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The UK Government main proposals for
the privatisation of the Electricity Supply
Industry in England and Wales; Feb 1988

Decisions about the supply of electricity should be driven
by the needs of customers.

Competition is the best guarantee of the customers’ interest.

Regulation should be designed to promote competition, oversee
prices and protect the customers’ interest in areas where natural
monopoly will remain.

Security and safety of supply must be maintained.




Price reductions since privatisation

Average real price of electricity for the standard
domestic tariff in England and Wales
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Business Profits (% of turnover)

1992/3

1994/5

1996/7

1998/2000

Generation

Transmission

Distribution

Supply

14

36

19

36




The UK story - so far

« Competitive and non-competitive elements in the industry
Identified
« Differing corporate strategies apparent
Varying entry into overseas markets
Vertical integration and mergers with other utilities
Takeovers by overseas companies
Merging of supply and other service businesses
e Persistent government and regulatory intervention
Diminishing market power in generation and divestment
of generation plant
Merger policy
Pool Review, introduction of NETA
Fuel policy and the environment
e Benefits
Consumers
Shareholders
Government




European Union (EU) electricity liberalisation

Competition in generation
- Free market entry, no planning or central planning,
competitive tenders
Competition in supply
- Negotiated 3rd party access
- Access into single buyer system
Enforced market opening

- 22% in 1999 at least 33% by 2003, differing rates of
opening

Transmission charging
Is competition ‘real’ or imaginary
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