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BACKGROUND  

In February 2015 the European Commission introduced the Energy Union package with the aim “to give EU 
consumers – households and businesses – secure, 
sustainable, competitive and affordable energy”. One of 
the most important pillars of the Energy Union is that the 
electricity and gas markets should function properly and 
be integrated at the European level. The internal energy 
market combines the free flow of gas and electricity within 
the EU with the necessary regulation to deal with market 
failures and competition issues to make it function 
properly. In order to achieve this objective, several 
directives and regulations have been adopted, which set 
the legal and regulatory framework; they are complemented with guidelines, recommendations, network 
codes, etc. to ensure proper implementation. A roadmap for the Energy Union was developed with specific 
actions regarding the internal energy market. At a more practical level, the completion of the internal energy 
market implies the full implementation of the Electricity and Gas Target Market Models that were developed as 
reference models.  
 

FOCUS OF THE STUDY 

The aim of this study Energy Union: Key Decisions for the Realisation of a Fully Integrated Energy Market  
is to assess whether, and to what extent, the EU’s internal energy market objectives can effectively and 
efficiently be reached with the current policies and instruments.  

The specific objectives of this research study are to: 

 Describe the array of instruments in place, both at EU and national level, that support the realisation of 
an integrated European energy market; 

 Identify bottlenecks that may affect the effectiveness of the instruments that are currently in place; 

 Propose policy recommendations for further improvements. 
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KEY FINDINGS 
 The integration of electricity and gas markets provides substantial macro-economic benefits, but the 

regional implementation projects are delayed, mainly due to inadequate governance.   
 Diverging national energy policies and market rules are hindering market integration.  
 EU legislation is often not implemented in a timely or correct way and non-compliance of national 

legislation is not rapidly addressed by the European institutions.  
 Electricity wholesale prices were increasingly converging since the market coupling, but since 2013 this 

trend has been negatively impacted by changes in the energy mix, and in particular by the strong 
development of wind and solar energy in some Member States. 

 The way in which electricity markets currently function is not adapted to accommodate the increasing 
volumes of generation from variable renewable energy sources. 

 Some electricity and gas retail markets have become very competitive and dynamic but in most Member 
States, consumers cannot yet fully benefit from competition amongst suppliers and market based prices.   

 Interconnection capacity calculation and allocation mechanisms have substantially improved, but market 
function was still hindered in some Member States by non-market based allocation mechanisms. 

 Interconnection levels have increased for both electricity and gas, but the available capacities are still 
insufficient to ensure fully integrated electricity and gas markets. 

 The EU instruments targeted at co-financing energy infrastructure projects effectively contribute to realising 
investments, but the framework lacks focus and coherence.  

 Available EU energy funding only covers about 5 % of the overall financing needs for transmission grid 
infrastructure.   

 Security of electricity supply is mainly addressed at national level, and non-harmonised capacity 
remuneration mechanisms (CRMs) are being implemented with the risk of hindering the completion of the 
internal energy market. 
 

RECOMMENDATIONS 
 Integration of electricity and gas markets should be facilitated and accelerated by stronger 

governance at supranational/EU level and reinforced coordination and cooperation amongst key 
stakeholders. 

 National energy policies and market rules should be more harmonised.  
 EU regulation should be timely and correctly implemented by national authorities and any 

infringements should be rapidly and effectively addressed at EU level. 
 Structural congestion and hence diverging wholesale energy prices may be used as a guiding 

indicator to signal a possible need for additional interconnection capacity. 
 The target design model for the electricity market should be urgently implemented across Europe. 

This would also help to accommodate the increasing share of generation from variable renewable 
energy sources. 

 Retail markets should become competitive and dynamic in all Member States and offer energy and 
related services at market-based prices.   

 The commercially available interconnection capacity should be increased and its allocation should be 
market-based and non-discriminatory. 

 Interconnection targets for electricity and gas should be underpinned by comprehensive cost-benefit 
analyses.   

 EU funding programmes and instruments for energy infrastructure should be better aligned and be 
backed by a clear and harmonised framework for cross-border investments. 

 EU funding for energy infrastructure should be increased and should target priority cross-border 
projects that contribute to market integration and security of supply. 
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