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1. 	Motivation

The structure of minimum income support for 
those individuals who can work has been the sub-
ject of intense debate in Germany for many years. 
On January 1, 2005, the Fourth Law for Modern 
Services on the Labor Market (“Hartz IV”) came 
into force. This reform combined the previously 
separate instruments of unemployment assis-
tance and social assistance into the newly created 
unemployment benefit (Alg II). A key feature of the 
reform was its combined focus on “challenge and 
support” (“Fordern und Fördern”).

Criticism of this reform and the features of Alg II 
did not subside and led to its replacement by the 
citizen’s income (“Bürgergeld”), which came into 
force on January 1, 2023. In contrast to Alg II, 
with its focus on activating and placing benefit 
recipients in jobs, the citizen’s income emphasizes 
the participatory nature of minimum income 
support (“culture of trust”). Thus, the “integration 
agreement” between citizens’ income beneficiaries 
and job centers became the “cooperation plan.”1. 
The main changes in citizens’ income compared to 
Alg II include, among others2:

	• Abolition of the placement priority to 
strengthen sustainable labor market integra-
tion; introduction of continuing education 
allowances and citizen’s income bonuses3 for 
participation in continuing education measures

	• Reduction of the transfer withdrawal rate from 
80% to 70% for additional income in the range 
of €521-1,0004

	• Introduction of a 12-month waiting period for 
the consideration of insignificant assets

	• Changes to the consideration of assets (age no 
longer taken into account directly)

	• Adjustments in dealing with breaches of duty 
(sanctions)5

	• Introduction of a 12-month waiting period for 
unreasonably high accommodation costs6

	• Increase in standard rates and adjustment of 
the updating rules (faster consideration of 
inflation) (Peters 2025).

The adopted citizen’s income law did not last 
long. The (old) federal government made adjust-
ments as early as 2024 (Second Budget Financing 
Act) (tightening of sanctions and abolition of the 
citizen’s income bonus) and decided on further 
adjustments as part of the government’s growth 
initiative (e.g., tightening of sanctions, cuts in 
undeclared work, reduction of the asset waiting 
period).7 The latter adjustment decisions were not 
implemented.

1	 For background information on cultural change, see Gellermann et al. (2025).

2	 For details, see Steffen (2025), see also Dietz (2025).

3	 Analyses on this topic can be found in Schiele and Tübbicke (2025).

4	 Current transfer withdrawal rates: €0-100 additional income: 0% transfer withdrawal, €101-520: 80%, new: €521-1,000: 70%, €1,001-1,200: 
90%, over €1,200 (or over €1,500 if children are in the household): 100%.

5	 Analyses on this can be found in Wolff (2022) and Wolf (2025).

6	 For survey results on this, see Bähr et al. (2025).

7	 Cabinet decision of October 2, 2024, https://www.bundesregierung.de/breg-de/aktuelles/aenderungen-buergergeld-2299330.

https://www.bundesregierung.de/breg-de/aktuelles/aenderungen-buergergeld-2299330
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Although a scientific evaluation of the citizen’s 
income law is still pending and will not be pre-
sented by the Institute for Employment Research 
until the end of 20268, the coalition agreement of 
the new federal government already provides for 
numerous changes:

	• Strengthening job placement and reintroducing 
placement priority

	• Abolishing the waiting period for the consider-
ation of assets

	• Linking the amount of exempt assets to lifetime 
achievement

	• Tightening of cooperation obligations and 
sanctions, including the possibility of complete 
withdrawal of benefits

	• Abolition of the waiting period for dispropor-
tionately high accommodation costs

	• Adjustment mechanism for standard rates in 
relation to inflation, as they were before the 
coronavirus pandemic.

The socio-political handling of poverty is always 
the subject of societal negotiations and institu-
tional learning processes. Social discourse focuses 
on the balance between the principles of solidarity 
and individual responsibility, and the acceptable 
extent of behavioral adjustments (moral hazard) 

(see Alesina and Angeletos 2005 or Benabou and 
Tirole 2006). At the same time, the effectiveness of 
redistributive and labor market policy measures is 
influenced by macroeconomic conditions (Card et 
al. 2018) as well as demographic change.

In this report, the Scientific Advisory Board com-
ments on key proposals in the coalition agreement 
against the backdrop of the current reform debate 
and based on the latest research. Some of the top-
ics are the subject of intense public debate, such as 
the issue of sanctions. Others, such as the priority 
of placement, are less prominent but nevertheless 
relevant when it comes to designing an effective 
minimum income support system for individuals 
who are capable of working, eliminating disincen-
tives, and maintaining social acceptance.

When it comes to minimum income policies, eco-
nomic considerations should also focus on aspects 
of efficient allocation. At the same time, however, 
normative distribution issues are often unavoid-
able, as some individuals are worse off and others 
better off as a result of reforms (see the text box at 
the end of section 2). In addition, when evaluating 
social policy measures, target dimensions such as 
fiscal effects, labor supply effects, acceptance of the 
welfare state, and ensuring wage differentiation 
play a role and are often in irresolvable conflict. 
This text attempts to address the rationales behind 
each recommendation and to make the trade-offs 
transparent. The Advisory Board’s conclusions are 
summarized in the last section.

8	 Details on the evaluation plan can be found in Bähr et al. (2023). Initial survey results, particularly among job center employees, on the 
individual elements of the reform can be found in Ramos Laboto et al. (2025).
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2.1	 Changed macroeconomic conditions

Since around 2018, the Federal Republic of Ger-
many has been in more difficult macroeconomic 
waters than in the previous thirteen years. The last 
time the Federal Republic was in a similar situa-
tion was at the end of the 1990s/beginning of the 
2000s, when the Schröder government responded 
with a comprehensive overhaul of the minimum 
income support system.

Today, productivity growth over the last seven 
years is at a historic low. While the EU’s growth 
accounting (EU-KLEMS) shows an average annual 
productivity growth of 0.8% for Germany in 
2005–2018, productivity growth since 2018 has 
averaged 0.2%. In addition, labor market devel-
opments in recent years differed drastically from 
those in the previous 15 years: between 2005 and 
2018, gross domestic product growth was excep-
tionally driven by an increase in the total number 
of hours worked, by an average of 0.4 percentage 
points per year. Since 2018, however, the num-
ber of hours worked has been declining, or rather, 
hours have fallen in the lower skill range, risen 
in the upper range, and are stagnating in quality-
weighted terms. This was also the situation at the 
end of the 1990s.

This was due, on the one hand, to the decline in 
unemployment since 2005. On the supply side, 
there was an increase in working hours between 
2005 and 2018, with three equally important 
causes: first, later retirement and higher employ-
ment rates among older individuals – the average 
retirement age rose from 61 to 63.9 years (Eurostat 
Labor Force Survey). Changes to unemployment 

assistance and unemployment benefits (intro-
duction of ALG II, see Hartung, Jung, and Kuhn 
2025) as well as direct changes to the pension 
insurance system, contributed to the increase in 
the retirement age by reducing the incentives for 
early exit from the labor market. Secondly, female 
employment increased significantly (from 59.5% 
to 72.1%, Federal Statistical Office, age 15-65).9 
Thirdly, the German labor market has benefited 
from immigration, especially from skilled immi-
grants from the EU in connection with the euro 
crisis (cf. Beirat BMWK 2024). Further expansion 
of the labor supply from all three sources men-
tioned above appears to be increasingly difficult 
politically today. Political majorities are skeptical 
about further postponing the retirement age; the 
differences between women and men in terms 
of employment rates have already almost halved, 
even though part-time employment rates among 
women are still high, and immigration is increas-
ingly becoming a political anathema, not least 
because of the lack of housing construction. This 
situation is further exacerbated by demographics, 
with the baby boom generation reaching retire-
ment age.

The lack of growth is weighing on the country’s 
fiscal situation. At the same time, both real and 
fiscal resources are needed to deal with geopoliti-
cal challenges (rearmament), higher interest bur-
dens, and missed public and private investments. 
The state of public infrastructure is poor, and the 
housing stock ages increasingly. Therefore, the fis-
cal costs of minimum income support play just as 
important a role as the question of the extent to 
which minimum income support contributes to 
lower employment because it reduces incentives 
to work.

2.	 What are the problems?

9	 In addition to the expansion of childcare and a general shift in social attitudes, changes in post-marital maintenance law may also have been 
an economic driver.
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This also changes how we should think about min-
imum income support in terms of optimal policy 
under the conditions of the macroeconomic envi-
ronment. On the one hand, the additional costs of 
taxation necessary to pay for transfers are likely 
to be higher during recessions (Barseghyan et al. 
2013). On the other hand, the insurance motive for 
minimum income support is more pronounced 
during recessions (Landais, Michaillat, and Saez 
2010), and active labor market policy measures 
prove to be more effective in periods of low growth 
and high unemployment (Card et al. 2018 and Le 
Barbanchon et al. 2025). Admittedly, the moral 
hazard problem of companies in the labor mar-
ket becomes more significant during a downturn, 
as companies do not take into account the costs 
incurred by society as a whole when they lay off 
employees. However, this concerns the question of 
possible dismissal taxes rather than the question of 
optimal insurance (Jung and Kuester 2015).

However, with regard to the literature, it must be 
taken into account that the current downturn does 
not appear to be solely productivity-driven and 
cyclical, but is also characterized by a decline in 
the labor supply, particularly due to demographic 
factors (cf. Beirat BMWK 2024). This makes it diffi-
cult to answer the question of whether too many 
workers are chasing too few jobs or whether the 
opposite is true. At the same time, however, from 
a macroeconomic perspective, this is a key ques-
tion in relation to the optimal level of insurance 
against unemployment (Landais, Michaillat, and 
Saez, 2018). It is therefore unclear to what extent 
more or less protection or insurance against long-
term labor market risks is needed. In any case, 

globally and in Germany, the trend toward increas-
ing inequality in labor income seems to have been 
stopped (e.g., Autor, Dube, and McGrew (2023), 
Destatis (2025), Goebel and Krause (2024)).

2.2	� Weaknesses of the citizen’s income 
regulation

Four problem areas play a central role in the 
reform discussion and are briefly explained below: 
(a) Fiscal burdens of minimum income support, 
(b) activation of the labor force potential in the 
context of demographic change and limitation 
of undeclared work in the shadow economy, (c) 
transparent and efficient regulation of the mini-
mum income support system to avoid misguided 
incentives, and (d) reduction of non-take-up of 
social benefits.

Re (a): Fiscal burdens of citizen’s income (SBG II)

The German minimum income support sys-
tem covers different population groups. Citizen’s 
income is intended for individuals who are able to 
work at least three hours a day. They receive ben-
efits for job seekers on the legal basis of SGB II. 
According to statistics from the Federal Employ-
ment Agency, there were an average of 5.5 million 
benefit recipients in 2.9 million households in 
2024; approximately 47% of these were non-Ger-
man citizens (BA 2025a).10 Of the 5.5 million ben-
efit recipients, 3.99 million were able to work and 
1.5 million were unable to work (the latter mostly 
children).11

10	 Of these, approximately 706,000 individuals, or about 13%, were from Ukraine and 512,000 individuals (9.5%) were from Syria (BA 2025b).

11	 Of the 2.9 million benefit communities, 56% were single persons, 18.5% were single parents with children, and 23.3% were couples with or 
without children (BA 2025a).
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Of the 3.99 million persons capable of working, 
approximately 44% (1.75 million) were unem-
ployed, and 56% (2.23 million) were not unem-
ployed. Among those who were not unemployed, 
23% (522,000) were participating in labor mar-
ket policy measures, 19% were in unsubsidized 
employment (414,000), and 19% were in training.12

On average for 2024, about 826.000 individuals of 
working age who were eligible for benefits were in 
employment. Of these, about 767.000 had income 
from dependent employment and about 64.000 
from self-employment. Approximately half of 
those in dependent employment (354,000) had 
incomes up to the marginal employment thresh-
old (Minijob), and a similar number (360,000) 
had Midijobs with monthly incomes of up to 
€2,000. Income above the Midijob subsidy limit 
was earned by 54,000 employed benefit recipients 
(BA 2025a).

Total expenditure on citizen’s income amounted 
to €52.6 billion in 2023 (out of a total federal 
budget of €457 billion), of which 36.4% was 
accounted for by citizen’s income payments in 
the narrow sense (BA 2024). The remainder was 
spent on accommodation costs, integration pro-
grams, and other benefits under SGB II (see BA 
2024). Benefits that fall under the responsibility 
of the Federal Employment Agency are financed 
from federal tax revenues. The federal government 
also covers approximately 70% of accommoda-
tion costs.13 The remainder, as well as other bene-
fits (e.g., childcare, debt and addiction counseling, 

psychosocial care), are covered by the states and 
municipalities.

Re (b): Activating the labor force potential in the 
presence of demographic change and shadow 
economy

In times of labor shortages, activating the nearly 
4 million citizens receiving citizen’s income could 
provide an important addition to labor supply 
(Beirat BMWK 2024). Based on self-reports in 
surveys, recent estimates for Germany assume 
a total of 3.3 million individuals are engaged in 
undeclared work, although the proportion of 
undeclared workers receiving citizen’s income is 
unknown (Enste 2025).

Re (c): Transparent and efficient regulation to 
avoid misguided incentives

The weaknesses of German social policy struc-
tures have been addressed in numerous expert 
reports. The final report of the Initiative for an 
Effective State (Jäkel et al. 2025) refers to the high 
complexity of social policy regulations and recom-
mends consolidating responsibilities for transfer 
programs, using uniform regulatory terminology, 
categorizing those who are eligible for benefits in 
three groups (children & young individuals, adults, 
households), and allowing for digitalized applica-
tions.

The report by the Scientific Advisory Board of the 
Federal Ministry of Finance (BMF) (Beirat BMF 

12	 A further 12% were engaged in education/household/care. 10% of individuals were unable to work, 4% were affected by special regulations for 
older individuals, and 13% fell into the residual category "Other" (BA 2025a).

13	 See https://www.bundesfinanzministerium.de/Content/DE/Standardartikel/Themen/Oeffentliche_Finanzen/Foederale_Finanzbeziehungen/
Kommunalfinanzen/entlastungen-der-kommunen-durch-den-bund.html [last accessed on June 22, 2025]. For 2025, the German government's 
draft budget allocates €29.6 billion for ongoing citizen's income payments in the narrow sense (2023: €19.1 billion). Including the contribution 
from local authorities, expenditure of €17.6 billion is expected for accommodation costs (2023: €16.5 billion) (source for information on the 
2025 draft budget: FAZ, July 16, 2025).

https://www.bundesfinanzministerium.de/Content/DE/Standardartikel/Themen/Oeffentliche_Finanzen/Foederale_Finanzbeziehungen/Kommunalfinanzen/entlastungen-der-kommunen-durch-den-bund.html
https://www.bundesfinanzministerium.de/Content/DE/Standardartikel/Themen/Oeffentliche_Finanzen/Foederale_Finanzbeziehungen/Kommunalfinanzen/entlastungen-der-kommunen-durch-den-bund.html
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2023) also identifies shortcomings. The BMF Advi-
sory Board diagnoses a central problem in the divi-
sion of minimum income support system between 
citizen’s income on the one hand and the combi-
nation of housing allowance, child supplement, 
and child benefit on the other. The parallel and 
complex structures lead to overlapping responsi-
bilities, inconsistent definitions, and problematic 
incentive effects, particularly in the combination 
of transfer programs. Consequently, a restructur-
ing is recommended that is based on needs and 
defines the three pillars of “children,” “housing,” 
and “everyday needs of adults” in a unified mini
mum income support system. In addition, the 
BMF Advisory Board recommends strengthen-
ing work incentives through modified additional 
income rules and coordinated transfer withdrawal 
rates. Comparable recommendations can be found 
in Ortmann et al. (2025).

Re (d): Reducing non-take-up of social benefits

Not all those entitled to benefits receive mini-
mum income benefits (“hidden poverty”). Using 
data from the Socio-Economic Panel for 2013/14, 
Bruckmeier and Wiemers (2018) found that 43% 
of those entitled to Alg II benefits did not claim 
them. For housing benefits and child allowances, 
non-take-up rates exceed 80%. Studies for other 
European countries arrive at similarly high figures 
(Eurofund 2015, Table 1).14 At the same time, not 
every case of non-take-up is a failure of the sys-
tem.

However, if social policy benefits are not taken up 
due to a lack of transparency and the complexity 
of the system, the protective goals of the instru-
ments are not achieved. In this situation, targeted 
reforms to the design of minimum income sup-
port can increase its effectiveness.

14	 Individuals often do not claim minimum income support if their entitlements are low or the expected duration of receipt is short, and the 
effort involved in applying and reviewing the application is not worthwhile. Based on data from 2007-2013, 25% of households that do 
not apply for benefits despite being entitled to them would have received a maximum of €150 per month, and 50% a maximum of €450 
(Bruckmeier et al., 2021a, Fig. 1).
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Improvements in the tax and transfer 
system from an economic perspective

Citizen’s income aims to secure the minimum 
subsistence level. It is financed by redistributing 
tax revenues to those who are unable to earn 
an income above the minimum income level. 
For some workers, it also has an insurance char-
acter, namely for those who have both longer 
periods of unemployment with citizen’s income 
and periods in which they are not dependent on 
citizen’s income in their employment history. 
Citizen’s income then determines how large the 
loss of income is in the “hard years” relative to 
the “good years.” For those who receive trans-
fers permanently, it determines their disposable 
income and thus their material standard of 
living over their entire lifetime.

There is extensive research literature on the 
design of the tax and transfer system and, in 
particular, on the question of how transfers to 
low-income earners should be structured. The 
same applies to the design of the unemploy-
ment insurance. What both literatures have in 
common is that they provide formal descrip-
tions of important political trade-offs and can 
be linked to quantitative analyses that allow us 
to estimate whether a given system could be 
“improved.”

B.1. What is an “improvement”?

A reform is a Pareto improvement if there are 
no losers in the transition from the status quo 
to the reformed system. For example, if tax rates 
are so high that economic activity largely comes 
to a standstill, then a reduction in tax rates is a 
Pareto improvement. Everyone benefits from 

higher government revenues; no one has to pay 
higher taxes, and some also benefit from lower 
tax rates.

Whether a status quo can actually be improved 
in this sense depends on many things, in par-
ticular on the behavioral responses of those 
affected. Section B.3 discusses studies that 
conclude that the German tax and transfer 
system is so problematic in terms of its incen-
tive effects that it can be improved in a Pareto-
efficient manner.

Pareto improvements are uncontroversial 
because everybody wins and nobody loses. 
Reforms of the tax and transfer system or the 
social insurance system, on the other hand, 
often make beneficiaries better off and contrib-
utors or taxpayers worse off, or vice versa. Dis-
cussions of the design of the “support and chal-
lenge” principle in the citizen’s income have 
this characteristic. The same applies to reforms 
of the statutory pension insurance system. 
Some individuals gain, and others lose.

Therefore, such reforms are not Pareto 
improvements. Welfare criteria (such as utili-
tarianism) allow such reforms to be evaluated 
in terms of a cost-benefit analysis. The gains of 
some and the losses of others are aggregated 
and compared. If the gains outweigh the losses, 
the reform brings about a so-called welfare 
improvement.

The literature on the optimal design of unem-
ployment insurance draws on this criterion. It 
focuses on an individual who is “typical” in the 
sense that, given the statistical probability, peri-
ods as a contributor and periods as a beneficiary 
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15	 The welfare gains of some are weighed against the welfare losses of others. The population shares of winners and losers are taken into 
account, as is the fact that one Euro weighs more heavily for the poor than for the rich. It is also taken into account that individuals 
who are winners today may be losers tomorrow. In this sense, the literature focuses on the typical gains or losses of a reform.

follow one another.15 An improvement in wel-
fare occurs when this typical individual benefits 
from a reform, i.e., when there is typically a gain 
in welfare. Section B.4 discusses studies that 
use this approach to clarify the extent to which 
the duration and amount of benefit payments 
should change when labor market conditions 
change. A key conclusion is that under the cur-
rent conditions of an aging population with a 
labor shortage, the balance between mitigating 
income losses and providing incentives to take 
up employment should differ from the situa-
tion in the early 2000s, i.e., in years with high 
structural unemployment. Today, more empha-
sis should be placed on incentives and less on 
smoothing disposable income.

B.2. �Welfare gains in the tax and transfer 
system

The literature on the design of the tax and 
transfer system analyzes the relationship 
between two separate effects: First, tax reve-
nues allow transfers of disposable income from 
“rich” to “poor” households. Potentially, such 
transfers can therefore increase welfare in the 
sense of the above cost-benefit analysis. Second, 
the tax system changes the incentives for earn-
ing income. Behavioral adjustments by taxpay-
ers cost the state revenue and, in themselves, 
reduce welfare. There is a wide range of liter-
ature on the subject of optimal taxation that 
focuses on these two effects. An optimal balance 
leads to the conclusion that income transfers 
are desirable, but not a complete equalization 

of disposable income, see, for example, Mirrlees 
(1971) or Hellwig (2007). The balance between 
the efficiency losses of taxation and the wel-
fare gains of redistribution depends on how 
strongly taxpayers react to a change in tax rates, 
see Feldstein (1995), Diamond (1998), and Saez 
(2001), Saez et al. (2012). The stronger their reac-
tion, the lower the optimal tax rates and trans-
fers to low-income earners.

B.3. �Pareto improvements in the tax and 
transfer system

A more recent development in this literature 
focuses on the analysis of reform options in 
existing systems, as opposed to the abstract 
characterization of an optimal system. Bier-
brauer et al. (2023) develop methods for iden-
tifying Pareto-improving reforms. These 
approaches were applied to the German tax 
system by Bierbrauer et al. (2021) and in the 
report by Peichl et al. (2023) for the BMAS.

The key finding of these analyses is that the 
German tax and transfer system inhibits 
low-income earners’ incentives to earn income 
in such a way that Pareto improvements are 
possible. The interaction of social insurance 
contributions and transfer withdrawal rates 
means that in certain income brackets, less than 
10 cents of every additional euro earned often 
remains in the earner’s pocket. A reduction in 
transfer withdrawal rates would be self-financ-
ing and thus a Pareto improvement.
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16	 For the relationship between unemployment insurance and economic cycles, see Summers (2010), Schmieder et al. (2012), 
or Farber et al. (2015).

17	 A recent study on the importance of labor market conditions for the design of unemployment insurance is Piqueras (2025).

B.4. Welfare gains in unemployment insurance

The literature on the optimal design of unem-
ployment insurance focuses on the need for 
insurance against income loss and the incen-
tives to look for a new job in the event of 
unemployment. The more risk-averse individ-
uals are, the more willing they are to pay con-
tributions for generous insurance in terms of 
amount and duration of benefits, so that they 
do not have to accept too great a loss as benefi-
ciaries. However, full insurance is not desirable 
because it would greatly reduce the incentives 
to take up new employment (see Baily (1978) 
and Chetty (2006)).

When it comes to the question of how generous 
unemployment insurance should be, the pros-
pects of finding a new job play a particularly 
important role. It is more difficult to find a job 
during a severe recession than during a boom. 
This justifies, for example, extending the benefit 
period during a recession. The incentive argu-
ment loses weight if even increased efforts have 
only a low chance of success. Similarly, during 
a boom, it is justified to make insurance more 
restrictive.16

These considerations also play a role in the 
current discussion on reforming the citizen’s 
income. The last fundamental reform of mini-

mum income support system was the so-called 
Hartz reform in the early 2000s. The reform was 
prompted by high wage replacement benefits 
(cf. Beirat BMWT 2002), high non-wage labor 
costs, and a persistently high unemployment 
rate with a high proportion of long-term unem-
ployed. Non-wage labor costs are still a cause 
for concern today. However, they are driven by 
the costs of pension and long-term care insur-
ance. Labor market conditions are different 
today. There is a shortage of labor and skilled 
workers. The conflict of objectives between 
incentives for efforts to find work and cushion-
ing income losses is therefore different today 
than it was at the time of the Hartz reforms. 
Assuming that labor market conditions have 
changed significantly since then, sanctions for 
lack of effort to find employment can be justi-
fied even more easily today.17

In fact, since the 2000s, not only have labor 
market conditions changed, but so have numer-
ous macroeconomic variables. This is discussed 
in section 2.1, also with regard to the implica-
tions for the optimal design of unemployment 
insurance.
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3. Which elements must a reform include?

3.1	 Complexity of the benefit system

Current situation:

The key systemic challenges of the current min-
imum income support system have already been 
identified in various expert reports18 and in the 
2025 coalition agreement (CDU-CSU-SPD 2025, 
cf. lines 442-466).

Assessment & recommendation:

In addition to adjustments to the regulatory ele-
ments of the citizen’s income, more fundamental 
steps are needed to modernize and increase the 
efficiency of the minimum income support sys-
tem. These include, first and foremost, the coor-
dination and realignment of minimum income 
support instruments and the pooling of responsi-
bilities across the various federal ministries. Fur-
thermore, a uniform definition and delimitation 
of key terms across regulatory areas, the simpli-
fication and digitization of access to minimum 
income support (“one-stop-shop”), and, in detail, 
a reduction in bureaucratic costs, for example 
through simplifications in the administrative area, 
are necessary. This includes, for example, the har-
monization of software applications, simplifica-
tions in the formal requirements in the run-up to 
a reduction in benefits, and simplifications in the 
internal handling of data protection requirements 
within government agencies.

The restructuring of the various social policy 
instruments (citizen’s income, housing allowance, 
child supplement, child benefit) should reduce 
complexity to such an extent that the structures 
do not hinder the take-up of benefits by those in 

need. Transparency should be created regarding 
additional income regulations in the interaction 
of various social benefits, and transfer withdrawal 
rates should be developed further to increase 
incentives for gainful employment. The Advisory 
Board strongly supports these demands.

In order to work constructively towards progress 
in view of the complex initial situation and poten-
tially conflicting departmental interests, it could 
be useful to place the leadership of this compre-
hensive and ambitious reform project in the hands 
of a neutral body outside the departments con-
cerned, such as the Ministry of Digitalization and 
State Modernization. In addition, the Advisory 
Board advocates ex ante and ex post evaluations 
and proposes that citizen’s income be subject to a 
practical check procedure.

The ex post practical checks provided for in the 
coalition agreement (line 479) should be further 
developed into ex ante practical checks, which 
should be used in an interdepartmental man-
ner (cf. Beirat BMWK 2025). The Advisory Board 
expects these reform measures to increase the effi-
ciency and acceptance of social policy measures.

3.2	� Placement priority and continuing 
education

Current situation:

The introduction of the citizen’s income abolished 
the placement priority that existed under Alg II 
and strengthened incentives to take up continuing 
education. Under the rules of Alg II, job centers 
had to place benefit recipients in any available 

18	 See Peichl et al. (2023), Jäkel et al. (2025), Ortmann et al. (2025), and Beirat BMF (2023).
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job as quickly as possible in order to end their 
benefit receipt quickly. Citizen’s income, on the 
other hand, focuses on long-term integration into 
the labor market. In individual cases, this means 
that opportunities for continuing education, fur-
ther training, or vocational training can be taken 
advantage of, even if they delay entry into gainful 
employment.

The Citizen’s Income Act introduced a continuing 
education allowance (€150 per month), which can 
be paid to those who complete continuing educa-
tion related to a vocational qualification.19

The coalition agreement of the new federal gov-
ernment returns to emphasizing “support and 
challenge” and provides for the reintroduction of 
placement priority: “Placement priority should 
apply to individuals who are able to work. These 
individuals must be placed in work as quickly as 
possible.” (Lines 506-508, CDU-CSU-SPD 2025).

State of the literature:

There are no ex post evaluation studies available 
yet on the abolition of placement priority and 
the introduction of continuing education allow-
ances as part of the citizen’s income.20 A statement 
from August 2023 (Anger et al. 2023, section 2.2, 
see also Bauer et al. 2022) examines the reforms 
of the citizen’s income against the background of 
empirical evidence. The authors arrive at a funda-

mentally positive ex ante assessment of the abo-
lition of placement priority and the introduction 
of continuing education allowances. They point to 
particular challenges among the group of benefit 
recipients who are potentially marked by nega-
tive learning experiences. In order to avoid poorly 
suited measures being pursued due to financial 
incentives, attention should be paid to individual 
suitability.21

The literature provides many examples of the pos-
itive influence of case managers on their clients. 
In detail, the characteristics of the case managers 
and their compatibility with their clients can play 
a role. Overall, more intensive support is asso-
ciated with better results (Böheim et al. 2023, Le 
Barbanchon et al. 2024). In their meta-study on 
active labor market policy programs, Card et al. 
(2018) examine the short-, medium-, and long-
term effects of different measures on different 
groups of individuals affected by unemployment.22 
The authors find favorable effects of training 
measures and human capital investments, but 
these only become apparent in the medium term. 
Women and the long-term unemployed bene-
fit particularly on average. The benefits for older 
and younger individuals are lower than for mid-
dle-aged individuals. Due to the heterogeneous 
effects, the authors point out that it makes sense 
to decide on program allocation on a case-by-case 
basis.

19	 The continuing education bonus was made permanent with the Citizen's Income Act. A one-time payment of €1,000 or €1,500 is made for 
passing intermediate or final exams in a training occupation.

20	 The Citizen's Income Act provides for an evaluation. The results of the 18 planned individual evaluation projects are to be presented in part by 
the end of 2025 and in part by the end of 2026 (cf. Bähr et al. 2023).

21	 Ortmann et al. (2025) describe the retention of participants in two types of measures (activation and vocational integration vs. promotion 
of continuing vocational training) for the period April 2023-March 2024, but this does not yet allow any conclusions to be drawn about the 
effectiveness of the citizen's income reform. Weber (2024) notes a decline in employment entries following the citizen's income reform.

22	 A review article with similar conclusions is McCall et al. (2016). Older evidence on the impact of continuing education in Germany can be found 
in Biewen et al. (2014) and Lechner et al. (2011).
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Assessment & recommendations:

Against this background, the Advisory Board 
opposes the federal government’s plan to rein-
troduce unconditional placement priority. In 
view of the heterogeneous circumstances of the 
benefit recipients concerned, it seems sensible to 
strengthen the discretionary powers of individual 
case managers at job centers, who can decide on a 
case-by-case basis whether to pursue rapid place-
ment or integration and incentivize further train-
ing measures.23 Any expansion of the discretionary 
powers of case managers24 must be linked to the 
possibility of measuring the success of case man-
agers. The success of further training measures 
should be evaluated.

In addition, the ex post evaluation of the citizen’s 
income reforms should be consulted before reor-
ganizing the relevant regulations (cf. Bähr et al. 
2023). Accelerated access to the research results 
of the evaluation projects would be helpful here. 
The Advisory Board expects this reform step to 
increase the effectiveness and sustainability of job 
placement.

3.3	 Benefit sanctions

Current situation:

Benefit reductions or sanctions can be imposed on 
beneficiaries if they fail to fulfill their obligations 
to cooperate in their integration into the labor 
market. In practice, sanctions are rare. They have 
become even rarer since the introduction of the 
citizen’s income (Wolf 2024). From April 2023 to 

February 2024, around 24,000 new sanctions were 
imposed each month. The average sanction rate 
during this period was 0.6% (Statistik BA 2024a, 
2024b). This is a significant decrease compared to a 
sanction rate of 3.1% in 2019 (Fitzenberger 2024).

In 2024, 86.3% of all 369,200 benefit reductions 
were imposed due to failure to report, which was 
punished with a 10% reduction in the standard 
rate benefit. Sanctions for breaches of duty (e.g., 
refusal to take up or continue work, training, or 
participation in an integration measure) accounted 
for 6.3% of cases. A further 4.6% of benefit reduc-
tions were imposed because the person concerned 
deliberately reduced their own income or assets or 
exhibited uneconomical behavior (BA 2025c). On 
average, monthly benefits were reduced by 7.8% or 
€62 in 2024.

In a widely noted ruling in 2019, the Federal Con-
stitutional Court assessed the practice of sanctions 
as fundamentally constitutional. However, it clas-
sified as unconstitutional, for example, sanctions 
that exceed 30% of the relevant standard rate or 
lead to a loss of benefits in the case of repeated 
breaches of duty within a year. The sanctions for 
individuals under the age of 25 were rejected and 
have been suspended since then. The duration of 
the sanctions had to be shortened if the benefi-
ciaries who were capable of working either sub-
sequently fulfilled their obligations or showed a 
credible willingness to do so (see BVerfG 2019).

The Citizen’s Income Act implemented the 
requirements of the BVerfG and significantly 
relaxed the sanction rules compared to the Alg II 
regulation. The maximum sanction amount in the 

23	 As part of an evaluation of integration agreements in Alg II, Bernhard and Senghaas (2021) also recommend expanding the discretionary 
powers of employment agencies.

24	 In the welfare state, discretionary decisions allow the special circumstances of individual cases to be taken into account (cf. Sections 38 and 39 
of SGB I). This can be useful if factors relevant to the decision cannot be regulated universally by means of regulations.
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citizen’s income is 30% of the standard rate bene-
fit, the maximum sanction period is three months, 
and the previously particularly harsh special rules 
for individuals under the age of 25 have been abol-
ished. Hardship rules and the possibility of lifting 
sanctions early have been introduced. However, 
in 2024, the federal government tightened the 
regulations again and made it possible to com-
pletely withdraw the standard rate benefit in cases 
of repeated refusal to work. The reforms planned 
by the previous federal government as part of its 
growth initiative (cabinet decision of October 2, 
2024), which were no longer implemented, also 
intended to further tighten benefit reductions.

The coalition agreement of the new federal gov-
ernment now provides for “tightening sanctions 
in line with the principle of support and challenge. 
Sanctions must be enforced more quickly, more 
easily, and with less bureaucracy” (lines 513-514, 
CDU-CSU-SPD 2025).

State of the literature:

The empirical research literature on the effective-
ness of benefit reductions is presented in detail 
in Bauer et al. (2022). Sanctions prove to be quite 
effective in reintegrating individuals into the 
labor market, especially young benefit recipients 
(van den Berg et al. 2021). Wolf (2024) even finds 
ex-ante effects of sanctions, i.e., the mere risk of 
being sanctioned increases the transition rate into 
employment subject to social insurance contribu-
tions, in some cases with reduced earned income.

However, sanctions also increase the likelihood 
that a person will subsequently break off contact 

with the job center or struggle with mental health 
problems (Bruckmeier et al. 2018). Surveys of job 
center employees and benefit recipients them-
selves show that a majority consider sanctions for 
non-compliance with cooperation and reporting 
obligations to be important and effective (Wolff 
2022).

Sanctions increase the likelihood of a transition 
into employment. However, they also reduce 
the quality of employment for benefit recipients 
(Bauer et al. 2022).

Assessment & recommendations:

The Advisory Board supports the federal govern-
ment’s plan to strengthen participation require-
ments and intensify the application of benefit 
reductions. This promotes integration into the 
labor market, can help reduce undeclared work 
by benefit recipients, and meets fairness require-
ments for minimum income support recipients.

3.4	 Existing assets and waiting periods

Current situation:

The citizen’s income reform introduced a new 
waiting period of 12 months for the examination 
of non-significant assets.25 Self-reported signif-
icant assets continue to preclude entitlement to 
benefits in the first year. In this sense, assets are 
considered significant if they exceed €40,000 for 
a person entitled to benefits in the benefits com-
munity and €15,000 for each additional member. 
It is possible to transfer unused amounts between 

25	 This instrument was introduced for the duration of the coronavirus pandemic with Social Protection Package I (Sozialschutz-Paket I) 
(March 27, 2020). In the context of the citizen's income reform, the introduction of the waiting period was justified on the grounds that (a) 
those affected should focus more on finding work rather than on liquidating their assets, (b) the administrative burden associated with the 
application process should be reduced, and (c) many needs are only short-term and temporary in nature (see Bruckmeier et al. 2025).
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individuals. Owner-occupied residential property 
is not taken into account. After the waiting period 
has expired, the exempt assets per person in the 
community of need amount to €15,000, whereby 
allowances can be transferred between persons. 
This flat-rate rule replaces the previous age-related 
exemption of assets. Some items are not taken into 
account in the exempt assets.26

The exempt assets were increased significantly in 
some cases (up to threefold) as a result of the cit-
izen’s income reform, and the complexity of the 
calculation was reduced by eliminating the age 
dependency (see Bruckmeier et al. 2025, Table 2). 
The reforms of the former federal government 
(cabinet decision of October 2, 2024) that were no 
longer implemented as part of the growth initia-
tive included a reduction in the waiting period for 
exempt assets from 12 to 6 months.

The coalition agreement of the new federal gov-
ernment provides for the abolition of the waiting 
period for assets and the reintroduction of a link 
between the amount of exempt assets and lifetime 
achievement, e.g., the number of years worked.

State of the literature:

Even under the Alg II rules, exempt assets did 
not play a very significant role. Beste et al. (2021) 
examine the relevance of exempt assets for access 
to minimum income support. They show that 9% 
of all new entrants to benefit communities in the 

period from 2013 to 2019 report having initially 
used up their own assets.27 For about half of those 
affected, this took no more than 1-2 months. On 
average, for the 9% of new entrants affected, the 
asset calculation delayed their entry into mini-
mum income support by just under five months.28

Bauer et al. (2022, section 2.2) discuss the impact 
of more generous asset protection on the number 
of potential beneficiaries and consider the effects 
to be negligible. Bruckmeier et al. (2025, section 
4.2) also argue that the asset waiting period plays 
hardly any role in practice. Low-income earners 
generally do not have relevant assets after deduct-
ing home ownership and car ownership. Survey 
data show that even among the working popu-
lation who do not receive citizen’s income, only 
14% have assets high enough to benefit from the 
waiting period rule.29 The authors point out that 
calculating the waiting period on an individual 
basis, with possible interruptions, generates addi-
tional administrative costs. The additional benefits 
and costs of a more generous exemption for assets 
appear to be minimal.

Assessment & recommendations:

The exempt assets are intended to protect those 
in need from having to liquidate their assets in 
the event of short-term assistance needs. This is 
intended to prevent long-term disadvantage and, 
in some cases, permanent need for assistance in 
old age. This protection was strengthened by the 

26	 These include adequate household goods, one adequate motor vehicle per person of working age, insurance policies for retirement provision 
(now without a maximum limit), adequate retirement assets for self-employed persons, owner-occupied land or condominiums of a defined 
size, and assets for the purpose of purchasing real estate.

27	 New entrants account for only about a quarter of all new recipients of minimum income support. The other cases involve repeat recipients of 
minimum income support. Although older individuals generally have higher asset allowances, they were on average more affected by the asset 
assessment.

28	 In addition, individuals in need of assistance may have refrained from applying due to the asset test, which may increase hidden poverty; this 
effect cannot be observed.

29	 The survey did not include civil servants and self-employed persons (cf. Bruckmeier et al. 2025).
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introduction of the waiting period. The Advisory 
Board agrees with the assessment of Bruckmeier 
et al. (2025) that abolishing the waiting period 
would increase the precision with which the sup-
port through the citizen’s income reaches those in 
need.30 To address the liquidity problems of those 
affected by the abolition of the waiting period, 
greater use could be made of loans secured by 
illiquid assets if necessary.31 In addition, the lim-
its of exempt assets could be regularly adjusted to 
price developments.

One argument in favor of a generous exemption 
limit is that it can strengthen incentives for indi-
viduals to insure themselves through savings (and 
gainful employment). Furthermore, from a the-
oretical point of view, the different treatment of 
financial and real estate assets in the definition of 
exempt assets is not plausible, even if the former 
may be more liquid.

However, given the low net assets of large sections 
of the general population, the Advisory Board 
takes a predominantly critical view of the gen-
erous waiting period newly introduced with the 
citizen’s income and the sharp increase in exempt 
assets at that time, while acknowledging the coun-
terarguments. According to the principle of sub-
sidiarity, protection by the general public should 
be subordinate to self-help, which is undermined 
by exempt assets.

The Advisory Board supports proposals for admin-
istrative simplification of asset testing.

3.5	� Accommodation costs and waiting 
period

Current situation:

In addition to benefits to cover living expenses, 
minimum income support system benefits also 
include funds for reasonable accommodation and 
heating costs. The appropriateness of the costs 
claimed is decided on a case-by-case basis, so that 
regional differences in rent levels and the size of 
the household are accounted for.32 In tight rental 
markets, benefit recipients must prove that they 
have made efforts to find more affordable housing. 
If benefit recipients live in their own homes, rea-
sonable costs can be recognized.

The reform discussion concerns the question of 
how long unreasonably generous housing will 
be recognized as a need. Under the Alg II regula-
tions, unreasonably high costs were recognized 
as a need for a maximum of 6 months if it was 
not possible or reasonable for those affected to 
reduce the expenses (e.g., by moving or renting 
out their home). Within the framework of the cit-
izen’s income, a twelve-month waiting period was 
introduced, based on a more generous regulation 
during the Corona pandemic. During this period, 
housing costs are reimbursed in full, regardless of 
their amount (heating costs, on the other hand, are 
still subject to an appropriateness test), in order 
to give those affected more time to gain quali-
fications and look for work and to avoid social 
hardship. According to the coalition agreement, 
the new federal government plans to abolish the 
“housing waiting period” again.

30	 In a survey of job center employees, 54% stated that they considered the waiting period for assets to be somewhat unfair (33%) or unfair (21%) 
(cf. Bruckmeier et al. 2025, Figure 4). In the population survey, however, the majority was in favor of a waiting period (ibid., Figures 1-3).

31	 In the case of personal bankruptcy, however, the loan amount is lost to the state.

32	 In individual cases, a reduction in accommodation costs may be unreasonable, which means that unreasonably high accommodation costs 
must also be covered (e.g., childcare, care for dependents, advanced age of those affected).
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State of the literature:

The effects of financial support for housing costs 
on labor supply are empirically unclear. Jacob and 
Ludwig (2012) find no increase in labor supply in 
response to the provision of housing vouchers in 
Chicago; Zhang (2025) also confirms negative labor 
supply effects for the US Housing Choice Voucher 
Program. Fetzer et al. (2023) examine the effects of 
a reduction in housing cost support in the United 
Kingdom and show an increase in homelessness. 
While the introduction of the waiting period in 
the citizen’s income will not be evaluated until 
2026, Bähr et al. (2025) discuss survey results 
among those affected and job center employees; 
seventy percent of those affected by unreasonable 
housing costs are worried about losing their cur-
rent home and plan to cover the additional costs 
from their standard rate or exempt assets if nec-
essary. Housing costs are a frequent topic of dis-
cussion in counseling sessions at job centers. The 
majority of job center employees do not believe 
that the relief provided by the waiting period 
was used for additional training and job search. 
Nevertheless, 37% of employees believe that the 
grace period has helped to avoid social hardship.33 
According to Bähr et al. (2025), the new regulations 
have also done little to simplify administration.

Assessment & recommendations:

There is currently no conclusive evaluation of 
the waiting period for accommodation costs 
introduced with the citizen’s income. It seems 

uncertain whether the goal of the waiting period, 
namely to encourage job hunting or qualifica-
tion, has been achieved. The Advisory Board is 
critical of the more generous waiting periods that 
have been introduced, particularly with regard to 
those who would not be able to afford such living 
arrangements without minimum income support. 
In addition, the higher fiscal costs34 argue against 
the waiting periods introduced with the citizen’s 
income.

3.6	 Integration into gainful employment

Current situation:

Citizen’s income is designed as a minimum 
income support for individuals who are capa-
ble of working for at least three hours per day. 
These individuals may face barriers to employ-
ment, including health restrictions, advanced age, 
poor German language skills, lack of school or 
vocational qualifications, and time commitments 
due to caring for relatives or children. Beste and 
Trappmann (2016) point out that 32% of bene-
fit recipients who are capable of working have 
two barriers to employment, and 46% have at 
least three. Bruckmeier et al. (2021b) confirm that 
among all new recipients of minimum income 
support between 2010 and 2016, excluding refu-
gees, at least 42.6% had neither vocational training 
nor a university degree. This group had the longest 
duration of minimum income support receipt.35

33	 At the same time, 14% do not see it this way or tend not to see it this way, and 49% answer 'partly/partly'.

34	 The County Council (Landkreistag) protests against the fiscal burdens and increased expenditure associated with the waiting period for housing 
(FAZ newspaper, June 21, 2025; from 2022 to 2025, expenditure rose by 34%).

35	 Among benefit recipients without placement barriers, one-third are able to take up gainful employment within a year and leave the minimum 
income support system. This probability drops by almost half with one placement barrier and by another third with multiple placement barriers 
(Beste and Trappmann 2016).
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Placing these individuals in employment is there-
fore often challenging. Parliament has therefore 
provided support measures (see §16-§16k SGB II). 
Wage subsidies and coaching, for example, can 
help. These instruments have been tested since 
2019 as part of the Participation Opportunities 
Act (Teilhabenchancengesetz). On January 1, 2023, 
following positive evaluations, these instruments 
were made permanent with the introduction of 
the citizen’s income (Achatz et al. 2024, Keitel et 
al. 2024). The target group for the “integration 
of the long-term unemployed” (§ 16e SGB II) are 
individuals who have been unemployed for more 
than 24 months; “Participation in the labor mar-
ket” (§ 16i SGB II) addresses benefit recipients who 
are distant from the labor market and who have 
received minimum income support for at least 6 of 
the last 7 years. Following the logic of wage subsi-
dies, job centers cover a significant portion of the 
wage costs for both support instruments.36 Par-
ticipants are at the same time supported through 
individual coaching.

In addition to these activation measures, the more 
cost-effective instruments under Section 16d SGB 
II (job opportunities in the additional expendi-
ture variant, known as “one-euro jobs”) continue 
to be used (Pongratz and Wolff 2023 and Wolff 
2024, 2025).37 This measure is designed to support 
unemployed individuals in re-entering the labor 
market. ‘Job opportunities’ are additional publicly 
funded jobs that are offered outside the existing 

labor market and must not displace existing jobs; 
this distinguishes the measures from the instru-
ments of the Participation Opportunities Act (§16e 
and 16i SGB II). Evaluation results for this instru-
ment suggest that it should be used with caution 
for selected individuals, as the effects are not con-
sistently positive (Pongratz and Wolff 2023).

An alternative approach to strengthening labor 
market integration lies in increasing opportunities 
to earn additional income alongside the citizen’s 
income. When introducing the citizen’s income, 
lawmakers followed the recommendations of the 
ifo-ZEW report (Peichl et al. 2023), which docu-
mented the advantages of reducing transfer with-
drawal rates for employees receiving citizen’s 
income in the income range of €520 to €2,000 
(and above). With the introduction of the citizen’s 
income, the transfer withdrawal rate for gross 
incomes in the range of €520-1,000 was reduced 
from 80% to 70% in order to (among other things) 
strengthen incentives to work and reduce the high 
effective marginal tax rates.

Assessment & recommendations:

The options for improving the labor market inte-
gration of benefit recipients must be discussed 
against the backdrop of a multitude of target 
dimensions and the broad evidence from policy 
evaluations. Depending on the weighting of the 
target dimensions, different priority measures 

36	 In the case of the “integration of the long-term unemployed,” job centers cover a flat rate of 75% of wage costs in the first year and 50% in the 
second year. The “participation in the labor market” subsidy covers the full wage costs in the first and second years of funding; from the third 
year onwards, the subsidy is reduced by 10 percentage points annually. The maximum funding period is five years. Employment relationships 
subject to social insurance contributions (excluding contributions to unemployment insurance) with private, public, and non-profit employers 
are eligible for funding.

37	 Pongratz and Wolff (2023) mention that the costs per month of support for measures under Section 16i are three times higher than those 
under Section 16d. Ortmann et al. (2025, p. 25) point to significant cuts in federal funding for subsidies under Sections 16e and 16i of SGB II in 
2024 and 2025. The additional expenditure is compensated at a rate of at least €1.00 per hour (now approx. €2.00).
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emerge. Peichl et al. (2023) discuss alternative 
designs of transfer withdrawal rates with a view 
to four main and five secondary objectives.38 
Wiemers et al. (2025) discuss possible reforms of 
additional income regulations for four conflicting 
objectives.39

Strong incentives for labor market integration can 
derive from reduced transfer withdrawal rates or 
a disadvantage for mini-job income in the cal-
culation. Depending on the design, however, this 
implies higher fiscal costs for the program and an 
increase in the number of beneficiaries. Against 
the backdrop of a macroeconomic labor shortage, 
the Advisory Board supports an approach that pro-
vides generous work incentives, as derived in the 
report for the BMAS 2023 (see Peichl et al. 2023, 
section 4.3), with more restrictive regulations in 
the areas of sanctions (cf. 3.3) and waiting periods 
(cf. 3.4 and 3.5), and a modified placement priority 

(cf. 3.2). More generous work incentives can also be 
justified by the fact that the gross income thresh-
olds at which transfer withdrawal rates change 
have hardly been adjusted since 2005. An increase 
would be conceivable here to compensate for 
inflation, even though this would increase costs. 
Another striking feature of the reform proposal 
by Peichl et al. (2023) is that it is self-financing and 
thus Pareto-improving.

As an additional “more restrictive regulation,” 
the idea of “immediate activation” developed by 
Ortmann et al. (2025), i.e., the rapid use of acti-
vation measures for new benefit recipients, also 
deserves attention. A strong signal of the obliga-
tion to cooperate could strengthen the willingness 
to cooperate and contribute to the acceptance of 
minimum income support among the general 
population.

38	 See Peichl et al. (2023 p.12): "The development of reform options took into account the main objectives (improving the financial situation 
of working recipients of minimum income support; strengthening incentives to work; avoiding effective marginal tax rates above 100%; 
increasing employment subject to social insurance contributions) and secondary objectives (no deterioration in labor market participation and 
employment volume; improved equality for women, single parents, and individuals with special limitations; efficiency in terms of the most 
favorable cost-benefit ratio possible; high transparency, ease of understanding, and administrative simplicity; high social acceptance)." (own 
translation).

39	 The authors take into account the increase in the labor supply, low fiscal costs, avoidance of short-term losers, and avoidance of new benefit 
recipients.
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When regulating how society treats individuals 
who lack the resources necessary to support them-
selves, different priorities can be set. It is in the 
overall economic interest to weigh up incentive 
mechanisms vs. concepts of solidarity.

A reform of the minimum income support system 
for job seekers (citizen’s income) is currently being 
discussed in Germany. In this report, the Advi-
sory Board has examined relevant issues against 
the background of the research literature and has 
come up with the following recommendations:

A key shortcoming of the existing minimum 
income support system is its complexity, which 
increases administrative costs and reduces accu-
racy. This is linked to the lack of harmonization of 
social welfare instruments (e.g., citizen’s income, 
child allowance, housing allowance) and their 
detailed regulations, which have negative incen-
tive effects.

As part of a reform, it makes sense to bundle the 
responsibilities for the existing transfer programs 
in a few federal ministries. At the same time, access 
to and administration of government benefits 
should be simplified as much as possible, trans-
parency should be created regarding additional 
income regulations for benefit recipients, and 
transfer withdrawal rates should be designed to 
strengthen work incentives.

The Advisory Board opposes the reintroduction of 
unconditional placement priority and advocates 
greater use of case managers’ discretionary powers. 
The Advisory Board considers the tightening of 
benefit reductions proposed by the federal govern-
ment for beneficiaries who do not fulfill their obli-
gations to cooperate to be reasonable. The Advi-
sory Board is critical of the new waiting period and 
extension of the exempt assets introduced with 
the introduction of the citizen’s income, and also 
advocates the withdrawal of the generous waiting 
periods for accommodation costs.

The focus of attention must be on integrating 
benefit recipients into the labor market.40 Here, 
the Advisory Board supports the use of positively 
evaluated support measures as well as the applica-
tion of more generous transfer withdrawal rates, 
which strengthen work incentives.41

The Advisory Board recommends combining the 
reform legislation with an evaluation mandate 
and making greater use of practical testing proce-
dures. In order for ex post evaluations to be reli-
able and informative, data at the household level 
must be made available for research purposes. It 
makes sense to combine the reform of the citi-
zen’s income with a fundamental improvement 
in research data access (for example, within the 
framework of the planned Research Data Act). The 
focus here is on sustainably improving data avail-
ability and generating the legal basis for data link-
age in line with modernized data protection.42

40	 This argument also speaks against shifting refugees from Ukraine from the citizen's income transfer program with its integration measures to 
the regulatory area of the Asylum Seekers Benefits Act. The intended retroactive adjustment leads to considerable administrative effort.

41	 A separate regulation on the eligibility of income from mini-jobs and employment subject to social insurance contributions may be useful in 
order to avoid the "mini-job trap" when integrating into the labor market.

42	 For details, see Riphahn et al. (2025) and Czaplicki (2025).
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