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FIRST STEP TOWARDS A SINGLE EUROPEAN ELECTRICITY MARKET 

 

 

 

Europe took on February 4, 2014 the first decisive 

step towards a single European electricity market 

by unifying electricity trading across 15 European 

countries from the UK to Finland initiating the 

biggest transformation since the electricity 

market’s liberalization in the 1990s.  

 

Network operators and energy stock markets held 

for the first time a single auction for the 

determination of the next-day power prices across 

countries which encompass three quarters of the 

European power demand. The process, known as 

market coupling which is the biggest step in a 

push to integrate electricity markets by the end of 

this year across the 28-nation European Union, is 

intended to smooth price differences between 

nations through better control of cross-border 

flows. 

 

Before coupling and because power markets were 

designed to be national, a lack of links between 

neighboring countries as well as differing trading 

rules made it difficult to tackle regional 

undersupply or gluts of electricity. Traders selling 

power into another country were obliged to buy 

capacity in advance and then make a separate 

trade on another exchange, exposing themselves 

to two sets of price risk.  

 

The integration of the European markets, 

however, allows traders to bid for energy on their 

local exchange, which then automatically allocates 

cross-border capacity based on price differences 

with neighbors.  Additionally, by allowing 

electricity, which cannot easily be stored, to flow 

freely to regions where it is most needed the 

security of supply is significantly improved and the 

price volatility is reduced saving consumers as 

much as  € 4 billion a year. As a result Europe's 

power consumers are expected to benefit from 

the more efficient use of the power system in the 

region, resulting from a more closely connected 

market. "Fragmented European energy markets 

will soon be history, which is certainly good news 



for European customers," European Union Energy 

Commissioner Guenther Oettinger said in a 

statement. 

 

The project is part of the EU’s third package of 

legislation intended to remove national barriers to 

power and gas trading and reduce energy costs, 

which rose by 26% in the five years through 2012, 

to the highest since at least 2007, according to 

Eurostat data. 

 

The North-Western Europe (NWE) market 

coupling initiative was originally made up of 

France, Germany, Austria and the Benelux 

countries (Belgium, the Netherlands and 

Luxembourg), but has been widened to Britain, 

the Nordic countries (Denmark, Sweden, Norway 

and Finland), the Baltics (Lithuania, Latvia and 

Estonia), as well as Poland. The Spanish and 

Portuguese electricity markets will be next 

(around May 2014) to join the market coupling, 

according to the Agency for the Cooperation of 

Energy Regulators, or ACER. Italy, Slovenia and 

Greece are expected to join at the end of this 

year, Alberto Pototschnig, director of ACER 

Pototschnig said. 
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