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PREAMBLE

This document is a national addendum to the global ELIS 2024 report.

It is based on the 17 ELIS 2024 responses submitted by German language service companies and
focuses on topics that show significant differences between the German answers and the global
results.

71% of the German answers were provided by owners and general managers, which gives this
national analysis a sufficiently solid basis for comparison with the global results.

EXECUTIVE SUMMARY

2023 was not a good year for German language companies, marked by a loss of revenue and
widespread staff reductions.

Nevertheless, the German participants show hope for the future. Investment and profitability scores
are higher than average, and expectations aim for a marked improvement in 2024. At the same time,
respondents have seen the number of language companies go down in 2023 and expect this trend to
continue in 2024.

Profitability remains at a reasonable, though lower than global average level. Gross margins seem to
have increased compared to previous year.

The German language industry is an active M&A market, with only two out of 10 participants
indicating that they are not thinking about it.

Business originates mainly from local clients or clients from neighbouring countries, primarily in
manufacturing or healthcare, and consists mainly of traditional human translation and localisation,
with a lower than average percentage of post-editing.

Looking at the reported staff structure and performance indicator practices, sales and vendor
management seem to be less well developed, although both sales and talent recruitment are flagged
as major challenges.

German participants report a comparable or higher than average level of technology implementation
and usage, except for machine translation and automated quality assurance.

All participants consider the German language industry as a good place to work, but this comes with
two caveats.

First, 71% of the respondents are company owners or general managers, which creates a clear bias.
Second, female participants consistently give lower marks, except for staying in the company and the
industry, which suggests the existence of a higher than average gender pay and opportunity gap.

Overall, the German sub-set of ELIS 2024 describes an industry that is struggling but remains
resilient. At the same time, it identifies specific weaknesses that language companies may have to
address to secure future success.
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INDUSTRY STRUCTURE

The answers from the German LSC segment show a much stronger than average dominance of the
lower middle-sized segments between 1 and 10 million euro (65% compared to 43% globally). There
were no answers from language companies with a revenue below 250K € or above 100M €.

Note that in the graph below, 6% corresponds to one single answer.

Size segments
100%
9%
80%

70%

12%

Germany

Global

=>500M €
W 250M - 500M €

| 100M

SOM €
| 50M - 100M €
W25M-50M €
®10M-25M €
5M - 10M €
BIM-5M€
500K - 1M €
100K - 250K €

m< 100K €

Figure 1 - Size categories

The table below shows the revenue vs staff size distribution.

Figure 2 - Staff size vs revenue

250K - 500K € | 500K - 1M € 1M-5M€ 5M - 10M € 10M - 25M € | 50M - 100M €
lto5 1 1
6to 10 2 2 4
11to 25 5 5
26 to 50 1 1
51 to 100 2 1 3
101 to 500 1 1 1 3
1 2 7 4 2 1

12 participants made an attempt to estimate the total number of language service companies in
Germany, ranging from an unrealistic 15 to an equally unrealistic 5,000. The mathematical average is

909, the (more reliable) median is 450.

Gender landscape

The German 2024 sample shows an atypical gender landscape, with a 65% male participation,
compared to the global 45%.

ELIS 2024 — Germany - all rights reserved
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Certification and affiliation

Germany

Global

1SO 13485 (Medical devices)

3%

1SO 13611 (Community interpreting)

1%

I1SO 17100 (Translation services)

71%

61%

ISO 18587 (Post-editing services)

29%

22%

ISO 18841 (Interpreting services)

4%

1SO 20228 (Legal interpreting)

0%

ISO 20771 (Legal translation)

2%

ISO 27001 (Information security)

29%

18%

I1SO 9001 (Quality management)

59%

47%

Other

6%

6%

Figure 3 - Certification

ELIS 2024 — Germany - all rights reserved

The German language company participants
report a higher than average certification level.

Certification is however mainly limited to the
more generic categories.

Interpreting- or domain-related certifications
are not mentioned.

Note that 6% represents one single answer.
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UNHAPPY, BUT NOT DESPERATE

2023 performance With only two out of 17 participants

0% s0% reporting an increase of revenue in 2023,
. 38% 5 % .

0% 2%, - e 0 II and 7 reporting a decrease or strong
20% ? 9% .

O | | oL n_ I I I“’ 1] decrease, Germany shows one of the
20% % Im% e an I—s% poorest 2023 revenue performances of
_a0% -11% 25% 5 .

- e all countries. It scores lower than all
° 53% . .
& E S & other major European markets with the
& & » o @ <& 2 A o~ . . .
& & W& T S exception of Spain (cf. Figure 5 -
c & Comparison with markets of interest).
W Germany M Global

Figure 4 - 2023 performance

The revenue loss is felt in virtually all size segments, and is particularly visible in the low-tech
translation services (non-MT supported human translation and creative translation).

The few participants that reported an increase in revenue attributed this increase to the higher-tech
services such as localisation, post-editing and video.

Although the responses paint a mixed picture of the local market evolution (7 participants report a
decrease but 5 an increase), the very high dependency on domestic business (see Business origin)
suggests that the local market situation probably contributed to the strong revenue loss. This would
also be confirmed by the fact that 9 out of 17 participants estimate that the number of German
language companies has decreased in 2023.

Contrary to the revenue score, the 2023 profitability score is higher than the global average, but its
origin is unclear: individual answers do not show a clear link with the decrease in staff size that is
reported by 7 participants, nor with the sales price increases mentioned by 8 of them.

Global market Local market Active local LSCs Revenue Profitability Investments Staff size Sales rates Buy rates Recruitment effort
Austria 25% 0% 25% -13% -50% 38% -25% 0% 0% 13%
Czechia 20% 0% -10% 10% 0% 0% -30% 10% 50% 20%
France 27% 13% -20% 47% 13% 13% 20% 0% 13% 40%
Germany 29% -12% -53% -24% 12% 29% -29% 35% 18% 47%
Hungary -36% -27% -18% -18% -36% -9% -27% 27% 73% 36%
Italy 24% -32% -20% -12% -20% 8% 8% -32% 20% 36%
Poland 55% 45% 36% 55% 18% 36% -9% 18% 73% 45%
Slovakia -25% -50% -25% 0% 0% 25% 0% 0% 0% 0%
Spain 29% -12% -18% -35% 6% 6% -18% -18% 0% 47%
United Kingdom 38% 33% 0% 8% 29% 42% 8% 33% 25% 50%

Figure 5 - Comparison with markets of interest

2024 expectations Worse than average results in 2023 usually
TR % so% w% | translate into worse than average expectations
20% ' 15% aam | 0% 6% 33%
’ 18% | ) ’ 20% a% for 2024.
S il sl
0% I l - I H mm L. .
0% i % This is not entirely the case for Germany. 7
o 21% .. .
- - Participants expect (or hope) that revenue will
&&@ &q}@ & & & & & & ﬁ* & increase again in 2024 fueled by both global and
o @ Q<~ > 2 & x .
& & ¢ & T e local market growth. Only 2 expect it to dro
& & &
S
® <« even further.
W Germany MGlobal

Figure 6 - 2024 expectations

At the same time though, German language companies expect a further decrease in the number of
local LSCs as well as a continued, though smaller, staff downsizing.

ELIS 2024 — Germany - all rights reserved Page 5 of 15



EBTpA | GTOSs margin | Gross margin Despite gross margins— both for translation and
translation interpreting interpreting — that are comparable with the
Germany 11% 42% 4% gl(;)zbzal axergge (and tlhat are higher thayn in
the Germany language companies report
Global 18% 39% 22% ) Y suas P P

a significantly lower than average net profit

Figure 7 - Margins level (which is in line with the 2022 level).

The reported per word prices vary widely between 0.11 and 0.23 €, with an average (and median) of
0.17 €.

Investment sentiment

Empty = no a‘nswers
Sentiment > 0,5 = Green. Sentiment < 0 = Red. Other = Yellow. Number of total responses below threshold = Grey.

Owner answers| Investment Disinvestment 2018 2019 2020 2021 2022 2023 2024

Austria 6 5 2 0.67 1.30 0.70 0.30 0.89 1.50 0.50
Czech Republic 3 2 0 1.40 1.20 0.50 1.00 1.33 1.00 0.67
Germany 12 15 2 0.80 0.89 1.60 0.40 0.88 0.75 1.08
Hungary 9 9 2 1.00 0.88 0.70 0.00 0.67 0.62 0.78
Italy 19 17 6 0.91 0.76 1.30 1.00 0.47 0.29 0.58
Slovak Republic 3 2 0 0.60 0.67 1.00 1.00 1.00 1.75 0.67
Switzerland 2 1 0 2.00 2.00 0.00 2.00 0.60 0.50
0.94 0.95 0.95 0.65 0.84 0.97 0.61

Figure 8 - Investment sentiment

With a mood score of 1.08 based on the answers of 12 owners/general managers, the German
investment sentiment is second highest since 2018. It is also considerably higher than the global
average and the scores of neighbouring countries.

Note that this investment sentiment is based on strategic investment or disinvestment plans such as
opening new offices, acquiring other companies, starting new activities, or selling the company.

The M&A stance data reflect an active M&A climate in the German language industry, with only two
out of 10 participants answering that they do not have M&A plans.

The high mood score however is not directly visible in the M&A data. This, together with the high
investment score in the 2023 performance and 2024 expectations, suggests that it is mainly based on
strategic investments other than traditional M&A.

M&A stance

m Interested in selling

= Looking for companies to acquire
Not thinking about it

® Gone through M&A unsuccessfully

= Gone through M&A successfully

In M&A process

Figure 9 - M&A stance
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TRENDS AND CHALLENGES

Language industry trends

-50% -40% -30% -20% -10% 0% 10% 20% 30% 40%
Il 6%
-18% (I
6%
129
I 12%
-24% I
-6% NN 12%

Al a1y I R 35%

Specialisation
Economy, politics
Client awareness

Resource availability
Solutions
Price pressure

MT

-50% -40% -30% -20% -10% 0% 10% 20%  30% 40%

M Germany Negative M Germany Positive

50%

50%

In the free text trend answers German
participants express the same level of negative
feelings with regards to Al as their global
colleagues. They do however also identify it as a
significant positive trend, which is much less the
case elsewhere.

The focus moved away from machine
translation as a negative trend, although the
fear for Al is often expressed in a more generic

way that covers any technology that reduces the

Figure 10 - Language industry trends

role of the human professional in the language
process, i.e. also MT.

Price pressure, resource availability and the impact of global economic and political developments
appear more prominently among the German negative trends than in the global data set, though this
can also be a side-effect of the smaller data set (6% represents one answer in the German set).

The German LSC answers show some
significant differences in the challenge
ranking compared with the global results.

Sales, talent recruitment, unrealistic
expectations and time pressure score
considerably higher while technology, new
services and financial control are considered
much less of a challenge.

Contrary to talent recruitment, German
participants do not see talent retention as
an issue.

ELIS 2024 — Germany - all rights reserved
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Figure 11 - Challenges
Page 7 of 15




BUSINESS AND OPERATIONS

Business origin

Geographic origin

m 1%

Other o jo/

1%

Asia ™50,
i . 3%

Americas 12%

Other European countries = 4gé/n

.. mm 3%
Other EU countries 14%

—— ] 3%
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originating from elsewhere.

National

51%
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W Germany M Global

70%
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Figure 12 - Geographic origin of business

Activities

Technical writing '_15‘:}%

Language 1echnology e’ 3%

Quality evaluation s 4%
quage training [ 2%

Language raining ey 225

Interpreting 3% a%

Language data = 3%

MT SErvices st 6%
Voice & multimedia  —t",
Global marketing g %

— 5

Translation - Creative | — 7
%

Translation - Post-editing e LU 170

|
LOCRIISAION  — 5% %

average post-editing score.

global marketing.

Translation - Human 329

EGermany ®Global

Figure 13 - Activities

German respondents report an extremely high
focus on local business and neighbouring
countries, with only 12% of their business

The German activity mix shows a fairly average
though somewhat traditional picture of the
language company business, with more non-
MT human translation and significant less than

German participants report considerably more
than average business from localisation and

All other services are only marginally
0% represented, including voice and interpreting.

According to the ELIS data, German language companies expect growth to come mainly from tech-
enabled services such as localisation, MT services and post-editing, but also from voice and creative

translation.

Only two participants expect non-MT human translation to contribute to their future growth.

The German data show a significantly
different client sector mix, with
engineering (only 3™ in the global results)
as the dominant sector and healthcare a
solid second.

Legal and government business are much
less represented than elsewhere.

Healthcare is the top choice for growth
(41%), but finance (35%) is not far
behind.

ELIS 2024 — Germany - all rights reserved

Client sectors

— 5

Food, agriculture

Patents

Government

Fashion

Aerospace, defense

— 3%

Retail, other  m— 7%

Healthcare IR
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mGermany ®Global

Figure 14 - Client sectors
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14% of the German participants’ business has been subcontracted to them by other language
companies. This is considerably lower than the global average of 25%. Based on the respondents’
information, this is more likely to increase than to decrease in the future.

Outsourcing

German participants report a 70% outsourcing rate, which is significantly higher than the global 58%.
They outsource 70% directly to freelance resources, which is comparable to the 75% global average.

Performance indicators

Performance indicator monitoring Based on the ELIS results, gross margin and

’ revenue are the German LSCs’ prime focus,

Y e B Y which is in line with global practices. 71% of the
participants monitor these indicators on a

s s, | s 1, regular basis.

R Client satisfaction and general expenses are also
monitored regularly by more than half of the
respondents.

The limited focus on vendor relations (only 4
participants mentioned this indicator) may
become an issue in a market where talent recruitment is a challenge.

Figure 15 - Performance indicators

For reference: the global ELIS 2024 data show different levels of correlation between individual
performance indicators and 2023 revenue performance. Whether these correlations are structural
will be verified in the next ELIS edition. None of the strong correlation indicators, highlighted in green
in the table below (high focus combined with Revenue Increase score and/or low focus combined
with Revenue Decrease score) are monitored regularly by a majority of the German respondents.

Strong increase Increase No change Decrease Strong decrease
Client satisfaction 67% 64% 53% 62% 69%
Employee satisfaction 58% 38% A40% 32% 46%
ESG (Environmental, social and governance) 8% 9% 13% 7% 8%
General expenses 50% 36% 53% 43% 62%
Gross margin 75% 61% 67% 66% 77%
Marketing performance 33% 19% 23% 24% 31%
Repeat business 58% 28% 26% 29% 31%
Revenue 67% 57% 59% 68% 69%
Sales performance 50% 38% 46% 34% 38%
Vendor relations 42% 38% 29% 20% 31%

Figure 16 - Performance indicator vs 2023 revenue correlation
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DEALING WITH TECHNOLOGY

Implementation and usage

In Figure 17, the percentages refer to the Technology implementation and use
actual use of technology. 100%
90%
. 80%
German language companies report a 70%
. . . . 60%
fairly typical implementation and usage so%
rate for the various types of technology. o

20%

The data show a stronger use of 10
terminology and translation management ”
but a slightly lower use of machine
translation (although all participants rate
MT output quality as average or high).

N Use Germany HEEM Use Global ====|mplementation Germany =====|mplementation global

Figure 17 - Technology implementation and use

The actual use of automated quality assurance is lower than the global average, although German
participants consider quality management as a stronger challenge than their colleagues elsewhere
(see Figure 11). On the other hand, companies who have implemented the technology are also using
it fully, which is often not the case for other technologies (ex. machine translation, with an
implementation rate of over 80% but only 35% actual usage).

Al usage is still virtually non-existent in German LSC language operations, although almost one in

three participants have implemented it.

Workflow

Despite the considerably higher than average usage of translation management systems (81% vs
global 77%), the use of automated workflows is comparable to global averages (27% vs global 31%
for receiving business, 54% vs global 48% for outsourcing to language resources).

This indicates that translation management systems are primarily used for administrative, scheduling

and monitoring purposes rather than to drive the actual production process.

Preferred tools
Based on the ELIS 2024 data, German language companies use roughly the same tool set as their
global colleagues.

The only meaningful differences are the fragmented TMS landscape, with no clear category leader,
and the - expected - stronger dominance of DeepL in the MT category (2 participants mentioned
LLMs as an alternative to standard MT).
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Al

Based on the ELIS 2024 data, Al is not yet on the German participants’ operational agenda, but they

are certainly thinking about it.

Impact of Al

0%

No direct impact m 3%

. - I
Major threat to business as a whole 24%

Limited impact

Threat to specific services

I 30%

I 350
I 32%

I 35%
I 399

71%

Opportunity

0% 10% 20% 30%

W Germany M Global

54%

40% 50% 6©0% 70% 80%

Figure 18 - Impact of Al

Al in language tasks

= QA

= Content creation

u Alternative for MT

m Terminology extraction
= Other

= MTQE

m SEQ

Figure 19 - Al in language tasks

ELIS 2024 — Germany - all rights reserved

Only one in four participants considers Al as a
threat to their business as a whole, but they do
recognize that it creates a challenge for specific
services.

At the same time however, a higher than
average number of respondents state that it
would create opportunities for new services or
increased efficiencies.

This is also visible in the type of usage (in the
language process) that participants mention,
with quality assurance and ontent creation
slightly more popular than actual translation or
terminology extraction. Note that only 4
participants answered this question.
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WORKING IN THE GERMAN LANGUAGE INDUSTRY

Staff structure and recruitment plans

Staff structure Based on the ELIS results, German language
companies have a leaner, more operational
structure than the average global LSC, with
lower percentages for general management
and support functions such as finance, HR and
legal.

Project management is much more strongly
represented and also language production
positions are more prominently present.

Some areas that can make the difference in
times of increased competition and limited

I | talent availability are however under-
Figure 20 - Staff structure represented. This is the case for sales and
vendor management, but also for quality
management.

Dedicated management for individual functional areas is reported only from the 1 — 5 M€ size
segment upward, with Finance typically getting priority, followed by Sales and Marketing. These
three also score high in the global analysis, but the top two of the global results — Language and
Vendor management — score lower in the German sub-set. Given the smaller sample though, this
comparison needs to be considered with caution. Also, given the low percentage of supporting
functions in the reported German staff structure, the dedicated manager may be the only member
of their functional area.

Only half of the participants indicate that they have recruitment plans for 2024, which is in line with
the still negative expectations of staff size evolution.

Respondents typically intend to recruit in the traditional project management roles (24%) but also
in language data/Al and sales functions (both 18%), which may indicate that some company owners
are recognising these roles as weak spots in their structure.

Vendor management remains undervalued, with only one participant indicating plans to recruit in
that area.
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Skill gaps

Skills to improve

Cultural awareness  —— 18%
Source language skills  ——————— 237%
Translation competence 34%
Professional ethics  — 17907
Information Managemen!  ——————————— 330

Targetlanguage skills E  — ——— 3605

Interpersonal skills  E——T7%

Project management 24%
Industry knowledge 50%55%
Digital literacy 38%
Translation technology 64%

0% 10% 20% 30% 40% 50% 60% 70%

HGermany M Global

73%
73%

80%

Figure 21 - Skills to be improved

Training and internships

German language company participants agree
with their foreign colleagues that translation
technology remains an area of concern for
new Master graduates, but flag also the
generic digital literacy as an area that needs
improvement.

The results show higher than average levels
of satisfaction with sheer translation
competence and the ability to acquire and
process information.

Training methods
90% 77%
80%  71% 71% 71%
709 599% 59%
paress 54% 51% i
S0% 21%
209% -
200 22%
209
10% l 5% 3%
0% -
<& & & o & &
& S
S & & & & ¢
0(\ ‘\\@ \\-\@ & K
> $ & C’& &
o < & S €
& < & R
2
& &
! &
¥ ©
B Germany M Global

Training areas

Resource management . 20

65%
65%
Procedures and processes 65% 75%
Technologies Z6K o
0% 1% 20%  30%  A0%  SO0%  60%  70%  BO%  90%

B

Sales

Soft skills R

D I — 7%

T I — 25

mGermany W Global

Figure 22 - Training methods

Figure 23 - Training areas

The German participants agree with their global colleagues with regards to the top ranking training

areas.

They do tend however to pay more than average attention to engineering, sales skills and language
industry knowledge. Resource management, again, is lagging behind.

Compared to the global average, German language companies are more in favour of international
interns, with 7 out of 15 participants accepting them. 4 accept only national interns and 4 do not
offer internships at all, typically due to a lack of time and support capacity.

ELIS 2024 — Germany - all rights reserved
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Employee satisfaction

Remote working German language companies confirm the global
P — tendency to work in a hybrid regime, but with
6% an even stronger tendency to return to the
oo a3% office.
40%
20% 29% 275 The data suggest that this tendency is the same
20% . 15% » . in all parts of the country, although the number
12: = | 0% - of answers from each Land is too small to draw
’ Mostly fromthe  Mostly from  Always from the My homeismy  Always from reliable conclusions.
office home office office home
M Germany M Global

Figure 24 - Remote working

While average German scores for employee Employee satisfaction
satisfaction are in line with, and generally slightly 100

more positive than the global results, the data o

9.3
8.6 8.2 8.4
L L . s 68 ¢3 s

show a distinctly weaker position for women in 22 :
work-life balance and career opportunities. This 50
does not prevent female participants to give higher ;‘g
‘stickiness’ scores than their male colleagues. 20

1.0

0.0

The higher than average ‘stickiness’ scores are

) Work life Salary level Career Chance to stay Chance to stay in
confirmed by the lower than average staff turnover balance opportunities  with company  industry
rate of 7% compared to the 15% global average. mGermany mGlobal
Only two participants answered the question Figure 25 - Employee satisfaction

regarding the gender pay gap, making this
information (which suggested a higher than
average gap) statistically unreliable.
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