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Abstract

Germany’s Energy Transition, Economic Growth, and Fossil

Fuel Dependence: An Analysis through the Lens of Greenflation

Kim, HyunJung

This study examines the impact of Germany’s energy transition policy on
economic growth and fossil fuel dependence, focusing on the evolving debate
surrounding “greenflation.” While the energy transition has long been framed as
a climate and sustainability project, the post-2022 energy crisis has redefined it
as a core issue of economic security. In Germany, the rapid expansion of
renewable energy coincided with increased structural reliance on natural gas,

exposing vulnerabilities when international gas prices surged following the Russia

—Ukraine war.

Drawing on statistical evidence and policy developments, the paper highlights
the strong linkage between natural gas prices and electricity prices, demonstrating
how energy price volatility can transmit macroeconomic shocks to industrial
competitiveness and economic performance. The initial greenflation debate
emphasized rising renewable installation costs and supply chain pressures.
However, recent developments reveal a shift toward the internalization of
“security costs” in energy pricing, as governments increasingly seek to retain
carbon-neutral industries within national borders amid intensifying subsidy

competition.

The analysis further explores how Germany’s policy adjustments—including
fiscal interventions, electricity market reforms, and industrial electricity pricing
debates—reflect a broader transformation of energy transition policy from an

environmental agenda to a strategic economic domain. Based on these findings,
the paper draws implications for South Korea, arguing that the critical challenge

lies not in the pace of transition but in the institutional design of cost allocation
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and price stabilization mechanisms. Ultimately, the success of energy transition
policy depends less on short-term price levels than on the structural management

of transition costs and economic uncertainty.



