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Abstract:  

Across Europe, and especially in Germany, governments increasingly rely on energy 
policies to promote decarbonization and shield consumers from rising costs. Yet, 
such interventions often produce unintended consequences. This talk synthesizes 
evidence from several recent papers showing how well-meant policies can 
backfire: Germany’s “Gas Price Brake” and currently implemented heating 
subsidies illustrate how relief measures can raise market prices; policies designed 
to prevent deindustrialization risk creating a subsidy trap that establishes 
dependence on state aid and could slows green investment; policies designed to 
transform the automotive sector toward sustainability could disadvantage 
domestic firms compared to foreign competitors. Moreover, citizens often fail to 
understand the incentives these policies create, and their support for or opposition 
to such policies depends less on their actual design and more on ideological beliefs. 
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