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Objective

• Develop more knowledge and experience 
in using benchmarks for cost regulation of 
gas transmission systems
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Approach: issue     option

• Few European comparators         US firms 
(two functions for US data: make techniques 
feasible, world best practice?)

• (International) comparability           data 
standardization, controlling for differences

• Few relevant studies          cost-driver 
analysis

• Robustness of results
SFA, DEA, COLS / consistency tests
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Approach: data

• Pooled cross section - panel better but not 
possible today

• FERC data – detailed and fairly standardised, 
but requires cleaning. Not collected for 
benchmarking

• Standardization – separate transmission from 
storage, balancing
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Data: Observations

Table 1: Number of observations 
Country Years No. of companies No. of obs. 

A 2002-2004 1 3 

B 2004-2005 1 2 

C 2000-2004 1 5 

D 2004 1 1 

US 1996-2004 43 317 

TOTAL (before 

any  outlier 

removal) 

 47 328 
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Data: Cost measures
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Data: output measures

Transformations: inflation, PPP, mean corr., logs
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Cost-driver analysis: 
Output correlations
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Cost-driver analysis: OLS
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Outlier treatment

• SFA: none

• COLS: Frontier through 90th percentile

• DEA: Removal of 10% of most efficient 
firms
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Results: mean scores by country

Confidential
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Results: SFA scores

Confidential
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Consistency: rank corr.



15

Discussion 
• US data fulfils its purpose 

– Similar ranking of European firms as in tariff 
benchmark?

• SFA not readily applicable

• Environmental variables
• Revenue benchmarking might catch all (cost 

and tariff)!

• Data collection and standardization are key!
• Start European data collection ASAP
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Thank you!


