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Complaints about the burden of excessive govern-
ment regulations and lengthy bureaucratic proce-
dures are nothing new. In recent years, however,
these complaints have taken on a new quality: The
burden of bureaucracy is seen by business asso-
ciations and international organizations as the
most important obstacle to growth in Germany,
even ahead of taxes, social security contributions
and energy costs, which are high by international
standards.

Many companies are considering relocating parts
of their production abroad or shutting it down
completely because the bureaucratic hurdles in
Germany are too high. Due to these conditions,
many SME owners are considering giving up their
companies instead of passing them on to the next
generation. In a survey conducted by the DIHK

Figure 1: Effects of the burden of bureaucracy
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In the last two years, the bureaucratic burden in Germany has led to ...?
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(2023) of more than 5,800 companies on the eco-
nomic policy framework, “bureaucracy” was most
frequently cited as an investment risk in Germany.
In a survey conducted by KPMG (2024) of 350 Chief
Financial Officers of the largest German subsid-
iaries of international corporations, “excessive
bureaucracy” is also the biggest obstacle to invest-
ment in Germany, ahead of “high energy costs” and
“lack of digitization”. The Family Business Founda-
tion compiles a sub-index on the burden of regu-
lation in its country index.! In this index, Germany
fell from 15th to 17th place among 21 countries
from 2022 to 2024.

In a representative company survey in Septem-
ber 2024, the German Business Panel asked what
impact the bureaucratic burden in Germany has
had in the last two years.

additional staff or advice was used _
planned investment was not realized -
required employees were not hired _
foreign skilled workers were not hired _
product developments were suspended I
foreign business relationships were not entered into ]
projects were relocated abroad ]

existing employees were laid off I
0 10 20 30 40 50 60 70

Source: CRC TRR 266 (2024) GBP Monitor, p. 2-3, own illustration.

1 Source: Family Business Foundation (2025, p. 37). Five sub-indicators are summarized in this index: Labor market and collective bargaining law, foreign
trade, business formation, regulation in ongoing business operations and operational co-determination.
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The study shows that, according to the German
companies surveyed, the burden of bureaucracy
increases costs, prevents investment and innova-
tion and leads to new employees not being hired.

The German government declared bureaucracy
reduction to be a key objective in the coalition
agreement? and initiated measures to reduce
“excessive” bureaucracy with the Bureaucracy
Reduction Act IV and the Growth Initiative 2024.
However, according to the survey conducted by the
German Business Panel3, only 10% of companies
expect a substantial reduction in their bureaucracy,
while 69% expect the law to have little or no effect.

Digitalization and the use of artificial intelligence
offer enormous potential for the automation of
administrative processes. Here, too, Germany lags
far behind most other OECD countries. How dig-
italization can be driven forward in Germany is

an important topic that the Advisory Board has
addressed elsewhere (Wissenschaftlicher Beirat
beim BMWK 2021).4In the context of reducing
bureaucracy, however, one point is important here:
legislators should resist the temptation to further
expand controls and reporting obligations because
they supposedly cause lower costs due to digitaliza-
tion. A significant proportion of the cost of bureau-
cracy does not arise from filling out forms and
ticking off checklists, but from the laborious pro-
cess of deciding which answers to which questions

can be given with legal certainty. Digitalization will
not take this away from those affected. Digitali-
zation should be used to support the reduction of
excessive bureaucracy, not to keep the measured
bureaucratic costs constant or even to increase the
density of state control.

Bureaucracy refers to both government regulations
(laws, ordinances, regulations) and the implemen-
tation of these regulations by the administration.
The burden of bureaucracy has become a structural
problem for the German state and therefore also
for the German economy. At present, no long-term
and comprehensive strategy is discernible as to
how Germany intends to respond to this challenge.
How can a decisive reduction in bureaucracy be
achieved without jeopardizing our constitutional
principles? This requires a new concept of how

the state sets standards and acts - not just a list of
isolated measures that have dominated previous
bureaucracy reduction laws, such as shortening
retention periods or eliminating the need to fill out
registration forms in hotels. These measures can be
important to quickly reduce the burden of bureau-
cracy. However, they will not solve the problem in
the long term. Even if the federal government has
now abolished individual reporting obligations
and shortened approval procedures, bureaucratic
requirements will soon increase again in other
areas if nothing is done to change the causes of the
proliferation of bureaucracy.

2 Daring more progress, coalition agreement between the SPD, Alliance 90/The Greens and the FDP, p. 32, https://www.bundesregierung.de/resource/
blob/974430/1989762/9069d8019dabe546c2449dda2d838453/ 2021-12-08-koalitionsvertrag-data.pdf?download=1

3 Source: CRC TRR 266 (2024) GBP Monitor, p. 1.

4 In this context, the coordination of the institutions involved (federal, state, local and European Union) also plays an important role, particularly with
regard to the compatibility of IT systems and the permissibility of data exchange.


https://www.bundesregierung.de/resource/blob/974430/1989762/9069d8019dabe546c2449dda2d838453/ 2021-12-08-koalitionsvertrag-data.pdf?download=1
https://www.bundesregierung.de/resource/blob/974430/1989762/9069d8019dabe546c2449dda2d838453/ 2021-12-08-koalitionsvertrag-data.pdf?download=1

This report takes a longer-term perspective. To
this end, Chapter 2 will explain why the burden of
bureaucracy is increasing massively and increas-
ingly stifling individual initiative, entrepreneur-
ship and economic growth. The reasons for this
can be found both at the level of rulemaking and
rule implementation. Chapter 3 discusses levers for
reducing bureaucracy in legislation and chapter 4
in administration. Chapter 5 illustrates the poten-
tial of a joint approach to legislation and adminis-
tration. Chapter 6 summarizes the most important
policy implications in ten points.

The proposed reforms can make an important con-
tribution to restoring Germany’s appeal as a busi-
ness location. However, their benefits will mostly
not be realized in the short term. The next German
government should have the foresight to make this
issue a top priority and integrate it across all areas
of policy.

1. REASONS FOR THE EXPERT OPINION
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According to Max Weber (1922), “bureaucracy” is
characterized by rationality, efficiency and a clear
structure of responsibilities in the setting and
implementation of norms. In its ideal form, it is
characterized by rule-boundness, division of labour
and specialization, impersonality and a clear hier-
archy of superior and subordinate positions and
offices.

Weber emphasizes the numerous positive effects of
bureaucracy. It protects citizens from the arbitrar-
iness of state decision-makers, enables planning
and investment security and guarantees the rights
of the individual vis-a-vis the state. By securing
property rights and preventing corruption, it cre-
ates trust in government action, which is a pre-
requisite for private investment. In this respect,
Germany is doing very well internationally. At

the same time, however, a ramified and confusing
structure of sprawling regulations and complex
administrative procedures has developed, which
is increasingly burdening the economy. Some
authors describe this development as the transi-
tion from Weberian to Kafkaesque bureaucracy
(Gratton et al. 2021). The causes discussed below
are of central importance.

2.1 The democratic reaction trap

Technical progress, rising prosperity and changing
values and demands are increasing the need for
regulation. Voters and interest groups are demand-
ing additional regulations from the state. In order
to be elected, politicians in parliaments and gov-
ernments respond to these demands and react with
additional legislation and regulation.

2. CAUSES OF THE PROLIFERATION OF BUREAUCRACY 7

One example of the positive and problematic
aspects of this development is environmental pro-
tection. While there was hardly any environmental
protection legislation in the 1960s, today there is
an overwhelming volume of laws, regulations and
approval procedures. Adam et al. (2017) document
the increase in various areas of environmental pol-
icy and social policy in 23 OECD countries in the
years 1976 -2005. They find that the increase in
the number of regulations was largely independ-
ent of the ideological leanings of the governing
parties; instead, it correlated more with public
media attention to specific issues. When the public
focuses on environmental problems, regulations
are introduced regardless of which parties have the
majority in parliament and form the government.

In terms of data protection, health protection and
social security, society’s demands have also risen
sharply with increasing prosperity and additional
technical possibilities.

Many of the newly introduced regulations are well-
founded in themselves and often respond to the
legitimate needs of the population. Overall, the
increasing density of regulation has changed most
people’s lives for the better. Safety at work, in traf-
fic and in many other areas of life has improved
significantly, pollution of air, water and soil has
decreased considerably, and social security is now
much more comprehensive than it used to be. Most
citizens would not want to forego these advances.

However, the extent of regulation warrants scru-
tiny. An international comparison shows major
differences between various countries. Adam

et al. (2017) find that the higher the quality of a
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country’s administration according to the World
Bank’s quality indices, the lower the increase in
regulatory intensity. Even if different countries
have tended to react similarly to similar perceived
challenges, the intensity of regulation varies and
correlates negatively with the measured quality of
administration.

Democratically elected governments respond to
the regulatory wishes of their voters. In political
science, this is referred to as the “democratic
responsiveness trap” (Adam et al. 2019). The prob-
lem is that the various regulations influence each
other and, taken together, lead not only to a stead-
ily increasing number of regulations, but also to a
sharp increase in the complexity of administrative
action (Katz et al. 2020). The introduction of a new
measure interacts with existing regulations in a
variety of ways, resulting in numerous additional
legal rules. For example, the approval procedure for
the installation of a single wind turbine is so com-
plex due to the interaction of building regulations,
safety requirements, landscape protection, species
protection, traffic planning, public participation,
etc. that it fills many meters of files and, until
recently, took an average of seven years.>

2.2 Individual justice and absolute
protection claims

The complexity of the regulations often reflects the
desire to do justice to the individual circumstances.
The variety of circumstances seems to require a
variety of rules for many special cases. The problem
is exacerbated when the legislator seeks to regulate
previously unregulated areas and fails to account

for the interdependence with existing regulations.
If the legislator sees the interdependence and tries
to take it into account when drafting the new rules,
the complexity increases.

Calls for new regulation often arise when a per-
ceived injustice or undue burden occurs. The
demands for special or even individual regulations
often come from business and society. If politicians
follow suit, this seems legitimate at first glance but
is problematic if the costs for third parties or for
society as a whole are not taken into account.®

The judiciary is also influenced by this tendency
towards special regulations. Individual cases in
which there has been abuse or injustice can lead
to regulations being imposed on a large group of
addressees, which are associated with enormous
costs. For example, a trade union’s dispute with an
employer over unpaid overtime in Spain led to the
European Court of Justice’s ruling on time-track-
ing, according to which all European employers
will in future be obliged to introduce a time
recording system for all employees. For compa-
nies where rigid time recording is hardly feasible
or does not make sense for many employees, this is
associated with high costs that are hardly offset by
any benefits.

German constitutional law further amplifies the
potential for regulatory proliferation. Every court
and every administrative authority can interpret
every rule of ordinary law in the light of numerous
constitutional guarantees. Article 14 of the Basic
Law protects property. Art. 12 GG protects the pro-
fessional development of individuals and, via Art.
19 I1I GG, the pursuit of profit by companies. Other

5 Source: https://www.enbw.com/unternehmen/eco-journal/genehmigungsverfahren-windkraftanlage.html.

6  On the problem of distortions in norm-setting due to asymmetrical participation of different interest groups in public discourse, see Olson (1965, 1982)


https://www.enbw.com/unternehmen/eco-journal/genehmigungsverfahren-windkraftanlage.html

activities of individual freedom are also compre-
hensively protected under Art. 2 I GG. Art. 31 GG
protects against any unequal treatment. As a result,
all state authority is therefore subject to constitu-
tional reservation. In practical terms, this means
that all state action must prove to be proportion-
ate. A particularly common reason for determining
disproportionality is the excessive impact on an
individual in an atypical case. While this level of
protection is commendable, the associated societal
costs are typically ignored - a classic instance of
the adage “hard cases make bad law” (Oliver Wen-
dell Holmes).

This mindset is reflected in administrative culture.
In Germany, protection claims are often demanded
unconditionally. Data protection must be com-
pletely enforced, fire protection must rule out any
hazardous situation, no matter how unlikely, and
when it comes to monument protection, there is
hardly any consideration of the costs and benefits
of a regulation. Occasionally, these absolute pro-
tection requirements are also used as an excuse

to prevent or delay undesirable projects, such as
nature and species protection to prevent new traf-
fic routes. If certain hazards are very unlikely and
their impact limited, protection standards should
be lowered or waived when justified by the public
interest.

The excessive scandalization of individual cases
also plays a role here. If there has been a griev-
ance, an obvious injustice or an accident, this often
receives a high level of media attention. This not
only increases public outrage; it also leads to the
probability of this event being systematically over-
estimated. At the same time, there is pressure on

2. CAUSES OF THE PROLIFERATION OF BUREAUCRACY 9

the administration and legislators to take all possi-
ble precautions to either prevent a recurrence or to
protect themselves against recrimination through
detailed documentation obligations.

2.3 Alibi laws

Policy makers often respond to societal demands
with legislation that has little effect on the under-
lying issue. If a law gives the impression that the
state is dealing with a grievance without having a
significant effect on the underlying problem, it is
an “alibi law”. In the current public debate, the Sup-
ply Chain Due Diligence Act, sustainability report-
ing or the EU Deforestation Regulation, for exam-
ple, are accused of causing very high costs for the
companies concerned without making a significant
contribution to solving the problems addressed.
For example, only 12.6 percent of the companies
surveyed in the GBP Monitor 2025 expect the EU
rules on sustainability reporting to promote sus-
tainability.”

The Supply Chain Due Diligence Act, which was
introduced in Germany in 2023, is intended to
encourage companies to enforce human rights,
workers’ rights and environmental protection in
all countries right down to the last link in the sup-
ply chain. To this end, companies will be subject to
reporting and due diligence obligations, which will
lead to a high compliance burden, the need for and
costs of consultation, legal uncertainty and expen-
sive evasive responses. Even if it is possible to keep
supply chains free of misconduct, it is doubtful
that the law will lead to an improvement in human
and employee rights or environmental protection

7  https://backend.gbpanel.org/app/uploads/2025/01/gbp_monitor_2025_01.pdf.



https://backend.gbpanel.org/app/uploads/2025/01/gbp_monitor_2025_01.pdf.
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in the countries concerned. On the contrary, it

is feared that companies will withdraw from the
countries of the global South in particular, which
are most dependent on integration into global
trade. In these countries, it is often impossible to
document compliance with the specified standards
in a legally secure manner.8 It is still too early for a
final assessment of the Supply Chain Due Diligence
Act. The law is to be evaluated in 2026 and we will
have to wait and see whether there is empirically
reliable evidence of an improvement in human
and employee rights or environmental protection.

2.4 Bureaucracy as an instrument for
exercising power and redistribution
in favor of interest groups

The previous sections describe a benevolent state
that wants to implement regulations that have
been decided in the democratic process and that is
becoming increasingly entangled in bureaucracy in
the process. In reality, however, the state also serves
interest groups to enforce particular interests.
Laws and regulations are used to secure privileges,
block market access and provide material advan-
tages to interested parties (Olson 1965, 1982, Stigler
1971). Those negatively affected are often less well
organized and are therefore less able to defend
themselves, especially if the interrelationships are
difficult to understand.? The complexity of legal
norms and administrative procedures reinforces
this asymmetry and protects the lobbyists and pol-
iticians who allow themselves to be influenced by
them.

8  Wissenschaftlicher Beirat beim BMWK (2022).

Behind the question of whether a rule is needed at
all, there is often a distribution conflict between
the beneficiaries and the burdened. The latter
reject the rule altogether. For example, in the
years after 2000, companies in the energy industry
strictly rejected the state-imposed regulated access
of competitors to use their networks. The reason
behind this was the desire to protect established
monopolies from competition. There are certainly
also people who strictly reject the Income Tax Act
for similar reasons. In both cases, the “bureau-
cratic regulation” is the result of a basic assessment
by the legislator. Denouncing this assessment as
“excessive bureaucracy” covers up the real conflict
here.

The question of how to structure this involves
many details, both in terms of content and pro-
cedure. The two examples given provide plenty of
illustrative material. The principles of access regu-
lation for network infrastructures and the Income
Tax Act are both highly complex, with many indi-
vidual facts that can only be mastered by a spe-
cialist, both at the level of those affected and at the
level of the administration. This can lead to dis-
crimination between those who can purchase the
services of specialists and everyone else.

However, the complexity of the regulations can
also reflect the competition between the parties
and the clash of political interests. The large num-
ber of regulations (and exceptions) in the Income
Tax Act reflects the diverse wishes of various inter-
ested parties, the willingness of the parties to rep-

9  This is especially true when many people are affected. The damage for each individual may be small, but the overall damage is great.



resent the wishes of their respective clientele and,
if necessary, to reach a compromise in a coalition
agreement in which they give something to every-
one with several new regulations. This also hap-
pens when the election manifestos of the parties
involved advocate in principle that taxes should
be lowered and the Income Tax Act simplified.
Something similar could be observed time and
again in the various amendments to the laws reg-
ulating the network industries (telecommunica-
tions, postal services, electricity, gas and railroads).
This also led to an increase in complexity because
network owners and network users, i.e. potential
competitors of the network owners in the down-
stream markets, each wanted their own special reg-
ulations, which can lead to inconsistencies in the
regulations as a whole in individual cases.

Even if the distortions caused by interest groups
are disregarded, it should be borne in mind that
government regulation is always also an act of
exercising power and that the initiative for such
regulation documents the initiators’ political
capacity to act. This applies to the EU Commission,
whose political influence is based on its monopoly
on proposing new regulations and directives, as
well as to a ministry or an authority that imposes
additional reporting obligations on the addressees
of standards.

2. CAUSES OF THE PROLIFERATION OF BUREAUCRACY 11

2.5 Overburdened Administration

Public administration is under increasing pres-
sure: While human and financial resources have
hardly changed over time, the number of regula-
tions that need to be implemented or monitored
has grown from year to year and their complexity
is constantly increasing. In addition, there is a mul-
titude of constant legal changes that no one can
keep track of. Many legal regulations in social law,
administrative law or environmental protection,
fire protection or data protection are now so com-
plex that they cannot be understood without legal
training.

There is little incentive to provide the adminis-
tration with sufficient additional resources. Addi-
tional administrative expenditure is unpopular.
The administration is often the responsibility of
the federal states, municipalities or subordinate
authorities, to which the legislator can assign addi-
tional tasks without granting them additional
resources. Administrative failures only become
apparent after a time lag, and responsibility for
administrative deficits cannot be clearly assigned.

The proportion of employees in the public sec-

tor in Germany is relatively low by international
standards at just under 12% of the workforce.10
However, these figures are only comparable to a
limited extent because the public sector comprises
different areas in different countries (in addition
to administration, the military, education, health-
care, state-owned companies, etc.).11 Over time, the

10 Sources: https://www.oecd.org/en/publications/2023/06/government-at-a-glance-2023_da193b0d.html, https://de.statista.com/statistik/daten/

studie/36915/umfrage/oeffentlicher-dienst-beschaeftigte-in-west-und-ostdeutschland/ (own presentation).

11  See Lupi et al. (2024).


https://www.oecd.org/en/publications/2023/06/government-at-a-glance-2023_da193b0d.html
https://de.statista.com/statistik/daten/studie/36915/umfrage/oeffentlicher-dienst-beschaeftigte-in-west-und-ostdeutschland/
https://de.statista.com/statistik/daten/studie/36915/umfrage/oeffentlicher-dienst-beschaeftigte-in-west-und-ostdeutschland/
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number of employees in the public sector in Ger-
many fell slightly between 2000 and 2010 but has
risen again significantly since then. The growth has
mainly taken place at universities, in the social and
youth sector and in administration.

In many areas, administrative overload is not pri-
marily due to a lack of resources, but to admin-
istrative practice. Although many administrative
staff are highly motivated and generally willing

to act in a results-oriented manner, this is often
nipped in the bud by rigid regulations and system-
atic disincentives.

In international comparison, German adminis-
trative practice is heavily influenced by the law.
Legally correct compliance with all procedural

regulations has the highest priority, and the con-
trol of the administration by courts and courts of
auditors plays an important role (Kuhlmann 2024,
p. 10). It is no coincidence that the proportion of
lawyers in management positions in the admin-
istration is higher in Germany than in any other
European country.

If a head of administration is confronted with an
unnecessarily complex or obviously nonsensical
regulation, they cannot instruct their administra-
tion to ignore this regulation for certain circum-
stances. If they were to do so, they would have

to fear consequences under civil service law if
this behavior is objected to by third parties (e.g.
the courts of auditors) (for an example, see Box 3
“New notification ordinance”).
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Figure 2: Proportion of lawyers in management positions in the administration
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The concern that decisions could be revised by the
administrative courts or criticized by the courts

of auditors means that administrative acts and
approval procedures are primarily procedural.

The procedures often take many years to ensure
and document a legally flawless process. In some
cases, they then take care of themselves because
the projects applied for are abandoned. Or the bur-
den on the administration is reduced because the
affected parties avoid the process and no longer
submit applications at all (examples: Relocation of
investment projects abroad due to excessively long
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approval procedures, foreign skilled workers can-
not be recruited because residence and work per-
mits are not issued promptly, etc.). In some cases,
they simply remain unprocessed. For example,
although banks are required to report suspected
money laundering at great expense, more than
290,000 suspicious activity reports are pending at
the end of 2022 (Schon 2023). Staffing alone cannot
resolve the issue. The qualified personnel required
to implement ever-expanding regulations simply
do not exist, especially during a skilled labor short-
age.
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2.6 The role of the judiciary

Judicial oversight of administration is particularly
strong in Germany, rooted in historical abuses of
administrative power. German public law demands
demands that all administrative action be demo-
cratically legitimized and derived from legislation
backed by voter mandate (Article 20 of the Consti-
tution). The principle that every administrative act
is subject to judicial review is intended to ensure
that administrative action meets this requirement.
Discretionary decisions by administrations are
viewed critically, as they are in a certain tension
with the requirements of the principle of democ-
racy.

Other jurisdictions are less rigid. For example, the
European Court of Justice grants the European
Commission considerable leeway to exercise its
discretion and only intervenes if the reasons given
by the Commission appear to be erroneous, arbi-
trary or even unlawful. The Court of Justice does
not carry out its own substantive review of the
decisions.12

German courts, on the other hand, carry out sub-
stantive reviews. Even if they leave the results
themselves open, they like to go into substan-
tive aspects that the administrative authority
should still have examined, the non-consideration
of which is then asserted as a procedural error
against the administration. The history of lawsuits
against major projects, from nuclear power plants

to the Leverkusen Bridge and the Fehmarnbelt
Tunnel, provides numerous examples of this. A
recent example is the intervention by the Koblenz
Regional Court in December 2024 against a deci-
sion by the Northern Structure and Approval
Commission in Rhineland-Palatinate on the per-
missibility of shooting a wolf that had killed sev-
eral sheep: the authority had not sufficiently con-
sidered the fact that the wolf led a pack, how the
possible killing of the entire pack would affect the
Westerwald wolf population and whether it would
not be possible to adequately protect the sheep by
erecting higher electric fences than previously.13

Court decisions in Germany generally relate to
individual cases and therefore, unlike in com-
mon law countries, do not have direct preceden-
tial effects. However, the substantive and proce-
dural requirements formulated in the interaction
between plaintiffs and courts have indirect prece-
dential effects. The authorities in later cases want
to make their decisions legally binding. One way
of doing this is to take into account all aspects pre-
viously raised, another is to consider possible new
aspects in advance. It can take some time before
this is done.

The comments on overburdening administra-
tive bodies also apply mutatis mutandis to the
courts. As a result, many proceedings are signifi-
cantly delayed, often for many years, especially in
cases where the proceedings go through several
instances.

12 This does not apply in the area of antitrust law, where the European courts assess not only the procedure and the consistency of the reasoning,

but also the factual situation.

13  https://vgko.justiz.rlp.de/fileadmin/justiz/Gerichte/Fachgerichte/Verwaltungsgerichte/Koblenz/Entscheidungen/Nr_24-2024_VOE_4_L_1327-24_

Beschluss_vom_17-12-2024.pdf



https://vgko.justiz.rlp.de/fileadmin/justiz/Gerichte/Fachgerichte/Verwaltungsgerichte/Koblenz/Entscheidungen/Nr_24-2024_VOE_4_L_1327-24_Beschluss_vom_17-12-2024.pdf
https://vgko.justiz.rlp.de/fileadmin/justiz/Gerichte/Fachgerichte/Verwaltungsgerichte/Koblenz/Entscheidungen/Nr_24-2024_VOE_4_L_1327-24_Beschluss_vom_17-12-2024.pdf
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Politicians are often quick to respond to demands
from the public and interest groups to solve prob-
lems through regulation. However, before intro-
ducing a new regulation, the costs and benefits
should be carefully weighed. As Montesquieu
famously put it: “If it is not necessary to make a
law, it is necessary not to make a law” (Charles de
Montesquieu,).

3.1 Subjecting laws to scrutiny

For any law associated with a high bureaucratic
burden, the legislature should include in its pre-
amble a clear statement of the goals the law is
intended to achieve and the criteria by which suc-
cess is to be measured. If the law does not achieve
a measurable positive effect, it should either be
repealed or significantly improved.

In an earlier report!4, the Scientific Advisory Board
strongly advocated the systematic evaluation of
laws as part of an evidence-based economic policy.
In 2013, the State Secretaries’ Committee on Better
Regulation and Bureaucracy Reduction adopted an
evaluation concept that provides for the evalua-
tion of all key regulatory projects. This concept was
supplemented and strengthened by a further State
Secretaries’ resolution in 2019. Nevertheless, previ-
ous evaluations have only had a minor impact on
legislation. The evaluation would be given greater
weight if it had to be presented for discussion as
part of a debate in the Bundestag.

Evaluation should not lead to the growth of addi-

tional bureaucracy. An evaluation according to the
standards of the current state of research is desir-

14 Wissenschaftlicher Beirat beim BMWE (2013).

able and should, if possible, be considered when a
law is passed. However, this is not always possible
or involves prohibitively high costs. Nevertheless,
all laws should be subject to discussion as to
whether they have achieved their stated objectives.
If this discussion plays an important role in the
political process, then there is also an increased
incentive to strive for a methodically sound evalu-
ation of the laws.

One example with great symbolic power is the
aforementioned Supply Chain Due Diligence Act.
It was passed by the grand coalition in Germany
in June 2021 and was also introduced in the EU

in May 2024 in a partially stricter form. The Ger-
man law obliges companies with more than 1,000
employees to “adequately observe human rights
and environmental due diligence obligations along
their supply chains with the aim of preventing or
minimizing human rights or environmental risks
or ending the violation of human rights or envi-
ronmental obligations”. It remains unclear how
the due diligence obligation is to be fulfilled “in an
appropriate manner”. Companies incur high costs
to document that they have complied with their
due diligence obligations. This effort is not limited
to large companies. They pass the obligation on to
their suppliers, who pass it on to their suppliers,
and so on. The companies are up in arms against
the immense bureaucratic burden. So far, the obvi-
ous winners of this law are mainly the auditing
firms that are hired by companies to help them
fulfill their due diligence obligations. If no signif-
icant effect of this law on human rights and envi-
ronmental protection can be ascertained, then it
should be abolished.
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If laws are repealed, it may turn out after some
time that government regulation is necessary after
all. If this happens occasionally, it is a good sign.
Because if it never happened, the legislator would
have been too cautious. An ambitious policy must
occasionally overshoot the mark, but it should not
do so regularly.

Finally, it should be borne in mind that a lack of
regulations at the legal level does not necessarily
lead to misconduct. In specific cases, those affected
can often react to misconduct themselves, either
out of intrinsic motivation or because they fear
damage to their reputation if the misconduct is
made public. It is also possible for the compa-

nies concerned to come to an agreement among
themselves on a sensible regulation adapted to

the individual case. A statutory regulation can also
be dispensed with if the administration has suffi-
cient discretionary powers and can react to mis-
conduct itself. The idea that the complexity of the
world must be reflected in the complexity of legal
norms is based on an often unfounded fear of los-
ing control, perhaps also on the desire to hand over
as little decision-making power as possible to the
subordinate bodies, authorities and courts and the
affected parties themselves.

3.2 Generous standardization and
unconditional de minimis rules

Politicians should respond to the demand for fair-
ness in individual cases not with detailed regu-
lations, but with generous flat rates, de minimis
clauses and threshold exemptions. Flat rates are
widely used in tax law (basic tax-free allowance,

income-related expenses allowance, home office
allowance, etc.) and could also be used to a much
greater extent in the calculation of social benefits.
In antitrust and state aid law, there are de mini-
mis rules according to which aid below a certain
amount does not require approval. In construction
law, many buildings no longer require approval,
but only notification. Similar rules could be intro-
duced in data protection, public procurement law,
labor law or environmental law. However, it is
important that these exemptions are not linked to
any further conditions that are difficult to prove.
For example, the General Data Protection Regu-
lation exempts companies with fewer than 250
employees from the obligation to keep a record of
processing activities. However, this only applies if
the data processing carried out does not pose a risk
to the “rights and freedoms of data subjects”. As it
is practically impossible to prove this for all indi-
vidual cases, this exemption remains largely inef-
fective.

3.3 More market instead of regulation

In Germany, the state often tries to enforce desired
behavior through government regulations and
bans. In many cases, the desired result could be
achieved more effectively and with far less bureau-
cracy via the market. A good example is climate
protection. The use of heat pumps and district
heating can be enforced through a complex heat-
ing law. However, the same effect can also be
achieved through an appropriate CO4 price (possi-
bly supplemented by a conversion subsidy), which
gives those affected a financial incentive to switch
from fossil fuels to climate-friendly heating sys-



18 3. REDUCING BUREAUCRACY IN THE LEGISLATIVE PROCESS

tems - without government micromanagement.
The same applies to the switch to e-mobility, the
coal phase-out and sustainability reporting, which
would be largely superfluous if the CO4, price cor-
rectly reflected the environmental costs.

However, citizens and companies can only make
the right decisions if they can predict the develop-
ment of the carbon price with sufficient accuracy.
It is therefore important to supplement the emis-
sions market with a price corridor that shows the
development of the CO4, price over the next few
years (Wissenschaftlicher Beirat beim BMWE 2019).
At the same time, the revenue from carbon pricing
can be used to relieve citizens of the costs of retro-
fitting, for example with climate money. More trust
in market forces can make a lot of bureaucracy
superfluous.

3.4 Less gold plating European
regulation

Alarge proportion of new laws and regulations are
created in Brussels. As the European Union has no
tax revenue of its own and only a comparatively
small budget, the Commission is best able to shape
policy by setting standards. It has made increas-
ing use of this instrument. EU directives and reg-
ulations now account for the majority of current
burdens on the economy (Standards Council 2024,
p. 91). Examples include the General Data Protec-
tion Regulation, regulations on the secondment of
employees, sustainability reporting and the Euro-
pean Supply Chain Directive. The member states
are generally involved in the consultation and
decision-making process for European legal acts.
Germany therefore shares responsibility for this
development.

Germany alone is responsible for transposing
European directives into national law. Like many
other European countries, Germany tends to “gold
plate”, i.e. to tighten European requirements even
further by introducing additional regulations. One
example is the “Al certificate”, which must be used
as proof of social insurance when an employee is
posted to another European country. Here, Ger-
many requires (in addition to the information
required throughout Europe) the employer’s sector,
its legal form and a list of all other postings to the
same member state in the two previous months,
while France wants to know the start date of
employment and Italy the date on which the com-
pany was founded (Stiftung Familienunternehmen
2023a).1> This makes the implementation of this
regulation very complex for companies operating
in several member states.

The implementation of EU law by the German
administration is also problematic. For example,
the General Data Protection Regulation, which
applies throughout Europe, contains numerous
undefined legal terms that are interpreted far more
restrictively by the German administration than
in some neighboring countries (Stiftung Familien-
unternehmen 2023b). The greatest time burden for
companies lies in clarifying the legal situation and
gothering the required information. In addition,
the use of exemptions is often linked to the fulfill-
ment of conditions that are difficult to prove with
legal certainty.

The German government should therefore refrain
from gold plating European norms.

15 In Germany, the German Liaison Office for Health Insurance Abroad (DVKA) is responsible for drawing up the Al certificate.
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3.5 The one-in-one-out rule

Politicians have little incentive to abolish dys-
functional or superfluous regulations. Individual
interest groups that benefit from the existing reg-
ulations are vociferously opposing their abolition,
while the broader population and economy, who
would benefit from the abolition, hardly acknowl-
edge them or give credit to their implementation.

In order to motivate politicians to reduce bureau-
cracy, the German Regulatory Control Council
(Normenkontrollrat, NKR) was introduced in 2006.
[ is responsible for monitoring the development
of bureaucracy costs and, since 2011, compliance
costs.

The one-in-one-out rule (OIOO) has been in place
since 2015: For every new regulation introduced in
a legislative period that is associated with a burden
on the economy, other regulations are to be abol-
ished or simplified in the same legislative period so
that, in total, these burdens are offset.

The OIOO rule covers only a small proportion of
legislative proposals. It does not apply to laws that
are based on EU legislation. State laws are also not
considered. Finally, only the ongoing compliance
costs are included in the OIOO calculation. Because
the estimated costs tend to be underestimated and
receive little attention in the political debate, the
political pressure to reduce these costs is also too
low.

19
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Measurement of administrative costs and compliance costs

The measurement of bureaucratic costs is the responsibility of the Federal Statistical Office and the ministries
that draw up the draft legislation and use the so-called standard cost model to determine the bureaucratic costs
incurred by companies, administrations and citizens when they comply with their reporting, documentation and
verification obligations under a new law (Federal Statistical Office 2014). The time burden is multiplied by the
number of cases and an average hourly wage for administrative activities in order to measure the bureaucratic
costs in financial terms. According to this measurement, the annual bureaucracy costs amount to 65.8 billion
euros (as at 30.06.2024, Kuhlmann and Gerls 2024).

In addition to bureaucratic costs, compliance costs also include other direct costs associated with compliance
with the standard. These include, for example, the investment in necessary new technology or employee training,
but also higher wage costs (e.g. following the increase in the minimum wage) or higher investment costs (e.g. due
to the Heating Act). Indirect costs, e.g. due to delays in approval procedures or adjustments to the supply chain,
are not taken into account. The indirect benefits, e.g. from lower energy costs in the future, are also not taken into
account. While the total amount of bureaucratic costs has been determined, only the annual change is calculated
for compliance costs. It is therefore not known how high the total compliance costs are.

The NKR only checks the plausibility of the calculations presented and publishes statements on them, which gen-
erally receive little attention in the parliamentary debate and in public.

If we only look at the measured bureaucracy costs, = The one-time compliance costs arising from the

these have decreased since 2012, which is in obvi- introduction of a law are determined, but are not
ous contradiction to the “perceived” bureaucracy taken into account in the OIOO rule. The one-time
costs in the economy. Ongoing compliance costs, compliance costs have risen to €45 billion in 2023.
on the other hand, have risen sharply in recent This is more than the total one-time compliance

years. In 2024, they are approximately €27.1 billion  costs from 2011 to 2021 combined (41 billion)!
higher than in 2011.
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Figure 3: Development of the administrative burden index since the first inventory measurement16
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Source: Federal Statistical Office of Germany (Destatis), 2024

Figure 4: Development of current compliance costs (as at 20.06.2024)
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16 Source: https://www.destatis.de/DE/Themen/Staat/Buerokratiekosten/Erfuellungsaufwand/buerokratiekostenindex.html
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The calculation of administrative costs and com-
pliance costs, on which the OIOO rule is based, has
serious weaknesses. The measured bureaucratic
costs and the measured ongoing compliance costs
significantly underestimate the development of
the actual burden. If we look at the Supply Chain
Due Diligence Act, for example, the total annual
compliance costs are given as €43.5 million. With
2217 affected companies with more than 1,000
employees, the average cost per company is only
19,621 euros. According to a survey by DIHK, the
companies surveyed had to set up at least one to
two, sometimes up to five full-time positions to
comply with the requirements.1” This indicates sig-
nificantly higher actual costs.

Many costs are not taken into account when cal-
culating compliance costs. The effort required to
find out how to comply with due diligence obli-
gations, what information is needed, how this can
be collected, etc. is generally not included in the
calculation, nor are the costs of external advice
from auditors and lawyers. The costs associated
with adapting the supply chain, for example if one
supplier is replaced by another due to legal uncer-
tainty, are also not considered.

Sometimes the measured compliance costs also
exaggerate the actual (net) burden because they do
not take into account the benefits that a regulation
generates for those affected or for other members
of society. For example, the largest single item

in the 2023/24 reporting period is the Building
Energy Act, which will lead to additional annual
costs of €808 million, primarily for the necessary
expansion of infrastructure. The long-term savings
in energy costs resulting from these investments
are not considered.

Due to these considerable weaknesses, it is doubt-
ful whether the OIOO rule will have a positive
effect on reducing bureaucracy. It can also have a
counterproductive effect if politicians point to the
measured reduction in the bureaucratic burden
and claim to have done their homework, although
the actual bureaucratic burden has increased sig-
nificantly.

It is important to maintain and increase the pres-
sure on legislators to reduce bureaucracy. The NKR
could be strengthened here. Instead of merely
monitoring the calculation of bureaucratic costs
and compliance costs, the NKR could assess the
estimated bureaucratic burden for each legislative
measure after consulting those affected and intro-
duce this assessment into the political process,
especially if the bureaucratic costs are very un-
favorable in relation to the expected benefits of the
law. In this case, the NKR would no longer be an
advisory body to the Federal Government, but an
independent body that draws the attention of Par-
liament and the public to disproportionately high
bureaucratic costs. It is not crucial that the deter-
mination of bureaucratic costs meets the highest
standards of precision. That would only create
additional bureaucracy. It is more important that
there is an actor in the political process who draws
attention to bureaucratic dangers.

17  https://www.ihk.de/duesseldorf/aussenwirtschaft/lieferkettengesetz/lksg-unternehmensumfrage-2024-6186706
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It is not only the legislative process that must
change, but also administrative practice. It must be
ensured that the administration can fulfill its tasks
(Fernandez-i-Marin et al. 2024). In an international
comparison of regulatory density, Adam et al.
(2017) show that the higher the quality of a coun-
try’s bureaucracy is rated according to the World
Bank’s quality indices, the lower the increase in
regulatory intensity. They interpret this finding to
mean that in a well-functioning bureaucracy, the
parts of the bureaucracy that prepare legislation
are better informed about the implementation
practices of the other parts of the bureaucracy and
can use this information to make laws more suit-
able for implementation. Whether this hypothesis
provides a causal explanation or merely describes
a correlation remains to be seen. It is certainly true
that good legislation requires a clear idea of the
capabilities of the administration.

4.1 Ex-ante versus ex-post controls

The German administration is characterized by a
culture of control. Recipients of regulation must
provide detailed proof of compliance with almost
every standard concerned. This leads to a consid-
erable amount of bureaucracy and can prolong
approval procedures for many years. The alterna-
tive would be to only check ex post on a random
basis whether a rule has been breached. In this
case, the breach of rules should be sanctioned in
such a way that makes non-compliance unprofita-
ble in expectation. The legal possibilities for ex post
controls should be fully utilitized (see box).

A transition to ex post control would save con-
siderable bureaucratic costs in many areas. This
approach has already been partially introduced

in tax law. Taxpayers no longer must provide evi-
dence of many taxable events in their tax return,
but they must expect random checks. It should
also be applied regularly in approval procedures, as
has already been implemented in certain areas of
building law.
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Ex-post controls

Ex-post control leaves it up to the norm addressees to take up a potentially unlawful activity. There is no need for
an upstream administrative procedure in which the legality of the project is checked. Addressees and administra-
tion are spared administrative effort. The addressee can implement the project more quickly.

From the point of view of the legal system, the waiver of prior review is justified if it can expect that the pur-
pose of the regulation will nevertheless be achieved with sufficient probability. If the regulation is addressed to
companies, the concern that the addressees were not even aware of the requirements they had to meet will not
usually carry much weight. However, it must also appear better for the addresses to meet these requirements.
The assumption that a company maximizes its (medium and long-term) profit will regularly be justified. In this
case, the expected disadvantage from a breach of the standard must be greater than the expected profit. Deter-
rence presupposes that the threatened sanction, multiplied by the probability of prosecution, is greater than the
expected gain.

The legal system therefore has two levers: the level of the sanction and the likelihood of prosecution. If the prob-
ability of prosecution is low, the threatened disadvantage must be great enough. In particular, the disadvantage
must be greater than the advantage of violating the norm (because only then is the product of the disadvantage
and the probability of prosecution greater than the expected advantage). It is occasionally claimed that such high
sanctions are incompatible with the constitutionally guaranteed principle of proportionality. In criminal law, it

is derived from the principle of guilt that sanctions must not be excessively severe (Diirig et al. 2025, Art. 20 GG,
R 126 mwN). As the law on administrative offenses is also intended to be repressive, the same could apply here.
However, the principle of guilt does not apply in public law. The purpose of public law is preventive, not repres-
sive.

However, the general principle of proportionality also applies to preventive interventions. What is proportionate
in this sense depends on the purpose of the specific rule. The intervention must be proportionate to this purpose
(Engel 2012). The legislator is largely free to determine this purpose (BVerfGE 126, 112, 141). In particular, it can
also intervene to protect a system decision it has made. The Federal Constitutional Court has decided this, for
example, for the health insurance system (BVerfGE 126, 112, 143). The decision to switch from ex-ante to ex-post
control is such a system decision. If the sanction were limited to the amount of profit that a company makes from
violating the rule, then ex-post control would only be available at the price of the legislator renouncing its regu-
latory objective. This is because as long as the probability of detection and enforcement remains low, it would be
rational for companies to break the rule. In the worst case, their profit would be as small as if they had complied
with the rule; however, the profit would probably be higher.

In its decisions on Hartz IV, the Federal Constitutional Court also drew an absolute limit for state sanctions.
Even with regard to these recipients, however, the court has approved benefit cuts as a sanction for their duty
to cooperate. The court derived the ultimate absolute limit from the guarantee of human dignity in Art. 1 I GG
(BVerfGE 152, 68). Conversely, this means that only the general (relative) principle of proportionality applies to
companies. It does not prevent the pursuit of a legitimate legislative system decision.

This interpretation is also supported by European Community law. In Directive 2024/1226 on the definition of
criminal offences and sanctions applicable to infringements of Union restrictive measures and amending Directive
(EU) 2018/1673, OJ 2024 L 1, European law not only stipulates that Member States are entitled to impose dissua-
sive sanctions; they are even obliged to do so (within the material scope of the Directive).
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The legislator can also increase the deterrent effect of the threat of sanctions by making it more likely that a
breach of the rules will be detected and prosecuted. Because the capacities of the administration are limited, the
legislator could consider involving private parties in the enforcement of the rules. This solution is particularly suit-
able if the rule not only serves the general public interest but also aims to protect identifiable private individuals.
The legislator can then grant these persons a claim for damages. This is the procedure in antitrust law, for exam-
ple (Section 33a GWB). However, if the private damage is diffuse, those affected usually do not have sufficient
incentive to take legal action. In such cases, the legislator can help by opening up model proceedings (see Capital
Investor Model Proceedings Act) or representative actions (see Section 8 III UWG).

However, if the legislator switches to ex-post control, this does not necessarily make things easier for companies.
For the time being, it is not clear to them whether their conduct is lawful. The companies therefore assume a
regulatory risk. Approval by administrative act also regularly protects companies against third parties. If they have
been included in the administrative procedure as parties involved, the approval cuts off their rights. If the legisla-
tor wants to take this into account, it could leave it up to the companies to decide whether to apply for approval.
It is then up to the companies to assess whether the delay and costs of the approval procedure are outweighed by

the planning certainty that is granted.

If an ex-post inspection reveals that a company has
disregarded existing regulations to a significant
extent, one consequence (in addition to a public
law sanction) could be that this company is subject
to an ex-ante inspection in future. Here, the threat
of bureaucracy could act as a deterrent.

4.2 Culture of responsibility and error
tolerance

Equally important is the development of a culture
of responsibility and error tolerance within public
administration. In Germany, public authorities are
often process-oriented and not results-oriented.
The aim is to carry out administrative processes in
a legally flawless manner. How long a procedure
takes, whether it leads to an appropriate and effi-
cient decision, how satisfied the norm addresses

are with “their” administration, in short, the result
of administrative action is then neglected. A more
results-oriented administration could be achieved
if administrative officials were granted more
responsibility and decision-making powers in day-
to-day practice. The example of the New Notifica-
tion Ordinance (see box) illustrates why it is so dif-
ficult for administrative managers to deal with the
existing regulations in a meaningful way.

When responsible officials provide well-reasoned
decisions, those decisions should be upheld. Offi-
cials should not have to fear disadvantages if
doubts arise afterwards as to whether a different
decision might have been better. If lawsuits against
the administration are possible (e.g. competitor
lawsuits in procurement procedures), they should
entitle the plaintiff to claim damages only, not to
hold the procedure.18

18 See the report of the Wissenschaftlicher Beirat beim BMWK (2023) on the procurement system of the Bundeswehr.
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Example: New notification ordinance (Neue Mitteilungsverordnung)

The New Notification Ordinance (MV) of the Federal Ministry of Finance came into force on January 1, 2025.
Among other things, it is intended to ensure that all payments made by state institutions to companies and pri-
vate individuals are recorded for tax purposes. For this reason, payments to private individuals can only be made
if they are linked to a tax identification number. The digitalization of administration is to be used here to close tax
loopholes, which at first glance appears to be a sensible undertaking.

However, this regulation has numerous undesirable side effects, which are well illustrated by the example of
universities. In the future, German universities will no longer be able to reimburse foreign academics for travel
expenses for lectures or research visits if they do not have a German tax identification number, even though the
reimbursement of travel expenses is not taxable. Obtaining these tax identification numbers for foreign academics
involves considerable time and effort. Every German university has thousands, if not tens of thousands of such
cases every year. Each university incurs an additional administrative burden amounting to several person-years,
which does not result in any additional tax revenue.

The New Notification Ordinance provides for a de minimis limit of originally 1500 euros per year, which has since
been raised to 3000 euros. Almost all cost reimbursements are below this limit. However, if interpreted in accord-
ance with the law, this allowance generates additional bureaucracy: the university must check whether a foreign
academic has visited the university several times in a calendar year and whether the allowance has been exceeded
in total. If the responsible head of administration were to issue a general instruction to refrain from checking
reimbursements of less than 3000 euros, he or she could be accused of having deliberately ordered unlawful
actions, with possible consequences under civil service law. In addition, the Court of Audit could demand that the
tax identification numbers be obtained retroactively during the next audit, which would generate enormous addi-
tional work.

Different institutions are dealing with this situation in different ways. Many universities have already implemented
the New Notification Ordinance in 2024 in order to have all the necessary processes in place by January 1, 2025.
Other research institutions have not yet initiated implementation and are still hoping for an exemption. The out-
come is open.

On the one hand, this example shows the dangers associated with the careless use of digitalization. The bureau-
cratic costs are not incurred by the fact that an existing tax identification number is read into a form by a com-
puter. The costs arise in countless individual cases from the fact that the persons concerned (in this case foreign
scientists) have to be persuaded to submit a tax identification numbers, explaining to them how this works, assur-
ing them that they will not become liable for tax in Germany and putting them off if the refund takes months (not
to mention the loss of reputation of German universities). The example also shows that a generous tax-free allow-
ance is only helpful if it is not linked to conditions that can only be checked at great expense.

27
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To create incentives for the administration to actin  the services provided by their administration, and
a results-oriented manner, the outcomes of admin- how does this compare with the results in other
istrative work should be measured and published. municipalities, districts or federal states? If perfor-
It would be sufficient to limit this to a few met- mance is measured and made visible, and if there
rics that are collected by an independent body (e.g.  is competition for better services and higher cus-
the Federal Statistical Office): How long do certain tomer satisfaction, then there is also an incentive
administrative processes take in a public author- for results-oriented administration.

ity, how satisfied businesses and citizens are with

Example: Reform of official statistics

A prime example of inadequate responsibility and error management in public administration is the organiza-
tion of official statistics. Throughout Europe, statistical surveys for public purposes are organized in an output-
oriented manner (see KomZS 2024). Germany, on the other hand, follows its Federal Statistics Act, which reflects
the thinking of the 1950s: Before the Federal Statistical Office can carry out a survey, it must be ordered by the
legislator - including all individual questions. The official cumbersomeness associated with this often leads to
departments quickly having their own surveys carried out instead of using the Federal Statistical Office. At the
same time, this procedure increases the bureaucratic burden on the people and companies surveyed. In response
to the often criticized ‘statistical burden’, savings are then made - ironically - at the expense of official statistics.

It would make sense to switch from input-oriented to output-oriented statistical legislation, as is now common
practice internationally. Input orientation, as enshrined in the German Federal Statistics Act, regulates data collec-
tion, for example from citizens, companies, schools and other institutions. Many individual legal regulations stip-
ulate in detail what may be collected from whom, how questions are formulated and what use of data is permit-
ted. Every adjustment therefore requires an amendment to the law. In contrast, the European approach, which is
reflected in Regulation 223/2009, regulates what information statistics should provide, i.e. the “output” of statis-
tics. It specifies which indicators and variables are to be provided in tables, at what frequency, in what detail and
with what quality requirements. The KomZS report (2024, p. 18) explains which adjustments are necessary in order
to further develop the Federal Statistics Act towards an output orientation. This can help to implement the once-
only principle in an authority, use methodological developments, make process-generated data accessible, reduce
overall costs and burdens and simplify the complex legal matter.



4.3 Use of structured management
methods

Englmaier et al. (2022) examine the use of struc-
tured management methods in German local gov-
ernments in the categories of goal setting, mon-
itoring service quality, organizational learning,
structured processes, human resource manage-
ment and digitalization. They show that German
municipalities vary greatly in all of these catego-
ries, regardless of the federal state or the size of
the municipality. They also show that the use of
structured management methods is positively cor-
related with indicators for the quality of life and
location of the municipality, e.g. net immigration,
the number of business start-ups, the proportion of
highly qualified workers, the business tax base or
broadband coverage. This indicates that the use of
modern management factors has a positive influ-
ence on the performance of the administration.

The concept of “New Public Management” was
already developed in the 1990s in an attempt to
introduce management methods from the pri-
vate sector into the public sector. In Germany,

this concept is also known as the “New Steering
Model” (“Neues Steuerungsmodell”). It aims to
make administration more efficient, effective and
citizen-oriented. While some elements of the New
Steering Model have been adopted, especially at
the municipal level, they were implemented on a
voluntary basis, which explains why the adaptation
of modern management practices varies so widely
between local authorities. At state and federal level,
these approaches have played a much smaller role
(Kuhlmann 2024).
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Overall, the influence of structured management
methods has remained low. Only five percent of
local authorities use key performance indicators to
manage the administration (Kuhlmann 2024, p. 5).
Target agreements are the big exception. “Perfor-
mance-based” remuneration has been introduced
in many administrations. However, as there is a
lack of objective performance measures and the
acceptance of performance differentiation among
public employees is low, all employees are often
paid the same performance-related pay. If perfor-
mance is evaluated subjectively, almost all employ-
ees receive the top grade (Siegel and Proeller, 2021,
pp. 385-387). More recently, there has been a move-
ment back to strict rule orientation and input con-
trol, back to the “neo-Weberian state” (Kuhlmann
and Bogumil 2019).

The moderate to poor experiences with the New
Steering Model (Kuhlmann 2024) are primarily
due to the fact that many municipalities have
introduced individual reform elements on an ad
hoc basis without considering the complemen-
tarities between decision-making scope, mone-
tary and non-monetary incentives and strategic
objectives. The importance of this is emphasized
by the theory of organizational design and human
resource management (Ichniowski and Shaw 2003),
which has been confirmed by many empirical

and experimental studies (Ichniowski and Shaw
2013, Bartling, Fehr and Schmidt 2012). The vari-
ous dimensions of organizational design influence
each other. An agile, efficient and customer-ori-
ented administration requires that employees are
not only given scope for decision-making, but also
that they are motivated to use it in the desired
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way, that the results are measured and evaluated,
that occasional wrong decisions are tolerated and
that employees are trained for what they are sup-
posed to achieve. If the most important goal of
the organization remains not to be prosecuted for
any mistakes, if the department heads are staffed
exclusively by people who are trained and incen-
tivized to carry out procedures in a legally sound
manner, if efficiency and satisfaction measures are
not determined and not rewarded, then it is not
surprising that reform elements introduced in iso-
lation fail (Kuhlmann 2024, p. 7).

The use of structured management techniques
has great potential, as the positive experiences in
Scandinavian countries, the Netherlands and the
UK show (Hammerschmid et al. 2013). However,
the complementarities of organizational design
must be taken into account. The stronger orien-
tation of administration towards results and cus-
tomer orientation should go hand in hand with
corresponding training that is less legal and more
results-oriented. At the same time, the predomi-
nant measurement of input must be supplemented
and, in some cases, replaced by a measurement of
output. Finally, employees must be motivated to
achieve the desired goals, in particular by measur-
ing, evaluating and rewarding their performance.
This can include bonus payments and career
opportunities. However, non-monetary incentives
such as pride in one’s own visible performance,
competition with comparable administrative units
and recognition and praise from “customers” are
also important.

At present, the training of administrative staff is
heavily influenced by legal issues. In the future,
management skills and knowledge of digitaliza-
tion should play a more important role (Bogumil
and Vof})kuhle 2024). The public sector is over-aged
compared to the private sector (26.4 percent of
public sector employees are older than 55 com-
pared to 23.3 percent of all employees). This is why
many positions will be filled in the next 10 years.
This can be used to change the training profiles of
the public sector.

The new appointments can also be used to employ
an increasing number of “lateral entrants” in the
public sector, i.e. people who already have a large
amount of professional experience from other
sectors, particularly the private sector. The propor-
tion of such people in Germany’s administrative
management is particularly low compared to other
countries (see Fig. 5). How can lateral entrants have
a positive impact on administrative performance?
Hammerschmid and Hustedt (2020, p. 12ff) argue
that they often see themselves as “promoters of a
better understanding of leadership” and “appre-
ciative employee management” and can therefore
provide important impetus for the reorientation of
the public service. They also contribute important
methodological expertise, openness to innovative
ideas and a willingness to set priorities.1?

19 See Hammerschmid and Husted (2020, p. 12ff) and the website of the Querwechsler initiative, which campaigns for a more inclusive administration in

Germany. https://querwechsler-netzwerk.de/.
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Figure 5: Private sector professional experience of managers in public administration

in a European comparison
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All of these measures require patience, and they
must first be tested and optimized on a small scale.
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Until now, there has been a strict separation
between the creation and implementation of
standards in Germany. Laws are drafted by minis-
terial officials and passed by parliament. How these
laws are implemented by the federal states and
municipalities or subordinate authorities and what
burden they cause for the companies and citizens
affected hardly plays a role. The ministerial offi-
cials who draft a law often have little idea of the
consequences of a regulation in everyday admin-
istrative life, and the administrative level often has
no opportunity to influence the design of the laws.
However, the scientific literature shows that the
better the cooperation between policy makers in
parliament and ministries and policy implement-
ers in the administrative authorities, the lower the
burden of bureaucracy (Fernandez-i-Marin et al.
2023). Bureaucracy, both legislation and admin-
istrative enforcement, should therefore be made
more cooperative. There are already promising
approaches to this:

5.1 Practice checks

The “practice check” is an instrument provided
for in the coalition agreement (2021) and further
developed by the Federal Ministry for Economic
Affairs and Climate Protection (BMWK 2023),
which aims to reduce unnecessary bureaucracy
and simplify administrative processes. The focus
is on analyzing specific application cases in close
cooperation with affected authorities, businesses,
and practitioners.

A first practice check was conducted in the field of
photovoltaics: in workshops, the BMWK worked
together with energy sector and administrative
experts to analyze the entire process chain, from
the decision to install a photovoltaic system to its

commissioning. The analysis uncovered over 50
bureaucratic obstacles that unnecessarily delay
or increase the cost of solar installations. Using
this practice-based approach, concrete relief
measures were developed and included in the
recently adopted Solar Package. It is estimated
that the package reduces burdens on the econ-
omy by approximately €18.5 million and saves
around 90,000 hours of administrative work per
year. Other areas of application for practice checks
include heat pump installations, wind energy
expansion, business start-ups, and permits for
heavy-load transport.

The aim of the practice checks is to reduce un-
necessary bureaucratic regulations and create a
more investment-friendly environment through
detailed, sector-specific process analysis. The suc-
cess of the approach lies in the targeted identifica-
tion of specific problem areas that are often over-
looked in conventional legislative processes. By
involving various departments and working closely
with experts from the field of implementation, it is
easier to develop practicable solutions. The focus is
on implementation practice in order to better con-
trol the specific effects of a law.

So far, the practice checks have been initiated on

a voluntary basis by a ministry. There is no possi-
bility for those affected to request a practice check.
The practice checks carried out to date are gener-
ally limited in their findings to this ministry. They
do not make it possible to address counterproduc-
tive interactions with the areas of responsibility

of other ministries. Finally, practical checks have
so far been used almost exclusively ex post. Only
when the law has already been passed and imple-
mentation is underway is it checked retrospectively
to see what improvements can still be made. An ex
ante practice check that takes effect in the run-up
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to legislation, possibly in coordination with other
ministries, could have an even greater impact.20

The practice check instrument should be further
developed and generalized. It is to be welcomed
that other ministries and the European Union have
announced that they will adopt the practice check
instrument.

5.2 One-stop shops

One-stop shops are central points of contact that
enable companies and citizens to obtain various
official services and permits in one place. The aim
is to simplify administrative processes and reduce
bureaucratic hurdles by bringing together numer-
ous official procedures in one integrated system.
This allows processes such as registrations, permits
and information requirements to be bundled digi-
tally or in a single office, significantly accelerating
start-ups, construction projects, and investments.

One-stop shops can be used above all to simplify
administration and reduce bureaucracy if all the
authorities and administrative levels involved,
such as the federal states, municipalities and fed-
eral authorities, are not only networked with each
other via a platform, but are also prepared to adapt
their regulations when setting up the one-stop
shop so that smooth processes are made possible.

International experience, for example from Den-
mark and Estonia, shows that one-stop shops can

significantly increase efficiency. In Estonia, citizens
and businesses can complete almost all administra-
tive procedures online, resulting in high user satis-
faction and lower administrative costs. Denmark
also uses central platforms for citizens and compa-
nies and has thus achieved a considerable simplifi-
cation of administration for many processes.

5.3 Embracing experimentation

Practice checks and one-stop shops illustrate the
potential of a bureaucracy that focuses on elimi-
nating problems in administrative implementation.
They should be part of a cooperative, results-ori-
ented bureaucracy with close cooperation between
legislation and administrative practice. However,
new forms of cooperation should also be exper-
imented with. Experimental clauses (“regulatory
sandboxes”) that create scope for new approaches
are important for this. Experiences with new
approaches should be evaluated in order to learn
from them. The federal system can be an advantage
here if the federal states compete with each other,
learn from each other and are prepared to try out
new procedures. Mistakes will also be made in the
process. It is the task of politicians to protect these
experiments.

There is enormous potential that can be leveraged
through a lean and results-oriented bureaucracy.
This will only succeed if this goal is embraced at all
levels of legislation and administration.

20 Afirst attempt in this direction is the Energy Services Act, for which an ex-ante practical check has already been carried out
(https://www.bmwk.de/Redaktion/DE/Downloads/Energie/20240618-ergebnispapier-edlg-praxischeck.pdf?__blob=publicationFile&v=4)
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Reducing bureaucracy and designing results-ori-
ented administrative systems are key issues that
will have a decisive impact on the competitiveness
of German companies, the development of their
productivity and the prosperity of our country.
This is why the Advisory Board recommends that
the next Federal Government give this issue top
priority and approach it with determination. It
should be a central aspect of all proposed legisla-
tion.

The most important recommendations of the
Advisory Board are summarized in the following
ten points:

1. Weighing benefits against bureaucratic costs
In all legislative projects, the benefits of spe-
cific regulations must be weighed against their
bureaucratic costs. Instead of trying to achieve
fairness in individual cases through byzantine
regulations, the legislator should focus on gen-
erous generalization and de minimis clauses.

2. Subjecting laws to review
When adopting a regulation with a high
bureaucratic burden, it should be clearly
defined which objectives are to be achieved
with the regulation and how the achievement
of objectives can be measured. The law should
be evaluated after a specified period. On this
basis, the Bundestag should discuss whether
the law has achieved the intended objectives
at a reasonable cost. If this is not the case, laws
should also be abolished.

3. No micromanagement
The state should not regulate in detail how
a social goal is achieved. It is sufficient to
measure the target and provide incentives for
achieving it. Market mechanisms are often very
suitable for this: If economic agents have to
bear the social costs of their actions themselves

or are adequately remunerated for the social
benefits, they have an incentive to behave in
the interests of society, even without the state
imposing behavioral requirements on them.

No gold plating of EU legal rules

The German legislator should refrain from
supplementing EU requirements with more
extensive regulations.

Ex-post controls

The state should refrain more frequently

from ex ante monitoring of the standards set.
Instead, it should carry out random ex-post
inspections and punish violations of standards
in such a way that non-compliance is not prof-
itable in expectation. If companies or citizens
are unsure how to comply with a rule, they
should have the option of requesting a formal
assessment from the relevant authority within
a specific time period (e.g., six weeks). This
already exists in merger control.

Results orientation

Not only the input (effort) (input), but also
outcomes of an authority’s actions should be
measured. This requires clearly defining the
desired outcomes in simple, meaningful met-
rics, collected by an independent institution
(e.g., the Federal Statistical Office). These out-
comes should be published and compared
across municipalities, districts, or federal states.
Examples of output measures include the dura-
tion of approval procedures, the time it takes to
set up a business, the time it takes to process a
residence permit, the number of certificates to
be provided, or “customer satisfaction”.

Use of structured management methods
Modern management methods should be
increasingly used in administration. It should
be noted that many of these methods can only



have the desired effect in a structured way,

i.e. in combination with other, complemen-
tary methods. Pilot projects and scientifically
supported experiments are particularly valu-
able here. The training of administrative staff
should also be less process-oriented and more
results-oriented. Research into new man-
agement methods and innovation in public
administration should be strengthened.

Opening up to specialists from industry and
other sectors

Public administration in Germany should be
more open to specialists with extensive profes-
sional experience in business and other sectors.
Such specialists bring new perspectives, effi-
ciency orientation, a focus on customer benefits
and openness to innovation. They can represent
an important counterbalance to the strong pro-
cess orientation and legal focus of the public
service to date.

Box: The European “Competitiveness Compass”
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Further development of the practice checks
Practice checks are a versatile instrument of
results-oriented bureaucracy management that
should be developed further. In particular, this
procedure should be supplemented by prac-
tice checks prior to legislation and designed to
be interdepartmental. Those affected should

be given the opportunity to demand practice
checks.

One-stop shops and regulatory sandboxes

New forms of cooperative standardization
should be tested. This includes the establish-
ment of one-stop shops in which legislators and
authorities work together to set and implement
standards such that complex approval processes
can be handled by a single competent authority.
Regulatory sandboxes should be created to allow
experimentation with new technologies (e.g.,
artificial intelligence). These developments must
not be stifled by rigid and inflexible regulation.

At the time of the adoption of this report, the European Commission (2025) published a “Competitiveness Com-
pass”, which also deals with the reduction of bureaucracy. The Commission sees an urgent need for action in this
area. It has announced its intention to reduce the burden of bureaucracy by 25 percent (35 percent for SMEs).
However, this announcement does not specify how the burden is to be measured and by when the reduction is to
be achieved. The substantive proposals for reducing bureaucracy are essentially limited to a review of existing reg-
ulations and the abolition of superfluous reporting obligations. Otherwise, hopes are pinned on digitalization and
artificial intelligence to make it easier to deal with existing bureaucracy. This is not very ambitious. If the Commis-
sion wants to send out the signal that it has overshot the mark with its regulation in the past, but now wants to
change course, it should show a willingness to abolish laws if they prove to be mere symbolic legislation.
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The roots of the Scientific Advisory Board to the Federal Ministry for Economic Affairs and Energy go
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»Sicherung der wirtschaftlichen Expansion*

Report from December 14, 1952
»Frage des gemeinsamen Marktes innerhalb der
Europiischen Gemeinschaft fiir Kohle und Stahl“

Report from November 16, 1952
»Konvertierbarkeit der Wahrungen“

Report from July 6, 1952
»sWiederaufbau des Kapitalmarktes und Zins-
politik*

Report from June 8, 1952
sverteidigungsleistungen und Wirtschaftsver-
fassung”

Report from April 27, 1952
»Ausgleich der Wahrungsspannen im Rahmen
einer europdischen Integration*

Report from February 4, 1952
»Belebung des Wertpapiermarktes*

Report from October 9, 1951

sIst zur Uberwindung der gegenwiirtigen Auf-
schwunghemmung eine aktive Konjunkturpolitik
anzuraten?“



REPORTS OF THE SCIENTIFIC ADVISORY BOARD TO THE FEDERAL MINISTRY FOR ECONOMIC AFFAIRS AND ENERGY SINCE APRIL 1948

Report from July 29, 1951
»2Auflenhandelspolitik“

Report from June 10, 1951
»,Lenkungsmafnahmen“

Opinion dated April 29, 1951
,Investitionshilfe“

Provisional opinion dated February 25, 1951
»Wirtschaftspolitische Moglichkeiten zur
Begrenzung der direkten lenkenden Eingriffe*

Report from January 28, 1951
»Bereinigung des Preisgefiiges”

Report from December 10, 1950
»Kapitalmarktpolitik und Investitionspolitik“

Provisional opinion dated November 5, 1950
»,2Deckung des zusitzlichen kiinftigen Finanz-
bedarfs“

Report from November 5, 1950
»Einwirkung der Weltkonjunktur auf die
deutsche Wirtschaftspolitik“

Report from September 24, 1950
»otruktur- und konjunkturpolitische Fragen
der Einkommensverteilung”

Report from June 11, 1950
»Probleme der Kapitalbildung und der
Geldschopfung*

Report from May 7, 1950
»otellung des Wohnungswesens in der sozialen
Marktwirtschaft“

Report from February 26, 1950
»Kapitalmangel und Arbeitslosigkeit in der
sozialen Marktwirtschaft“

Report from February 5, 1950
»Europiische Zahlungsunion“

Report from December 18, 1949
»,Das Dollardefizit Europas im Handel mit USA
(Problem der Dollarliicke)*

Report from October 30, 1949
»Agrarpolitik in der sozialen Marktwirtschaft“

Report from September 18, 1949
»,Geldordnung und Wirtschaftsordnung”

Report from July 24, 1949
»~Grundsatzfragen der Monopolgesetzgebung*

Report from May 8, 1949
»Expansive und kontraktive Kreditpolitik“

Report from February 27, 1949
,JInvestitionsmittel und ERP-Mittel“

Report from January 17, 1949

»Preispolitik und Aufienhandelsgestaltung*
Report from October 24, 1948

»Agrarpolitik und Agrarpreise®

Report from September 3, 1948
»~Wahrungs-, Preis-, Produktions- und
Investitionspolitik“

Report from July 11, 1948
»Investitionspolitik nach der Wahrungsreform“

Report from June 12, 1948
»Investitionspolitik“

Report from April 1, 1948

»Mafdnahmen der Verbrauchsregelung, der
Bewirtschaftung und der Preispolitik nach der
Wihrungsreform“
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http://bmwk.de
https://www.facebook.com/BMWK
https://www.youtube.com/user/wirtschaftspolitik
https://x.com/BMWK

https://de.linkedin.com/company/bmwk
https://www.instagram.com/bmwk_bund/
https://bsky.app/profile/did:plc:jjcaglxtiou73r6q3xllnbzl

https://www.threads.net/@bmwk_bund?hl=de
https://www.tiktok.com/@bmwk_habeck?lang=de-DE
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