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Listen to the bombastic forecasts and glittering commentary coming from
dominant energy industry actors and you might find yourself breathing a sigh
of relief. ‘The outlook for low-carbon transition continues to look extremely
bright,’ according to Bloomberg New Energy Finance, who reported that glob-
al investment in low-carbon energy technologies bypassed $1 trillion last year."

Private investors and liberalised markets, we are told, are paving the way to a
clean energy future. Industry commentators point to falling renewables costs
as evidence that fossil fuels will soon become a thing of the past. So long as
investors are protected through intellectual property rights and trade and
investment agreements, capital will flow seamlessly into the energy transi-
tion. Governments, apparently, can sit back as power is decentralised through
small-scale renewable projects and the rise of the ‘prosumer’, with individuals
becoming energy producers as well as consumers.

Unfortunately, these optimistic claims cannot be taken at face value. In fact,
what is at play here is a series of dangerous myths — myths that threaten to
further consolidate inaction and injustice. It’s difficult to see how anyone
can describe the state of the energy transition as anything approximat-
ing ‘bright’ when coal, oil and gas consumption continues to increase.
Fossil fuels still account for 82 per cent of total primary energy consumption
worldwide.2 Global coal use in late 2022 was at a record high.3 A 2021 Inter-
national Energy Agency (IEA) study suggested that global oil consumption for
2022 would be an average of 2.1 million barrels per day higher than 2021. This
figure is projected to rise by a further 2.1 million barrels per day in 2023.*

Yes, investment in renewables is growing — but nowhere near fast enough.
The rate of growth for new renewable energy deployment halved between
2016-2021.5> Global renewable energy investment reached a record high
of $0.5 trillion in 2022 —less than one third of the average annual in-
vestment needed between 2023 and 2030, if we are to meet the globally
agreed target to limit warming to 1.5°C above pre-industrial levels.¢ In
mid-2023, the IEA’s assessment was that only three of the fifty components
of the energy transition are fully on track.”

In sum, the energy transition is in serious trouble. Further, where progress is
being made, the dominant pro-private and pro-market narrative gets things
drastically wrong once again. Public funding rather than private invest-
ment has been the key driver of transition so far: 60 per cent of total
climate finance globally was accounted for by public funds (including
households) in 2019/2020.8 Contrary to neoliberal ideology — according
to which the public sector is ‘risk averse’ and the private sector is ‘innova-
tive’ — public institutions are more likely to fund higher-risk transition sectors,
with the public sector leading on technologies further away from commercial-
isation such as tidal and wave energy or thermal storage.®

Indeed, the vast majority of private investment in the energy transition is
highly dependent upon public subsidies. When governments leading on the
energy transition such as Germany and China dropped their ‘Feed-in Tariff’



renewables subsidies, the consequences were dramatic. In Germany, invest-
ments in renewables dropped by 46 per cent in 2015. And between 2017 and
2018, investments in clean energy in China reduced by 38 per cent (with in-
vestments in solar falling by 53 per cent)."

Might falling renewables costs change all this? Many argue that the cost of
renewable energy is declining to such an extent that we will soon reach a
‘tipping point’ where renewable energy becomes cheaper than fossil fuels,
after which investment patterns will shift substantially. While the unit cost
of renewable energy is, indeed, declining, renewables price data tends to
obscure the hidden costs of the infrastructural upgrades and chang-
es required to integrate renewables into the grid. These hidden costs
will add an estimated 10-15 per cent to the price of a unit of energy, once
renewables account for 25 per cent of total energy production’ — and will
only increase as decarbonisation proceeds. What's more, price is not the
decisive factor shaping energy transition. The evidence — both historically
and present day — shows that falling energy prices often undermine energy
industry profits. In turn, falling renewable prices run the risk of detracting
investors.? Perhaps more importantly, they are premised upon continued
labour exploitation within renewables supply chains, which are increasingly
linked to forced labour and modern slavery.’

The profit-based model of energy transition, then, is plagued by contradic-
tions and is failing on its own terms. It is also driving escalating inequality and
injustice. One third of the world’'s population currently lack access to reliable
power. In 2021, an estimated 860 million people across the global South
had no access to electricity, with an additional 1.1 billion having only
intermittent electricity access.™ The situation in Europe is not all that
different. Indeed, energy poverty doubled over a 10-year period across Europe
during the period of energy liberalisation.' ' Indeed, as noted by the IEA: ‘For
the first time in decades, the number of people without access to electricity
is set to increase in 2022." 177

How did we get here? The history of the market model boils down to a
combination of ‘liberalise and subsidise’, since the growth in renewa-
bles has really taken place despite rather than through liberalisation.
In fact, there has never really been a free market in renewable power, nor is
there ever likely to be. Instead, the renewables sector has been propped up
by public subsidies. These subsidies coexist with liberalisation policies, which
have concentrated power in the hands of a few oligopolistic firms.

These firms are now facing a ‘death spiral’ as their costs grow and income
falls. State-owned firms were discouraged or (like South Africa’s power utility
Eskom) outright banned from investing in renewable generation. Instead, they
had to prop up private investments, cover increasing grid costs and focus on
recovering production and service costs at the expense of increasing people’s
access to energy. With utilities increasingly under strain, some governments
have started issuing ‘capacity payments' to fossil fuel producers for providing
supply of ‘baseload’ generation at all times in order to ensure security of



supply.” Here we see the liberalise and subsidise model in full swing. Gov-
ernments are compensating for their lack of control over the energy sector
by providing subsidies for all, green and filthy alike.

At the same time, this disastrous market model continues to be being propped
up by a set of legal frameworks that compound the problem. Take Intellectual
property (IP) laws, which assign firms exclusive rights to use, license, and
profit from new innovations. Advocates claim that IP stimulates investment
by protecting firms' market share. The result, though, is a highly exclusionary
system, which has limited the production of clean energy technologies to a
handful of companies, largely in high-income countries.? Of the top 10 wind
turbine manufacturers globally, every single firm is located in Europe,
the United States, or China.?' This global oligopoly of renewable production
is one of the reasons why the whole African continent produces just 1.5 per
cent of the world's solar energy, despite having the greatest possible produc-
tive capacity. 2223

Or consider Investor State Dispute Settlement (ISDS) mechanisms, which
allow corporations to sue governments for policies that affect their profits.
Investors argue that they need protection through ISDS to provide legal cer-
tainty and stability. In practice, this ‘protection’ amounts to a powerful weap-
on for the fossil fuel industry, who repeatedly sue governments for measures
that seek to curb fossil fuel consumption. The Netherlands, for example, was
sued twice for its plans to stop coal power production by 2030, with lawsuits
pursuing a total of 2.4 billion euros in compensation.?*

Investment protection also extends to renewable technology. For example,
many ISDS lawsuits were initiated against Spain by so-called renewable inves-
tors but in reality the vast majority of the claimant were financial entities, not
energy producers. Almost half of them also had investments in fossil fuels and
nuclear energy, and many simply bought up existing installations because of
above-market returns instead of expanding renewable production.2>

Thus, the pro-private and pro-market solutions we are promised turn out
to threaten deep losses for people and the climate. We need alternatives.
For some, the answer is decentralisation of energy provision through the
promotion of small-scale renewable initiatives. However, here lies another
myth. Rooftop solar PV has the potential to meet an estimated 18 per
cent of the EU’s electricity needs, yet only if every single rooftop in the
region that is solar compatible has a PV system installed. Decentralised
renewables are essential and have to be maximised but simply cannot cut
it on their own.

Community energy schemes face substantive challenges when they are
forced to compete in a for-profit market. In fact, serious questions can be
raised about the democratic credentials of decentralised energy initiatives
due to the risk of exclusivity. That's why the focus should not be decentral-
isation but democratisation. As illustrated by Costa Rica’s integrated public
power model which combines state, municipal and cooperative firms, we



must increase accountability and effectively connect decentralised initiatives
with larger-scale energy production — and vice versa — in order to achieve
clean energy for all.

Ultimately, the energy transition requires planning and coordination
across scales. This calls for reclaiming energy from the market and collabo-
ration between public utilities, communities and governments at every level. A
revitalised and democratised public sector can lead the way. This means pub-
lic ownership of the energy sector with accountability and participation from
energy sector workers and energy users.2¢ It means direct public investment
in the energy transition, with a level of ambition and urgency proportionate
to the scale of the crisis we face. And it means recognising energy's role as a
basic social need through a ‘Global Public Goods’ approach, which prioritises
equity, justice and energy access over private profit.
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THE MYTH

THE REALITY

According to incumbent energy industry actors, a rapid energy transition is
well underway. ‘The outlook for low-carbon transition continues to look ex-
tremely bright’ according to Bloomberg New Energy Finance, who reported
that global investment in low-carbon energy technologies bypassed $1 trillion
last year.??

The dominant narrative claims that it is private investors that are driving
change. Addressing the American Clean Power Association in 2021, John Kerry,
US special presidential envoy for climate said: ‘| personally believe it is the
private sector that is going to make the greatest difference here because no
government has the amount of money necessary to accelerate this transition
at scale’.28

According to this view, if governments themselves have a role it is to ‘unlock
private investment' towards innovations in renewables.?? In the words of one
European Commission report: ‘this unprecedented transition will require tril-
lions of euros in investments, most of which will be sourced from the private
sector.’30

In reality, the rapid transformation of the energy system we need is by no
means underway.3' Where progress is being made, this is highly uneven: the
speed of transition in the global North remains far too slow, while many
countries within the global South are being left behind. And where the
energy transition is proceeding it tends to be led by public institutions.32 Mean-
while, when public support is withdrawn, private investment disappears. Much
of the public funding and subsidies available are hijacked to prioritise private
profits over the common good.

NO RAPID ENERGY TRANSITION IS UNDERWAY
The global energy system is still heavily dependent upon fossil fuels:

Coal, oil and gas still account for 82 per cent of total primary

energy consumption worldwide.33 Global coal use in late 2022 was

at a record high.34

Coal use has doubled over the past 20 years due to rising coal
consumption in China, India, Vietnam, Indonesia, Turkey and elsewhere. 3536
Global demand for gas has roughly doubled since 1990 and

continues to rise. If current trends continued, global demand for gas
is expected to rise by 14 per cent above 2019 levels by 2030.3”

Global oil consumption is increasing. A 2021 |IEA study suggested

that global oil consumption for 2022 would be an average of 2.1 million
barrels per day higher than 2021. This figure is projected to rise by

a further 2.1 million barrels per day in 2023.38

Global renewable energy investment reached a record high of $0.5 trillion
in 2022. However, this figure is less than one third of the average annual
investment needed between 2023 and 2030, if we are to meet the globally
agreed target to limit warming to 1.5°C above pre-industrial levels (the 1.5°C



target).3® The rate of growth for new renewable energy deployment
halved between 2016—2021.4 And renewables currently account for just
28 per cent of global electricity production and just 11.5 per cent of global
energy consumption.*42 As such, it is no surprise that global energy-related
CO5 emissions are still rising, reaching a new record in 2022.43 According to
new |EA data, just three of the fifty components of the energy transition are
fully on track.*

Meanwhile, the private sector continues to stand in the way of the renew-
able transition. For example, BP recently spent $12 million to crush an initi-
ative in Washington state to introduce a small pollution fee.*> And much of
the clean energy investment that the energy industry trumpets amounts to
nothing but greenwash. The amount that Shell, for example, invested in its
‘Renewable and Energy Solutions’ division in the final quarter of 2022 was
half that invested in marketing. In 2022, its ‘Renewable and Energy Solu-
tions’ investment amounted to 7.5 times less than the figure returned
to shareholders.46

While no one realistically expects the likes of Shell and BP to lead the way on
renewable energy investment, these fossil fuel giants remain the dominant
actors within the energy sector.

THEPRIVATE SECTORIS LEAVING AREAS OF THE GLOBAL SOUTH BEHIND
While global renewables investment may be rising in some places, there is a
huge deficit of clean energy investment in southern countries. According to
the International Energy Agency, while developing and emerging economies
are home to two thirds of the world's population, just one fifth of global clean
energy investments are directed to these contexts. Unfortunately, this situa-
tion is only getting worse: annual investment across all aspects of the energy
sector in developing and emerging economies has declined by 20 per cent
since 2016.47 A seven-fold surge in clean energy investment is required in these
countries by 2035 to meet the Paris Agreement and sustainable development
goals.”® Just 2.1 Gigawatts (GW) of new wind and solar generation were
installed in the entire continent of Africa in 2021.4°

The situation in sub-Saharan Africa is particularly acute. Just 7.4 GW of solar
energy and 5.7 GW of wind were installed by the end of 2019, compared to
Asia’s 258 GW of wind and Europe’s 195 GW of wind. Indeed, all 48 countries
across sub-Saharan Africa have less combined installed wind and solar capac-
ity than Spain.

While ‘free-market’ proponents argue that the answer is policy frameworks
that unlock private investment, the case of South Africa shows the opposite.
Between 1994 and 2000, South Africa’s state-owned utility Eskom made sub-
stantial investments in the energy sector, more than doubling electrification
from 31 per cent to 66 per cent.’® However, in 2001, with the ruling African
National Congress party moving towards a neoliberal agenda, the government
mandated that Eskom ‘not [be] allowed to invest in new generation in the
domestic market... to ensure meaningful participation of the private sector in



electricity in the medium term.’s" However, no meaningful private investment
was forthcoming, and the result was years of power cuts, increased energy
poverty and stalled grid extensions. The government eventually U-turned on
its decision to prevent Eskom from investing in new capacity.

THE PUBLIC LEADS ON ENERGY TRANSITION FINANCING

As the case of Eskom suggests, in practice it is the public sector rather than
the private sector that leads on energy transition. One recent study of utility
firm investments between 2005 and 2016 found that under the same policy
environments, public utilities devoted higher proportions of their total in-
vestments to non-hydropower renewables (i.e. solar, wind, biomass and ge-
othermal) than private utilities did.52 Between 2019-2020, public funds>3 and
households invested $376 billion into climate finance, including in renewable
energy, climate mitigation, and adaptation to climate change. Public funds
and households made up 60 per cent of all climate finance, exceeding
total private investment.’*

This dynamic has played out clearly in relation to the climate finance target es-
tablished at the 2009 UN Climate Change Conference in Copenhagen (COP15),
where it was agreed that by 2020, rich countries would raise $100 billion annu-
ally as climate finance for the global South. This target has yet to be reached.
Of the $80 billion raised in 2019, $63 billion came from public sources.5>

In Belgium, between 2005 and 2016 publicly owned utilities diverted 72 per cent
of their total energy generation investment to non-hydropower renewables,
compared to 51 per cent from Belgian private funds. In the Czech Republic,
across the same period, while public utilities devoted 92 per cent of energy
generation investments to non-hydropower renewables, no private firm in-
vested in renewable capacity additions above 1 Megawatt (MW).56

Moreover, contrary to neoliberal ideology — according to which the public
sector is ‘risk averse’ and the private sector is ‘innovative’ — research shows
that public institutions are more likely to fund higher-risk transition sectors.
For example, private sector research and development funding has tended to
stick to established technologies such as wind and solar, whereas the public
sector has led on technologies further away from commercialisation such as
tidal and wave energy.>”

A 2022 International Renewable Energy Agency (IRENA) study showed that
state involvement in the electricity sector in the global South is currently in-
creasing. IRENA write: ‘The drivers that in the past led to the predominance of
regulated systems — such as intense grid expansion needs and a post-World
War Il reconstruction context — are gaining traction today as the transition
progresses and socio-economic challenges are high on the agenda.’ 58

Indeed, some of the most impressive examples of energy transition
taking place at the moment see state-owned utilities leading the way.
In Uruguay, for example, a state-owned utility firm called UTE has been the
key actor driving one of the most advanced energy transitions in the world,



with the country running on 98 per cent renewable energy. UTE was awarded
the highest investment grade AAA by international credit agencies. What's
more, it is one of the principal sources of funding for the Uruguayan state,
with a significant proportion of its revenues being diverted to fund other
public services.5?

PUBLIC FUNDS SERVICE PRIVATE SECTOR PROFITS

Public energy transition funding has often been channelled into handsome
profits for large energy companies, wealthy individuals, and businesses pro-
ducing and selling renewable energy.e°

For example, Feed-in-Tariffs (FiT) are publicly funded purchasing agreements
for renewable electricity at above-market rates. After Germany started to use
FiTs in 2000, they were soon adopted by many other countries across the
world, the aim being to make renewable energy attractive to private investors,
from big corporations to households. The initial result was a rapid growth in
renewable energy production.

However, to pay for these above-market rates, Germany charged consum-
ers an extra surcharge on energy bills. In 2016, Germany spent €25 billion
on renewable energy, €23 billion of which came directly from these consum-
ers’ charges.5' It was estimated that the additional costs of FiTs in Germany
amounted to nearly 25 per cent of electricity bills in 2014. While the majority
of the benefits were enjoyed by investors, private renewable companies,
and wealthier households, the burden of these costs affected poorer
households the hardest.5?

WITHOUT PUBLIC SUBSIDIES, PRIVATE INVESTMENT DISAPPEARS

Ultimately, FiT costs grew uncontrollably and governments such as Germany
and China replaced these with competitive auctions where energy companies
compete to provide the cheapest energy.®? The results of this change were dra-
matic: between 2017 and 2018, investments in clean energy in China reduced
by 38 per cent (with solar falling by 53 per cent); in Germany, renewable in-
vestments dropped 46 per cent in 2015.4 These auctions benefitted the biggest
and most resourced energy producers while bringing the income of smaller
decentralised producers to collapse: estimates show that non-hydro re-
newable energy installations are set to be one third less this decade
than between 2010—-2019.5°

The enormous fall in new installations shows how dependent private sector
investments are on public funds. Within this model, where the public subsi-
dises shareholder returns, profitability continues to take priority over a rapid
and just transition. In the US, for example, President Biden’s 2022 Inflation
Reduction Act sees a huge public subsidy of $369 billion to private in-
vestors in low-carbon technologies to make profitable energy transition
projects that would otherwise not get off the ground.s¢

The case of so-called ‘blended finance' initiatives raises further questions about
the role of the public sector in propping up the private sector. Blended finance



is a World Bank backed approach that seeks to use public funding to mobilise
private sector investment to aid progress towards the Sustainable Develop-
ment Goals. Blended finance is heavily promoted as a ‘catalyst’ of energy
investments in low-income countries.®” However, London based think-tank
the Overseas Development Institute (ODI) estimates that a dollar of public
investment might be expected to mobilise just $0.37 in private finance in
low-income countries, and marginally more in lower-middle-income countries
and upper-middle-income countries, respectively, $1.06 and $0.65.8 ODI's core
conclusion is that ‘the public sector picks up much of the cost, and... often
blended finance does not mitigate risk but merely transfers it from the
private to the public sector.’®®

FOSSIL FUEL INDUSTRY PROFITS ARE STILL SOARING

As mentioned above, renewable energy sources are increasing far slower than
is necessary to prevent further climate catastrophe. This is the consequence of
a policy paradigm where the renewable transition is based on the imperatives
of private profit rather than public planning for the common good.”

Even as the Intergovernmental Panel on Climate Change (IPCC) warns that time
to act to prevent the most disastrous effects of climate change is running out,
investments in fossil fuels continue to be greater than in renewables.” The
COVID-19 pandemic did not slow fossil fuel profits — the fossil fuel industry
took billions in US pandemic relief funds while laying off tens of thousands of
workers.’2 Nor has the war in Ukraine seen this trend shift — fossil fuel compa-
nies have made record profits since the beginning of the war — in excess of €3
billion in the EU alone — by driving up prices and pumping up oil production.”

All things considered, the fossil fuel industry has done remarkably well in re-
cent years, with the largest 25 oil companies making $205 billion in profits
throughout 2021 alone.” The IEA projected that despite the global energy crisis
in 2022, by the end of that year the global net income for oil and gas
producers would have doubled the 2019 figures, reaching an unprece-
dented $4 trillion.” Here, again, we see private profits being prioritised over
a rapid and just renewable transition.

WE NEED PUBLIC OWNERSHIP AND PUBLIC INVESTMENT

The private sector is not leading a rapid and global energy transition. The
rise in renewables that has taken place has largely been through public pol-
icies and public funds that the private sector has profited from. Leaving the
renewable transition in the hands of the private sector makes us vulnerable
to the whims of ever more volatile energy markets and the pursuit of profit
above all else. Instead, we need public ownership of the energy sector
with democratic accountability and participation from energy sector
workers and energy users.’® And we need direct public investment in the
energy transition, with a level of ambition and urgency proportionate to the
scale of the crisis we face.



SUMMARY

The private sector is NOT driving a rapid renewable energy transition.

The rapid energy transition we need is not underway. Global
renewable energy investment reached a record high of $0.5 trillion
in 2022. However, this figure is less than one third of the average
annual investment needed between 2023 and 2030, if we are to meet
the globally agreed 1.5°C climate target.

Public funding rather than private investment has been the key
driver of transition so far: 60% of total climate finance globally was
accounted for by public funds (including households) in 2019/2020.7"

Private investment in renewables is dependent on public funds.’®
When public subsidies are withdrawn, private investment disappears:
reshaping and reducing subsidies cut new renewable installations

by nearly half in Germany and China.”

While the private sector fails to deliver on investment in renewables,
the fossil fuel industry continues to rake in bumper profits, often

with the help of generous public subsidies. The largest 25 oil companies
made $205 billion in profits throughout 2021 alone.?°
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THE MYTH

THE REALITY

Conventional economic wisdom dictates that when buyers and sellers freely
compete with each other, supply and demand balances itself out in the most
efficient way possible. For pro-market politicians, commentators and think-
tanks, this logic applies seamlessly to the energy sector.

From the 1980s onwards, liberalised markets have been established and en-
forced within energy sectors across the world, with the promise of increased
efficiency and decreased costs. Proponents of this neoliberal paradigm vocif-
erously oppose public ownership and planning. They argue that the ‘invisible
hand' of the market is a necessary corrective to the ‘bureaucracy’ and ‘coercion’
of the state, delivering instead competition, choice and the decentralisation
of power.

In the face of climate change and the urgent need to decarbonise the energy
system, pro-market advocates argue that as soon as more people start buying
renewable instead of fossil-fuel-based electricity, energy companies will switch
to renewable energy to meet this demand and the transition will speed ahead.

This influential narrative places the responsibility on consumers while con-
veniently ignoring the vested interests of large energy companies who benefit
from this free market logic. In fact the growth in renewables has taken place
despite liberalisation, rather than through it.8?

Although many consider the rapid rise of renewables in Europe as a
success story of liberalised, free energy markets, it is actually a story
of public finance securing private profits, rising costs for consumers, and
additional public subsidies to keep fossil energy production capacity alive. The
International Renewable Energy Agency (IRENA), an institution that tends to
align itself with dominant market thinking, recently offered a critical take on
the impact of liberalisation on the renewables transition. In the words of IRE-
NA, liberalisation means ‘[hligher inclination and room to externalise social
and environmental impacts’ alongside ‘economic inertias linked to investment
recovery slowing down transformation rates’.82

There has never really been a free market in renewable power. Instead, the
renewables sector has been propped up by public subsidies. These subsidies
coexist with liberalisation policies, which have concentrated power in the
hands of a few oligopolistic firms. These firms now face existential crisis at the
hands of a ‘utility death spiral’ that spells disaster for the renewables transition.

Meanwhile, competitive renewable energy auctions have impeded pri-
vate investment in renewables while liberalisation has overseen unnec-
essarily volatile energy prices.8 And ‘carbon pricing’' schemes, at the heart
of the pro-market energy paradigm, have failed spectacularly.8

FREE MARKETS HAVE CONCENTRATED POWER

Free-market myth advocates argue that once energy markets are liberalised
and public energy companies privatised,® new investors will enter the market,
ushering in increased competition and choice.



The European energy system serves as a telling example of just how inaccurate
this story really is. In 1998 and 2000, the EU passed directives which mandated
liberalised markets for electricity and gas.® Since then, a series of mergers and
acquisitions has consolidated power into the hands of five enormous energy
companies. Meanwhile, smaller producers and suppliers have been disad-
vantaged since the model of competitive auctions (described below) requires
resources and expertise that smaller players lack.?

FREE MARKETS HAVE WORSENED ENERGY POVERTY

One third of the world's population currently lack access to reliable power. In
2021, an estimated 860 million people across the global South have
no access to electricity, with an additional 1.1 billion having only intermit-
tent electricity access.® An estimated 2.6 billion people in the South heat their
homes using traditional stoves fuelled by charcoal, coal, crop waste, dung, ker-
osene, and wood.® Indeed, as noted by the IEA: ‘For the first time in decades,
the number of people without access to electricity is set to increase in 2022.'%

The issue is particularly pronounced in sub-Saharan Africa; 70 per cent of the
world's population without electricity access are to be found in this region; over
half of the population lack electricity access according to 2017 figures.?! The sit-
uation appears to be worsening: according to the UN-partnered international
energy access organisation Sustainable Energy for All, ‘Without more progres-
sive policy and investment... many African countries will see an increase in
their unelectrified populations by 2030."%2 Indeed, the IEA’s ‘Stated Policies
Scenario’ estimates that without adequate measures, 660 million peo-
ple will still lack access in 2030.%

Advocates of the free-market myth argue that the problem here is a lack
of liberalisation. Since the 1990s, global institutions like the World Bank
and International Monetary Fund (IMF) have been attempting to enforce
free-market policies on countries across the global South, promising reduced
energy poverty in the process. Yet this promise has yet to materialise. In the
Philippines, for example, legislation was introduced in 2001 to deregulate
generation, establish a wholesale market and open up the grid to private
companies. The result was skyrocketing prices, which increased by 55 per
cent between 2003 and 2010.

The situation in Europe is not all that different. Indeed, energy poverty doubled
over a 10-year period across Europe during the period of energy liberalisation.>
Prior to the energy crisis, one in 10 Europeans were unable to warm their
homes sufficiently in the winter, one in five were unable to cool their home
sufficiently in summer and up to 100,000 died each year due to cold homes.
The enormous price hikes beginning before Russia’s invasion of Ukraine are
now worsening this situation considerably.®s

It is notable that across Europe, departures from free-market logic have
been necessary in order to bring energy prices under control amidst the
energy crisis fuelled by the war in Ukraine. Pro-market governments have
been forced to introduce price caps in order to ameliorate rapidly escalating



energy poverty.? A price cap can still mean transferring public money to en-
ergy companies. In the Netherlands, a price cap is costing taxpayers billions
of euros to enable a subsidy to energy companies that keeps prices artificially
low and profits high.%?

FREE MARKETS UNDERMINE RENEWABLES INVESTMENT

In reality, there has never been a free market in renewable energy provision
and nor is there ever likely to be. As discussed in Myth #1, governments have
had to step in to facilitate energy transition through subsidies such as Feed-
in-Tariffs (FiTs). Without these subsidies, renewable energy is simply not prof-
itable enough for investors to act.

Investment in new generating capacity is profitable only when the unit
cost of electricity on the wholesale market exceeds the costs invested
in generating this electricity. Historically, the high costs of renewable gen-
eration have outstripped wholesale electricity prices, rendering renewables
investments unprofitable. Now, as renewable generating costs come down,
wholesale electricity prices fall, cancelling out the declining costs of investment
and, once again, undermining opportunities for profit. As such, without public
subsidies, investors simply steer clear of renewable energy.? This dynamic is
illustrated in the move away from Feed-in-Tariff subsidies towards competitive
auctions discussed in Myth #1.99

Auctions have driven down renewable power prices as energy producers
lowered their rates to compete for contracts.’ This has had a number of
consequences. First, well resourced and large incumbent energy producers
won contracts based on a very low energy price, outcompeting smaller com-
munity-based renewable energy producers that did not have the means to
participate, let alone offer such unrealistic rates.’ In fact, prices were set so
low that big producers sometimes were not able to follow through on project
development because of insufficient returns.’02

Second, because these auctions drove down energy prices and, in turn, profit
margins, private investors lost interest. This resulted in a dramatic decline in
private investment in new renewable energy projects.’® EU investments in
renewables dropped precipitously when FiTs were replaced with auc-
tions: across the EU, investment fell from $132 billion in 2011 to $59
billion in 2015. Annual solar capacity installations fell from 22 GW per year
to just over 8 GW.104

Finally, falling electricity prices due to competitive auctions have been one of
multiple factors contributing to a crisis for incumbent utility business models
and what has been termed the ‘utility death spiral’. In 2018, the incomes of the
three largest European utility companies (EDF, E.ON, and RWE) fell by 65 per
cent, 22 per cent, and 85 per cent respectively.'® Alongside falling renewables
prices, the issues here include declining market share due to the entrance of
new actors within energy markets, alongside the escalating costs of integrating
‘variable’ renewable energy generation due to necessary grid upgrades and
investments (see Myth #3).106



Since incumbent utilities are struggling, some governments have started issu-
ing ‘capacity payments’ to fossil fuel producers for providing a backup supply
of ‘baseload’ generation, in order to ensure security of supply.'®” This is where
we see the ‘liberalise and subsidise’ model in full swing. Governments are
compensating for their lack of control over the energy sector by pro-
viding subsidies for all.

The utility death spiral we are witnessing mirrors similar dynamics that played
out when liberalised markets were first introduced in the energy sector. One
common consequence of early energy liberalisations was falling investment.
State-owned utilities — where they were not privatised — lost market share
and associated revenues, meaning that their capacity to invest in the sector
was reduced. Simultaneously, the private investment in the sector that was
promised often failed to materialise.

In the case of the Philippines mentioned above, for example, only 2.22 GW of
generating capacity was added in the first 12 years of power sector reform, and
this was mostly committed before the reforms took effect. A 2014 government
report noted: ‘The government may need to involve itself once again in power
generation to avoid power shortages in the future and keep hold of the current
momentum being enjoyed as an investment attractive economy."108

A similar experience has played out in India, where liberalisation reforms have
seen private companies take on an increasingly bigger share of energy gen-
eration since the turn of the century. In India, the energy sector faces mount-
ing debt. This is because poor people are unable to afford energy and are,
therefore, forced to ‘steal’ energy through irregular power connections. In this
context, the state has stepped in to guarantee the profits of private generator
firms, with publicly owned transmission and distribution companies left to take
on the debt.’® Consequently, India’s rural electrification programme has been
substantially scaled back due to a lack of funds.’° And private investment in
the sector has been sparse because of the risky market environment.

Experiences in India are indicative of a broader trend. Energy liberalisation
reforms enforced by global institutions such as the World Bank and IMF have
placed the imperative of ‘full cost recovery’ at their core. Full cost recovery
subjects utility firms to market logics, obliging utilities to ensure that the full
costs of service delivery are recouped from consumers. The issue with doing
so is that, as with the India case, poor consumers often simply cannot afford
to pay for electricity. Time after time, full cost recovery policies have
stood in the way of electrification programmes designed to increase
energy access.

In short, market logic such as full cost recovery prevent utilities from prioritis-
ing social or environmental goals over the financial bottom line. As a result,
across the global South, the marketisation of utilities has come into tension
with much-needed infrastructural investments that are pivotal to decarbon-
ising the grid.""



FREE MARKETS MAKE ENERGY PRICES MORE VOLATILE

The utility death spiral demonstrates the volatility of energy prices under a
liberalised model. Indeed, higher and more volatile prices are endemic to the
free-market paradigm.

Prior to liberalisation, gas prices were indexed to oil prices, meaning that they
were set according to the average price for oil in the preceding months.12
However, producers are now free to profit from energy price swings. Gas com-
panies can respond directly to external factors such as the war in Ukraine by
raising their prices and cashing in on increased demand. Liberalising gas
prices means that EU countries have paid an estimated $30 billion
more for natural gas in 2021 than they would have if they had maintained
oil price indexation."3

Finally, as a consequence of competitive auctions and falling production costs,
prices for renewables can fall so low that producers actually stop manufactur-
ing and selling new renewables installations because of their inability to cover
production costs.’4 For instance, global prices for new installations fell so
steeply that China’s wind turbine suppliers declined from 63 in 2013 to
33in 2019, largely from bankruptcies and mergers.'">

CARBON TRADING HAS FAILED

Carbon trading schemes see governments capping total emissions at a certain
level and then allocating firms emissions quotas in line with the total cap. Firms
that emit less than their quota can sell their excess ‘carbon credits’ via open
markets to firms wishing to emit more than their quota permits. Thus, in theory,
markets help allocate emissions within the constraints dictated by governments.

Pro-market proponents have long argued that once carbon is properly priced,
markets will deliver rapid decarbonisation. Yet the EU's flagship Emissions
Trading System (ETS) has been besieged by problems including weak pricing
and windfall profits. This is little surprise, given that permits were allocated
according to benchmarks designed by the companies they were supposed to
be regulating.

18 years have passed since the 2005 launch of the EU ETS, yet 84 per cent of
global emissions remain unpriced and the share of emissions priced high
enough to be effective remains well below 1 per cent.

WE NEED TO RECLAIM ENERGY FROM THE MARKET

The free-market approach to the energy sector has ushered in new formations
of monopoly power, worsening energy poverty, rendering prices increasingly
volatile and causing stagnating investment. Energy is a basic need and should
be delivered as a public good rather than a commodity. Treating energy as
such means reclaiming it from the market and removing market logics from
public utilities, allowing these companies to prioritise social and environmental
values over profitability.



SUMMARY

Free markets are NOT the best route towards a low-carbon
energy system.

Rather than increasing competition and choice, liberalised markets
concentrate power in the hands of giant companies. In Europe,
five firms maintain an oligopolistic grip over the energy system.

Liberalisation has seen energy poverty increase significantly:
energy poverty doubled over a 10-year period across Europe during
the period of energy liberalisation.

Liberalised markets often undermine energy sector investment.

In India and the Philippines, energy investments stagnated in

the aftermath of liberalisation. In contexts where competitive auctions
have been used to facilitate energy transition, renewable prices

have declined, leaving utilities struggling to survive and without the
capacity to invest.

At the same time, free markets have allowed some energy
companies to profit from increased price volatility: liberalising
gas prices resulted in EU countries paying an estimated $30 billion
more for natural gas in 2021 than they would have if they had
maintained oil price indexation.

Carbon trading schemes have proved disastrous. While 18 years

have passed since the 2005 launch of the EU ETS, 84% per cent of global
emissions remain unpriced and the share of emissions priced high
enough to be effective remains well below 1 per cent.

In reality, there has never been a free market in renewable
power and nor is there ever likely to be: the renewables sector
is propped up by public subsidies.



MYTH #3 —
The falling price
of renewable
energy makes
decarbonisation
inevitable
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THE MYTH

THE REALITY

It is often assumed that the key factor determining the shape and pace
of energy transition is the price of renewable energy. Many argue that as
technology progresses and renewables become more affordable, we will
eventually reach a ‘tipping point’ where renewable energy becomes cheaper
than fossil fuels. Once this tipping point is reached, it is argued, the renew-
able transition will inevitably ramp up, bringing climate goals in sight. Ac-
cording to this narrative, the role of governments is to subsidise renewable
technologies and invest in new research and development until this tipping
point is hit.

Advocates of this position are quick to point to data showing that the price
parity tipping point is almost upon us. A recent report by the International
Renewable Energy Agency (IRENA) suggested that almost two thirds of re-
newable power added in G20 countries in 2021 cost less than the cheapest
coal-fired options. According to this report, in 2021 onshore wind costs fell by
15 per cent, offshore wind by 13 per cent and solar PV by 13 per cent compared
to 2020 prices.®

If we take these figures at face value — and if we accept the assumption that
prices are the decisive factor in the progress towards net zero — then there
seems to be much cause for optimism.

Data around falling renewables costs should be treated with caution. In the
EU, falling renewables costs do not necessarily translate to cheaper wholesale
electricity prices, which are still set by fossil fuels. Additionally, the integra-
tion of more renewables into energy systems will require expensive
infrastructure investments that are typically not included in cost esti-
mates, meaning that the costs of transition are much higher than renewables
price data alone suggests.

Moreover, the relationship between energy prices and energy transition is far
more complicated than the myth suggests: falling prices do not necessarily ad-
vance decarbonisation. Evidence suggests that price can be trumped by other
factors, in particular, profit maximisation. A myopic focus on price obscures
the importance of lowering demand and increasing efficiency in endeavours
towards decarbonisation. And the focus on costs tends to ignore the horrific
labour exploitation that is common when mining for so-called ‘transition min-
erals’ and when manufacturing renewable technologies.

FALLING RENEWABLES PRICES MASK HIDDEN COSTS

The data on declining renewable generating costs obscures additional costs.
Firstly, in the EU context, the price paid for electricity on the wholesale market
is not a straightforward reflection of the costs of generation. Prices on the Eu-
ropean wholesale market — where electricity is bought and sold by generators
and suppliers — are determined by a system called ‘marginal pricing’. Under
this system, all generators receive the same price for the electricity they are
selling at any given time. And this price is set by the most expensive generat-
ing source. Therefore, falling renewable costs do not have a direct impact
on wholesale prices, which continue to be set by the cost of fossil fuels. 117



Additionally, there are expenses that are unique to an electricity sector powered
by renewables which renewable price data does not account for."8 Unlike fossil
and nuclear power plants which can be controlled and coordinated in line with
the imperatives of shifting demand, wind and solar are ‘variable’ energy resourc-
es. This means that our capacity to generate electricity from wind and solar is
dependent upon a number of variables such as the weather, climate, season and
time of day. This brings a host of extra challenges in ensuring that energy supply
is capable of meeting demand. What happens, for example, at points when con-
sumer demand is surging yet the wind is not blowing and the sun is not shining?

One partial solution for this technical issue is scaling up investment in storage
capacity. However, storage investments are not growing at all on pace with
increases in renewable production.™?

Accordingly, incumbent companies face a further financial burden of adapt-
ing, updating and expanding electricity networks so that they can absorb and
transport the increasing amounts of variable renewable energy. The Interna-
tional Energy Agency (IEA) estimates that once solar and wind provide up to
25 per cent of total energy production, the additional costs of their variability
will increase the unit costs of installed wind and solar capacity by an additional
10-15 per cent.'?® As renewables increase their share of total production be-
yond 25 per cent, these additional costs will only increase.

Others estimate the system costs of renewables to be even higher. According
to research that calculates the broader system costs to keep renewable energy
reliable in Texas, US, from integrating backup power plants to building storage
facilities, the wind and solar price per MWh increases seven- to elevenfold.!?’

This means that data on falling renewables prices is in some ways deceptive.
The pursuit of price parity tipping points, where renewables become more
competitive than fossil fuel energy, is proving less straightforward than advo-
cates of this myth suggest.

A focus on prices also masks the fact that renewable power would not
be so cheap without the labour exploitation that tends to underpin the
supply chain. From the mining of metals and minerals to the manufacturing
of PV panels and wind turbines, there's growing evidence linking renewable
energy supply chains to forced labour and modern slavery.122

FALLING PRICES DO NOT NECESSARILY SHIFT INVESTMENT

Even if renewables were to become cheaper than fossil energy, this by no
means guarantees that investors will automatically favour the lower-carbon
and lower-priced option. The relationship between price and energy transition
is far more complicated than proponents of this myth claim.

When we consider the history of energy transition, this becomes clear. En-
ergy historian Andreas Malm'’s study of the shift from water-based power to
coal-based steam power in nineteenth century Britain is highly illuminating.123
Malm shows that even though water power was cheaper than coal, industry



bosses opted to transition from the former to the latter. The move towards a
solid fuel that could be easily packaged and distributed across the world —in
a way that water could not — allowed industry to relocate production to areas
where labour was cheaper and less likely to offer organised resistance. Ulti-
mately, even though coal was more expensive, it was seen as preferable
because it was a fuel that could more easily be profited from.

Malm argues that history is repeating itself today. In the early 2000s, the likes
of BP and Shell were beginning to divert serious attention to renewable ener-
gy, becoming the second and fourth largest manufacturers of solar panels in
the world respectively. However, their renewable business operations were
soon suspended and shut down because they were proving unprofitable. The
reason: declining renewables costs. A former executive of Shell's solar division
explained the problem: ‘In the oil market, the prices are going up and down in
cycles. The solar price is just going one way — it's going down.’ 124

Indeed, as discussed in Myth #1, falling renewables costs at the hands of com-
petitive auctions have ushered in a destructive utility death spiral, which sees
energy firms struggling to survive. In sum, falling prices can present an ob-
stacle to profit. In an economic system that values the bottom line above all
else, this is no recipe for the shifts in investment required for decarbonisation.

FOCUSING ON FALLING PRICES OBSCURES RISING DEMAND

The focus on cheaper renewables tends to neglect the fact that for the energy
transition to succeed, countries and industries, especially in the global North,
urgently need to reduce their energy consumption.

Arecentreport authored by TNl and TUED argued that changes in the energy
system currently underway are hetter described as an ‘energy expan-
sion’ than an energy transition. According to this report, the global electrici-
ty system has been expanding at a rate of 300 GW per year in recent years. The
report suggests that this outstrips annual growth in global renewable capacity,
with renewable capacity growing by just 198 GW in 2020, for instance.'?

New IEA data released after this report was written suggests that the rate of
renewables expansion will accelerate over coming years, projecting a growth
in renewable capacity of between 350 and 400 GW per year between 2022 and
2027.1%6 Yet even if this more optimistic forecast comes to fruition, the lion’s
share of renewables growth will be cancelled out by rising electricity demand. In
the words of IRENA: ‘An energy transition requires that the use of renewables ex-
pands by more than the growth in energy demand, so that less non-renewable
energy needs to be used. Many countries still have not reached this point, de-
spite dramatic increases in their use of renewables for generating electricity. %7

The IPCC, the IEA, and others have calculated that energy efficiency and con-
servation adjustments can contribute up to 40 per cent of reductions in energy
emissions by 2050.'28 A different estimate indicates that already existing tech-
nologies, under a low-energy demand future, could bring this figure to 53 per
cent under full operationalisation.'?®



WE NEED TO REDUCE ENERGY DEMAND

However, reducing energy consumption is not profitable — indeed, the more
energy we consume, the more money there is to be made. Therefore, the
current for-profit energy market model fails to adequately invest in de-
mand-reducing technologies. And the myth that falling prices present a pan-
acea for the energy transition helps to keep the question of demand reduction
off the table.

Rather than obsessing about falling renewables costs, attention would be
better placed on the more pressing question of how to reduce global energy
demand. Currently, wealthy consumers use far more energy than they need
while others do without, struggling with energy poverty and lacking access to
reliable power connections. We need to de-commodify energy (through public
ownership) in order to tackle this injustice, substantially reducing global energy
consumption in ways that ensure equity in the process.

SUMMARY

The falling price of renewable energy does NOT make
decarbonisation inevitable.

The unit cost of renewable energy is falling. However, data

on falling prices tends to obscure the hidden costs of decarbonisation
associated with the infrastructural upgrades and changes required.
These hidden costs will add an estimated 10-15% per cent to the price
of a unit of energy, once renewables account for 25 per cent of total
energy production.

In the EU context, declining renewables prices are not reflected
in the wholesale cost of energy, which is set by the prices of fossil
fuels because of the EU’s marginal pricing system.

Much new investment in new renewable capacity is cancelled
out by expanding electricity demand.

Price is not the decisive factor shaping energy transition. The evidence
— both historical and present day — shows that falling energy prices
often undermine energy industry profits. In turn, falling renewable
prices run the risk of detracting investors.

Reducing energy demand could reduce energy-related carbon
emissions by between 40 per cent and 53 per cent by 2050. Focusing
on falling prices obscures the importance of demand reduction.
Because demand reduction measures are not profitable, they remain
side-lined.



MYTH #4 —
Decentralised
energy will
decarbonise

& democratise
the energy
system



THE MYTH

THE REALITY

The idea that ‘small is beautiful’, originating from economist E.F. Schumacher,
is highly influential within the environment movement, which often advocates
for more localised and decentralised ways of organising society.'3® This line
of thinking has become prevalent within energy transition debates. Herman
Scheer, the architect of the German ‘Energiewende’, argued that the transition
to renewable energy implies a more distributed and localised way of life, with
households and communities able to power themselves through small-scale
solar generation. This, for Scheer, was to be celebrated: by decentralising en-
ergy, he believed that we could decentralise political power and create more
community-oriented and democratic political forms.

Scheer's ideology of energy localism has filtered into the way that most ac-
tors — from environmental activists to government and industry — have come
to think about energy transition. Generating energy from the sun, wind and water
opens up new possibilities for energy production to take place at much smaller
scales than large fossil fuel infrastructure allows for: every household can have
a solar panel on its roof, every neighbourhood can operate its own wind turbine.

Myriad different forms of localised energy initiative are proposed. Local ener-
gy communities owned and managed as cooperatives by their members are
often seen as key. Energy communities see people banding together - usually
within a specific locality — to invest in and run energy technologies and infra-
structures collectively.

Alongside local energy communities, municipal energy initiatives are also po-
sitioned as key players. Municipal energy schemes see municipal government
playing a more active role in any system, either as grid owners or through mu-
nicipal-owned companies that invest in renewable generation and/or provide
energy to households and businesses. Moreover, individual households are
often positioned as ‘prosumers’; producers of electricity through small-scale
renewable generating assets, as well as consumers.

For some, the decentralisation of the energy system heralds the end of the
centralised grid. As such, large incumbent utility firms tend to be portrayed as
conservative industry dinosaurs standing in the way of the transition. Indeed,
many argue that a more decentralised energy system would be inherently
democratising, taking control away from industry giants and putting power
in the hands of people directly through forms of localised community and
collective control and ownership.

Decentralised energy has an important role to play in the transition towards
more democratic and low-carbon energy systems. However, community ener-
gy schemes face substantive challenges when they are forced to compete
in a for-profit energy market. In fact, serious questions can be raised about
the democratic credentials of many decentralised energy initiatives due to the
risk of exclusivity.’3' What's more, we need to be realistic about the limits of
distributed generation in meeting climate targets: the transition needs to
take place across a range of scales and large-scale forms of organisa-
tion and planning are more crucial than ever.



THE MARKET UNDERMINES DECENTRALISED ENERGY

In the context of a liberalised energy market, smaller-scale energy projects
have been forced to compete with ever bigger for-profit energy companies.
This has seen these projects struggling when energy prices shift and subsi-
dies are removed.

For example, take Robin Hood Energy, a municipal energy supply company
owned by Nottingham City Council in the UK. Robin Hood Energy aimed
to provide energy that was as affordable and as sustainable as possible.'32
Unfortunately, this publicly owned energy company was sold off to private
firm British Gas in 2020. This was due to its failures to compete in a cutthroat
and volatile market — an experience shared by several other new munic-
ipal energy companies established in the UK in recent years. An energy
market that pressures companies to scale up and expand customer bases
as rapidly as possible puts smaller companies like Robin Hood Energy at a
severe disadvantage. When challenges such as Brexit and government policy
changes came about, only large established utility firms had the capacity
and resources to weather the storm."3

The case of Feed-in Tariff (FiT) cuts discussed previously offers a similar
story. Once these subsidies were cancelled and replaced with competitive
auctions, new decentralised energy projects were quickly outcompeted by
large and wealthy energy producers.’* As a result, the community energy
sector across Europe has taken a significant hit and new local energy pro-
jects now struggle to be commercially viable. In the UK, for instance, FiT
cuts saw the number of new community energy organisations fall from 30
in 2014-15 to just one in 2017.73>

DECENTRALISED ENERGY IS NOT NECESSARILY DEMOCRATIC

Proponents of this myth tend to assume that localisation guarantees democ-
ratisation. In practice, matters are far more complicated. Decentralised en-
ergy in no way ensures more just or democratic outcomes within energy
transitions. In many cases subsidy schemes geared towards supporting
decentralised energy schemes such as FiTs have mostly benefitted wealthier
populations able to afford large upfront investments such as rooftop solar
panels. Meanwhile, lower income consumers have footed the bill for these
subsidies through levies on their bills and taxation.'3®

The form of participation emphasised within community energy schemes
is often financial, with people encouraged to invest capital to finance new
community-owned generating assets. While financial participation has a
role to play in democratising the energy sector, democratisation should
not be reduced to this. Firstly, financial participation says nothing about
decision-making power and control. In addition, it tends to be inaccessible
to those on lower incomes — often community energy schemes stipulate a
minimum level of investment out of reach to those on low-incomes. Ulti-
mately, democratising the energy sector means ensuring that all can
participate on an equal footing, irrespective of ability to pay. If financial
exclusion is one risk of community energy, another is that participation in



community energy schemes tends to require time and energy that tend to
be in short supply for those living more precarious lives, as well as people
with caring responsibilities.’3”

DECENTRALISED ENERGY ALONE WILL NEVER BE SUFFICIENT FOR
DECARBONISATION

Decentralised energy can certainly play a significant role in low-carbon tran-
sitions. However, this role will likely remain relatively modest.

For example, Amsterdam and Barcelona have both created roadmaps to
boost their own energy production, which face very real challenges.'8 It was
estimated that if all usable surfaces within Amsterdam were to have solar
panels installed, the city would be able to produce around 1.1 GW through
solar. While this is an impressive amount, it is still only around 30 per cent
of the city's estimated electricity needs by 2030."3°

Barcelona has also made considerable steps towards a renewable transition,
and in 2019 established a municipal energy company to help achieve maxi-
mum local energy generation.' However, even if full capacity for city-wide
solar installations was reached, Barcelona’s rooftops could only produce an
estimated 1,191 GWh per year, accounting for only around 8 per cent of the
city's current total energy needs.'

The case of Bangladesh also illustrates the shortcomings of distributed re-
newables. Here, household solar systems grew widely between 2003 and
2018, electrifying 16 per cent of rural households.’2 Yet by 2021, the rate
of new solar installations had fallen to almost zero. This was because the
government stepped in to provide more reliable electricity connections at
lower prices.™3

These cases indicate that decentralised renewable generation is unlikely
to be remotely sufficient for meeting current energy needs, even under
full-capacity deployment. Indeed, a recent paper by TUED estimated that
rooftop solar PV has the potential to meet just 18 per cent of the EU’s
electricity needs, and only if every single rooftop in the region that is solar
compatible has a PV system installed. Given that this level of ambition across
the EU seems implausible, the figure is likely to be a lot lower, highlighting
that relying on distributed generation alone is unfeasible. 4

DECARBONISATION REQUIRES PLANNING AND COORDINATION
ACROSS SCALES

It is clear, then, that small-scale distributed renewable energy cannot deliv-
er on energy transition alone. A rapid and effective transition will require
thought and practice across a range of scales, with a pivotal role remaining
for large-scale centralised infrastructure.

For one thing, the transition that is needed calls for a rate and depth of
infrastructural change that can only be achieved through centralised
planning. In addition, the technical challenge of the variability of renewable



energy requires the capacity to coordinate diverse forms of generation
across multiple locations. Accountable centralised grid infrastructure is
more important than ever.

This does not mean we must return to the top-down state industries of
yesteryear. Nor does it mean conceding power over the transition to private
utility firms. The vision of Trade Unions for Energy Democracy and TNI
has comprehensively reclaiming public utilities at its heart. Our agenda
includes municipalities forging cooperative partnerships with utility firms
that are under democratic public ownership and that adopt a public goods
rather than profit-based approach. In Denmark, public-public partnerships
of this kind between public utility firms, municipalities and co-operatives
have driven one of the most advanced energy transitions in the world. In
Costa Rica (see below), a publicly planned, owned and organised electricity
system has enabled the country to fully decarbonise its power provision.'

WE NEED PUBLIC-COMMUNITY COLLABORATIONS ACROSS SCALES

The question is not whether decentralisation or centralisation will deliver the
energy transition, but rather how public and community actors can collab-
orate across scales in ways that prioritise the public good over private gain.

The neoliberal energy model imposes unnecessary challenges to the renew-
able transition. Instead of an environment where electricity utilities and de-
centralised energy producers are encouraged to work together to solve the
challenges, they are instead stuck in an environment of profit-seeking and
competition. Rather than being forced to choose between decentralisation
and centralisation, fixing the failure of energy liberalisation and privatisation
requires nothing less than reclaiming energy systems from the market to
build an overarching publicly owned energy sector that is accountable and
democratic, with ample room for community initiatives. But if countries
continue to rely on free markets, decentralisation may actually strengthen,
rather than challenge, the for-profit energy system.

In order to truly ensure universal access to clean energy, the focus
should be more on democratisation than on decentralisation. Take the
community constructed, owned, managed and operated micro hydro power
plants in El Cua, Nicaragua. Here, energy is regarded as a right that should
be affordable for everyone. Members’ financial contributions are based on
their income, rather than a price per kWh, as this would limit access for poorer
households.46

By prioritising democratisation, the right to energy can be achieved on a larger
scale. Costa Rica is home to four large rural electricity cooperatives, owned and
run by their users. These not-for-profit cooperatives take part in setting, devel-
oping and enforcing public policies in rural communities.'” Altogether, these
cooperatives cover a fifth of the national territory and supply power to over
390,000 users."8 Electricity coverage in Costa Rica is 99.9 per cent because
cooperatives do not have to complete with but operate alongside the state-
owned electricity utility ICE, alongside several sub-national public companies.'®



Democratisation can increase accountability and is key to effectively
interlink decentralised initiatives with larger-scale energy production
and vice versa in order to achieve clean energy for all.

SUMMARY

Decentralised energy will NOT decarbonise and democratise
the energy system.

Decentralised energy initiatives such as community energy
projects and municipal energy companies are undermined by the
liberalised market environment. In the UK, when FiT subsidies
gave way to competitive auctions, the number of new community
energy organisations fall from 30 in 2014-15 to just one in 2017."5°

Decentralised energy initiatives are not necessarily democratic.
Community energy projects often exclude those without the money
or time required for participation.

Decentralised energy alone will not deliver the energy transition.
Rooftop solar PV has the potential to meet an estimated 18 per cent

of the EU’s electricity needs, yet only if every single rooftop in the
region that is solar compatible has a PV system installed. In Bangladesh,
household solar generation became redundant as the government

was able to provide more reliable electricity at lower prices.

The energy transition requires planning and coordination

across scales. This calls for collaboration between public utilities,
communities and governments on every level, alongside the
wholesale democratisation of the sector.



MYTH #5 —
Intellectual
property rights
help facilitate
the energy
transition



THEMYTH

THE REALITY

Intellectual property (IP) laws aim to protect investors by monopolising IP hold-
ers' rights to use, license, and profit from new innovations. Within liberalised
energy markets, IP rights are seen as central to speeding up innovation and
encouraging investment.

According to advocates of this myth, without IP, private firms would lack the
incentives necessary to push forward the energy transition. This is because IP
facilitates private firms' capacity to profit from new low-carbon energy tech-
nologies, ensuring that these technologies cannot be developed by rival actors
and, in turn, that firms' market shares are protected.

The International Renewable Energy Agency (IRENA) describes patents and in-
tellectual property as an ‘engine of technological innovation’ and sees support-
ing and strengthening intellectual property regimes as a means to accelerate
the renewable transition.s

The COVID-19 pandemic has brought into focus the fact that IP regimes serve to
inhibit equitable access to technologies, especially in low-income countries. IP
constraints meant that the rights and knowledge required to produce vaccines
and medicines were left to a handful of companies, blocking low-income coun-
tries from producing vaccines while securing profits for firms in the wealthiest
countries.’®?

The situation with IP and the energy transition is very similar. Recognizing
the artificial barrier that IP regimes pose to renewables, Anténio Guterres,
the UN Secretary-General remarked: ‘renewable energy technologies,
such as battery storage, must be treated as essential and freely-avail-
able global public goods. Removing obstacles to knowledge sharing and
technological transfer — including intellectual property constraints - is crucial
for a rapid and fair renewable energy transition.’ 153

Indeed, contrary to claims made by IP proponents, IP is slowing down clean
energy investments while simultaneously exacerbating global inequality. In fact,
rather than IP regimes, it is state-led research and development programmes
that are vital for renewable technology innovation. An alternative Global Public
Goods (GPG) approach, which centres equity, justice, and a swift transi-
tion, requires the loosening of IP constraints and demands a system that
supports the sharing of key technologies, rather than one that constrains
technology distribution.

IP RIGHTS EXACERBATE GLOBAL INEQUALITY

The Agreement on Trade Related aspects of Intellectual Property (TRIPS) is
the institutional background for IP enforcement for World Trade Organization
member states. Although TRIPS contains methods for technology transfer to
low-income countries, these have not remedied the global inequality of access
to renewables.’>* Instead, IP restrictions have established a renewable ener-
gy oligopoly whereby the production of clean energy technologies is limited
to a handful of companies, largely in wealthy countries.'> In turn, IP regimes
are contributing to the global inequality between the global rich and poor.



Research has indicated that there is a monopoly of climate mitigation technol-
ogies and patents in high-income countries, and that lower-income countries
are rarely given licences to use patented technologies.’s® A broad swathe of
policy-makers, activists, and governments have called for the loosening of IP
regimes pertaining to low-carbon energy technologies for low- and middle-in-
come countries.’?

Four manufacturers (Denmark’s Vestas, Spain’s Siemens Gamesa, Chi-
na’s Goldwind, and General Electric of the US) accounted for 55 per
cent of all wind turbine production in 2019 and 73 per cent of solar
photovoltaic (PV) production took place in China in 2017.'58 Furthermore,
of the top 10 wind turbine manufacturers globally, every single firm was in
Europe, the United States, or China."s® This global oligopoly of renewable pro-
duction is one of the reasons why the entire continent of Africa produces just
1.5 per cent of the world’s solar energy, despite having the greatest potential
productive capacity.'¢®11 Indeed research indicates that weaker intellectual
property reinforcement would likely help local initiatives develop more rapidly
within Africa.162

Moreover, IP regimes are contributing to neocolonial extraction in the
energy sector. Most renewables are dependent on minerals such as cobalt
and copper obtained from the global South,'®3 and yet only countries in the
global North have the IP rights to produce new renewables. Hence, the global
South is forced to relinquish its resources for the profits (and energy consump-
tion) of the global North.'64

IP RIGHTS SLOW DOWN CLEAN ENERGY INVESTMENT

As explained above, IP rights prevent areas of the world rich in abundant re-
newable energy potential from utilising this. As well as raising issues of global
justice and equality, a further consequence is that the energy transition is
slowed down. By limiting the right to produce new renewable technologies to
those who hold IP rights, companies, municipalities, and other actors around
the world are prevented from adopting these technologies, even when there
is a genuine desire to do so.

London-based think-tank Chatham House estimates that because of pat-
ents, new inventions in the energy sector take between two and three
decades to reach the mass market, with an average of 24 years for most
renewable energy innovations.'%> By the time these technologies are widely
available, the world economy should already be close to net-zero emissions.

FOCUSING ON IP RIGHTS OBSCURES THE ROLE OF THE STATE IN
LOW-CARBON INNOVATION

By positioning IP protections as the engine of renewables innovation, propo-
nents of this myth hide the fact that state-driven research and development
(R&D) is at the centre of new renewable technology. We have already seen in
Myth #1 that the public sector provides the majority of funds for the renewable
transition. One important dimension of this, as research by the renowned
economist Mariana Mazzucato and her team point out, is that it has actually



been state-sponsored research programmes that have created the
knowledge and technology necessary to produce renewable energy.s¢

For example, Vestas and General Electric, two of the largest manufacturers of
utility-scale wind turbines, both drew heavily on research that was funded by
the US and Danish governments.'” In fact, Vestas and Bonus (Danish produc-
ers of wind turbines) purchased patents from Danish government-sponsored
research programmes and used this knowledge to develop their wind turbine
technologies.s8

Calculations on the percentage of global R&D funds that come from public
sources vary, butin 2011, the European Commission estimated that around
45 per cent of R&D funds for solar energy originated from public sourc-
es,'®? and research indicates that this share is increasing over time."”® This is
particularly important considering that public investment and policies tend to
have a significant and positive effect on private investment towards R&D in
renewables.”

WE NEED A GLOBAL PUBLIC GOODS APPROACH

In contrast to the current IP regime, an alternative Global Public Goods (GPG)
approach sees access to green technologies as a public good for all and, in
turn, will accelerate the renewable energy transition.

A GPG approach would challenge the current system of governments spon-
soring R&D for private profits, and instead encourage active sharing and col-
laboration on research on new renewable technology.'”2 IP barriers for new
renewable technologies would be replaced with a system where governments
are encouraged to share knowledge and collaborate through public-public
partnerships.

Rather than invest in R&D to maximise profits, a GPG approach centres the
goals of efficiency, efficacy, and equity, promoting technology transfer
and knowledge-sharing rather than reinforcing monopolies on intellectual
property. Further, by promoting partnerships between public entities spanning
high-income and low-income countries, a GPG approach has the potential to
close the gap between the global rich and global poor in terms of access to
low-carbon energy technologies.



SUMMARY

Intellectual property rights do NOT help facilitate
the energy transition.

IP enforcement exacerbates global inequality by enabling
firms in wealthy western countries to gain monopoly control
over the production of new low-carbon energy technologies.
Just four manufacturers account for 55 per cent of the
world’s wind turbine production.’3

In turn, IP slows down the energy transition. Chatham House
estimates that because of patents, new inventions in the
energy sector take between two and three decades to reach
the mass market, with an average of 24 years for most
renewable energy innovations.

State-led research has been at the heart of R&D for renewables,
challenging the narrative of profit-oriented private company-
led innovation and thus undermining the need for IP protections.’*

A Global Public Goods approach based on sharing knowledge
and technology requires challenging the intellectual

property system and can facilitate the distribution of renewable
technology globally through public-public partnerships."’



MYTH #6 —
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protection

IS hecessary to
encourage
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THE MYTH

THE REALITY

Investments in the energy sector are often protected by International Invest-
ment Agreements. These agreements contain specific measures geared to-
wards ‘investment protection’, in particular investor-state dispute settlement
(ISDS) clauses, which enable foreign investors to sue governments at interna-
tional tribunals to challenge policies that have reduced their profits, or that
could do so in the future.

Within the energy sector, the most frequently invoked International Invest-
ment Agreement is the 1994 Energy Charter Treaty (ECT). The Treaty is signed
by 53 member states in Europe and Asia, including the EU and Euratom.7¢
The ECT secretariat has been pushing hard to expand the Treaty into Africa,
the Middle East, Latin America and more countries in Asia."”” Investors and
investment lawyers present the ECT and other ISDS schemes as necessary to
protect and attract renewable energy investments. They argue that investors
need protection through ISDS to provide legal certainty and stability. In the
words of the ECT website:

‘...the Treaty is designed to provide a stable interface between the foreign
investor and the host government. This stability is particularly importantin the
global energy sector, where projects are highly strategic and capital-intensive,
and where risks have to be assessed over the long-term. It is a major task to
reduce these risks, as much as possible, by creating a stable and transparent
investment climate.' 78

Because renewable energy projects often require significant upfront invest-
ment, it is often argued that renewables investments, in particular, depend
upon stable legal and regulatory frameworks. Proponents argue that without
ISDS, renewable projects are too risky for investors to back with the scale and
urgency required to meet international climate targets.

International investment treaties, in particular the Energy Charter Treaty (ECT),
have become powerful weapons for fossil fuel corporations and investment
funds. ISDS enables corporations to sue governments to challenge policies
that could reduce their profits — even those enacted to deal with the social,
energy and climate crises.

Only investors can initiate ISDS claims — there is no parallel mecha-
nism for governments to sue investors. Arbitration proceedings bypass
national jurisdictions and lack transparency, while rulings are unpredictable
and depend solely on the arbitrators’ decisions, with no right of appeal. Arbi-
trators often lack independence and impartiality. Arbitration awards can be
enforced anywhere in the world: if states lose cases and fail to pay compen-
sation, investors can seize their assets in other countries.”®

ISDS cases that relate to the environment have significantly increased over
recent years. As of December 2022, the total number of known ISDS cases
stood at 1,257.780 175 of these cases were brought against government
measures related to the environment, 192 were initiated by a fossil fuel
investor, and at least 80 challenged measures relating to regulatory changes



for re-newable energy production.’' Around half of all environment-related
ISDS cases were brought through the ECT. As of June 2021, the average amount
claimed by investors from governments under the ECT reached $1.6 billion.82

The reality is that ISDS is standing in the way of climate action, while alleged
benefits pertaining to renewables investment do not seem to be materialising.
What's more, ISDS undermines governments' capacity to implement demo-
cratically agreed climate policies. ISDS claims can easily run into billions
because corporations not only sue to recover money they have already
spent, they can also claim compensation for hypothetical future profits
lost due to government actions.'83

ISDS BLOCKS CLIMATE ACTION

In its latest report, the Intergovernmental Panel on Climate Change highlighted
the danger that treaties like the ECT can ‘be used by fossil-fuel companies
to block national legislation aimed at phasing out the use of their assets'.'8
Indeed, The ECT does not support an immediate halt to new fossil fuel projects.
Even plans for a ‘modernised’ Energy Charter would continue to protect all
fossil fuel investment for at least another 10 years.

As demonstrated by the following examples, ISDS presents a risk for gov-
ernments that take measures to advance low-carbon energy transition
and offer support for the fossil fuel and nuclear industries:

Sued for phasing out nuclear energy: Swedish state-owned multinational
energy company Vattenfall filed a lawsuit against Germany in 2012,

claiming €4.3 billion plus interest for lost profits related to two of its nuclear
reactors. The legal action was a response to a decision by the German
Parliament to accelerate the phasing out of nuclear energy, following the
Fukushima disaster in 2011 and strong anti-nuclear protests throughout

the country.'ss

Sued for prohibiting coal power production: The Netherlands was sued
twice for its plans to stop coal power production by 2030. The German energy
giant RWE claimed €1.4 billion in compensation. Meanwhile, Uniper, another
German multinational, filed a similar lawsuit, claiming around €1 billion.8¢
Sued for banning offshore oil extraction: Italy was sued by the British

oil and gas company Rockhopper after cancelling its concession to drill for
oil in the Adriatic Sea. This came after a decade-long struggle by coastal
Italian communities who denounced the danger of drilling, which had
already caused earthquakes and threatened new ecological disasters.

The oil company is demanding €300 million compensation, seven times
more than the figure initially invested by the company. The claim came after
Italy withdrew from the ECT in 2015; investors can continue to use ISDS
procedures provided for in the ECT up to 20 years after withdrawal.s?

There is a strong precedent, then, of countries being bullied out of im-
portant energy transition policies by ISDS. In addition, even the threat of
new lawsuits could be enough for a government to reconsider passing
new regulations that could ‘damage’ investors’' ‘economic expectations’.



It is no wonder, then, that multiple countries including Denmark, France, Spain,
Germany and the Netherlands, have announced plans to leave the ECT, citing
the tension between the ECT and climate action as central to their decision.
What's more, the European Commission recently noted that a joint EU exit
from the Treaty appears inevitable, because the Treaty ‘clearly undermines’ EU
climate targets.88

ISDS DOES NOT SUPPORT RENEWABLES INVESTMENT

There is no evidence to support the claim that ISDS and the ECT help to attract
and protect investment in clean energy technologies. Investment Agreements
and investment protection measures do not figure in the 167 criteria used by
Bloomberg New Energy Finance to assess countries’ attractiveness for renew-
able energy investment.’® Indeed, countries that have not signed or have
recently terminated Investment Agreements are ranked by Bloomberg
New Energy Finance as providing the best opportunities for renewable
energy investors.'®

These findings are congruent with a broader evidence base that suggests that In-
vestment Agreements like the ECT do not contribute to investors' decision-mak-
ing. Multiple recent studies have demonstrated that investment protection
measures have little to no effect on Foreign Direct Investment to a country.’’

The case of Spain further debunks the myth that investment protection sup-
ports the clean energy transition. Spain is the most sued country under the
ECT, largely because of changes to its renewable subsidy schemes. The Span-
ish government's Feed-in-Tariff scheme created a highly lucrative environment
for investment in solar energy, attracting capital from international investors
and financial institutions.

However, the government cut the Feed-in-Tariff in 2008 due to the financial
crisis. A torrent of ISDS cases have ensued under the ECT: Spain received 51
claims, of which 27 have already been resolved, 21 of them in favour of
the investor.%?

An estimated €8 billion is being claimed by foreign investors, with €1.2 billion
paid out so far by the government in cases it has already lost — a figure that
equals Spain's commitment for spending on climate change, and five times its
2021 spending on measures to alleviate energy poverty.' The beneficiaries of
these claims are not renewable energy companies. On the contrary, 89 per
cent of the claimants are financial institutions and investment funds,
for whom the energy transition is little more than a source of profit.?*
Indeed, in half of the cases, the companies suing Spain also had investments
in the coal, oil, gas, and nuclear energy sectors.>

As such, while at face value the case of Spain looks like an example of ISDS being
used to defend renewables investment, this turns out to be far from the truth.
In fact, what we see here is ISDS being used to line the pockets of investors that
have no particular interest in renewable energy. Meanwhile, government funds
that could have been used to spearhead ambitious climate policy and clean



energy investment are depleted. Some domestic investors even registered a
shell company in an ECT member country to sue the Spanish government.%

ISDS UNDERMINES POPULAR SOVEREIGNTY

The implications of this are compounded, particularly for governments of re-
source-rich countries in the global South, due to the possibility of ISDS being
deployed in cases relating to the metals and minerals required for renewable
energy technologies such as lithium, cobalt and nickel. The risk here is that
governments introducing new policies or regulations pertaining to
markets in these commodities could be sued through an ISDS tribunal
by investors with a stake in the renewable technologies whose supply
chains depend upon access to these minerals and metals.

As the market value of some transition metals alone is expected to reach tens
of billions of dollars,’? ISDS claims in this sector promise to be highly lucrative.
For example, following remarks by the government of Chile alluding to plans
around the nationalisation of its lithium resources, Simco SpA, a joint ven-
ture between the Chilean company Grupo Errazuriz and Taiwanese company
Simbalik Group, has threatened to invoke ISDS. Any potential claim could be
worth more than $2.5 billion, as Simco estimates that the potential ‘damages’
(including lost future profits) may total this figure.8

Time and again, ISDS lawsuits — or even the mere threat of them — have
been sufficient to deter governments from taking necessary measures. This
dangerous dynamic known as ‘regulatory chill’ has also been observed in re-
lation to energy transition resources.' Take Newmont, a US mining company
registered in the Netherlands that evoked the Indonesian-Dutch Bilateral In-
vestment Treaty in 2014.2% This happened five years after the Indonesian gov-
ernment introduced export restrictions on copper, a move aimed at boosting
domestic employment and the local economy — and to support Indonesia in
becoming less dependent on the export of raw materials. Newmont ultimately
withdrew its claim after obtaining special exemptions from the mining law.20"

Wealthy Northern governments are using ISDS to protect their indus-
tries, at the expense of resource-rich countries’ sovereignty. In a com-
munication to other EU bodies, the European Commission said that in order
for the EU's green tech industry to thrive, ‘[e]xternal energy policy must work
hand in hand with the EU industrial and trade policy, ensuring market access
for our industry and addressing challenges via the Free Trade Agreements and
enforcement action.’ ISDS is the main enforcement mechanism of the many
trade deals the EU has signed, so the Commission presents ISDS as necessary
for its industries to ensure market access to raw materials critical to energy
transition technologies.?%2 In turn, this usage of ISDS undermines the capacity
of resource-rich countries to introduce just transition policies.

ISDS UNDERMINES DEMOCRACY

The anti-democratic implications of the ISDS mechanism present in the ECT and
countless other investment protection treaties (there are some 2,500 in total)
have generated widespread criticism from academics, lawyers, and civil society.



The heart of the problem is that only foreign investors can sue, making it a
one-sided and un-democratic system in which the state is always a defendant
and cannot bring counter-claims against investors. It provides special privileges
and rights to foreign investors, enhancing their power relative to citizens and
governments. As such, ISDS is a shadow legal system operating outside
domestic legislation, capable of overriding national law and govern-
ment sovereignty.

Worldwide, ISDS has bolstered corporate impunity, while undermining
governments’ power to regulate the practices of corporations. It has
often left the state as a hostage to investors' interests by enabling corpora-
tions to sue for billions of dollars of compensation when they can claim that
national policies in some way harm their investments, if not mere hypothetical
profits. In the end, the government pays compensation using public money,
raising important questions about the balance between private gain and public
loss. Moreover, the mechanism can have a chilling effect on public measures.
When this happens, a claim or even the mere threat of a claim prevents the
state from legislating to protect people’s rights. It should be noted, ISDS is
also open to domestic companies as long as they have registered a mailbox
company abroad in a country where an investment treaty guarantees access
to investment protection.

WE NEED A BINDING TREATY TO HOLD ENERGY MULTINATIONALS
ACCOUNTABLE

ISDS undermines governments’ capacity to design and implement ambitious
energy transition policies. The threat of international arbitration hamstrings
governments, making it even more difficult to keep fossil fuels in the ground.
Luckily, however, by the end of 2022, Spain, France, Italy, Germany, Poland, the
Netherlands, Luxembourg and Slovenia decided to pull out of the ECT, after
which the European Parliament called for an immediate withdrawal from the
Treaty. At the same time, efforts by the ECT secretariat to lobby coun-
tries in Africa, the Middle East, Asia and Latin America to sign on to the
Treaty continue unabated.2%3

As discussed in Myth #1, we need to rethink dominant paradigms on energy
transition investment: the public sector must lead the way on delivering a just
and democratic transition. For this to happen, the ECT — and ISDS schemes
more broadly — must become a thing of the past.

Instead of international arbitration tribunals that favour energy multinationals
and foreign investors, we need to employ international law in defence of hu-
man rights — especially considering the fact that energy companies, green and
polluting alike, are often associated with human rights violations.2* While the
privileges extending to the corporate sector through ISDS are legally binding, so
far all existing international instruments on business and human rights are vol-
untary schemes. That's why social movements, affected communities and trade
unions around the world, together with some low- and middle-income coun-
tries, have sustained the struggle for an international legally binding instrument
that holds multinationals accountable for their human rights violations.205206



This ‘binding treaty’, under negotiations at the United Nations Human
Rights Council since 2014, should be part and parcel of our growing
struggle to reclaim energy from the market and expand governments
capacities to develop democratic energy transition policies.

’

SUMMARY

Investment protection measures are NOT necessary to encourage
energy transition investment.

ISDS enables corporations to sue governments for policies in
the public interest that reduce their profits, including hypothetical
future profits.

ISDS is being used to block climate action and support the fossil

fuel industry, who repeatedly sue governments for measures that seek
to reduce fossil fuel production and consumption. Multiple countries
including Denmark, France, Spain, Germany and the Netherlands

are leaving the ECT because of the threat it poses to climate targets
and energy transition.

ISDS does not protect or encourage renewables investment: multiple
studies show that investors do not take into account the presence

of Investment Agreements in their decision-making. Investment
Agreements and investment protection measures do not figure in the
167 criteria used by Bloomberg New Energy Finance to assess countries’
attractiveness for renewable energy investment.

ISDS undermines domestic legal systems and government sovereignty.
It creates a shadow legal system that is highly untransparent

and unaccountable, further concentrating power in the hands of
international investors and corporations.

Promoting governments’ capacity to introduce ambitious energy
transition policies means dismantling the ECT and ISDS schemes more
broadly.

Instead of international arbitration that favours energy multinationals
and foreign investors, we need an international legally binding
instrument to hold energy multinationals accountable for their human
rights violations.
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In the face of the ever-worsening climate crisis, this report aims to chal-
lenge the six harmful but influential energy transition myths. Together,
these myths aim to persuade us that the private sector, free markets,
cheaper prices and decentralisation can decarbonise the energy sys-
tem — and that intellectual property rights and trade and investment
protection agreements are necessary to facilitate this.

Such a worldview sees private profiteering as inherent to the energy
sector and as necessary for decarbonisation. But as this report has
demonstrated, reducing energy demand and switching the entire elec-
tricity infrastructure to renewables is not a profitable endeavour. Rath-
er, it entails costly and comprehensive change that will not succeed
without public planning, public finance and public ownership.

The transition requires governments to be well equipped and held ac-
countable by a myriad of social movements and populations at large to
implement policies in the public interest. Instead of leaving the energy
system to the market and corporations, governments should ensure
that energy workers and users can participate at every level of the
sector to ensure that just, democratic and sustainable public energy
systems are built.

We hope these mythbusters contribute to an increasingly powerful
and interconnected labour and environmental justice movement that,
collectively, can force governments to dismantle the for-profit market
model and realise energy transitions by and for the public.

Finally, this publication is part of an open political process in which
trade unions, scholar activists and frontline communities have devel-
oped an Energy Democracy Movement Declaration. This seeks to work
towards taking energy back from the market and moving towards pub-
lic ownership and democratic management, with popular participation,
human rights and equality at its heart.

You can sign on and spread the Energy Democracy Movement Declara-
tion here: https://www.energydemocracydeclaration.org


https://www.energydemocracydeclaration.org
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