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Presentation based on Working Paper by the European Presentation based on Working Paper by the European 
Commission “ Medium Term Vision for the Internal Commission “ Medium Term Vision for the Internal 
Electricity Market”Electricity Market”
CoCo--operation/consultation with “Florence Forum” operation/consultation with “Florence Forum” 
participantsparticipants

-- Broader consensus within the electricity industryBroader consensus within the electricity industry

- Overall objectives
Creation of a competitive market for an enlarged EU
Improved cross border flows for real competition
Secure, reasonably priced and continuous service to final 
customers

INTRODUCTION
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* Improved interconnection between Member States
* Developing cross border trade of electricity
* Reduction of market concentration

− Consistent approach to generation adequacy
− Facilitating competitive choice by customers, while 

delivering universal service
− Consistent support framework for renewable energy
− Removing other distortions
− Relations with third countries
− Strategy for gas
− Coal fired generation in a competitive market

INTRODUCTION – Issues to be reviewed



Electricity and GasDirectorate General for Energy and Transport

Medium Term Objective: Regional 
energy markets in the EU

Moderately 
concentrated

Highly 
concentrated

Very highly 
concentratedcongestion
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Improving Electricity Interconnections between 
Member States (1)

- High degree of concentration within MS

− Legacy of past:

- Low level of interconnection between MS

− Consequences:
- Congestion: High wholesale prices
differences in neighboring MS

- Potential for competition constrained
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Improving Electricity Interconnections between 
Member States (2)

- Immediate economic benefits

─ More interconnectors:

- Regional markets, more competition

- Right to choose supplier in less open
markets

- More security of supply
- Less need for reserve capacity
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Improving Electricity Interconnections between 
Member States (3)

target of 10% interconnector capacity
between MS

─ Infrastructure Communication (2001)

─ Obstacles:
- Internal bottlenecks also exist
- Authorisation procedures for new

projects

- Environmental constraints for new projects
& strong reactions by local communities
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Improving Electricity Interconnections between 
Member States (4)

New Communication December 2003:

- Revision of TEN – Energy
- Directive on Infrastructure and Security of Supply

Targets:
- clear and straightforward decision making process
- stable regulatory framework
- wider European view for overall investment 
program (by Regulators)
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Improving Electricity Interconnections between 
Member States (5)

Introducing:
- Priority Projects
- Projects of European Interest
- European Co-ordinator

Financing:
- socialised costs to all consumers
- merchant basis for some interconnectors
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Improving Electricity Interconnections between 
Member States (5)

- adoption of common methodology for evaluation 
(Regulators)

- adoption of Directive on infrastructure and security of supply
(co-decision EP & Council)

- revision of TEN Guidelines (co-decision EP & Council) and 
identification of priority Projects (Commission)

2004

- Agreement on investment programme and regulatory treatment 
(TSO’s/Regulators)

- Implementing of investment programme (TSO’s)

2005

2005-10
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Developing cross-border trade of electricity
Overall goal European market to function as a national market

Main issues:
- compensation between MS’ TSO’s for transit flows
- introduction of harmonised tariffs with locational signals
- non-discriminatory congestion management

To be pursued through the Regulation on cross border
electricity exchanges
Greater co-operation between TSO’s
Tariffs   – short-term: combination of national tariffs

– long-term: pan-European tarification mechanism
Congestion management:

- non-discriminatory
- market-based methods for allocating capacity
- co-ordination of congestion management process

TSO’s to solve the internal congestion before/together with the 
cross-border congestion
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Reduction of Market Concentration

- Still market concentration exists
- New interconnectors and new investments may help to 
reduce market concentration 

- Complementary measures to be taken to reduce market

- divestment and capacity release policies
- fair mechanisms to allocation interconnector capacity
- mix of short-term trading and long-term bilateral 
agreements (avoid collusion)

- use of competition law, etc to protect consumers
- transparent decisions on availability of generation 
plants

- demand side mechanisms in wholesale and balancing 
markets

concentration

- Some consolidation in market beneficial for economies of scale


