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Summary: This teaching case provides the students with the required background
knowledge and analytical tools to understand and discuss a highly topical issue,
namely the consequences of the war in Ukraine for integration in the field of energy
policy. It introduces the students to the process and dynamics of integration in this
policy field in order to put current events into a longer-term perspective. Moreover,
it elaborates on how integration is complicated by the so-called energy trilemma, i.e.
the trade-offs between security of supply, sustainability and affordability. The
relevance of the problem case is further illustrated by market data, and the assignment
informs students about relevant policy measures which have been taken in response
to the crisis. Based on these materials the students are asked to address two research
questions: First, whether the current events alter institutional power dynamics and
are a push for further integration and second, whether the crisis provides an
opportunity to solve the energy trilemma.

Student level: advanced undergraduate and postgraduate students

Implementing the case study: The completion of this teaching case requires three
sessions in order to first introduce the students to the topic, and to then give them
enough time to reflect on the two research questions in one session each.
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Introduction to the Topic

The construction of the Internal Energy Market (IEM), launched in the mid-1990s with the
goal of delivering more sustainable, secure, and affordable energy, remains an ongoing process.
The unfinished nature of the IEM is a reflection of the magnitude of the challenge of achieving
all the above-mentioned goals together (the so-called energy trilemma), as well as the
reluctance of EU Member States to integrate further in a domain that is highly sensitive for
their economic performance and security. Recent advances in energy policy integration have
taken place in the wake of severe crises, which forced Member States to find EU-level
solutions. For example, the gas supply crisis of 2006 and anticipation of further similar events
gave the final impetus for the formal recognition of EU energy policy in the Lisbon Treaty.
The crisis in EU-Russia relations following the latter’s annexation of Crimea was also the
breeding ground for the Energy Union initiative launched in 2015. In turn, the European Green
Deal, aimed at achieving carbon neutrality by 2050, was a response to the widespread societal
mobilization urging the EU to declare a state of “climate emergency”. The Covid-19 crisis
contributed to accelerate the roll-out of the European Green Deal, in view of the urgency of
articulating a post-pandemic recovery plan fit for the main challenges of the 215 Century. Last
but not least, Russia’s invasion of Ukraine in February 2022 prompted an unprecedented series
of measures that could transform the IEM in ways that seemed unimaginable just a few months
ago.

In view of this evidence, this teaching case is addressing two questions:

(1) To what extent can the war in Ukraine alter the political dynamics and institutional
balance in EU energy policy towards further integration?

(2) Do the effects of the Ukraine war open a window of opportunity to solve the energy
trilemma, or do these rather aggravate the energy trilemma?

The aims of this case study are:

- Firstly, to increase your empirical understanding of the drivers and challenges of the
energy policy integration in a particularly challenging geopolitical context.

- Secondly, to provide you with analytical lenses that can help you to diagnose and assess
the relevance of recent developments in the field of European energy policy.



Implementing the teaching case study

Session | — Understanding the context and policy challenges

Russia played a central role in the European energy system for several decades as the main
supplier of fossil fuels to the EU. Despite the mounting tensions in EU-Russia relations, Russia
still supplied the EU with more than 40 per cent of its natural gas and 30 per cent of its oil
imports. While the EU decarbonisation plan laid out in the European Green Deal already
envisaged a gradual phase-out of gas, particularly from 2035 onwards, Russia was still
considered as a reliable supplier for the long transition phase until 2050. The construction of
the Nord Stream 2 pipeline from Russia to Germany, which was completed in 2021,
exemplified this long-term commitment. This long-standing engagement with Russia in the
energy domain was rooted in the liberal institutionalist idea that economic interdependence
was a guarantee for peaceful relations. However, this premise came abruptly to an end in
February 2022, when Russia initiated a full-scale invasion of Ukraine. Just two weeks after the
start of the war, the EU Member States unanimously agreed to stop importing gas from Russia,
despite their heavy dependency and the sharp rise in gas and electricity prices resulting from
the conflict. More specifically, national governments agreed to a reduction of two thirds by the
end of 2022 and a complete stop by 2027. In May 2022, Member States also agreed on a partial
embargo of Russia’s oil imports. These decisions represent a major shock for the EU’s energy
system that require urgent action on several fronts. Such action is envisaged in the so-called
RePowerEU Plan proposed by the European Commission on 18 May 2022.

(1) Dealing with the price crisis

Figure 1
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Energy prices were on the rise as of the second half of 2021 (as illustrated in Figure 1), with
price surges becoming ever more dramatic after March 2022. In October 2021 the European
Commission tabled a toolbox for action and support to tackle rising energy prices (European
Commission, 2021), followed by another Communication issues in March 2022 (European
Commission, 2022b). Finally, the REPowerEU plan includes a Communication (European
Commission, 2022c) addressing short-term market interventions and long term improvements
to the electricity market design. In comparison to the Commission’s pro-market stance taken
prior to the price crisis, the proposals open the door for various kinds of temporary intervention
in order to allow for time limited compensation and direct support to energy-poor end-users
and industry including social payments, vouchers, taxation, aid to companies and safeguards
to avoid disconnection. The grouping of the various options to act on electricity prices issued
by the European Commission emphasises the role of financial compensation as opposed to
regulatory measures.

Figure 2 Short term options on electricity price
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Thus far, European Member States have adopted very different measures to shield consumers
from rising energy prices, and are also advocating distinct reforms of the IEM — France, for
instance, suggests reforming the pricing mechanism (Sgaravatti et al., 2022).

(2) Refilling gas storages for next winter

Gas storage typically covers about one quarter of EU gas consumption (about 400bcm a year),
thus playing an important role in the stability of the IEM. Since Autumn 2021, storage facilities
experienced an important underfilling (about 20 per cent less than usual), contributing to the
sharp rise in gas prices discussed above. In order to prevent a similar situation next winter, in
March 2022 the Commission put forward a new regulation (European Commission, 2022d)
that requires Member States to ensure a minimum of 80 per cent storage capacity by November
2022 and 90 per cent in the following years. The Regulation introduces several new aspects:

- In order to dispel the concerns from the Member States having the largest underground
storages (Germany, Italy, French, The Netherlands and Austria) that they would bear the cost
of refilling at a moment of soaring prices, the Regulation establishes a burden-sharing
mechanism, so that countries with no storage capacity contribute financially to this effort.

- Both the EU and the Member States will incentivize the energy companies to refill the
storages through discounts on tariffs and other compensatory measures, which in usual
circumstances would be forbidden forms of state aid.

- The Commission will play a central role in ensuring that the intermediary targets are met and
report to the Gas Coordination Group (GCG), composed of experts from the national ministries
and European organizations of the gas sector, which will be given a formal mandate to monitor
Member States’ performance.

- In response to the situation that important gas storage facilities in the EU were owned by
Russian subsidiaries, the European Commission has also identified gas storage as a critical
infrastructure and introduced the obligation to certify (for all existing and future storage
facilities) that foreign ownership does not put security at risk.

- At the request mostly of the European Parliament, the regulation includes the possibility that
Member States will use a mechanism to jointly procure gas. The idea of joint gas purchasing
had been proposed several times, for example in the context of supporting gas diversification
projects in the Southern Corridor in the late 2000s, but was never implemented.

(3) Terminating gas supplies from Russia

Following the commitment to phase out two thirds of Russian gas imports to the EU by the end
of 2022, in May 2022 the Commission presented a detailed plan on how to replace the 140 bcm



that the EU was typically importing from Russia every year. While an important part of this
volume is set to come from alternative suppliers of gas and LNG (60 bcm), the plan also

envisages a faster roll-out of renewable energy (21 bcm), via a new set of measures to speed
up the permitting and the designation of go-to areas for the production of solar and wind power.

Even more importantly, the Commission is counting on reducing about 60 bcm demand by

greater energy efficiency measures. The detailed measures are presented in Table 1.
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While these measures seem at first to indicate an unprecedented show of unity on the EU side,
tensions are also emerging. For example, Member States have been divided over Russia’s
demand to pay for gas supplies in rubles, in a move to prop up the value of the Russian
currency. While Russia has already cut supplies to Bulgaria, Poland and Finland in response to
their unwillingness to pay in rubles, other countries, including Hungary and major German
companies have already announced they will give in to the Kremlin’s demands, even if that
means circumventing the EU sanctions. Unity of action might also suffer when European
governments and citizens are asked to cut down on energy consumption and accelerate the roll-
out of renewable energies. According to the Commission, terminating Russia’s gas supplies
requires €210 billion in investment. Even if the EU will make additional funds available,
unlocking massive investment in a context of post-pandemic recession and hyper-inflation
caused in large part by the soaring energy prices will be a heavy task.

In sum, the jury is still out on whether the war in Ukraine will lead to further integration of the
IEM and square the so-called energy trilemma between energy security, sustainability and
affordability. Assessing the extent of the proposed changes and the challenges that lie ahead in
their implementation is your task in this assignment.



Session Il — Assessing the consequences of the war in Ukraine for the Institutional
Power Balance

Energy is a shared competence, and its development has been characterised by a struggle
between the European Commission and the Member States. On the one hand, being a crucial
factor in the functioning of national economic systems, Member States have carefully guarded
their prerogatives in the organization of their energy market, the choice of suppliers as well as
the composition of their energy mix. On the other hand, although these sovereign rights are
duly recognized in article 194.2 TFEU, Member States have also gradually accepted the
necessity of common policies and obligations, de facto acquiescing to limit their own room of
manoeuvre. Energy policy has therefore been a fertile ground where to test classical integration
theories.

In line with neofunctionalist expectations, EU supranational institutions, particularly the
European Commission, have been key drivers pushing for the expansion of the EU competence
in this domain, through its agenda setting powers and successful use of framing (Maltby, 2013;
Wettestad et al., 2012). At the same time, energy policy has not followed a typical
supranationalisation path, as the Member States continue to play a strong role, as predicted by
intergovernmentalist approaches. Resistance to a one-size-fits all integration is expressed in
several examples of “differentiated integration”, for instance in the internal market and
decarbonisation policies (Andersen & Sitter, 2015; Herranz-Surrallés, 2019).

The particular mix of supranational and intergovernmental competence in energy policy has
also been an inspiration for scholars to conceptualise new forms of integration and governance,
such as orders of governance in the multilevel context (Eckert 2016), “embedded
intergovernmentalism” (Bocquillon & Maltby, 2020), “experimentalist governance” (Rangoni
& Zeitlin, 2021), or “harder soft governance” (Knodt & Schoenefeld, 2021). Also in matters
of external energy supplies, scholars have identified a mixture of strong intergovernmental
control with elements of supranationalism where the Commission has forged a role for itself
through ensuring “real-time compliance” (Thaler & Pakalkaite, 2021) or a “foot-in-the-door
technique” (Batzella, 2021).



With these debates in mind, you are asked to consider: To what extent can the war in Ukraine
alter the political dynamics and institutional balance in EU energy policy towards further

integration? The following table can help you in diagnosing the main changes and challenges
for the IEM in the context of the EU’s energy response to the war in Ukraine.

Policy measures and dynamics Challenges in the implementation of these
reinforcing EU authority measures
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Session 111 — Discussing the Energy trilemma

The manifold and contradicting goals in energy policy are frequently described as a trilemma
between affordability, sustainability and security of supply (e.g. Buchan (2020), Eckert (2016),
Herranz-Surrallés (2019)). In addition, these three policy objectives might be in contradiction
with the creation of the IEM as visualised in Figure 3.

Figure 3 The Energy Policy Trilemma and the IEM
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Source: Authors’ visualisation

Sustainability is a declared goal of the European Union also in energy policy, especially with
the adoption of the so-called 20-20-20 goals (20% renewables, 20% energy efficiency, 20%
reduction of greenhouse gas emissions by 2020) adopted in 2008. The 2019 “Clean Energy
Package”, while focusing on internal market integration seeks synergies with the green
transition, and the 2019 Green Deal puts emphasis on energy efficiency, cleaner energy and
cutting-edge clean technological innovation. This green transition does, however, require
massive investment and structural change that is costly at least in the short- to medium-term,
and thus can lead to trade-offs with affordability. Again, the Green Deal agenda formulates the
ambition of a just transition that leaves no one behind, but rising energy prices pose a challenge
in this context. Similarly, realising sustainability goals can be conflicting with security of
supply where generation from intermittent renewables requires a different kind of
infrastructure. One way of addressing this challenge was to introduce so-called capacity
mechanisms. These are payments to investors in conventional plants to guarantee their
production in case of shortfall of demand, justified by the need to prevent under-supply in the
transition to renewable energy. Related measures, which diverge widely across member states,
have been criticized as hidden subsidies to the fossil industry (see Herranz Surralés (2019, p.
12)). Third, there is an inherent tension between security of supply and affordability. Energy
provision is ideally highly reliable, i.e. blackouts should be avoided as these are costly and
dangerous. The regulation of energy infrastructure typically tends to favor over- rather than
under-investment in order to avoid interruptions and make sure the infrastructure functions in
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a reliable way. This concern in terms of security of supply thus causes tension with the goal of
affordable energy prices and might require political intervention (e.g. regulating energy prices)
in order to achieve both goals at the same time. Finally, these three goals of energy policy, but
also their interplay as a trilemma can cause tension with the market integration agenda. The
win-win narrative goes that market integration will help fuel the green transition and will
provide more secure supply at better prices. There is, however, also a case to be made that
market dynamics as such do not always favor the more sustainable energy sources, that market
integration thus far has not led to a decrease in energy prices, and that more cross-border
infrastructure and integration is needed to boost security of supply. Moreover, diverging policy
responses at national level, such as a North-South divide regarding interventionist policies to
tackle soaring energy prices, pose a challenge for a uniform and EU-wide market design.

With these tensions in mind, you are asked to consider: Do the effects of the Ukraine war open
a window of opportunity to solve the energy trilemma, or do these rather aggravate the energy
trilemma?

The following table can help you in considering these two possible outcomes in further detail,
addressing the various aspects of energy policy.

CRISIS EFFECT | Window of opportunity Aggravation of trilemma
GOALS
Market Integration

Affordability

Sustainability

Security of Supply
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