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Good morning, Ladies and Gentlemen

Thank you to EURELECTRIC for inviting me to speak on behalf of Eurogas. My presence here

serves to underline the cooperation of EURELECTRIC and Eurogas in a number of policy areas. There are

indeed numbers of issues where the gas and electricity industries have already made joint actions to

deliver a robust message. It is notably the case on the necessity to have a strong carbon price signal.

Undoubtedly this very valuable cooperation should be pursued and even strengthened.

More generally, it is the whole energy market design which needs to be fundamentally re-shaped so

as to match with the consumers and the energy sector’s needs. Eurogas is committed to place consumers

at the heart of the energy market and energy policy. But such a commitment requires to look at how the

energy system as a whole can be organized to deliver more efficient and sustainable market-based

solutions, based notably on the use of natural gas.

With the adoption of the third energy package back in 2009, the European Union was heading a

progressive revolution of the gas and electricity markets through liberalisation. A market design that was

supposed to bring lots of benefits for the consumers and the industries. Five years later, the policies have

failed to deliver these expected promises and the energy system has entered a vicious circle. Alarm bells

have started to be rung but still, new policy developments should urgently be taken.

Indeed, let’s put it bluntly we are currently not building trust in the new energy world for our

consumers. Consumers are afraid of the rise of their energy bills, households as well as industrials

consumers,  fearing to lose competitiveness in a tough competitive world. They are right. They see the

price of network, taxes and other subsidies increasing the price of energy and they are quick to blame us,
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the utilities. Only a few of them understand that for us the wholesale price has been almost cut by two

since 2009. So we complain, and consumers complain too. The scapegoat is immediately found : the

utilities. And the situation is not limited to some remote central European country. Even in solid market

based country such as the UK, there is a need for a renewed trust between utilities and consumers.

Speaking in front of you today, I would like to highlight two points :

1. The failure of the current market design has trapped the European energy system into a vicious

circle.

2. However, a well-functioning market is a prerequisite for consumer empowerment.

*****

1. To begin with, I would like to stress that the European energy system is trapped into a vicious

circle

The economics of thermal power production, in particular for gas, have been dramatically shaken up

recently by a convergence of factors. These factors are mostly the results of badly shaped regulation.

I am talking about : over-subsidized electricity from intermittent renewables, coupled with low CO2

prices, lower demand due to sluggish economic growth, and the cheaper coal pushed out of the US. All

these elements have seriously undermined the system putting at stake the economics of the whole sector.

Indeed, despite the flexibility they offer which is useful for back-up activities, the most recent, highly

efficient and low-carbon emitting gas-fired power stations in Europe have been closed-up or mothballed.

This phenomenon is taken place very rapidly, and in very significant proportion. That is a matter of major

concern for the industry. Consumers may also be worried this dysfunction of the system as it may lead, at

the end, to electricity security of supply challenges. It is in particular for that reason that capacity

remuneration mechanisms are needed urgently. They are not a new subsidy for the energy sector. It is a

real necessity to ensure energy security in the long run. I hope that national regulators and the EU which

have been so far reluctant or at least lukewarm on this idea will finally understand that need.
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Indeed, as a consequence of the current situation, the sector faces absurd situations such as negative

prices on the wholesale market.

I won’t beat around the bush. We are clearly stepping back. The market design which has served well

our consumers during decades is definitively broken and liberalization doesn’t deliver all the expected

benefits. But who is really in charge in Europe in 2014 to establish a new market design which is urgently

needed? Tough answer. Meanwhile we experience a move towards a re-regulation of the system and a

renationalisation of energy policies. Two decades after the launch of the liberalization process and three

directives it is certainly a signal of a big failure of the European energy policy. A more coordinated and

convergent energy policy would be rather desirable than the fragmented landscape developing before our

very eyes, illustrated for instance by the uncoordinated renewables support schemes.

2. Given this situation, the policy needs to be revamped to enforce a well-functioning market as a

prerequisite for consumer empowerment.

A well-functioning market is the primary means to safeguard the interests of all energy consumers,

including the most vulnerable ones. The sound implementation of the third energy package is certainly a

prerequisite. Better-functioning markets and a better understanding of market opportunities go hand in

hand to foster the empowerment of customers.

In this framework, innovation and new technologies will also play a part in driving changes. They

will bring more opportunities for customers to understand and manage their energy use, purchase and

consume in a more efficient and sustainable way. Innovative and efficient gas-powered devices are also

partners of households efforts to reduce their energy consumption.

The policy framework for climate and energy towards 2030 proposed by the European Commission

last January constitutes a signal in the right direction. Based on a reinforced carbon market, this scheme

should contribute to make the energy system become more stable, efficient and cost effective. This shift

should also contribute to consumer empowerment.

Taking notice of these upcoming developments, we are clearly heading towards a more customer-

centric model based on the principles of reliability, affordability, simplicity, protection. Efforts must be

pursued to improve information on market choices, to make energy prices cost-reflective again by
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fostering the transparency of electricity prices and clarity of the bill. All these actions should eventually go

hand in hand with the development by companies of commercial and innovative services.

But here to there are a number of questions still unanswered. How to combine this development of

“prosumers” with a strong network? How to continue to ensure security of supply with this new trend?

Solutions are still to be found. Robust competition is the primary means to safeguard the interests of all

energy consumers.

The challenge in the years to come is to deliver for European consumers an affordable and

sustainable energy system. This is a tough task. At Eurogas we do believe that the solutions should be

based on a sound and efficient market.

European utilities, I am convinced, are ready, like in the past, to bring their knowledge, strength,

and experience. But clearly a lot is needed today to rebuild trust in the European energy system. To be

frank, I have a lot of difficulties to explain to non-European stakeholders what we are doing in Europe

today in the energy sector.

Results today are at the opposite of the announced objectives. More than ever, we, the industry,

should continue to try to convince our governments regulators, the European Commission, the

consumers, that urgent decisions are needed in Europe if we want to rebuild trust. This is our

responsibility and you should be sure that Eurogas is fully committed with EURELECTRIC and other

stakeholders in working to meet this objective.




