
ϭ h9/5κL9! нлмо  

Competitiveness 
& energy 

Dr. Fatih BIROL 
IEA Chief Economist 

Vilnius, 4 November 2013 



ϭ h9/5κL9! нлмо  

The context 

Â The foundations of the global energy system are shifting 

üResurgence in oil & gas production in some countries 

üRetreat from nuclear in some others 

üSigns of increasing policy focus on energy efficiency  

Â The changing global energy map is likely to have significant  
implications for international competitiveness & geopolitics 

Â High energy prices are acting as a brake on EU economic recovery 

Â Energy, economy & climate: a delicate balancing act in the context 
of the need for growth & effective global action on climate change 
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Natural gas: towards a globalised market 
 

Major global gas trade flows, 2010 

Rising supplies of unconventional gas & LNG help to diversify trade flows, 
putting pressure on conventional gas suppliers & oil-linked pricing mechanisms 

Major global gas trade flows, 2035 
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Higher oil prices have pushed up import bills 

The surge in international oil prices has pushed up oil-import bills, 
and gas bills too, where gas prices are oil-indexed 

Oil, gas & coal import bills in selected countries  
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Europe and Asia pay much more than 
the United States for their natural gas  

Rising EU & Asian gas prices & falling US prices ς due to shale gas ς  have led to 
a big price gap, putting respective industries at a competitive disadvantage  

 

Ratio of Japanese & European gas-import prices to United States spot gas price 
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EU electricity has become very expensive 

Higher fossil-energy prices are the main cause of the jump 
in the price of electricity to EU industry 

Electricity prices (including tax) to industry 
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Energy prices have diverged markedly 

Final prices to industry have risen in most major economies over the last decade, 
but at very different rates, leading to big differences in price levels today 

Weighted average industrial energy prices (including tax) by economy 
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Energy costs matter to heavy industry 

Energy accounts on average for more than 10% of production costs in only a handful 
of industries, but the share is much higher for energy-intensive manufacturing 

Share of energy in total production cost worldwide, 2011 
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Energy is a growing burden on EU households 

The rising cost of energy has been pushing up the share of energy 
in household spending, to record levels in the EU 

Share of energy in household spending 
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European gas imports: 
prospects for improved pricing 

Gas contracts equal to two-thirds of Europe imports are expiring before 2025, at time 
when LNG & unconventional gas is expected to grow strongly 

156 bcm per year of Europe gas import contracts expiring before 2025 

Russia: pipe 

Algeria: pipe Algeria: LNG 

Nigeria: LNG 

Egypt: LNG 

Qatar: LNG 

Other: LNG 
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Energy efficiency & competitiveness 

Bolder action on efficiency can markedly slow the growth in Europe gas imports; 
by 2035 imports are over 100 bcm lower, a decline equal to one-ǘƘƛǊŘ ƻŦ ǘƻŘŀȅΩǎ ƭŜǾŜƭǎ 

Europe natural gas imports 
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Â Stronger action to improve energy efficiency must be central 
to reconciling energy security, competitiveness & climate goals    

Â Supporting indigenous sources of energy supply, including 
renewables, nuclear power and unconventional gas can also help 

Â Renegotiation of long-term gas import contracts involving a shift 
away from oil indexation to hub-based pricing could also cut costs 

Â Completing the internal energy market would further reduce 
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Â But with Europe likely to remain a high-energy-cost region, 
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