
Agora Energiewende (2025). EEG = Erneuerbare-Energien-Gesetz: Renewable Energy Sources Act. *Excessive consumption incentive: the in-
centive to shift electricity consumption to this hour is too strong; increasing grid congestion. **Insu�cient consumption incentive: the incentive to 
increase electricity consumption during this hour, which relieves the grid, is too low.
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E�ects of the choice of electricity market design
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Only an electricity market with local di� erentiation instead of a single price zone provides the right 
signals for generation, storage and consumption.
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Local electricity prices eliminate excessive and insu�  cient incentives for fl exible electricity 
consumption and storage.

Local electricity prices avoid redispatch.

Price di� erence between single price zone and local prices, 1 January 2023

Exchange electricity prices in the current single zone compared to local prices, 1 January 2023

Local prices: The poten-
tial for producing green 
hydrogen is leveraged

Local prices: price incen-
tive to charge an electric 
car becomes benefi cial 
to the system
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Necessary redispatch per hour, 1 January 2023

Avoided redispatch: The 
grid operator typically no 
longer needs to take any 
congestion manage-
ment measures.

Challenges posed by the introduction of local electricity prices.

→  Distributional e� ects: While the average electricity price, par-
ticularly in the north, decreases, the electricity price for indus-
try in the south increases. Renewable (RES) plant operators in 
the north face substantially lower electricity market revenues. 
Approach: Compensation for RES in the north via the EEG and 
for industry in the south via congestion rents.

→  Forward market liquidity: Smaller price hubs have lower 
trading volumes, making price hedging more expensive. 
Approach: System transition with lead time, introduction of 
new forward market products (hub prices, EPADs, FTRs).

→  Market power: In smaller price hubs, individual power plant 
operators can more easily exercise market power when the 
transmission grid is heavily loaded. Approach: Expanded com-
petencies for market oversight by the Federal Network Agency 
(BNetzA) and the Federal Cartel O�  ce.
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Local prices: operation of 
battery storage systems 
improves grid utilisation


