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UNITED KINGDOM
Despite a 2.7 per cent drop in the

cost of gas this year, prices in
the UK are predicted to rise
again. The cost reduction in

1998, which helped the UK maintain its posi-
tion as the second cheapest of the thirteen
countries surveyed, followed a huge 23.3 per cent
rise in 1997. 

The improvement in prices last year was
mainly due to a reduction in transmission costs.
It is likely, however, that the opening of the Euro-
pean gas market via the European gas inter-
connector will be one of many factors bringing
pressure on UK gas prices.

With the ever-increasing emergence of mul-
ti-utility companies, the UK government’s
announcement of a single regulator to over-
see the electricity and gas industries is looked
upon favourably. But it does raise the ques-
tion as to whether there is a role for a joint
regulator for all UK utilities.

The gas cost control analysis service provided by NUS reveals that for the
period September 1997 to September 1998, Swedish prices were the highest
of the thirteen countries surveyed, while Canada is still the cheapest
country for gas. South Africa faced a massive rise in prices, while Spanish
consumers benefited from the largest drop in the average cost of gas. 

National Utility Services

SWEDEN
Although the average cost of gas in

Sweden dropped by 1.4 per cent in
1998, the country leads the League
Table as the most expensive for gas

in the survey. Natural gas still accounts for
only 3 per cent of the total energy consumption,
and is used as an energy source only in some parts
of western and southern Sweden. In the areas
around the major cities of Gothenburg and
Malmo, however, gas represents about 25 per
cent of total energy consumption, in line with
other European countries.

According to some sources, gas pipelines
in Sweden are not used to their full capacity. But,
due to the low number of end users, further
investment in improving pipeline efficiency is
not considered as being economical.

Last September, Sweden’s largest daily news-
paper, Dagens Nyheter, reported that the Finnish-
Russian company North Transgas, had exten-
sive plans for a pipeline that would run from
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More favourable prices are doubtful as long
as larger players continue to control the market.

SOUTH AFRICA
Last year, consumers in South Africa
suffered a massive rise of more than

25 per cent in the cost of gas, against
a 7.6 per cent inflation rate. A

major change in the pricing structure was intro-
duced in January 1998. The new system replaced
one based on hourly and daily load factors. It
has no load factor component and is volume relat-
ed to a block structure calculated from three alter-
native fuels quoted on the Singapore stock
exchange. Prices will, therefore, fluctuate with
the oil market and also with the rand/Singapore
dollar exchange rate. Due to severe increases in
costs, Sasol Gas, which markets over 90 per cent
of gas used in South Africa, has negotiated
individual discounts with customers.

ITALY
Gas prices in 1998 fell by more

than 9 per cent in Italy, against a 1.9
per cent inflation rate. The total vol-
ume of gas sold from July 1997 to

June 1998 was 53.6 million cubic metres, which
represents an increase of 2.7 million cubic

Russia through Sweden and further into the
EU area. While this would obviously open up
new pipeline connections in Sweden, opinion
is still divided as to the value of this develop-
ment. Claims that the environmental conse-
quences have not yet been fully investigated are
countered with arguments about ease of use
compared to other alternative energy sources.

NETHERLANDS
Despite a tax on energy being

applied to gas in the Nether-
lands, Dutch consumers saw
the average cost of gas fall by

4 per cent, against a 1.7 per cent inflation
rate in 1998. The stage is set for liberalization
of the gas market, with larger consumers ben-
efiting from deregulation - which commenced
in January of this year - and smaller users
being phased in by 2007. 

Although this will obviously have a great
effect on the gas market, specific conditions
under which gas will be supplied are unknown
at present.

FRANCE
In France, fluctuating prices

throughout 1998 resulted in a
small overall increase in the cost

of gas, matching the 0.8 per
cent inflation rate. This came despite a previ-
ous drop in the price of gas. Deregulation has
not yet taken place and is not expected to have
an impact on consumers for several years. 

Large gas consumers are expected to bene-
fit from an open market by January 2000, while
smaller consumers will have to wait until 2008.

GERMANY
In Germany, the cost of gas

fell, on average, by 9.2 per cent
last year, due to the low price of
heating oil, which is the main

factor in gas price indexing. While deregulation
is expected in the next two years, it is not
thought that this will bring great or quick price
reductions due to technical questions that remain
unanswered. It remains to be seen how much
influence the new interconnector will have on
the gas market. 

HIGHLIGHTS FROM AROUND 
THE WORLD

✔ Prices fall but
future hikes
predicted (UK)

✔ Top of the survey
League Table
(Sweden)

✔ Costs fall despite
energy tax hike
(Netherlands)

✔ Price increase
matches inflation
(France) 

✔ Gas gets cheaper
(Germany) 

✔ Largest predicted
hike in prices
(South Africa) 

✔ Tumble in prices
(Italy) 

✔ Largest drop in
prices (Spain)

✔ Prices fall
(Belgium)

✔ Prices set to
continue 
downward spiral
(US)

✔ Costs rise against
inflation (Finland)

✔ Stability in prices
(Australia)

✔ Cheapest country
for gas 
(Canada)
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metres over the previous year. Enel’s prefer-
ence for cheaper products such as oil or coal
led to a decrease in the consumption of gas used
in electricity generation. This could have seri-
ous repurcussions for the recent agreements
made in Kyoto (Japan) concerning CO2 emis-
sion because gas, which should be the princi-
pal product, is too expensive. However, with
the 1998 Finance Act, the Italian government
has already introduced a carbon tax. This may
well affect the price of oil and coal for use in
power stations. Even though gas prices have
fallen, gas struggles to remain competitive as
an energy source because of the significant
reduction in the price of combustibles. The prices
of petrol-based products have fallen due to the
better dollar/lira exchange rate.

SPAIN
Although in 1998 the tariff pricing

structure in Spain underwent no
changes, the average cost of gas
decreased by 12.5 per cent due

to the indexing of gas costs to F.O.B. oil
prices. This was the largest drop registered in
the survey. Deregulation of the gas market
began late last year for large consumers. Small-
er users will be phased in to an open market in
four stages, with completion due in 2013.

BELGIUM 
Prices in Belgium fell by near-

ly 12 per cent last year, placing
the country in eighth position
in the League Table. No fun-

damental changes in the tariff structure were
made in 1998, and pricing remained fixed
with changeable parameters linked to inflation
rates. Liberalization of the gas market is not
seen as urgent, and the Belgian government was
due to start discussions  regarding an open
market early this year.

UNITED STATES
The average cost of gas in the

United States fell by 6.8 per cent
in 1998, a trend that is pre-

dicted to continue throughout
this year. Turmoil in financial markets world-
wide has had a dampening effect on business

activity and can be expected to flatten demand
for gas this year. Also, it is envisaged that in
the year 2000, new supplies from the pro-
posed pipeline from Canada will put increas-
ing pressure on domestic procedures to retain
market share. The unpredictable weather con-
tinues to have an impact on pricing. Winter has
been normal this year, so prices should firm up. 

FINLAND
Last year gas prices rose in Fin-

land by nearly 4 per cent against a
1.2 per cent rate of inflation.
Natural gas represents about

10 per cent of the total energy production in Fin-
land, where the natural gas network reaches the
southern, as well as some parts of the middle
and eastern regions of the country. Two sep-
arate studies are being carried out regarding the
expansion of the natural gas network from
Russia through Finland to Europe. Depending
on the results of the studies, the natural gas net-
work in Finland will either expand or remain
at its current modest level. The studies look at
gas supply not only in Finland, but also in
Norway, Sweden and Denmark. Two of the

INTERNATIONAL GAS PRICE 
LEAGUE TABLE

1997 1998
COUNTRY PENCE COUNTRY PENCE

/KWH /KWH

Sweden 2.14 Sweden 2.11    

Germany 1.30 Netherlands 1.20    

Netherlands 1.25 France 1.19    

Italy 1.21 Germany 1.18    

Spain 1.20 South Africa 1.18    

France 1.18 Italy 1.10    

Belgium 1.09 Spain 1.05

South Africa 0.94 Belgium 0.96    

United States 0.88 United States 0.82    

Finland 0.79 Finland 0.82    

Australia 0.77 Australia 0.77    

United Kingdom 0.74 United Kingdom 0.72    

Canada 0.57 Canada 0.61  



124

Glass-Technology International 3/1999
w w w . g l a s s o n l i n e . c o m

options mooted are running the pipeline through
Finland to Norway, Sweden and Denmark, or
drawing the pipeline under the sea to the Baltic
countries and Germany. Interruptible gas sup-
plies are non-existent in Finland. Firm gas
supplies have the same price for both heating
and processing. 

AUSTRALIA
1998 gas costs in Australia were

among the lowest of the coun-
tries surveyed, with prices show-
ing no change over 1997.

Although during the course of last year the gas
markets in several Australian states started
on the road to deregulation, there were dramatic
price variations in different parts of the coun-
try. Prices in Sydney, Melbourne, Adelaide and
Brisbane remained static, while in Perth a
significant reduction resulted from falling
fuel oil prices, the benchmark for gas prices
in that state.

In Sydney (New South Wales), the great bulk
of transmission, distribution and retailing is in
the hands of AGL, a listed company. Although,
theoretically, the retail market was open to com-
petition during 1998, no competition actual-
ly resulted. 

The main obstacle is that AGL has the con-
testable market already under contract and
competing retailers are unable to secure gas from
the wellhead. 

Melbourne (Victoria) is now serviced by three
retailers: Ikon Energy, Energy 21 and Kinetik
Energy. These retailers have been created out
of the old Gas & Fuel Corporation, but remain
publicly owned. 

Although the Victorian state government
intends to sell off these retailers and the dis-
tribution networks operated by Stratus Networks,
Westar and Multiner, this process and the
opening up of the Victorian retail market to com-
petition has been delayed and is awaiting
finalization of a number of regulatory matters.
At this stage, there is no sign of competition
being introduced into the Adelaide, Perth or Bris-
bane markets. 

However, while there is no competition in
the retail gas market in Perth (Western Aus-
tralia), there is a certain amount of competi-

tion in the building of new infrastructures,
including transmission pipelines.

As regards Australia as a whole, the major
obstacle to an open market is the existence of
monopolies at all of the gas fields,  although,
in theory, with strong regulation of the retail
markets, competition may eventually exist.

In practice, retailers will have little margin
to work with until the monopolies and each of
the wellheads are broken up.

CANADA
Canadian consumers saw a 7 per

cent rise in the average price of gas,
against a 1.1 per cent rate of infla-

tion. Prices have been kept low in
Canada since deregulation in 1985. 

The relatively low prices in 1998 were due
to an unusually mild winter at the beginning
of the year.

In summer and autumn 1998 the utilities
requested and received regulatory approval
for increases of approximately 12 per cent in
the cost of gas. These costs were incorporat-
ed in local utility rates. 

The increase took effect, for the most part,
by the end of the year, as the unregulated

INTERNATIONAL GAS PRICE SURVEY
PERCENTAGE INCREASE/DECREASE

1997 1998
COUNTRY % INC/DEC COUNTRY % INC/DEC ROI

United Kingdom 23.3 South Africa 25.5 7.6

Sweden 23.0 Canada 7.0 1.1

Germany 20.4 Finland 3.8 1.2

Belgium 13.4 France 0.8 0.8

South Africa 9.6 Australia 0.0 0.7

Netherlands 7.8 Sweden -1.4 0.0

United States 7.1 United Kingdom -2.7 3.2

Italy 6.3 Netherlands -4.0 1.7

France 5.3 United States -6.8 1.4

Canada 4.8 Italy -9.1 1.9

Australia 2.0 Germany -9.2 1.4

Finland 0.0 Belgium -11.9 0.4

Spain -4.0 Spain -12.5 2.1



125suppliers of gas were boosting prices. Naturally,
the utility companies claim that the increase in
gas costs were brought on by the producers, who
anticipated a greater winter demand for gas, since
much colder weather was predicted for the
1997/1998 winter. Also, a number of new
pipelines have recently been completed which
were due to start transporting Western Canadian
gas to the more lucrative US markets in Decem-
ber, thus pushing up the price of domestic gas.

Some speculate that the utility companies may
have a hand in driving prices up. For the past
ten years, the utilities have had to compete
with unregulated suppliers and this has kept prices
low. Now, the utility suppliers are getting out
of the market altogether, and all end users will
be forced to find new suppliers. A number of new
pricing initiatives have been introduced, but these
are not very attractive to consumers, who are now
faced with the likelihood that gas prices will be
much higher than they have been in the past.

NOTES ON THE SURVEY
• The survey is based on prices prevailing in

September 1997 and September 1998;
• exchange rate conversions are based on the

closing prices in the Financial Times on 2 Sep-
tember 1998;

• prices for each country are unweighted aver-
ages of the individual supplier’s prices, net
of VAT (or its local equivalent) where such
taxes are “recoverable” by businesses;

• sizes of the suppliers are for “firm” contract
gas: 
a) 100,000 therms (2,931,000 KWH) per
year for process and heating; 
b)  1,000,000 therms (29, 310, 000 KWH) per
year for process and heating;

• figures in brackets indicate price decreases.
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