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Executive Summary  

everis and Mercados Energy Markets International (Mercados EMI) have been retained 

by the European Commission ï Directorate-General Transport and Energy (DG-TREN) 

to conduct a ñPeer Reviewò of the Regional Initiatives (RIs) and to assess the way in 

which they can contribute to the establishment of a single EU gas and electricity market. 

The RIs were set up in 2006 as an interim step in moving from national electricity and 

gas markets to a single internal market. The RIs process was designed to work as a 

bottom-up approach that could identify regulatory gaps and practical solutions in the 

different Regions. At the same time the underlying EU-wide industry legislation and the 

coordinating role of European Regulators' Group for Electricity and Gas (ERGEG) was 

expected to provide appropriate high-level guidance to the RIs, which would ensure the 

Regions would progress in a consistent manner. Seven Regions for the Electricity 

Regional Initiative (ERI) and three Regions for the Gas Regional Initiative (GRI) were 

set up. 

Strengths and Weak nesses of the RIs 

Our analysis has identified various strengths of the RIs process.  

The RIs process has been beneficial in creating a forum for participants in neighbouring 

countries to discuss common issues. It has also encouraged a culture of cooperation and 

dialogue amongst different parties that have traditionally not been used to working 

together by providing a common face-to-face forum. Moreover, the smaller size of the 

groups has enabled extensive interaction between stakeholders and not just European-

wide organisations. 

A regional approach reflects the reality of energy market integration as in many cases it 

is clear that the most appropriate geographical scope of an issue is neither bilateral in 

nature, nor European wide. Moreover, allowing Regions to move at different speeds has 

provided them with more room to set their own agenda, bearing in mind the different 

starting points, and current regional needs. 

Another fundamental advantage of the RIs approach is that it allows pilot testing, 

whereby solutions can be tested in one Region before being implemented elsewhere 

with results compared between Regions. For a range of issues there has been and there 

still is no ¨blueprint¨ and the experience of learning by doing is fundamental for 

subsequent market development. For example, problems in the volume coupling 

between the Danish and German electricity markets may has helped in creating 

consensus towards the benefits. 

However, various governance and administrative factors have restricted the ability of 

the RIs to perform the intended ¨Bottom-up¨ role most effectively. 

Policy guidance is particularly important at the start of any process. However, in 

practice, little policy guidance has been given to the RIs over and above the overall goal 



Final Report: 

From Regional Markets to a Single European 
Market  

 

 

 

7 

 

of establishing effective regional markets. The lack of clear terms of reference provided 

to the RIs has been compounded by other factors including a lack of specificity in some 

of the legislation and the limited progress of ERGEG in pushing through secondary 

measures that could have provided clear policy guidance in the absence of a strong 

legislative framework. 

An additional problem is that the role of National Governments is largely undefined in 

the RIs process. The only role envisaged for Governments has been as a participant in 

the Stakeholder Group meetings. However, it is unlikely that participation in 

Stakeholder Group meetings is the most efficient format for Government input. In 

general, the role of Governments is to set policy and, at the implementation stage, to 

change primary legislation.  

As the RIs have been voluntary bodies, strong reliance has been placed on national 

legislation to facilitate progress. However, progress has also been restricted by National 

Regulatory Authorities (NRAs) having varying powers. The lack of regulatory tools 

with which to facilitate or require progress, even at a national level has several 

implications. First, NRAs may be reluctant to participate in discussions on issues where 

they have no power to act. Second, regional implementation of a policy decision may be 

less efficient where all NRAs within a Region are expected to implement a similar 

approach to an issue but limited regulatory powers impede the introduction of that 

approach in one or more Member States. Third, and as a consequence of the other two 

implications, the overall progress of different Regions may become a function of the 

respective regulatory powers within the Regions. However, a lack of cross-border 

powers does not necessarily preclude a group of regulators acting together to implement 

a common approach to an issue. For example, the Trilateral Market Coupling (TLC) 

was ultimately implemented following agreement by the Dutch, Belgian and French 

regulators to introduce common regulatory arrangements affecting cross-border trade. 

A further problem has been the geographical structure of the regions. The electricity 

regional boundaries were developed with the aim of incorporating one key congested 

border in each Region. While the work of the Regions has concentrated on issues within 

their defined regional borders, the most relevant cross-border issues do not necessarily 

correspond to these boundaries: some Regions focus largely on issues that are bilateral 

in nature, for example, between Britain-France or Spain-France; and some important 

regional developments are not covered by a single Region, as currently defined, for 

example, the development of gas transport capacity between Britain and the 

Netherlands. 

Various administrative and project management problems are also evident. First, for the 

Regions as a whole, the number of meetings appears to have dropped off during 2009 

suggesting a possible lack of interest in the RIs vehicle and/or participants waiting for 

the implementation of the 3
rd

 Energy Package. Second, many stakeholders argue that 

they are consulted too late for their input to be taken into account. Third, Regional 

Action Plans are often not met, and finally not all RIs have strong leadership. 
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Opportunities arising through the 3 rd  Legislative Package on Energy 

The 3
rd

 Package will create some new institutions and regulatory instruments that can 

provide greater overall guidance to the development of a European-wide energy market, 

namely: the creation of ACER as a body promoting regional cooperation among NRAs, 

and the development of European-wide network codes. Moreover, the 3
rd

 Package also 

requires a more uniform approach to the powers of NRAs, including strengthening their 

powers on interconnection issues. 

There is a growing general perception that many of the governance problems facing the 

RIs may be alleviated through the various mechanisms introduced through the 3
rd

 

Package. Potentially ACER can provide an institutional layer between the legislation 

and the Regions, while the development of network codes can act as the necessary 

policy guidance that has been lacking to date. However, there may be limits as to what 

ACER can achieve, particularly in the short to medium-term. On one hand ACER will 

be an advisory body that cannot set policy, while on the other hand, ACER will only 

become operational in March 2011 and it may not be until 2014 when all the Network 

Codes are adopted. This timeframe creates a serious risk of a policy vacuum opening in 

the intervening period. The potential for little, if any, progress over the forthcoming four 

or five years is a serious problem that itself can delay market integration by a similar 

length of time. Moreover, parallel developments occurring in this period, especially in 

the electricity sector, may not benefit from the guidance of a reference model and may 

proceed in ways which could hamper EU-wide integration at a later stage. 

While the 3
rd

 Package provides the possibility, if not the certainty, that specific policy 

guidance can be provided to the Regions, it does not fully address all other weaknesses 

of the RIs process. The 3
rd

 Package provides for some harmonisation of regulatory 

powers and increased powers for NRAs. However, the incentives for NRAs to take 

relevant coordinated cross-border decisions may be restricted without an appropriate 

political support and a greater involvement of national governments in the market 

development process. In this regard, the role of National Governments is largely 

unchanged under the 3
rd

 Package. Their key role is providing input to the Codes at the 

Comitology stage, which may be too late to make any real impact. 

Recommendations  

1. Convening of a Regional Governmental Committee of the relevant 
Member States 

The most appropriate format for the involvement of Government is at a higher level 

than the current RIs institutional structures. Although good examples of high level 

involvement can be identified in some Regions, like the S GRI where Ministries and 

DG-TREN representatives have participated in high level meetings, RCC, IG and SG 

without a need of complex arrangements, this has not been the case for the majority of 

Regions. To achieve the desired aims, a devoted forum for policy discussion should be 

established to complement the RCC, IG and SG. The successful examples of some 

existing initiatives, like the Ministerial Meetings of the NW GRI and the PLEF have 

been structured along these lines. Therefore, we recommend that this model is extended 
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across all the RIs and that a Governmental Committee of the relevant Member States of 

each Region is established. This Committee will meet in advance of the RCC to discuss 

the broader strategic and political issues, including political issues associated with RIs 

agenda topics, and provide recommendations to the RCC. 

The European Commission is best placed to coordinate the work of the Governmental 

Committee, in various respects, including: coordinating the broader policy dimension of 

Government decisions; promoting active participation and commitment of Member 

State representatives in the Governmental Committee; endorsing regional action plans; 

and following-up on progress within the Regions. 

2. Providing Greater Policy Guidance to the RIs  

Issues of European wide concern, and for which a harmonised approach across regions 

is required should be subject to greater Top-down guidance. Congestion management, 

transparency and balancing in electricity are examples of topics that require Top-down 

guidance. However, there are many other issues for which a Bottom-up approach may 

still be justified, including the promotion of investment in cross-border infrastructure, 

balancing in the gas sector and off-shore wind generation. 

The form of policy guidance on issues requiring a European-wide approach will depend 

on how advanced debate is on an issue. 

For issues, in which a common vision exists, for example, Congestion Management in 

electricity, a sufficiently detailed reference model needs to be urgently endorsed. The 

Regions should focus in implementing and adapting the reference model to their 

regional specificities. Both ERGEG and NRAs (even before the establishment of 

ACER), with the European Commission supervision, should ensure that no project 

proceeds in ways that is incompatible with this model.  

For issues where there is at present no consensus, a vision needs to be developed. 

Developing a vision requires the identification of the main issues to be addressed and 

providing minimum requirements according to the best solution identified. This task 

could be performed by Governments under the coordinating leadership of the European 

Commission, supported by NRAs and the RIs. For these issues the Regions will work in 

pilot testing projects and, subsequently, in implementing the defined model. 

Where a Bottom-up approach is appropriate, policy guidance will be required. However, 

due to the importance of local specificities the development of policy guidance can be 

left to the relevant Governmental Committee. 

3. Redefinition of the Regions  

If the geographical structure of the ERI were to be defined anew, it would probably be 

sensible to have non-overlapping zones and reflect the areas where market integration is 

more advanced. The Regions would in this case promote deeper market integration 

within their borders and then cooperate towards inter-regional integration, at which 

point the ERI regions could merge. 
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However, we do not think that fundamentally restructuring the geography of the regions 

at this stage will necessarily deliver benefits. Instead, we propose that parallel structures 

are established for different issues: 

 For issues where a Bottom-up approach is recommended (for example, 

incentives for efficient investment in cross-border transport infrastructure, 

balancing in the gas sector and wind integration) the current structure could be 

maintained; while 

 For issues where a Top-down approach is recommended, the different regions 

should merge as soon as their respective regional markets integrate. For 

example, if the ñprice coupling of regionsò between MIBEL, TLC and NordPool 

proceeds, it may be sensible to couple the SW, CW and N ERI Regions. 

4. Project Management and Stakeholder Involvement  

ERGEG should develop Good Practice Guidelines for the enhanced consultation of 

stakeholders and project management. The Guidelines would build on Best Practices in 

particular Regions and include various aspects that can be introduced in a common 

manner across all RIs. The Guidelines should include key features of the Regional 

Action Plan and systems of reporting against these Action Plans; actions to improve the 

effectiveness of meetings, and actions to be taken to facilitate the supervising role of 

Governmental Committee. 

All these tasks could be developed by the Lead Regulator of each Region if the foreseen 

burden is small. For the bigger Regions, a Programme Office to deal with the daily 

project management could be established, as developed by the NW GRI Region. In that 

case one person acts as Programme Manager. This option involves agreeing some form 

of budget for the cost of running the Programme Office in order to share the costs fairly 

among NRAs. 

Implementation Roadmap  

The key recommendations should all be implemented as soon as is practical. However, 

the time required to implement these changes depends on various factors, including: the 

lead time necessary to take the necessary decisions and implement the agreed outcomes, 

the risk of backtracking and the priority of the issue, whereby the necessity for urgent 

progress in some issues is extremely critical, while others either have to be undertaken 

sequentially or have a lower priority. 

1. Roadmap for Governance issues 

The most critical component of the Governance recommendations is the formation of a 

Governmental Committee. Given the pivotal role that the Governmental Committees 

will have in providing policy guidance to the RIs we recommend that the European 

Commission takes the necessary steps to convene these groups as soon as is practically 

possible. Each Governmental Committee should be based on a Memorandum of 
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Understanding between Ministers, the draft of which can be developed by the European 

Commission. 

Changes to the geographical structures of the RIs should wait until the formation of the 

Governmental Committees for two key reasons. First, the input of Governments will be 

important in any review of regional structures. Second, changes to the regional structure 

of the RIs will be most needed as progress is made towards a single market, which may 

require that other more pressing aspects are introduced first. 

The proposed changes to Project Management processes are largely independent of the 

formation of a Governmental Committee. Therefore, we recommend that ERGEG starts 

work on developing Best Practice Guidelines at the earliest possible opportunity. 

However, the publication of these Guidelines may have to wait until the Governmental 

Committee is formed as the working relationships between the Governmental 

Committee and the RCC may have flow-on impacts on how the RCC interacts with the 

IG and the SG.  

2. Roadmap for Electricity  

The most urgent issues in the electricity sector are the development of reference models 

for Congestion Management, Transparency and Balancing.  

Due to the risk of diverging developments, the definition of a reference model for 

Congestion Management, and in particular the development of a Model for long term, 

day-ahead and intra-day capacity allocation, cannot wait until the formation of ACER. 

Our recommendation on the urgent development of a reference model is consistent with 

the conclusions of the Florence Forum of December 2009, including the decision to 

establish an Ad Hoc Advisory Group (AHAG) of Stakeholders to continue the work of 

the PCG in the areas of capacity calculation, intra-day trade, and the governance 

framework for day-ahead market coupling. 

Ensuring the full implementation of transparency requirements is also critical to provide 

market credibility and confidence. The development of legally binding guidelines on 

transparency being prepared by ERGEG can act as a reference model, with these 

guidelines expected to obtain legal force during 2011 after they are passed through 

Comitology. A process to ensure compliance with the requirements of the guidelines, 

once approved, should be developed by ERGEG, which can be introduced in each of the 

ERIs. 

Balancing would largely benefit from the development of congestion management 

solutions. In fact volumes activated on balancing markets could be a residual feature of 

volumes in intra-day markets, if the latter work correctly. Hence, this issue could be 

dealt at a later stage, once significant progress has been achieved in other areas of 

congestion management. Investment in trans-European infrastructure is also an urgent 

issue, but in this case a vision still needs to be developed. 

For other areas, including ITC and Tarification, the need to develop a reference model, 

while important, has less urgency.  
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3. Roadmap for Gas 

The most urgent issue in gas is Congestion Management, and in particular the efficient 

use of existing capacity (including the release of unused capacity). This issue should be 

tackled through Capacity Allocation Mechanisms and Congestion Management 

Procedures, which have to be, where possible, harmonised at a European level and be 

market based. The current work of ERGEG in developing proposals for modifying the 

annexed guidelines to the Regulation 1775/2005 will provide important Top-down 

guidance for the Regions. However, given the different level of congestion at the 

various interconnection points (IPs), there will be an ongoing need for flexible or ad-hoc 

approaches that can be developed by the Regions.  

As in the case of electricity, issuing and implementing legally binding rules for 

transparency is critical to provide market credibility and confidence. This work is being 

progressed through the transparency guidelines being developed by ERGEG that the 

Commission intends to pass through Comitology in late 2010. 

At a second level of priority are the issues of investment in trans-European 

infrastructure and tariffs including the ITC mechanism. ENTSO-G has already started 

work on investment in trans-European infrastructure by publishing the first Ten Year 

Network Development Plan (TYNDP) for gas transmission systems. The TYNDP 

provides the first pan European view of supply, demand and capacity development from 

the perspective of European TSOs and aims to establish a long term vision of the 

European gas transmission networks. The adoption of a Top-down approach for 

transmission tariffs (including ITC) over the European transport networks requires 

further study before a consensus is reached and an agreed model can be implemented. 

The timing for progress on hubs development is to a large extent dependent on progress 

achieved on the above mentioned issues. However, some development can be promoted 

by the introduction of standard trading contracts and standard traded products, which 

could be harmonised in accordance to the guidelines being developed by the European 

Federation of Energy Traders (EFET).  
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1. Introduction  

1.1. Background and Objective of the Study  

everis and Mercados Energy Markets International (Mercados EMI) have been retained 

by the European Commission ï Directorate-General Transport and Energy (DG-TREN) 

to conduct a ñPeer Reviewò of the Regional Initiatives (RIs) and to assess the way in 

which they can contribute to the establishment of a single EU gas and electricity market. 

Below we detail the objectives of the study
1
. The table also indicates the section of the 

Report where the corresponding results are presented. 

                                                 
1 Request for services in the context of the multiple framework SERVICE contract with re-opened competition for 

economic assistance, TREN/R1/350-2008 lot 2, Subject: ñFrom regional markets to a single European energy 

marketò, Terms of Reference. 

Figure 1. Objectives of the Study and structure of the Report 

Objective/Output Section of the report

1
Identify on which issues the Regional Initiatives are working on or plan to 

work on in the near future.
Section 3

2

Identify whether under the issues that came up there are already different 

approaches emerging or implemented (differences not only from one 

Region to another, but also within various member of one Region).

Section 3

3
Analyse whether any differences encountered or identified under (2) can 

interfere with the establishment of the internal energy market.
Section 3/Section 4

4

Analyse the issues where an identical, if not similar, approach between 

Member States or Regions is necessary in order to create in competitive 

EU gas and electricity market. Also analyse and put forward the issues 

where a bottom-up approach can be valuable.

Section 3/Section 4

5

Put forward a roadmap with precise methodology, structure, timetable, 

decision making criteria and responsibilities of stakeholders involved in 

order to guarantee that the Bottom-up approach of the Regional 

Initiatives perfectly matches the more Top down approach of some 

crucial elements of the 3rd Package.

Section 8

6

Establish best practices for the Regional Initiatives so as to help the 

European National Regulatory Authorities (NRAs) to improve efficiency of 

work and introduce effective incentives to ensure motivation by the 

required stakeholders.

Section 5

7

Put forward a practical set of recommendations, clearly determining the 

role and responsibilities of all stakeholders involved, guaranteeing that 

the Regional Initiatives will be able to meet current and future challenges. 

These recommendations should include suggestions for structural and 

organisational improvements to the RIs.

Section 7

 

Source: everis and Mercados EMI  
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In undertaking the Study, everis and Mercados EMI have reviewed existing 

documentation and canvassed the views of NRAs, stakeholders, and other experts 

involved in the RIs process. In particular, we have:  

 Accessed the publicly available information from the RIs, ERGEG and DG-

TREN websites; 

 Developed a questionnaire on issues regarding the RIs process, which was sent 

to the lead NRA of each Region of the Electricity Regional Initiative (ERI) and 

of the Gas Regional Initiative (GRI); and 

 Interviewed a number of stakeholders involved in the RIs with the aim of 

collecting their opinion on problems, best practices and potential improvements. 

1.2. Structure of the Report  

Apart from this introduction, this Report is structured in the following seven Sections: 

i) The Regional Initiatives: This Section provides background on the RIs process as 

well as the initial objectives, scope, and the common organisational framework 

established by ERGEG. 

ii)  Electricity Regional Initiative  and Gas Regional Initiative: This Section contains 

a review of the issues that have been considered by the ERI and GRI as of 

December 2009. The structure of the two parts is broadly similar and includes: 

a) Analysis by issue: a factual overview of progress and results on the main issues 

across the Regions. 

b) Analysis by Region: an overview of activity in each Region, assessing the 

progress achieved and the specific structural organisation adopted. 

iii)  Assessment of the approach provided by the Regional Initiatives: An evaluation 

of the RIs is undertaken, considering various governance and organisational issues. 

This Section also considers changes to the governance of the European energy 

sector introduced under the 3
rd

 Legislative Package on Energy (from now on, the 3
rd

 

Package)
2
, and assesses the extent to which these changes will affect the functioning 

of the RIs process. 

iv) Identification of Best Practices: This Section highlights some aspects of best 

practice that have been identified in the various Regions. 

                                                 
2 Regulation No 713/2009 of the European Parliament and of the Council of 13 July 2009 establishing an Agency for 

the Cooperation of Energy Regulators; Directive 2009/72/EC of the European Parliament and of the Council of 13 

July 2009 concerning common rules for the internal market in electricity and repealing Directive 2003/54/EC; 

Regulation No 714/2009 of the European Parliament and of the Council of 13 July 2009 on conditions for access to 

the network for cross-border exchanges in electricity and repealing Regulation No 1228/2003; Directive 2009/73/EC 

of the European Parliament and of the Council of 13 July 2009 concerning common rules for the internal market in 

natural gas and repealing Directive 2003/55/EC; Regulation No 715/2009 of the European Parliament and of the 

Council of 13 July 2009 on conditions for access to the natural gas transmission networks and repealing Regulation 

No 1775/2005. 
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v) Development of Reference Models in the electricity and gas EU markets: This 

Section develops a reference model for market integration, against which 

harmonisation requirements and the developments within each Region can be 

assessed. 

vi) Recommendations: In this Section we provide our recommendations to improve 

the effectiveness of the RIs. 

vii)  Roadmap: This Section outlines a roadmap for implementing the key 

recommendations in the previous section. A proposed implementation timeframe is 

outlined, with recommended actions categorised by their urgency.  
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2. The Regional Initiatives  

2.1. An overview on European Energy Markets  

First steps towards integration 

The first substantial steps towards the integration of the electricity and gas markets in 

Europe were taken more than ten years ago. Directives 96/92/EC
3
 and 98/30/EC

4
 

introduced common rules for the internal markets in electricity and gas, respectively. It 

was, however, soon evident that common rules by themselves, while necessary, were 

not sufficient to create single European markets. Therefore, to monitor the 

implementation of the above Directives, and to start addressing some critical issues for 

the integration of national markets into single internal ones, the European Electricity 

Regulatory (Florence) Forum ï which first met in 1998 - and the European Gas 

Regulatory (Madrid) Forum ï which first met in 1999 - were established for electricity 

and gas respectively. These Fora have met regularly ever since (annually or bi-

annually). 

In 2003, the second Electricity and Gas Directives ï 2003/54/EC
5
 and 2003/55/EC

6
 - 

were adopted. Again the focus was on common rules, with some progress towards 

harmonisation of national regulatory frameworks. However, this time, the Directives 

were complemented by Regulations - 1228/2003
7
 and 1775/2005

8
 for electricity and gas 

respectively - which, reflecting the work of the Florence and Madrid Fora, addressed 

aspects more directly related to the integration of national markets, namely cross-border 

exchanges in electricity and natural gas transmission networks. Nevertheless, the 

Regulations were not sufficiently specific in many respects and limited progress was 

achieved. 

In fact, the experience of the Florence Forum made evident that some of the issues to be 

addressed for the creation of the internal electricity market were too complex to be 

approached directly on a EU-wide basis. For example, the two main issues that were 

eventually addressed in Regulation 1228/2003 ï cross-border tariffs (including inter-

TSO
9
 compensation) and cross-border congestion management ï were first discussed in 

the 2
nd

 and 3
rd

 Florence Forum meetings of October 1998 and May 1999, and remained 

in the agenda of the Florence Forum for the next six years. The lack of specificity of 

Regulation 1228/2003 is evident in that a range of different solutions for congestion 

                                                 
3 Directive 96/92/EC of the European Parliament and of the Council of 19 December 1996 concerning common rules 

for the internal market in electricity. 
4 Directive 98/30/EC of the European Parliament and of the Council of 22 June 1998 concerning common rules for 

the internal market in natural gas. 
5 Directive 2003/54/EC of the European Parliament and of the Council of 26 June 2003 concerning common rules for 

the internal market in electricity and repealing Directive 96/92/EC. 
6 Directive 2003/55/EC of the European Parliament and of the Council of 26 June 2003 concerning common rules for 

the internal market in natural gas and repealing Directive 98/30/EC. 
7 Regulation (EC) No 1228/2003 of the European Parliament and of the Council of 26 June 2003 on conditions for 

access to the network for cross-border exchanges in electricity. 
8 Regulation (EC) No 1775/2005 of the European Parliament and of the Council of 28 September 2005 on conditions 

for access to the natural gas transmission networks. 
9 Transmission System Operator. 



Final Report: 

From Regional Markets to a Single European 
Market  

 

 

 

17 

 

management over different borders were permitted, without envisaging how these 

different solutions could be made part of a single EU-wide framework. 

To overcome the difficulties of a direct EU-wide approach, the 11
th
 Florence Forum 

meeting in September 2004 decided to establish seven electricity ñmini-foraò to develop 

plans and detailed timetables for the introduction of (at least) day-ahead coordinated 

market-based congestion management mechanisms. The geographical structure of the 

mini-fora reflected the focus on congestion management by being centred around 

interconnections between different Member States. Figure 2 presents the geographical 

coverage of the mini-fora. 

From the beginning, it was clear to all stakeholders involved that the mini-fora approach 

had advantages and disadvantages. The main advantage was the possibility of 

addressing the complex issues related to congestion management within a reduced 

group of institutions and stakeholders, where an agreement was more likely to be 

reached. The main disadvantage was the danger that different mini-fora adopted 

solutions that were not mutually consistent, resulting in greater subsequent difficulties 

in the move from regional solutions to an EU-wide one.  

There was no guarantee that the mini-fora would succeed where the Regulation failed: 

that is, deliver a seamless internal market. It was hoped that the fact that some Member 

States were included in several mini-fora (both France and Germany participated in four 

of them) would have ensured a sufficient degree of coordination. In any case, at the 

time, no ñvisionò or ñtarget modelò was defined for the internal electricity market. 

Moreover there was no ñroadmapò that indicated which aspects should have been 

harmonised within each region and what level of harmonisation was required between 

the different regions. In addition, it was not explicitly stated that Member States 

Figure 2. Geographical scope of the electricity mini-fora. 
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Source: everis and Mercados EMI  
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participating in several mini-fora were expected to promote consistency in outcomes 

and process across the various regions.  

The mini-fora met between November 2004 and February 2005. In March 2005 

ERGEG issued a discussion paper on progress achieved
10

 and in May 2005 started a 

consultation process on potential changes to the Congestion Management Guidelines
11

. 

New draft Congestion Management Guidelines were discussed in the 12
th
 and 13

th
 

meetings of the Florence Forum in 2005 and 2006 respectively. Finally, these 

Guidelines were adopted in November 2006
12

. 

The new Congestion Management Guidelines were however broad enough to allow 

diverging paths. At the same time, a number of parallel regional integration projects 

were developed, promoted by political initiatives and the interests of the stakeholders 

involved. These initiatives included the Trilateral Market Coupling (TLC) between 

France, Belgium and the Netherlands, the creation of the Irish Single Electricity Market 

(SEM) and the process which eventually led to the establishment of an Iberian market 

(MIBEL). Work on all these initiatives predates the mini-fora process
13

.  

The launch of the Regional Initiatives 

In spring 2006 ERGEG, with the support of the European Commission, launched its 

Regional Initiatives. They were intended to be a natural interim step towards a single 

European market, consisting in the formation and development of Regional Energy 

Markets (REMs). For the electricity sector an ERI, comprising seven Regions, was 

established, reflecting the geographical structure of the mini-fora. Figure 3 presents the 

geographical scope of the seven Regions. 

                                                 
10  ERGEG, ¨Global Assessment of the Results of the 1st Series of Mini Fora on Congestion Management and 

Potential Impacts on the Draft Guidelines: Working Paper Approved 02-03-2005¨. 
11  ERGEG, ¨ ERGEG Public Consultation on Congestion Management Guidelines¨, May 2005. 
12 Commission Decision of 9 November 2006 amending the Annex to Regulation (EC) No 1228/2003 on conditions 

for access to the network for cross-border exchanges in electricity. 
13 It is also worth noting that the most advanced regional market in Europe, the one in the Nordic countries, dates 

back to the mid 1990ôs, well ahead of the mini-fora. 
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The Madrid Gas Forum did not produce any mini-fora initiative. However, consistent 

with the decision in the electricity sector, a GRI, comprising three Regions, was 

established. It was however recognised that the regional markets in the two sectors 

would be defined on different bases. 

In line with the priorities identified in the Consultation Paper that defined the GRI
14

 and 

stakeholders response, the proposed Regions were initially defined based on the location 

of existing gas hubs, or locations where progress in the establishment of a gas hub was 

most advanced. ERGEG also considered whether a "special factor" was to be used in 

certain circumstances, for example where there were proposals for infrastructure 

development capable of enhancing market integration between two areas.  

As a consequence, in March 2006 the ERGEG Conclusions Paper proposed four gas 

Regions, a number greater than originally proposed in the Consultation Paper. 

Subsequently, before the formal launching of the GRI, the Regions were reduced to 

three: the North and North West Regions were merged into a single one, reflecting the 

high degree of interconnection between these Regions and the importance to both 

Regions of important hubs. Figure 4 shows the geographical scope of the GRI. 

                                                 
14 ñRoadmap for a Competitive Single Gas Market in Europe ï An ERGEG Conclusions Paperò, Ref: Ĉ06-GMI-02-

03, 28 March 2006. 

Figure 3. The seven Regions of the Electricity Regional Initiative. 

Baltic Region Central East Region Central South Region

Central West Region Northern Region South West Region France, UK and Ireland Region

Baltic Region Central-East Region Central-South Region

Central-West Region Northern Region South-West Region France, UK and Ireland Region

 

Source: ERGEG 
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After 1
st
 January 2007, the new EU Member States, Romania and Bulgaria joined the 

South-South-East Region. 

2.2. The role of the Regional Initiatives  

2.2.1 Objectives  

The creation of the RIs was considered a natural interim step in moving from national 

electricity and gas markets to a single internal market
15

. The RIs have aimed to pursue 

the development of REMs by removing barriers to trade, promoting cooperation among 

key stakeholders (NRAs, the European Commission, market and network operators, 

market participants and Member States) to find practical solutions that help overcome 

obstacles to competition within the Regions. More specifically, the main objectives of 

the RIs process have been to
16

: 

 Identify barriers to further progress towards competitive electricity and gas 

markets, and develop options for overcoming these barriers; 

 Bring together all relevant parties and identify the party or parties best equipped 

to act in each case; 

 Focus on practical issues, for example, cross-border congestion and the 

allocation of cross-border capacity; 

 Build on work in other fora and existing regional projects; and 

 Report on progress to the Florence/Madrid Fora
17

. 

Figure 5 presents the initial priorities identified by the different Regions in the ERI and 

GRI. 

                                                 
15 According to the ERGEG Regional Initiatives Annual Report (March 2007), ñthe overall objective of the ERI and 

GRI is to promote real and practicable improvements in the operation of the EU gas and electricity markets through 

the involvement of key stakeholders and enablers of changeò. 
16  For example, see ñThe Electricity Regional Initiative ï Fact Sheetò, Ref: E05-ERF-03-06b, February 2006. 
17 See section 2.2.3. of this report. 

Figure 4. The three Regions of the Gas Regional Initiative. 

North-West Region North-West Region South, South-East Region South Region

 

Source: ERGEG 






























































































































































































































































































