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

 

Rodi Akalan, Susanne Schlepphorst, Annette Icks 

Abstract 

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

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

JEL: K2, L5, L26 
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Summary 

Number of requirements not equivalent to financial burden 

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

Disproportionate burden on smaller companies  

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

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

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

High levels of bureaucracy in areas relevant to business  

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

High bureaucratic burden also due to indirect requirements 

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

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

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

Bureaucratic requirements1 and procedures are an important location factor for 
the economy, especially in highly complex economies such as Germany. They 
enable legally secure and predictable action, counteract corruption, and provide 
the basis for fair competition. However, these benefits are accompanied by bu-
reaucratic costs2 in the form of the financial and time resources required to com-
ply with bureaucratic requirements. In addition, compliance with bureaucratic 
requirements often ties up highly qualified employees, which is particularly prob-
lematic in times of skilled labor shortages. 

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

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

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

 

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

2 Bureaucratic costs are understood to be the total costs of fulfilling a bureaucratic require-
ment, including personnel costs as well as ongoing and one-time material costs. In this 
study, the term bureaucratic costs is used synonymously with the technical term "compli-
ance costs," which is used in other studies, e.g., by the Federal Statistical Office (Statis-
tisches Bundesamt). 
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are the psychological costs, opportunity costs, and the consequences for invest-
ment and competitiveness (see Holz & Icks 2023).3 

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

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

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

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

 

3 Psychological costs of bureaucracy are understood as the use of personal energy and ef-
fort as an additional factor in the bureaucratic burden, alongside the time and cost factors.  
Opportunity costs refer to the foregone benefits that could have been achieved if the re-
sources used to implement the bureaucratic requirements had instead been allocated to 
productive activities.  
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and plant engineering companies in fulfilling bureaucratic obligations. The focus 
was on bureaucratic requirements set by the federal government. This has al-
ready provided an initial picture of some of the specific bureaucratic costs in-
curred by companies.   

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

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

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

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

3. Which bureaucratic requirements generate the highest costs for companies?  
4. What role does the burden of exceeding EU minimum standards play in Ger-

man law for mechanical and plant engineering companies? 
5. How can bureaucratic requirements for mechanical and plant engineering 

companies be reduced and made more user-friendly?  

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

2.1 Development of the bureaucracy catalog 

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

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

To build the database of bureaucratic requirements for the mechanical and plant 
engineering industry, the study follows a two-stage system (see Figure 1). The 
starting point is the respective databases containing the bureaucratic require-
ments at the four legislative levels. In the first step of the process, the require-
ments are subjected to an ad hoc assessment by the authors of the study. In 
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this step, bureaucratic requirements that are clearly irrelevant to mechanical and 
plant engineering companies – for example, laws specific to agriculture, medi-
cine, or retail – are excluded at this stage. This reduces the number of bureau-
cratic requirements to "potentially relevant bureaucratic obligations" for the me-
chanical and plant engineering industry.  

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

 

4 Activities that are not part of the regular business operations of companies were not sur-
veyed, e.g., construction activities. 
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Figure 1: Systematic structure of the bureaucracy catalog 

© IfM Bonn 24 980201 21
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Source: IfM Bonn: Survey on bureaucratic costs (2024), own representation. 

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

Subject area Examples 

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

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

Climate/environmental 
protection 

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

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

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

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

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

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

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

 © IfM Bonn 

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

For the survey, the legal requirements within each subject area were further 
refined. Individual bureaucratic requirements are sometimes very detailed. For 
example, the creation of an employment contract covers three separate require-
ments. Furthermore, requirements are often expressed in legal jargon, which 
can make them difficult to understand. To address this, the individual bureau-
cratic requirements were translated into practical bureaucratic processes. This 
means that detailed requirements were summarized and reformulated in a way 
that is understandable for all employees. This consolidation process proved to 
be very complex in some cases, as bureaucratic processes can span different 
laws. As a final structuring step, the consolidated bureaucratic requirements be-
longing to the same area of responsibility were grouped into subcategories. For 
example, the human resource area includes the subgroups "Employment 
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contract and termination of employment", "In-company training," and "Social se-
curity". Overall, this preparation process reduced the survey to a total of approx-
imately 1,200 condensed bureaucratic requirements, which were then pre-
sented to the three participating companies. 

2.2 Data collection 

Data was collected between May and the end of July 2024. An Excel file was 
used as the survey tool, divided according to the eight subject areas with their 
corresponding subgroups and condensed bureaucratic requirements. This file 
was made available to the employees involved in the participating companies. 
The employees selected the requirements relevant to them and provided de-
tailed information on the activities required to fulfill each one. This included the 
time spent per requirement and the frequency with which this activity is per-
formed per year. In addition, information was collected on material costs in-
curred (ongoing or one-time) to fulfill the requirement, such as the purchase of 
software or the consultation of external advisors.5 To calculate the bureaucratic 
costs, employees’ gross hourly wage (including non-wage labor costs) was also 
recorded. Overview 2 shows the formular used to calculate the bureaucratic 
costs per requirement. 

Non-financial indicators were also surveyed. These included the "number of 
forms" that must be filled out per requirement. This only applies to certain re-
quirements, e.g., when an application must be submitted. This indicator was in-
tended to offer a more tangible representation of bureaucracy. Another variable 
was the "degree of digitization" in fulfilling each requirement, categorized as "not 
digitized", "partially digitized", and "fully digitized", indicating the extent to which 
companies have digitized their bureaucratic processes.6 A third aspect of the 
survey captured the extent to which other departments or external partners are 
involved in fulfilling requirements, allowing for a better assessment of the com-
plexity of a bureaucratic requirement. In addition, measures and activities – at 
least in part – performed by the companies even in the absence of a legal 

 

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

6 If a requirement cannot be fulfilled digitally, this may be due to a lack of digitization on the 
part of either the company or the authority. It is not possible to differentiate between these 
two factors at this point. 
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obligation (so-called "business-as-usual costs") were also recorded. These may 
be measures that serve to manage the company, for example. They may also 
include replacement investments triggered by legal changes, but which compa-
nies would make anyway over time for economic reasons.  

Overview 2: Calculation formula for bureaucratic costs 

𝑩𝑩𝒙𝒙𝒙𝒙 = 𝑳𝑳𝒙𝒙 × 𝒁𝒁𝒚𝒚 × 𝑯𝑯𝒚𝒚 + 𝑺𝑺𝒚𝒚 × 𝑰𝑰𝒚𝒚 + 𝑭𝑭𝒚𝒚  

𝐵𝐵𝑥𝑥𝑥𝑥:𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵𝐵 𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐 𝑓𝑓𝑓𝑓𝑓𝑓 𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟 𝑦𝑦 𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝𝑝 𝑏𝑏𝑏𝑏 𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒 𝑥𝑥 𝑖𝑖𝑖𝑖 € 𝑝𝑝𝑝𝑝𝑝𝑝 𝑦𝑦𝑦𝑦𝑦𝑦𝑦𝑦 
𝐿𝐿𝑥𝑥:𝑊𝑊𝑊𝑊𝑊𝑊𝑊𝑊 𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟 𝑓𝑓𝑓𝑓𝑓𝑓 𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒𝑒 𝑥𝑥 𝑖𝑖𝑖𝑖 € 𝑝𝑝𝑝𝑝𝑝𝑝 ℎ𝑜𝑜𝑜𝑜𝑜𝑜 
𝑍𝑍𝑦𝑦:𝑇𝑇𝑇𝑇𝑇𝑇𝑇𝑇 𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟 𝑡𝑡𝑡𝑡 𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐 𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟 𝑦𝑦 𝑖𝑖𝑖𝑖 ℎ𝑜𝑜𝑜𝑜𝑜𝑜𝑜𝑜 
𝐻𝐻𝑦𝑦:𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹 𝑜𝑜𝑜𝑜 𝑡𝑡ℎ𝑒𝑒 𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟 𝑦𝑦 𝑝𝑝𝑝𝑝𝑝𝑝 𝑦𝑦𝑦𝑦𝑦𝑦𝑦𝑦 
𝑆𝑆𝑦𝑦:𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂𝑂 𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚 𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐 𝑓𝑓𝑓𝑓𝑓𝑓 𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟 𝑦𝑦 𝑖𝑖𝑖𝑖 € (𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎 𝑠𝑠ℎ𝑎𝑎𝑎𝑎𝑎𝑎, 𝑖𝑖𝑖𝑖 𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎) 
𝐼𝐼𝑦𝑦:𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹𝐹 𝑜𝑜𝑜𝑜 𝑜𝑜𝑜𝑜𝑜𝑜𝑜𝑜𝑜𝑜𝑜𝑜𝑜𝑜 𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚 𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐 𝑓𝑓𝑓𝑓𝑓𝑓 𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟 𝑦𝑦 𝑝𝑝𝑝𝑝𝑝𝑝 𝑦𝑦𝑦𝑦𝑦𝑦𝑦𝑦 
𝐹𝐹𝑦𝑦:𝑂𝑂𝑂𝑂𝑂𝑂 − 𝑡𝑡𝑡𝑡𝑡𝑡𝑡𝑡 𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚𝑚 𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐𝑐 𝑓𝑓𝑓𝑓𝑓𝑓 𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟𝑟 𝑦𝑦 𝑖𝑖𝑖𝑖 € (𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎 𝑠𝑠ℎ𝑎𝑎𝑎𝑎𝑎𝑎, 𝑖𝑖𝑖𝑖 𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎𝑎) 

Source: Based on Statistisches Bundesamt (2022). 

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

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

Finally, the three companies provided selected financial key figures for 2023, 
including sales, operating costs (including wages/salaries), and gross hourly 
wages (including non-wage labor costs) for the individual subject areas. 



10 

 

In addition to the explicitly requested variables, data from the OnDEA database 
were used for the evaluation of bureaucratic requirements. These variables in-
clude the legislative level (EU, federal, state, local), the federal ministry respon-
sible (e.g., Federal Ministry for Economic Affairs and Climate Action, BMWK), 
and the type of obligation fulfillment (e.g., provision of information). This enables 
an even more differentiated analysis. Overview A1 in the appendix summarizes 
all survey variables. 
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3 Analysis of the bureaucracy catalog 

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

Figure 2: Distribution of legal provisions by legislative level 
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Source: IfM Bonn: Survey of bureaucratic costs (2024), own calculations. 

Looking at the levels of legislation, it becomes clear that the majority of bureau-
cratic requirements are based on federal law. Two-thirds of the approximately 
3,900 requirements that companies in the mechanical and plant engineering in-
dustry have to take into account in the course of their regular business activities 
originate in federal law. At 28.3%, substantially more than one in four legal pro-
visions stem from EU law.7 Legislation from the federal states, and local 

 

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

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

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

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

 

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

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

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

 

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

11  The standard activities "Other" and "Compliance with additional requirements" are grouped 
together in the category "Other obligations" due to their limited significance. 



15 

 

Figure 5: Type of compliance with requirements 
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Source: IfM Bonn: Survey of bureaucratic costs (2024), own calculations. 

3.1 Bureaucratic costs in the case study companies 

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

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

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

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

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

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

 

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

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

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

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

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

 

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

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

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

High costs also arise from invoicing and archiving requirements in the areas of 
finance, taxes, and customs. For Company A, these activities generated costs 
of approximately €404,000, accounting for more than half of the total bureau-
cratic costs in this area in 2023. While issuing an individual invoice requires only 
a few minutes, the cumulative effort becomes substantial when several hundred 
thousand invoices are processed annually. The recording of a large number of 
tax-relevant transactions also results in considerable bureaucratic costs. Partic-
ularly noteworthy here is the recording of incoming and outgoing commercial 
goods, which entails costs of around €190,000. 
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Figure 10:  Requirements with the highest bureaucratic costs for Com-
pany A – by subject area 
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In the human resources area, the implementation of working time recording rep-
resents the main cost driver, amounting to €298,000. Working hours must be 
recorded daily and individually by each employee. It is therefore not surprising 
that this requirement alone accounts for almost two-thirds of the costs in the 
area of human resources. Nevertheless, the CFO considers this requirement 
important and sensible, noting that it would likely be fulfilled even in the absence 
of a legal obligation: 

"[...] Companies are intrinsically motivated to record their employees' working 
hours [...]." 

The implementation of conformity assessment procedures in accordance with 
the Machinery Directive, as well as the operation of a compliance management 
system, including compliance training for employees, are the largest cost factors 
in the areas of standards and compliance. In the area of compliance, Com-
pany A is also subject to a considerable indirect burden. For example, the com-
pany does not formally fall within the scope of the German Supply Chain Due 
Diligence Act (SCDDA; Lieferkettensorgfaltspflichtengesetz, LkSG). Neverthe-
less, major customers who are subject to the SCDDA require the relevant infor-
mation from Company A. The CFO describes the situation as follows: 

"If our major customers are subject to the Supply Chain Act, we are indirectly 
obliged to comply and provide the requested information to the customer.  
Theoretically, we could refuse, but that would be very damaging to our busi-
ness."   

In the area of future developments, the preparatory measures for sustainability 
reporting generate the highest bureaucratic costs (approx. €27,000). Com-
pany A particularly criticizes the prolonged uncertainty as to whether it is legally 
obliged to report. However, the company prepares the required information at 
the request of its business partners. Statistical reporting, on the other hand, rep-
resents the smallest bureaucratic cost driver, amounting to a total of €9,000. 

In addition to these costs associated with actively complying with bureaucratic 
requirements, Company A bears additional costs for releasing employees to 
serve on the works council. In total, 5.4 full-time equivalent employees are re-
leased, resulting in annual costs of more than €343,000 per year. The company 
views this additional burden as particularly critical and identifies potential effi-
ciency gains in this area. The chairman of the Board of Directors describes this 
as follows: 
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"[...] release works council employees generate enormous costs and do not di-
rectly contribute to the company's value creation process. Here, the potential for 
efficiency could be better utilized by introducing greater flexibility in the legally 
prescribed number of exempt employees [...]” 

The analysis by type of compliance requirement shows that the bureaucratic 
burden on Company A is primarily driven by information obligations (30.5%), 
monitoring and auditing obligations (30.4%), and documentation obligations 
(22.3%) (see Figure 11). Most of the costs associated with information obliga-
tions and monitoring/auditing obligations arise in the area of occupational health 
and safety. In the areas of finance/taxes/customs and human resources the 
costs for documentation obligations dominate. Other standard activities gener-
ate comparatively low costs: documentation and labeling requirements account 
for 4.4% and 1.7% of the total burden, respectively. Application requirements 
and statistical requirements obligations account for only a minor share of the 
overall bureaucratic burden.  

Figure 11: Bureaucratic costs by type of compliance for Company A 
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Source: IfM Bonn: Survey of bureaucratic costs (2024), own calculations. 

Since digitization can help to implement bureaucratic requirements – particularly 
the frequently occurring information and documentation obligations – by making 
processes faster and more efficient, we were interested in whether and to what 
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extent companies fulfill requirements digitally (Figure 12). When asked about 
the digitization status of individual requirements (i.e., the extent to which a re-
quirement is digitized), information was provided for approximately 71% of the 
requirements. At Company A, the majority of processes are at least partially 
digitized (approximately 79%), while some bureaucratic requirements are al-
ready implemented fully digitally (approximately 16%). Only a small proportion 
of approximately 5% of bureaucratic requirements is currently not digitized. The 
areas of human resources and occupational safety appear to be particularly well 
suited for the use of software solutions: most of the partially or fully digitalized 
requirements are found in these subject areas. 

Figure 12: Degree of digitization in requirement fulfillment at Company A 
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Source: IfM Bonn: Survey on bureaucratic costs (2024), own calculations. 

There are several possible reasons why bureaucratic requirements are still pro-
cessed only partially or even entirely an analog form. For example, administra-
tions may not (yet) be able to provide fully digitized solutions. It is also possible 
that suitable digital tools for certain implementation processes may not yet be 
available on the market. Meanwhile, the company hopes for further relief through 
the expansion of digitized processes. In this context, the CFO welcomes the 
introduction of electronic invoicing (e-invoicing): 
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"[...] E-invoicing is exactly the right step. I'm looking forward to it, even if it may 
initially be perceived as additional bureaucracy [...]." 

3.3 Company B 

Company B is an internationally active, owner-managed family business me-
chanical and plant engineering company. With around 500 employees and a 
turnover of approximately €98 million in 2023, it represents the medium-sized 
company among the case study companies. 

In 2023, compliance with bureaucratic requirements generated total costs of 
€1.52 million, corresponding to approximately 1.6% of its turnover. Expressed 
in terms of human resources, these bureaucratic costs are equivalent to around 
24 full-time employees.  

Figure 13: Bureaucratic costs by legislative level for Company B 
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Source: IfM Bonn: Survey of bureaucratic costs (2024), own calculations. 

The analysis by legislative level shows that around three-quarters of bureau-
cratic costs are caused by federal regulations (see Figure 13). One quarter of 
the total bureaucratic burden can be attributed to regulations at EU level. As 
expected, regulations at the state and municipal levels account for only a mar-
ginal share of total bureaucratic costs, amounting to 0.9%. 
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At Company B, personnel costs also represent the largest component of bu-
reaucratic costs, accounting for 86.3% of the total (see Figure 14). These costs 
arise primarily from time recording in the area of human resources and from the 
documentation of tax-relevant records in the area of finance/taxes/customs. On-
going material costs account for 10.4% of bureaucratic costs, while one-time 
material costs represent the remaining 3.3%. 

Figure 14: Types of bureaucratic costs for Company B 
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Source: IfM Bonn: Survey of bureaucratic costs (2024), own calculations. 

Most bureaucratic requirements, as well as the highest associated costs at Com-
pany B can also be attributed to requirements issued by the BMAS and the BMF 
(see Figure 15). Together, these two ministries are responsible for half of all 
bureaucratic requirements and account for around 78% of the total bureaucratic 
costs. As described above, although the BMUV is responsible for a considerable 
number of requirements (14.4%), these generate only 5.6% of the bureaucratic 
costs incurred by the company. This finding once again underscores the fact 
that the number of regulatory requirements does not necessarily correspond to 
the magnitude of the financial burden they impose.  



27 

 

Figure 15: Number of requirements and bureaucratic costs by ministry for 
Company B 
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Source: IfM Bonn: Survey of bureaucratic costs (2024), own calculations. 

Among the eight subject areas, finance/taxes/customs accounts for the highest 
bureaucratic costs, representing almost 40% of the total burden (see Figure 16). 
Despite the substantial burden, the company considers certain regulations in 
this area to constitute "business-as-usual costs".  

"We would keep books even without a legal requirement – we want to know 
how much money is coming in and going out." 

Approximately one-third of the total bureaucratic costs are attributable to human 
resources. Occupational safety accounts for a considerably smaller proportion, 
representing 11.9% of bureaucratic costs. Comparatively low cost shares are 
observed in the areas of standards (5.7%) and climate/environment (5.1%). Pre-
paratory measures for implementing upcoming bureaucratic requirements ac-
count for 4.1% of bureaucratic costs but are perceived as burdensome. The Di-
rector of Finance and Legal Affairs describes the situation as follows: 

"Routines certainly need to be established here that can make it easier to per-
form tasks in the long term and thus reduce the burden."  
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The remaining areas (compliance, others, statistics) contribute only marginally 
to the total bureaucratic costs, accounting for approximately 1.3%. 

Figure 16: Bureaucratic costs by subject area for Company B 
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As was already observed for Company A, certain bureaucratic requirements 
within the eight subject areas generate disproportionately high costs (see Fig-
ure 17). In the area of human resources, daily working time recording once again 
emerges as the most substantial cost driver. It causes annual bureaucratic costs 
of more than €380,000, which corresponds to almost three-quarters of the bu-
reaucratic costs in this area. In the area of occupational safety, the largest cost 
block – similar to Company A – is work equipment safety, which accounts for 
approximately a quarter of the costs in this area. Another considerable amount 
is recorded in the area of finance/taxes/customs. Here, the recording of tax-rel-
evant transactions (such as records of goods receipts and issues, accounting 
documents, business letters, etc.) represents the largest cost component, ac-
counting for 38% of the costs in this area, or the equivalent of around €230,000. 
Although the time required for each individual transaction is small, these trans-
actions occur very frequently in everyday business operations. In the standards 
area, 98% of the costs are almost entirely attributable to the conformity assess-
ment procedure for machinery, amounting to approximately €85,000. 
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In the climate/environment area, waste management represents the main cost 
driver, amounting to €29,000. Compared to the other companies surveyed, the 
company has relatively high costs of €16,000 for the ongoing monitoring of fa-
cilities that process water-polluting substances compared to the other case 
study companies. This is due to the company’s specific location near a body of 
water.  

Compliance-related costs are primarily driven by requirements under the For-
eign Trade and Payments Act (Außenwirtschaftsgesetz, AWG). Specifically, the 
application for export licenses for certain goods (e.g., dual-use goods) drives the 
costs. At the same time, it should be noted that the total costs in this area, 
amounting to €4,000, are relatively low compared to the other two case study 
companies. The company reports that these findings are not unexpected and 
refers to its decentralized compliance management structure. 

"The comparatively low bureaucratic costs are due to our corporate culture and 
organization as an owner-managed company. Unlike other companies with for-
mal compliance management systems, each department in our company is re-
sponsible for complying with the law. Management only intervenes if this is not 
the case." 

There are also low bureaucratic costs for completing statistics, amounting to 
€5,000. The largest share arises from monthly participation in reports for com-
panies in the manufacturing sector. The implementation of future regulations is 
already incurring high costs for the company. At the time of the survey, these 
costs were primarily driven by the Energy Efficiency Act (Energieeffizienzgesetz, 
EnEfG), amounting to €47,000. 

Once again, it must be emphasized that these costs represent a snapshot in 
time. For example, the company found that the costs of preparing for sustaina-
bility reporting (Nachhaltigkeitsberichterstattung, Corporate Sustainability Re-
porting Directive, CSRD) have risen substantially after the survey period: 

"In our opinion, the measured bureaucratic burden always represents a snap-
shot. After the survey, we took a very close look at the CSRD requirements for 
the first time and are only now realizing how much effort we will have to put in 
to implement the laws." 
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Figure 17: Requirements with the highest bureaucratic costs for Com-
pany B – by subject area 
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Source: IfM Bonn: Survey on bureaucratic costs (2024), own calculations. 
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Company B also incurs additional costs related to the release of employees for 
works council activities. In this case, one full-time employee is released to per-
form works council activities, resulting in annual costs of approximately €63,000.  

Figure 18: Bureaucratic costs by type of compliance for Company B 
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Source: IfM Bonn: Survey of bureaucratic costs (2024), own calculations. 

Documentation and information requirements place a considerable burden on 
Company B, accounting for 41.1% and 29.4% of total costs, respectively, and 
representing the main causes of bureaucratic costs. Around one-fifth of the bur-
den is attributable to monitoring and auditing obligations, while all other standard 
activities incur comparatively low costs. 

Information on the digitization status was available for more than half of the re-
quirements (see Figure 19). As with Company A, most bureaucratic processes 
in Company B are also partially carried out digitally. There are various reasons 
why digital opportunities are not being (or cannot be) exploited further. Reasons, 
for example, are that certain process steps are still carried out by authorities in 
analog form, or that legal regulations require that only paper documents are 
considered legally binding. The company explains: 

"[...] Authorities often continue to publish data in analog form, and the data must 
then be digitized internally – effectively breaking the system. Or you submit a 
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digital tax return, but it only has legal effect once the tax return is received in 
paper form." 

Figure 19: Degree of digitization in requirement fulfillment at Company B 

© IfM Bonn 24 980201 11

in %

51.3
48.7

Digitization data

Information available Information not available

39.2

51.9

8.8

Degree of digitization

Not digitized Partially digitized
Fully digitized

 

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

However, the company also points out that not all digitization options make eco-
nomic sense. It is particularly important to weigh up the costs and benefits when 
aiming for full digitization. 

"On the other hand, we are quite opposed to some forms of digitization for eco-
nomic reasons. This is often because full digitization requires additional pro-
grams or systems that are expensive to purchase. [...] From a cost perspective, 
however, every process toward full digitization must be questioned: Isn't the 
good old paper file folder possibly sufficient?!" 

Overall, just under four out of ten bureaucratic requirements cannot (yet) be ful-
filled digitally, and only a small proportion of 8.8% of Company B’s bureaucratic 
tasks are handled entirely digitally. As in Company A, most of the requirements 
in the subject areas of human resources, compliance, and finance/taxes/cus-
toms are fully or partially digitized at Company B. 
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3.4 Company C 

Company C is likewise an owner-managed, internationally active company. In 
2023, it generated sales of around €35 million with around 150 employees, mak-
ing it the smallest of the three case study companies.  

Bureaucratic costs of Company C amounted to €2.18 million in 2023,14 corre-
sponding to approximately 6.3% of sales – and are thus substantially higher than 
for the other companies. Expressed in terms of human resources, these costs 
are equivalent to approximately 34 full-time employees dedicated annually to 
fulfilling bureaucratic requirements. 

Figure 20: Bureaucratic costs by legislative level for Company C 
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Source: IfM Bonn: Survey of bureaucratic costs (2024), own calculations. 

 

14  The comparatively high total bureaucratic costs of the company result from a mix of various 
factors. These include, in part, differences in time and frequency specifications. In addition, 
certain activities (e.g., occupational safety and statistics) are carried out by specialists with 
correspondingly high hourly rates. It should be emphasized again that this is a snapshot in 
time, and that individual company-specific circumstances during the 2023 survey period 
may have caused exceptional costs, such as short-time work or one-off software and con-
sulting expenses. 
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The breakdown of bureaucratic costs by legislative level shows, as with the other 
companies, that the majority of bureaucratic costs arise from federal regulations 
(see Figure 20). One-third of the total bureaucratic costs can be attributed to EU 
regulations. As expected, state and municipal regulations account for only a very 
small proportion, representing 1.0% of total bureaucratic costs. 

An analysis by cost types shows that ongoing material costs constitute the larg-
est cost block, accounting for 49.9% of total bureaucratic costs, followed by per-
sonnel costs at 46.3% (see Figure 21). The high ongoing material costs are 
driven by the very high costs associated with the ongoing inspections of numer-
ous systems requiring monitoring. In addition, the company engages external 
advisors (e.g., data protection experts) in various areas, further increasing on-
going material costs. Similar to Company B, one-time material costs account for 
only a small proportion of total bureaucratic costs, approximately 3.8%. 

Figure 21: Types of bureaucratic costs for Company C 
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Source: IfM Bonn: Survey of bureaucratic costs (2024), own calculations. 

The breakdown by ministries shows that in Company C, too, the vast majority of 
requirements and bureaucratic costs are primarily attributable to the BMAS, fol-
lowed – at a considerable distance – by requirements from the BMF and the 
BMJ (see Figure 22). The burden imposed by requirements from the BMUV’s 
requirements is comparatively very low. This is primarily because the company 
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is not subject to specific environmental regulations. For example, cost-intensive 
issues such as hazardous substances, chemicals, and emission control are not 
particularly relevant to the company. 

Figure 22: Number of requirements and bureaucratic costs by ministry for 
Company C 
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Source IfM Bonn: Survey of bureaucratic costs (2024), own calculations. 

The distribution of bureaucratic costs across the eight subject areas shows that 
occupational safety accounts for the largest share, representing just over one-
third of total bureaucratic costs (see Figure 23). The area of finance/taxes/cus-
toms also contributes substantially, accounting for 28.0%. As observed in Com-
pany A, these two areas together constitute more than half of the company's 
total bureaucratic costs.  

Compliance with standards accounts for 16.8% of bureaucratic costs. The com-
pany also emphasizes the particularly high level of dynamism in this area. The 
Managing Director describes the steadily increasing requirements using the ex-
ample of the average length of operating instructions: 

"When I started working here, the operating instructions were exactly three 
pages long; today, they exceed 150 pages. [...] In my perception, bureaucratic 
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requirements have increased substantially in recent years. It's getting more and 
more." 

Bureaucratic costs in the area of human resources account for 12.2% of the 
total. The remaining areas (compliance, climate/environment, statistics, others, 
future) each contribute less than 3% of total bureaucratic costs. 

Figure 23: Bureaucratic costs by subject area for Company C 

© IfM Bonn 24 980201 09

in %150Employees

34.4 million eurosTurnover (2023)

2.31 million euros
6.7 %

Bureaucratic effort 
(2023)

0.74 million euros
3.16 %

Bureaucratic effort 
(2021)

28.0

12.2
34.8

2.4
2.6

1.2
16.8

0.2

Finance/
Taxes/

Customs

Compliance

Statistics

Future

Human Resources Occupational safety

Standards

Climate/environmental protection

Not shown: Others: 1.8 %
 

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

Several particularly large bureaucratic cost drivers can also be identified in Com-
pany C (see Figure 24). In 2023, the company applied for short-time work, with 
the associated application and processing procedures incurring costs of around 
€138,000 – more than half of the total bureaucratic costs in the human resources 
area. 

"Short-time work was poison for the HR department. The personnel had to be 
entered into the system manually every day. This was later checked very thor-
oughly – we assigned four employees to the task. Given the effort involved, the 
two-month short-time work was not economically worthwhile for us. It only pays 
off if short-time work lasts longer. Unfortunately, the decision to apply for it has 
to be made at the outset." 
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Figure 24: Requirements with the highest bureaucratic costs for Com-
pany C – by subject area 
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As in the other companies, occupational safety generates high bureaucratic 
costs to ensure the safety of work equipment (including regular inspections of 
systems requiring monitoring). In 2023, Company C incurred costs of around 
€516,000, representing 68% of the total bureaucratic costs in the area of occu-
pational safety.  

"This is also becoming more and more. The crane operator's license is new, 
ladders and all installed shelves have to be inspected... You just have to keep 
track of a lot of things. If something happens, you have to be able to trace eve-
rything back without any gaps." 

The highest costs in the area of finance/taxes/customs are attributable to the 
documentation required for VAT-exempt transactions. The costs of around 
€160,000 allocated to this item correspond to 26% of the total costs in this area.  

Around three-quarters of the costs incurred in the area of standards are spent 
by the company on implementing the Machinery Directive (€183,000) and prod-
uct safety requirements (€100,000). These costs arise from frequent changes in 
bureaucratic requirements. In order to comply with regulations, the company is 
required to continuously update its knowledge. 

"The legal situation is constantly changing. You need experts who keep them-
selves up to date and keep an eye on changes to the Machinery Directive. And 
standards are changing not only in Germany, but also in other countries. For 
example, after Brexit, machine safety had to be adapted to new standards. Con-
stant maintenance is important, for example, for warranty purposes." 

Keeping all standards up to date is essential for the company. Since some of 
the products are used in toxic environments, customers place high safety de-
mands on the company. 

"The entire value chain must be verifiable – down to the smallest washer. If this 
is not the case, our company will be dropped from the supply chain." 

Although compliance accounts for only a small part of the total bureaucratic 
costs, training employees on the General Data Protection Regulation (GDPR; 
Datenschutz-Grundverordnung, DSGVO) costs the company €27,000. The 
company also emphasizes the steadily increasing indirect burden arising from 
customer requests for information related to supply chain legislation and sus-
tainability reporting:  
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"At the beginning, we had to fill out an average of 15 pages per customer with 
information about the supply chain and sustainability aspects. Now it's around 
90 pages per customer. [...] The requirements are similar, but not standardized, 
which increases the workload even more." 

The costs associated with statistical obligations (€27,000) are primarily driven 
by statistics in the manufacturing sector and reporting obligations for statistical 
purposes, such as foreign payments. It is particularly time-consuming to adapt 
responses to questions that are not relevant to the company. 

As in Company B, preparatory measures related to the Building Energy Act 
(Gebäudeenergiegesetz, GEG) generate the highest costs among future bu-
reaucratic requirements.  

In this subject area, particular attention is being paid to the EU's proposal to ban 
per- and polyfluoroalkyl substances (per- und polyfluorierte Alkylsubstanzen, 
PFAS). The proposal has created considerable uncertainty within the company 
and has not only resulted in bureaucratic costs, but also psychological costs – 
both at management level and among the employees. This is because a PFAS 
ban would deprive the company's business model. Accordingly, the company 
therefore criticizes 

"A ban is a frontal attack on our business model. It has caused immense stress 
in our company and among our workforce. I am glad that employees have not 
resigned." 

The proposed restriction once again illustrates that the bureaucratic burden re-
flects a snapshot in time: it was only the emergence of the discussion that led to 
a short-term increase in bureaucratic costs in this area. 

The climate/environment sector plays a minor role in the company's regular 
business operations, generating only €4,000 in bureaucratic costs related to 
waste management. Furthermore, due to its size and its low-emission machin-
ery, Company C is not subject to many environmental laws, which explains the 
relatively low share of costs in this area. 

With regard to standard activities, the largest bureaucratic burden for Com-
pany C arises from the obligation to retain documents, accounting to 38.7% of 
costs (see Figure 25). The comparatively high value is attributable to specific 
features of the inventory. In addition to maintaining a continuous inventory 
throughout the year, the company also conducts an annual point-in-time 
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inventory. This reflects the company’s efforts to act in accordance with legal 
requirements. 

Figure 25: Bureaucratic costs by type of compliance for Company C 
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Source:  IfM Bonn: Survey of bureaucratic costs (2024), own calculations. 

The Commercial Manager explains the considerable bureaucratic burden asso-
ciated with inventory activities: 

"The fast pace of our business can lead to stock shortages. In addition to our 
ongoing inventory throughout the year, we also carry out a year-end inventory. 
After all, the origin of every part – even every washer – must be traceable for 
ten years. In the past, 80% was sufficient. For us, inventory means that the busi-
ness is closed for two days, with all employees involved in the inventory." 

Unlike Companies A and B, bureaucratic costs in this company are spread more 
evenly across other standard activities. Information requirements (14.0%), veri-
fication requirements (11.9%), and documentation requirements (11.6%) each 
contribute a similarly high burden. Filling out applications and the obligation to 
label products with specific information account for 8.5% and 7.8% of the bur-
den, respectively. Once again, bureaucratic costs arising from the obligation to 
provide certain information to third parties are marginal. 
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As with Companies A and Company B, most of Company C's bureaucratic pro-
cesses can be carried out partially digitally (78.7%) (see Figure 26). Around 15% 
of all bureaucratic requirements for which the digitization status was specified 
are not yet fulfilled digitally. Only a small proportion of 6.7% of all bureaucratic 
requirements can already be implemented entirely digitally. Most of the fully or 
partially digitized requirements in this company can be found in the areas of 
human resources, occupational safety, and finance/taxes/customs. 

Figure 26: Degree of digitization in requirement fulfillment at Company C 
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Source: IfM Bonn: Survey on bureaucratic costs (2024), own calculations. 

3.5 Analysis of similarities and differences 

The detailed presentation of bureaucratic costs in the three companies reveals 
that occupational safety, finance/taxes/customs, as well as human resources 
are primarily responsible for a considerable amount of bureaucracy in compa-
nies. The burdens are concentrated on certain laws that companies must imple-
ment equally (on a regular basis), such as ensuring the safety of work equip-
ment, recording working hours, complying with the Machinery Regulation (Mas-
chinenverordnung), and managing waste. In the subject area occupational 
safety, Companies A and B show almost identical bureaucratic cost shares re-
lated to work equipment safety, employee training and instruction, and specifi-
cations for cooling lubricants.  
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At the same time, it is important to note that, despite similarities in core business, 
industrial customer base, global sales structures, strong market positions, and 
innovative strengths, the individual design of these characteristics, as well as 
routines in dealing with bureaucratic requirements, corporate culture, and the 
degree of digitization, result in substantial variations in bureaucratic costs across 
companies.  

In the area of standards, for example, electromagnetic compatibility testing is 
relevant for Companies A and C but not for Company B. While Companies A 
and B have similar bureaucratic costs in the area of human resources for re-
cording working hours, they differ substantially in bureaucratic costs associated 
with the works council, with Company A incurring six times higher costs.  

External circumstances, such as exogenous shocks, can also influence bureau-
cratic costs. For example, a government-imposed delivery stop may necessitate 
registration for short-time work. Similarly, the existence of a works council or the 
establishment of a management compliance system with comprehensive train-
ing generates differing costs among companies.  

Differences in company size also play a role. For example, the large company 
is preparing for sustainability reporting requirements – a bureaucratic require-
ment not (yet) applicable to the other two companies. 

Additional differences in bureaucratic costs across subject areas arise from var-
iations in the frequency of certain procedures, such as the affixing of mandatory 
labels, which differed significantly among the companies. Likewise, the time 
spent on implementing individual bureaucratic requirements varies greatly 
among the three companies, as do the hourly rates for comparable activities. 
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4 Gold-plating analysis 

The term "gold-plating" is often used in the context of transposing EU directives 
into national law. But what does this term actually mean, and why can gold-
plating place companies at a disadvantage in international competition? 

Gold-plating refers to the stricter transposition of EU directives into national law 
by adding elements to national legislation that go beyond the requirements of 
the EU (see Nationaler Normenkontrollrat 2024). There are essentially three 
types of gold-plating: “echtes” gold-Plating, “unechtes” gold-Plating, and "pas-
sives” gold-plating"15 (see Nationaler Normenkontrollrat 2024). “Echtes” gold-
plating occurs when additional, stricter requirements are actively introduced into 
national legislation that go beyond the level prescribed by EU law. “Unechtes” 
gold-plating describes the situation where an EU directive gives member states 
leeway in the implementation of the requirement because certain aspects of this 
requirement are not specifically regulated. However, the use of this leeway in 
national implementation does not necessarily lead to additional bureaucratic 
burdens. “Passives” gold-plating refers to cases in which existing stricter na-
tional requirements are retained after the implementation of an EU directive and 
opportunities for simplification are not exploited (see Nationaler Normen-
kontrollrat 2024). 

Since databases do not clearly indicate which EU directives are being trans-
posed into national law in a stricter form, the identification of relevant national 
legislation is only possible on an approximate basis. Analyses of the OnDEA 
database of the Statistisches Bundesamt (Federal Statistical Office) suggest 
that 60 laws (approximately 17%) examined in this study contain both national 
and EU-related requirements. This finding allows for the (cautious) conclusion 
that these laws may be subject to a form of gold-plating. It can be assumed that 
a certain proportion of them qualify as “echtes” gold-plating. 

One example of gold-plating is the Whistleblower Protection Act (Hinweis-
geberschutzgesetz, HinSchG), which recently came into force. The correspond-
ing EU directive (EU Whistleblowing Directive) is limited in its scope to EU law. 
However, the German law considerably extends the directive’s scope. Contrary 

 

15  These terms are not established standard terminology; therefore, we retain the German 
wording. However, roughly translated, “echtes Gold-Plating” can be rendered as “genuine 
gold-plating,” “unechtes Gold-Plating” as “non-genuine gold-plating,” and “passives Gold-
Plating” as “passive gold-plating.” 
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to the provisions of the European directive, the scope of application was ex-
panded to cover the entire criminal law system and all administrative offenses, 
and companies were required to establish an anonymous reporting channel, in-
cluding a mechanism for follow-up within the organization. In addition, German 
law includes certain violations that are subject to fines (see Schiemann & Schna-
bel 2023). The Federation of German Industries (Bundesverband der Deutschen 
Industrie e.V., BDI) criticized the draft law at the time because of this tightening 
of the scope of application (see BDI 2022). Both are regulations that are not 
required by the directive, but place an excessive bureaucratic burden on small 
and medium-sized enterprises in particular. 

The General Data Protection Regulation (GDPR; Datenschutzgrundverordnung, 
DSGVO) is also subject to “echtes” gold plating: in Germany, the regulation com-
prises 99 articles and 173 explanatory recitals. Its implementation poses major 
challenges and a considerable bureaucratic burden, particularly for small and 
internationally active companies (see Harta et al. 2023). The bureaucratic costs 
incurred by Company C illustrate this clearly. For the company, identifying and 
complying with the varying requirements across individual member states is ex-
tremely time-consuming. 

The Energy Efficiency Act (Energieeffizienzgesetz, EnEfG), which came into 
force in November 2023, transposes the EU Energy Efficiency Directive into 
German law and is a prominent example of “echtes” gold-plating (see Bundesre-
gierung 2024). Article 11 of the EU Directive contains the key point regarding 
the bureaucratic burden on companies. It specifies the threshold for total annual 
energy consumption above which a complex energy or environmental manage-
ment system is required to be introduced (see EUR-Lex 2023). The EU Directive 
sets this threshold at an annual total energy consumption of more than 
23.61 GWh, meaning that companies with lower consumption are not subject to 
this requirement (see BAFA 2024, EUR-Lex 2023). The national implementation 
through the EnEfG significantly lowers this threshold by obliging German com-
panies with an annual total energy consumption of more than 7.5 GWh to intro-
duce an energy or environmental management system (Section 8 (1) EnEfG). 
This substantial reduction of the threshold to one third of the EU threshold con-
siderably expands the legal scope of application. As a result, many medium-
sized companies in the mechanical and plant engineering industry are now 
obliged to comply with this requirement. The introduction of an energy manage-
ment or environmental management system entails not only one-time material 
costs but also ongoing material costs for the companies concerned due to 
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mandatory recertification. A study by IfM Bonn shows that companies consider 
the potential efficiency gains achieved through an energy or environmental man-
agement system to be worthwhile. At the same time, however, it points out that 
efficiency gains are subject to technical limits and cannot be realized indefinitely 
(see Rieger-Fels et al. 2024). Against this background, the usefulness of a 
stricter scope of application under the EnEfG appears at least debatable. In the 
context of the present study, the “echtes” gold-plating of the Energy Efficiency 
Act means that Company B now falls within the scope of the regulation and must 
introduce an energy management system accordingly. At the time of data col-
lection, the preparations measures alone had already cost the company around 
€47,000. These costs and all future costs of the energy management system – 
such as recertification, the implementation of measures etc. – are to be consid-
ered as direct costs of gold-plating. 

Currently, the proportion of stricter laws in the total number of laws examined is 
comparatively small (see Kielon 2024). However, it can be assumed that the 
number of legal requirements subject to gold-plating will continue to increase in 
the future – and with it the bureaucratic burden on companies. During the 
19th legislative period (2017–2021), around 21 new laws16 containing “echtes” 
gold-plating had been passed by 2020 (see Bundesregierung 2020). In the cur-
rent 20th legislative period (2021-2025), around 15 new laws with “echtes” gold-
plating have been implemented so far (see Bundesregierung 2024). 

Some European countries have taken explicit measures (e.g., directives and 
laws) to actively prevent gold-plating in the implementation of EU law (so-called 
"anti-gold-plating laws"). Austria, for example, passed an anti-gold-plating law 
already in 2019 (see Parlament Österreich 2019). In Germany, there is no formal 
legal framework addressing this issue. A recent statement by the federal gov-
ernment in response to a request from the opposition also emphasizes that no 
anti-gold-plating law is currently planned in Germany (see Bundesregierung 
2024). 

Both, an anti-gold-plating law as well as current reports on this topic (e.g., Pentz 
2024, Schmidt 2024) suggest that gold-plating has exclusively negative effects. 

 

16  All laws, regardless of their scope of application to the mechanical and plant engineering 
industry. 
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However, gold-plating is a highly complex issue,17 and there is very little scien-
tific research on the subject. Consequently, it would be overly simplistic to as-
sess gold-plating generally as a purely negative additional bureaucratic burden. 
A legal analysis by Prof. Schröder, head of the Institut für Europarecht und Völk-
errecht at the Universität Innsbruck, emphasizes that gold-plating should always 
be viewed in a differentiated manner. Each case must be examined individually 
to determine whether gold-plating actually results in a higher bureaucratic bur-
den. Where disadvantages arise, these should be weighed against possible ad-
vantages, such as legal certainty and higher protection standards (see Schröder 
2018). Although the three previous examples illustrate that gold-plating can in-
crease the bureaucratic burden on companies, not all implications of stricter na-
tional laws are obvious. Higher national standards in Germany, for example, can 
also act as barriers to market entry and can therefore provide at least partial 
protection for domestic companies from international competition (see Pentz 
2024). 

 

17  The analysis of gold-plating requires, on the one hand, a complex analysis of EU directives 
and current and expired German laws. On the other hand, assessing whether and to which 
extend whether a regulatory change should be neutral, tightening or easing requires sound 
legal expertise in EU and German law. Moreover, such an assessment may differ from 
company to company. In addition to direct implications, indirect effects, such as a  
comparison with European competitors, must also be taken into account. 
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5 Conclusion and recommendations for action 

The aim of this study was to precisely quantify the bureaucratic costs of three 
companies in the mechanical and plant engineering industry and to identify the 
sources of these burdens. The findings show that compliance with bureaucratic 
requirements ties up a considerable amount of companies' financial and human 
resources. Depending on the company size, the expenditure ranges from 1.3% 
to 6.3% of the respective turnover or between 24 and 58 full-time equivalent 
employees. To better understand the magnitude of these bureaucratic costs, 
they are compared with the average gross return on sales in the mechanical and 
plant engineering industry, which, according to the German Engineering Feder-
ation (Verband Deutscher Maschinen- und Anlagenbau, VDMA), was approxi-
mately 5.5% in 2023 (see Figure 27). This comparison impressively illustrates 
the extent of the financial burden imposed by bureaucratic requirements. For 
Companies A and B, bureaucratic costs amount to approximately one quarter of 
the average gross return on sales, while for Company C they even exceed the 
industry’s average return on sales. 

Figure 27: Bureaucratic costs relative to gross profit margin for Companies 
A, B and C 
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Source:  IfM Bonn: Survey of bureaucratic costs (2024), own calculations. 
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The bureaucratic burden determined in this study reflects a snapshot of the com-
pany’s current situation. The burden may increase in the short term as a result 
of new and amended legislation – because of the costs associated with imple-
menting new requirements, but also because of the effort needed to identify and 
understand legislative changes. Dynamic changes in the environment – such as 
geopolitical tensions – can also influence bureaucratic costs. For example, the 
sanctions imposed on Russia required companies to review their direct and in-
direct business relationships with Russia and, where necessary, block them. For 
Company C, the loss of business with Russia ultimately led to the registration of 
short-time work. 

Not all bureaucratic requirements are perceived as burdensome. A large num-
ber of legal provisions provide companies with legal certainty and planning se-
curity. Moreover, some requirements would be fulfilled by companies even in 
the absence of legal obligation, as they support them in their business activities 
– albeit perhaps in a less formalized manner, e.g., the obligation to maintain 
accounting records, which is essential for corporate management. This is par-
ticularly true for product safety regulations, which companies view as an im-
portant signal of quality.  

In many cases, the underlying legal intention of bureaucratic requirements are 
considered reasonable. For example, requirements relating to the Whistleblower 
Protection Act (Hinweisgeberschutzgesetz, HinSchG) and occupational safety 
are generally welcomed. However, their implementation is criticized as far too 
costly. This criticism applies in particular to the documentation requirements as-
sociated with compliance with occupational safety regulations. The obligation to 
provide annual occupational safety training intended to raise employee aware-
ness of potential hazards, is also considered sensible in principle; however, it 
may be seen as redundant for long-term employees and is therefore not neces-
sarily required on a yearly basis. Companies express similar views on the Sup-
ply Chain Due Diligence Act (SCDDA; Lieferkettensorgfaltspflichtengesetz, 
LkSG): while the objective of the law is considered important, its implementation 
is perceived as overly complex and costly. Companies call for greater trust from 
the state and propose the introduction of a "whitelist" of companies that have 
demonstrated compliant behavior in the past.  

The findings of this study also lead to the conclusion that the elimination of indi-
vidual bureaucratic requirements does not automatically result in an equal re-
duction of burdens across all companies. Accordingly, the relief promised by the 
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Fourth Bureaucracy Relief Act (Bürokratieentlastungsgesetz, BEG IV) is more 
likely to benefit some companies more than others. Among other things, BEG IV 
aims to reduce the bureaucratic burden on companies by reducing documenta-
tion, record-keeping, reporting and information requirements. This objective is 
to be welcomed, as the present findings show that these obligations place a 
particular burden on companies. In this respect, companies that frequently en-
gage in these types of compliance activities will experience a more substantial 
reduction in their administrative burdens than those that are more burdened by 
monitoring and auditing obligations. 

According to the companies surveyed, the bureaucratic burden on companies 
in the mechanical and plant engineering industry arises more from federal leg-
islation than from EU legislation, according to the companies surveyed. At the 
federal level, measures such as the "one in, one out" rule have already contrib-
uted to reducing bureaucracy. However, this rule does not yet apply to laws 
based on requirements from Brussels. Consequently, there remains considera-
ble potential for reducing the burden on the economy.  

Since the databases do not allow clear conclusions to be drawn as to which EU 
directives and regulations are subject to gold-plating, it is not possible to provide 
a comprehensive empirical overview within the scope of this study. However, 
the selected examples show that the tightening of federal legislation impose a 
burden on mechanical and plant engineering companies. This occurs because 
companies are affected by stricter requirements and because the inconsistent 
implementation of EU directives and regulations across the EU increases the 
transaction costs for companies.  

The fundamental question of whether stricter regulations generally lead to an 
unnecessarily higher bureaucratic burden on German companies compared to 
companies in the same industry in other European countries, and thus to com-
petitive disadvantages, cannot be answered at this point. However, discussions 
on how to deal with gold-plating, including a general ban on gold-plating, are 
understandable and appropriate, not least because an increase in stricter laws 
is to be expected in the future. At the same time, such debates require empirical 
evidence. Likewise, gold-plating does not have to be disadvantageous across 
the board, for example, if stricter regulations in Germany ensure that minimum 
standards are maintained. 

With regard to federal laws, the burdens are attributable in particular to require-
ments imposed by the Federal Ministry of Labour and Social Affairs and the 
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Federal Ministry of Finance. The bureaucratic requirements of these two minis-
tries account for the largest burdens experienced by the companies examined 
in the case studies. It would be welcome if these ministries, in particular, were 
to eliminate unnecessary and outdated legislation as part of a concerted initia-
tive across ministries and if they were to revise regulations that are difficult to 
understand in order to make them more accessible to their target audience. All 
responsible ministries should pay particular attention to those legislative pack-
ages that are responsible for a considerable amount of bureaucracy in compa-
nies (e.g., working time recording, machine regulations, occupational safety).  

Overall, it would be welcome if bureaucratic regulations were examined more 
closely for their practicality, effectiveness, and proportionality before they are 
adopted. This could be achieved, among other things, through interministerial 
practical checks that examine draft legislation at the earliest possible stage of 
the legislative process, drawing on the expertise of businesses, the authorities 
concerned, and relevant stakeholders. The involvement of entrepreneurs and 
business associations with their practical experience and knowledge can im-
prove the applicability of legislation and help prevent unnecessary bureaucracy 
from arising in the first place. For the same reason, it is advisable to extend the 
deadlines for comments on draft legislation. This ensures appropriate discus-
sion and genuine participation by associations. 

Since January 2023, the "digital check" has been used to review draft laws and 
regulations for their digital suitability. This process of modernizing the admin-
istration to a fully digitized administration in the sense of end-to-end digitization, 
e.g., via the Online Access Act (Onlinezugangsgesetz, OZG), should be contin-
ued at a rapid pace. This will simplify and accelerate the implementation of bu-
reaucratic requirements. Digitization must go hand in hand with debureaucrati-
zation: While fully media-break-free digitization of requirements facilitates their 
implementation, it does not ultimately reduce the high number of requirements.  

One possible solution would be the combination of digitizing bureaucratic pro-
cesses and using powerful systems based on artificial intelligence (AI). This can 
help to tap into new efficiency potential and relieve the burden on both public 
administration and businesses (see Appendix A2 for application examples). 

Overall, reducing bureaucracy for businesses is a comprehensive, complex pro-
cess involving various levels of government and administration, institutions, and 
interest groups. Cooperation between the parties involved is therefore essential. 
In particular, companies need to be involved in order to make legislation more 
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practical. At the same time, it should be noted that the removal of single require-
ments will not achieve the hoped-for and necessary substantial reduction in the 
burden on companies. Rather, the regulatory approach should be reconsidered:  
At present, the impression prevails that legislators treat businesses with distrust 
and attempt to compensate for this distrust with a plethora of regulations and 
laws. Instead, they should place more trust in companies with regard to their 
qualifications and entrepreneurial integrity and grant companies more freedom 
in choosing the means and methods to achieve the goals set by the legislator. 

The current economic downturn and the shortage of skilled labor are making it 
particularly important for companies to reduce their costs and invest their re-
sources in the best possible way. Against this backdrop, significantly reducing 
the bureaucratic burden on companies can provide important impetus for main-
taining their competitiveness and act as an economic stimulus program. 

The findings of this study help to identify areas in which bureaucracy could be 
reduced. However, given the complexity and interdependence of bureaucratic 
requirements, it is necessary to analyze each individual law with all stakeholders 
(i.e., authorities, associations, affected companies, etc.) and weigh the implica-
tions of possible changes.  
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Appendix 

Overview A1: Overview of survey variables 

Variable Definition 
[A] Time required in 
minutes per process 

Indicate of the average time required, in minutes, to fulfill the individual 
bureaucratic requirement. 

[B] Frequency of compli-
ance per year 

Indicate how often the bureaucratic requirement must be fulfilled on av-
erage per year. 

[C] Ongoing 
material costs in € per 
transaction 

Indicate the average ongoing material costs in euros per transaction. 
Material costs include all expenses that are not considered personnel 
time expenditure, such as external services, software, hardware, etc. 

[D] Frequency of mate-
rial costs per year 

Indicate how often the ongoing material costs occur on average per 
year. 

[E/F] One-time 
material costs in € /  
Year incurred 

Indicate the amount of one-time material costs in euros incurred for the 
transaction and specify the year in which they were incurred. 

[G] Number of forms/ap-
plications, etc. 
per transaction 

Indicate how many forms/applications etc. must be completed or submit-
ted for the transaction. 

[H] Degree of digitiza-
tion of requirement ful-
fillment 

Indicate how digitized the process of meeting the requirements is. Selec-
tion options:  
Fully digitized = Entire process is completed digitally/electronically 
Partially digitized = Certain process steps are completed digitally/elec-
tronically 
Not digitized = Entire process takes place without digital technologies 

[I] Other departments in-
volved 

If other departments or external parties are involved in fulfilling the bu-
reaucratic requirement, please enter which departments and external 
parties are involved. 

[J] Compliance with re-
quirements even without 
a legal obligation 

Indicate whether the requirement would have been fulfilled even without 
a legal obligation (e.g., because it is fundamentally useful for business 
operations). 

[M] Positive and  
negative aspects of the  
requirement 

Indicate how useful you personally find the requirement and which as-
pects you consider positive and/or negative. Multiple answers possible. 

[N] Explanations/ 
Comments 

Additional explanations/comments of any kind. If applicable, enter oppor-
tunity costs/indirect bureaucratic costs. 

 © IfM Bonn 
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Overview A2: Examples of the use of artificial intelligence (AI) to reduce bu-
reaucracy  

Examples of applications Benefits for companies 
Benefits for administra-
tion 

[1] AI-based form-filling systems 
Applications, forms, statistics, etc. are auto-
matically filled out by an AI system. The sys-
tem is trained using past data and dynami-
cally adapts to changes thanks to access to 
current company and administrative data. In 
addition, text-based instructions from the 
company can also be taken into account by 
the AI system. Before being sent digitally to 
the authorities, the document is finally 
checked by employees and approved for 
submission. 

 Enormous time savings 
when filling out docu-
ments. 
 Reduction of manual in-

put errors. 
 Focusing employees on 

value-adding activities. 

 Automated pre-check-
ing of documents. 
 Faster detection of po-

tential errors. 
 Faster processing of 

transactions. 
 

[2] AI-based document checker 
An AI system checks various documents 
that arise in everyday business life and 
were previously checked manually. One ex-
ample would be the verification of training 
certificates. The AI system compares the 
document with stored standards and auto-
matically checks its authenticity, complete-
ness, and compliance with formal and con-
tent requirements. Possible discrepancies 
are also identified and flagged through pat-
tern recognition and data comparisons in 
databases. Final approval is given by an 
employee. 

 Enormous time savings 
when checking docu-
ments. 
 Scalability: A large 

number of documents 
can be checked in par-
allel. 

 Enormous time savings 
when checking docu-
ments. 
 Scalability: A large 

number of documents 
can be checked in par-
allel. 

[3] AI chatbots with expert knowledge 
Support for communication between com-
panies and authorities through specialized 
AI chatbots. AI-based chatbots are devel-
oped using various data sources (such as 
legal requirements, official guidelines, com-
mon practices, court rulings, etc.). These 
chatbots specialize in various areas, such 
as finance/taxes/customs, human re-
sources, compliance, etc., and can also an-
swer complex questions from companies in 
these areas.  

 Companies have a vir-
tual contact person 
available around the 
clock for all bureau-
cratic questions. 
 Quick clarification of 

questions and ambigui-
ties. 
 Opportunity to find out 

about innovations and 
changes. 

 Relief for employees in 
public authorities, as 
most questions are an-
swered by the AI chat-
bot. 
 Analysis of the inquiries 

received to create 
guidelines and tips for 
companies. 
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Continuation of overview A2: Examples of artificial intelligence (AI) applications 
for reducing bureaucracy  

Examples of applications Benefits for companies Benefits Administration 
[4] AI-based bureaucracy avoidance  
Development of a "Bureaucracy Prediction 
AI" that analyzes current developments in 
business and politics and proposes proac-
tive measures to avoid bureaucracy. For ex-
ample, the AI system can suggest which 
laws should be replaced in line with the "one 
in, one out" method. The training basis in-
cludes the implementation processes of 
laws that have led to high bureaucratic bur-
dens. International bureaucratic regulations 
could also be used as an additional training 
data set. 

 Proactively avoiding bu-
reaucratic burdens on 
companies. 
 The AI takes into ac-

count the complex inter-
dependencies of legis-
lative changes and their 
effects.  

 Possibility of designing 
new bureaucratic regu-
lations in a business- 
and administration-
friendly manner. 
 Support in complex de-

cisions on how laws 
should be adapted to 
avoid bureaucracy. 
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