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Energy crisis accelerates structural change, but no broad de-
industrialisation to be expected

e Energy prices will fall again in the coming years, but will not return to pre-crisis lev-
els.

e This will accelerate the ongoing structural transformation driven by decarbonisa-
tion. However, a broad deindustrialisation is not to be expected.

e Public support measures should not aim to maintain the status quo, but support vi-
able companies and the transformation of industries.

e Accelerating the expansion of renewable energies will reduce companies' energy
costs in the medium term and strengthen their competitiveness.

Wiesbaden, 09.11.2022 — Energy prices will come down in the years ahead. However, in
the medium term they will remain above the level of past years and thus above the price
level in many other regions of the world.

The extent to which companies in Germany are affected by the high energy prices varies
considerably. Energy intensity differs greatly not only between but also within individual
sectors. While energy costs account for only about 1 % of production costs in many compa-
nies, high energy prices are a significant strain for the most energy-intensive sectors of the
economy, such as the metal industry, the production of glass and ceramics, as well as the
production of the most energy-intensive basic chemicals. Companies in these sectors often
face competition with businesses operating outside of Europe and are therefore less able to
pass through cost increases to product prices.

The current energy crisis thus increases the pressure on companies to reduce their energy
intensity and accelerates the ongoing structural changes. The energy intensity of the Ger-
man economy has been declining since the oil price crises of the 1970s. This was driven by
two developments: Less energy-intensive industrial sectors have gained slightly in im-
portance. And, above all, energy efficiency has increased in various industries. If the gov-
ernment and companies choose the right course, a broad de-industrialisation of Germany is
not to be expected.

"Unlike in the coronavirus pandemic, government support measures should not aim at
maintaining the status quo ante. Rather, they need to provide assistance to those compa-
nies that have a viable business model given the energy prices expected in the medium and
long term in Germany and Europe," explains Monika Schnitzer, chair of the GCEE.

The availability of affordable, low-carbon energy will reduce the energy costs of German
companies in the medium term and strengthen their competitiveness. This requires hydro-
gen imports, the expansion of renewables, investment in expanding the energy infrastruc-
ture as well as the flexibilisation of energy demand.



Natural gas prices likely to remain elevated in Europe in the medium term
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The German Council of Economic Experts (GCEE) provides support to policymakers and the gen-
eral public on questions and matters of economic policy. It was founded as an independent body
in 1963 and currently consists of the council members: Professor Dr. Veronika Grimm, Professor
Ulrike Malmendier, Professor Dr. Dr. h.c. Monika Schnitzer (chair), Professor Dr. Achim
Truger and Professor Dr. Martin Werding. By publishing regular reports, the GCEE aims to help
the general public and decision-makers in politics, business and society to form a reasoned opin-
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ion on economic policy developments in Germany.

Further information on the German Council of Economic Experts and its publications are availa-

ble at http://www.sachverstaendigenrat-wirtschaft.de/en or follow us on Twitter @GCEE_en.
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