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 Press Release (PR-09-06) 

Regulators lack the power to remove regulated end-user energy prices

· 80% of all consumers in the EU still on regulated end-user electricity and gas prices

· Removal of regulated prices: more progress in electricity than in gas
· The removal of regulated prices is not a decision for the regulator 
Today the European Energy Regulators1 published their Status Review of End-User Price Regulation. This followed ERGEG’s July 2007 Position Paper which called for the removal of regulated prices (i.e. prices which are subject to regulation by a public authority as opposed to set exclusively by supply and demand)2. 
ERGEG Chair, Lord Mogg, said, 

“End-user price regulation is not the right solution to protect or to empower consumers in the market. There are other solutions to ensure the consumer is at the heart of the 3rd Package”.
Building competitive electricity and gas markets is in the interest of energy customers. Some transition may be needed when regulated and market prices coexist, to protect customers from potential abuses of dominant positions. In the long term, regulated end-user energy prices cannot continue in well-functioning competitive markets. This is why ERGEG calls on all countries, which are in a transition periods, to publish a road map to remove regulated prices3.
80% of all customers still on regulated end-user electricity and gas prices

Although all EU Member States opened up their energy markets, including to households, by the 1 July 2007 deadline, one year later regulated end-user prices continue (alongside market prices) in a large number of EU countries (15 in electricity, and 13 in gas). Price regulation is the majority for EU households (14 countries out of 26 in electricity and 12 out of 23 in gas), but not for businesses (7 countries in electricity and 8 countries in gas for medium-sized, large and energy-intensive industry).
More than 80% of customers across all market segments continue to have regulated prices, confirming a serious lack of competition in retail energy markets4. 
Commenting on the share of consumers supplied at regulated prices5, Lord Mogg states “The figures are staggering. In a majority of countries with regulated prices, 95% of households and more than 80% of businesses are still on regulated prices. Such regulated end-user prices can distort the development of wholesale and retail markets as well as interfering with proper price signals to both suppliers and consumers. Unless there is a clear price signal driven by the market, customers will not see the benefit of using their energy responsibly.”
Removal of regulated prices: more evolution in electricity than in gas

The Status Review details the progress to remove regulated prices across different market segments – households, small businesses, medium-large businesses and energy-intensive industry. The report shows that regulated prices were removed for some open electricity market segments (businesses in 7 countries). Households in 14 countries and small businesses in 12 countries can still choose to stay on regulated electricity prices6. Compared to the electricity market, very little progress was made since June 2007 in gas, with end-user prices removed in one market segment in one country, while they were introduced in two other segments in another country7.
By July 2008, of the 15 countries with regulated electricity prices 6 had either adopted or at least drafted a roadmap. 5 of them planned to remove end-user price regulation by 2011. In gas, it was 3 out of 13. In most cases, households were not covered by the roadmap (only the Polish roadmap – presented as a case study in the report - relates to households). 
The removal of end-user prices regulation is not a decision of the regulator

In 12 of 15 countries with regulated electricity prices8, and 10 of 13 countries in gas9, the regulator does not have the power to decide to remove regulated end-user price.   
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Ends (see Note for Editors on next page)
Notes for Editors:

1. The European Regulators Group for Electricity and Gas (ERGEG) was established by the European Commission in 2003 as its advisory group on internal energy market issues in Europe.  The Council of European Energy Regulators (CEER) is the body through which Europe’s national energy regulators voluntarily cooperate. CEER is a “not-for-profit” association under Belgian law. CEER is a preparatory body for the work of ERGEG. See www.energy-regulators.eu.
2. A “regulated end user price” is a price subject to regulation by a public authority, as opposed to a price set by supply and demand. The regulation can take different forms such as setting or approval of prices, price caps or various elements of these. In ERGEG’s 2007 Position Paper on End-User Price Regulation (E07-CPR-10-03), ERGEG called on Member States to rapidly progress towards a competitive market without regulated end-user prices and to publish (by 1 July 2008) a roadmap on how they were going to do this. Today’s ERGEG Status Review of End-User Price Regulation (E08-CPR-21-05) monitors the situation one year on from full retail market opening (i.e. as of July 2008).
3. Since 1 July 2007, electricity and gas markets in Member States in Europe are fully opened for all customers, including households. Some Member States continue to regulate end-user energy prices (so called “regulated tariffs”), arguing that it is a tool to protect vulnerable customers. It is ERGEG’s view that protecting “vulnerable customers” (which is necessary in competitive markets) should not be confused with regulated end-user price for all (or certain categories) of customers. Regulated prices can not only distort the market, but also hinder the goal of consumer protection and participation. While protecting vulnerable customers is of particular importance, social measures that aim to protect vulnerable customers should be in line with market principles. 
4. Despite full market opening by the 1st July 2007 deadline, the regulators’ 2008 national reports showed a lack of competition in retail gas and electricity markets in Europe. This was due to a number of factors, including the persistence of artificially low regulated end-user prices. ERGEG’s 2008 Status Review of the Liberalisation and Implementation of the Energy Regulatory Framework (C08-URB-15-04) concluded that this deters newcomers from entering the market then leads to an unacceptable lack of choice for households and commercial customers (see Press Release - ERGEG 2008 Status Review shows market opening is not delivering for energy consumers).
5. In 12 countries, more than 95% of customers are supplied at the regulated electricity price (France, Greece, Hungary, Ireland, Italy, Latvia, Lithuania, Poland, Portugal, Romania, Slovak Republic and the Netherlands). In Spain, the figure was more than 80%.  For gas, in 10 countries, more than 95% of customers are supplied at a regulated price (Estonia, France, Hungary, Ireland, Italy, Lithuania, Poland, Romania, the Slovak Republic and the Netherlands).  In Spain, the figure is between 50% and 80% of household customers. In some countries (France, Romania and Spain for certain customers), it is even irreversible to switch back to the regulated price after choosing a retail market price (thereby locking the customer). 
6. Table 1 (p. 16 of the Report): Progress per market segment between June 2007 and July 2008
	Electricity
	Households
	Small businesses
	Medium-sized to large businesses
	Energy-intensive industry

	End-user regulated prices removed between June 2007 and July 2008 in open market segments
	1
Germany
	2
Germany, Poland
	5
Hungary, Italy, Latvia, Poland, Spain
	6
Hungary, Ireland, Italy, Latvia, Lithuania, Poland 

	Market segment  closed in June 2007, open in July 2008 without end-user price regulation 
	3
Belgium, Luxembourg, Slovenia
	0
	0
	0

	Market segment  closed in June 2007, open in July 2008 with end-user price regulation
	9
France, Greece, Hungary, Italy, Latvia, Lithuania, Poland, Romania, Slovak Republic
	0
	0
	0


Note: In the Slovak Republic end-user electricity price regulation has been introduced for small businesses from 1 January 2009 until 2011.
7. Table 2 (p. 37 of the Report): Progress per market segment between June 2007 and July 2008
	 Gas
	Households
	Small businesses
	Medium-sized to large businesses
	Energy-intensive industry

	End-user regulated prices removed between 2007 and 2008 in open market segments
	0
	0
	1
Spain
	0

	End-user regulated prices introduced between 2007 and 2008 in open market segments
	0
	0
	1
Lithuania
	1
Lithuania

	Market segment  closed in June 2007, open in July 2008 without end-user price regulation 
	4

Belgium, Luxembourg, Slovenia, Sweden
	0
	0
	0

	Market segment  closed in June 2007, open in July 2008 with end-user price regulation
	8

Estonia, France

Hungary, Ireland

Lithuania, Poland

Romania, Slovak Republic
	1
Lithuania
	1
Portugal
	1
Portugal


Compared to the electricity market, very little progress has been made in the gas market since the ERGEG Status Review on end-user price regulation was published. Between June 2007 and July 2008, end-user regulated prices were removed in one segment for one country, while they were introduced in two other segments in another country. 
8. Table 3 (p. 33 of the Report): The regulator's role in the electricity price regulation process 
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Who sets (= approves) end-

user regulated prices ?

Role of the regulator (if not setting 

regulated prices)

Who decides on the removal of price 

regulation ?

DENMARK

The regulator

The Parliament

ESTONIA

The regulator

The Minister of Economic Affairs and 

Communications

FRANCE

The Minister for Energy and 

Minister for Economy

gives a consultative opinion / recommendation

The Parliament

GREECE

The Minister of Development

gives a consultative opinion / recommendation

The Minister of Development

HUNGARY

The regulator

Energy charge for universal service consumers 

is prepared by universal suppliers and 

approved or rejected by the regulator.  

The Parliament

IRELAND

The regulator

The regulator

ITALY

The regulator

The Parliament

LATVIA

The regulator

Ministry of Economy, Public Utilities 

Commission

LITHUANIA

The regulator

NA

NETHERLANDS

The regulator

The Parliament & the Queen

POLAND

The regulator

The regulator

PORTUGAL

The regulator

The government

ROMANIA

The regulator

The Parliament

SLOVAK REPUBLIC

The regulator

The Regulatory Council

SPAIN

The Minister

gives a consultative opinion/recommendation + 

makes a proposal (that can only be approved 

or rejected)

The Minister

ELECTRICITY: 15 countries with end-user regulated prices in at least one open market segment


Note: the Regulatory Council in Slovak Republic is an independent collective state authority for strategy and regulation management in network industries.

9. Table 4 (p. 53 of the Report): The regulator's role in the gas price regulation process 
[image: image2.wmf]Denmark

The regulator

The parliament

Estonia

The regulator

Ministry of economic affairs and 

communications

France

The Ministers of industry and 

energy

Gives a consultative opinion on 

proposed regulated prices

The parliament

Hungary

The minister

Makes a proposal

The parliament

Ireland

The regulator

The regulator

Italy

The regulator

The parliament

Lithuania

The regulator

The parliament

The Netherlands

The regulator

The parliament and the Queen

Poland

The regulator

The regulator

Portugal

The regulator

The government

Romania

The regulator

The regulator

Slovak Republic

The regulator

The Regulatory Council

Spain

The Council of Ministers

Makes a proposal

Government and Ministry

GAS : 13 countries with end-user regulated  prices in at least one open market segment

Countries

Who sets (= approves) end-

user regulated prices ?

Role of the regulator (if not 

setting regulated prices)

Who decides on the removal of price 

regulation ?


Note: the Regulatory Council in Slovak Republic is an independent collective state authority for strategy and regulation management in network industries.
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