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he deregulation of electricity is giving
way to general industry restructuring and
consolidation around the world, as is

demonstrated in the latest NUS survey on
electricity costs.Industrial development is
often uneven, causing terms and conditions
of electric pricing to change from country to
country and giving way to mergers and acqui-
sitions. The consequent rise and fall in rates is
often a disadvantage for many consumers when
they come to purchasing electricity for their
everyday requirements. 
Thirty two mergers were announced during
last year in the United States alone, forming some
of the largest suppliers in the US. This indus-
trial consolidation may well create a more effi-
cient and deregulated market, but it could also
cause a poor choice in generators and higher
prices as a consequence.

The European market is forecasted to have
much fewer and larger operators within the
next ten years and the European Commission

The NUS survey on electricity costs, covering the period from April 1999 
to April 2000, shows how deregulation has changed the global market. 
Italy has suffered the greatest increase in costs, followed by the
Netherlands, Denmark and South Africa, while other countries have had
significant decreases in electricity prices, such as Spain and the UK.

National Utility Services envisages the creation of a single electricity pool
with high cross-border competition. The mar-
ket has developed only along regional lines
for the time being, giving life to separate mar-
kets with internal competition, and only the
Nordic countries have already pooled their
electricity supplies. Regulators and industry
representatives have now called for a uniform
European pricing policy. Here we take a clos-
er look at the situation in each country.

AUSTRALIA
Although there have been rises by

4.8 per cent in Sydney and 3.8
per cent in Melbourne in the last
year, deregulation has worked

in their favour and these states still have the low-
est prices in Australia. States such as Adelaide,
Brisbane and Canberra suffered lower increas-
es, because deregulation has not yet taken its full
effect. A lack of local generation and imported
power are still keeping prices fairly high in
states such as Adelaide and Brisbane. In South
Australia all available power is taken up by
existing demand and there is likely to be little
change in the near future.
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DENMARK
The price of electricity has risen

by more than 10 per cent in Den-
mark. West Denmark has joined
the Nordic Power Exchange

(NordPool) and Eltra and NordPool have also
begun a joint venture trading power. Competi-
tion on the electricity market started in April 2000,
but at the moment it is only open to consumers
with consumption over 10 GWh per location
per year. By 2003 consumers will be able to
freely choose their electricity supplier in a ful-
ly opened market. Distribution tax and the tax-
ation of electricity companies will cause prices
to rise for consumers, but the government believes
these can be mitigated through increased com-
petition and greater efficiency at production
and distribution stages. Deregulation will lead Den-
mark towards market-based pricing, creating a
more efficient and competitive marketplace.

FINLAND
Prices in Finland have fallen by 6

per cent. Cuts in wholesale prices
and transmission charges, togeth-
er with low demand and a high

water supply keep prices low. Due to diminish-
ing profit margins, smaller companies have lit-
tle chance to compete and are being taken over
and merged into larger concerns. A decision is
expected this year as to the building of a fifth
nuclear reactor, which would guarantee energy
supply and fulfil environmental agreements.
NordPool wishes to ensure daily market based
pricing and is offering custom-made contracts to
smaller customers, which have been traditionally
offered to only large consumers of electricity. The
potential increase in electric supply is still sev-
eral years away.

FRANCE
Electricity costs dropped by 27

per cent after a tariff revision in
1999, but competition is not help-
ing to keep prices low. In Janu-

ary 2000 the French electricity market started open-
ing for large industrial users. Deregulation has
now reached 20 per cent of the market, but
very few consumers have changed supplier.
Electricité de France (EDF) intends opening 34

BELGIUM
Belgian consumers have bene-

fited from a marginal decrease in
prices due to a decision by the
main supplier, Tractebel, with

the approval of the Ministry of Industry. Elec-
tric deregulation legislation has yet to be pub-
lished in Belgium and consumers have not felt
the full effect of restructuring, which will
probably take several years, although the long-
term outlook is for prices to decline. 

At present the market is still dominated by
Electrabel, accounting for 88 per cent of total
domestic production and controlling 90 per
cent of the nation’s transmission. Competi-
tion on the electricity market is expected to be
fully open by 2006.

CANADA
High prices in past years have

frozen costs in Canadian elec-
tricity for the past five years.

Some Canadian provinces, such
as Ontario, are gearing up for

deregulation. Market opening should take
place towards the end of this year, but may be
delayed because of unresolved billing issues.
Electricity prices are expected to increase
with deregulation, since further costs, such
as transmission and distribution, are now to be
borne by the consuming public. 

Also, the incorporation of companies makes
them taxable entities, thus adding 8 per cent to
consumer costs. The estimated overall increase
of electricity prices is 15 per cent, although com-
petition will help to minimize their impact.
With the opening of the market, consumers
will have a wider choice in service, which
they will probably purchase directly from the
supplier in the future.

WORLD ELECTRICITY PRICES AS OF APRIL 2000

Source: NUS
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per cent of its market to competition by the end
of the year. Another tariff revision in May
2000 brought a further decrease in prices, but
medium and small consumers will only start to
benefit from the effects of an open marketplace
at a later time.

GERMANY
The German market is fully

deregulated, making all prices
negotiable. Despite full deregu-

lation, the market is not as open
as it seems. The pricing structure has been
protested by newly created competitors, as it
favours suppliers whose plants are based close
to main consumers. 

Foreign suppliers have entered the domes-
tic market and German suppliers are attempt-
ing to spread into the foreign market. 

No regulatory board is taking control over the
situation. Prices should decrease over the next
twelve months, but German consumers will
need to intensify their negotiations with suppliers
in order to maintain current pricing levels.

ITALY
There has been a significant 16

per cent increase in electric 
pricing over the last year and
prices can be expected to rise

further, due to the country’s dependence 
on imported oil. 

Part of the electric market was deregulated
and Italy experienced some limited competi-
tion, but this was hindered by long-winded legal
and bureaucratic procedures, lack of electric
supply and difficulties regarding pricing struc-
tures.

Only a limited number of eligible con-
sumers have thus been able to obtain con-
tracts with either domestic or foreign suppli-
ers. ENEL’s long-term contracts with neigh-
bouring countries have also made it difficult
for foreign suppliers to enter the Italian mar-
ket. Greater competition and less govern-
mental interference would help in the process
of deregulation. The anticipated sale of
15,000MW of ENEL capacity by 2001 should
increase competition and reduce prices, although
only for a limited number of consumers.

NETHERLANDS
Electricity prices in the Nether-

lands have increased from 11 to 25
per cent during the survey year.
The tax on energy has not made

the situation any better, having also increased more
than ten-fold in the last two years. The market
opened for consumers in January 1999, causing
price reductions of about 20 per cent. Despite this
partial opening of the market, very few new
competitors have entered the Dutch market,
which is still dominated by its traditional sup-
pliers controlling 80 per cent of current supply.
Deregulation for the high voltage sector should
start in January 2002 and the market price for elec-
tricity should consequently decline.

SOUTH AFRICA
There has been a 5.4 per cent hike
in South African electricity tariffs.

The Government is now in favour
of restructuring the Electricity

Supply Industry, so as to combine the several sup-
ply authorities in one metropolitan area into
one entity. The Ministry of Energy and Miner-
al Affairs has appointed PriceWaterhouseC-
oopers to advise on the restructuring of the
electric industry and thus finally reduce the
number of supply authorities. The system is
anticipated to be fully matured and operational
by 2004. Levels of service of the Supply Author-
ity are very low and will probably get no better
before restructuring. When the time comes, this
should also bring a significant reduction in
electricity pricing.

SPAIN
Spanish consumers have already

benefited from electricity deregula-
tion, with a 21 per cent decrease in

electric pricing. The opening of

ELECTRICITY PRICE HIGHLIGHTS
AROUND THE WORLD

✔ Country with the lowest
prices (South Africa)

✔ Price increase despite
deregulation (Australia)

✔ Market fully deregulated and
prices down for consumers
(Germany)

✔ Decrease seen but rise
expected (Sweden)

✔ No change at all (Canada)
✔ Prices down without

benefiting medium and small
consumers (France)

✔ Slight increase (US)
✔ Users benefit from decrease

in distribution cost (UK)
✔ Prices still high despite

reduction (Netherlands)
✔ Still the most expensive

(Italy)
✔ Price increase leads to

deregulation plans (Denmark)
✔ Another big rise 

for the nation’s users (Italy)
✔ Consumers enjoy large cuts

(Netherlands)
✔ Biggest reduction in survey

(Spain)
✔ Marginal decrease for

consumers (Belgium)
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the market has allowed consumers to choose their
suppliers. The entire market should be opening
in January 2003. New suppliers in the deregu-
lated market are finding it difficult to compete
against the old suppliers, who still dominate
90 per cent of the sales. Competition on the
Spanish market is however very restricted and
may cause prices to rise again in the future.

SWEDEN
The price of electricity in Sweden

seems to have stabilized and mar-
ket prices are almost exclusive-
ly decided by the Nordic Power

Exchange. The Swedish market was deregu-
lated four years ago. The Government intro-
duced a renewed electricity law last year, mak-
ing it less cumbersome for consumers to change
supplier by avoiding meter changes at sub-
scription. At present the Barseback nuclear
reactor is closed and electricity production is
expected to drop. Prices are expected to rise com-
pared to past years.

UNITED KINGDOM
Although the market has now

been deregulated in the UK for ten
years, the creation of only two
main generators caused a rise in

costs because of the lack of competition. After
investigation from the regulator, electricity
pricing has undergone a significant 12.5 per
cent reduction since the beginning of this year,
caused by a decrease in distribution costs, a
reduction in generation costs and increased
competition among suppliers. The introduction
of New Electricity Trading Arrangements
(NETA), due by the end of this year, will allow
for bilateral agreements and futures markets. This,
together with the opening of new gas-fired pow-
er stations, should reduce generation prices.
NETA will be opening the marketplace to new
entrants who should bring a fresh approach and
an overall benefit for consumers.

UNITED STATES
In contrast with last year’s decrease

of 0.75 per cent, electricity prices in
the US have increased by 1.3 per

cent during the survey year. Less

than a dozen states give consumers the possibility
to choose suppliers at present, although there is
little enthusiasm on their part. There is rarely much
difference between deregulated supply and tar-
iff based pricing and third party generators
sometimes turn out to be more costly than tra-
ditional electric suppliers. The retail market is there-
fore not very welcoming to third party genera-
tors, who have temporarily left the market until
a later date and better opportunity. Deregulation
was forecasted at the beginning of summer 2000
for Maryland and Arizona, but prices will prob-
ably not go anywhere below tariff for some
time, due to the increase in fuel prices and a ris-
ing demand for electricity. Seeing that 2000 is a
presidential election year in the US, there will prob-
ably be little movement towards a fully dereg-
ulated electric retail market for the time being.

NOTES ON THE SURVEY
The NUS International Electricity Report

& Cost Survey is conducted annually by Nation-
al Utility Services and is based on data collected
from NUS clients, electricity suppliers, retail-
ers and market researches in the most indus-
trialized countries. The main points to consid-
er when reading the survey are as follows:
• period considered is April 1999 to 

April 2000;
• currencies have been converted to US dollars

in accordance with exchange rates in the
“Wall Street Journal” for 31 March 2000;

• local currency comparisons have been used
to eliminate currency fluctuation distortion
in calculating year-on-year percentage
changes;

• average increase percentages for each coun-
try have not been weighted;

• figures are based on a model supply of 1,000
kW per client with a monthly consumption
of 450,000kWh.

PERCENTAGE PRICE 
INCREASES/DECREASES 1999-2000

Source: NUS
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