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Unforeseen consequences are 
unfortunately all around us
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In the 1980s, governments tried to 
reduce their role in  energy markets

Govt interventions 
make politicians 
responsible for 
planning errors

Simplifying tariffs 
makes competition 

more difficult 
and raises prices

Govt interventions 
make politicians 
responsible for 
planning errors
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Govt interventions 
make politicians 
responsible for 
planning errors

In the 1990s, the UK missed an 
opportunity to set up procedures

“Keeping out Lawyers” 
to simplify 

decision-making
facilitates 

bad decision-making
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Recent interventions have 
overlooked obvious difficulties

“Keeping out Lawyers” 
to simplify 

decision-making
facilitates bad

decision-making

Energy efficiency 
measures impose 
transaction costs 

inefficiently
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Intervening in markets is likely to 
have a number of adverse effects

Energy efficiency 
measures impose 
transaction costs 

inefficiently

Simplifying tariffs 
makes competition 
more difficult and 

raises prices

Govtinterventions 
make politicians 
responsible for 
planning errors

Simplifying tariffs 
makes competition 

more difficult 
and raises prices
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Renewable energy policy does not sit 
well within the EU ETS (CO2 pricing)

Simplifying tariffs 
makes competition 
more difficult and 

raises prices

Promoting renewable 
energy 

depresses prices for 
electricity and CO2
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Promoting renewable 
energy 

depresses prices for 
electricity and CO2

Governments cannot intervene in 
part of a competitive market

Depressing prices for 
electricity and CO2

requires further govt
intervention
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And so the cycle begins again…..but 
when?

Depressing prices for 
electricity and CO2

requires further govt
intervention

Govt interventions 
make politicians 
responsible for 
planning errors

Simplifying tariffs 
makes competition 

more difficult 
and raises prices

Govt interventions 
make politicians 
responsible for 
planning errors
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Good decision-makers learn from the 
mistakes of others, not just their own
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