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Abstract

Due to its geographical situation, Switzerland is important for the transit lines of electricity
and gas through the Alps. But Switzerland is not a member of the European Union.
Furthermore, Swiss citizens enjoy extended direct-democratic rights.

The author presents the story of energy sector liberalisation and privatisation in their
three phases:

1. The late nineties: The phase of expectations
2. The phase of legislation: Open electricity market and elements of sustainable

development as mitigating factors
3. The new awareness: Public service

The Swiss citizens wili have to adopt the law installing an open electricity market in June
or September 2002. For the case of a (still very possible) rejection of the law, the author
presents a no-go-solution and three realistic scenarios.

LIBERALIZACIJA I PRIVATIZACIJA ENERGETSKOG SEKTORA U
ŠVICARSKOJ

Sažetak

Zahvaljujući svom geografskom položaju, Švicarska ima važnu ulogu u prijenosu
električne energije i plina kroz Alpe. Međutim, Švicarska nije članica Europske unije no
Švicarci uživaju proširena, izravna demokratska prava.

U članku je predstavljena liberalizacija i privatizacija energetskog sektora kroz tri
razdoblja:

1. kasne devedesete: razdoblje očekivanja,
2. razdoblje stvaranja zakona: otvoreno tržište električne energije i elementi održivog

razvoja kao olakšavajući čimbenici,
3. nova svijest: javna usluga.
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Građani Švicarske trebali bi prihvatiti zakon kojim se osniva otvoreno tržište električne
energije u lipnju ili rujnu 2002. godine. U (još uvijek mogućem) slučaju odbijanja zakona,
autor izlaže odgovarajući prijedlog i tri realna scenarija.

1. SWITZERLAND AND ITS ENERGY SECTOR BEFORE LIBERALISATION

As an introduction to today's problems of liberalisation and privatisation of electricity and
gas in Switzerland, it might be helpful to describe some particularities of Switzerland and
its energy sector liberalisation.

1. Due to its geographical situation, Switzerland is the turnpike for electricity exchange
in Western Europe. The role of the central power station of Laufenburg and its
importance are well known.

2. Switzerland is important for the transit lines of electricity and gas through the Alps.
3. About 60 percent of the Swiss electricity is hydro power, some 40 per cent nuclear

power and a very small part is produced by new renewables and oil.
4. Switzerland has no oil or gas fields nor coal.
5. The electricity and gas sectors are by and large the property of the communities, the

Cantons and the Confederation. This led to about 1'200 power utilities and to four
regional gas societies.

6. Switzerland is not a member of the European Union and, therefore, legally not
bound to follow the guidelines for the liberalisation of the electricity and gas sectors.

7. Swiss citizens enjoy extended direct-democratic rights. This means that they have
the right to vote yes or no on the liberalisation and privatisation of the electricity and
gas sectors. Those who have the right to vote are citizens, i.e. individuals or - what
is important - small energy consumers.

8. Before liberalisation, distribution of electricity was built on important reserves, which
therefore led to a security of even more than 100 per cent.

2. THE LA TE NINETIES: THE PHASE OF EXPECT A TIONS

By the mid-nineties (and not before, as many seem to have forgotten) it began to become
clear that the new policy key-word was to be the one of liberalisation.

The Swiss utilities and the federal administration began their analyses. From the start, the
electricity and gas associations said (less and less reluctantly) that they were willing to
adapt their structures to liberalisation and privatisation.

What experts already knew, became widespread knowledge. In Switzerland, big
consumers had to pay relatively high energy prices, whereas small consumers had to pay
relatively low prices.

Next came the rush of big consumers for lower prices, and the rush of utilities for long-
term clients. In the same phase power utilities started so-called strategic alliances and
some societies were in search for foreign partners.
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There was even a small and short window of opportunity to create one big company, a
sort of "Electricite de Suisse". A chance we missed.

With time passing by, it became clear that those strategic alliances often were neither
strategic nor alliances. Whereas in the case of Watt, the play of foreign partners led even
to a blocked situation, because via partnerships there were competing interests within
one and the same society.

Even before the liberalisation-process duly began, all the big consumers had achieved
what they were aiming at: lower prices.

Considering small consumers, some utilities started to differentiate their energy sources,
creating niches for ecological electricity and to develop confidence-building labels. More
and more, the marketing divisions were extended, while less and less representatives of
the utilities were prepared to participate in policy-oriented meetings.

3. THE PHASE OF LEGISLATION: OPEN ELECTRICITY MARKET AND
ELEMENTS OF SUSTAINABLE DEVELOPMENT AS MITIGATING FACTORS

In 1999, the Swiss Government presented a draft of a law opening the electricity market.
It was a draft which was almost exclusively directed to establishing market conditions, i.e.
third party access without much ado.

Parliament, elected by small consumers and considering the small consumers' voting
power on this law, introduced some mitigating factors. I classify these mitigations along
the three edges of the sustainable development triangle:

• economic: introduction of possible loans for mitigating stranded costs of the hydro
power installations

• social: introduction of the obligation to re-educate people if loosing their jobs
• environmental: introduction of toll-free transportation for new renewables and other

means.

4. THE NEW A WARENESS: PUBLIC SERVICE

Our society has got very dependent on computers and, therefore, on constant electrical
consumption. Nevertheless, when liberalisation began to get attracting, only the utilities
warned against the loss of security.

Nobody else seemed to worry. The important thing for big consumers was low prices, not
long-term thinking.

The utilities adapted to this market-oriented thinking. But, all of a sudden, after closure of
the parliamentarian deliberations, Swiss individuals and their organisations such as
Unions awoke. After having taken little action against the liberalisation of postal services
and railways, there is a clear stand against liberalisation and privatisation in the electricity
sector. Of course, California and Sweden with their respective difficulties due to a lack of
production or to insufficient care for the maintenance of the grid, served as bad examples.
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But what matters even more, is the strategy of the liberalised postal services with the
consequence of shutting down post-offices in less frequented regions. Therefore, we
have to cope with an exercise on the wrong subject.

5. A NO-GO-SOLUTION AND THREE REALISTIC SCENARIOS

Many opponents to the new electricity law, on which we will have to vote in 2002, are
convinced that it will be possible to have a so-called better law with even more respect of
particular social, environmental and economic interests.

It is quite difficult to predict what will be the follow-up of a negative referendum. But one
thing is clear: there will be no possibility of a better law responding to everyone's desire.

I propose to declare clearly to the voters that such an attempt is simply a no-go-solution.
But I offer three scenarios, which I think are the only realistic outcome of a negative vote.

• Scenario 1: There will be a simplified legislation imposing the free access of
everybody to the grid. No time nor place for mitigating regulations.

• Scenario 2: The utilities decide by a gentlemen's agreement to apply the third party
access as a business strategy, even in the absence of any legal obligation. Of
course, penalties for non-performance would apply.

• Scenario 3: There is no real new action, but simply more of the same. This means
that there will be no liberalisation but that there are preferential prices for big
consumers and still enough security for everybody in the meaning of public service.

In all scenarios, the Swiss power utilities have to be interested in confidence-building
measures towards Switzerland's neighbours and the European Union concerning the
important principle of reciprocity.

6. A SHORT VIEW ON PRIVA TISATION AND ON THE GAS SECTOR

Liberalised energy markets need lean management. Therefore, it is useful to rethink the
structure and the legal form of energy enterprises. As has been said before, the electricity
and gas sectors in Switzerland are by and large the property of the communities, the
Cantons and the Confederation.

There are legal forms allowing lean management without privatising. But people tend to
mix up things, so that we have had some communal or cantonal negative votes on
changing the legal form of energy enter-prises.

As to the gas sector, there is - for the moment being - no decision whether Government
will present a law on the liberalisation of the gas market. As a matter of fact, we have in
our existing rules the duty of the gas companies to transport gas for third parties (at least
concerning high pressure pipelines). This obligation exists since many decenniums, but
has not attracted anybody until recently. Nowadays, things begin to change slightly, but -
on the contrary to electricity - the price margin with gas is pretty small. And there is no
production of fossil energy in Switzerland.
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