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Our vision of the future energy market 

The EU has set ambitious goals for an EU energy transition towards a low-carbon, market-based integrated 

European energy market. Following EU’s 2030 targets, 50% of the EU electricity consumption will be sourced 

from renewable energy. In order to make that transition work, a new paradigm towards more flexibility and 

openness to new market actors is essential. Such evolution is only achievable through strong commitments 

following an overall coherent approach.  

Edora believes in a future market-based energy system combining cost-effective electricity from renewable 

energy sources with the use of a variety of flexibility leverages such as demand response, storage, cross-border 

interconnections and flexible generation. Such system would make the best use of electricity when it is cheaply 

available. Security of supply would mostly be ensured through market based tools, ensuring a level-playing field 

for all the actors of the system1. 

 

Our vision on capacity remuneration mechanisms  

Against this background, Edora welcomes the Commission’s willingness to analyse the growing expansion of 

Member States choosing the recourse to capacity remuneration mechanisms (CRMs). 

We support the work done by DG Competition in this report, and their effort to clarify the variety of 

mechanisms developed, notably by distinguishing CRMs through criteria such as eligibility, allocation process, 

and product design. We support the Commission’s concerns to ensure that system adequacy is addressed 

through a regional approach, notably taking into consideration cross-border interconnections. The necessity of 

objectivizing the recourse to CRMs, and the relevance and comparability of reliability standards are also crucial 

from our perspective. 

 

Edora embraces the EU objectives towards a new paradigm for the energy system. Important barriers need to 

be removed before enabling such a system. The EU has undertaken major steps in the direction of 

decarbonisation, decentralisation, flexibility, and liberalisation of the energy system. Edora believes that the 

introduction of capacity remuneration mechanisms in Member States can potentially affect this way forward. 

In the interim report, the Commission rightfully observes that capacity mechanisms “affect the generation mix 

and therefore interact with policy instruments aimed at fostering decarbonisation”. We would therefore 

suggest the EU to guide Member States in assessing and improving in a harmonised way the functioning of 

their EOM markets and therefore objectivize the need for a CRM. Thereafter we would suggest the EU to 

provide a precise frame for MS’ approach towards CRMs, ensuring that the overall EU energy policy objectives 

are fully integrated and taken into account in the decision-making process.  

 

In that perspective, to the three crucial questions put at the core of the report:  

- Is an EOM only market able to solve the security of supply? 

- Can capacity mechanisms ensure the security of supply? 

- And how capacity mechanisms impact the functioning of the EU internal energy market? 

 

                                           

1 Edora answer to the Market design public consultation (July 2015) 
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Edora would add a fourth question to assess the relevance of CRMs in general and their design features in 

particular:  

- How capacity remuneration mechanisms contribute to the energy policy and climate change 

objectives set by the EU? 

 

 

Preliminary considerations on the report 

Remarks on the observations related to the alleged security of supply issues 

The European Commission points out the expansion of renewables as a driver for the overcapacity issue and its 

associated reduction of running hours of conventional power plants. Edora would suggest the report to better 

emphasize that the less predictable decrease of the energy demand, the inflexible nuclear plants and the fact 

that the ETS scheme has not delivered the much needed exit signals to highly polluting power plants explain 

the mothballing of the recently built, flexible gas-fired capacities. 

 

Relevance of the CRMs typology: Necessity of primarily considering market specificities 

The analysis of the existing capacity mechanisms has proven to be a relevant exercise, pointing out the features 

of CRMs and the different approaches taken by countries. It is also useful to have a clearer vision of CRMs 

through the typology proposed by the Commission. However, Edora would call on the Commission to be 

particularly cautious on any consideration made about the different types of CRMs described. Indeed, the 

relevance of a CRM does not rely only on its design features but mainly on the way it addresses its national 

market specificities. In that perspective, the report observations related to the allocation process provide a 

good example of the complexity of assessing the positive or negative impact related to certain CRMs design 

features. Indeed, on the one hand, the report points out the overcompensation effect of administrative 

allocation process. On the other hand, it also shows that a competitive allocation process only reveals the true 

capacity value if the design of the allocation and the market structure make competition possible. 

In our view, the analysis of CRMs must go beyond the design features and typology of CRMs, taking more into 

consideration the level of flexibility and openness of the market (supply, retail, and balancing and demand 

response markets, interconnection, …) existing in EU Member States where CRMs are developed, in order to 

provide a more relevant and dynamic vision of the usefulness of CRMs and the impact of their different 

features. 

We therefore call on the Commission to be cautious on any conclusion related to specific types of CRMs to be 

favoured, as it could have misleading effects.  

 

While CRMs may enable long-term securitization, their introduction should not be seen as a substitute measure 

to implement improvements of current short-term energy markets, such as either the removal or the increase 

of price cap, but as complementary measure to assure Security of Supply where appropriate. 

In fact, in an energy only market, it is important to allow market players to reflect scarcity in their bidding 

behaviour, leading to high price spikes which in principle should remunerate producers for the missing money. 

However the number of occurrences of these (very) high prices spikes of pure energy only markets are difficult 

to anticipate for producers and therefore difficult to be taken into account (or not adequate for) in a business 

plan, and at the same time very high price spikes are always politically sensitive, although they should not be. 

 

Market distortion potential of CRMs 

Although CRMs can be deemed necessary as a last resort measure, it should not be forgotten that these 

mechanisms, by remunerating capacity, have important consequences on the evolution of the market: 
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- They can lock-in the current power mix by providing asymmetric advantage to traditional sources of 

energy; 

- They can impede the entrance in the market for actors who want to develop new flexible solutions to 

the energy system (hedging products, demand response, storage, aggregation, etc). Hence CRMs may 

decrease the necessity of flexible services, and therefore their value, taking out the incentive for those 

actors to develop and provide solutions. 

 

There is a risk that CRMs would lead to inertia in the market and represent a way back with regards to 

decarbonisation and energy market liberalisation EU objectives, as they would hamper the development of 

solutions to the current main market failures such as: 

- Short term and liquid markets 

- Scarcity pricing 

- Interconnections 

- Demand flexibility 

- Storage 

- Self-generation and self-consumption 

- ETS relevant price signals 

 

This is the reason why it is important that a CRM ensures an extensive participation of different resources. 

Member States should design a mechanism encompassing different types of capacity and flexibility providers in 

order to put them into competition with each other. 

In particular, any CRM should create a level playing field and allow competition between conventional, RES, 

Demand Side Resources (DSR) and storage.  

 

Distinguish short and long term challenges 

It is essential to distinguish short term and long term issues, depending on the global energy policy of a country 

(e.g: in Belgium the need for capacity will not the same in 2017 and 2025, looking at the phasing out of the 

nuclear plants). The EC should recommend the MS to address short term issues with reversible and transitory 

measures and to take time to assess longer term solutions. 

 

Remarks on CRMs’ adequacy assessments and reliability standards 

The necessity of a transparent EU adequacy assessment and comparable national reliability standards 

As pointed out by the Commission in its report, it is essential that the assessment of the system adequacy of a 

Member State is transparent and enshrined in a European approach in order to objectivize the recourse to 

CRMs. 

 

The development of a common EU methodology and common EU scenarios to determine reliability standards 

would ensure transparency and comparability of the different CRMs. Such European approach is essential to 

avoid any fragmentation of the market. It would enable the consideration of the capacity and the flexible 

potential of neighbouring countries, which is key for assessing the reliability of the electricity system of a given 

country. The lack of cross-border coordination would impede countries to rely on their neighbours’ systems, 

which would go against the further integration of the internal market. Such a regional approach is essential to 

avoid overestimation of the capacity needed to achieve reliability of the system. 

In order to allow the direct participation of foreign installed capacity, relevant governance and market rules 

should ensure that foreign and national capacity are subject to the same obligations and rights, and that TSOs 

can consider them as equally reliable.  



 

4 

In addition, the EU needs objective benchmarks against which to measure whether a capacity mechanism is 

required. National reliability standards should be centred around the level of tolerance margin of consumers 

(residential and industrial) towards power cuts. Such criterion is a crucial factor to identify the level of security 

of supply needed. This would ensure that CRMs are not used for any other purpose. 

 

An EU-wide methodology measured against national reliability standards would enable proper monitoring, 

reporting and updating of adequacy assessments. It would be an instrumental tool to prevent any distortive 

effect in the market and the continuation of the main objectives set by the EU. 

 

The necessity of future-oriented system adequacy assessments 

The European Union should embrace the transformation of the market by developing the available electricity 

system flexibility leverages (e.g. short term liquid markets, flexible demand at all levels, storage, 

interconnection…) rather than extending the dominance of a centralized approach focusing on generation 

adequacy, which tends to favour incumbent conventional sources of energy. 

It is crucial to ensure a proper assessment of the adequacy situation keeping a future-oriented vision of the 

energy system in line with the EU vision of a decarbonised, interconnected flexible and market-based electricity 

system.  

Edora therefore calls for a careful and unbiased assessment of the necessity of such mechanisms, considering 

all type of capacity and their technical and economic life. Focus should not only be on generation capacity but 

also take into account the full potential of flexibility leverages in their energy systems.  

Therefore: 

- Adequacy assessments and reliability standards should include the consideration of the impact on EU 

objectives and notably decarbonisation ones. 

- Adequacy assessments should take into account the flexibility leverages of energy systems, including not 

only the actual amount of flexibility available in the system but also its untapped potential. 

TSOs should properly take into account, and ensure more transparency on the economic viability of power 

plants and the level of must run obligations. Moreover, they shall be incentivised to optimise the use of current 

interconnection, foreign or national generation capacity or DSR in order to solve adequacy issues. 

 

 

Conclusion 

 

Edora calls on the Commission to develop an ambitious market design proposal addressing all the objectives 

set by the EU. In that perspective, such legislation should ensure that CRMs are closely monitored at EU level, 

they must be absolutely necessary, frequently reassessed and should not go against the energy transition 

towards decarbonisation, flexibility, competitiveness, consumer empowerment, and cost-effectiveness. 


