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• Taxing windfall profits

• Proposal to move towards pay-as-bid 

• FSR policy brief
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Three points, three slides, three publications



Taxing windfall profits

• “ “Windfall profits” again is a popular 
term, but mostly the term is used 
inappropriately.”

…
• “Often the blend of rent skimming, 

monopoly profits and swindle profits 
will be difficult to distillate. 

• But done successfully one will find 
very little real—unexpected, 
uncontrolled, unearned—windfall 
residuals.

• This bottoming in the large profit 
barrel may be left to the lucky finder.”
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Proposal to move to pay-as-bid

• “Any belief that a shift from uniform to 
pay-as-bid pricing would provide 
power purchasers substantial relief 
from soaring prices is simply 
mistaken.” 

• “The immediate consequence of its 
introduction would be a radical 
change in bidding behavior that would 

• introduce new inefficiencies, 

• weaken competition in new 
generation,

• and impede expansion in capacity.”
Fig: Borenstein et al. (2002)



EU crisis 2021-2022

• Mandatory hedging for retailers 
offering fixed-price contracts

• Revisit paradigm that CRMs are not 
part of target model: reliability options

• Quality differentiation (“subscriptions”)
• Market-based load shedding

• To set level of mandatory hedging by 
retailers

• To set level of capacity procured in 
capacity remuneration mechanisms

California crisis 2000-2001

• Long-Term Contracting

• Promoting Customer Price Response

• Direct Interventions to Combat 
Strategic Withholding of Supplies
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FSR Policy Brief



6

www.leonardomeeus.com


