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As Germany relaunches its national strategy on hydrogen, its current government pushes for a pragmatic approach that
eases legal and administrative barriers. If done properly, this push can help realize hydrogen’s potential to play a crucial role
in decarbonizing industry. However, when simplifying processes, the government should not abandon the successes made
in supporting a global market for green H2. Doing so weakens German credibility on international energy policy and creates

space for China.

Germany’s previous government - the
so-called traffic light coalition of Social
Democrats, Greens, and Free Democrats
under Chancellor Olaf Scholz - posi-
tioned the country as a key actor in de-
carbonizing the global trade of hydrogen
(H2). Broadly speaking, this is sensible.
Clean hydrogen plays an irreplaceable
role in decarbonization, especially for
heavy industry. The latter point is par-
ticularly relevant for Germany and the
global energy market. Germany needs
clean energy imports to decarbonize
its heavy industry, and the global mar-
ket needs an advanced economy willing
to pay for this energy to create the cost
benefits of economies of scale.

As these efforts have not fully material-
ized, the current German government
under Chancellor Friedrich Merz is look-
ing to revise the approach. On October1,
the draft Hydrogen Acceleration Act
was adopted by the Federal Cabinet
and will now move to further debate by

the country’s two legislative bodies, the
Bundestag and the Bundesrat. This leg-
islation aims to dramatically accelerate
the buildup of hydrogen infrastructure in
Germany. It consolidates previous legal
texts into one act that prioritizes deploy-
ment and removes bureaucratic barriers.

It also serves as one of the first major
developments since the Federal Min-
istry of Economic Affairs and Energy
published a monitoring report in which
Minister Katherina Reiche called for a
more pragmatic and realist approach to
scaling H2 in Germany. As I detail below,
this coincides with a series of setbacks
for H2 ambitions occurring in Germany
and internationally. I argue that, when
implementing the Hydrogen Accelera-
tion Act, it will be crucial for the German
government to keep ambition on global
green hydrogen alive amid its pragmatic
efforts to build the H2 economy in Eu-
rope. I close with four recommendations
on how it can do so.

WHAT THE DRAFT
LEGISLATION
ACCELERATES

The draft Hydrogen Acceleration Act
includes a series of significant legal and
administrative changes that cover the
entire H2 supply chain, including im-
ports, production, storage, and distri-
bution and transport systems.

The proposed legal changes show that
the Merz government will prioritize de-
ploying hydrogen infrastructure. This
legislation would provide so-called over-
riding public interest for projects that
produce, store, import, or transport
hydrogen. Other changes that aim to
reduce legal delays include fast-track-
ing judicial review and eliminating
automatic delays. The former means
that major projects will be automati-
cally referred to a higher court at the
first case of judicial review, while the
latter means that projects will no longer


https://publications.jrc.ec.europa.eu/repository/handle/JRC131299
https://publications.jrc.ec.europa.eu/repository/handle/JRC131299
https://www.bundeswirtschaftsministerium.de/Redaktion/DE/Downloads/W/wasserstoffbeschleunigungsgesetz-gesetzentwurf-der-breg.pdf?__blob=publicationFile&v=4
https://h2-news.de/politik/reiche-fordert-pragmatischen-h2-hochlauf-und-lockerung-der-eu-vorgaben/
https://h2-news.de/politik/reiche-fordert-pragmatischen-h2-hochlauf-und-lockerung-der-eu-vorgaben/
https://h2-news.de/politik/reiche-fordert-pragmatischen-h2-hochlauf-und-lockerung-der-eu-vorgaben/
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be automatically delayed amid a pend-
ing appeal or lawsuit. These changes,
among others, give projects a higher
chance of being realized as they allow
them to receive priority over other in-
terests during assessment. With less risk
from time intensive legal disputes, they
will also move forward more quickly.
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electricity to power electrolyzers. The
draft legislation supports this by removing
the explicit preference that favors green
hydrogen. While this may provide devel-
opers with some flexibility and simplicity,
it also risks undermining industrial decar-
bonization - the primary reason for devel-
oping a hydrogen economy to begin with.

Pragmatic efforts to keep the
rollout of hydrogen moving
forward are needed

The changes to administrative procedures
and timelines reinforce the legal adjust-
ments. Proposed amendments in various
energy, mining, and water laws aim to
consolidate and simplify planning proce-
dures while providing shorter deadlines
for relevant approval authorities and sim-
plifying the processes for pipeline con-
version. This general effort to reduce
bureaucracy is supported by a broad
mandate to digitalize all procedures for
project approval and planning. Together,
these changes would reduce the overhead
and risks of unnecessary delay, making it
easier and faster for developers to draft
and implement H2 projects.

REALITY CHECK
ON EUROPEAN
HYDROGEN DREAMS

All these changes are proposed amid Min-
ister Reiche’s broader effort to put the
German government in a position to give
the EU’s green H2 ambitions a “reality
check” She has generally called for going
beyond just renewable based hydrogen
- opting for a more “flexible” and “tech-
nologically neutral” approach. For exam-
ple, she has pushed for revising hydrogen
frameworks at the EU level to allow for a
higher share of gas and even coal-based

However, these actions are part of a
broad attempt to reverse a trend. Proj-
ects across Germany have been can-
celled, including green H2 production
sites in Essen and green steel plants in
Bremen that were backed by €1.3 billion
in federal subsidies. These projects are
notisolated. An October report from the
Federal Court of Auditors found the that,
despite more than €7 billion in subsidies
in 2024 and 2025, supply and demand
are both falling well below expectation.
Research from Odenweller and Ueckerdt
shows this to be in line with a rising gap
in ambition and implementation as only
7 percent of the global green hydrogen
capacity that has been announced has
been finished on schedule.

There are several reasons for this. Initial
targets were arguably formed without
taking full account of the state of play
and the technical limitations of scaling
production and transport. Green H2 was
starting from a negligible baseline so,
arguably, it was never possible to scale
as quickly as something like modularized
solar panels, which can be plugged into
existing grids. At the same time, indus-
trial actors raised expectations by lobby-
ing for broad adoption. However, the end
use of H2 is a crucial detail. Green H2 is
heavily reliant on robust CO2 pricing to

compete with conventional fuels. Even
then, it will likely never be competitive in
applications for which alternatives such
as direct electrification are possible. For
example, electric vehicles are twice as
efficient at using renewable electricity as
hydrogen vehicles and up to four times
more effective at converting energy into

propulsion than gasoline vehicles.

BALANCING PRAGMATISM

To an extent, pragmatic efforts to keep
the rollout of hydrogen moving forward
are needed because H2 will play a pivot-
al role in the energy transition. Simply
put, it is conventionally impossible to
decarbonize some sectors and processes
without a molecule input like hydrogen.
Many industries, such as chemical pro-
duction, are key for economic and stra-
tegic reasons. They provide high paying
jobs, are naturally R&D intensive, and
provide outputs for both civilian and
military end uses - for example, muni-
tions and pharmaceuticals. Some form
of hydrogen network will be required to
allow Europe to keep this capacity amid
decarbonization. Mitigating the risks
associated with outsourcing strategic
production is crucial, especially at a time
defined by converging crises.

A degree of pragmatism also supports
strategic autonomy. European firms
like Germany’s Thyssenkrupp Nucera
and Sunfire SE are still competitive in
this technology - despite increasing
competition from China. In a similar
case with other renewable technolo-
gies, Chinese production has emerged
rapidly, reaching 60 percent of glob-
al manufacturing capacity by 2025. In
this context, there is a real risk that -
without support - China will consoli-
date this technology. Yet, Europe still has
an opportunity to prevent being totally
eclipsed. Building projects with Euro-
pean technology where possible sup-
ports European industry and reduces
dependence on foreign technology at
a time when energy inputs are increas-
ingly weaponized. Moreover, hydrogen



https://www.h2-international.com/politics-and-law/germany-german-energy-minister-plans-shaping-hydrogen-ramp-based-demand
https://table.media/en/europe/news-en/energy-transition-monitoring-reiche-wants-to-overhaul-eu-hydrogen-policy
https://table.media/en/europe/news-en/energy-transition-monitoring-reiche-wants-to-overhaul-eu-hydrogen-policy
https://www.heise.de/en/news/Economics-Minister-Reiche-no-longer-gives-green-hydrogen-priority-10479335.html
https://www.heise.de/en/news/Economics-Minister-Reiche-no-longer-gives-green-hydrogen-priority-10479335.html
https://fuelcellsworks.com/2025/07/04/hydrogen-infrastructure/e-on-deprioritises-hydrogen-cancels-20mw-plant-in-essen-amid-spate-of-german-industry-setbacks
https://fuelcellsworks.com/2025/07/04/hydrogen-infrastructure/e-on-deprioritises-hydrogen-cancels-20mw-plant-in-essen-amid-spate-of-german-industry-setbacks
https://corporate.arcelormittal.com/media/news-articles/arcelormittal-europe-urges-faster-implementation-of-steel-and-metals-action-plan
https://corporate.arcelormittal.com/media/news-articles/arcelormittal-europe-urges-faster-implementation-of-steel-and-metals-action-plan
https://www.bundesrechnungshof.de/SharedDocs/Pressemitteilungen/DE/2025/wasserstoffstrategie.html
https://www.sciencedirect.com/science/article/abs/pii/S2210422423000023?via%3Dihub
https://www.sciencedirect.com/science/article/abs/pii/S2210422423000023?via%3Dihub
https://www.transportenvironment.org/topics/energy/hydrogen-efuels
https://www.transportenvironment.org/topics/energy/hydrogen-efuels
https://www.fueleconomy.gov/feg/atv-ev.shtml
https://www.fueleconomy.gov/feg/atv-ev.shtml
https://www.fueleconomy.gov/feg/atv.shtml
https://www.cell.com/one-earth/fulltext/S2590-3322(24)00037-X
https://www.cell.com/one-earth/fulltext/S2590-3322(24)00037-X
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itself is also increasingly seen by com-
panies such as Rheinmetall as a means
to make European armed forces less im-
port dependent. In this context, Europe
retains several advantages for building a
competitive hydrogen ecosystem in the
long run. Across the continent, there is
an abundance of high quality solar and
wind. Pairing their development with
electrolyzers allows Europe to optimize
regional energy resources with a flexible
energy carrier. Countries like Germany
also benefit from a highly skilled work
force that can build the necessary infra-
structure and a cost of capital for new
energy projects that remains lower than
in emerging markets.

RESISTING A TOTAL
BACKSLIDE ON
GREEN HYDROGEN

It is more important than ever that the
German government avoids a collapse in
global green H2 ambitions. There is a big
difference between simplifying rules to
kick-start a stalling sector and providing
overly generous provisions for the incum-
bent gas industry. The emissions budget
- and the Carbon Clock for 1.5°C - is al-
ready almost gone, making an overshoot
all but certain. A significant disruption in
green H2 buildup will only worsen these
conditions by delaying or diverting in-
vestments needed to decarbonize hard
to abate sectors.

Furthermore, the 2025 Global Hydro-
gen Review of the International Energy
Agency (IEA) shows that, since 2021, elec-
trolyzer manufacturing capacity has in-
creased sixfold, installed electrolyzer
capacity has increased ninefold, and low
emission hydrogen production has grown
by 60 percent. While these numbers come
from a low baseline, they do illustrate
general upward trends that have been
accompanied by an unprecedented mix of
scientific studies and innovative business
models from the private sector.

As a major energy importer, Germany
plays a pivotal role in maintaining this
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momentum. When it adopted its National
Hydrogen Strategy in June 2020, Germany
set one of the most important interna-
tional benchmarks for the green hydro-
gen trade. Emerging economies looking
to export green energy pegged their ex-
port and investment strategy around this
development. It was reinforced by for-
eign policy initiatives such as H2-Diplo
that established offices to help key coun-
tries consolidate their green hydrogen
strategies and partner with Germany.
Walking away from these successes will
undermine confidence in the fledgling
hydrogen sectors far beyond Europe. If
Germany will not stick to these criteria,
there is little likelihood of others doing so
either as there will be no major off taker
willing to pay for projects that meet strict
emissions criteria. If these projects never
come online, we may lose the opportu-

RECOMMENDATIONS

Amid this flagging confidence, Germany
can play a decisive role in maintaining
global momentum in green hydrogen
deployment while securing its own en-
ergy transition. To do so, it should:

Avoid infrastructure investments that
prolong a significant import dependen-
cy on natural gas. Asymmetrical natural
gas import dependency has already ex-
tracted an irreparable toll on Germany.
Avoiding repeating this is paramount.
Accordingly, producing hydrogen with
an imported resource does not make
sense in the long term because it fur-
ther cements gas dependency. Building
a hydrogen economy on gas-based hy-
drogen will only weaken German energy
security.

Germany can play a decisive
role in maintaining global
momentum in green hydrogen
deployment while securing its
own energy transition

nity to get green hydrogen in the future.

In the last month alone, Chile has an-
nounced plans to scale back green
hydrogen production targets, while
German energy company RWE with-
drew from projects in Namibia and
deployment in Egypt has stalled. Flag-
ging investor confidence raises con-
cerns. Research recently published in
nature energy has shown that European
demand is key for competitive pricing
because it derisks the cost of capital.

Retain green criteria for some key
sectors, such as steel and chemicals,
through lead markets. Despite their
case for scaling green H2 demand, lead
markets have thus far been largely un-
derutilized. However, as green criteria
are being rolled back more broadly, peg-
ging some portion of demand through
lead markets can serve as a measure to
maintain an incentive for projects with
high-ambition green H2.

Reaffirm and expedite hydrogen part-
nerships with strategic producers.
Wavering prospects for Germany’s role
in the global green hydrogen trade are


https://www.hydrogeninsight.com/production/prepared-to-start-immediately-rheinmetall-picks-green-hydrogen-partner-for-military-e-fuels-network/2-1-1895104
https://www.hydrogeninsight.com/production/prepared-to-start-immediately-rheinmetall-picks-green-hydrogen-partner-for-military-e-fuels-network/2-1-1895104
https://www.iea.org/data-and-statistics/charts/cost-of-capital-by-project-type-in-selected-countries-2022
https://www.iea.org/data-and-statistics/charts/cost-of-capital-by-project-type-in-selected-countries-2022
https://www.pik-potsdam.de/en/institute/departments/climate-economics-and-policy/carbon-clock/remaining-carbon-budget
https://iea.blob.core.windows.net/assets/12d92ecc-e960-40f3-aff5-b2de6690ab6b/GlobalHydrogenReview2025.pdf
https://iea.blob.core.windows.net/assets/12d92ecc-e960-40f3-aff5-b2de6690ab6b/GlobalHydrogenReview2025.pdf
https://iea.blob.core.windows.net/assets/12d92ecc-e960-40f3-aff5-b2de6690ab6b/GlobalHydrogenReview2025.pdf
https://h2diplo.de/
https://www.tradingview.com/news/reuters.com,2025:newsml_L2N3VI0RO:0-chile-to-scale-back-green-hydrogen-production-targets-amid-global-slowdown-minister-says/
https://www.tradingview.com/news/reuters.com,2025:newsml_L2N3VI0RO:0-chile-to-scale-back-green-hydrogen-production-targets-amid-global-slowdown-minister-says/
https://www.tradingview.com/news/reuters.com,2025:newsml_L2N3VI0RO:0-chile-to-scale-back-green-hydrogen-production-targets-amid-global-slowdown-minister-says/
https://360mozambique.com/world/africa/namibias-green-hydrogen-drive-faces-new-challenges/
https://360mozambique.com/world/africa/namibias-green-hydrogen-drive-faces-new-challenges/
https://www.hydrogeninsight.com/policy/green-hydrogen-industry-in-egypt-is-stalled-due-to-financing-difficulties-lack-of-demand-and-grid-issues-gh2/2-1-1873319
https://www.nature.com/articles/s41560-025-01768-y
https://www.nature.com/articles/s41560-025-01768-y
https://hydrogeneurope.eu/wp-content/uploads/2025/06/2025.06_GreenLeadMarketspaper_H2Europe-1.pdf
https://hydrogeneurope.eu/wp-content/uploads/2025/06/2025.06_GreenLeadMarketspaper_H2Europe-1.pdf
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troubling. Germany remains an ener-
gy importer and this will not change.
Multilateral trade architecture, fair
technology markets, and cross-border
infrastructure will be crucial if Germany
hopes to tap into robust global markets.
Withdrawing from this space gives China
room to create further asymmetrical en-
ergy relations with the best producers.
Non-EU exporting countries need a
clear and stable regulatory framework
to justify private investments and gov-
ernment support. The EU and Germany
must be more strategic and consider
how green trade and European private
capital helps accelerate the develop-
ment of a global green energy network
- a network that will be essential for
providing Germany with secure clean
energy in the long term.

Prioritize reforming efforts to develop
regional renewable electricity infra-
structure that enables cost effective
gains from energy efficiency and direct
electrification. The Federal Court of
Auditors calls for a Plan B so that Ger-
many’s climate obligations can be met
even without a scaled hydrogen market.
Electricity should be the primary alter-
native because it is a more cost compet-
itive way to decarbonize than hydrogen
in many end uses. However, electrify-
ing processes is capital intensive and
requires a lot of affordable electricity.
Offshore wind in the North and Baltic
Seas is one of the only nearby sources
that can reliably provide the volumes of
power needed. However, deployment
has stalled. In August 2025, a 2.5 GW
tender did not receive any proposals
while a finished 1 GW project has been
waiting for a year to connect to the grid.
In this context, Germany’s Federal Min-
istry of Economic Affairs and Energy
should prioritize reinforcing the power
grid and reforming the relevant procure-
ment processes so that these resources
can be brought into the system to help
electrify heavy industry.
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