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New legislative term: 
Eight hypotheses for a new approach 
to hydrogen policy

1. 	INTRODUCTION

The dynamic expansion of the hydrogen market is a key element of German and European energy, 
climate action, transport and industrial policy; it strengthens the resilience of Germany as an industrial 
location and thus also of the entire German economy, and is indispensable for achieving climate neu-
trality by 2045. Climate-neutral hydrogen and its derivatives in the long term and low-carbon hydrogen 
and its derivatives for a transitional period are essential in order to sustainably reduce emissions and 
enable the transformation of industry, transport and the energy sector1.

The ramp-up of the hydrogen market, which is also driven by key German technologies, offers an indus-
trial policy opportunity to secure competitiveness in the global market, strengthen domestic and inter-
national value chains and become the technological leader ahead of the USA and China in a key area of 
the energy transition. In China in particular, the extensive and well-funded innovation and implemen-
tation policy and its economies of scale as well as the flexible requirements for the hydrogen used have 
created a competitive advantage. However, with their innovative strength, Germany and Europe have 
the potential to establish and build on a leading technological position in all core areas of the national, 
European and international hydrogen value chains. In times of geopolitical uncertainty, new partner-
ships can also be forged for mutual benefit.

One key objective must be to bring hydrogen costs down to an internationally competitive level by prio
ritising scaling, the expansion of the core and distribution network and cross-border transport infra-
structure, market development and effective instruments for closing cost gaps and hedging risks relat-
ing to volumes and price differences. For a limited transitional period, pragmatism is therefore needed 
in the production routes and in the design and development of the regulatory framework, so as not to 
hinder, rather fully enable a transition to climate neutrality by 2045.

1	 See the dissenting opinion of Verena Graichen and Christiane Averbeck.
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2. 	HYPOTHESES

2.1 IF CLIMATE ACTION, INDUSTRY AND RESILIENCE ARE CONSIDERED TOGETHER, 
HYDROGEN AND ITS DERIVATIVES ARE NEEDED.

The development of a market-ready hydrogen sector with the aim of rapidly advancing the transfor-
mation toward a climate-neutral economy while maintaining and strengthening the international 
competitiveness of the industry is key. This approach to hydrogen policy includes a commitment to a 
gradual transition toward climate neutrality, taking into account residual emissions from the produc-
tion of hydrogen, as well as robust and, as far as possible, technology-neutral funding that focuses on 
climate-neutral hydrogen and its derivatives as a long-term and strategic pillar.

A successful hydrogen strategy must be embedded in an industrial strategy that also focuses on the 
competitiveness of all industrial users. The issue of resilience and the security of energy and raw material 
supplies is essential for the entire German economy. A broad-based energy mix for a wide range of applica-
tions is indispensable for this. Hydrogen as an energy source or raw material is of crucial importance, given 
its versatility for use in industrial processes, energy storage or in combined heat and power generation, for 
example. Hydrogen and its derivatives are likewise crucial for climate neutrality in transport, especially in 
air and sea transport and in some aspects of freight transport. The development of an efficient hydrogen 
segment in the German and European energy sector and economy is therefore a strategic necessity.

2.2 THE HYDROGEN RAMP-UP PHASE IN PARTICULAR REQUIRES VERY PRAGMATIC 
APPROACHES.

Pragmatism and flexibility are required in the hydrogen ramp-up phase, particularly with regard to 
the production routes for hydrogen and its derivatives and the corresponding regulatory framework. 
Low-carbon hydrogen will also play a relevant role in the ramp-up phase of the hydrogen economy. 
The legal requirements currently set or planned by the EU as part of the ‘Low-Carbon Hydrogen’ Del
egated Act could make the European market unattractive for international suppliers of climate-friendly, 
low-carbon hydrogen and its derivatives, leaving it with little hope of success in the face of global 
demand-side competition. Transitional energy-sector and industrial regulations in German and Europe 
should be designed so as to promote, not to hinder, the reliable development of the market and ensure 
internationally comparable verifiability and fair baseline conditions with regard to climate policy and 
integrity from a sustainability standpoint.

One concrete starting point would be to extend the transitional phases and deadlines for RFNBO-
compliant and low-carbon hydrogen. In particular, there needs to be a longer transitional phase for the 
additionality2 criteria or their abolition, which are ineffective in the energy system anyway, and thus the 
possibility of using existing plants to generate renewable energy. In addition, extended deadlines for 
temporal and geographical correlation of renewable energy generation and hydrogen production would 
be helpful3. These two requirements alone increase hydrogen production costs without any recognisable 
added value and jeopardise the ramp-up. Another pragmatic approach would be to temporarily lower the 
90 % threshold for the renewable share in a bidding zone for the ramp-up phase, thereby enabling greater 
potential for sustainable hydrogen4. Particularly in view of the fact that very time-consuming fundamental 

2	 See NWR statement ‘Sustainability criteria for import projects for renewable hydrogen and PtX products’ of 29 October 
2021.

3	 See the dissenting opinion of Felix Matthes.
4	 Ibid.

https://www.wasserstoffrat.de/fileadmin/wasserstoffrat/media/Dokumente/EN/2021-10-29_NWR-Position_Paper_Sustainability_Criteria.pdf
https://www.wasserstoffrat.de/fileadmin/wasserstoffrat/media/Dokumente/EN/2021-10-29_NWR-Position_Paper_Sustainability_Criteria.pdf
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reforms of the regulatory framework could lead to further delays, an extension of the corresponding 
transitional regulations is recommended in many areas.

To establish a liquid hydrogen market, it is important to design internationally compatible and recog-
nised certification systems based on proof of sustainability and origin. Such approaches provide the 
opportunity to reduce complexity and promote market integration. Small-scale, overly complex and, 
above all, nationally orientated certification should be avoided, as was the case with biogas/biomethane, 
for example.

Similarly, pragmatic approaches are also needed for the gradual and learning-orientated design of 
the market framework for hydrogen, the diversification of hydrogen supplies and the regulation of 
infrastructure. Clear target models are needed here. In the ramp-up phase, the corresponding regula-
tions should allow considerably greater flexibility and, if necessary, ensure investor confidence through 
suitable grandfathering approaches.

In some areas, hydrogen applications will only be possible with a change in technology; in others, hydro-
gen can be used without extensive changes to the application technologies already in use. Pragmatic and 
flexible approaches will also be necessary in areas where technology can or must be changed relatively 
quickly in the context of industrial and energy sector modernisation cycles, but where the corresponding 
use of hydrogen will only take place later or gradually for cost reasons, for example.

2.3 THE FRAMEWORK CONDITIONS FOR ALL PARTS OF THE VALUE CHAIN MUST 
BECOME MUCH SIMPLER.

A particular challenge for the ramp-up of a hydrogen economy arises from the fact that a new energy 
source, which is also more expensive than existing alternatives, must be introduced at pace and under 
competitive conditions. The value chains must therefore be developed and ramped up from the outset 
under framework conditions (unbundling rules) that were designed for developed markets. The resulting 
additional complexity for the ramp-up must be made manageable in order to enable the intermeshing 
of the different parts of the value chains as well as a parallel and synchronised ramp-up.

Streamlining or cutting back on over-regulated processes will make a significant contribution to reducing 
uncertainties for all players and thus barriers to market entry at the various stages of the value chain, as 
well as enabling the different parts of the value chain to mesh together. The goal of the market economy 
must be equal opportunities across the board for hydrogen as an energy source.

The National Hydrogen Council (NWR) has highlighted possible uncertainties in the market that could 
arise due to different funding instruments such as H2Global or IPCEI. These uncertainties result from 
the simultaneous or uncoordinated promotion of production and application as well as from specific 
requirements such as the industry quota along the value chain.5 The necessary holistic view of the 
national and European funding landscape in particular has largely been lacking to date. The NWR 
recommends analysing the interaction of the various instruments in order to reduce the complexity of 
current regulation and focus on a few central instruments that reduce revenue risk and volume risk. As a 
result, SMEs must also be given easy access to funding instruments alongside large industries.

5	 See Markus Albuscheit, Florian Biniosek, Veronika Grimm, Stefan Rahim, Timo Schneider, Dennis Strempler, Johannes 
Wirth, 2025: In the jungle of public hydrogen funding in Germany: How complex instruments are shaping the market 
ramp-up.

https://papers.ssrn.com/sol3/papers.cfm?abstract_id=5213624
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=5213624
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In addition, maintaining and expanding CO2 pricing via the European emissions trading systems (ETS I 
and II) and in the context of road tolls sends an important signal that the target system is based on a 
broad market-based instrument without further complex additional structures.

2.4 THE INFRASTRUCTURE MUST BE EXPANDED IN LINE WITH FUTURE DEMAND – 
SO AS NOT TO BECOME A BOTTLENECK.

A functioning hydrogen economy needs a strong backbone: Transport, distribution, storage and import 
infrastructures (such as ports and pipeline-based import corridors) must be planned hand in hand 
and implemented swiftly. Government support and clear framework conditions are needed during the 
ramp-up phase.

The decision on the hydrogen core network in October 2024 was a key milestone. It is the basis for 
nationwide supply. Now it is important to implement the necessary investments in a needs-based, 
synchronised manner.

In order for hydrogen to reach a wider area, a distribution network is also needed to increasingly con-
nect hydrogen clusters.  In addition, over 1.8 million industrial and commercial customers are currently 
connected to the gas distribution network. This potential must be unlocked – with a new legal frame-
work that provides planning certainty and the rapid implementation of the EU’s gas and hydrogen 
package. Hydrogen storage systems are indispensable for security of supply and flexibility in the system, 
especially at the beginning of the ramp-up phase. Incentives for retrofitting and new construction are 
needed here.

Pipeline import corridors from European countries are crucial for bringing hydrogen to Germany on 
economic terms. This import infrastructure must be strategically planned and developed, and financed 
in a coordinated cross-border manner.

Both international and inland ports play a key role in the import of hydrogen and its derivatives. The 
development of port terminals, cracker facilities and other infrastructure requires viable business 
models and sustainable financing mechanisms.

At the same time, existing infrastructures for derivatives can be utilised immediately and consistently 
during the ramp-up phase.

The speed and success of the market ramp-up will depend to a large extent on whether the infrastruc-
ture for hydrogen is developed sufficiently in advance. The state has a responsibility to create planning 
certainty, facilitate investments and think about interfaces between electricity, gas, hydrogen and CO₂ 
infrastructure at an early stage – with room for regional dynamics.

2.5 HYDROGEN MUST BE TRADABLE ON LIQUID MARKETS – THIS REQUIRES RELIABLE 
DEMAND AND RELIABLE SUPPLY.

The establishment of international value chains requires coordinated efforts at national, European and 
international level to incentivise private and public investment. Effective financing instruments from 
public and private funds in the context of a coherent policy mix play a decisive role for Germany and 
Europe in the development of a sustainable hydrogen economy.
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The successful ramp-up of the hydrogen economy will only gain momentum if robust demand for 
hydrogen and its derivatives can be stimulated. The framework conditions must be created at an early 
stage so that hydrogen and its derivatives can be traded as commodities in a transparent and competi-
tive market.

In order to create long-term planning certainty for market players and investors along the entire value 
chain, there also needs to be a pull effect on the demand side that is sufficiently trusted by investors, 
for example through a sensibly designed green gas quota that is balanced in terms of distribution and 
competition policy, green lead markets or other instruments having a similar effect, with the aim of en
abling the market ramp-up on the basis of binding demand for hydrogen. Hydrogen and its derivatives 
should be eligible as part of the design of a green gas quota. Additional burdens for industry must be 
avoided. The establishment of lead markets should now begin quickly, particularly at EU level as part 
of the Clean Industrial Deal and in Germany with the upcoming infrastructure investment offensive. As 
a first step, reform of the procurement transformation package should be taken up again in the new 
legislative period and the first ‘lead market pilots’ in the mobility and energy sectors should be launched. 
For example, the introduction of the Low Emission Steel Standard (LESS) has already created a frame-
work for the development of green lead markets for climate-friendly steel.

2.6 RELIABLE FINANCING ON AS BROAD A BASIS AS POSSIBLE IS ESSENTIAL.

In order to ensure rising demand and sufficient supply, targeted instruments for state risk hedging are 
needed to enable the necessary long-term contracts for hydrogen procurement and to cushion volume 
and price risks. In addition, further instruments are needed to finance, safeguard and promote both 
import infrastructure projects and the distribution grid level.

The state must ensure that financing options are secure, for example through long-term purchase 
guarantees, differential cost subsidies and attractive interest models for companies. A particular focus 
should be on mobilising private capital. This requires the establishment of fund structures, for example. 
Attractive return and risk profiles must be guaranteed for national and international investors, such as 
insurance or pension funds, since investment is in direct competition with comparable projects.

Demand for climate-neutral hydrogen and its derivatives and the associated economies of scale will only 
materialise if the procurement costs can be reduced to a sustainable level. In addition to effective CO2 
pricing, one starting point for closing the cost gap is the introduction of long-term funding instruments 
such as contracts for difference (CfD) and the development of ‘green lead markets’.

The essential role of midstreamers is particularly important for the hydrogen ramp-up.6 For example, 
government default guarantees can ensure that necessary investments are made and that private capi
tal is also activated particularly from the outset. The extent to which existing instruments and institu-
tions could also be utilised should be examined.

6	 See NWR statement on ‘Hydrogen supply – term transformation, coordination and product structuring as essential ele-
ments of an ambitious and efficient hydrogen ramp-up’ of 19 January 2024.

https://www.wasserstoffrat.de/fileadmin/wasserstoffrat/media/Dokumente/EN/2024/2024-01-19_NWR-Statement_Midstream.pdf
https://www.wasserstoffrat.de/fileadmin/wasserstoffrat/media/Dokumente/EN/2024/2024-01-19_NWR-Statement_Midstream.pdf
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2.7 THE CONSISTENT DEVELOPMENT OF REGIONAL HYDROGEN CLUSTERS AS LEARN-
ING SYSTEMS IS KEY TO THE NATIONWIDE RAMP-UP OF THE HYDROGEN ECONOMY.

From an industrial and technology policy perspective and for resilience, it is necessary to secure the pro-
ducer capacities built up domestically and in Europe. By establishing domestic value chains and secur-
ing jobs, the competitiveness of the regions in Germany and Europe is strengthened in the long term. 
This holistic approach not only promotes synergies, but also contributes to the creation of a resilient and 
sustainable economic ecosystem that can meet the challenges of the future.

The systematic development and implementation of regional hydrogen clusters with complete value 
chains offers a promising solution for effectively integrating hydrogen and its derivatives in various 
applications such as local industry, heat supply, commerce and mobility.

By creating local projects, complex technologies along the entire value chain can be tested, demon-
strated and scaled for different stakeholders with less risk. Today, they act as innovation centres, serve 
sector coupling and are catalysts for the simultaneous defossilisation of several sectors in a region. Due 
to the further increase in the share of renewables in the German electricity system during the ramp-up 
phase, domestic hydrogen production directly linked to surplus electricity from renewables is of major 
importance.

In addition, cluster learning effects with regard to the functioning of the overall energy system enable 
a needs-orientated and efficient design of the hydrogen systems as well as the efficiency and cost-
effectiveness of the material flows produced.

2.8 THE EUROPEAN AND INTERNATIONAL COMPONENTS OF THE HYDROGEN 
RAMP-UP WILL HAVE TO PLAY A MUCH GREATER ROLE.

Despite the ramp-up of renewable energy sources, Germany will be dependent on energy imports and 
therefore also on imports of hydrogen and its derivatives.

Corresponding energy partnerships must be continued, maintained or newly established with robust 
results. Many partners in the Global South are investing significantly less in hydrogen and derivatives 
for export than was expected just a few years ago. The main hurdles are, on the one hand, their concern 
that export projects do not create enough added value in the country and, on the other hand, high cap-
ital costs due to high risk premiums. Further support for development and industrial policy-orientated, 
sustainable value-added partnerships is therefore important and at the same time increases Germany’s 
and Europe’s security of supply.

The necessary infrastructure for imports of hydrogen and its derivatives both domestically and across 
borders should be consistently developed and expanded in all directions. The aim must be to facilitate 
access to hydrogen from countries with low-cost production conditions. At the same time, it must be 
ensured that the local population also benefits from the new infrastructure. Consistent implementation 
between the various European partner countries and internationally is also expected to generate greater 
economies of scale. In addition, sufficient diversification of imports should be pursued from the outset. 
The establishment of a European hydrogen alliance could increase the resilience of the economic area 
as a whole. In this way, Germany can draw on different energy sources from its own country and interna-
tional markets and thus benefit from a broader portfolio than, for example, in the case of pure electrifi-
cation.
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3.	APPEAL: NEW THINKING FOR HYDROGEN POLICY

The necessary hydrogen ramp-up for Germany and Europe is a dynamic process, and not just in terms 
of volumes, production routes and sources of supply. The strategic approaches and the design of the 
regulatory framework as well as the initiation of a robust and liquid market will only be successful if 
as much practical experience as possible is gained in this area, if learning-orientated processes and 
arrangements are used and, at the same time, if confidence and planning certainty for investors are 
ensured as comprehensively as possible.

In addition, a coherent German and European funding and research policy is crucial for the further 
development and scaling of technologies, thereby promoting innovation and facilitating its transfer into 
industry and society. In addition to technological and methodological advances, investment in human 
capital is just as crucial in order to take responsibility for the implementation and safe operation of the 
new technologies and to create the basis for an internationally competitive hydrogen economy.

This provides opportunities, but also areas of tension, which must be made transparent and communi-
cated politically. Clear, scalable target models are needed for the hydrogen segment in the German and 
European energy sector and economy. The way to this goal can and should be achieved in learning-ori-
entated steps. Cost reductions, innovation, market growth and a high degree of investment security and 
confidence protection must take centre stage. The overarching goal remains a climate-neutral, compet-
itive and resilient economic, energy and transport system.

THE GERMAN NATIONAL HYDROGEN COUNCIL

On 10 June 2020, the German Federal Government adopted the National Hydrogen Strategy and ap-
pointed the German National Hydrogen Council. The Council consists of 25 high-ranking experts in the 
fields of economy, science and civil society. These experts are not part of public administration. The 
members of the National Hydrogen Council are experts in the fields of production, research and inno-
vation, industrial decarbonisation, transportation and buildings/heating, infrastructure, international 
partnerships as well as climate and sustainability. The National Hydrogen Council is temporarily chaired 
by Felix Chr. Matthes.

The task of the National Hydrogen Council is to advise and support the State Secretary’s Committee for 
Hydrogen with proposals and recommendations for action in the implementation and further develop-
ment of Germany’s National Hydrogen Strategy.

Contact: info@leitstelle-nws.de, www.wasserstoffrat.de/en

mailto:info%40leitstelle-nws.de?subject=
https://www.wasserstoffrat.de/en
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APPENDIX

DISSENTING OPINIONS

Verena Graichen (BUND) and Dr Christiane Averbeck (Climate Alliance Germany) on ‘Climate-neutral 
hydrogen in the long term and low-carbon hydrogen for a transitional period’ (section 1)
Hydrogen from renewable energy sources will make an important contribution to climate neutrality 
by 2045. The period until 2045 is very short, so it is important to concentrate all efforts on the ramp-up 
of green hydrogen. Blue hydrogen is based on fossil fuels and is associated with methane emissions 
during extraction and transport. Capture and storage also consume considerable amounts of energy. 
In times of scarce public funding, it makes sense to focus finances on green hydrogen, especially as the 
costs for blue hydrogen are also higher than expected, particularly with regard to capture and storage 
(CCS). A clear strategy and a focus on green hydrogen as the objective will keep risk premiums low and 
financing costs attractive. Equal treatment in the funding of and subsidies for hydrogen from non-re-
newable sources sends the wrong signal. We cannot and should not afford any further uncertainty in 
the market for green hydrogen, including as a result of any renegotiation of the Delegated Regulation 
(EU) 2023/1184.

Dr Felix Chr. Matthes (Öko-Institut) on ‘Exemptions regarding certification requirements for the geo-
graphical correlation of renewable electricity generation for hydrogen production’ (section 2.2)
The European Union has made fundamental mistakes with the criteria for additionality and tempo-
ral correlation of renewable electricity generation for hydrogen production. Particularly in the context 
of the regulatory framework for climate action and the expansion of renewable energy, these criteria 
have little to no effect on reducing greenhouse gas emissions and expanding energy generation from 
renewable energy sources, and they also make the production costs for renewable hydrogen much 
more expensive. This is all the more problematic as these regulations are ultimately only relevant until a 
largely emission-free electricity system is achieved, i.e., for a transitional process of around a decade. At 
the same time, the regulations – after a difficult and very lengthy negotiation process – are in place, and 
completely new negotiation would bring further years of uncertainty to the market. Extending the tran-
sitional periods for additionality and temporal correlation would be a minimally invasive way of correct-
ing the mistakes mentioned above and avoiding further regulatory uncertainty. However, the majority 
of the NWR has also explicitly called for a change in the regulations for the geographical relationship 
between renewable electricity generation and hydrogen production. In contrast to the aforementioned 
regulations for additionality and temporal correlation, the requirements for geographical correlation are 
sensible and necessary both now and in the long term, and there are currently no transitional regu-
lations that could be extended. This would require a much more comprehensive amendment to Del-
egated Regulation (EU) 2023/1184. If the majority recommendation were to be implemented, firstly, a 
perfectly sensible regulation would be abolished in view of the geographical correlation and, secondly, a 
longer period of uncertainty would ultimately be created for the hydrogen market. Both would be detri-
mental to necessary scale and speed of the hydrogen ramp-up.
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Dr Felix Chr. Matthes (Öko-Institut) on ‘Reducing the minimum requirements for the renewable electric-
ity generation share, where further certification requirements for additionality and temporal correlation 
of renewable electricity generation for hydrogen production no longer apply’ (section 2.2)
Implementing the majority recommendation of the NWR to temporarily reduce the 90 % threshold for 
the share of renewable electricity generation in a bidding zone for the ramp-up phase would involve 
very fundamental renegotiation of Delegated Regulation (EU) 2023/1184, also due to the corresponding 
parallel regulations for the associated emissions intensity of electricity generation in a bidding zone. 
Such recommendations are counterproductive for the hydrogen ramp-up, particularly because mini-
mally invasive alternatives are possible with regard to transitional periods for additionality and the tem-
poral correlation of renewable electricity generation for hydrogen production.


	New legislative term:  Eight  hypotheses for a new approach  to hydrogen policy
	1.  INTRODUCTION
	2.  HYPOTHESES
	3. APPEAL: NEW THINKING FOR HYDROGEN POLICY
	APPENDIX


