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The Al Act in Germany
A Test for Cooperative Federalism

Germany's Al Act implementation rests on a delicate
compromise between centralised oversight and the
constitutional autonomy of the Federal States. Its suc-
cess depends on whether coordination mechanisms
can prevent fragmented supervision and uneven
enforcement across the federal system.

On 1 August 2024, Regulation (EU) 2024/1689 of 13 June
2024 ,which lays down harmonised rules for artificial intel-
ligence (hereinafter: Al Act), entered into force. The Al Act
establishes a uniform legal framework for the develop-
ment, placing on the market, putting into service and use
of Al systems in the European Union. It is based on two
objectives: on the one hand, it aims to improve the func-
tioning of the internal market and promote the adoption
of human-centred and trustworthy Al, whilst on the other
hand, it aims to ensure a high level of protection with
regard to health, safety, and fundamental rights. To this
end, the Act adopts a risk-based approach, containing pro-
hibitions on certain Al practices and requirements for high-
risk Al systems, as well as transparency provisions. Struc-
turally, the Regulation is a harmonisation act in the field of
product safety law based on the “New Legislative Frame-
work”. Notably, in addition to protecting the traditional
legal interests of “health and safety” under product safety
law, it is also intended to safeguard fundamental rights.
This reflects the fact that Al systems can affect funda-
mental rights in ways that previous technologies could
not. For example, Al-powered social bots can be used to
directly influence democratic discourse online, while
increasingly autonomous Al agents pose novel threats to
personal data.

This gives rise to entirely new challenges for national and
European legislators, as well as for the standardisation
organisations mandated to specify the legal requirements,
as the difficult path towards national implementation
illustrates.

The draft of the German implementation act

Although the Al Act as an EU regulation pursuant to Art.
288 (2) TFEU is directly applicable, it gives rise to consider-
able national implementation requirements. Art. 70 of the
Al Act requires Member States to designate at least one
notifying authority and one market surveillance authority
by 2 August 2025. Furthermore, penalty provisions must
be adopted (Art. 99 (1) Al Act) and at least one regulatory
sandbox must be established (Art. 57 Al Act). Germany has
been unable to meet this deadline, partly due to the dis-
ruptions associated with the recent change of govern-
ment. The former government had released a proposal as
early as December 2024, but due to the principle of discon-
tinuity, whereby all proposals not adopted by the previous
Bundestag must be reintroduced and debated, the current
government's first proposal was not introduced until
September 2025.

Against this background, Germany's approach to imple-
menting the Al Act involves an attempt to balance three
competing policy objectives: effective and coherent
market surveillance, respect for the federal constitutional
order, and the promotion of innovation. This balancing
exercise is reflected in the draft “Al Market Surveillance
and Innovation Promotion Act” (KI-Marktiberwachungs-
und Innovations-férderungsgesetz, KI-MIG), which opera-
tionalise the requirements of the Al Act while adapting
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them to Germany's institutional landscape. As of 27 May
2026, the draft bill is still mired in the legislative consulta-
tion process.

At the core of the German approach lies a hybrid gov-
ernance model. Rather than establishing a new supervis-
ory authority, the government is proposing to designate
the Federal Network Agency (Bundesnetzagentur, BNetzA)
as the central market surveillance authority. This reflects a
broader political preference for an “innovation-friendly”
and institutionally-streamlined implementation. By build-
ing on an existing authority with experience in regulating
complex technical infrastructures, Germany aims to avoid
administrative duplication and ensure rapid operational
readiness. The BNetzA is intended not only to oversee
compliance with the Al Act, but also to function as a central
point of contact and complaints body.

However, this centralisation is deliberately limited. Ger-
many will preserve sector-specific oversight where it
already exists, most notably by retaining the Federal Fin-
ancial Supervisory Authority's (Bundesanstalt fiir Finan-
zdienstleistungsaufsicht, BaFin) competence for Al sys-
tems in the financial sector (§ 2 (3), (4) KI-MIG). Addition-
ally, existing market surveillance authorities in harmon-
ised product sectors retain their responsibilities. This
reflects the pragmatic recognition that Al systems are
often embedded in sector-specific regulatory contexts,
and that existing expertise should not be displaced. Con-
sequently, Germany will adopt a networked supervisory
structure rather than a fully centralised model.

A key institutional innovation is the establishment of the
Independent Al Market Surveillance Chamber (Unab-
hangige KI-Marktiberwachungskammer, UKIM) within the
BNetzA (§ 2 (5) KI-MIG). This body is to be responsible for
overseeing particularly sensitive, high-risk Al systems,
including those used in law enforcement, border control,
the administration of justice, democratic processes, and
certain biometric applications. Its design is intended to
ensure independence in areas with significant funda-
mental rights implications. At the same time, its jurisdic-
tion is carefully circumscribed: where Al systems are
developed or used by public authorities of the Ldnder
(Federal States), supervisory competence remains at the
state level (§ 2 (6) KI-MIG). This limitation directly
addresses constitutional concerns raised during the legis-
lative process, in particular regarding the constitutional
principle that state authorities should not be subject to
federal oversight (“Ldnder autonomy”). Earlier proposals
for stronger centralisation were met with resistance from
several Ldnder and data protection authorities, which
argued that federal oversight of state authorities' use of Al
systems in areas such as law enforcement and justice
would infringe the autonomy of the Ldnder. The current
draft therefore reflects a compromise: while the BNetzA
acts as a coordinating hub, supervisory powers remain
distributed across federal and state levels. While this
approach preserves constitutional balance, it introduces
practical complexity and risks of fragmentation.
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To address these challenges, the draft law places a strong
emphasis on coordination and capacity-building. The
planned Coordination and Competence Centre
(Koordinierungs- und Kompetenzzentrum fiir die Kl-Veror-
dnung, KoKIVO), which is also located within the BNetzA, is
intended to support cooperation between the relevant
authorities, provide technical expertise, and facilitate
stakeholder engagement (§ 5 KI-MIG). Its mandate
includes coordinating enforcement practices and enga-
ging with civil society, industry, academia and the Lénder.
The effectiveness of Germany's multi-level governance
model will depend heavily on the success of these coordin-
ation mechanisms.

In parallel, Germany places significant emphasis on sup-
porting innovation. The BNetzA has been entrusted with
advisory functions and tasked with establishing regulatory
sandboxes, which are intended to allow companies and
research institutions to test Al systems under regulatory
supervision. The preferential access granted to research
institutions and their spin-offs highlights Germany's ambi-
tion to strengthen its position as a hub for Al development.
This innovation-oriented approach complements the reg-
ulatory framework and seeks to ensure that compliance
requirements do not hinder technological progress unne-
cessarily.

Finally, Germany's approach also includes establishing a
differentiated enforcement regime. The draft introduces a
detailed catalogue of administrative offences for viola-
tions of documentation, information and cooperation
obligations under the Al Act. While national fines are com-
paratively moderate, they operate alongside the signific-
antly higher sanctions imposed under the Al Act itself. The
German approach thus prioritises operational feasibility
and legal clarity in enforcement.

Overall, Germany's position can be described as a com-
promise between constitutional conformity and opera-
tional effectiveness. It combines partial centralisation with
federal decentralisation, embeds Al oversight within exist-
ing regulatory structures and complements enforcement
with coordination and innovation support. Although this
model is both constitutionally sound and institutionally
pragmatic, its success will depend on whether it can
ensure consistent and effective supervision across a com-
plex, multi-actor governance system.

Recommendations for Germany's implementation of
the Al Act

1. Ensure efficient oversight while preserving federal
autonomy

Germany should maintain its decision to designate the
BNetzA as the central market surveillance authority under
the Al Act. Due to the cross-sectoral and cross-border
nature of Al systems, a central authority is the most suit-
able way to ensure coherent supervision, consolidate
scarce technical expertise, and avoid unnecessary duplic-
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ation of administrative structures. In this respect, the
German approach is rightly guided by institutional prag-
matism and operational feasibility.

However, the current draft leaves unresolved whether an
appropriate balance can be struck between the constitu-
tional concerns of the Ldnder and the practical need for
uniform enforcement. Germany should therefore preserve
the federal compromise, but strengthen it through more
robust coordination mechanisms. In particular, the
KoKIVO should be given a clearer mandate to develop and
publish uniform interpretative guidance, and to support
more consistent enforcement practices across federal and
state authorities. Without such coordination, Germany
risks fragmented supervision, legal uncertainty and com-
petitive disadvantages for providers operating nation-
wide.

2. Retain and strengthen an innovation-friendly
approach

In addition, Germany should further develop its innova-
tion-friendly approach. Regulatory sandboxes can make
an important contribution, but only if they are designed
as practical compliance instruments rather than merely
experimental spaces. They should therefore be closely
linked to compliance support, particularly for SMEs, start-
ups, and research-based spin-offs. Similarly, a structured
pre-submission dialogue with the BNetzA would enable
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companies to address regulatory uncertainty early and
reduce the risk of costly compliance failures.

3. Support the reformation of the European standard-
isation system

Finally, Germany should treat technical standardisation as
a strategic priority in Al governance. Harmonised stand-
ards are indispensable for the practical implementation of
the Al Act, particularly for SMEs and start-ups without
extensive legal or compliance resources. However, the cur-
rent legal and policy debate on access to standards, partic-
ularly in light of the CJEU's Malamud judgment (Case C-
588/21 P), risks undermining the functioning of the private
European standardisation system. A general obligation to
provide free access to harmonised standards may weaken
incentives for private standard-setting organisations and
thus jeopardise the quality and efficiency of their develop-
ment. Germany should therefore advocate careful reform
of access to harmonised standards, while preserving the
features that have made the private European standard-
isation system a reliable source of trust and technical har-
monisation for European industry and beyond: fast devel-
opment cycles, a vast pool of industry experts, and lean,
consensus-based processes.
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