
   

 

 

 

 

 

 

 

Germany, being one of the strongest economies worldwide, is 

attractive for any business. Companies seeking to pursue their 

own business interests here find it wise to establish a company. 

The most common legal forms for companies in Germany are 

the following:  

Limited Liability Company (Gesellschaft mit beschränkter Haftung, 

GmbH)  

The GmbH is the most widespread company form and a legal entity 

in its own right. Its shareholders are not personally responsible for 

the company’s debts.  

One single individual is sufficient to set up a GmbH and to be its 

shareholder. The required share capital must total a minimum of 

25,000 Euros at the time of the establishment of the company for 

liability reasons. A notarial agreement must be drawn up between the 

shareholder(s) and the company being set up.  

The company comes legally into existence once it is listed in the 

Commercial Register (Handelsregister). The Registration 

requirement is that at least half of the minimum share capital is paid 

into the company account. The name of the GmbH must derive either 

from the purpose of the enterprise or the names of the 

shareholder(s), and must contain the abbreviation "GmbH”. 

The GmbH must appoint at least one managing director 

(Geschäftsführer), who is entitled to represent the company judicially 

and non-judicially. He may also be a partner of the company. Shares 

in a GmbH are not embodied in a certificate and cannot be quoted on 

stock exchanges. However, they may be transferred through notarial 

documents.  

 

Joint-Stock Company (Aktiengesellschaft, AG)  

A Joint-Stock Company (AG) can be founded by a single individual who may also be 

the only stockholder of the company. A stock capital of at least € 50,000 is required, 

consisting either of par value shares with a minimum value of 1 Euro per share or of 

no-par value shares. Articles of association, authenticated by a notary, are required 

to set up an AG.  
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The company becomes legally existent as an AG as soon as it is listed in the 

Commercial Register. The name of the AG is usually taken from the purpose of the 

enterprise and contains the words "Aktiengesellschaft" or a common abbreviation of it 

(e.g. “AG”). 

An AG must have a board of directors (Vorstand) empowered to decide all matters 

relating to the operation and the management of the business. The board of directors 

is appointed by and responsible to the supervisory board (Aufsichtsrat). The 

stockholders of an AG exercise their powers regarding the management of the 

company at regularly scheduled general meetings (Hauptversammlungen). 

 

General Partnership (Offene Handelsgesellschaft, OHG)  

A general partnership (OHG) must have at least two partners. In contrast to the 

GmbH and AG, each partner in an OHG has unlimited liability. Every partner is 

legally obliged to participate actively in every business operation unless otherwise 

specified in the articles of partnership (Gesellschaftsvertrag).  

The OHG can sue or be sued in a court of law. For internal matters decisions should 

be made unanimously, but articles of partnership usually allow decisions to be made 

by a simple majority of votes. 

 

Subsidiary (Tochtergesellschaft)  

A subsidiary is physically separated from the parent company. It is a distinct legal 

entity in its own right and is independent in terms of its own management, accounting 

system, balance sheet procedure and business assets. 

 

Branch Office (Zweigniederlassung)  

A Branch office is a dependent business branch, dependent in every business aspect 

on its head office, which also is in charge of its central administration.  

The distinction between a subsidiary and a branch office is important as it determines 

whether an entry must be made in the Commercial Register. The distinction is also 

relevant in determining the actual place of business in terms of German tax law. 

 

Small & Medium-sized Enterprises, SMEs (Mittelstand) 

Most of Germany’s business, in contrast to other industrialized nations, is conducted 

by the small and medium-sized companies of the so-called “Mittelstand”. In one of 

the Business Week's recent lists of the world's thousand biggest firms, 345 were  
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Japanese and 353 American. Only 30 of these biggest companies were German, 

which means that the Mittelstand is the engine of the German economy.  

These small and medium-sized firms are often family-owned with a dominant founder 

or manager. They have a benevolent attitude towards their employees, who, in turn, 

are exceptionally well-qualified and motivated. In the past, most of the business of 

these firms was conducted locally, where relationships with the clients were close. 

The market success was based on quality rather than on price.  

The concept of the Mittelstand dates back to medieval times and is connected with a 

long tradition of handicrafts. Today, it is one of the foundations of the middle class 

and for over a century has been one of the reasons why “Made in Germany” has 

been recognized as a hallmark of quality.  

Because of the lack of an official definition of the term “Mittelstand”, (the closest    

English translation would be the Middle Class or an SME) it is hard to demonstrate its 

importance statistically. A firm employing less than 500 persons and having an 

annual turnover of € 500 million or less is a widely accepted approach of a definition. 

What is true is that there are 3.3 million SMEs in Germany, they produce 57 percent 

of the gross national product, employ 70 percent of the work force and train 80 

percent of the apprentices. 

 

 

About Consultinghouse 

Whether you are incorporating a new business, planning to restructure your existing 

organization or looking into a possible new acquisition. Consultinghouse provides 

innovative solutions to address unique business challenges that support companies 

across various industries. Clients engage our advisory services to successfully 

manage their complete business lifecycle in a strong German economy. 

 

Customized services for corporations: 

 

 Strategy consulting 
 Market entry strategy 
 Business opportunity analysis & 

market research 
 Brand management 

 
 

 Interim executive management 
 Business incorporation  
 Accounting* services 
 Payroll services  
 On the spot services  
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