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BUSINESS SERVICES IN GERMANY 

Your European  
Service Gateway

The business services industry has been growing 
in the double-digit percentage range for years. 
Germany is one of the biggest contact center (CC), 
shared service center (SSC) and business process 
outsourcing (BPO) industry growth markets in 
Europe. More and more domestic companies 
and global players located in Germany are tak-
ing advantage of innovative CC, SSC and BPO 
concepts to optimize their front-, back-office and 
non-core functions. A rising number of companies 
are choosing to locate in Germany as the country 
increases in attractiveness thanks to moderate 
wage cost developments and low labor fluctua-
tion rates. International outsourcers are also

taking advantage of sites in Germany in order  
to deliver services and meet the particularly high 
quality and data security requirements of their 
German customers. Home to a large and cultur-
ally diverse labor pool of highly qualified and 
motivated people with international work experi-
ence and foreign language ability, Germany is an 
excellent location for pan-European and other 
international projects. Optimal infrastructure,  
high productivity rates and stable wage levels 
make Germany an extremely attractive service 
sector location.
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The Industry  
at a Glance

Services 4.0
The Internet of Things (IoT) and Industrie 4.0 are 
set to revolutionize production. Cyber-physical 
systems allow online and physical services to be 
combined in order to meet the specific needs 
of individual consumers. This development will 
have a major knock-on effect on the service sec-
tor, with the new smart service architecture of 
cyber-physical systems, data services and service 
platforms creating new business relationships  
and models that transform existing value chains.

Front Office
With nearly 7,000 contact centers providing 
around 250,000 seats and employing around 
520,000 people – in captive and vendor orga-
nizations – in 2015, the call center industry has 
attained considerable significance in Germany.  
Approximately 80 percent of centers are in-house, 
with the remaining 20 percent service providers. 
Over 50 percent of contact center services are 
active in the financial services, telecommunica-
tions and IT sectors. 

Back Office
Most large German companies have already 
installed SSCs. The BPO market in Germany is 
highly fragmented, with the top 20 BPO provid-
ers occupying less than 30 percent market share. 
Front-office and middle-office services currently 
dominate the market, with back-office services 
forecast to record the largest growth potential.

German companies plan to establish further  
SSCs across the country. Key development drivers 
are the ready availability of qualified personnel, 
stable labor costs and low labor turnover rates. 
According to EITO, the German market for busi-
ness and IT services will grow by more than  
three percent in 2016 and reach a volume of  
EUR 38.5 billion. Strong individual segments are 
Human Resources (HR) and Finance and Account-
ing (F&A). German global players – including  
BASF, Bayer, Daimler, Heidelberg Cement, and 
Merck – run captive SSCs in Germany that cover 
their international business activities. A number  
of international BPO providers are also active  
in Germany. Global players including ADP, HP,  
Paychex, TCS, and Xchanging operate their  
own BPO delivery centers in Germany.

Source: CCV, GTAI 2015 
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Front-Office Market  
Opportunities

Nearly 100 million strong, the German-speaking 
market is the largest in Europe. The market 
includes not only Germany, but also Austria, 
most of Switzerland, and parts of northern Italy. 
These four countries are some of the wealthiest 
in Europe, with sophisticated infrastructures and 
strong consumer markets.

An investment in a German contact center enables 
efficient and optimal access to Europe’s largest 
language market. Moreover, many Germans speak 
at least one foreign language (most often English), 
offering investors the opportunity to expand their 
contact center’s international reach from a Ger-
man location.

Germany’s Key Advantages
Thanks to increased know-how and years of expe-
rience, more and more in-house contact centers 
are following the trend to provide services on the 
open market. External service providers have large 
growth prospects; mainly due to the increasing 
demand for quality and high-value services. 

New Industry Challenges
With more than 51 million digital customers in 
2014, Germany has the greatest e-commerce 
customer potential within Europe, making it the 
clear continental leader. The A.T. Kearney’s Global 
Retail E-Commerce Index 2015 identified Germany 
as Europe’s second largest online market behind 
the UK – but with almost triple the UK’s cur-
rent growth potential. It is estimated that about 
half of all online retail sales will be from online 
purchases made using a smartphone or tablet 
in the near future. Customer services have to be 
adequately adapted to meet changing industry 
and customer needs.

Omnichannel Approach
Digital transformation is directly influencing cus-
tomer behavior, with customer interaction taking 
place at a number of touchpoints in the customer 
journey. A multiple channel approach now pre-
vails, with conventional calls and e-mail remaining 
the main communication channels – social media 
however should not be underestimated. Service 
providers have to respond to changing customer 
expectations whilst simultaneously developing 
innovative solutions for excellent services at 
an attractive price. Companies are accordingly 
inclined to promote channel changes and invest 
more in self-service solutions for total cost reduc-
tions – all while providing the same or even better 
level of customer service quality.

OPPORTUNITIES
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Sitel in Germany 
Milestones

1985 Sitel founded in Omaha, Nebraska (USA)

1992 Establishment of Sitel’s German headquarters in Düsseldorf 
(North Rhine-Westphalia)

2002 Establishment of two further sites in Dessau (Saxony-Anhalt) 

2006 Establishment of new delivery site in Wittenberg  
(Saxony-Anhalt)

2008 Establishment of a contact center in Berlin (Berlin)

2011 Establishment of a new delivery site in Potsdam  
(Brandenburg)

2014 Establishment of a new contact center in Magdeburg 
(Saxony-Anhalt)

2016 More than 4,100 employees in 8 contact centers in Germany

5

Best Practice  
Example: Sitel

Company Background
Sitel is one of the world’s leading outsourcing 
providers of customer experience management 
solutions. Clients are supported with CRM con-
tact center services that provide a predictable 
and measurable return on customer investment 
by building customer loyalty, increasing sales 
and improving efficiency. Sitel’s global solutions 
include customer acquisition, customer care, 
technical support, back-office services, consultant, 
insight services, analytics and social media pro-
grams. Managing more than two million customer 
experiences daily, Sitel is present in around 146 
facilities in 21 global territories providing support 
in 48 languages to clients in 70 countries.   

Why Germany?
Germany is Europe’s largest market. The German 
customer service centers are part of Sitel’s pan-
EMEA (Europe, the Middle East and Africa) and 
multi-site strategy with multilingual support.  
They also facilitate German language customer 
support using native speakers. Excellently trained 
staff and quality requirements intrinsic to Ger-
many can serve Europe’s most populous country 
at best. Germany’s urban diversity and multi-
lingual support, combined with high employee 
reliability and competitive and stable wage levels, 
make the country an excellent European location 
for business service operations.  

German Expansion
Sitel has been active in Germany since 1992. The 
company currently operates in eight sites in seven 
cities – Düsseldorf, Krefeld, Berlin, Potsdam, 
Dessau (two sites), Magdeburg, and Wittenberg – 
employing more than 4,100 employees. From the 
outset, Sitel has consistently increased its complex 
client interaction and customer experience capa-
bilities in Germany. The company plans to continue 
to invest in complementary and new service offer-
ings including its nearshoring service capabilities, 
non-voice omnichannel services, analytic services 
driven by client needs, and its Work@Home solu-
tions. Sitel’s Work@Home solutions are designed 
to complement the conventional brick-and-mortar 
contact center model in Germany by providing a 
scalable and flexible service designed to respond 
to changing peak and low season needs, planned 
and unplanned capacity. 

“At Sitel we share one common passion – to make 
each customer experience memorable. We share  
our expertise, we build trust, and create strong  
customer relationships. By putting people first,  
we deliver outstanding experiences. 

Companies will continue to look at outsourcing as 
a way to better manage both their customers and 
their costs. It is Sitel’s job to offer services that meet 
these customer demands. Moreover, as a customer 
service and business-process outsourcing provider 
with more than 30 years of experience, we have a 
responsibility to add value to our clients’ business 
and to innovate. Delivering on this vision means 
an investment in technology, a truly omnichan-
nel approach, developing our capabilities, and 
exploring near-adjacent opportunities.”
Harald Erdmann
Site Director Krefeld

→ For more information, please visit:
www.sitel.com
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OPPORTUNITIES

Back-Office Market  
Opportunities

Shared service centers and business process 
outsourcing allow companies to concentrate on 
their core business areas and run their non-core 
activities in a professional and effective manner. 
Administrative functions are being bundled and 
centralized – both captive and outsourced. Thanks 
to optimized concentration, processes can be stan-
dardized and automated in order to achieve higher 
proficiency levels through economies of scale.

German Excellence: 
Convincing Through Quality
Germany meets all of the major requirements 
of the international sourcing industry. Thanks 
to the presence of a highly qualified workforce, 
integrated processes can easily be implemented 
within the centers. Accordingly, the units in Ger-
many achieve a higher level of standardization 
and operate more efficiently. Labor turnover rates 
of around five to ten percent are significantly 
lower than in near- or offshore locations. Labor 
costs remain stable; with higher salary levels 
adequately compensated by more effective work 
flow systems and increased productivity. Germany 
can compete with nearshore locations and offers 
a near limitless German-speaking labor pool; one 
of the largest advantages for business services 
delivery in the German market.

Striking The Right Cost-Performance Balance
Germany provides a high quality proposition. The 
“Made in Germany” quality seal continues to be 
a benchmark of excellence recognized the world 
over. And not only in traditional heavy industries, 
but also in the country’s thriving service sec-
tor where highly trained personnel are helping 
consolidate the country’s deserved reputation 
as an international center of service excellence. 
Moreover, the cost-quality proposition offered 
by German towns and cities is significantly better 
than that of similar locations in pan-European 
comparison.

Leading Market
One of the world’s export champions, Germany 
is also Europe’s leading economy and the fourth 
largest economy worldwide (with GDP of EUR 3 
trillion) after the USA, China and Japan respec-
tively. In fact, German GDP accounts for around 
21 percent of total EU-28 GDP. Germany is also 
Europe’s largest consumer market with more than 
81 million inhabitants. Domestic and international 
companies are enjoying the considerable benefits 
Germany has to offer for business services. Ger-
man locations are helping globally active compa-
nies meet their international, non-transactional 
services requirements with the help of a multi-
lingual workforce with international work experi-
ence. A significant German back-office specialist 
base helps service the large domestic market.  
The size of the domestic market is such that the 
German component constitutes the largest part  
of many EMEA projects.

Strong SME Demand
As well as industrial giants – including Daimler, 
SAP, Siemens, Bayer, and BASF – the German 
economy is also home to a thriving Mittelstand 
of small and medium-sized enterprises (SMEs). 
Around 3.6 million SMEs employ around 80 per-
cent of the German labor force. These SMEs are 
innovative, family-owned businesses; often oper-
ating from locations both within and outside Ger-
many. They typically have small on-site F&A and 
HR units, but not of a size that would warrant the 
establishment of a captive SSC. These companies 
represent the most significant market potential in 
terms of non-core process outsourcing.

Best Practice Example

BASF has established its European shared service center in Berlin. 
With approximately 1,200 employees from over 50 nations, it 
delivers F&A and HR services for more than 200 companies in  
the BASF group from over 65 countries. The center handles 
around 200 thousand job applications annually and is responsible 
for the HR files of around 37,600 BASF employees. The center 
manages around 700 thousand customers and 220 thousand 
suppliers. The average BASF Services Europe employee is 34 years 
of age, with almost half of all employees in possession of a uni-
versity degree. Three quarters of staff are German natives, with a 
further three quarters of personnel speaking German and one or 
two more languages.
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Market Potential in Germany
According to the European Information Technology 
Observatory (EITO), the market for business and  
IT services in Germany will grow by more than 
three percent annually in the years ahead. Indus-
try analysts report significant market potential 
for a wide range of processes in a number of 
industries. The areas of F&A and HR will remain 
the leading segments in the BPO market.

Today, the DACH region is the second largest out-
sourcing market in Europe. The ISG Outsourcing 
Index determines a contractually fixed outsourc-
ing volume of around EUR 2.83 billion for the year 
2015. Only the traditionally strong UK and Ireland 
markets have a minimally higher volume (EUR 2.85 
billion), this being due to high public sector out-
sourcing levels equivalent to half of the domestic 
market size (public outsourcing in continental 
Europe accounts for less than 10 percent  
of the market). 

Business and IT Service Market Growth
German business and IT service market growth 
over the period 2014 to 2016 records almost blan-
ket growth with demand in a number of impor-
tant market areas according to EITO. Although the 
total number of projects for the period 2015-16 
is slightly down on 2014-15 levels (3.1 percent 
compared to 3.5 percent), outsourcing (excluding 
business process optimization) is up by almost one 
percent to 3.9 percent; support and deployment 
records an increase of 1.3 percent to 2.8 percent, 
and business consulting and business optimization 
rises 0.6 percent to 4.6 percent. 

National and international service providers are 
both active in and operate delivery centers within 
Germany in order to meet their German-speaking 
clientele’s exacting quality and data sensitivity 
requirements. Native language competence and 
intercultural expertise similarly play an important 
role in site selection. A number of new centers are 
currently being built in second-tier cities in order 
to access a sufficiently large labor market while 
operating in a competitive cost framework.



ADP in Germany 
Milestones

1949 ADP founded in the US

1968 ADP first expansion to Europe 
(Netherlands)

1995 ADP first German establishment in  
Bremen - now ADP AdvancedPay
Acquisition of data processing center  
in Frankfurt, Main (Hessen)

1997 Further acquisitions in Stuttgart (Baden-
Württemberg) – now ADP EasyPay

2001 BPO delivery in Dresden (Saxony) full ser-
vice payroll unit

2012 ADP listed among the 100 most innovative 
companies worldwide (Forbes)

2013 750 employees working for ADP in Ger-
many 

2014 ADP ranked first in Business Services Secu-
rity 500 Rankings (Security Magazine)

2015 Magic Quadrant Leader Payroll BPO  
Services 2012-2015 (Gartner)

2016 Deutsche Arbeitgeberlexikon  
(“German Employer Encyclopedia”)
Co-Editorship
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OPPORTUNITIES

Best Practice  
Example: ADP

Company Background 
Automatic Data Processing, Inc., (ADP) is one  
of the world’s largest providers of business out-
sourcing solutions and cloud services. With over 
USD 9 billion in revenue and more than 610,000 
clients, ADP has secured 15.5 percent share of the 
global HR business process outsourcing market. 
Leveraging over 60 years of experience, ADP offers 
a diverse range of HR, payroll, tax, and benefits 
administration solutions from a single source. ADP 
is also a comprehensive global provider of cloud-
based human capital management (HCM) solutions 
that unite HR, payroll, talent, time, tax and bene-
fits administration. ADP is also a leader in services, 
analytics and compliance expertise provision. 

European Expansion
Founded in 1949 in the US, the company began 
 its European expansion in 1995 with the opening 
of its European headquarters in Paris, France,  
and a German branch office in Neu-Isenburg near 
Frankfurt. Within Germany, ADP concentrates 
on HR solutions, payroll and travel services. ADP 
currently performs 2.5 million postings per year. 
Apart from application hosting, complete business 
processes can be outsourced to ADP. One in every 
five payrolls in Germany is produced using ADP 
products and services. ADP’s easy-to-use solutions 
for employers provide superior value to compa-
nies of all types and sizes.

Counting on Quality
With growing market presence in Germany and 
increased demand for quality services, ADP added 
to its existing operations in Stuttgart, Frankfurt 
and Bremen with the opening of a BPO site in 
Dresden. Today it employs around 200 customer 
service representatives who deliver world-class 
service on a daily basis. ADP selected Dresden, 
capital city of the federal state of Saxony in the 
southeast of Germany, because of its optimal fit 
to its resource requirements.

Developing Innovative HCM Solutions
ADP’s iHCM solution is a complete human capital 
management solution suitable for national and 
international SMEs available in multiple lan-
guages. It is built on four key pillars (technology 
and innovation, global solution for local needs, 
service excellence, and solution comprehensive-
ness) necessary to attaining business objectives. 

→ For more information, please visit:
www.adp.com

The Best of German Mittelstand –  
The World Market Leaders

Together with a number of partners, ADP played an active role 
in compiling the “The Best of German Mittelstand – The World 
Market Leaders” publication of German SMEs successful in global 
markets. These often family-owned enterprises typically operate 
in highly specialized areas allowing them to become technology 
leaders in their respective fields. Officially launched during the 
Business Forum of the Ambassador’s Conference 2015 held in the 
German Federal Foreign Office, the publication is used as part of 
international trade missions conducted on behalf of the German 
government.
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 INVESTMENT CLIMATE

Highly Skilled and  
Flexible Workforce

Germany’s attractive labor market (available  
labor pool, highly qualified staff, technical and 
language skills, moderate wage growth levels, and 
low attrition rates) is one of the key drivers for 
the establishment of business centers in Germany.

With over 43 million people, Germany boasts the 
largest pool of ready labor in the European Union 
(EU). Eighty-two percent of the German workforce 
have been trained to university entrance level  
or possess a recognized vocational qualification. 
Germany provides direct access to a highly quali- 
fied and flexible labor pool to meet industry needs 
whilst ensuring that skilled workers are well pre-
pared for the workplace.

Germany’s Dual Education System
Germany’s dual education system – unique in 
combining the benefits of classroom-based and 
on-the-job training over a period of two to three 
years – is specifically geared to meet industry 
needs. The German Chambers of Industry and 
Commerce (IHKs) ensure that exacting standards 
are adhered to, guaranteeing the quality of train-
ing provided across Germany. The country’s dual 
vocational training system allows 60 percent of 
young people to put their first foot on the career 
ladder. Companies have access to a wealth of 
highly trained and motivated talent at market-
competitive conditions. 

Approximately 460,000 young professionals 
successfully take their German Chambers of Com-
merce and Industry-certified occupational exams 
annually: two thirds of this number are specially 
trained in administrative functions. There are 
currently around 350 recognized occupations for 
which the federal government has issued training 
directives. The German model allows staff with 
the required vocational knowledge to be recruited 
on an equal footing with their university-edu- 
cated counterparts. Employing experienced per- 
sonnel with vocational qualifications – as opposed  
to those from the higher education system (as is 
the case in most nearshore countries) also helps 
reduce wage costs. Moreover, attrition rates are 
also drastically reduced. 

Competitive Labor Costs
The significant closing of the labor cost gap 
between Germany and its eastern European 
neighbors has proven to be another decisive argu-
ment in favor of Germany as a premium location 
for business services. In fact, Germany has gained 
the labor-cost edge in recent years, recording one 
of the lowest labor cost growth rate within the EU 
(2.0 percent). 

Since 2006, wages have risen in most European 
countries – at a rate significantly above that of 
the EU-28 average increase of 2.5 percent. Some 
countries, particularly those in central and eastern 
Europe, have experienced a rise of around five 
percent. Labor turnover rates in Germany are 
significantly lower than they are in near and off-
shore locations. A general minimum wage of EUR 
8.50 an hour came into effect on January 1, 2015. 
The minimum wage is revised every two years. 
An increase to EUR 8.84 an hour is planned from 
January 1, 2017. 
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INVESTMENT CLIMATE

Internationality
Around 9.1 million foreign nationals live in Ger-
many (more than ten percent of the total popula-
tion). Eight percent of Germany’s four million 
university students are from overseas. Germany 
is above the EU average in terms of languages 
spoken (both in number and quality): More than 
two thirds of German adults are able to speak at 

least one foreign language; and almost 30 percent 
are able to speak two or more foreign languages. 
Germany ranks above the EU average and has 
the largest pool of non-native English speakers. 
Germany's EU membership also guarantees EU 
citizens with the freedom of movement to work 
and live within the EU.

Dynamic German Labor Market

Recruitment Services
Recruitment services are offered free of charge 
by the Federal Employment Agency (BA) which 
has job centers in all large towns and cities. There 
are several programs offering extensive public 
support for hiring employees – please refer to the 
“Incentives” section for more information. Alter-
natively, private recruitment agencies can also be 
engaged to help identify specialist personnel. 

Traning Support
Germany offers a diverse pool of resources and 
institutes to train and educate the workforce.
The majority provide training programs (that 
often include in-house internships) tailor-made 
to individual company needs. A number of edu-
cational training firms offer certified training and 
continuing education courses especially designed 
to meet industry needs. In some cases, courses and 
retraining programs are subsidized by the Euro-
pean Social Fund (ESF). Retraining programs are 
often wholly financed by the local BA job center 
if employees are recruited from the ranks of the 
unemployed. 

Labor Law Regulations
Germany’s different employment models allow 
investors to select from a range of flexible 
employment solutions. Regular employment  
contracts are not time restricted and can be  
terminated by a written letter of termination. 
Regular employment contracts generally include  
a six-month probationary period during which  
the employment contract can be terminated at any 
time subject to a two-week notification period. 
Companies are also free to offer fixed-term 
contracts. Such fixed-term contracts automati-
cally expire on a specified date without written 
termination required. The employer then decides 
whether to renew the contract or otherwise. 
Fixed-term contracts are limited to a maximum  

of two years (four years during the first four years 
of a company’s existence). A fixed-term contract 
may be extended up to three times provided the 
total duration of the contract does not exceed the 
maximum of two years. General working condi-
tions (such as weekly working hours and wage 
levels paid) are usually laid out according to collec-
tive agreements between unions and the respec-
tive temporary employment industry employer 
associations. These collective agreements provide 
flexible working hour models by using working 
hour accounts to adjust the demand of the hiring 
company according to working time regulations.

Temporary Labor Sector
Temporary labor can easily be used to meet 
peak time and other demands. At present, there 
are more than 950,000 people employed in the 
temporary labor market. A variety of qualified 
temporary employment agencies offer flexible and 
affordable service and are able to provide suitable 
personnel at short notice. The duration and the 
terms of employee service termination in the hir-
ing company are not subject to labor regulations, 
but are set out in the service contract between 
the hiring company and temporary employment 
agency. As of 2017, a statutory maximum hire term 
of 18 months – with an extension possibility by 
collective agreement – is planned.  

Motivated and Dependable Employees
German labor flexibility is reflected in higher  
than average employee motivation levels. Accord-
ing to the IMD World Competitiveness Yearbook 
2016, German employee motivation levels are 
greater than those of their counterparts in the US, 
China, Russia, Poland, France and the UK. This can 
be related to the fact that Germans work more 
than their international peers (41.2 hours per week) 
and lose less days per annum to strike action than 
other European nations.
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World Class Infrastructure

ICT Excellence
Germany provides access to a comprehensive 
infrastructure that integrates the most modern  
telematics, IT, and telecommunications systems. 
There are in total 177 colocation data centers from 
37 areas in Germany. DCD Intelligence has ranked 
the Deutscher Commercial Internet Exchange  
(DE-CIX) in Frankfurt as Europe’s leading internet 
traffic hub, making the region the optimal loca-
tion for establishing peering connections. DE-CIX 
serves customers in 48 data center facilities – 
including Equinix, Interxion and TelecityGroup –  
in Frankfurt. Strong demand for data privacy will 
help Germany capitalize on non-US demand for 
cloud services created by intelligence surveillance 
and data interception concerns. Other national 
data center hubs within Germany are to be found 
in Munich, Berlin, and Hamburg. Germany’s high 
quality and redundancy of electricity supply 
guarantees uninterrupted energy supply for all 
business activities. 

Competitive Real Estate
Highly competitive real estate costs help make 
Europe-wide services from Germany affordable. 
Thanks to an average vacancy rate of around 
eight to nine percent in larger cities, investors  
usually find a tenant market with negotiable  
rents and conditions. Rental prices in major cities 
for quality office space in good locations start 
from as little as EUR 5.50 /m² a month. A modern 
and reliable public transport system provides easy 
access to office locations: 24 hours a day, 365 
days a year. 

With state-of-the-art transportation networks by 
road and rail, and a dense network of national and 
international airports, Germany provides access to 
markets on a truly international scale.

Excellent Infrastructure
Germany’s infrastructural excellence is confirmed 
by a number of recent studies including the WEF’s 
Global Competitiveness Report and investor sur-
veys conducted by institutions including UNCTAD 
and Ernst & Young. The 2016 Logistics Performance 
Index of the World Bank ranked Germany first 
worldwide for its logistic proficiency; singling out 
Germany’s quality of trade and transport infra-
structure. Accumulated in this score for Germany 
are high marks for the quality of roads and air 
transport, excellent railroads, and port infrastruc-
ture, as well as information infrastructure.

Europe’s Most Attractive  
Business Location

According to Ernst & Young‘s European 
Attractiveness Survey 2016, Germany is by 
far the most attractive country for invest-
ment in Europe. More than two thirds of 
managers surveyed believe that Germany’s 
location policy is interesting for interna-
tional investors.



Funding purposes

Financing supported by any of the 
following public funding instruments  

(combinations of instruments usually possible)

Public funding instruments

Investments

Grants

Working 
Capital

Loans

Research & 
Development

Guarantees

Specific  
Purposes

Equity  
Capital

Personnel

Mezzanine 
Capital

Incentives in Germany
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INVESTMENT CLIMATE

Financing & Incentives in Germany

Incentives programs in Germany are available 
through different public funding instruments and 
for different funding purposes. The individual 
funding requirements may, for example, result 
from investment projects, research and develop-
ment activities, personnel recruitment, working 
capital needs or other specific purposes. The 
different incentives instruments including grants, 
loans and guarantees are generally available for  
all funding purposes and can ordinarily be com-
bined; thus matching the different business activ-
ity needs at different development stages  
of the company.

Investment Grants
Cash incentives are provided in the form of non-
repayable investment grants. The major program 
directing the allocation of investment grants 
is the Joint Task "Improvement of the Regional 
Economic Infrastructure" (Gemeinschaftsaufgabe 
"Verbesserung der regionalen Wirtschaftsstruktur" –  
GRW). Money made available through this pro-
gram is usually distributed in the form of cash 
payments which are based on investment costs  
or assumed wage costs. 

Investment Grant Calculation: Payroll Option
In the case of wage costs, the jobs created must 
require above average skill levels, provide sig-
nificant added value or be jobs in a sector with 

particularly high innovation potential. Generally 
speaking, payroll-based grants are selected in 
those cases where investment costs for buildings, 
machinery, and equipment are relatively low but 
salary expenditures are comparatively high. In 
such cases, the calculation basis is not the total 
investment cost but rather paid salaries over a 
two-year period. The decision as to whether the 
payroll option can be chosen – and at what incen-
tive rate – is made at the federal state level. 

Eligible industries include most manufacturing 
and certain service industries. Generally speaking, 
investment projects receiving funds from the GRW 
program must create long-term jobs (i.e. any jobs 
created have to remain in the investment location 
for a period of at least five years on completion of 
the investment project). Please note that invest-
ment incentives must be applied for before start-
ing the investment. 

Personnel-Related Incentives
Labor-related incentives play a significant role  
in reducing the operational costs incurred by  
new businesses. The range of programs offered 
can be classified into four main groups: programs 
focusing on recruitment support; training sup-
port; wage subsidies; and on-the- job training. 
Labor-related incentives are available throughout 
Germany; independent of factors such as com-
pany size, industry sector, and investment project 
location.

Recruitment Support
With over 800 local job centers located across 
Germany, the Federal Employment Agency 
(Bundesagentur für Arbeit - BA) assists companies 
in finding new employees. Regardless of the  
qualification or experience level required, BA  
job centers offer a highly competent and profes-
sional service as well as market expertise to help 
identify prospective employees in all sectors. 
Assistance provided covers everything from job 
vacancy advertising and pre-selection of candi-
dates (i.e. assessment centers) to the provision  
of facilities for conducting job interviews. Be- 
cause job centers are state-funded institutions,  
all services are provided entirely free of charge. 
This means that the initial recruiting costs incurred 
by the investing company are negligible.

Please visit 
our website for 
more incentives 
information: 
www.gtai.com/
incentives



Incentives Programs Recruitment Support Pre-Hiring Training Wage Subsidies On-the-Job Training

Program 
Offerings

• Organization and/ 
or support of recruit- 
ment process by 
local job centers

• Assessment center 
provided by train-
ing agencies

• Organization of training 
courses for unemployed 
candidates by local job 
centers in close coopera-
tion with investor

• No binding work 
contracts required

• Provided for employ- 
ment of long-term 
unemployed candi- 
dates or unemployed 
candidates under the 
age of 25 or above 50

• Company has to pro-
vide a work contract 
with a minimum 15  
hour working week 

• For all employees

• Financed by the ESF

Eligible Costs • Job vacancy advertise-
ments, applicant screen-
ing and pre-selection

• Assessment center 

• Trainee labor costs

• Training course costs

• Wage costs

• Social benefits

• Training courses

Available  
Funding Rates

• Up to 100% of eligible 
costs subject to local 
job center budget

• Up to 100% of eligible  
costs for a training 
period of up to three 
months 

• Normally up to 50% 
of eligible costs for 
up to 12 months

• Normally up to 50% 
of eligible costs

Managing 
Authority

• Local job centers • Local job centers • Local job centers • Appropriate federal 
state labor ministry

Labor-related Incentives Programs Specifications

Recruitment Pre-Hiring Post-Hiring Further Education
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Wage Subsidies
Employers can be granted a direct cash payment 
paid as a proportion of the employee’s wage. 
Grants can account for up to 50 percent of wage 
costs including social security contributions. They 
may be provided for a period of up to 12 months. 
Wage subsidies are granted when hiring from the 
long-term unemployed. When hiring people who 
are long-term unemployed, have disabilities or 
who are older, wage subsidies can be raised to 
a maximum 70 percent of wage costs paid for a 
period of up to eight years. 

Wage subsidies are generally allocated if investors 
provide long-term employment. This means that 
the duration of the labor contract must be at least 
double the period of time covered by wage subsi-
dies. Wage subsidy applications should be made in 
advance of the contract being signed. 

Pre-Hiring Training
Prospective employees often need to participate 
in appropriate training measures before starting 
at their new place of work. Such measures can be 
organized and administered by external specialist 
institutions. In general, training program costs of 
up to 100 percent can be subsidized. This measure 
is targeted at previously unemployed candidates.

On-the-Job Training
The German federal states, with the support of 
the European Social Fund (ESF), offer a variety  
of on-the-job training programs. Applicant com-
panies can be supported with subsidies covering 
up to 50 percent of all training costs. 



Strategy Evaluation Decision & Investment

Business opportunity 
analysis and market  
research

Project partner 
identification and 
contact

Market entry 
strategy support

Joint project manage-
ment with regional  
development agency

Coordination and sup-
port of negotiations 
with local authorities

Identification of
project-specific
location factors

Site 
preselection

Cost factor 
analysis

Site visit
organization

Final site
decision support

Project management assistance

Location consulting/Site evaluation

Support services

Identification of
relevant tax and
legal issues

Project-related  
financing and  
in centives consultancy

Organization of
meetings with
legal advisors and
financial partners

Administrative
affairs support

Accompanying 
incentives application
and establishment
formalities

Our support services for your investment project
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Germany Trade & Invest Helps You

Germany Trade & Invest’s teams of industry 
experts will assist you in setting up your opera-
tions in Germany. We support your project man-
agement activities from the earliest stages of  
your expansion strategy. 

We provide you with all of the industry informa-
tion you need – covering everything from key 
markets and related supply and application sec-
tors to the R&D landscape. Foreign companies 
profit from our rich experience in identifying the 
business locations which best meet their specific 
investment criteria. We help turn your require-
ments into concrete investment site proposals; 
providing consulting services to ensure you make 
the right location decision. We coordinate site 
visits, meetings with potential partners, universi-

ties, and other institutes active in the industry. 
Our team of consultants is at hand to provide you 
with the relevant background information on Ger-
many’s tax and legal system, industry regulations, 
and the domestic labor market. Germany Trade & 
Invest’s experts help you create the appropriate 
financial package for your investment and put you 
in contact with suitable financial partners. Our 
incentives specialists provide you with detailed 
information about available incentives, support 
you with the application process, and arrange 
contacts with local economic development corpo-
rations.

All of our investor-related services are treated 
with the utmost confidentiality and provided 
free of charge.

OUR SERVICES
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Investor Consulting

Dr. Josefine Dutschmann is the senior manager 
responsible for the Business Services industry in 
the Investor Consulting division of Germany  
Trade & Invest. With more than 20 years of 
professional experience, she is an acknowledged 
industry expert with a proven track record of 
helping international companies establish their 
business operations in Germany. 

For questions concerning how to establish your 
service or business center in Germany, please con-
tact Josefine at josefine.dutschmann@gtai.com 

For more information about the Business Services 
industry in Germany, please visit our website: 
www.gtai.com/bpo
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About Us
Germany Trade & Invest (GTAI) is the economic development agency  
of the Federal Republic of Germany. The company helps create and  
secure extra employment opportunities, strengthening Germany as  
a business location. With more than 50 offices in Germany and abroad  
and its network of partners throughout the world, GTAI supports   
German companies setting up in foreign markets, promotes Germany as a 
 business location and assists foreign companies setting up in  Germany. 
All investment services and related publications are free of charge. 
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