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Climate Change: A Worrisome Reminder

Exceptional heat and rain, wildfires and
floods mark summer of extremes
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There is an urgent need to decarbonize our economies
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The Power Sector's Key Role

Decarbonazing power is critical to addressing climate change
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Figure: 1.5C pathways to clean power by 2035 in Europe

Decarbonazing power requires massively investing in renewables

Source: Ember
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Heterogeneous Progress Across Countries
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Figure: Power sector energy mix in EU countries
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Research and Policy Questions
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Research and Policy Questions

Electricity prices in the spotlight as they affect...
m Incentives to electrify

m Social and political support for the Energy Transition
\The current electricity market design is not doing justice to consumers anymore. They

should reap the bene ts of low-cost renewables. So, we have to decouple the dominant
in uence of gas on the price of electricity.” (von der Leyen's State of the Union speech, 2022)
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\The current electricity market design is not doing justice to consumers anymore. They
should reap the bene ts of low-cost renewables. So, we have to decouple the dominant
in uence of gas on the price of electricity.” (von der Leyen's State of the Union speech, 2022)

Research and policy questions:
How do electricity firms compete in renewables-dominated markets?
How will competition in electricity markets evolve along the Energy Transition?

How does the ownership structure of electricity generation affect competition?
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A New Competitive Landscape

\The traditional utilities are thinking again. For many, the answer is to specialise and build
scale in one or two parts of the chain, such as renewables."

= Q FINANCIAL TIMES
s
Europe’s utilities battle for survival in changing
market place

Traditional companies face threat to business models as deals shake up sector
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A New Competitive Landscape
Utilities split and divest their businesses

E.ON completes split of fossil fuel and
renewable operations

Germany energy giant E.ON has officially separated its fossil fuel assets into a
new company, dubbed Uniper.

(a) EON

Competition among Renewables

RWE approves plans to

split and create green
powerhouse

a Madeleine Cuff
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German energy giant's supervisory board approves restructure plan which will see its

renewable energy, grid and retail business areas pooled in a new subsidiary

(b) RWE
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A New Competitive Landscape

Utilities split and divest their businesses

ST Drax Group PLC. { + Add omyeT )|

Drax to buy £700m of assets from
Iberdrola

Uk ppliers shift away
electricity from coal

@rsted was once one of the most coal-intensive energy companies in
Myl McComick OCTORER 1 08 & Europe. Today, we're one of the world’s most sustainable energy
UK power supplier Drax will buy £702m worth of rival ScottishPower’s assets companies, anda glObQL leader in the transition to green energy.
from the latter’s parent company Iberdrola as it continues its shift away from
coal-powered clectricity. . . o . .

QOur business transformation is a story of technological innovation, steep learning curves and
‘The acquisition is made up of pumped storage, hydro and gas-fired power

‘generation assets that in total generate 2,566MW of electricity, enough to . . X
power about zm Bomes) learnt, from our decision to move away from an unsustainable business model based on

difficult strategic choices that have led to long-term gains. We want to share what we've

- . fossil fuels, to the action we took to build a truly green business — and the benefits and
Italso marks a move by Drax to position tself s a provider of lexible power

generation, which it believes will become more important as the UK shifts opportunities it's created for us.
towards intermittent wind and solar power.

(a) Iberdrola (b) Orsted
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A New Competitive Paradigm

These policy questions motivate our recent research:

m “Auctions with Privately Known Capacities: Understanding Competition among
Renewables,” The Economic Journal, April 2023.

m "Fossil Fuels and Renewable Energy: Mix or Match?,” CEPR Discussion Paper 18458.
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A New Competitive Paradigm

These policy questions motivate our recent research:

m “Auctions with Privately Known Capacities: Understanding Competition among
Renewables,” The Economic Journal, April 2023.

m "Fossil Fuels and Renewable Energy: Mix or Match?,” CEPR Discussion Paper 18458.

A new competitive paradigm:

m Key differences: fossil fuels vs. renewable energies

m Fossil-fuel plants: known capacities, marginal costs are private information,
m Renewables: known (zero) marginal costs, avalaible capacities are private information

Differences in the information available about fossil-fuels and renewable sources
fundamentally change the nature of strategic interaction among electricity producers
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