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Question 1 

Do we need Electricity 

Market Reform, and if so 

what should its main 

purposes be? 



BETTA / NETA has been (generally) 

good in its time, but... 

1. Maintains capacity margins in place by rewarding 

marginal supply through market mechanisms 

themselves – unlikely to continue when so much 

plant is retiring and needs replacing by low 

carbon supply 

2. Is carbon-blind in its trading mechanisms 

3. Is now no longer transparent and customer- 

friendly in an era of vertical integration between 

production and retail supply. 



The purpose of reform should therefore 

be... 

 To enable the replacement of generally high carbon 

plant by generally low carbon plant whilst 

maintaining adequate capacity margins in the 

process 

 To ensure that, in a new world of low carbon and 

substantially renewable and distributed electricity 

supply, that the lights stay on at reasonable cost to 

the consumer 



The purpose of reform should therefore 

be... 

 To ensure it is consumer facing by instituting 

transparency in transaction and a level playing 

field for suppliers and retailers. 

 To deal effectively with both demand-side and 

supply side efficiencies in its operation. 



The purpose of reform should therefore 

be... 

 And: it has got to last to ensure investor and 

operator confidence: a new market arrangement 

needs to be in place for at least a decade; not 

least to ensure the viability of the transition from a 

high carbon to a low carbon generating landscape. 



Question 2 

How do the EMR 

proposals as they stand  

measure up to these 

purposes? 
 



How do the EMR proposals as they 

stand measure up to these purposes? 

 Remarkably, there is no market reform: the ‘central’ 

market mechanisms stay as they are 

 The ‘pillars’ of EMR are essentially over complex 

‘add-ons’ to secure market reform without reforming 

the market 



How do the EMR proposals as they 

stand measure up to these purposes? 

 Mechanisms are complicated by a desire to 

underwrite and facilitate new nuclear without 

overtly doing so through a public subsidy (Coalition 

commitment 1...) 

 Two pillars seem to be in because the coalition 

document says they should be  (Emissions 

Performance Standard, carbon floor price– 

(Coalition commitment 2)). 

 



Question 3 

Should they stay or 

should they go? 



Should they stay or should they go? 

 Capacity payments – we need them, but probably 
in a form that encourage a wider palette of new 
provision: e.g. interconnectors, storage and CCS. 

 Carbon floor price - we also need a CFP, but not in 
this form!  Reforming EU ETS would be a better 
prospect 

 Contracts for Difference - Do we really need to 
dump the RO in 2017? 

 Energy Performance Standards – why not just ban 
unabated coal? 

 



What we will need… 

A single buyer ‘pool’ or similar 

measures to ensure transparency 

Demand side measures –‘decapacity’ 

payments for ESCOs, for example. 

And... government proofing of 

measures! 
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