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Leonardo Decipher German Culture Report 2010

This report has been adapted from the UKTI field culture report written in Dec 2007 by Martina Shorts & David Owen for UKTI East of England. This 2010 report provides background information on both the cultural and business differences that a British businessperson visiting Germany needs to have at his or her fingertips. We also have contributions from our German business colleagues who presented at the Decipher Germany culture workshops in September 2010 and November 2010. A separate section of this report has been dedicated to the advanced manufacturing sector, the lifescience sector and food and drink sector. This is supported by other sections which contain relevant information specific to manufacturing, such as packaging and recycling issues.
This report has been adapted and updated with current information gathered by UKTI,RLN East and RLNYH. For further details on how to commission a report on more company sector-specific information, available under the British Governments' Overseas Market Introduction Service (OMIS), please contact your nearest UK Trade & Investment (UKTI) representative. 

The report will give the reader some useful information and hints, but companies planning to sell their goods or services into Germany are strongly advised to obtain more detailed information about the market for their particular product or service before embarking on a sales drive. Investing in a report produced specifically for your company can save you a lot of time and money in the long run.

1) Introductory facts
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· Capital: Berlin

· Surface area: 357,092 km2

· Population: 82,424,609 
· Government: federal republic

· Currency: Euro

· Time: GMT+1

· Dialling: +49

· It is a federal republic

· Economically speaking, Germany is the most powerful country in Europe and therefore has considerable influence within the EU. 
2) Sector Information
Manufacturing Sector Specific Information

Mechanical Engineering is the biggest Industry:

1. Biggest industry in Germany with regards to number of companies active in this sector: 6,099 

2. In 2009 Germany exported € 145 m in machines and parts to the UK (-33%)

3. In 2009 Germany imported € 55 m in machines and parts from the UK (-61%)

4. 939,000 people employed in 2009 (-0.6%)

5. Turnover of € 161 bn in 2009 (-22.6%)

6. 73.4% (estimated) of the products were exported 

7. (-27.3%)   world export champion

8. Germany renowned for the big players such as Siemens, ThyssenKrupp, Bosch, Linde, Voith

9. But mechanical engineering sector dominated by „Mittelstand“

10. 88% of the companies employ less than 250 people, more than 66% less than 100 people, only 2% more than 1,000

11. Strong clusters in Baden-Württemberg, Bavaria, NRW, Hesse

12.  hidden champions all over Germany
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Geographical concentrations in:

· Baden-Württemberg (46.6%)

· North Rhine-Westphalia (16%)

· Bavaria (12%)

· Hesse (6.4%)

· Saxony (5.6%)

· Thuringia (5.6%)

· Hamburg (5.6%)
Outlook Now:
· Since September 2009 orders have been increasing 

· Production still expected to decrease in 2010

· In 2011 manufacturers are expected to profit from the new orders

· China and India drive the recovery, domestic demand is stabilising

· New markets, new customers, new technology

· Metal cutting machine tools (58%): machining centres, turning machines, grinding, honing, lapping and polishing machines

· Metal forming machines (18%): presses, bending, folding and straigthening machines, forging machines and hammers 

· Parts and accesories (24%)
Trade Associations

VDMA –German Engineering Federation


(www.vdma.org)

VDW – Association of the German Machine Tools Industry


(www.vdw.org)

Mechanical /manufacturing trade Fairs and Exhibitions in Germany:

· EMO 19-24 Sept 2011, Hannover 


(www.emo-hannover.de)

· Metav 28 Feb – 3 March 2012, Düsseldorf (www.metav.com)

Hannover Messe 4 – 8 April 2011, Hannover (www.hannovermesse.de) 
ICT Sector:

Companies trying to enter this market will have the highest chances of successful market entry if they:

- are able to offer high-end technology

- adapt the product to the German market

(language, regulatory standards, business

culture pricing)

- offer high margins

- have detailed plans on how to enter the

market

- are aware of which type of companies to

partner with

- focus on products in niche segments

- emphasise their unique selling points
Mobile data services is the fastest growing segment within the telecommunications services market, with expected two digit growth rates in 2010. Data services are the main driver of mobile internet, a development which is driven by decreasing costs. Overall, data services are expected to reach a volume of nearly € 6 bn by 2012. Mobile entertainment (including advertising, video, games, and music) is expected to reach a market volume of € 740 m by 2012. 3G penetration is expected to reach more than 60 % of all German subscribers by 2012. After the so called “digital dividend” has been auctioned, latest LTE technology will be

introduced in Germany as well, at first in rural areas where fast internet has not been

accessible yet.
Germany has a leading position in the green IT segment. The German government aims to reduce IT energy consumption levels by 40% until 2013. New energy saving regulations like the EnEV help promote the use of energy

efficient products. ICT research and consultancy specialists Experton predict an annual average growth of 51% by 2011 for the German green IT sector in hardware, software and services. In 2009, Germany’s green IT industry generated a market volume of € 4.5 bn. Experts highlight the need for consultancy services in the field of energy efficiency management. These services have a current market value of € 1.31 bn. This figure is forecast to increase to € 3.8 bn in 2010. The market volume of the green IT software

industry (server virtualisation, multi user systems, etc.) is expected to increase from €810 m in 2009 to € 1.8 bn in 2010.
Saving IT resources by converting installed software and storage to virtual servers will be one of the main trends in Germany in 2010. The Software as a Service market is expected to reach a market volume of nearly € 600 m in

2010. The SaaS market expects an annual growth rate of 24 % by 2012. The main SaaS areas are customer relationship management software (CRM) and enterprise resource planning (ERP). Almost 40 % of all companies were users of some form of SaaS in 2008. IT security is one of the most important issues

for CIOs across Germany. Although the economic climate asks for savings in many areas, the majority of companies believe that they cannot afford postponing IT investments which lead to increased security.
Aerospace Sector:

 Aerospace is one of Germany’s most innovative and best performing industries. With more than 155 companies and institutions, over 93,700 employees and a turnover of €23.6bn (+4%) in 2009, Germany is the third largest aerospace industry in Europe after the UK and France. Since the mid-1990’s the German aerospace industry has been steadily growing at an average rate of 9% per year. Even though it was unavoidably affected by the global economic and financial crisis, the long-term projections for the aerospace industry are very positive. Aerospace is a rapidly expanding industry. For the next 20 years Airbus projects a demand for 25,000 new aircraft world-wide. 
Most of the world’s major aerospace players have manufacturing facilities in Germany: Airbus (passenger and cargo planes), Eurofighter (Typhoon jets), Eurocopter (helicopters) and EADS Astrium (satellites, launchers, orbital facilities). Moreover, MTU and Rolls Royce produce some of the world’s most advanced aircraft engines in the world. MTU Maintenance and Lufthansa Technik ensure first class maintenance, repair and overhaul services. The aerospace industry in Germany is particularly strong in three powerful clusters (Bavaria, Hamburg, Berlin-Brandenburg), with thematic priorities in different areas including structure, cabin interiors, engines and lightweight construction.
Structures: Germany is home to the Airbus Centre of Excellence for Fuselage & Cabin. By outsourcing the former Airbus sites that focus on composite structures to the new company Premium Aerotec GmbH, a new strong supplier of lightweight structures has been established. The critical issue will be in how far Airbus can replace metal structures with lightweight structures and whether their suppliers will be able to come up with more efficient CFK production technologies. At the moment both Airbus and Premium Aerotec are heavily investing in new production facilities for composite structures for the A350. 

Cabin: The sale of the former Airbus site in Laupheim to Diehl and Thales generated a new and stronger system integrator Diehl Air Cabin. The working group Cabin/Cargo within the German Aerospace Industries Association BDLI tries to bring the leading companies in that area together in order to facilitate cooperation. The pressure of consolidation in this area is strong. For example, on the A350 XWB only 10 work packages in this sub-sector were put out for tender whereas it used to be up to 100 in previous programmes.

Engines: In engines Germany has strong manufacturing and MRO capabilities. The two major players who together achieve 80% of the turnover in this area are MTU Aero Engines and Rolls-Royce Deutschland. MTU do not manufacture any engines of their own but cooperate with different partners such as Pratt & Whitney. Rolls-Royce Deutschland manufacture engines for business jets in Germany and are the competence centre for twin-shaft turbofan engines. 

MRO: MTU Maintenance is one of two independent engine MRO providers, the other being Lufthansa Technik. In 2007, Rolls-Royce and Lufthansa Technik officially opened the plant of their new joint-venture N3 Engine Overhaul Services in Erfurt, Thüringen.

In recent years competition in the global aerospace industry has increased, new players have emerged from countries like India, China, Russia or the Middle East. At the same time developing new aircraft has become an increasingly complex business with tremendous costs and risks involved. Consequently the primes, above all Airbus and Boeing, want to concentrate on their core business: development and final assembly. Consequently, their aim is to have fewer but stronger suppliers who can act as risk-sharing partners and system integrators to whom they can outsource the delivery of complete sub-systems. 
The German Aerospace Association BDLI as well as the German government have identified a lack of systems integrators who can act as Tier 1-suppliers in Germany in comparison to countries like France, the UK or the US. This is seen with considerable concern. The fact that work packages for the A380 were contracted directly out to German suppliers from Airbus and are now contracted via foreign Tier 1-suppliers, led to the fear that these work packages could be lost in future projects. The German supply chain is still very fragmented and dominated by SMEs. The future competitiveness of the German aerospace industry will depend on its ability to forge some new and strong alliances – potentially also with companies from the UK.
The growing public awareness of climate change has lead to an increasing demand for more effective aircraft and sustainable aviation. As far as technology improvements are concerned, the German aerospace industry is leading in a number of areas such as weight reduction of the fuselage, energy-saving cabin systems and more efficient engines.
Unmanned Aerial Vehicles or UAVs are also gaining more and more importance world-wide. The German military is investing in this new technology, for example in a squadron of EURO HAWK UAVs. UAVs are also increasingly deployed for civilian or police purposes. On the whole German companies invest about EUR 3 bn per year in the research and development of UAV technology.
New programmes represent generic market entry opportunities as the “political obligation” to use national sub-suppliers is shrinking and replaced by a more “commercial approach”. 

The lack of specialised German companies capable of competing as system integrators on a global level opens the opportunity for UK companies to enter into a strategic alliance/joint-venture with a German company to possibly gain a new stronger position as system integrator together.
Medical Devices Sector:

Germany is the largest healthcare market in Europe and ranks third worldwide after the US and Japan. It is predicted that Germany will continue the trend towards an ever-aging population. So demand will continue for innovative and better products. However, it is the declared goal of the German government to keep the standards of quality high while ensuring that the healthcare system remains affordable.
Opportunities for UK healthcare companies interested in the German healthcare market – key areas are detailed below: 

General Health Objectives 
Together with local Ministries, statutory health and pension insurers, private health insurers, doctors and organisations, the Federal Ministry of Health has developed and published six health initiatives/objectives in the German Health Reform: 

1. Diabetes mellitus Type 2: lower the risk of infection, early diagnosis and treatment of patients. 

2. Breast cancer: reduce mortality, increase quality of life. 

3. Depressive Disorders: prevention, early diagnosis, sustainable treatment. 

4. Reduce tobacco consumption. 

5. Growing up healthy: nutrition, sports/movement, stress management for children. 

6. Increase health competence and strengthen patient sovereignty. 

There are three more areas which will receive further attention in the future; these are: 

1. Vaccination. 

2. Chronic back pain. 

3. Heart attack. 

Products or services that support these objectives are likely to have a good potential for sales into the German market. 

Homecare and Care Homes 
The German federal government is keen to keep people out of nursing homes for as long as possible. Wherever possible, patients and their families are provided with the tools and equipment necessary for them to stay at home. Care is often delivered by non-profit making organisations including private nursing companies and religious public services.

On the other hand, more and more people cannot be cared for in their own home because they do not have family members that to look after them or organise home care. In the future the number of long term care homes will increase from 11,000 in 2009 to approximately 13,000 in 2020. Professional care, both in a care home or by a nursing service, is a growing sector and is likely to take a higher degree of priority in the future. People in need of care and/or rehabilitation require medical aids that support their daily life. There is a good business opportunity for British companies who provide new and innovative medical aids that ease the lives of those patients. 

In the rural areas in Germany especially, there is a trend towards the decline of General Practitioners practices. This will lead to a health provision gap. There are pilot projects in some regions that have already tested telemedical applications.

There are opportunities for British companies throughout the German healthcare sector for all products and service, from hi-tech medical devices to wound care products. British companies need to be competitive on price, high on quality and most importantly offer a product or service with unique features.

The German healthcare system dates back to the social policy of Otto von Bismarck, the chancellor of the German Reich, at the end of the 19th century. He introduced the Statutory Health Insurance (SHI) because he wanted to lower social tensions and make the growing socialist labour movement lose momentum. The main principle of the SHI was and still is today that of solidarity. It means that contributions to the system depend on individual income whilst all members enjoy equal benefits. Those who earn less pay less and higher earners pay more. SHI Membership is mandatory for employees, workers and pensioners with an income per annum below a certain assessable income limit (€ 49.950 in 2010). People with an income higher than the assessable income limit have the right to opt for a Private Health Insurance. The SHI is also mandatory for other people for example students, trainees or people who receive unemployment benefits. Furthermore, it should be noted that the contributions paid by employees are matched employers on a fifty-fifty basis.
 Food and Drink Sector - Catering and Food Service

The food industry is the fourth largest industrial sector in Germany


- employing over 535,000 people 


- with total turnover of €149 billion in 2009


- export sales of €39.3 billion in 2009
Retail sales of food and drink totaled €162 billion in 2009
2009 was a difficult year for the food and drink sector.  Production and sales figures remained stable but turnover fell by over 4% mainly due to cuts in retail prices and a drop in exports rather than a fall in actual sales.

Exports fell by 4.8% - imports fell by 4.1%

The market is very competitive with high pressure on prices caused by discounters‘ large share of market - 44.6% of total sales.  The major discounters reduced prices for a lot of standard products during 2009 putting pressure on the supermarkets to follow suit.
The market is well supplied with both domestic and imported products 

Catering / Food Service is the second largest sales channel for food and drink with total sales of €63.3 billion in 2009
The food service sector has been hit by the current economic climate with consumers spending less on eating out.  Turnover fell by 4.7% in 1st quarter of 2009 which was the largest fall since 2003.  Total turnover for 2009 was down by 1.4%.

Important sectors are canteens (offices, universities etc) hospital and care home caterers etc.  Coffee shops and take-away/food-to-go catering are growth areas.

In addition to wholesalers/distributors, the Cash&Carry companies (Metro (UK Makro), Fegro/Selgros (part of the Rewe Group) and Handelshof) play an important role in supplying the food service sector.  Cash&Carry sector currently experiencing drop in sales mainly due to falling turnover in catering/gastronomy sector.
Major Retail Channels
5 major retail groups account for nearly 70% of all food sales in Germany – Edeka www.edeka.de, Rewe www.rewe,de, Schwarz Group (Lidl) www.lidl.de, Aldi Group www.aldi.de, Metro Group www.metrogroup.de.

The leading supermarket chains are Edeka, Rewe, Real (www.real.de - part of the Metro Group) with a total market share of retail sector in 2009 of 23.7%
The leading discounters are Aldi (North and South), Lidl, Netto (www.netto.de - part of the Edeka Group), Penny (www.penny.de - part of the Rewe Group) who together had a total share of the food retail trade of 44.6% in 2009 
Other important retail channels are:
Organic supermarkets, health food shops and delicatessens/fine foods retailers 

Sales of organic products saw large increases in sales during 2008 but slightly lower increases of 3% in 2009.  Sales increasing again during 2010.

Delicatessens and fine foods retailers have small, but important share of the market particularly for UK products such as sauces, preserves, cheeses, tea.

Supermarkets expanding private label ranges to become more competitive with the discounters - this is providing opportunities for manufacturers of private label products.
Routes to Market
- Via wholesalers/distributors and/or commission agents 

- Direct to some supermarket chains 
- Via Cash&Carry for Food Service sector
Opportunities
Sectors that offer opportunities are chilled and convenience foods, Private Label production, organic foods and food service

Challenges
Very price competitive

Language problems - labelling – lists of contents have to be in German

Recycling regulations – Green Dot - deposits on PET bottles
USEFUL SECTOR CONTACTS IN YORKSHIRE AND HUMBER

Medilink - Regional Lifesciences Sector Specialists for UKTI Yorkshire

Charlotte Fraser (UKTI Sector Specialist for Healthcare and Biotech industries)

c.fraser@medilink.co.uk
Senior International Co-ordinator

p.wheeler@medilink.co.uk

Kate Baumber Regional Food Group Yorkshire and Humber

(UKTI Regional Sector Specialist for Food and Drink)

Kate.baumber@regionalfoodgroup.co.uk
Simon Muter

(UKTI Regional Sector Specialist for Advanced Engineering)
simon@muter.org
TOP TIPS FOR DOING BUSINESS IN GERMANY
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Confirm appointments and be on time

If at all possible always confirm appointments in writing. Try and be on time or better still be a bit early. This may give you the added advantage of having time to get a feel for how the office or factory is functioning before you go into the meeting. If you are running late, ring up the company you are visiting and let them know.

· Meetings are more formal

Meetings in Germany are, generally speaking, more formal than in the UK, and your appearance and behaviour should be too. A suit and a tie should be worn. A firm, but not knuckle-breaking, handshake when greeting and parting is always part of the ritual.

· Titles

Titles are important, so if Herr Müller is a Doctor or Professor use Herr Doktor Müller or Herr Professor Müller. Women, except those serving you in restaurants or if obviously still teenagers, should never be addressed as Fräulein. Always use Frau Müller or if she has a title Frau Doktor Müller. Some people may tell you to drop the Doktor, in which case you may do so.

· First names - not to begin with

Unlike in the UK, the use of first names is not as prevalent amongst colleagues in a German company and certainly not with visitors, though with American and British influence it is moving that way.  Your host may well accept or even suggest that using first names is OK in order to make you feel at ease, but remember that if you were a German he probably would not do so. 

Should your German be good enough to carry on a conversation in that language, do not on any account use the familiar second person singular "Du" for "you", but stick to the polite form "Sie", also "you".  If the personal rapport is really good, then perhaps the change from "Sie" to the more personal "Du" can be made at some time in the future over a beer or two in the local restaurant, however it is also quite acceptable to use a first name and still say "Sie".

· Small talk and hard facts

Time is money in the minds of most German businessmen, and generally speaking at a business meeting they will want to get down to the heart of the discussion quickly.  This means having all the facts at your finger tips and being well prepared with trade literature in German, or at least an insert in that language, and prices in EURO. Your literature should concentrate on technical details about the product or service.

A certain amount of small talk is in order, but is best kept until the end of the meeting.

· More direct

Without intending to be impolite, Germans tend to be more direct when it comes to expressing views or making statements and will expect the same from you.  Therefore be careful not to use typical English sentences like - we may be able to deliver - when what you really mean is - there is no way we can deliver. Your host will only understand that you can deliver.

· Don’t give up

Keep returning to Germany to remind people that you are committed. Persistence pays!

· A funny thing happened on my way to see you!
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Sarcastic or black English humour should be used very sparingly. It may backfire on you if it is not properly understood and could cause embarrassment.

Question Time for Companies:  brief questions which have been asked by companies in the East of England are listed below: 
Is it true that the Germans are direct, and should we be equally direct?

Yes, this is true. Not because they want to be, but because of the way they communicate – and the German language has a bearing on this.  “Would you mind terribly if…” does not really exist in German, certainly not in such a convoluted way. There is no fuss over politeness as there is in England.

The English contact should not necessarily adopt this directness; stay truthful to your own culture.  The typical “English” way of doing things can be appreciated by your foreign contact, although going straight to the point would not do any harm.  Setting out your objectives in a clear manner, without “codifying” your language might put you in an advantageous position.  Don’t use idioms, and keep your language simple.

Germans often appreciate the first name term practice that the English adopt and are sometimes relieved to use it themselves. Germans generally want to know everything in detail and will ask probing and very direct questions about a product/service.  This can be misunderstood as rudeness, when really it shows interest.  Once the German person has all the details and is satisfied with the information, he/she will be very much committed.
Can you give some examples of where communication has gone wrong?

Yes, once when an English contact said “we’ll go away and think about it”. The German delegation were horrified because they thought that that meant they had been “dismissed” and that it spelt the end of the negotiations. 

Always remember that if your contact is speaking English, this is not their mother tongue – you should always summarise meetings at the end in order to avoid any misunderstandings. Another area where problems or misunderstandings can arise is German punctuality.  When a delivery date is given, it generally means that the Germans will do their utmost to stick to it and they will expect the same from their business partners.  Problems can occur where other nationalities have a different concept of time and do not consider time of the essence. 

Is it true that all Germans speak good English?

No, the older generation in particular often doesn’t.  Young German business people, who are widely traveled, would however.  But some of them would not speak well enough to conduct a business meeting.  Do not take it for granted that contacts within SMEs will speak English.  

What, as a German, are your impressions of British business culture?

That the approach to doing business is fairly relaxed.  English people tend to use understatements often, they therefore do not necessarily trumpet their own achievements or the advantages of their product. Also, English people tend to work longer hours and hold more meetings.

Are there any issues relating to German company structure that English contacts should be aware of?

Yes, employee structures are more hierarchical in Germany – staff will probably not have the same relationship with their manager than staff in England might have.  Germans would not necessarily communicate in the same way amongst themselves. The manager-staff relationship would not be as relaxed as in most English companies.

What are the differences between the German spoken in Germany, Austria and Switzerland?  

German is a language with several standard versions spoken in different countries.  Austrian German and Swiss German are varieties of the German language, distinguishable by their accents.   This is quite different from the local dialects which are spoken in the different parts of Austria (Austro-Bavarian, Allemanic, Vorarlberg, etc).  Swiss German (“Schweitzerdeutsch”) is another version of German spoken in Switzerland, and there are different local dialects (mainly Allemanic) in the different parts of German speaking Switzerland.  

Within Germany itself, the German language varies greatly according to the region. Germany is divided into 16 states, or “Bundesländer, with the federal capital in Berlin.  Each state has its own capital and regional government, as well as its own customs and local dialect/accent.  There are many cultural and linguistic differences between the predominantly Lutheran Protestant North where High German (Hochdeutsch) is spoken, and the mainly Roman Catholic South with its various dialects (the dialects of Swabia, Hessia, Bavaria and Bade, to name only a few).  

Between the different standard versions of German spoken in Germany, Austria and Switzerland, there are differences in pronunciation, vocabulary and grammar. Particularly in the legal, administrative and culinary areas, the vocabulary can differ in the three countries.

If I speak Standard German (“Hochdeutsch”), will the Austrians and Swiss understand me and will I understand them? 

It is important to remember that Standard German is the official language in all three countries.  It is generally taught at school and used in the written language. This is quite different from the local dialects spoken in the different regions of Germany, Austria and Switzerland which can be very difficult to understand, even for German native speakers. A Northern German, for instance, can have great difficulty in understanding a Bavarian and vice versa.   Usually, a person’s dialect or accent gives away where he or she comes from.

Generally, Germans, Swiss and Austrians will make an effort to speak Hochdeutsch with someone who does not understand their local dialect.  They may still have a different accent and intonation from “pure” Hochdeutsch, but generally they can be understood and they will certainly be able to understand you since Hochdeutsch is the common denominator. Sometimes, however, local accents can be quite strong and this can lead to problems.  Particularly in a business environment, people will make an effort to speak clearly.  However, do not feel shy to say so if you have difficulties in understanding.  

Are there differences in the business practices between different German Länder, and Are there differences in character shown by the people in different German Länder?

Business practices are generally the same.  Due to the cultural and linguistic divide between Northern and Southern Germany, business practices may vary slightly in so far as the North has a tendency to be more formal, whereas things can be more “relaxed” in the South. There are many cultural and linguistic differences between Northern and Southern Germany.  This also becomes apparent in the character of the people in the different German Länder.  It is difficult to generalise, but people in the North have a tendency to be more formal and introvert than people in the South who can be perceived as warmer and more extrovert.  The landscape certainly also has an influence.  Looking at the wine growing areas of Germany along the rivers Rhine and Mosel for instance, there is generally a great deal of joviality and humour.  But every part of Germany has its own qualities and characteristics and it is generally good advice to take people for what they are.

Are those Germans who live in the West of the country more likely to speak French as a second language, than English?

It is certainly true to say that the proximity to France has an influence on the German  Länder bordering France.  This becomes apparent in the local cuisine as well as in the desire of people on both sides of the border to understand and to communicate with their neighbours. In Baden, where the river Rhine forms a natural border with France, there is a possibility to learn French in primary school.  Sometimes, basic French is even being taught at Kindergarten level.   Still, English is generally acknowledged as the most important foreign language and is therefore generally the first foreign language that students learn.  However, in the Länder bordering on France, there is a possibility to learn French as the first foreign language.

If I am invited to visit a customer in Germany should I go visit them?

If you are invited to visit a customer it is definitely recommended to go to visit them. Nothing is better than face to face discussions and for a customer to see and touch your product or design. It is often the case that if you are asked to visit it is not a question of would you like to come but often a case that the invitation is more of a formal request for a meeting and to discuss your relationship and products. It may even lead to more sales!

What are the rules about packaging in Germany?

With regards to the manufacturing or consumer retail sectors in Germany the question of packaging is very important. If a company is  serious about exporting it would be worth the investment in translations for labels etc. To make it more cost effective for printing the labels for stock you could, of course, have more than one foreign language on the packaging, e.g. packaging for European markets with German, French & Spanish.  German language packaging could also be used for sales to Austria and Switzerland.  
 

A sticker with "German instructions enclosed" would be enough for the German market. If you are selling to the younger consumer retail market for example  it is even more important for the customer, i.e. child - who will often be the main "decision maker" when it comes to what toys are bought -  to be able to read the packaging.
 

Something further to bear in mind regarding packaging for the German market are the recycling regulations this is know as the Green Dot system. 
 

The Green Dot - “Der Grüne Punkt”
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The German Packaging Ordinance that came into force in 1991 stipulates set targets for the collection and recycling of all consumer and industrial packaging.  Manufacturers or retailers have to take back used packaging and are responsible for its environmentally friendly recovery.  They also have to produce documentation of how this has been undertaken.

For goods imported from companies that are registered in another European Union country, either the importer or the exporting company can be held responsible for collecting and recycling the packaging.

The German retail trade and manufacturing industry have established a system administered by the “Duales System Deutschland” - DSD - to undertake the collection and recycling on behalf of all parties in the sales chain.

A fee is charged by the DSD for the use of the green dot symbol which exempts a company from its obligation to collect and recycle its packaging as well as producing proof that this has been done.  The revenue raised is used to finance the cost of the collection and recycling.

Full details can be obtained from:

Duales System Deutschland GmbH

Frankfurter Str. 720 - 726

D-51145 Cologne

Tel:

(02203) 937-0

Fax:

(02203) 937-190

Internet:
www.gruener-punkt.de


www.gruener-punkt.de/?L=1
Information can also be obtained from the German-British Chamber of Commerce in London:

German-British Chamber of Commerce

Mecklenburg House

16 Buckingham Gate

LONDON 

SW1E 6LB

Tel:
020 7976 4150

Fax:
020 7976 4101

Internet:
www.germanbritishchamber.co.uk
Contact:
Ian Wivell

4.What are the differences between Germany and the UK in a general business context?

Basic facts about the two countries:
	
	Germany
	UK

	Population
	82,329,758 (July 2010 est.)
	60.7 million

	Density of population
	231 per km
	246 per km

	Square kilometres
	357,092
	242,900

	GDP per head of population
	20,894 (2006) in £
	21,469 (2006) in £

	Currency - approximate rate of exchange
	1 Euro = 0.84 pence
	£ 1 = 1.2 EUR

	Telephone prefix
	0049- 
	0044-

	Voltage
	230
	220 

	Police / Fire / Ambulance
	110 /112 / 112
	999


Economy - overview:  

The German economy - the fifth largest economy in the world in PPP terms and Europe's largest - is a leading exporter of machinery, vehicles, chemicals, and household equipment and benefits from a highly skilled labour force. Like its western European neighbours, Germany faces significant demographic challenges to sustained long-term growth. Low fertility rates and declining net immigration are increasing pressure on the country's social welfare system and necessitate structural reforms. The modernization and integration of the eastern German economy - where unemployment can exceed 20% in some municipalities - continues to be a costly long-term process, with annual transfers from west to east amounting in 2008 alone to roughly $12 billion. Reforms launched by the government of Chancellor Gerhard SCHROEDER (1998-2005), deemed necessary to address chronically high unemployment and low average growth, contributed to strong growth in 2006 and 2007 and falling unemployment, which in 2008 reached a new post-reunification low of 7.8%. These advances, as well as a government subsidized, reduced working hour scheme, have helped to explain the relatively modest increase in unemployment during Germany's 2008-09 recession - the deepest since World War II. GDP grew just over 1% in 2008 and contracted roughly 5% in 2009. 

Germany crept out of recession in the second and third quarters of 2009, thanks largely to rebounding manufacturing orders and exports - primarily outside the Euro Zone - and relatively steady consumer demand. The German economy probably will recover to about 1.5% growth for the year 2010. However, a relatively strong euro, tighter credit markets, and an anticipated bump in unemployment could cloud Germany's medium-term recovery prospects. Stimulus and stabilization efforts initiated in 2008 and 2009 and tax cuts introduced in Chancellor Angela MERKEL's second term will increase Germany's record budget deficit, which is expected to exceed 5% of GDP in 2010. The EU has given Germany until 2013 to get its consolidated budget deficit below 3% of GDP. A new constitutional amendment likewise limits the federal government to structural deficits of no more than 0.35% of GDP per annum as of 2016.  
Germany is decentralised

It may not be immediately apparent, but Germany is very decentralised.  As everyone knows, London is definitely the capital and focal point for the English, and Paris for the French.  However although Berlin may be the capital of Germany and seat of the Federal Parliament, Hamburg, Cologne, Düsseldorf, Frankfurt, Stuttgart, Munich and other major cities are regarded by their inhabitants as being more important when it comes to how their daily lives are run.
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With the exception of Cologne, the cities above along with others, are the capitals of one of the 16 Federal States (Bundesland, pl. Bundesländer) each with its own parliament (the picture shows the plenary chamber of the North Rhine-Westphalia government).  This can for example mean that although the Federal Government may issue a directive, it is the job of the individual states to action it.  This can lead to minor differences in the way, for example, the states run their police forces, set up their schooling systems, implement building regulations and support businesses.  In other words for a businessman looking for the overall authority, there is often not one government body that needs to be consulted, but 16!
Politics

Chief of state: President Christian WULFF (since 30 June 2010).
Head of government: Chancellor Angela MERKEL (since 22 November 2005).
Cabinet: Cabinet or Bundesminister (Federal Ministers) appointed by the president on the recommendation of the chancellor.
On the whole Germans tend to take more interest in politics than their British counterparts and are therefore generally better informed, but this does not mean that they are content with the political situation.  The government is blamed for high unemployment, burdensome taxes and a dwindling pension fund. Here is a picture of the German "Reichstag" or parliament building, with the glass dome on top designed by Sir Norman Foster.
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Export and Import Statistics: CIA website as of September 2010

Exports - partners:    

France 10.2%, 

US 6.7%,

Netherlands 6.7%,

UK 6.6%,

Italy 6.3%, 

Austria 6%, 

China 4.5%, 

Switzerland 4.4% (2009) 

Imports:    

$966.9 billion (2009 est.) country comparison to the world: 3 

$1.232 trillion (2008 est.) 

Imports - commodities:    

Machinery

Vehicles 

Chemicals

Foodstuff

Textiles

Metals 

Imports - partners:    

Netherlands 12.71%, 

France 8.3%, 

Belgium 7.19%, 

China 6.89%, 

Italy 5.88%, 

UK 4.76%, 

Austria 4.55%, 

US 4.25%, 

Switzerland 4.07% (2009)

Exports:    

$1.159 trillion (2009 est.)

country comparison to the world: 3 

$1.498 trillion (2008 est.) 

GDP - composition by sector:    

Agriculture: 0.9%

Industry: 26.8%

Services: 72.3% (2009 est.) 

Labour force:    

43.5 million (2009 est.) Country comparison to the world: 14  

Labour force - by occupation:    

Agriculture: 2.4%

Industry: 29.7%

Services: 67.8% (2005)

Schooling
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Pre-school education is provided by institutions (mainly Kindergärten) catering for children from three to six, the age at which they usually start school.   From the age of six, they are obliged to attend primary school, known as the Grundschule.
Following the primary school stage at which all children attend mixed-ability classes the organisation of the secondary schooling varies from one state to another.  However the following types of schools exist in the majority of the Länder (NB The translations given offer the nearest equivalent only):

· Hauptschule

Junior high school

· Realschule


Secondary modern school

· Gymnasium

Grammar school

· Gesamtschule

Comprehensive school

Public schools in the English sense and private schools are not so prevalent in Germany, and carry a slightly negative image of being "crammers" for children unable or unwilling to cope in the state schools and whose parents are able to pay the hefty fees.

Further education follows at technical colleges or universities.  The system of "doing an apprenticeship" is the norm in nearly every trade or profession and is more often than not coupled with vocational schooling (Duale Ausbildung) in a Berufsschule.  A very detailed, but no longer quite up-to-date report on schooling in Germany can be found at:

www.eurydice.org/ressources/eurydice/eurybase/pdf/0_integral/DE_EN.pdf
Religion

[image: image9.bmp]
There is no state church in the Federal Republic of Germany and the Roman Catholic and the Protestant Churches make up approximately a third of the population each, though the number of people actually attending church is dwindling rapidly.  The Free churches and the Greek Orthodox Church as well as the Jewish communities are also represented amongst others.  There are an increasing number of Muslims living in Germany, particularly amongst those migrants originating from Turkey.
Healthcare

On the whole German patients are spoilt compared with their British counterparts needing to see a doctor or have an operation.  With some exceptions waiting times are short and the standard of medical care is good.
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The German healthcare system is decentralised, with central government having very little executive responsibility for the provision of healthcare.  Federal and State (“Land”) governments are responsible for the maintenance of the public healthcare system.  Roughly 90% of the population are insured with one of the over 200 Statutory Health Insurance (SHI) or public sickness funds.  The SHI also insures 6 million Germans who have additional private health insurance.  Around 8% of the population are privately insured.

Depending on which Health Insurance company they are members of, Germans pay between 12.5% and 16% of their gross earnings towards insurance coverage.  For private insurance payments are higher, and vary considerably depending on the benefits on offer.  On top of the above, every patient has to pay €10 to the first doctor they visit in each quarter.  This is a government initiative to try and reduce the number of people using medical services unnecessarily.  The government has also reduced the number of medications that a doctor can prescribe, unless the patient or their Health Insurance is prepared to pay the full cost.  Otherwise patients pay a percentage of the retail price of each medication up to a maximum of €10.

All insured persons are issued with plastic identity cards which enables the doctor or hospital to read off basic information about the patient.   Further information on the German healthcare system can be found in English on the website of the Federal Ministry of Health: www.bmg.bund.de
Food and eating out
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If your appointment with a German businessman happens to be around midday, he may suggest continuing your discussion over a meal. He will know where to go and depending on the circumstances you should at least offer to pay. It is unlikely you will be invited out to an evening meal or be taken to your hosts' home, but this may happen later if the business relationship is long term.

Various regions have their specialities, such as the knuckle of port pictured on the previous page, and you should ask the waiter what is typical. But be warned, portions can be quite substantial.
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Germany has a wide range of beers and wines, many of them brewed or grown locally, and you should take the opportunity to try them out.

The Germans are proud of their Purity Law (Reinheitsgebot) for beer brewed in Germany. But exceptionally (see the chapter on regulations) foreign brewers selling into Germany do not have to abide by this law.

In most pubs and in some restaurants it is the custom that the drinks you have been served with will be noted by the waiter or waitress making ticks on a beer mat at your table.

5. Do German work practices differ from the UK in terms of working hours?

Productivity and working hours
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Productivity in Germany is very similar to the UK, although at one time it was definitely higher, and for several years the German unions felt safe in propagating the 35 hour working week.  But in the face of the threat of massive job cuts during a period when the strength of the German economy waned, a 37 - 38 hour week became the norm in industry, and anything up to 40 hours, and sometimes over, for office workers.  Factory and building workers start between 06:30 to 07:30 hours, office workers between 08:00 and 09:00.

Wages

Wages are comparable to the UK, though this will depend on the profession and / or the position within a company or organisation.  As yet there is no minimum wage, a controversial issue supported by the unions, but not by the employers' federation, nor by the majority of the members of the Federal Government.

Retail opening times 
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Retail opening times vary considerably depending on locality.  Non-food shops generally open between 09:00 and 10:00 and close between 18:00 and 20:00.  Department stores usually stay open longer than other retailers, and there is a trend for supermarkets to be open between 07:00 and 22:00 Monday to Saturday.  The only shops that open on Sundays are bakers and those attached to petrol stations.

Trade Unions

Most of the major industries and professions, e.g. metal working, engineering, chemicals, building, transport, hospitals, etc. have unions who together with the employers unions work out a tariff covering wages and working hours, usually applicable to the whole country, but not necessarily.
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The Confederation of German Trade Unions (DGB - Deutscher Gewerkschaftsbund) is the umbrella organisation for trade unions in Germany with eight member unions.  Further information can be found under http://www.dgb.de/sprachen/englisch/dgb.htm
Religious and other holidays
Germans have on average six weeks’ holiday plus a number of bank holidays and religious holidays celebrated throughout Germany.  For 2010 these are:
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New Year's Day:


1st January

Good Friday:



21st March

Easter Monday:


24th March

Labour Day



1st May

Ascension Day (varies):

1st May

Whit Monday (varies):

12th May

Day of German Unification:
3rd October

Christmas Day:


25th December

Boxing Day:



26th December

Further regional religious holidays in the individual States:

Twelfth Day:

6th January

Baden-Württemberg, Bavaria and Saxony-Anhalt

Corpus Christi:
22nd May (date varies)

Baden-Württemberg, Bavaria, Hesse, North Rhine-Westphalia, Rhineland-Palatinate, Saarland as well as in Saxony and Thuringia in communities in which the majority of the population is Catholic

Assumption of the Virgin Mary:
15th August

Bavaria (in communities in which the majority of the population is Catholic) and Saarland

Reformation Day:
31st October

Brandenburg, Mecklenburg-Vorpommerania, Saxony-Anhalt as well as in Saxony and Thuringia

All Saints' Day:
1st November

Baden-Württemberg, Bavaria, North Rhine-Westphalia, Rhineland-Palatinate, Saarland

Day of Penance:
19th November

Saxony
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In the early part of the year Carnival is taken very seriously in some parts of Germany, and although employers are under no legal obligation to allow their employees to have time off or in lieu, more often than not they do. Therefore unless you want to join in the festivities, it is best to check in advance and perhaps chose another time to undertake your visit. A prime example of a festival period is "Rosenmontag" (Rose Monday which takes place 48 days before Easter Sunday) and where in the cities of Cologne, Düsseldorf, Mainz and surrounding towns carnival processions take place over a long weekend. In southern Germany Karneval is known as Fasching. Munich not only celebrates Fasching, but also their famous Beer Festival which takes place over two weeks in September. The simple title "Oktoberfest", hides the fact that it is in fact now held in September.

6. Is it important to speak German in order to do business in Germany?

Must I speak German?

Not everybody has the ability or the time, so what are your chances of doing business in Germany only speaking English?

There is no straightforward "yes" or "no" answer to this question, as it depends on a number of factors. If you are dealing with someone from middle management upwards, the chances are they will speak very good English or certainly enough for a general conversation. If the company is an international company or used to dealing with overseas customers or suppliers, your chances will also be good. Those Germans who are confident of their language ability usually welcome the opportunity to practice their skills on you.

Not everybody speaks English

On the other hand when talking to regional distributors, technicians and engineers or people at shop floor level, you may find these people have skills, but not necessarily those which include languages.  Junior government or municipal officials are also less likely to speak English and the same applies to people from what used to be known as East Germany above the age of about 40, as Russian was their first foreign language.

"Denglisch"

Unlike France where traditionalists go to great lengths to forbid the use of any anglicisms, the English language has steadily permeated everyday German, and politicians, dignitaries, scientists and schoolboys talking about computer games take great delight in using English words to replace perfectly good German terms.

Trade literature

However, no matter how well a German businessman understands English, when it comes to technical details, trade literature or even more important, signing a contract, they will want to discuss it and see it in German.  If you can check beforehand whether the person you will be meeting understands English, and if not, take along an interpreter, it may well be worth the extra cost as it can make the difference between obtaining or losing a contract.

Umlauts

At some stage you will notice that many words have what are called Umlauts (ä, ö and ü) in them. Even if you cannot quite master the pronunciation, in written form, particularly if the option should not be available on your keyboard, you can get round it by placing an e after the letter, i.e. ä = ae, ö = oe and ü = ue.

Show commitment

Above all show commitment by following up any leads that come your way, and do not overlook the fact that Germany is a buyers' market.  In other words, in most cases the Germans will not come to you, but rather expect you to go to them.  Unless it is quite clear and for obvious reasons that business will not be forthcoming, do not take 'no' for an answer.  Keep going back at regular intervals to remind people you are committed to doing business.  Germany is not the world's third best exporting country without reason, and Germans will quickly see and evaluate how professional, or not, your sales operation is.

7. Germany has a reputation for being over regulated.  True or false?
True

The answer to this question is - yes it is true. However there are advantages as well as disadvantages in this state of affairs.

Advantages

The advantages are, if you want to sell a product or service in Germany you can usually find a law, directive, regulation or norm which covers it. In other words you know exactly where you are and can manufacture the product or offer the service to meet local requirements. In this day and age a search on the Internet will usually provide the answer, though admittedly not always in the English language.

German industry and businesses are also well organised through Chambers of Commerce (unlike in the UK membership is obligatory) and Trade Associations. Other regulatory bodies exist for banking, insurance, the building industry, drugs and medical equipment, etc.
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Disadvantages

The disadvantages include what on occasions would appear to be a certain amount of protectionism. Do not therefore assume that because you are selling your electrical equipment, toys, paints, vehicle accessories, etc. in the UK and other EU countries, you can automatically sell in Germany.  Products already tested in the UK to meet safety standards often need to be tested again in Germany, a process which can be both expensive and time consuming. Although re-testing is not necessarily mandatory, you will stand little chance against your German competitors without the blessing of a German testing institute such as TÜV.  Further details can be found at http://www.tuv.com/de/en/index.html.

On the whole, although they at times complain about it, Germans accept a regulated way of life as they feel it provides a framework of security.

Postal codes

The German postal code system, which is based on a five-digit code dividing Germany up into 10 different areas, is a great help when planning an itinerary.  This means, for example, if you have a company on your list in Brühl with the postal code 50321, you know it is in area 5 and is somewhere near Cologne (see postal code map on page 30 of this report).

Car registration numbers

Car registration numbers generally let you know in which city or municipality the car has been registered and where the owner lives, though sometimes the letters chosen are not obvious.  F for Frankfurt is straightforward, but HH for Hamburg is not quite so clear.[image: image19.jpg]



8. Are there significant regional differences in Germany? Should marketing strategies be adapted accordingly?
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Is Germany regional and should marketing be adapted accordingly?

The answer is yes and yes. Although it may depend to some extent on the product or service, companies planning to enter the German market may need at least two agents, one for the north and one for the south, or perhaps several regional distributors.

North South mentality divide?
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Yes, it is fair to say that to some extent the mentality does vary from region to region, and it has not only to do with the type of German spoken. That is why it is best to have, for example, a Bavarian operating on your behalf in Munich and someone from northern Germany in Hamburg. People from the so-called New States, i.e. what used to be the German Democratic Republic or East Germany have their own history to contend with. Despite the reunification, the tendency of some "West" Germans to treat the "Ossies" (Easteners) as poor cousins causes offence.  Here again a "local" to represent you might work out better.
9. Where can I obtain further support for trading with Germany?
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The British Government UK Trade & Investment website also provides valuable information on Germany and many other countries.

www.uktradeinvest.gov.uk
www.ukti.gov.uk
To go direct to information on Germany click on to: https://www.uktradeinvest.gov.uk/ukti/appmanager/ukti/countries?_nfls=false&_nfpb=true&_pageLabel=CountryType1&navigationPageId=/germany
Trade Fairs

For businessmen needing information on trade fairs held in Germany, the website of the Association of German Trade Fair Organisers (AUMA), www.auma.de, is very comprehensive and includes a search function by industry sector, and is also in the English language. Visiting or exhibiting at a trade fair in Germany is the best way to see who your competitors are and what is on the market, not only in Germany, but world wide.

Newspapers
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78% of the population of Germany or around 50 million people read a daily newspaper on a regular basis. If your German is up to it you should join them, as reading a German newspaper is a good way of keeping abreast of what is going on in the country. The most widely read daily tabloid is the "BILD" with 4 million copies, followed by newspapers such as "die Tageszeitung (TAZ)", "die Welt", "Frankfurter Allgemeine Zeitung (FAZ)", "Frankfurter Rundschau", "Süddeutsche Zeitung" and "Handelsblatt". The most popular weekly journals include "Die Zeit", "Stern" and "Spiegel".

It is important to bear in mind that, as in many other aspects, Germany is decentralised, and that includes the press. If you want to know what is going on in a particular city or area, or if you want to advertise for a new employee, other than for a top manager, then your best bet is to obtain a copy of a regional newspaper such as the "Kölner Rundschau" for Cologne or the "Berliner Zeitung" for Berlin.
Trade Journals

The specialist trade press provides an ideal medium to find out what is on the market, but also advertise and promote new products and services.  There are over 3,600 trade magazines in Germany reporting on every conceivable product sector.  Some of the leading journals have a readership of over 50,000 both within Germany and abroad.

11. Culture Workshops – September 2010 

Presentation One: http://www.rln-east.com/documents/brit-presentation-sept-2010.pptx

Presentation Two: http://www.rln-east.com/documents/RvS-German-Presentation.pdf
12. Useful Links 
Statistics

Statistic data about the German economy (sometimes by region):

http:/de.statista.com/statistik/daten/studie/5742/umfrage/nettoeinkommen-und-verfuegbares-nettoeinkommen
www.destatis.de/jetspeed/portal/

Key figures on European business with a special feature on the recession:

www.eds-destatis.de/downloads/publ/KS-ET-10-001-EN-N.pdf
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