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Climate Change: A Worrisome Reminder

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

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

Figure: Power sector energy mix in EU countries
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Research and Policy Questions

Electricity prices in the spotlight as they affect...

Incentives to electrify

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

inuence of gas on the price of electricity." (von der Leyen’s State of the Union speech, 2022)

Research and policy questions:

1 How do electricity firms compete in renewables-dominated markets?

2 How will competition in electricity markets evolve along the Energy Transition?

3 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."

Source: Finantial Times
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A New Competitive Landscape
Utilities split and divest their businesses

(a) EON (b) RWE
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A New Competitive Landscape
Utilities split and divest their businesses

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

These policy questions motivate our recent research:

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

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

A new competitive paradigm:

Key differences: fossil fuels vs. renewable energies

Fossil-fuel plants: known capacities, marginal costs are private information,
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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