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In the good old times...

Issued in 2009, the 39 EU Energy Package is a framework based on two pillars;
the first one...

Infrastructure

fLeading role of Regulation to prevent Little room for Competition‘
market failures
- Natural monopolies - (Competition for the market)
- Externalities
\ - Asymmetrical information / "

Main Outputs

« Unbundling
 Tariff Setting
« Quality of service
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In the good old times...

. and the second one...

Energy Markets

. Residual role for Regulation to . Competition as the rule f

prevent market failure
- Asymmetrical information
- (Externalities)

\S ZR\"

Constraints

Main Outputs
Organized Markets Public services Obligations

Quality Commercial Serv. Social Issues
Standards Low Carbon Economy
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In the good old times...

Regulation had a (rather) well-established approach

Reduction / Elimination

|dentification of: of Congestions:
IESEIES - reqgulatory target;
- (then) tool v/ Debottlenecking /
| ' More Lines
- Power Plants, free
Decentralization of choice for (i.e.):
Energy Markets the decision making

process '/« Technologies
* Location

Moreover:
- Free entry and exit in Energy Markets
- Selected procedures for Infrastructures (competitive bidding, etc.)
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.. but two terrific rule changers irrupted in the calm waters of regulation...

Climate Low Emission Policies Distributed Generation Progressive

Change _ elf Production :
Mitigation Technological Energy Storage blurring

Innovation boundaries
between
Infrastructures
& Markets
Smart Grids (as well as ICT

Internet of Things

Digital _ Smart Meters and Energy
Revolution ICT Innovation 2 Industries)
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o . A. Presence of more than one tool per targets
New critical issues P g

(among all) B. Much more difficult to select a target

: Previous approach debottlenecking / new lines
Reduction /

Elimination of

Congestions debottlenecking / new lines
——p» - demand side management
New approach

storage
self production

=

* Low CO2 Emissions o D :
N . A smart grid is much more than a grid without congestions,

. Support Technol. not only from a technological point of view, but as well as in
Innovation terms of targets to be identified and achieved...
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New technologies are reducing transaction costs and widening the possibilities to
exchange and share information

“aside from transaction costs, the prevailing outcome will be efficient”

The Coase Theorem states that, when conflicting property rights occur,
bargaining between the parties involved will lead to an efficient outcome
regardless of which party is ultimately awarded the property rights, as long
as the transaction costs associated with bargaining are negligible.

Specifically, the Coase Theorem states that "if trade in an externality is
possible and there are no transaction costs, bargaining will lead to an
efficient outcome regardless of the initial allocation of property rights.”



http://economics.about.com/cs/economicsglossary/g/coase_theorem.htm
http://economics.about.com/od/economicsglossary/g/transaction.htm
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Open Points

* New role for self-regulation

« Regulation more focused on targets than on tools

« Blurring boundaries between regulation and competition, while

growing interaction between planning and regulation too

 Doubts about:

o the entailment itself to impose a target by a public body (in case of
no more need to regulate)

o the right to use a tool by a firm (in case of persistence of need to
regulate)

« Consequences on entry and exit

« Evidence collected up to now by Pilot projects on smart grids
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Thank you for your kind attention!

ablancardi@autorita.enerqia.it
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