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INTERNAL MARKET FOR ELECTRICITY AND GAS  

AND CHALLENGES FOR THE FUTURE 

 

 

Ladies and Gentlemen 

 

I am very grateful to have been invited here today to give the closing speech to this 

conference, and, as always, there is much to report from the Commission on the energy sector. 

I would like to focus my intervention today mainly on the ongoing work towards the internal 

market for electricity and gas and share with you some initial observations on the functioning 

of competition in these sectors. In doing so I am, of course, aware that EPSU has its own 

views on this process and has contributed its own evaluation to my services in view of the 

report that the Commission will shortly be issuing on this subject – the so-called 2005 report. 

 

1. State of play of market opening 

 

Implementation of the 2003 Directives 

 

The report comes at a time when the implementation of the 2003 electricity and gas Directives 

is still not complete. Many Member States were late in transposing these measures. Some 

have still not done so and have been referred to the European Court of Justice in Luxembourg. 

Even in those Member States which have passed the appropriate laws, it is not clear that the 

requirements are actually being implemented by the companies affected in all cases. It is 

therefore easy to conclude that there is still quite a lot for some Member States to do before 

the framework is created for a functioning national market, let alone a single European market 
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for electricity and gas. The situation in some Member States is rather as if the patient has not 

bothered to take the course of medicine prescribed by the doctor, but returns anyway saying 

that he is still feeling ill.  

 

At the same time, other Member States have fully implemented the Directive and in some 

cases gone further than its requirements. These are usually rather satisfied with the 

“treatment”1. 

 

You will know that one priority of the current Commission is “better regulation” and in 

particular the strict application of existing Community Law. The energy sector is no exception 

to this. Member States have repeatedly, as part of the Lisbon agenda, asked the Commission 

to propose and enforce policies to open up network industries to competition. We believe that 

it is time for all Member States to take these issues seriously and work towards ensuring that 

the internal electricity and gas market is a success. 

 

Market structure 

 

This involves not only implementation of the Directives, but also facing up to the issues of 

market structure. The Commission agrees that the functioning of the market needs to be 

addressed in this area in order to ensure that benefits accrue to consumers. It is for this reason 

that myself and Commissioner Kroes launched the sectoral inquiry into the gas and electricity 

industry. We have the tools to address uncompetitive behaviour by companies and we will use 

them in so far as this is necessary. 

 

Real competition requires that enough companies are present in the European market and can 

freely compete between each other. That is why our view remains that the most important 

barriers to competition relate to the need to better integrate national markets. New 

infrastructure is needed. However, in the meantime, we also need to make better use of the 

infrastructure that we do have through more co-ordination between transmission system 

operators and reducing the impact of old long term contracts. These subjects will be a priority 

for the Commission following the report and, in particular, together with regulators, through 

                                                 
1 [EPSU also put a patient-doctor joke in their submission – to the effect that the medicine is killing 
the patient]. 
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the implementation of existing legislation such as the Regulations on electricity and gas 

transmission. 

 

Evolution of prices 

 

Although barriers exist, it is also wrong to be too pessimistic. Some of the medicine is 

working. Yes, it is true that electricity prices have increased in the last two to three years. But 

they are still, on average, roughly 10% lower in real terms than in 1997, even for the largest 

customers. This is despite the general increase in global energy prices and the range of new 

obligations that have been placed on the industry during this period related to environmental 

and other objectives. There is also evidence that competition has helped minimise the effect of 

gas prices increases in some Member States. In any case, higher prices have also provoked 

new investments in electricity generation plant and gas infrastructure. Security of supply 

requires that prices are allowed to give signals to investors in this regard.  

 

I am also aware of the complaints of some energy intensive industries concerning volatility 

and unpredictability of prices. This needs to be addressed. There should not be obstacles for 

large consumers to hedge against changing prices and I encourage the energy industry and 

large users to work together to find solutions to this issue. Recent initiatives appear more 

positive and a number of joint ventures between energy producers and large consumers have 

been reported, as well as the example in Finland. It is not the objective of the Directives to 

force companies and consumers into short term trading practices against their wishes. As I 

have already mentioned, the Commission is currently undertaking a detailed inquiry of the 

competitive behaviour of companies in the electricity and gas sectors. I am hopeful that this 

will lead to improvements in wholesale market frameworks. 

 

2. Progress and shortcomings 

 

I remain convinced that the Member States made the right choice to opt for a competitive 

electricity and gas market. Many of the fears about the effects of market opening on 

investment have not, in fact, arisen. 
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For example, it was said that companies would not invest in generation plant or gas 

infrastructure. This has also turned out not to be true. Renewals and extensions of generation 

plant are being announced – in some cases by new market players - and important gas 

infrastructure projects have been implemented in the UK and Italy. 

 

Other areas have also improved where a good regulatory framework has been put in place. 

For example in Italy the average length of interruptions of electricity has halved in the last 

few years.  

 

Of course much can and should be improved. According to the conclusion of the 2005 report 

that we will be issuing shortly, attention is particularly needed in the following areas: 

(a) Implementing effectively the new directives – notably the unbundling provisions; 

(b) Stimulating competition in national markets – the result of the sectoral inquiry forming 

the basis of future actions; 

(c) Encouraging market integration – with the use of the existing legislation on cross border 

electricity exchanges and the gas Regulation; 

(d) Stimulating consumer response – by giving the necessary structures and incentives for 

customers to seek to change their supplier; 

(e) Strengthening regulatory authorities – particularly their independence and the extent of 

co-operation between regulators. 

 

I will pursue my efforts to see the current Directives fully implemented, in spirit as well as to 

the letter, and a range of regulatory initiatives in place supporting a better degree of 

integration of the European market.  

 

3. Social issues 

 

I want to turn now to the social issues associated with market opening. Firstly, it is important 

to note that the Directives are not just about competition. They place important obligations on 

Member States relating to the rights of consumers and the protection of vulnerable customers. 
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These are an equally important part of the legislation which Member States must implement. 

Benefits arising from a more efficient energy sector should be spread out to all customer 

groups. This, however, does not mean that energy should be a subsidised product. It is 

important, for energy efficiency and security of supply reasons that most consumers are 

expected to respond to long term price signals. Otherwise we will quickly have an 

unsustainable situation. 

 

The question of employment is also a key area in this process. Companies, especially those 

operating the networks, need to have a sufficient level of qualified staff. This will help avoid 

serious incidents on the networks such as black-outs.  Although it is not the job of the 

Commission to decide what level and how many employees there should be, we do need the 

right regulatory framework. The right incentives need to be in place for companies to 

maintain their assets and have a sufficient level of qualified employment. Regulators need to 

take this into account in reviewing the level of revenue implied by network charges.  

 

A clear system of penalties and rewards can help deliver a better level of service in this 

respect. It should always be clear that companies operating in the electricity and gas sector 

have obligations in this respect and that the failure to meet these obligations will have 

negative consequences for the companies concerned. This, I am sure, will encourage them to 

maintain an appropriate level of skilled staff and training. 

 

Here I would like to mention two important initiatives I have taken inside the Commission in 

agreement with Commissioner Spidla. 

 

Firstly the Commission has decided to upgrade the study on employment in the energy sector 

performed in 2001. We have therefore asked consultants to assess the impact on employment 

in EU-25 of the opening of electricity and gas markets and of other key EU directives in the 

field of energy. 

 

The study will examine the impact of liberalisation and also other EU legislation 

(cogeneration, renewable directives among others) on the number of jobs, including how 

different categories of workers are affected and on quality in work. Social partners will be 

represented in the steering committee for this work. 
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A second major action concerns the preparation of a Memorandum of Understanding that the 

Commission will propose to South East European countries on the integration of social 

welfare issues into the process of energy market reform.  This Memorandum will comprise 

three chapters, the first that will deal with social impacts – energy poverty, universal service 

obligations and vulnerable customers. It will also deal with employment impacts, referring 

both to the creation of new employment and also changes in established patterns of 

employment, and the phased and sensible application of the acquis communautaire in the 

social arena, amongst which the principle of consultation will have priority. 

 

 

Conclusion 

 

In conclusion, I would like to emphasise the comprehensiveness of the European model for 

the energy sector.  It encompasses not only competition and the internal market, but also 

sustainability, security of supply and public service. I think the record of the industry in 

meeting these objectives under a competitive framework is already rather good. Certainly, this 

model is being copied by our neighbours. The signing of the Treaty for the Energy 

Community of South East Europe is a real landmark event for the region in terms of economic 

co-operation. 

 

I know that the views of the Commission are shared by many stakeholders, but not all of 

them. However there are many things on which we do agree. If we are to have competition, 

and the Member States have decided that they do want it, then it must above all be for the 

benefit of consumers, not the companies in the sector. The Commission is therefore 

determined to pressure Member States to implement the Directives properly and to address 

the issues of concentrated market structure that could distort the market. This will be the main 

focus of our work in the coming period. New proposals for legislation will only be put 

forward if other avenues prove to be fruitless. But the Commission will act if necessary. 

 

 

 


