-
tlenecks may find the fulfilment of bureaucratic regulations more burdensome 
(Peck et al., 2018).  
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2.4 Interim conclusion 

The perception process in general and bureaucracy perception in particular is 
influenced by factors that are related to the nature of bureaucracy, and to the 
individual person and his or her environment. The nature of bureaucracy is man-
ifested, for example, in how companies interpret its scope and the intensity of 
control. This, in turn, is also influenced by personal and business-related factors, 
i.e., whether they have a narrow or broad understanding of bureaucracy, 
whether the company is of large or small size, whether it is well-experienced or 
less experienced with bureaucracy, and whether long-standing (negative) atti-
tudes have become entrenched. As a result, entrepreneurs may not "discover" 
all the laws and regulations that are relevant to them and may evaluate and 
interpret the identified laws and regulations differently. Therefore, bureaucratic 
requirements can have different effects on companies and can lead to varying 
types of behaviour in dealing with bureaucratic duties. In the next chapters, we 
will examine this empirically. 

3 Methodical approach 

3.1 Databases 

We pursued a two-step empirical approach. At first, we conducted interviews 
with entrepreneurs and experts. These discussions served to answer the ques-
tion of how companies perceive bureaucracy. They were also instrumental in 
identifying perception types. In a second step, we conducted a nationwide com-
pany survey based on these results. It was of particular interest to find out how 
the perception of bureaucracy influences companies' handling and assessment 
of bureaucratic requirements, and which factors influence this perception. 

Starting in spring 2018, we conducted a total of 26 semi-structured interviews.3 
Seventeen interviews were held with representatives of business chambers and 
industry associations, with academic researchers and experts entrusted with the 
statistical recording, measurement and reduction of bureaucracy (e.g. NRCC). 
We also conducted interviews with the owners of nine companies of different 
sizes, economic sectors and ages. 

 

3 We would like to express our gratitude to all our discussion partners who have provided us 
with interesting and multifaceted insights into the complex thematic field of "bureaucracy". 
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The interview guideline was based on the conceptual considerations presented 
in Chapter 2. The interview topics were adapted to the two interview groups: 
Interviews with company owners focused on the components of bureaucracy 
(A), the effects of bureaucracy (B) and on policy measures to reduce bureau-
cracy (D). The group of bureaucracy experts received an additional block of 
questions dealing with the information and communication of bureaucratic re-
quirements (C) (cf. overview A1 and A2 in the appendix). 

The nationwide company survey was conducted as an online survey between 
November and December 2018. The companies addressed were selected by 
drawing a stratified random sample. The population consisted of all enterprises 
registered in Germany, with and without employees (cf. Table A1 in the appen-
dix). Since we contacted the companies by email, we could only consider those 
with available email addresses. After address cleansing, we invited 32,573 com-
panies to participate in the online survey. A total of 29,173 emails were deliv-
ered. Finally, 855 companies took part in the survey, yielding a response rate of 
2.9 %. 

In addition, intermediaries and media representatives supported the survey. 
They increased attention to the survey through various channels, such as news-
letters or homepages. Participation was via a separate link. A total of 628 com-
panies took part in the survey in this way. Thus, a total of 1,483 companies 
participated in the survey, distributed across size classes and sectors as follows 
(cf. Figure 2). 
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Figure 2: Distribution of the sample by economic sectors and employment 
size classes 
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Based on the employment size class and economic sector, we extrapolated the 
answers of the participating companies to the population of all companies in 
Germany. We can thus make representative statements about the entire enter-
prise population in Germany. 

3.2 Development of perception types 

From the interviews, we derived six constituent features that express a different 
bureaucracy perception of companies. They comprise the perceived overall bur-
den of bureaucracy, the perceived efforts to fulfil bureaucratic requirements, the 
experiences of the companies in dealing with bureaucracy, the resources avail-
able to the companies (personnel, financial and time resources), the perceived 
confidence in dealing with bureaucratic requirements and the emotions that the 
topic evokes in the companies. Each characteristic can take on different expres-
sions, which lead to a perception of bureaucracy ranging from rather neutral to 
strongly negative. 

By grouping similar characteristic scores (vgl. Kelle & Kluge, 2010), we could 
build three different perception types. Thus, each perception type shares 
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common characteristics, but at the same time clearly distinguishes itself from 
the other types (vgl. Schmidt-Hertha & Tippelt, 2011) (cf. Figure 1). 

Overview 1: Characteristics of the three perception types 

 Perception Type 

Constituent features 
The  

Unencumbered 
The  

Pragmatic 
The  

Grumbling 
Perceived overall burden very low medium very high 

Perceived proportionality of 
efforts reasonable partly 

reasonable disproportionate 

Existing (experiential) ex-
pertise very high medium very low 

Resources held available  very high medium very low 

Confidence in handling bu-
reaucracy very high medium very low 

Degree of emotionality 
evoked by the topic very low medium very high 

   © IfM Bonn 

Source: IfM Bonn 2019, own compilation. 

We call these three perception types "The Unencumbered Type", "The Prag-
matic Type" and "The Grumbling Type". The Unencumbered Type is character-
ised by having less negative connotations of bureaucracy. They also feel bur-
dened by bureaucratic requirements and realises a certain effort in meeting 
these requirements. However, companies of this type consider the overall bur-
den as low and the required efforts as reasonable. 

"All in all, with a few exceptions, often mentioned as negative examples, I 
do not consider bureaucracy to be disproportionate." (UI1)4 

The topic of bureaucracy triggers little emotion with this perception type. They 
mostly have a sober attitude in dealing with bureaucracy. This is further illus-
trated by the fact that they do recognise the advantages commonly associated 
with bureaucracy; for example, legal and planning security guaranteed by a well-
functioning legal and administrative system. 

 

4 An overview of the demographics of the interviewed companies – including their allocation 
to the three perception types – can be found in the appendix (cf. Overview A3). 



15 

 

"Surely, there are bureaucratic obligations which are sometimes annoying 
for the individual concerned. But if you look at them neutrally, these obli-
gations are appropriate in almost all cases." (UI1) 

Quite the opposite is the Grumbling Type. Companies of this type feel treated 
unfairly so that they often react very emotionally to the issue of bureaucracy. In 
this context, they often criticise the lack of trust in them as honest companies. 

"If the tax office comes and finds a formal error, this can be taken as an 
opportunity to reject my entire bookkeeping. This means that between 5 
and 10 % of the annual turnover can be estimated as tax arrears over 
three years. This puts companies in fear." (UI8) 

In addition, the Grumbling Type feels excessively burdened and considers his 
or her efforts to fulfil bureaucratic requirements to be disproportionately high. 
For example, an entrepreneur reports that he spends four hours a day, i.e. a 
quarter to a third of his working time, on complying with information and docu-
mentation obligations (UI2). 

While these two types each mark the end of a continuum, the Pragmatic Type 
is located between them. Companies of this type partly abandon the factual 
level, which is illustrated by a stronger emotionality triggered by the topic of bu-
reaucracy. For these companies, the burden and efforts associated with fulfilling 
bureaucratic requirements are much more noticeable. 

"What we have to do is indeed a burden to us. It consumes roughly 10 % 
of our working time." (UI3) 

The six constituent features that characterise the perception types were also 
captured in the business survey. Survey participants were asked to rate each 
feature on a scale from zero to 100. An explorative factor analysis shows a close 
statistical relationship between three of these six characteristics. The perceived 
overall burden, the perceived efforts to meet bureaucratic requirements and the 
degree of emotionality evoked by bureaucracy form the common factor: the per-
ception of bureaucracy (cf. Table A2 in the appendix).5 We then combined the 
ratings of these three characteristics. This gives us a measurable value for the 

 

5 A reliability analysis to measure the internal consistency resulted in a Cronbach's Alpha of 
0.75 and thus confirmed the suitability of the three indicator items for measuring the con-
struct of bureaucracy perception (cf. Table A3 in the appendix). 
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perception of bureaucracy. If the scores are low, they indicate the Unencum-
bered Type. Medium scores represent the Pragmatic Type, while high scores 
represent the Grumbling Type. The distribution of perception types across the 
entire enterprise population shows that the majority of companies belong to the 
Grumbling Type (cf. Figure 3). On the other hand, just under 10 % of all compa-
nies are unencumbered.  

Figure 3: Distribution of companies by perception types 

© IfM Bonn 19 1803 003

in %

n = 1,210

9.8

36.853.4Type 3:
The Grumbling Type 

Type 2:
The Pragmatic Type

Type 1: 
The Unencumbered 

Type

 
Source: Survey of IfM Bonn 2018; weighted values; own calculations. 

In the following chapter, we present the results of the company survey and relate 
them to the three identified perception types. Our aim is, on the one hand, to 
determine the influencing factors of bureaucracy perception and, on the other 
hand, to work out the consequences of bureaucracy perception for the assess-
ment and handling of bureaucracy. 

4 The Companies’ view of bureaucracy 

4.1 Bureaucracy perception and its influencing factors 

Entrepreneurial perception cannot be analysed in isolation from personal and 
environmental factors. But which factors influence how burdensome and emo-
tional bureaucracy is perceived? Multinomial regression procedures allow the 
empirically verifiable conclusion that the understanding of bureaucracy, the 
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relation between trust and control, the experiences made with bureaucracy over 
time, the (experiential) knowledge in dealing with bureaucracy, the disposable 
resources and the industry affiliation exert a significant influence (cf. Figure 2).6 
Furthermore, we show that the three perception types are marked by different 
values for these factors.7 

Overview 2: Factors influencing the perception of bureaucracy 

Influencing factors 

Perception Type 

The  
Unencum-

bered 

The  
Pragmatic 

The  
Grumbling 

Understanding of bureaucracy (Ref: Narrow under-
standing)    

Extended understanding of bureaucracy    
Broad understanding of bureaucracy   + 

Relation between trust and control (Ref: Control)    
Balanced relation +   
Trust in companies prevails  + - 

Bad experiences (Ref: No)    
Yes - - + 

Existing (experiental) knowledge -  + 
Resources held availiable   -  
Industry (Ref: Production industry)    

Trade/transportation/gastronomy +   
Business-related services   - 
Person-related services    
Other    

Observations  819  
Pseudo-R²  0,2040***  

   © IfM Bonn 

Note: ***p<0,01 
Reading aid: Compared to a narrow understanding of bureaucracy, a broad understanding 
increases the likelihood of being a disgruntled perception type. 
Source: Survey of IfM Bonn 2018; weighted values; own calculations. 

The results indicate that the understanding and scope of bureaucracy differ con-
siderably between companies and policymakers. Companies define the term 
"bureaucracy" much broader than politics. Only 2.6 % of all companies have a 
narrow understanding of bureaucracy and thus limit bureaucracy exclusively to 
information duties – i.e. to the type of burdens recorded by the bureaucracy cost 
index. If at all, this narrow view is held relatively more often by companies of the 
Pragmatic Type (cf. Figure 4).  

 

6 An overview of all influencing factors included in the model and their operationalisation can 
be found in overview A4 in the appendix. 

7 Table A4 in the appendix provides a complete overview of the results. 



18 

 

Figure 4: Understanding of bureaucracy from the company's point of view 
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The remaining 97.4 % of companies, however, have a different understanding 
of bureaucracy: Approximately 27 % have an extended view. These companies 
associate bureaucracy not only with information duties but also with the efforts 
required to comply with other state regulation. This view is shared especially by 
companies of the Unencumbered and the Pragmatic type. For the clear majority 
of all companies (70.6 %), however, bureaucracy includes not only state regu-
lation but also semi-public regulations (issued by intermediaries such as cham-
bers of commerce, professional associations and standards institutes) and to a 
lesser extent private specifications from customers, suppliers or value chains.8 
This broad understanding of bureaucracy is particularly common among the 
Grumbling Type, with almost 80 %.  

In their perception, these companies consider more often regulations of different 
origins as bureaucracy than companies of the Unencumbered and the Prag-
matic Type. As a consequence, one can assume that they feel much more 

 

8 Semi-public regulations are perceived as bureaucracy by about two-thirds of all companies, 
while only one in six companies regards private regulation as bureaucracy. 
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restricted in their economic freedom of action due to (a broader definition of) 
bureaucracy.  

An important influencing factor for the perceived bureaucratic burden is how 
companies perceive the overall role and behaviour of the legislator. To a varying 
degree, companies can either feel being controlled by the legislator or experi-
ence trust in their entrepreneurial qualification and integrity. In reality, the (vast) 
majority of enterprises feel controlled (cf. Figure 5), as this entrepreneur drasti-
cally puts it:  

"Of course, if I think all my fellow citizens are scoundrels and crooks, then 
I have to control and regulate and do this and that, of course." (UI3) 

Companies of the Unencumbered and the Pragmatic Type are a bit more mod-
erate in their assessments. 

Compared with the current assessment, the desired future relation between con-
trol and trust shows an almost reverse result. For the future, companies of all 
types want legislators to have a general attitude that is dominated more strongly 
by trust in their qualification and integrity. In one of the interviews, an expert also 
agrees with this demand: 

"(...) believe the entrepreneur (...) when he crosses "I am an SME" that he 
is an SME and he does not have to say anything more. If you have doubts, 
then you have to go into the verification, but initially do not let him fill out 
page-long forms with threats. You should put a little more trust in that." 
(EI2)  
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Figure 5: The relation between control and trust 
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Furthermore, our results show that negative experiences in the past can have a 
lasting impact on the perception of bureaucracy. During their often long-standing 
business activities, companies have much contact with bureaucracy. Hence, 
they build up a (cumulative) wealth of experience over time, which is fed by a 
multitude of individual impressions ("pool of memory"). In practice, companies' 
experiences with bureaucracy tend to be negative. This holds especially for the 
Grumbling Type (cf. Figure 6). Almost nine out of ten companies in this group 
have made (very) bad experiences with bureaucracy. 

"There are ... always new laws forthcoming, which are still more bureau-
cratic, which still cause more work instead of ... simplifying things." (UI2) 
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Very good or good experiences are the exception and occur noticeably only at 
companies belonging to the Unencumbered Type. In fact, the multivariate anal-
ysis shows that the Grumbling Type has built-up a negative "pool of memory" 
significantly more often. 

Figure 6: Experiences with bureaucracy 
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At the same time, the Grumbling Type uses much more resources than the Un-
encumbered Type to meet bureaucratic requirements. One company even re-
ported that it would need its own bureaucracy department to deal with red-tape 
in all depth. But in reality, the company could not afford that (UI5). 

Particular importance is attached to the amount of existing knowledge: Compa-
nies need a considerable amount of know-how and expertise to be able to com-
ply with regulations (cf. Figure 7). Companies do not only have to know and 
understand the relevant regulations but must also be able to apply them cor-
rectly. Grumbling entrepreneurs consider their knowledge to fulfil bureaucratic 
requirements as relatively high in comparison with entrepreneurs of the other 
types. This illustrates their fundamental willingness to inform themselves about 
regulations and to build up specific knowledge. However, at the same time, frus-
tration increases since this is ultimately not enough to cope with the perceived 
high bureaucratic burdens. 
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The Unencumbered Type is marked by a rather factual approach to bureau-
cracy. The lesser emotions that the topic of bureaucracy evokes in him or her 
may create the feeling that he or she has to use less knowledge to deal with 
bureaucratic requirements that are unknown or difficult to understand. The con-
stant handling of bureaucracy also plays a role here. Where companies come 
into frequent contact with administrative authorities or laws, they are more ex-
perienced in understanding the official language and legal consequences and 
have less fear of contact. 

Figure 7: Existing knowledge to meet bureaucratic requirements 
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Interestingly, the sector affiliation does exert a noticeable influence on the dis-
tribution of the three perception types. Compared to companies in the manufac-
turing sector, enterprises in other sectors of the economy, e.g. trade, tend to be 
more often unencumbered in their perception of bureaucracy. Providers of busi-
ness-related services are even less common among the Grumbling Type. It may 
be that companies in this sector (e. g., business and tax consultants, lawyers 
and accountants) are more familiar with bureaucratic requirements for profes-
sional reasons. Furthermore, these companies operate in an environment where 
specific laws and regulations, such as consumer protection, occupational health 
and safety or rules on hazardous substances have little or no relevance.  
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Neither the size, age nor legal form of a company nor its international activities 
have an influence on the perception of bureaucracy. At first sight, these results 
seem to be surprising, particularly those with regard to enterprise size and inter-
nationalisation. After all, other (time- and cost-related) studies do show a relation 
between company size and bureaucratic burden (e.g. Clemens et al., 2004): 
With increasing company size and an increasingly heterogeneous employee 
structure, bureaucratic duties seem to increase, too. These include, for example, 
regulations on labour law, health and safety, the Minimum Wage Act and infor-
mation obligations towards social security institutions. A similar connection can 
also be assumed between foreign business activities and bureaucratic burden, 
since cross-border business requires dealing with and fulfilling additional bu-
reaucratic requirements, such as visa or customs procedures. However, our 
study, which focuses on the perception of bureaucracy, indicates that time and 
cost measurements of bureaucratic burdens (e.g. with the bureaucracy cost in-
dex) do not necessarily correspond to the individual perception. 

4.2 The consequences of entrepreneurial bureaucracy perception 

In the following, we examine how the three perception types evaluate the bu-
reaucratic requirements and how they implement them in business practice. 

4.2.1 The assessment of bureaucracy  

Considering that the public and economic policy discussion focus on the bur-
dening effect and the reduction of red tape, it can easily be overlooked that bu-
reaucracy does have its raison d'être. Indeed, the term "bureaucracy" originally 
had a positive connotation. In the sense of a rules-based governmental author-
ity, bureaucracy was the contrast to the arbitrary rule of absolute rulers. Bureau-
cracy ensured that public administration acted according to general and predict-
able rules, free from arbitrariness and personal relationships.  

Even today, an essential function of bureaucracy – supported by the German 
legal and administrative system – is to guarantee neutral decisions by the au-
thorities, legal and planning certainty, and to prevent corruption. However, com-
panies are mostly sceptical about the actual realisation of these benefits (cf. 
Figure 8). 
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Figure 8: Benefits of the legal and administrative system 
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Source: Survey of IfM Bonn 2018; weighted values; own calculations. 

Most likely to be accepted are statements that the German legal and adminis-
trative system provides companies with legal certainty and reduces corruption. 
Although every company certainly is in contact with public authorities and has 
to apply for approvals, only 16 % of the companies perceives benefits arising 
from planning certainty or neutral decisions by the authorities. The same holds 
for the assessment of benefits of the legal and administrative system to society, 
e.g. through the mandatory setting of environmental standards. Although one 
can assume that the majority of companies do not have a negative view of en-
vironmental protection, half of them do not realise that legal regulations can also 
generate a positive contribution to society. 

Breaking down the results by perception types shows that the scepticism re-
garding the benefits of bureaucracy is particularly strong among enterprises be-
longing to the Grumbling Type: For almost every aspect presented, a possible 
benefit is denied by 50 % or more companies of this type (cf. Figure A1 in the 
appendix). The Unencumbered and Pragmatic Types assess the advantages of 
the legal and administrative system more positively. This applies in particular to 
companies of the Unencumbered Type. Among them, every second company 
recognises benefits with regard to reducing corruption. In addition, bureaucracy 
also provides legal and planning certainty for many unencumbered companies.  
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Among the numerous bureaucratic obligations, there are many tasks that com-
panies (would) fulfil even without a legal obligation, as they serve to support their 
entrepreneurial activities. According to a study carried out in 2004, approxi-
mately 16 % of all bureaucratic costs have such a dual-use character (vgl. 
Kayser, Clemens, Wolter, & Schorn, 2004). They include, for example, deter-
mining the structures of sales and costs for the tax declaration or determining 
sick leaves. The obligation to fulfil these requirements could, therefore, implicitly 
support management in controlling its business activities. The figures show, 
however, that the majority of companies do not perceive this as added value 
(ranging between 70 % of the Unencumbered and 81 % of the Grumbling Type). 

Besides, bureaucratic requirements may also provide companies with ad-
vantages in international competition. This is the case, for example, when (qual-
ity) standards are set which German companies have to meet, but not foreign 
ones: 

"Due to this particular EU regulation, we are very active in research. This 
is of course also a competitive advantage for us because we started re-
search relatively early and now have good know-how in this area. (Then 
regulation has become a competitive advantage?) Right!" (UI5)  

In business reality, however, such advantages seem to be the exception rather 
than the rule, regardless of whether a company conducts international business 
activities or not. Two-thirds of the companies of the Unencumbered Type and 
about 88 % of the Grumbling Type see a competitive disadvantage instead of a 
possible competitive advantage. This is the case when competing companies 
do not comply with European law without experiencing any consequences: 

"Bureaucracy at the EU level distorts competition since it is lived in differ-
ent ways in the various Member States. As Germans, we have a compet-
itive disadvantage." (UI1) 

In view of this criticism, it does not come as a surprise that most companies 
deny the statement that the German legal and administrative system creates 
market and sales opportunities for them. Only companies of the Pragmatic Type 
seem to be an exception. In fact, every sixth of them agrees with this statement. 
It can be assumed that this result is driven by industry affiliation, as companies 
of the Pragmatic Type relatively often provide business-related services – an 
area in which professional groups such as business consultants and tax advi-
sors as well as lawyers advise their (client) companies, among other things, on 
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the implementation of new legal provisions, such as the General Data Protection 
Regulation (GDPR) or the Minimum Wage Act. 

A predominantly critical view of bureaucracy is also evident when companies 
assess various general aspects of the regulations they have to comply with (cf. 
Figure 9). The majority of companies have difficulties with the identification 
(55.7 %), the comprehensibility (69.7 %) and the general meaningfulness 
(59.2 %) of the relevant regulations as well as with the documentation of data 
(information obligations) (81.9 %). In all analysed aspects, companies of the 
Grumbling Type express criticism more frequently than companies of the other 
two perception types. It can be assumed that the emotionality of the topic influ-
ences the assessment, e.g. by focusing attention on the negative aspects of 
fulfilling bureaucratic requirements and ignoring the positive sides. On the other 
hand, practical problems in dealing with bureaucracy (identification, comprehen-
sibility and meaningfulness of regulations) can cause stress and insecurity 
("psychological costs"), reinforcing negative perceptions. 

The assessment differences are particularly pronounced with regard to the per-
ceived meaningfulness of regulations. While almost three-quarters of the com-
panies of the Grumbling Type critically evaluate the meaningfulness of regula-
tions, this applies "only" to about 40 % of the companies of the other two per-
ception types. Hence, compared to the Unencumbered and Pragmatic compa-
nies, the Grumbling Type's perception of greater bureaucratic burdens seems 
to emanate much more strongly from the content, limited comprehensibility and 
acceptance of the regulations to be observed (i.e. from their "quality"). 
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Figure 9: Assessment of bureaucratic regulations 
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Source: Survey of IfM Bonn 2018; weighted values; own calculations. 

Companies state that increased regulations can affect profit expectations, that 
this is fine to a certain extent (UI4). This suggests that there is a "threshold to 
inappropriateness" when companies assess the acceptance and meaningful-
ness of bureaucratic requirements. Once this threshold is surpassed, the spe-
cific regulation is perceived as meaningless, inappropriate and excessively bur-
densome: 

"The threshold to inappropriateness is exceeded where nonsense be-
comes the norm." (UI3) 

An essential criterion for this threshold is the assessment of the means-to-ends 
relation of the respective regulations. The original aim of a law or regulation is 
still often understood, even by companies of the Grumbling Type. However, the 
means earmarked for achieving the objectives, i.e. the concrete implementing 
and procedural rules, are often considered to be inefficient and disproportion-
ately burdensome. As a consequence, only a small minority of companies in all 
three perception types believe that the overall bureaucratic burden results pri-
marily from the laws themselves (cf. Figure 10). On the contrary, almost three-
quarters of the Grumbling companies and nearly six out of ten of the Pragmatic 
ones consider the overall impairment to be caused mainly by transposition 
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legislation and administrative procedures. The often broad understanding of bu-
reaucracy, which includes not only legal regulation but also procedural rules, 
certainly supports this assessment. 

Figure 10: Implementing legislation and procedural rules as the main 
source of overall bureaucratic burdens 
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Source: Survey of IfM Bonn 2018; weighted values; own calculations. 

As important reasons for crossing the threshold of inappropriateness, compa-
nies (and experts) cited a lack of familiarity of politics and public administration 
with the reality of business life and too little consideration of practical business 
expertise within the legislative process. Also frequently mentioned were the lack 
of sufficient targeting of laws, the excessive striving for individual justice, the 
shifting of liability towards the norm addressees and, in some areas, a negative 
entrepreneurial image and somewhat interventionist economic policy principles 
held by policymakers and public administration: 

"Black sheep and decent companies are lumped together and it is pre-
sumed that everyone cheats the tax office and exploits employees." (UI2) 

4.2.2 Handling of bureaucracy 

Bureaucracy perception also has an impact on how companies implement bu-
reaucratic requirements in everyday business life (cf. Figure 11). 
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Figure 11: Fulfilment of bureaucratic requirements 
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Source: Survey of IfM Bonn 2018; weighted values; own calculations. 

Only slightly more than every second company considers itself in a position to 
fulfil all bureaucratic requirements. Compared to the enterprises of the Grum-
bling Type (49.3 %), companies of the Pragmatic Type (60.8 %) and of the Un-
encumbered Type (65.6 %) are somewhat more likely to do so. Conversely, this 
implies that a considerable proportion of companies are not able to implement 
the relevant regulations in their entirety. In other words, they are not in a position 
to behave in accordance with the law, as this entrepreneur puts it: 

"I try to be as precise as possible and to do at least the most important 
things (...). By and large, we do try to make things in such a way that we 
can stand up to audits and checks. Because there are usually penalties 
linked to it and I want to avoid that of course." (UI7) 

This attitude is reflected in two types of behaviour: on the one hand, many com-
panies are uncertain about the scope of regulations to be met. In other words, 
they do not know which or how many regulations they have to comply with. Un-
certainty about the complete fulfilment of bureaucratic requirements is once 
again particularly evident among the grumbling companies. More than 60 % are 
uncertain about this. However, even a considerable proportion of the Pragmatic 
(53.2 %) and the Unencumbered Type (40.7%) do not have complete 
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knowledge of the scope of regulations to compy with. The reasons can be found 
in difficulties related to the identification (lack of transparency), understanding 
and application of bureaucratic requirements.  

On the other hand, companies consciously decide which regulations they com-
ply with and which they do not (also in view of possible sanctions), as this en-
trepreneur clearly points out: 

"There are some things we deliberately don't do on some days. We just 
can't make it. After 18 hours of work, I sometimes say: "Now, it's enough!" 
(UI2) 

More than 70 % of companies weigh bureaucratic requirements and only meet 
those that they consider most important. This broadly applies to all perception 
types. By weighing bureaucratic obligations, they create a margin of discretion 
that makes it easier for them to deal with bureaucracy. 

This result is also confirmed by the fact that more than every fourth company 
(28 %) reduces bureaucracy autonomously by intentionally failing to meet indi-
vidual bureaucratic requirements. This applies to every third company of the 
Grumbling Type and at least every fifth company of the Unencumbered and 
Pragmatic Type. Thus, these companies consciously do not act in accordance 
with the law. 

Overall, the results on the assessment and handling of bureaucratic require-
ments show that a large proportion of businesses, particularly of the Grumbling 
Type, do not find themselves in a position to fulfil all obligations and are not 
confident that they fully comply with them. They largely feel left alone and assess 
the comprehensibility and meaningfulness of bureaucratic requirements (very) 
critically. One can assume that exceeding the "threshold to inappropriateness" 
is a pivotal reason why a considerable proportion of companies are cutting red 
tape autonomously. 

Despite the negative assessment of bureaucracy and the autonomous reduction 
of red tape by many companies, more than half of all companies are willing to 
participate in the process of reducing bureaucracy. Interestingly, companies of 
the Grumbling Type show the highest willingness to commit themselves. This is 
a positive sign. Hence, even these companies do not seem to have given up 
(yet), and consider a reduction of the currently perceived burden possible (and 
necessary). 
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5 Conclusion 

This study examines, for the first time, the relevance of entrepreneurial percep-
tion of bureaucratic burden. The focus on perceptual aspects is essential since 
companies assess identical situations differently depending on person-related 
and environment-related influencing factors. Individual perception, in turn, influ-
ences company behaviour and strategies. Concerning the perception of bureau-
cracy, we have identified and empirically validated three different perception 
types: the Unencumbered, the Pragmatic and the Grumbling Type. The assign-
ment of companies to these three types depends on the perceived overall bur-
den, the perceived efforts to fulfil bureaucratic requirements and the degree of 
emotionality that the topic of bureaucracy evokes. 

In contrast to studies that measure the time and cost requirements of bureau-
cracy, in our study neither the size, age or legal form of a company nor its pos-
sible internationalisation activities exert a statistical influence on the perception 
of bureaucracy. This result illustrates the immense importance of the (individual) 
perception of bureaucratic burdens. In perception, the focus is on individual per-
sons with their specific experiences and emotions, their specialist expertise and 
their specific environment. For this reason, the individually perceived bureau-
cratic burden can deviate from the measured bureaucratic burden, which is rec-
orded based on time and cost expenditures. 

The widespread critical perception of bureaucracy and the (sometimes con-
scious) decision not to comply with all bureaucratic requirements can be inter-
preted as a weakening of the rule of law and the acceptance of the economic 
policy framework. This concerns two areas that are central to the functioning of 
a highly complex economy and society. If the perceived bureaucratic burden on 
companies is not effectively tackled, this can reinforce the practice of autono-
mous bureaucracy reduction, further reduce trust in the regulatory competence 
of the state and thus in the long term contribute to weariness and disappointment 
with the state and democracy at large. 

A first fundamental step for economic policy actors is to bring their policy ap-
proach in line with the broad entrepreneurial understanding of bureaucracy. Ef-
forts to reduce bureaucracy and an information and communication policy that 
focus primarily on reducing information obligations – and thus on bureaucracy 
in the narrow sense – fall far too short. Ideally, economic policy actors should 
not only intensify their efforts to investigate and reduce existing burdens arising 
from public/state regulation but should also focus on non-governmental 
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regulation, especially from semi-public actors such as business chambers, pro-
fessional associations and standards institutes. 

Beyond that, economic policy should increasingly highlight the benefits and ad-
vantages of the German legal and administrative system since many companies 
are unaware of them. Ideally, this should take place within the framework of a 
communication policy that provides companies with the well-founded sentiment 
that economic policy knows about their burden situation, cares about it and has 
the firm intention of achieving a substantial bureaucracy reduction, which indeed 
can be perceived by the companies. If companies feel that policymakers take 
their concern seriously, this can help to reduce negative emotions and gradually 
create or restore a culture of cooperation and trust. 

However, in order to reduce the perceived bureaucratic burden substantially, 
concrete improvements are required. Greater transparency and comprehensi-
bility of regulations can help to ensure that companies perceive bureaucracy as 
more manageable and straightforward. This would not only reduce feelings of 
being overburdened and worries about non-compliance with regulations but 
would also strengthen companies' self-determination and certainty in dealing 
with bureaucracy. 

A large proportion of companies criticise in particular the lack of meaningfulness 
and the high intensity of control (regulatory density) of bureaucratic require-
ments. There are already two instruments at the federal level, i.e. the regulatory 
impact assessment and the SME test, which are explicitly intended to ensure 
the effectiveness and proportionality of newly enacted laws. However, the wide-
spread criticism of the companies indicates that the two instruments do not suf-
ficiently fulfil their purpose. Policymakers should, therefore, examine the design 
(contents) and (procedural) functioning of the existing instruments and draw up 
suggestions for improvements. These could, for example, refer to a more pro-
ductive consideration of entrepreneurial expertise in the legislative process. This 
way, the realism and proportionality of bureaucratic requirements may be in-
creased. 

A further starting point is closely related to the design of the legislative process: 
In the perception of companies, the overall bureaucratic burden does not pri-
marily result from the laws themselves, but more from the respective implemen-
tation regulations and administrative procedures, i.e. from the actual means and 
procedures that are chosen for achieving the laws' objectives. This assessment 
suggests that aspects of law implementation should be given greater 
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consideration in the legislative process. As a consequence, contents and imple-
mentation of the laws should be understood more as a unity. This, however, 
implies a higher level of cooperation between the federal, regional and local lev-
els because competences of different government levels are concerned. 

The difficulties experienced in dealing with bureaucracy can cause stress and 
uncertainty in companies ("psychological costs") and thus reinforce negative 
perceptions. Since this is a self-perpetuating process that also covers a wide 
range of different regulations and areas of law, effective relief is not easy to 
achieve. Instead, in order to reverse the companies' long-term negative experi-
ences with bureaucracy, a "great breakthrough" in politics with a high degree of 
credibility and dynamics is required. Sporadic, piecemeal bureaucracy relief 
measures cannot reverse the companies' pool of experience and have no sig-
nificant positive impact on their perception. The realisation of this "great break-
through" requires innovative ideas with coordinated joint measures. One possi-
bility is to involve companies more strongly. As those being directly affected, 
they can play a more active role in shaping the bureaucracy reduction process 
and thereby contribute their specific, entrepreneurial problem-solving compe-
tence. Our study results signal a high general willingness of companies to par-
ticipate in this process. Thus, there seems to be a positive basis for such an 
approach in Germany. 

On the whole, the reduction of bureaucracy is an extensive, complex process 
that requires the coordinated interaction of many involved institutions at different 
(state, semi-public and private) levels. An essential indicator for assessing the 
success of this process is the question whether the measures taken do lead to 
thorough improvements that can be perceived by companies. Therefore, we rec-
ommend follow-up investigations at regular intervals which focus on the entre-
preneurial perception of bureaucracy and analyse the status of the changes 
achieved. 

  



34 

 

Literature 

Bardmann, T. M.; Franzpötter, R. (1990): Unternehmenskultur. Ein 
postmodernes Organisationskonzept?, Soziale Welt, S. 424-440. 

BDI/BDA (2008): Bürokratie abbauen – Mehr Wertschöpfung und Arbeitsplätze, 
Bundesverband der Deutschen Industrie e. V. (BDI): BDI-Drucksachen-Nr. 409, 
Berlin. 

Becker, G. S. (1968): Crime and punishment: An economic approach, in: Gary 
S. Becker; Landes, W. M. (Hrsg.): The economic dimensions of crime, S. 13-68. 

Betsch, T.; Funke, J.; Plessner, H. (2011): Allgemeine Psychologie für Bachelor: 
Denken – Urteilen, Entscheiden, Problemlösen, Berlin Heidelberg. 

Bigler, H.-U. (2011): Messung der Regulierungskosten für die KMU, Die 
Volkswirtschaft: Das Magazin für Wirtschaftspolitik, 84 (9), S. 17-22. 

Bruner, J. S.; Postman, L.; Rodrigues, J. (1951): Expectation and the Perception 
of Color, The American Journal of Psychology, 64 (2), S. 216-227. 

Chittenden, F.; Kauser, S.; Poutziouris, P. (2002): Regulatory burdens of small 
business: A literature review, Manchester. 

Clemens, R.; Kokalj, L.; Hauser, H.-E. (1995): Bürokratie – ein Kostenfaktor, 
Stuttgart. 

Clemens, R.; Schorn, M.; Wolter, H.-J. (2004): Bürokratiekosten kleiner und 
mittlerer Unternehmen – Gutachten im Auftrag des Bundesministeriums für 
Wirtschaft und Arbeit, in: Institut für Mittelstandsforschung (IfM) Bonn (Hrsg.): 
Schriften zur Mittelstandforschung, Bonn. 

Davidsson, P. (1991): Continued entrepreneurship: Ability, need, and 
opportunity as determinants of small firm growth, Journal of Business Venturing, 
6 (6), S. 405-429. 

De Jong, G.; Van Witteloostuijn, A. (2015): Regulatory Red Tape and Private 
Firm Performance, Public Administration, 93 (1), S. 34-51. 

DIHK (2011): Wirtschaftliche Selbstverwaltung – Messung der Bürokratiekosten 
bei hoheitlichen Aufgaben der IHKs, Berlin/Wiesbaden. 



35 

 

Edelman, L.; Yli‐Renko, H. (2010): The Impact of Environment and 
Entrepreneurial Perceptions on Venture‐Creation Efforts: Bridging the Discovery 
and Creation Views of Entrepreneurship, Entrepreneurship Theory and Practice, 
34 (5), S. 833-856. 

Edwards, P.; Black, J.; Ram, M. (2003): The impact of employment legislation 
on small firms: a case study analysis, in: Department of Trade and industry 
(Hrsg.): Employment Relations Research Series No. 20, London. 

Efron, R. (1969): What is Perception?, in: Cohen, R. S.; Wartofsky, M. W. 
(Hrsg.): Proceedings of the Boston Colloquium for the Philosophy of Science 
1966/1968, Dordrecht, S. 137-173. 

Fukuyama, F. (1995): Trust: The social virtues and the creation of prosperity, 
New York. 

Hofmann, M. (2008): Bürokatie im Mittelstand. Umfang und Auswirkungen 
staatlicher Bürokratie im Mittelstand, Freiburg. 

Höhmann, H.-H.; Welter, F. (Hrsg.) (2005): Trust and entrepreneurship: A West-
East perspective, Cheltenham. 

Icks, A.; Wallau, F.; Fischer-Steege, H.; Richter, M.; Schorn, M. (2006): 
Ermittlung bürokratischer Kostenbelastungen in ausgewählten Bereichen: 
Gutachten im Auftrag des Bundesministeriums für Wirtschaft und Technologie, 
Institut für Mittelstandsforschung (IfM) Bonn: IfM-Materialien Nr. 166, Bonn. 

Kayser, G.; Clemens, R.; Wolter, H.-J.; Schorn, M. (2004): Bürokratiekosten 
kleiner und mittlerer Unternehmen: Gutachten im Auftrag des 
Bundesministeriums für Wirtschaft und Arbeit, Schriften zur 
Mittelstandsforschung, Wiesbaden. 

Kayser, G.; Wallau, F. (2004): Die Belastung des Handwerks mit Bürokratie, in: 
Institut für Mittelstandsforschung (IfM) Bonn (Hrsg.): Jahrbuch zur 
Mittelstandsforschung, Bonn, S. 1-29. 

Kelle, U.; Kluge, S. (2010): Vom Einzelfall zum Typus (From individual cases to 
types), Opladen. 

Kitching, J. (2006): A Burden on Business? Reviewing the Evidence Base on 
Regulation and Small-Business Performance, Environment and Planning C: 
Government and Policy, 24 (6), S. 799-814. 



36 

 

Kitching, J.; Smallbone, D. (2010): Literature Review for the SME Capability to 
Manage Regulation project, Kingston. 

Kitching, J.; Hart, M.; Wilson, N. (2015): Burden or benefit? Regulation as a 
dynamic influence on small business performance, International Small Business 
Journal 33 (2), S. 130-147. 

Kitching, J. (2016): The ubiquitous influence of regulation on entrepreneurial 
action, International Journal of Entrepreneurial Behavior & Research, 22 (2), S. 
215-233. 

Kitching, J. (2018): Exploring firm-level effects of regulation: going beyond 
survey approaches, in: Blackburn, R.; De Clercq, D.; Heinonen, J. (Hrsg.): The 
SAGE handbook of small business and entrepreneurship, London, S. 391-406. 

Kor, Y. Y.; Mahoney, J. T.; Michael, S. C. (2007): Resources, Capabilities and 
Entrepreneurial Perceptions, Journal of Management Studies, 44 (7), S. 1187-
1212. 

Krueger, N. F. (2003): The Cognitive Psychology of Entrepreneurship, in: Acs, 
Z. J.; Audretsch, D. B. (Hrsg.): Handbook of Entrepreneurship Research: An 
Interdisciplinary Survey and Introduction, Boston, S. 105-140. 

Lane, P. J.; Salk, J. E.; Lyles, M. A. (2001): Absorptive capacity, learning, and 
performance in international joint ventures, Strategic Management Journal, 22 
(12), S. 1139-1161. 

Lazarus, R. S. (1995): Cognition and emotion from the ret viewpoint, Journal of 
Rational-Emotive and Cognitive-Behavior Therapy, 13 (1), S. 29-54. 

Lilli, W.; Frey, D. (1993): Die Hypothesentheorie der sozialen Wahrnehmung, in: 
Frey, D.; Irle, M. (Hrsg.): Theorien der Sozialpsychologie Band I: Kognitive 
Theorien, Bern, S. 49-78. 

Luhmann, N. (2000): Die Paradoxie des Entscheidens, in: Balke, F.; Schwering, 
G.; Stäheli, U. (Hrsg.): Organisation und Entscheidung, Bielefeld, S. 123-151. 

Mallett, O.; Wapshott, R.; Vorley, T. (2018a): Understanding the firm-level 
effects of regulation on the growth of small and medium-sized enterprises, in: 
Department for Business Energy & Industrial Strategy (Hrsg.): BEIS Research 
Paper Number 10, London. 



37 

 

Mallett, O.; Wapshott, R.; Vorley, T. (2018b): How Do Regulations Affect SMEs? 
A Review of the Qualitative Evidence and a Research Agenda, International 
Journal of Management Reviews, S. 1-23. 

Mayson, S.; Barrett, R. (2017): A new argument using embeddedness and 
sensemaking to explain small firms' responses to employment regulation, 
Human Resource Management Journal, 27 (1), S. 189-202. 

Michl, T.; Spörrle, M.; Welpe, I. M.; Grichnik, D.; Picot, A. (2012): Der Einfluss 
von Kognition und Affekt auf Unternehmensgründungsentscheidungen: Eine 
vergleichende Analyse von Angestellten und Unternehmern, Zeitschrift für 
Betriebswirtschaft, 82 (3), S. 275-304. 

Mitchell, R. K.; Busenitz, L.; Lant, T.; McDougall, P. P.; Morse, E. A.; Smith, J. 
B. (2002): Toward a Theory of Entrepreneurial Cognition: Rethinking the People 
Side of Entrepreneurship Research, Entrepreneurship Theory and Practice, 27 
(2), S. 93-104. 

Nationaler Normenkontrollrat (2016): 10 Jahre NKR – gute Bilanz bei 
Bürokratieabbau und Folgekostenbegrenzung – alarmierender Rückstand bei 
E-Government, Berlin. 

Oliver, C. (1991): Strategic responses to institutional processes, Academy of 
Management Review, 16 (1), S. 145-179. 

Paul, D. L.; McDaniel Jr., R. R. (2004): A field study of the effect of interpersonal 
trust on virtual collaborative relationship performance, MIS Quarterly, 28 (2), S. 
183-227. 

Peck, F. W.; Mulvey, G. C.; Jackson, K. (2018): Regulation and small business 
growth: Case studies from North West England, in: Department for Business 
Energy & Industrial Strategy (Hrsg.): BEIS Research Paper Number 11, Londen. 

Sage (2015): Bürokratie im deutschen Mittelstand, Frankfurt. 

Schein, E. H. (2010): Organizational culture and leadership, San Francisco. 

Schlepphorst, S.; Holz, M.; Welter, F. (2014): Measuring the regulatory 
environment for SMEs – The case of Germany, in: OECD (Hrsg.): Regulatory 
Environment for Small and Medium-sized Enterprises, S. 55-89. 



38 

 

Schlepphorst, S.; Schlömer-Laufen, N. (2016): Schnell wachsende 
Unternehmen in Deutschland: Charakteristika und Determinanten ihres 
Wachstums, in: IfM Bonn (Hrsg.): IfM-Materialien Nr. 246, Bonn. 

Schmidt-Hertha, B.; Tippelt, R. (2011): Typologien, Report: Zeitschrift für 
Weiterbildungsforschung, (1), S. 23-35. 

Shinnar, R. S.; Giacomin, O.; Janssen, F. (2012): Entrepreneurial Perceptions 
and Intentions: The Role of Gender and Culture, Entrepreneurship Theory and 
Practice, 36 (3), S. 465-493. 

Smallbone, D.; Welter, F. (2001): The Role of Government in SME Development 
in Transition Economies, International Small Business Journal, 19 (4), S. 63-77. 

Smith, C. A.; Lazarus, R. S. (1993): Appraisal components, core relational 
themes, and the emotions, Cognition & Emotion, 7 (3-4), S. 233-269. 

Statistisches Bundesamt (2017): Zufriedenheit der Unternehmen mit 
behördlichen Dienstleistungen, Wiesbaden. 

Statistisches Bundesamt (2018): Leitfaden zur Ermittlung und Darstellung des 
Erfüllungsaufwands in Regelungsvorhaben der Bundesregierung, Wiesbaden. 

Statistisches Bundesamt (2019): Bürokratiekostenindex, 
https://www.destatis.de/DE/Themen/Staat/Buerokratiekosten/Tabellen/buerokr
atiekostenindex.html, Abruf am 10.04.2019. 

van Stel, A.; Storey, D. J.; Thurik, A. R. (2007): The Effect of Business 
Regulations on Nascent and Young Business Entrepreneurship, Small Business 
Economics, 28 (2), S. 171-186. 

VDMA (2019): Mehr Freiheit, weniger Bürokratie!, Frankfurt am Main. 

Weber, M. (1922): Wirtschaft und Gesellschaft, Tübingen. 

Welter, F.; Smallbone, D. (2006): Exploring the role of trust in entrepreneurial 
activity, Entrepreneurship Theory and Practice, 30 (4), S. 465-475. 

Welter, F. (2012): All you need is trust? A critical review of the trust and 
entrepreneurship literature, International Small Business Journal, 30 (3), S. 193-
212. 



39 

 

Welter, F.; May-Strobl, E.; Holz, M.; Pahnke, A.; Schlepphorst, S.; Kranzusch, 
P. (2015): Mittelstand zwischen Fakten und Gefühl, in: IfM Bonn (Hrsg.): IfM-
Materialien Nr. 234, Bonn. 

ZDH (2016): „Wettbewerbsfähigkeit und Fachkräftesicherung im Handwerk 4.0: 
Wirtschaftspolitische Rahmenbedingungen und betriebswirtschaftliche 
Herausforderungen“, Anhörung der Enquetekommission VI des nordrhein-
westfälischen Landtags „Zukunft des Handwerks und Mittelstand in Nordrhein-
Westfalen": Anhörung am 11. April 2016 im Landtag in Düsseldorf, Düsseldorf. 

 

  



40 

 

Appendix 

Overview A1: Guidelines for expert interviews 
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Source:  Survey of IfM Bonn 2018. 
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Overview A2: Guideline for company interviews 

 

Source:  IfM Bonn 2018 survey. 
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Table A1: Survey sample by economic sectors (WZ 2008) and employment 
size classes 

Economic sectors 

Number of enterprises with ... employees subject to 
social insurance 

Total 
up to 9 10-49 50-249 250 and 

more 

Production industries 
(B,C,D,E,F) 2,350 2,350 2,350 2,486 9,536 

Distribution (G,H,I,J) 2,350 2,350 2,350 2,486 9,536 

Business-related ser-
vices (K,L,M,N) 2,350 2,350 2,350 2,486 9,536 

Other services 
(P,Q,R,S) 2,350 2,350 2,350 1,942 8,992 

Total 9,400 9,400 9,400 9,400 37,600 
     © IfM Bonn 

Note: In the sector “other services”, all enterprises with 250 or more employees em-
ployed have been included in the sample. The difference up to the complete cell 
frequency was allocated to companies of the same size class. 

Overview A3: Demography of the interviewed companies 

No. Sector Size Perception Type 

UI1 Industry – Timber industry Micro enterprise 
(0 to 9 employees) Unencumbered Type 

UI2 Hospitality/ gastronomy Micro enterprise 
(0 to 9 employees) Grumbling Type 

UI3 Service provider Large enterprise 
(more than 500 employees) Pragmatic Type 

UI4 Service provider/ Ma-
nagement consulting 

Micro enterprises 
(0 to 9 employees) Unencumbered Type 

UI5 Industry Medium-sized enterprise 
(50 to 499 employees) Pragmatic Type 

UI6 Industry – Metal construc-
tion 

Small enterprise 
(10 to 49 employees) Grumbling Type 

UI7 
Industry – Manufacture of 
bakery and pasta prod-
ucts 

Medium-sized enterprise 
(50 to 499 employees) Pragmatic Type 

UI8 Industry Micro enterprise 
(0 to 9 employees) Grumbling Type 

UI9 Industry Large enterprise 
(more than 500 employees) Unencumbered Type 

   © IfM Bonn 

Source:  Survey of IfM Bonn 2018. 
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Table A2: Results of explorative factor analysis 

Indicator items F1 F2 

Perceived burden of bureaucratic requirements 0,76 0,15 
Perceived effort to meet bureaucratic require-
ments 0,80 0,05 

Existing experience to meet bureaucratic require-
ments 0,26 0,63 

Perceived security in dealing with bureaucratic re-
quirements -0,05 0,64 

Emotionality of the topic 0,54 -0,06 

Eigen value 1,57 0,83 
  © IfM Bonn 

Note: Main axis analysis, VARIMAX rotated, Kaiser-Meyer-Olkin criterion > 0.6. 
Source:  Survey of IfM Bonn 2018; own calculations. 

Table A3: Internal consistency and intercorrelations of the individual indicator 
items 

  1 2 3 

1 Perceived burden of bureaucratic requirements (.63)   
2 Perceived effort to meet bureaucratic requirements .70 (.56)  
3 Emotionality of the topic .41 .47 (.82) 

Cronbach's Alpha 0,75 
 © IfM Bonn 

Note: Cronbach's alpha (diagonal).  
Source:  Survey of IfM Bonn 2018; own calculations. 
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Overview A4: Factors influencing the perception of bureaucracy 

Variable name Question/Explanation Variable values/value labels 
Understanding 
of bureaucracy 

Classification of the general understanding of bu-
reaucracy on the basis of given terms 

1 = narrow understanding 
2 = extended understanding 
3 = broad understanding 

Relation be-
tween trust and 
control 

Classification of the present and future desirable re-
lation between control and trust on a scale from 1 
(very high control) to 7 (very high trust). 

1 = control prevails 
2 = balanced relation between 
trust and control 
3 = trust prevails 

Pool of Memory Classification of the company's experience in deal-
ing with bureaucratic requirements 

bad experiences 
0 = no 
1 = yes 

Corporate cul-
ture 

Classification of the corporate culture on the basis 
of data on bureaucratic management style on a 
scale from 1 (unbureaucratic management style) to 
5 (bureaucratic management style). 

bureaucratic management style 
1 = (very) poorly developed  
2 = moderately developed 
3 = (very) strongly developed 

Classification of corporate culture on a scale from 1 
(high level of trust) to 5 (low level of trust) on the 
basis of information on managers' trust in employ-
ees. 

confidence in employees 
1 = (very) poorly developed  
2 = moderately developed 
3 = (very) strongly developed 

Existing (experi-
ential) know-
ledge 

Classification of the company's (experience) 
knowledge to meet bureaucratic requirements  

metric from 1 to 100 

Resources held 
available 

Classification of the available resources (personnel 
capacity, financial means, time resources) to meet 
bureaucratic requirements  

metric from 1 to 100 

Business chara-
cteristics  

Number of employees subject to social insurance 
contributions as of 31.12.2017  

1 = 0 to 9 employees 
2 = 10 to 49 employees 
3 = 50 to 249 employees 
4 = 250 to 499 employees 
5 = 500 and more employees 

Annual net sales in fiscal year 2017 
 

1 = less than 250 thousand euros 
2 = 250 thousand up to 1 million 
euros 
3 = 1 to less than 2 million euros 
4 = 2 to less than 10 million euros 
5 = 10 million euros and more 

Assignment of the branch of economic activity on 
the basis of predefined response options 

1 = Production industries, utilities 
and waste management 
2 = Trade/transportation/ gastron-
omy 
3 = Business-related services, 
ICT, finance 
4 = Person-related services, edu-
cation/health/social services, art 

Foreign trade activities 0 = no 
1 = yes 

Assessment of the current company situation on a 
scale from 1 (very good) to 5 (very bad) 

1 = (very) good 
2 = satisfactory 
3 = (very) bad 

Locational con-
ditions for entre-
preneurship 

Assessment of the general locational conditions for 
entrepreneurship in Germany on a scale from 1 
(very good) to 5 (very poor) 

1 = (very) good 
2 = satisfactory 
3 = (very) bad 

  © IfM Bonn 

Source:  Survey of IfM Bonn 2018; own calculations. 



46 

 

Table A4: Multinomial Regression Results 

Variables Unencum-
bered Type 

Pragmatic 
Type 

Grumbling 
Type 

Understanding of bureaucracy (Ref: Narrow under-
standing)    

Extended understanding of bureaucracy -0,048 -0,058 0,106 
Broad understanding of bureaucracy -0,065 -0,092 0,157** 

Relation between control and trust (Ref: Control)    
Balanced ratio  0,062* 0,066 -0,128*** 
Trust in companies 0,049 0,154** -0,203*** 

Current locational conditions (Ref: (Very) good)    
Medium -0,005 -0,036 0,041 
(Very) bad 0,041 -0,110** 0,069 

Current company situation (Ref: (Very) good)    
Medium 0,012 -0,048 0,036 
(Very) bad 0,008 0,005 -0,013 

Bad experiences (Ref: No)    
Yes -0,125*** -0,313*** 0,438*** 

Existing (experiential) knowledge  -0,001*** -0,000 0,002*** 
Resources held available -0,001 -0,001** 0,002*** 
Bureaucratic management style (Ref: poorly devel-
oped)    

Moderately developed -0,047** 0,039 -0,009 
Strongly developed 0,015 -0,050 0,035 

Level of managers' trust in employees (Ref: high)    
Medium -0,013 0,022 -0,009 
Low 0,031 -0,010 -0,021 

Employees (Ref: 0 to 9 employees)    
10 to 49 -0,042 0,103 -0,060 
50 to 249 
250 to 499 

-0,034 
0,010 

0,106 
0,051 

-0,072 
-0,062 

500 and more -0,031 0,127 -0,096 
Foreign trade activities (Ref: No)    

Yes 0,002 0,045 -0,047 
Economic sector (Ref: Production industries)    

Trade/transportation/gastronomy 0,080*** -0,050 -0,030 
Business-related services 0,021 0,070 -0,091* 
Person-related services 0,023 -0,003 -0,020 

Liberal profession/crafts (Ref: No)    
Yes 0,005 -0,002 -0,004 

Legal form (Ref: partnership)    
Incorporated company -0,007 0,035 -0,028 

Company age -0,000 0,001 -0,001 
Management function of the respondent (Ref: no)    

Yes 0,011 -0,025 0,014 
Sample origin (Ref: Open survey)    

Closed survey -0,016 -0,042 0,058* 
Observations  774  
Pseudo-R²  0,1962***  

   © IfM Bonn 

Source:  Survey of IfM Bonn 2018; own calculations. 
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Figure A1: Benefits of the German legal and administrative system 
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Source:  Survey of IfM Bonn 2018; weighted values; own calculations. 
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