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before the government liberalised the market, but the number has since fallen by
half because of mergers and takeovers, says Uwe Leprich of the Hochschule fir
Technik und Wirtschaft in Saarbriicken.

A second problem is that Germany’s biggest electricity generators also own the
networks that distribute electricity. Critics argue that this gives them a huge
advantage over independent producers, which may struggle to gain access to the
networks fairly or, if they do, gain as much information on supply and demand
across the grid. The European Commission has long criticised this “vertical
integration” but it has had little success in getting its members to agree to force
firms to “unbundle” generation and transmission.

Change is, however, coming on two fronts. The first is that antitrust regulators in
Germany seem to have woken up to the fact that the country’s electricity market
is not competitive. And the European Commission is having some success in
forcing firms to “unbundle” using antitrust powers. Late last year it closed an
investigation into alleged price manipulation by E.ON after the utility agreed to sell
its long-distance distribution network along with some of its generating stations.

And over the longer run, ambitious plans to increase the share of electricity from
renewable sources may erode the dominance of the country’s four biggest
electricity generators. Germany hopes to get as much as 30% of its electricity
from renewable sources by 2020, and although few in the industry think the
target will be met, there is nevertheless likely to be a huge investment in new
generating capacity over the coming decades. Judicious action by antitrust
authorities now could ensure that it adds to competition in the electricity market
rather than simply entrenching the incumbents’ positions. But because of the high
cost of renewable energy, even with more competition in the market, Germany’s
power prices are likely to keep on rising.
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