
USTRALIA
Contestability is progressing in

the state of Victoria with full retail
contestability expected by mid-2002. How-
ever, greater importance is being attached to
ensuring that the contract maximum daily
quantity (MDQ) is not exceeded as extra
charges are incurred - particularly if the excess

occurs on one of the five days
of peak grid congestion.

In the state of New South
Wales (NSW), the f inal
approval and implementa-
tion of access arrangements

- allowing third party access to the grid -
occurred on 1 October 2000, resulting in a
large number of customers moving to the new
contract pricing, allowing choice of retailer. This

National Utility Services

has impacted on pricing in several ways. A sys-
tem of ‘user pays’ for grid access has meant that
customers in more remote locations have seen
increased costs, while those closer to cities have
experienced cost reductions. However, the
introduction of retail choice has had a positive
effect on price via competition in the mar-
ketplace. The access arrangement, however,
envisaged a transitional charge for the dis-
tributor. This charge was removed on 1 July 2001
causing a reduction in grid charges and, there-
fore, overall costs to the customer. Full retail
contestability for NSW was scheduled for
implementation in January 2002.

Contract pricing in NSW, to an even greater
extent than Victoria, requires MDQ adher-
ence. Penalties apply where the latter is exceed-
ed, with supply being prohibited from the
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Over the survey period examined in the following pages it will be
noticed that, generally speaking, international gas rates were adversely
affected by high oil prices - the effect being somewhat mitigated
thereafter by slackened demand resulting from the US-led slowdown in
the worldwide economy. At a micro level, meanwhile, deregulation is
continuing - albeit rather unevenly.



142 ed to make their own assessments of how to
determine the level of CPI to be applied to both
tariffs and contracts. This generally appears
to have been implemented in a fair manner,
with attempts being made to compensate for
the distortion.

In terms of future gas pricing it is to be
expected that, as other states move to con-
testability, consumer side value for gas should
improve. The degree to which this occurs
will, to some extent, depend upon availabil-
ity of alternative gas sources for retailers.

BELGIUM
While natural gas prices

in Belgium only rose an
average of five per cent
during 2000-2001, one

must consider that, as reported in last year’s
survey, there had been an increase in the
1999-2000 period in excess of 56 per cent. The
smaller increase reported in this year’s sur-

vey can be attributed to the fact that the price
of oil over the period has stabilized. Increas-
es during the survey period were also lessened
by tariff reductions for those consumers who
have yet to enter the deregulated market.

In compliance with the European Union
(EU) directive, Distrigas, the dominant supplier
in Belgium, opened its grid to third party sup-
ply as of 1 August 2000. Since then, cus-
tomers with annual purchases of 25 billion
cubic metres or more have been allowed to select
their supplier. Those consumers in the dereg-
ulated marketplace still need to enter into
contracts with Distrigas for the transporta-
tion of third party supply.

In July 2001, the proposed federal natural
gas law was published. This publication calls
for both third party access (TPA) and the
transportation of gas throughout the country to
be organized on a regulated basis. Distrigas’s
TPA tariffs are some of the most competitive
in the EU and have been aggressively established
in view of the negotiated TPA. As soon as the
necessary decrees are in place, the Commission
for the Regulation of Electricity and Gas
(CREG) will approve the transport tariffs,
and Distrigas will move to a regulated TPA.

The decreasing worldwide price of oil will
have some positive effects on the price of nat-
ural gas over the next year. Prices are also

tenth occurrence. Consumers thus have to
watch consumption in order to avoid having a
high MDQ, which clearly increases grid
charges. The overall picture has been con-
fused, though, by the fact that both Queensland
and South Australia have seen ongoing delays
in final approval for access arrangements.
Both states have yet to attain any real level of
retail contestability in their markets. Queens-
land is also in the process of drafting a gas code
so as to move towards contestability. Moreover,
alternative future supplies of gas to Queens-
land via proposed marine pipelines from Papua
New Guinea have witnessed setbacks due to civ-
il unrest in the neighbouring East Timor region.

Regulated tariffs for the main pipeline in
Western Australia - the Dampier to Bunbury -
have been disputed by the pipeline owner
Epic as being too low, with the effect that no
access arrangement has so far been agreed. Cur-
rently, the market is still largely in the hands
of the incumbent with alternative supply hav-
ing been made available only to larger indus-
trial users.

The introduction of the general service tax
(GST) on 1 July 2001 caused an artificially
inflated consumer price index (CPI) for the Sep-
tember 2001 quarter. Official figures exclusive
of the one-off impact of the GST have not
been released. Therefore, gas retailers have need-
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2000-2001 GAS COMPARISON 
(PER 100,000 THERMS)

CURRENT PRIOR COUNTRY COST YEAR-ON-YEAR
POSITION POSITION (US$)/THERM CHANGE (%)

1 1 Denmark 1.58 + 1.6
2 2 Italy 1.32 + 1.5
3 6 Germany 0.97 + 54.5
4 3 Sweden 0.90 + 22.3
5 11 United States 0.83 + 77.2
6 5 South Africa 0.77 + 20.6
7 8 France 0.67 + 24
8 4 Spain 0.65 - 3.4
9 9 Canada 0.63 + 18

10 10 The Netherlands 0.62 + 16
11 7 Belgium 0.60 + 4.6
12 14 Finland 0.57 + 51.2
13 13 United Kingdom 0.49 + 18.4
14 12 Australia 0.44 + 0.001



143envisaged to fall within the country
over the next 12 months, as the dereg-
ulated market is expanded to an annu-
al minimum usage requirement of
1,000,000 cubic metres. This phase is
scheduled to take effect as of October
2002, and all customers are expected
to benefit from a deregulated mar-
ketplace by July 2004.

CANADA
As reported two

years ago, the price
for natural gas in

Canada over the
last survey period has once again
increased. While the number of
pipelines and gas exploration have
increased over the past several years,
convergence between the Canadian and
US markets has led to increased
demand. Canadian demand alone
increased by over seven per cent in
2000. This is the highest rate in a
decade and is mainly attributable to
industrial growth. North American demand
is also on the increase with a further 35,000
megawatts of natural gas, fired by co-gener-
ation plants, due to come on stream.

The economic slowdown in North America
is easing prices to a certain extent. However,
natural gas remains the fuel of choice in terms
of new electric generation plants. Its use 
assists the plants in meeting updated envi-
ronmental standards. Given this reality, the 
main concern in Canada is that production of
new natural gas fields is neither keeping 
pace with the depletion of older wells nor the
growth of consumption, especially in the Unit-
ed States.

Prices are beginning to drop in the gas mar-
ket and, with oil prices also falling, we fore-
see a decrease in natural gas prices.

DENMARK
The state-owned supplier,

Dong (Danish Oil and Natural
Gas) has the sole concession

of gas sales and related
transportation to regional distribution companies
in Denmark. It also exclusively controls gas sales
to large power companies and customers in

Copenhagen and Fredriksberg. Denmark’s
five municipally owned regional distribution
companies have monopolies on their markets 
as far as residential, co-generation and busi-
nesses are concerned.  

In accordance with Danish law passed on 1
July 2000, the liberalization of the natural
gas market is scheduled to occur gradually. The
law allowed 30 per cent of the market to pur-
chase third-party supplies in 2000 with this
amount increasing to 38 per cent in 2003 and
43 per cent in 2008. According to the law,
the precondition for today’s access to the free
market is that customers must consume at
least 35 million cubic metres of gas annually.
The transmission grid is still maintained by
Dong, a disappointment for large industrial users
as well as other natural gas suppliers. Many are
calling for Dong to be split into two companies
with one charged with the selling of gas and the
other grid maintenance; no progress has yet been
made in this regard.

Another obstacle to a freer Danish market
is that Dong is fending off competition by
locking many large purchasers of natural gas
into long-term contracts. Currently, competi-
tive suppliers of gas are faced with a limited
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PERCENTAGE PRICE INCREASES/
DECREASES GAS 2000/2001
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customer base as well as expensive
transmission costs since Dong charges
for capacity in its pipelines. Dong and
the Danish Competition Council have
agreed that the supplier will shorten
its current long-term contracts that bind
electricity generators. Under the current
agreement, these contracts will end by
2009. Dong has also agreed to sell grid
capacity at published prices approved
by regulators.

No one is expecting that Denmark will
have a truly competitive market in the
near future; however, recent develop-
ments are offering hope that liberal-
ization will be realized. We foresee,
as a precursor to deregulation, that
prices in Denmark should ease back
now that world oil rates are beginning
to normalize.

FINLAND
Unlike many European coun-

tries where natural gas is wide-
ly used by households and
small commercial users,

approximately 95 per cent of usage in Fin-
land is related to large industrial manufac-
turers and district heat producers. Finland’s nat-
ural gas grid consists of 919 kilometres of
high-pressure transmission pipelines and about
1,000 kilometres of distribution pipelines. In
2000, four billion cubic metres of natural gas
passed through this grid accounting for approx-
imately 11 per cent of Finland’s total energy
requirements.

Finland is one of the few European Union
(EU) member states to rely solely on one nat-
ural gas supplier - Gazprom of Russia. Finland’s
geological formations are not suitable for the
subterranean storage of gas and therefore the
country is very vulnerable to spot market pric-
ing as demonstrated in the most recent survey.  

Studies have been taken regarding the expan-
sion of the natural gas grid in Finland; however,
no decisions have been made as to whether new
grids will be built. Many are arguing that the
grid needs expansion given the rapid increas-
es in pricing. This argument must be careful-
ly considered since there are environmental con-
cerns associated with such a move.

Deregulation of the Finnish natural gas

market came into existence on 1 August, 2000.
As a result of this law the national body,
Gasum, controls the distribution grid with 
the commodity being handled by various 
suppliers. This model of deregulation is 
being watched closely, because the goal is to
create a similar arrangement in the electrici-
ty industry.

Given that increases in the price of natural
gas can be solely attributed to the rise in oil
prices on the world market, we foresee prices
decreasing over the next several months.
Reforms in the area of natural gas deregulation
should also ease pricing.

FRANCE
For the second period in a

row, the natural gas market in
France has experienced 
price increases. Tariffs sub-

mitted by a prior government agreement had
an average increase of approximately 24.5
per cent. This upward trend is mainly attrib-
utable to both the increase in production
process costs and the utilization of natural
gas, essentially for heating.

After the first increase in pricing applied in
November 2000 (12.2 per cent on subscription
and 12.7 per cent on consumption), the gov-
ernment finally permitted Gaz de France (GDF)

GAS PRICES 1998/99
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to raise prices again in May 2001 (4.2 per
cent on subscription and 10.8 per cent on 
consumption). These increases have permit-
ted the national body to compensate for the price
increase in gas distribution, which has not
yet been spread over small and medium 
sized consumers. Non-regulated tariffs, which
are being applied to large customers and
revised quarterly by GDF, have had lower
increases in pricing. After two price increas-
es, GDF lowered prices in April and July of
2001, but these decreases were not enough to
avoid the average increase in pricing over the
survey period.

There have been no new developments in the
area of natural gas deregulation. Only cus-
tomers with annual loads exceeding 25,000,000
cubic metres are permitted to purchase gas
on the open market. In March 2001, the Euro-
pean Commission nevertheless proposed a
totally open gas market in 2004 for commer-
cial/industrial customers and for all others 
in 2005. GDF maintains the French market
will further open in 2003 for customers exceed-
ing annual loads of 15,000,000 cubic metres,
and by 2008 for those customers with con-
sumption greater than 5,000,000 cubic metres
per year.

Prices should improve over the next 12
months as oil  prices continue to drop 
and demand relaxes owing to a slackened
world economy.

GERMANY
The significant increases

in the cost of natural gas dur-
ing the survey period may be

directly attributed the
rise in world oil prices. Similar to many oth-
er countries, the price of gas is directly tied
to this commodity thereby causing sudden
swings in pricing.

Very large consumers of natural gas -
industry, generators, and so on - currently
have third party arrangements in place. Due
to high transportation costs, only very large
businesses can derive benefit from direct
transportation supplies. While the govern-
ment is reviewing ways of increasing these ben-
efits to smaller users of gas, no such condi-
tions currently exist in the Federal Republic.

Germany is very aggressive in the area 

of energy competit ion and therefore it 
is unlikely the sharp increases over the 
survey period will stall liberalization. Fol-
low-ing world oil prices, natural gas prices are
beginning to decline. We foresee that the sur-
vey next year will report decreases in the
price of natural gas.

ITALY
Total natural gas consump-

tion in Italy in 2000 was 69.6
billion cubic metres. The
majority of the country’s

natural gas requirement is imported, coming
from such countries as Russia, Algeria, Hol-
land and Nigeria. The single largest consumer
of natural gas is the civil sector, accounting for
approximately 24.6 billion cubic metres per
annum.  The industrial sector consumes an
estimated 23.7 billion cubic metres per year and
the amount used for thermoelectric use is 21.3
billion cubic metres per year.

The situation on the tariff front is particu-
larly interesting, as transmission costs have now
been published for gas transported on the
national grid. Rete Italia, being a spin-off of
Snam - part of the Eni group - manages the
national grid. The company is obliged to pub-
lish rates to all prospective users. However, the

2000-2001 GAS COMPARISON
(PER 1,000,000 THERMS PROCESSING)

CURRENT PRIOR COUNTRY COST YEAR-ON-YEAR
POSITION POSITION (US$)/THERM CHANGE (%)

1 1 Denmark 1.30 + 1.3
2 2 Sweden 0.81 + 18

3(tie) 5 Germany 0.77 + 65.8
3(tie) 3 South Africa 0.77 + 20.6

5 9(tie) United States 0.68 + 59.6
6 4 Italy 0.61 + 18.5
7 12 Finland 0.55 + 59.2
8 6 Canada 0.53 + 15
9 9(tie) The Netherlands 0.50 + 17.8

10 7(tie) France 0.48 + 7.6
11 9(tie) Belgium 0.46 + 5.7

12(tie) 7(tie) Spain 0.43 - 4.7
12(tie) 14 United Kingdom 0.43 + 21.4

14 13 Australia 0.37 - 2
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question of transport via the many different local
distribution grids remains open, and all local
distributors were required to supply their 
cost structure to the utility watchdog by the end
of October 2001. Of note is that the watchdog
has yet to officially approve the tariffs set by
Rete Italia.

In theory, the natural gas market in Italy
opened to competition early in 2001 for those
consumers with over 200,000 cubic metres
of usage. In reality, however, little has happened
due to the lack of both a final legal framework
and interconnection capacity with supplies
from Russia and Holland. Much of the capac-
ity is occupied by Snam’s long term contracts.
There is also little capacity on southern routes
from North Africa.

Some companies have declared acquisition
of foreign gas supplies and are promoting
themselves as alternative suppliers to Snam.
These companies, such as Dalmine Energia, are
currently trading electricity; others include
companies in the domestic or small industri-
al market such as Camuzzi and Italcogim.

Any additional supply of gas entering the
market is likely to be used for the generation
of electricity, as there are plans for numerous
new combined cycle plants. Most of these
new plants are due to come on stream between
2003 and 2008.The advent of new power plants
using natural gas for generation is likely to
increase the nation’s annual consumption. The
government predicts that, by 2010, Italy’s
annual consumption should exceed 100 billion
cubic metres.  

As far as discounts on the open market are

concerned, they are foreseen in the order of from
three to six per cent. 

NETHERLANDS
Although the market in the

Netherlands is deregulated
for large industrial con-

cerns, the traditional
supplier, Gasunie, still dom-

inates the transportation of natural gas. Oth-
er suppliers have been granted access to the gas
market, but consumers remain sceptical of
any newcomers and many are voicing con-
cerns as to whether there is any real alterna-
tive to Gasunie. Most consumers in Holland have
been suffering from increases in gas prices
over the past two years, thus any discussion of
the benefits relating to competition is viewed
in a very dim light. As with most other coun-
tries in Europe, the price of natural gas is tied
to the world oil market. While oil prices have
stabilized over the survey period, any decrease
is yet to be realized.

As of 1 January 2002, the deregulated mar-
ket has been further expanded to include cus-
tomers whose annual consumption exceeds
one million cubic metres. All other customers
will remain with Gasunie under regulated tar-
iff rates. Given the rapid increase in prices,
Gasunie does expect to start to lose its grip on
the market over the next couple of years. As a
result, Gasunie looks to broaden its market share
by acquiring more customers outside the bor-
ders of Holland. Currently, Gasunie is a major
exporter of natural gas to such countries as Ger-
many, Italy, Belgium and France.

As competition further develops in the
Netherlands, prices should head downwards.
Of course, this prediction is largely dependent
upon world oil prices holding steady over the

next year.

SOUTH AFRICA
There is currently no nat-

ural gas supply available
locally; however, Sasol

Gas, a main supplier in South Africa, pro-
duces a synthetic gas. The price of this synthetic
product has sharply risen in line with world oil
prices. Since the price of oil is directly tied to
the US dollar, the declining exchange rate
between Rand and Dollar has further aggravated

2000-2001 INTERRUPTIBLE GAS PRICE
COMPARISON (PER 1,000,000 THERMS)

CURRENT PRIOR COUNTRY COST YEAR-ON-YEAR
POSITION POSITION (US$)/THERM CHANGE (%)

1 3 Germany 0.69 + 56.9
2 5 United States 0.65 + 58.6
3 2 Canada 0.64 + 38.6

4(tie) 1 Italy 0.46 - 6.1
4(tie) 7 France 0.46 + 17.4
6(tie) 4 Spain 0.41 - 5.2
6(tie) 6 Belgium 0.41 + 6.4

8 8 United Kingdom 0.40 + 23.4
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the situation. Unlike most countries through-
out the world, gas is not widely used by either
residential or industrial customers. Its use is
mainly confined to those industries that require
abnormal heating requirements for apparatus
such as boilers and furnaces. In order to lessen
the impact of rising prices, Sasol Gas is pre-
pared to offer discounts, but such concessions
are not fixed and require negotiation.

The exploration of viable gas reserves has
yielded the Pande and Kudu fields off the east
and west coasts of Africa. Sasol has the rights
to the Pande reserves off Mozambique and
plans have been developed for a pipeline to
deliver gas to South Africa by 2004. Under this
plan, this gas will replace the synthetic gas cur-
rently produced by Sasol at Secunda as a by-
product of the oil-from-coal process.  

As it is evident that gas is going to become
a viable alternative energy source, the gov-
ernment has established a gas bill wherein it
sets out the formation of a Regulator. Anoth-
er interesting aspect of the legislation is that
it creates various objectives including one
that wil l  promote a competit ive market 
for natural gas sales within a decade. However,
Sasol is arguing for a 25-year moratorium on
competition rather than the 10 years suggest-
ed in the bill.

Given its limited use in South Africa as
well as a lack of competition, the price of gas
will most likely continue to be directly linked
to both the worldwide price for oil and the
exchange rate between the Dollar and the
Rand. Within this framework, gas prices ought
to ease over the next 12 months.

SPAIN
After reporting significant

increases in the price of natu-
ral gas during the previous

12 months, prices have
decreased during the past survey period. Nat-
ural gas in Spain is being deregulated, and
the government is laying the ground rules 
for those entering this type of market. As of 1
January 2002, customers whose consumption
exceeds 10 million termias per year may pur-
chase their natural gas requirements on the open
market. After 1 January 2003, the deregulat-
ed market will be open to any consumer in Spain.

While there is a competitive marketplace in

Spain, traditional supplier Gas Natural is
retaining the majority of customers eligible for
deregulated supplies. This is mainly attribut-
able to their name recognition, as many con-
sumers are still sceptical of outside competi-
tors. Lagging behind Gas Natural are com-
panies such as British Petroleum and Shell
Oil. Customers under 30 million termias per year
remain on tariff supply. Rates under tariff are
fixed, with discounts - ranging from five to six
per cent - being applied to tariff prices. Discount
level is attributable to annual consumption.

The January 2002 move should witness a
mass migration of customers to the deregulated
market, owing to the fact the tariff discount next
year will probably not exceed one per cent. 

Given the arrival of deregulated supply for
the majority of Spanish commercial/industri-
al consumers, prices should fall even further. 

SWEDEN
A total of 55,000 Swedish

residential customers, an esti-
mated 25 municipalities and

a large number of industrial
concerns rely upon natural gas supplies for their
day to day activities. The usage of natural gas
in Sweden accounts for just two per cent of the
nation’s overall energy supply.

Natural gas first came to Sweden in 1985 from
the Danish sector of the North Sea. The nation-
al body in Denmark, Dong, has over the years
been the only supplier of gas to the Swedish mar-
ket. The national distribution of natural gas in
the country is controlled by Sydgas. As an
energy source, natural gas is only used in the
southern and western parts of Sweden.  With-
in these areas, the majority of usage is to be
found in Gothenburg and Malmo. Approxi-
mately 50 per cent of total domestic usage
goes to electricity production and district heat-
ing plants. Remaining usage is for industry (35
per cent) and direct heating (15 per cent).

After several years of abundant electricity
supplies, Sweden is now at risk of shortages.
One of the few realistic solutions to this prob-
lem is to increase the amount of gas-fired
generation plants. Of course, this introduc-
tion would sharply increase domestic demand
for natural gas, leading to greater price hikes.
There are plans currently under way to increase
Sweden’s access to other sources of gas sup-
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ply. Most notably, pipelines are being con-
sidered to connect the country with Norway 
and Poland.

We foresee prices increasing over the next
12 months as domestic demand for natural
gas increases.

UNITED KINGDOM
Gas prices have increased

largely as a result of the impo-
sition of the Climate Change

Levy at 0.15p/kWh. This
levy was introduced as part of government
policy to meet obligations set forth in the
Kyoto Protocol. Underlying gas prices, mean-
while, have remained at the high levels reached
last year. Prices peaked in January 2001 and
since then there has been a small decrease. Con-
tract prices had increased by an average of 3.4
per cent when comparing September 2001
with the same month a year earlier.

European gas prices continue to be the
major influence on UK prices as a result of the
interconnector between Britain and Belgium.
However, this alone does not explain high
tariffs as spot prices continued to rise even 
when Britain was importing gas through the
interconnector. 

Demand in Britain has doubled over the
last 10 years. Industrial/commercial and domes-
tic use has increased by around 16 per cent over
that time, but power generation usage has
risen from minimal amounts in 1990 to 30
per cent of UK usage in 2000. Gas produced
in the United Kingdom and then exported to
Europe or Ireland makes up another 10 per cent.

It is predicted that Britain may soon import
15 per cent of its gas, with this figure being set
to increase. A pipeline linking Britain with
Norway’s vast natural gas reserves went on
stream in late 2001. It is hoped that this addi-
tional capacity may put some downward pres-
sure on UK gas prices. 

Domestic or residential customers were not
initially affected by the price hikes of the pre-
ceding year. However, these increases have
now been passed on and household tariffs
increased by between four and six per cent in
early 2001.

The pricing of gas transportation in a com-
petitive market continues to be a major prob-
lem. Transco, the pipeline owner and system

operator is very tightly regulated; Ofgem, the
regulator, has struggled to find mechanisms that
encourage Transco to invest in the grid and
assign costs to users fairly - without the mech-
anism itself inducing price increases.

The grid code was introduced in 1996, and
has been continually revised. New Gas Trad-
ing Arrangements (NGTA) were introduced in
October 1999 and have been amended, with fur-
ther consultative documents being produced. 

The NGTA included entry capacity auc-
tions, aimed at making this cost more equitable.
However, a perceived fear of lack of capaci-
ty has led to over-purchasing at higher prices
at auctions resulting in Transco needing to
buy back capacity. Transco’s additional costs
are then spread over all shippers. There have
also been instances of Transco over-recover-
ing costs. Thus, other elements of the gas
transportation charge have to be adjusted in order
to control cost recovery. Transportation charges
decreased by 15 per cent from June 2001 to
adjust for over recovery in earlier periods.

Another area of concern is the balancing
mechanism. The present system is based on end-
of-day balancing, with Transco physically
balancing the system throughout the day, and
with a requirement on shippers to deliver gas
evenly. There is increasing evidence of uneven
within-day profiling. This adds to the cost of
maintaining system balance throughout the
day and could jeopardize the continued safe and
secure operation of the system. One of Ofgem’s
proposals is that balancing periods be reduced
from daily to hourly, or even less, bringing them
in line with the electricity market. Ofgem
suggests that this would cost GBP 400 million;
others have projected figures closer to GBP 1
billion. The cost to the customer would be
close to 0.01 p/kWh or 2.93p/therm.

It is felt that these new trading arrange-
ments will increase price volatility and deter
smaller shippers from trading, thus reducing
trading liquidity and further increasing the
dominance of the larger players in the market.
The high variation, and therefore risk in auc-
tion prices has had a particularly bad effect on
smaller shippers.

The market, which had been extremely
competitive in its early years, has matured
into one of limited choice for the commer-
cial and industrial consumer. Those shippers
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that remain are most active in retaining busi-
ness. It is increasingly rare for a supplier to price
aggressively in order to gain new business. Sup-
pliers now increase their portfolios through
merger and acquisition.

It is likely that UK gas prices will remain 
at around the present level for the next few years
at least. 

Finally, the large volume of UK gas that is
now used for electricity generation creates a
link between gas and electricity prices. How-
ever, in the foreseeable future, this will prob-
ably effect electricity as opposed to gas prices.
A market that had once been so fiercely com-
petitive is now more stable, and we are unlike-
ly to see gas prices at 1999 levels again.

UNITED STATES
During the past survey period,

the United States experienced
some of the largest increases

in natural gas ever record-
ed. Consumers in Western

States were especially hard hit with gas price
increases averaging over 100 per cent. These sharp
increases in gas prices began in the spring of 2000
and continued unabated throughout the sum-
mer of 2001.

The rapid rise in natural gas prices and
related problems in the electricity markets

have led to a slowdown in deregulation and
unbundling efforts.  The unbundling of Atlanta
Gas Light’s system has met with mixed reviews
with the governor’s office, since a sponsor
of the original deregulation legislation is dis-
cussing some re-regulation of the Georgia gas
market. Compounding the situation even fur-
ther is the number of active gas suppliers in the
state, which has shrunk substantially over the
survey period. Many critics believe suppli-
ers are hoarding pipeline capacity, waiting
for basic prices to soar during wintertime.

Rising natural gas prices have led to increased
drilling activity for domestic production. Gas
imports from Canada have also increased as two
new major Canadian pipelines, designed to
specifically serve the US markets, reached
full capacity during the last survey period.
Higher gas prices have also led to a decrease
in domestic demand.  This decrease in demand,
moreover, is fuelled by a significant slow-
down in the US economy. The change in the sup-
ply/demand balance has led to large increas-
es in storage inventories, making it less like-
ly gas prices will rise appreciably during the
forthcoming perod.

The volatility in gas prices over the past two
years contrasts sharply with the relative price
stability for most of the previous decade. The
natural gas industry is facing a possible pro-
longed period of stable prices, leading some to
speculate whether future exploration will be
aggressively pursued.  

We foresee that natural gas prices will sig-
nificantly drop over the next twelve-month
period as over-supply is met by decreased
demand. However, as the country is increas-
ing electricity production by means of natural
gas-fired generation, the price of gas will not
drop to pre-1999 levels.  ■

WORLDWIDE GAS PRICE HIGHLIGHTS

✔ Highest increases
(Germany)

✔ Increase in
demand (Canada)

✔ Smallest increases
(Australia) 

✔ Deregulation
(Finland)

✔ Decrease in price
expected
(United States)

✔ Price increase
expected (Sweden)

✔ Further 
competition
(The Netherlands)

✔ Decrease in price
(Spain)

✔ Introduction of
General Service
Tax (Australia)

✔ Federal Natural
Gas Law
(Belgium)

✔ Prices expected to
improve
(France, South
Africa)

✔ Aggressive energy
competition
(Germany)

✔ New power plants
(Italy)

✔ Stability in prices
foreseen (United
Kingdom)
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