
Journal of Security and Sustainability Issues www.lka.lt/index.php/lt/217049/
2011 1(1)

The General 
Jonas Žemaitis 
Military Academy 
of Lithuania

Ministry  
of National Defence  
Republic of Lithuania

World Institute for 
Engineering and 
Technology Education

Energy 
Security 
Center

University of Salford  
A Greater Manchester  
University

JOURNAL OF SECURITY AND SUSTAINABILITY ISSUES
ISSN 2029-7017 print/ISSN 2029-7025 online

2017 March Volume 6 Number 3
http://dx.doi.org/10.9770/jssi.2017.6.3(1)

Ministry  
of National Defence  
Republic of Lithuania

University of Salford  
A Greater Manchester  
University

The General 
Jonas Žemaitis 
Military Academy 
of Lithuania

NATO Energy 
Security
Centre  
of Excellence

Vilnius Gediminas  
Technical University

SECURE DEVELOPMENT OF COUNTRY AND COMPETITIVENESS ISSUES:  
CASE OF GERMANY’S ENERGY SECURITY 

Yuriy Bilan1, Wadim Strielkowski2, Rolf Karbach3, Grzegorz Mentel4

1 Research Associate, Centre of Applied Economic Research, Faculty of Management and Economics,  
Tomas Bata University in Zlin, 5139 Mostni Str., Zlin, 760 01, Czech Republic 

 2University of Cambridge, 13 Trumpington street, CB2 1AG, Cambridge United Kingdom 
3 Department of Management and Human Resource Development, Faculty of Social and economic relations,   

University of Alexander Dubcek in Trencin, Študentská 1638/3, 911 50 Trenčín,  Slovakia
4 Rzeszów University of Technology, Faculty of Management, al. Powstańców Warszawy 12 35-959 Rzeszów, Poland

E-mail: 1yuriy_bilan@yahoo.co.uk, 2strielkowski@cantab.net; 3Rolf.Karbach@fh-zwickau.de; 4mentel@prz.edu.pl

Received 20 September 2016; accepted 20 December 2016

Abstract. Security and competitiveness are two very important aspects of the economic and political development of every country. In 
the 21st century, one of the key drivers of most economies in countries throughout the world is energy. Different countries adopt differ-
ent measures so as to ensure their security and competitiveness through the effective energy policies that make traditional and renewable 
resources adequately available hence eliminating the possibilities of shortages. Our paper takes up the case study of Germany as one 
of the wealthiest and most developed economies in the European Union which also occupies the first positions in the charts of energy 
uptake and consumption. German policy-makers realize its vulnerability when it comes to energy security and attempt to diversify its 
energy competitiveness using the renewable sources of energy (for instance via the adoption of the Erneuerbare-Energien-Gesetz or 
the “Renewable Energy Act” (EEG)). We analyze the issues of energy security and competitiveness of a country using an example of 
Germany. Moreover, we describe what challenges the renewable energy sources (RES) might bring into the conventional game and how 
this might influence the competitiveness and security.
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1. Introduction

In the 21st century, one of the key drivers of most economies in countries throughout the world is energy. As 
such different countries have adopted different measures so as to ensure their security and competitiveness 
through the effective energy policies that make traditional and renewable resources adequately available hence 
eliminating the possibilities of shortages.

A common platitude in the contemporary world is the essence of security, and the vital role it plays in the eco-
nomic development of any nation. In the absence of security, development is unlikely to occur. The reverse is 
also true. Conversely, a society with no access to their country`s resources is at a risk of facing many problems. 
This paper has an aim of establishing the factors surrounding the secure development of a country. Currently 
the issue of energy security has become a matter of concern for a country that is focusing on secure develop-
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ment (Balitskiy et al., 2016). Energy security mainly focuses on the efforts to provide affordable and reliable 
sources of fuels, both for generation of electricity and transport (Asif and Muneer, 2007). It can also refer to 
the uninterrupted available of energy sources (Ferreira et al., 2013). This form of security can be divided into 
two. The first part, long-term energy sources focuses on investments to supply energy which are in line with 
economic development of a nation and also adhere to environmental needs (Stern, 2014; Štreimikienė and 
Kasperowicz, 2016). The second part which is the short term energy mainly deals with the abrupt changes that 
affect the energy system and its capacity to react on time (Koohi-Kamali et al., 2013).

Majority of the developing nations globally are highly reliant on external energy sources. Their main focus is 
on ensuring a secure source of obtaining such energy from a diversified network in order to avoid shortage. 
The risk of deficiency is likely to stall development. Meeting the basic household requirements is a major focus 
point for most economies (Correlje and Van der Linde, 2006). These issues are also on the table in the European 
Union (EU). For quite some time now, the EU has been seeking variable solutions for securing the stable and 
steady sources of energy (gas, coal, or other, perhaps, renewable and viable sources of energy) for its Member 
States thus ending the situation in which it has to face insecurity and uncertainty associated with the necessity 
to buy energy elsewhere or to import it from other non-EU countries at a high price (and at even higher costs 
of political bargaining). For this reason, the EU promotes the decisive steps for action and offers an opportu-
nity for its Member States to seek external sources of energy whenever they are unable to afford those that are 
available (O’Keeffe et al., 2016). On the other hand, they act as price determiners owing to the fact that they 
can control the energy being offered to members. This enables them to have a bargaining power, which is very 
important in avoiding overexploitation of consumers by the producers. Thus, finding how to increase a coun-
try’s competitiveness through its energy independency can be a solution for securing the development of many 
countries, not just the EU Member States.

Energy security and competitiveness constitute the key basis for any country’s steady and peaceful develop-
ment and growth. In this paper, we show how independence from the foreign sources of energy might foster 
the development of a country’s economy and lead it towards the stable path. This paper is organized as follows: 
Section 2 describes the energy security and competitiveness issues in the EU. We analyze the recent develop-
ment and provide examples of how energy security goes hand in hand with the climate protection policies of the 
EU. Section 3 briefly discusses the issue of renewable energy sources (RES) in the context of energy security 
and competitiveness. Section 4 analyzes the case study of Germany, as a country with rapid economic growth, 
high energy consumption, and even higher energy dependency. Section 5 discusses the use of renewables as 
a possible substitute to the solid fuels and traditional energy sources using the recent example from Germany. 
Finally, section 6 provides conclusions and policy implications. 

2. Energy security and competitiveness in the EU

The European Union is known to import more than 50% of the energy consumed by member countries (Tim-
mer et al., 2013). Crude oil forms a significant portion of this import. The total energy imported can go to as 
high as a € 1 billion in a single day (Chalvatzis and Hooper, 2009). Countries are also known to rely entirely 
on one source of energy and thus any shortage may impact greatly on their development. This vulnerability is 
also likely to spike prices in some instances. Some strategies have, however, been released by the European 
Union to secure developing member states. This move is projected to impact positive changes in the utilization 
of energy sources. The measures are as narrated below in greater detail. First of all, the short term incentives 
include: completely halting gas imports from Russia, and disrupting the gas imports from Russia via Ukraine 
(Richter and Holz, 2015) These measures are meant to prepare the EU in the event that a shortage occurs. It was 
discovered that countries in the Eastern part would be adversely affected (Chalvatzis and Hooper, 2009). On 
the other hand, the fact that all countries were required to be in liaison would guarantee consumers diversified 
supply in case a shortage occurred (Maltby, 2013). Such preparedness has proved to be essential in ensuring 
that the developing economies are not derailed. There are also a number of long-term incentives in line with Eu-
ropean Union`s program. These focus majorly on five major areas. The first part is on increasing the efficiency 
of energy in order to be in line with the required 2030 environmental requirements (Le Coq and Paltseva, 2009; 
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Strielkowski 2016; Simelyte et al.; 2016; Barberis et al., 2017). The chief priority here is to focus on the build-
ings. Efficient energy sources are to be used in order to reduce on energy costs incurred in this sector (Aghaei 
et al., 2013; Traversari et al.; 2017; Crosbie et al. 2017; Passerini et al., 2017).

It also enables requires that the consumers lower their consumption of energy (Le Coq and Paltseva, 2009; 
Marques and Almeida, 2013; Tvaronavičienė 2016;  Rezk et al. 2016; García-Fuentes et al. 2017;  Perfido et al. 
2017; Oates et al. 2017; Daher et al. 2017; Lynch et al. 2017). Increase in production of energy sources among 
members is another crucial measure. Countries have been known to produce sustainable fossil fuels and safe 
nuclear components which are later used to produce energy (Dincer and Ancar, 2015). In the same way the 
developing nations can equally negotiate with their suppliers for fairer prices.

A completion in the internal market is another major step which the EU was intent on introducing. This missing 
links would in essence be able to cater for the many disruptions being experienced. In addition, sources of en-
ergy would be redirected to countries that were in dire need. Member countries were also required to inform the 
EU in advance regarding their plans to outsource from outside the confines of the organization`s jurisdiction. 
This would ensure that the EU is able to create a security plan. In a similar manner, consolidation and protection 
of critical infrastructure by monitoring and coordinating with existing storage amenities both regionally and 
internationally (Menegaki, 2011). This would enable the EU to assess risk and also generate a reverse system 
of flows. 

Security of energy which is supplied to developing countries bonded with the European Union by various trade 
and association agreements is based on the fact the market is an exemplification of a politically charged econo-
my (Scarlat et al., 2015). Conversely, the empires revolve around a world that is divided into political and eco-
nomic sectors. This involves a situation where countries compete for available resources and only those that are 
sufficiently well endowed manage to win this war. The developing nations thus remain unsecured. The EU has 
a strategy that involves diversification of financial integration (Gârleanu et al., 2015). As such, the policies on 
energy will become an integral part of the external trade conducted by the organization in relation to security.
 
Energy is a social amenity which is here to stay. Its inevitability springs directly from the fact that it is a basic 
necessity for human survival. This indicates the reason why developing nations are entirely reliant on energy 
as a key constituent of their growth (Kasperowicz, 2014). The continued use of fossil fuels is likely to create a 
shortage leading to the depletion of reserves in the near future (Abas et al., 2015). Global warming and other 
significant issues have also hiked prices of fuel making it impossible for some nations to afford (Menegaki, 
2011). The solution to these growing energy demands has turned out to be the adoption of sustainable renew-
able energy sources. The sources are available in abundance and are highly inexhaustible. Further still, they 
do not pose a threat to the environment. The EU is encouraging its members to start adopting these sources of 
energy since they will come in handy in case the existing fossil fuels become unavailable (Vasseur and Kemp, 
2015; Urbaniec, 2015). This will move to secure the development of any country. 

It is impossible to separate development and security. Both are core aspects that are essential for any nation. A 
country can have the potential to accomplish many things but as long as there is insecurity, it remains to be a 
futile dream. This is one of the reasons why many nations have set aside a lot of resources meant to secure their 
wellbeing (Umbach, 2010). Insecurity may come in many forms and it does not necessarily have to be inflicted 
by causing bodily harm. Its impact may be felt owing to the deprivation of key essential needs of any develop-
ing country. It is the duty of the already developed economies to encourage those that are in their early stages of 
growth, by providing them with the necessary tools (Bruton et al., 2015). The fact that the world population is 
likely to grow tremendously within the next two decades is a matter of major concern. If small nations will not 
have developed by then. Their citizens will be grappling for survival. This will in turn affect the entire world. 
Thus the need to secure the development of these countries. 
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3. Renewable energy sources in the context of energy security

Renewable energy appears to be one of the cheapest and affordable ways how the secure the way to go in 
order to secure development of a country in terms of its dependence on external energy sources. Such energy 
is bound to reduce the cost of living and also decrease the expenditure on some of the essential needs such as 
electricity (Umbach, 2010). A nation that depends on itself has higher chances of developing without having to 
over depend on an already developed economy. Additionally, this renewable energy is likely to strike a balance 
between energy from other harmful sources, such as that polluting the environment and one that is environ-
mentally friendly (Martínez and Piña, 2016). The government also has a major role to play in assisting local 
producers of renewable energy sources. Its aid may be in form of subsidies such as in India where solar energy 
was greatly transformed by the government initiative (Jaeger and Michaelowa, 2015). On the other hand, pro-
vision of low interest loans to the producers is another major step towards enabling them to create a better life 
for the rest of the citizens.
 
Additionally, the government is in a position to collect more revenue and spend less on exporting energy prod-
ucts (Alley, 2016). This will ensure that the additional revenue is channeled towards developmental agendas. 
Affordability is a major concern for most households in any developing economy (Chong et al., 2015). A sig-
nificant portion of their income, usually about 20% or more is spent on energy (Gillingham et al., 2016). This 
means that a rise in the price of energy is likely to adversely affect them. Subsidies would therefore be effective 
in this scenario, to provide cleaner energy and to better their way of life. This is gradually going to increase the 
household income level and concurrently reduce the poverty margin. 

Energy security in many of the households can be attained through the introduction of biomass and other sub-
stitute sources of energy (Chalvatzis and Hooper, 2009). This source of energy is clean and readily available. 
All that the citizens need is government aid to assist them produce the energy at their homes (Sovacool and 
Dworkin, 2015). The pollution in most households is greatly reduced by this source of energy. This nonethe-
less, ensures forest conservations, owing to the fact that people will not have to depend entirely on wood and 
charcoal (Bele et al., 2015). On a global scale, the move is likely to impact on the climate, and gradually reduce 
global warming. 

Recently, a report by the World Bank indicated that air pollution is one of the major causes of deaths in the 
contemporary world (Asif and Muneer, 2007). The impact that renewable energy would have is therefore 
very great. Respiratory illnesses will reduce tremendously, and resources will therefore be channeled to deal 
with more alarming issues, this having being solved. One of the most efficient government interventions, is 
Thailand`s ENCON fund (Chalvatzis & Hooper, 2009). This fund comprises of duty imposed on the petroleum 
products coming into the currently (Al-Salem, 2015). The fund is used to provide loans at low interest rates to 
the private investors. This in turn enables the latter to focus on producing renewable energy products. 

There is a comparative advantage in being a Member State of the European Union. EU Members are able to 
receive commodities at affordable prices (Puffer et al., 2016). The countries affiliated to the organizations can 
also get short term and long term loans to assist in their developments (Moss et al., 2015). Stipends provided 
by members are used to create a pool of resources for them to tap into in case of a crisis. Such would occur for 
instance where there is a deprivation of energy by the producers. The union is also persistent in negotiating with 
the energy providers on behalf of its members, making it easier for them to access energy at affordable prices 
(Khalfallah, 2015). An addition to that would be the fact that having the necessary resources, the developed na-
tions are in a position to offer education on energy to underdeveloped countries. The diagram below indicates 
some of the essential constitutions of energy security.

Energy is bound to remain a major issue in the future. How well the issue on energy security is handled will be 
the main determinant of development in most countries. The above examples point towards a future of prospec-
tive prosperity so long as the developmental agendas are put ahead of everything. Time has come to shift to 
more efficient and affordable energy sources. The impact is that it will benefit the entire world. It will also be 
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in line with environmental objectives pertaining to climate change. The government and non-governmental au-
thorities therefore have a major task in ensuring that their countries remain secure. Depletion of energy sources 
is not supposed to sound a warning alarm on them; rather, they should be ready to cope with any eventuality. 
There is therefore no doubt that energy security is core in determining the development of any nation. 

4. Energy security and competitiveness: German experience

Federal Republic of Germany (or simply Germany), a founding member of the European Union (EU) is a case 
which clearly demonstrates that there are advantages that any country accrues from being an EU member and 
its largest economy. German economy consumes a lot of energy and there is a dire need to place the issue en-
ergy security among the first priorities. The most common sources of energy used in Germany include fossil 
fuels, nuclear power, biomass, the wind, hydro and solar (Carrasco et al., 2006). Germany is a major importer 
of energy in the EU, and as such, it faces stiff competition from other nations in the EU and also from other 
countries outside the EU. Of late, the country is putting in policies to regulate the use of nuclear power and thus 
becoming a major importer. 

One of the richest and most developed economies in the EU, Germany is also ranked 1st in Europe and 6th 
in the world by its energy uptake and consumption. The most common sources of energy used in Germany 
include fossil fuels, nuclear power, biomass, the wind, hydro and solar, although around 30 percent of Ger-
many’s electrical power is also acquired from renewable storage. Furthermore, in some pick primes wind 
and solar provided close to 80% off peak charge at specific moments of the day on specific days. Germany 
intends a 35% average share by the year 2020. Chart 1 that follows demonstrates the energy balance in Ger-
many in 1990-2014. There is a clear shift from the solid fuels, petroleum products and gases to renewable 
energy sources (RES).
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Chart 1. Energy balance in Germany (1990-2014)

Source: European Commission (2016)

The German experience with Erneuerbare-Energien-Gesetz (Renewable Energy Act or EEG) shows that if the 
total subsidy cost of electric energy is retrieved through per unit charges, then clearly recovering subsidies 
through metered consumption results in shift of subsidies towards households that have not taken them up. A 
new tax charge on own consumption of solar of 4.4 euro cents per kWh (70% of EEG charge) was proposed for 
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industrial and commercial companies in Germany to partly correct the tax arbitrage incentive (under the EEG 
charge), but this was later introduced at 30% of EEG and finally abolished.

Moreover, being a highly competitive economy, Germany faces many issues with its energy security (e.g. 
dependence on the Russian gas) and is therefore in a very volatile position that requires lots of balancing and 
planning. This is happening alongside with the two German major energy companies, Eon and RWE, pursuing 
radical restructuring as the shares of conventional coal and gas power are giving way to the renewables (mostly 
highly supported wind and solar energy). This shift to the renewable capacity combined with low demand and 
the decreasing prices of crude oil and gas, caused a collapse in the price of wholesale electricity from €60 per 
megawatt-hour in 2011 to about €25. Both RWE and Eon have reduced the values of their assets on their coal 
and gas-fired power stations. Moreover, Germany’s utilities have also had to deal with the country’s decision 
after the 2011 Fukushima disaster in Japan to abandon nuclear power.

Germany policies of energy transformation have intended to reduce to a large extent the usage of nuclear power 
energy as it is very hazardous to the environment (Jahn and Korolczuk, 2012). The move also intends to mini-
mize the greenhouse effect which emits a lot of carbon into the atmosphere (Kasperowicz, 2015). As a result 
of this policy and the fact that Germany has a large GDP which results to the high consumption of energy, the 
country, therefore, is a big importer of electricity. As stated earlier, Germany faces stiff competition from other 
developed countries and also undeveloped countries when it comes to importing of energy as other countries 
still need the energy as much as Germany. Germany being in the European Union gives it advantages over other 
countries that are not in +the union. 

It is worth noting that Germany has in the recent past tried to promote the use of renewable sources of energy 
but it has proved to be costly because of it mainly has to rely on the natural sources of energy such as the wind 
and the sun (Carrascoe et al., 2006). As such, energy security policies have been put in place so as to avoid 
shortages because the climate plays a major role for there to be a success in the availability of energy from 
these renewable sources. The best and most suitable alternative that the country has taken therefore is hugely 
depending on the natural gas and therefore the country has no other option rather than importing. About 36% of 
the total gas imported by Germany comes from Russia which is not a member of the European Union. Among 
the countries in the European Union that Germany imports electricity from includes France.

When Germany imports energy in the form of electricity from France, a member of the European Union, it 
tends to have some advantages as compared to when it is importing from Russia. For instance, the European 
Union countries conducting business among themselves do not pay customs tax as the goods are moving from 
one country to the other. Other countries that are not in the union will pay the custom tax (Anderson and Re-
ichert, 2007). It is therefore of a great advantage to Germany importing electricity from France. This is because 
the expenses are hugely cut, and otherwise it becomes cheaper to import gas and electricity from a country 
which is a member of the European Union. The European Union policies have also provided for the lowering 
of prices when countries in the Union are conducting their business among themselves. It, therefore, means that 
when Germany imports electricity from France, it will pay a lower price compared to another country which is 
not a member of the union that will pay a higher price.

Another advantage is that the member countries of the European Union use a common currency, the Euro. 
This makes doing business becomes much simpler among the member countries of the Union. As such, when 
Germany imports electricity from member countries of the Union such as France, it ultimately becomes less 
costly. This is regarding fewer protocols that are supposed to be followed compared to a country that uses 
other currencies (Karanfil and Li, 2015). The euro does not lose its value from one country to another unlike 
other countries outside the union that have different currencies that may be of less value compared to the euro 
and thus while importing goods and products, there is the due process of exchanging the currency, and this 
affects the quantity of goods imported and in this case it will affect the quantity of electricity imported which 
will actually be less.
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Being a member of the European Union is also an essential advantage for Germany as there are strict guidelines 
that outline how the countries are supposed to relate hence fostering good economic relations among the mem-
ber nations. The guidelines also provide for a good understanding among the member countries in the union. 
This is paramount because a country may come to an agreement when it comes to the payment of the price 
needed when a country is importing or exporting its goods. This is very helpful for a country like Germany as 
it may come into an agreement with a country like France as to pay the amount in installments or at later dates 
depending on the agreement. There is leniency among the countries of the EU (Joumard, 2001). 

This good understanding will, therefore, mean that even when Germany is facing hard economic times it can 
still import electricity from countries such as France that are members of the European Union depending on the 
terms of the agreement. This means that even if the country is not in a position to pay immediately the price of 
the electricity, the country can be in a suitable position to get the electricity due to the good relations between 
the member countries in the union. Due to the stiff competition that Germany faces today from other countries 
that also import electricity, it has an upper hand when it comes to the priorities of who is to be addressed first. 
As it is the case even in other unions throughout the world, member countries of a particular association or 
union first of all deal prioritize their needs before addressing the needs of other countries that are not members 
of that particular association. As such, when Germany approaches a country such as France and both of them 
are members of the European Union and another country that is not a member of the European Union also 
approaches France in need of importing electricity, Germany will be addressed first before the other country 
(Szulecki et al., 2016). This means that members of the same unions and organizations always put their interests 
first before the interests of other nations that are not members. 

The main source of energy in Germany is the natural gas which is imported from Russia (Bilgin, 2009). Ger-
many is the biggest importer of natural gas from Russia as it is the country with the highest population among 
all the countries in the continent of Europe. As it is the case, the advantages that Germany enjoys when im-
porting from countries that are in the European Union are not there when importing from Russia as it is not a 
member of the European Union. As such, a custom tax must be paid. Russia does not use the euro currency but 
rather uses the ruble. Therefore, the due process of exchange of currency is also inevitable. All these factors 
put into consideration will certainly make the importing process more difficult for Germany. Also, other coun-
tries in Europe still import natural gas from Russia and thus the competition is stiff. This is because Europe’s 
natural gas production has declined in recent years. The competition is also increased because unlike other 
sources of energy such as oil which can be imported or exported from continents to continents, natural gas 
is only limited to regions. As a result, many European nations largely depend on the natural gas from Russia 
(Rutland, 2008).

This stiff competition has led to Germany finding alternative measures so as to cater for the future energy sup-
ply. The country has increased energy security measures so as to avoid any cases of interruptions in future. 
Germany has entered into serious negotiations with Russia so as to ensure that even though there is stiff com-
pletion from other European nations for the natural gas, it is in a pole position to continue having access to the 
natural gas from Russia (Ríos-Mercado and Borraz-Sánchez, 2015). There are several factors that have enabled 
Germany to ensure that it has maintained its energy security through the continuous importation of the natural 
gas from Russia regardless of the stiff competition of the precious commodity from other countries. 
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Chart 2. Import and export of natural gas in Germany (1990-2014)

Source: European Commission (2016)

Chart 2 above demonstrates the weakness of German economy when it comes to the dependency on the exter-
nal sources of gas: it shows imports and exports of the natural gas over the last 15 years. From scrutinizing the 
information depicted on Chart 2, one can clearly see the growing pattern of consuming and importing more and 
more gas that the German economy is thirsty for.

On the foreign policy front, it has to be noted that Russia has long ago recognized and realized that it is a chief 
importer of the natural gas is Germany. Russian gas is cheap and affordable, moreover, there are existing and 
well-functioning pipelines that ensure its quick and smooth transfer and import.
 
As a result, Russia has agreed to construct a transit route for its gas. Germany has supported the idea of con-
structing the Nord Stream pipeline which directly connects Russia and Germany. The construction of this pipe-
line has very many positive effects for Germany, and it is very beneficial. First, it guarantees that Germany will 
continuously import the natural gas from Russia with ease. The cost will also be greatly reduced, and thus the 
question of energy security will be solved. Even though this is contrary to the policies undertaken by other na-
tions such as the United States of America, in which it does not support energy security through diversification, 
Germany has moved on to fully support the construction. This move has also been viewed by other European 
nations as a rival to their pipelines and thus has not got the full support from these nations (Whist, 2007).

Renewables as a substitute to traditional energy sources

In 2011, European heads of state met so as to discuss how to complete the integration and liberalization of the 
internal European energy market by the year 2014. This was also a strategy of Europe’s energy security policy 
in which the main idea was that the continent as a whole wanted to establish its fragmented energy market. The 
head of states agreed that it was possible to have all European member states be connected to a Europe-wide 
energy supply grid by the year 2015. Germany was not left behind, and it fully supported the idea. The country 
was represented by its leader, the Chancellor. Germany participated as it still wanted to make improvements in 
its energy security for the future.

The goals of the meeting as laid out were to boost energy efficiency throughout the continent of Europe. Also, 
it aimed at improving the coordination of how countries would continuously have access to eternal energy, 
and this was based on the policies that were to be revisited so as to ensure that no country is left out regarding 
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acquiring energy. Market liberalization and interconnection of electric grids and pipelines was also to be put in 
place so as to ensure that the nations would share and have a flexible trade than it was before. The meeting also 
highlighted the disadvantage of many European nations relying on only one source of energy; Russia. It thus 
meant that in case there was a shortage of natural gas in Russia in which a majority of the countries depended 
on, then there would be a major crisis in the continent of Europe. If this were successful as planned in the meet-
ing, then the problem of supply interruptions would hence be solved. From the deliberations of the meeting, 
all the decisions made and the agreements by the head of states have otherwise seen the process of integration 
and liberalization of the internal European energy market is otherwise in the process and due course, the goals 
of the meeting will be achieved.

As discussed, it is evident that Germany has taken great strides to improve the energy security of the nation 
even though there is the factor of stiff competition from other countries. Being a member of the European 
Union has also proved to be of great importance. However, the ways how this security can be improved are 
also very different and often questionable. One of the most critical aspects of that is associated with the 
increasing use of renewable energy sources which are treated preferentially and with a greater respect than 
traditional and less “green” energy sources. With regard to the above, policy-makers should be extremely 
careful when shifting towards the renewables due to the fact that sometimes this rapid shift might cause 
unintended distortions.

Several recent examples from Germany show that the challenges renewable energy sources might bring to the 
conventional set of play might be devastating. For instance, in June 2013 the wholesale price of electricity in 
Germany suddenly plunged from their positive values to the values about minus €100 per MWh. This was done 
in order to encourage cutbacks and protect the grid from overloading (under these circumstances, generating 
companies had to pay the managers of the grid to take their electricity). The plunge caused troubles with the 
German economy and alerted investors.

With regard to the above, the British newspaper, The Economist, described the decline of Europe’s utilities 
from their peak in 2008, when the top 20 energy utilities were worth €1 trillion to the 2013 when their price 
dropped to less than half. The decline was also attributed to the widespread use of RES (The Economist, 2013). 
The situation reminds the case of humanitarian aid delivered in Third World countries that distorts the prices of 
food and ruins the traditional food producers, such as rice farmers. Too much of the renewable energy sources 
might mean more harm than good. 

The dynamics of German electricity prices as discussed in the previous sections is shown at Chart 3 that fol-
lows.
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Chart 3. Electricity prices for German industrial consumers (NAT/kWh)

Source: Eurostat (2016)

From Chart 3 one can see the drop in the electricity prices in Germany. Moreover, there are more examples that 
involve the renewables and their devastating impact on the energy prices and energy balance. For instance, this 
point can be best illustrated on the example of two German major energy companies, Eon and RWE, which pur-
sue radical restructuring as the shares of conventional coal and gas power give way to the renewables (mostly 
highly supported wind and solar energy). 

This shift to the renewable capacity combined with low demand and the decreasing prices of crude oil and gas, 
caused a collapse in the price of wholesale electricity from €60 per megawatt-hour in 2011 to about €25. Both 
RWE and Eon have reduced the values of their assets on their coal and gas-fired power stations. Moreover, 
Germany’s utilities have also had to deal with the country’s decision after the 2011 Fukushima disaster in Japan 
to abandon nuclear power which caused Eon’s market shares to fall 64 per cent and RWE’s by three-quarters 
causing a record loss of €7bn for Eon last year (Chazan, 2016). All in all, it appears that energy security and 
competitiveness cannot always be achieved through the massive introduction of fuel-saving and green tech-
nologies. In some cases, such measures might cause more damage to the national economy than intended and 
lead to the distortions and economic issues that have quite an opposite effect to those intended to secure energy 
independency and competitiveness.

Conclusions and policy implications

Overall, one can see that a country security and competitiveness is closely related to its dependency or inde-
pendency on energy sources. Therefore, energy security and competitiveness should become a concern of any 
country aspiring to embark on the sustainable and steady journey towards development and growth. On the 
example of Germany, we demonstrated how the EU leading economy and the major energy consumer might 
also be vulnerable towards its suppliers of energy. The dependency of Russian gas has always been a hotly-
discussed issue in the European Union and it is unlikely it will go away any time soon. In order to achieve 
energy security and competitiveness, any country, including such a key player in EU and world politics, as the 
Federal Republic of Germany, should diversify its energy portfolio and seek for the ways how to balance it 
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energy supply. These concerns often lead policy-makers and energy companies to pursuing the new research in 
renewable energy sources. Their popularity and their wide acceptance might offer some relief from the external 
energy dependency.

Neverheless, it has to be noted that renewable energy sources which are gaining wide popularity today as a 
solution for decarbonisation and reversing adverse consequences of climate change, do not always constitute a 
panacea for all economic and political diseases associated with the modern race for economic development and 
well-being in which so many world’s developed economies have enlisted themselves. The German example 
presented in this paper shows that an increased focus on the renewables might distort traditional energy markets 
and lead to the plunge in energy and electricity prices. It is therefore recommended to consider a healthy bal-
ance of traditional and renewable energy sources, a healthy mix that is however not so easy to stir. In one way 
or the other, the policy-makers and stakeholders should be aware of the pitfalls lurking in the muddy waters of 
excessive emphasize on renewable energy. Energy security and competitiveness should be achieved through 
a portfolio of well-designed energy policies and strategies that should take on board the current development 
of world’s energy prices, the state-of-the-art in the green energy research, as well as the preferences of the 
country’s citizens who vent their political views and beliefs via the modern political system that ensures their 
economic well-being and security. Energy security and competitiveness is not an easy goal to achieve and it 
requires combined efforts of all stakeholders involved in the process. Moreover, it requires a nation-wide con-
sensus on the visions of security and competitiveness a given economy wants to achieve.   
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