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Abstract

The area of electricity is politically poorly explored. Yet, it is something that
affects citizens of the European Union daily. In 2003 the electricity market
became a part of the internal market project. This thesis is a case study of the case
of Swedish interconnectors, which uses principal-supervisor-agent analysis to
illustrate the institutional conflicts that arise when national and European
institutions co-operate in a post-compliance process. Due to a complaint in 2006
the Swedish transmission operator, Svenska Kraftndt, was reported to the
European Commission for possible breach of article 102 Treaty of the functioning
of the European Union. This eventually led to a division of the Swedish electricity
market’s core grid system into four bidding zones. The essay explores the
interaction between the different actors of the case, Svenska Kraftnit, the
European Commission and the Swedish state, and how the interaction affected the
institutions’ ability to reach an internal market. The thesis will find that even
though the institutions strive towards the same objective, conflict tend to arise
nonetheless, which affects the institutions’ ability to fulfil the political ambition of
an internal market. Instead the turnout is politically suboptimal, where a lack of
objectives, possible accountability and information can be noted.

Key words: institutions, P-S-A analysis, core grid, the European Commission,
internal market, post-compliance process, Svenska Kraftnidt, Swedish
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1 Introduction

Today you have probably made yourself a brew, switched the flip, given someone
a ring and/or put a charger in the socket. And you have probably not once thought
that the process of getting you a certain amount of electricity in Sweden today is
affected by political processes on European, national, regional and local level.

The electricity market reflects a wide spectrum of issues, usually concerning
technical possibilities and economic costs. What about the political aspects of the
electricity market? Some parts of the electricity market are no longer a direct
concern for the state but the distribution, the national core grid, is very much still
an area regulated by the government in office and the Swedish parliament. The
core grid is a topic shrouded in a political mystery, which under the investigative
eye raises a lot of questions. It is a complex subject and instead of talking about
one market, there are reasons to talk of several co-existing markets with strong
national traditions (Nilsson, 2011: 1509). Since the 90’s the Swedish electricity
market has changed abruptly, through deregulation and integration (Bergman,
2013:261).

The commodity electricity has traditionally been viewed as a fundamental
input for the industry and society as a whole (Holmberg & Tangeras, 2013: 207).
Because of its social utility function the power supply and the grid has often been
a subject of the state although the core grid was not subject to the deregulation in
1996. 1t is still under governmental jurisdiction (the Chamber of Commerce and
Industry of Southern Sweden, 2011:6). Hence, the state is still an important actor.
The distinction between power production and distribution is therefore vital.
Nevertheless, after 1996 there have been a growing number of actors, such as the
European Union (EU), institutional frameworks and stages in the power
distribution process (/bid.). The interaction between the growing number of actors
and institutions creates an outcome, which affects the political sphere, and the
citizens/consumers of the European Union.

In 2003 the electricity market was included in the project of the internal
market (Regulation No 1228/2003). Parallel with this, the Nordic countries have
been trying to integrate their markets, initially without involvement of the EU. In
an ambition to integrate the Nordic and the European market the question of how
to organize the state-owned grid has been raised and the development has not
been without conflict. Beyond technical possibilities and economic costs,
components such as compliance and implementation become areas of interest.
Where does one draw the line between the market and the politics, the nation-state
and the European Union and when it does not work, who is accountable?

This thesis will present a case study of the case of Swedish interconnectors
and the political costs of institutional conflicts in search for an internal market.



1.1 Disposition

This thesis endeavours to create a comprehensive framework where the reader
understands the concept of institutions and the move towards European
integration. The second chapter presents the problem, the purpose and its
relevance. Instead of presenting the thesis’ theory, the third chapter consider the
method; the nearness to the empirics eases the transition from theory to empirics.
The following chapter briefly describes the evolvement of the Swedish national
core grid and electricity market. The analysis is in the sixth chapter. The chapter is
divided into three subparts: the role of the actors and their ambitions, a descriptive
part of the case and a subchapter on information flow. The seventh chapter is
discussion and conclusion, where the question at issue is further discussed,
rounded up by a short remark on future research.



2 Purpose, problem and relevance

One of the main original ideas of the European Union (EU) is the idea of the
internal market. Being one of the main pillars of the EU project it is important to
critically view the policies that aim to guide the EU towards an internal market
beyond nation borders. However, the political milieu still requires the existence of
nation-states.

The study’s purpose is to examine how clashing institutions create a
suboptimal institutional outcome for democratic accountability. In the midst of
political ambition and reality, things do not always add up. In the end, it is a study
of different governance mechanisms of political institutions to fulfil the political
dream of one European market.

The whole EU project is built on the thoughts of an internal market (Buonanno
& Nugent, 2013:142ff). Regulation No 1228/2003 on the conditions for access to
the network for cross-border exchanges in electricity, included the energy market
into the concept of the internal market despite that the national core grids often are
under state monopoly. Such as many infrastructure issues the electricity market is
faced with problems of limited transportation space, similar to road and water
pipe congestion.

The Swedish transmission system operator (TSO) is the enterprise Svenska
Kraftnat (SvK), which is under jurisdiction by the Swedish state (SvK 1). Through
the high level of integration the Nordic energy market has often served as a
leading example of electricity integration in the EU (Radetzki, 2004:111). Despite
this, the European Commission was led to believe that the Nordic energy region,
more precisely the interconnectors, was not functioning as desired and Sweden
was the subject of suspicion. After ifs and buts, Sweden ended up with four
different bidding zones, which led to a higher electricity price in the southern part
of Sweden (e.g. Ei R2013: 15f).

The Commission’s sole purpose is more Europe: the instalment of the internal
market. Nevertheless, there is reason to question whether this is actually what one
end up with in post-compliance and implementation processes. Compliance is the
observance of the EU laws and regulation. The focus is on the process after the
law/regulation has been implemented, where there are audit authorities that
monitor whether the implementation was correct according to the law. With that
in mind this thesis aims to answer:

How does the interaction between Svenska Kraftndt, the
European Commission and the Swedish state affect these
institutions’ ability in fulfilling the political ambition of an
internal market in a post-compliance process?



The hypothesis is that through interaction these institutions collide and create a
political suboptimal outcome through distortion of information, different
institutional objectives and difficulties in accountability.

The studies of European governance are still few or limited of post-
compliance processes and this issue has not been fully addressed until recently
(Knill & Lehmkuhl, 2002:255).

From a political science perspective this shed light on different instances’
relation to the concept of market liberalism, in how to approach the question of
market liberalism from the EU and the nation-states. In addition, this also sets the
stage on how nation-states interact with each other under supranational influence.
In reality the official institutions of Sweden face an integration process, which
requires integration on multiple levels, which challenge the concepts of
accountability, legitimacy and representation. It also changes the roles of national
institutions. To which extent do we enter willingly in these interactions and how
much decision-space does Sweden, as a state, have?

The questions Swedish and European electricity markets are certainly
unexplored (Nilsson, 2011). Being one of the areas that the EU intends to improve
and integrate, it eventually becomes a question about legitimacy and democracy
for the member states’ populations. Through theory the thesis aspire to reveal the
underlying political issues of the case, which is not apparent at first sight.

The Swedish and Nordic electricity market has for long been viewed as a
front-runner in deregulation and liberalisation (Radetzki, 2004:111). The EU’s
involvement in different policy areas varies greatly. Yet, the internal market is one
of the Union’s main objectives, it is reasonable to argue, that supranational
influence tendencies are greatest here (Buonanno & Nugent, 2013:3). The case
can also be viewed as a least likely case, least likely to actually need EU
intervention (Teorell & Svensson, 2007:154).



3 Method

3.1 Method and material

The thesis explores the problem through method of single qualitative case study
based on principal-supervisor-agent (P-S-A) theory by Jonas Tallberg. As
common in case studies this study is abductive and of intensive nature (Teorell &
Svensson, 2007: 51, 74). The thesis is conducted through an interpretive text
analysis with P-S-A theory as an analytical tool, which enables the study’s result
to be generalizable to other EU-national institutional relationships. The thesis’
emphasis is empirical rather than theoretical. Yet, theoretical suggestions will be
made. The thesis has elements of exploratory and descriptive ambitions, and these
can very well overlap each other, the descriptive part is vital in pursuance of an
exploratory research (Yin, 2003:5f, 9). As a result of the scarcity of similar
research the method is of exploratory character, to explore whether given theory
can be used in this peculiar context and note tendencies and trends for further
inquiry.

The decision on method is based on several considerations. First, the research
question illustrates specific relationships between a set of institutions. These
institutions are specific, both in their function in the political institutional system,
as well as in their relationship to each other. Second, the EU legal framework is
multidimensional. Third, as a researcher I have no control over behavioural
events. Instead I have chosen to focus on the peculiar and revealing case in order
to illustrate the institutions’ ability to institutional changes in delegation and
implementation.

The institutions’ interaction is the independent variable, which affects the
dependent variable, the political goal of an internal market. In reality, and in the
case, variable relationships are interdependent and can to a large extent affect
each other. Unlike a comparative case study, the variables exist within the same
context (Esaiasson et. al, 2007:120). Supranational influence is the intermediate
component.

The material has two different strands, a European and a national trend. The
European perspective of the material rarely investigates the national aspect of
compliance within a specific market. On the other hand, the vast majority of
national publications only investigate the electricity market from a national or a
Nordic perspective (e.g. Brannlund et al., 2014; Statskontoret 2012).

The material is chosen from an ex post situation, which makes it easier to
determine what is relevant. Many different studies have been made but rarely in
relation to each other or with similar focus. Therefore different chapters are in
general answered by different reports and research studies. Beyond that, the
material is also mainly based on secondary sources. To mainly rely on secondary



sources can pose as a problem, but by cross-referencing, awareness and
intersubjectivity pitfalls can be avoided.

The analytical framework poses as a measuring instrument, however it is hard
to talk about measurements in absolute terms, with interpretation as a method. In
order to achieve concept validity and reliability, which together create the result
validity, I operationalize concepts such as interaction, internal market and optimal
outcome. Therefore I can find measurable indicators on theoretical phenomena
and know how to approach my material in a traceable way (Esaiasson et. al,
2007:64; Yin, 2003:38). Through comparison the material’s results are verified
further.

Because of the chosen method the generalization ambition is analytical and
not statistical, which is the difference between statistical and qualitative research
(Skérvad & Lundahl 2008:194). To enable this generalization, the study fluctuates
between theory and empirics. Can the researcher generalize from a single case?
Very few researches generalize from a single case, even in the case of
experiments. The case study itself is rarely subject for generalization, although put
in the context of theory and research, an analytical generalization can be made
(Yin, 2003:10). When the researcher generalize it is only to the “theoretical
propositions and not to populations and universe” (/bid.). The generalization
ambition also lies within the replication logic; you try the generalization multiple
times (Yin, 2006: 58f).

3.2 Limitations

The interaction between institutions and political realisation are the study’s two
key variables. The independent variable, interaction, reflects both a practical and
relevance decision. First, there are several ways of conducting this research and
several ways of analyzing whether the political ambition of an internal market is
realized or not, even in the context of Swedish bidding zones. Do the residents of
Scania consider this outcome unfair? Did the distribution of electricity improve?
In spite of this, a study with an institutional focus is still more useful. It makes it
easier to generalize to existing theories and to the broad field of European
political science. Second, it is easier to study official institutions rather than
thoughts and opinions of citizens because: how do you aggregate the meaning of
individual opinions? This also intersects with the top down approach of this
thesis, where the systems are broken down into sub-systems, instead of building
them up in more complex dimensions. The focus is on the different authorities and
decision-makers. Furthermore, the study concentrates on the output and what
happens after that, or in another term, post-compliance.

As Tallberg points out (2003:1) the majority of research done on
institutionalism in the EU concerns the decision-making phase. Compliance is a
central point in implementation processes and important to study. As in the
classical catchphrase, actions and consequences, the rule of law and the political
state work with the same contrasts. That is what makes the EU project so special;



no other supranational organization has the same amount of powers to actually
govern a whole state.

Due to the nature of the research question, it makes it easier to know how to
limit the collection of the material. It should only concern the case of Swedish
interconnectors and official documents. The limitation in the number of
institutions also helps to a great extent.

3.3 Definitions and operationalizations

The problem raises a lot of questions about definitions and operationalizations
therefore the ambition of this chapter is to clarify some key concepts in pursuance
of this problem.

What do institutions mean? Institutions can be formal, informal, authorities,
norms, rules and organizations. Institutions have and are currently defined and re-
defined and poses a whole field of study. This study assumes that it is through
institutions compliance processes transpire. In this research, institution is
understood as an official and formal national or supranational institution installed
by the state or through the state. These formal institutions are Svenska Kraftnit,
the European Commission and the Swedish state: the Swedish parliament and
government. These two parts of the Swedish state co-exist. The government
cannot exercise legislative power without the support of the parliament.

Optimal and suboptimal outcome are two other terms that offers a whole range
of interpretations. The traditional way of talking about optimal outcome in
rational choice terms are in numbers. Instead of talking about economic costs, this
study’s deals with costs in political terms. The post-implementation of the internal
market is seen as a political process, which should be dealt within representative
institutions. The orientation for democratic activities of citizens is national and
uniform legal rules raise the issue of legitimacy (Hojnik 2012:118, 121). The
political optimal is to strive towards a high level of legitimacy, compliance and
possible accountability. Indicators of political suboptimal outcomes are difference
in proposals, information distortion and lack of common objectives. The political
suboptimal can also be seen as the political costs.

The concept of the internal market includes a broad field of policies and
markets. The electricity market alone has many layers to take into account: the
producer’s market, the national core grid, the regional grid and so on. How can
this study grasp the concept of an internal market without missing its mark on
precision? For the purpose of the essay the chosen definition of the internal
market is in the light of article 102 Treaty of the functioning of the European
Union (TFEU). Further on, the subsidiary principle is assumed to permeate the
concept of the internal market (EU 1). Consequently, the focus is on the
consumers/citizens and the closeness of the process to these individuals.

The operationalization of inferaction is that interaction can be understood as
the official documents and reports produced by Nordic official authorities and the
investigation made by the Commission. Besides the pronounced views of the



institutions, interaction is also action and non-action by these official institutions.
There are multiple ways of how to perceive the phenomenon of non-action and
Tallberg argues that compliance ex ante with the principal’s wishes is a sign of
strong influence and an effective control mechanism (2003:9).

The study relies heavy on the assumptions of the first dimension of power by
Lukes, that policy preferences can be observed through political action (Lukes,
2005:29). Basically, the study examines pronounced and overt preferences and
ambitions of official institutions.
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4  Theory

Since the birth of the European Coal and Steel Union scholars have tried to form a
theory with the ability to analyze the development of the European community
and regional integration. The main discussion has revolved around the nature of
the European Union’s (EU) institutions and whether the political system of the EU
should be interpreted as a supranational or intergovernmental system (Kerremans,
1996:217). In conclusion, this discussion has led to the creation of the two
dominating orientations on the area, the neo-functional, respectively the
intergovernmental school (e.g. Buonanno & Nugent, 2013: 23, McGowan
2007:2). The neo-functional argues that the EU’s institutions are the very core of
European integration while intergovernmentalists claim that the institutions only
function as obedient servers. Any power the institutions may have is solely given
by the national governments (Tallberg, 2003: 1).

Being mutually excluding the theories unfortunately restricts the ability of
analyzing the institutions of the EU and their role in European integration in a
multidimensional way. Unlike the previous theories on European integration new
institutionalism does not exclude the different claims made by either of schools
(Tallberg, 2003:6).

Rational choice theory (institutionalism) found its way into the world of
political and social institutions with the new wave of institutionalism. An
analytical tool, which emerged within this orientation, was principal-agent (P-A)
analysis. The P-A analysis offers an adaptable framework where the focus is on
the quality of autonomy and influence rather than from where it originates (/bid.).
Upcoming subchapters discuss rational choice institutionalism, principal-agent
theory and principal-supervisor-agent theory further. These theories are additions
to each other.

4.1 Rational choice and new institutionalism

New institutionalism marked a rediscovered interest in institutions as a political
phenomenon but the term itself remained unclear (Tallberg, 2003: 15, Hall &
Taylor, 1996: 936). Powell defines new institutionalism as:

The core idea that organizations are deeply embedded in social and political
environments suggested that organizational practices and structures are often
either reflections of or responses to rules, beliefs, and conventions built into the
wider environment (2007:1).
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The term reflects a body of different works rather than one line of thought (/bid).
Hall and Taylor divide the school of new institutionalism into three sub-
categories: historical, rational choice and sociological institutionalism
(1996:936). All the subcategories arose as a reaction to the behavioural
perspective and they all have the ambition to highlight institutions’ significant
role in political and social outcomes (/bid.).

The literature within rational choice institutionalism is also diverse, but the
basic assumptions remain the same, the importance of institutions (Tallberg,
2003:16). The theory emerged in the works of Kenneth Shepsle (1979). Rational
choice institutionalism theory seeks to answer two types of questions, “how
institutions shape political, economic and social behaviour, and how institutions
originate, persist, and change” (Tallberg 2003:16). Hall and Taylor identify four
main features of rational choice institutionalism (1996:944). First, rational
institutionalists argue that actors have a fixed set of preferences, act in a certain
way in order to maximize these preferences and act through strategic calculation.
Second, politics are viewed as a series of collective action dilemmas and that
these tend to collide. As a result, the outcome becomes collectively suboptimal.
Famous theoretical examples of this are the prisoner’s dilemma and the tragedy of
the commons (e.g. Tucker & Kuhn, 1953; Ostrom, 1995). Third, the rational
choice theory defined how an actor is likely to act in any given situation. An actor
is expected to act strategically and adjust to expected behaviours of other actors.
Institutions offer structure to these interactions through information, enforcement
tools and agenda setting. Finally, rational theorists argue that institutions are
created through actors. Institutions arise in the actors’ ambition to fulfil certain
functions/values. In conclusion, two important points are to be made; institutions
are a voluntary agreement between participating actors and that in competition, an
institution survives if it provides more benefits than other institutional
arrangements (Hall & Taylor 1996:944f). In the end, organizational structures
seek to minimize transaction, production and influence costs (Hall & Taylor,
1996:946).

Rational choice theory has formed a direct conception of institutions and
behaviour. The simplistic approach is what makes the theory so usable. At the
same time the theory’s generalizable set of concepts is sometimes almost too
simplistic. The political human has multiple layers of motivation, which are easy
to miss and hard to interpret especially in ex ante situations (Hall & Taylor,
1996:950).

4.2 Principal — agent theory

Principal — agent (P-A) theory was originally moulded within the school of new
institutional economics and rational choice. The primary analytical focus was of
mathematical and economical nature, what the cost to monitor the agent was and
the losses that arose from undetected free riding (Tallberg, 2003:17). In the
aftermath of the 80’s new institutionalistic trend, the use of P-A analysis in a

12



political context surfaced (Tallberg, 2003:18). However, political theorists
realized that a modification was needed to apply these economic theories to
political systems (Scott, 2001:35). The main difference is that the economic part
of the literature tends to focus on incentive mechanisms while the political one
focus on sanctions (Tallberg, 2003:23). This primarily because rewards are
notably absent in the political world whereas the threats of sanction often occur
(Ibid.).

In its most basic form the P-A theory is a theory about the relationship
between a principal and an agent. This relationship arises when one party, the
principal, assigns certain work/assignments to another party, the agent. However,
the agent is more likely to pursue its own interests rather than the principal’s — so-
called shirking or free riding (Tallberg, 2003:16). Therefore the agent is more
aware about its actions than the principal is. It leads to a distortion of information
and ability to control.

In conclusion, two (or more) parties enter a contractual relationship and P-A
analysis addresses two specific arising problems with this contract, information
distortion and conflicting interests (Tallberg, 2003:19). Through monitoring
and/or threatening of sanctions the principal tries to control the agent (Tallberg,
2003:5). The more extensive monitoring and sanctioning framework the principal
forms, the less incentives the agent has to shirk. Nevertheless, monitoring and
sanctions generates costs for the principal and therefore it is unlikely that the
principal invests to such an extent that free riding and non-compliance can be
eliminated (Tallberg, 2003:19). The P-A connection is not a one-way street, it is
rather a dynamic and two-sided relationship where the parties can negotiate and
bargain (Tallberg, 2003:23).

Control, in politics
through sanction

—

THE Contractual THE
PRINCIPAL relationship AGENT
Negotiation
Shirking/free riding

Figure 1. The principal and agent relationship
In reality the P-A model offers a comprehensive applicable model but it has one

great weakness. The explanatory power declines with a growing numbers of
actors (Tallberg, 2003:24). More actors can, in the end, mean that the whole P-A
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relationship gets redefined and the rules of the game are altered. Multiple
actors/parties means multiple wills (/bid.). Therefore the theory needs further
development by an addition, the supervisor (Tallberg, 2003:25). Thus, the added
dimension opens up space for more parties to be involved without jeopardizing
the explanatory power of the P-A model, which leads to the principal-supervisor-
agent theory.

4.3 Principal — supervisor — agent theory and
clashing institutions

The focus of Tallberg’s principal-supervisor -agent (P-S-A) theory is on the post-
compliance part of institutionalism (Tallberg 2003: 6). The P-A relationship
transforms to a P-S-A relationship because of two reasons. First, the member
states have collectively given the supranational institution right to solve problems
with non-compliance. Second, it is a direct consequence of the shift to post-
decisional enforcement (Tallberg, 2003: 7, 25f). The member states are both
principals and agents whereas the EU institutions are supervisors (/bid.).
However, the supranational institutions do have interests of their own in a post-
compliance era (/bid.).

In the end, there are two similar P-A relationships, which are defined by
conflicting interests and struggle for autonomous action (/bid.). Three suggestions
are made about supranational influence and what brings it about: the private
enforcement agendas of the EU institutions, the level of supranational influence
and what kind of supervision that is most likely occur (Tallberg 2003:7). It is to
assess the quality of supranational influence.

There is also a level of possible collusion between the supervisor and the
principal (Kofman & Lawarrée, 1996:384). It all depends on the abilities of the
supervisor. In some cases the supervisor is dishonest towards the principal, and
instead of solving the problem of the agent, two collusions arise (/bid.).
Sometimes the principal does not have the luxury of choosing its supervisors, and
risks using a supervisor, which collides with the other actors. In spite of this, the
principal can engage a supervisor despite this uncertainty; collusion can be used
as a punishment as well (Kofman & Lawarrée. 1996:385).

The relationship between the supervisor and the agent is dependent on when
the supervisor makes the observation — the timing zone (Kessler, 1999:288). In
different stages the agent has different levels of understanding of the upcoming
outcome. The punishment or the incentive is created in this timing zone (/bid.).

14



Shirking/free riding

PRINCIPAL AGENT

Contractual
The principal gives up relationship Monitoring on the
statutory powers to the Negotiation behalf of the principal
supervisor Timing zone
The supervisor’s Private agendas
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Figure 2. The P-S-A relationship

4.3.1 The different parties of the EU enforcement in the P-S-A model

It is commonly agreed upon that the preferences of the Commission is highly pro-
integration; or as often put ”more Europe” (Tallberg 2003:28). The Commission’s
motivation for more Europe is not surprising with its position at the core of the
EU. Nevertheless, it does not mean that the Commission naturally tries to
strengthen its position but rather to utilize its ability to influence (/bid.).

Engaging the Commission and the Court as supervisors [...] does not solve
the problem of shirking per se. Rather, it replaces governments’ concern
with one form of shirking — state noncompliance — with another —
supranational influence. (Tallberg, 2000:107)

Tallberg later on explains supranational influence further:

Supranational shirking therefore does not translate into supranational
influence unless the institutions, and the measures they have introduced,
survive possible ex-post sanctions by national governments (Tallberg, 2000:
113).

The preferences of the member states are harder to boil down into one objective,
rather to three main traits. In the role as a principal, it is in the interest of the
governments that policy proposals made in agreement with the Council are carried
out properly and complied with (Tallberg, 2003:29). Still as a principal, the
member states are protecting the sovereignty of the state. In a post-compliance
context, this means that member states’ governments try to restrict the
supranational institutions’ enforcement mechanisms to a minimum and that the
institutions shall not transcend their competence (/bid.). However, as agents, the
states wish to reduce the regulation demands of the EU policies on the nation-
state’s political, economical and administrative spheres (/bid.). To adjust national
institutions, law and practices is not cheap and sometimes the institutions
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themselves are very inadaptable. Another difficulty is how to put the two central
institutions, the parliament and the government into one principal role.

Kofman and Lawarrée discuss supervisors, principals and agents from a
business perspective, where the charge of admission is of different character than
from a political perspective. In today’s context Sweden cannot choose whether or
not to be monitored by the Commission. Instead the auditing process relies on the
fire alarm mechanisms established by the Commission (Tallberg, 2003:59). With
the fire alarm mechanism it is meant that someone besides the Commission has to
initiate the anti-trust case and make a complaint in order to start up the monitor
process.

As mentioned above, it is difficult to capture the different states’ preferences.
Nevertheless, these three objectives can be seen as stable and constant (Tallberg,
2003:30). What may differ between states is to which extent they focus on each
preference. How each preference are weighted and adjusted by Svenska Kraftnit,
the Swedish state and the Commission are addressed in chapter 6.1 Part one: the
actors of the case.
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5 The Swedish core grid, the internal
market and EU competition law

The chapter’s ambition is to provide the reader basic information for a better
understanding of the case.

5.1 The evolvement of the Swedish core grid and
electricity market

There are three events that affected the Swedish electricity market significantly:
the deregulation, the shift of power production in Sweden and the creation of
bidding zones.

The deregulation redefined the market through an increased integration with
the Nordic states. Together with Norway Sweden created the first multinational
electricity market (Holmberg & Tangeras, 2013: 212). Later on Denmark and
Finland were included (Holmberg & Tangeras, 2013:210f).

In spite of the deregulation the produced electricity still had to be distributed
throughout the state-owned core grid. Inevitably, this results in a limitation that
cannot be avoided. The grid’s capacity has a cap that only can be elevated through
added cable grids. This natural limitation in combination with that the power
production balance-shift in 2005' has led to a heavily strained grid system (the
Chamber of Commerce and Industry of Southern Sweden, 2011: 7). This results in
congestion with large quantities of power having to travel south, where the
majority of consumption is. Until 2011 Svenska Kraftndt (SvK) tackled the
congestion problem through restricting the electricity distribution to Denmark in
order to keep the electricity price even nationally. Nowadays an internalisation of
that price difference has been made through the four bidding zones within Sweden
(see appendix 1). In roughly 80 percent of the time the electricity price is the same
throughout Sweden. At the most Sweden have three zones of different prices (Ei
R2013: 15ff).

The model of having a state-owned grid is justified by the arguments of
natural monopoly. Natural monopoly often occurs in the infrastructure area. The
reason being that the core grid is hard and expensive to develop for private actors,
the usual functions of competition do not work (Bergman, 2013: 268f). The grid is

! Barsebick, a nuclear plant in southern Sweden closed in 2005, which led to an even larger portion of electricity
production shifted further north (South Sweden Chamber of commerce 2011: 7).
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financed by national net tariffs (Prop. 2008/09:1, chapter 21). Producers and
consumers within Sweden pay the net tariff, which also finances all the counter-
trade that occurs. Besides the net tariff, the National Debt office (Riksgéilden)
finances the development of the grid (Zbid.).

The Swedish audit authority (Riksrevisionen) emphasizes that a distinction
between investing in the national grid and the Nordic grid is of great importance
(RiR 2013:28).

5.2 The internal market and EU competition law

Sweden became a member of the European Union in 1995. The decision had been
preceded with tough debate and the bill only passed with slight majority (the EU
information 2). Even though Sweden has been critical to the European
collaboration from the start, the level of compliance with the European framework
is high (EC 2013/726 (COM)).

The EU’s ability to influence and affect the national institutions and
policies differs. Competition law is one of the areas where the EU has a strong
presence. Nevertheless, the power still has to be divided with the member states in
the implementation of the internal market (the EU information 1).

5.2.1 The internal market and EU competition law

The nature of the European policy portfolio is ever changing. Since the beginning
the focus of the policy portfolio has been on economic aspects and cooperation.
Under different names the internal market has been one of the Union’s main
projects (Bernitz & Kjellgren, 2002: 4, Buonanno & Nugent, 2013:142). The goal
to create an internal market is pronounced as early as in the 1957 EEC Treaty
(Buonanno & Nugent, 2013:142). Since then the portfolio has expanded
remarkably. Nevertheless, the economic policies are still the major part of the
European policy portfolio (Buonanno & Nugent, 2013:5ff). The internal market is
the very heart of these policies, and even though the internal market in itself is not
contested, the means of reaching it are. The question about how one should
include e.g. infrastructure in this liberalization and integration has been one of
many stumbling blocks.

The main argument for the internal European Market has remained the same
since the 50’s: “the internal market is the most effective EU policy to achieve
increased employment, growth and global competitiveness” (Buonanno &
Nugent, 2013: 144, 166). There are many advantages to be made with free trade
such as unification of regulations and tariffs. The limitations of the internal
market have changed over time and depending on political trends. However, over
time there has been a broadening decision-space for the internal market with great
advances to be made (Buonanno & Nugent, 2013 145f).
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EU competition law has been relatively unchangeable until 2004 (Buonanno
& Nugent, 2013: 159). The 2004 changes decentralized the system and gave
member states a larger part in the implementation process simultaneously as the
Commission gained more power in inspection rights (/bid.). The new and the old
system primarily differ in how the processes work, execution order and to what
degree the national competition agencies (NCA) are involved. However, even
though a larger number of cases are handled by NCAs, the competition regulatory
power still lies with the Commission. In comparison with the US, the EU has not
set up an independent competition Agency. The Commission has resisted such
proposals with the argument that politics is a natural factor in antitrust policy and
therefore it should be a part of the Commission’s responsibilities (Buonanno &
Nugent, 2013:161).
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6 Analysis

6.1 Part one: The actors of the case

The European Commission is considered being the very heart of the EU (Bernitz
& Kjellgren, 2002:60). The commissioners are appointed by the national
governments and later on accepted, as a whole, by the European parliament. Even
though the national governments appoint the commissioners, they are expected to
work independently while working for a EU wide interest (Bernitz & Kjellgren,
2013:61). The Commission itself has many roles; the key roles are as an initiator
for policies, mediator between different actors and executive actor (Buonanno &
Nugent, 2013: 40ff). Competition law is one of the policies that the Commission
implements directly. By its supranational influence the EU tries shift the national
institutions into a desired direction, towards the internal market.

Svenska Kraftnit (SvK) was founded in 1992 and the Swedish state is SvK’s
principal and the government guide the institution by annual appropriation letters.
The parliament decides on the budget, the financing and the investments of the
grid (SvK 1). Besides that SvK has the right to act independently and can act on
the state’s behalf in dealing with the Commission (SFS 2007:515, §27).

The principal is the state: the Swedish parliament and the government. The
Swedish parliament represents, with its 349 members of parliament, the citizens
of Sweden (The Swedish parliament 1). The Constitution states “all public power
in Sweden proceeds from the people™ (SFS 1974:152, chapter 1, §1). The
parliament’s task is to legislate, budget decisions, monitoring the government,
work with the EU and form the foreign policy. Since Sweden became a member
of the EU, the Union has the right to make legislate decisions concerning Sweden
without consulting the parliament first (The Swedish parliament 2). However, the
parliament has a role of guarding the subsidiary principle; decisions should be
taken as closely to the citizens as possible (RiR, 2013:32). The government plays
a key role in this relationship, where they are supposed to inform and speak for
the Swedish parliament in the EU (/bid.). Any powers the government may have
are given to them through the parliament.

6.1.1 The agent, principal and supervisor — who is who?

2 Free translation
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In this particular context the Commission is the supervisor, SvK the agent and the
state (the parliament and the government), the principal. Traditionally the member
state is seen as an agent (e.g. Tallberg, 2003: 29). Thus, by being an extension of
the state, I argue that SvK assumes the role of as an agent and the state solely
becomes a principal.

As stated before the Commission aspire more Europe, the agent, SvK, tries to
soften the adjustment demands of EU policy as it requires a great deal of costly
modifying, and as a principal, the state has two key preferences (Tallberg,
2003:29). First, the state want to see EU rules implemented correctly and
complied with. Second, it is still concerned with the sovereignty. On another note,
the Commission have strong enforcement agendas of its own, as well as being a
major influence in European governance (Tallberg, 2003: 10). The Commission
has engineered ways of monitoring and here, Dansk Energi (DaE), fire alarm as a
result of the decentralized control mechanisms set up by the Commission
(Tallberg, 2003:59).

SvK’s and the Swedish state’s relationship have, 1996 up to now, been
defined by information distortion and lack of control (RiR 2013: 29, 33).
Eventually this has led to an underdeveloped core grid. The state’s inability to
address the issue and having a rigid control has been a contributing factor in the
delays of the grid expansion. The government binds the parliament and SvK
together, as an information exchange and delegation actor. The principal has also
in recent years been unclear on what to prioritize in the investments of the grid
(RiR 2013: 28).

The agent: Shirking/free riding
information distortion

The principal: Wishes to see EU
rules and the principal’s own
rules implemented and complied
with correctly

. Want to control the agent .
THE SWEDISH control the age SVENSKA

PARLIAMENT/ THE KRAFINAT
GOVERNMENT ‘ .

Formalised
relationship, hard to
leave the institutional
arrangement
Negotiation and
bargaining

The principal:
concerned with state’s
sovereignty

Timing zone: post-2003
The supervisor (the
commission): more Europe
Threatens with sanctions

THE COMMISSION

Fire alarm
Dansk energi

Figure 3. The P-S-A relationship in the case of Swedish interconnectors
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6.2 Part two: the Case

SvK was accused of using its dominant position on the Swedish electricity
market. The article, 102 Treaty of the functioning of the European Union (TFEU)
is a part of the antitrust policy and gives the Commission the right to issue fines,
cease and break-up monopolies if the antitrust policy is violated (Buonanno &
Nugent, 2013: 158). See appendix two for a timeline, which marks the important
events of the case.

6.2.1 Intentions of article 102 and Regulation No 1228/2003
Article 102 TFEU (former article 82 TEC) reads:

Any abuse by one or more undertakings of a dominant position within the
internal market or in a substantial part of it shall be prohibited as
incompatible with the internal market in so far as it may affect trade between
Member States.

The objective of the policy is to create an optimal allocation of resources and
protecting consumers (Korah, 2007:470). Nevertheless, EU competition law is
vague in how to interpret article 102. One of the main problems is how to
recognize different kinds of domination (Korah, 2007:6). The Commission have
had a tradition of acting strongly upon export restrictions without hesitation,
which has been problematic when not all restrictions are destructive. Furthermore,
competition law has traditionally, despite its objectives, focused on the small
business owner (Korah, 2007:17, 459). Competition law also create a tension
between a states’ right to intervene in the economy and the European
community’s objection to such interventions (Korah 2007:240). The Union itself
lack governmental instruments to regulate the national markets, which makes the
Union even keener to have an efficient market that allocates resources accurately
(Korah, 2007:11).

With the EC regulation No 1228/2003 the European Union launched a
platform for greater cooperation on the energy market. The regulation recognizes
the differences between member states’ electricity markets and called for a greater
harmonisation (Regulation No 1228/2003 no. 11). Furthermore the regulation also
recognize that market intervention is necessary in some cases and therefore allow
them to exist as long as the interventions give the right economic signals
(Regulation No 1228/2003 no. 17).

To limit the core grid is not per se a violation of EU competition law, and
different methods are used to remedy electricity congestions (EC 4.14.2010: 11).
In spite of this, the member states cannot restrict the electricity flow on basis of
nationality (Ei R2013:8).
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6.2.2 The fire alarm

It was in July 2006 that Dansk Energi, a commercial and professional interest
group of Danish energy companies, put forward a complaint to the Commission.
DaE was concerned with SvK’s restriction of the transmission of electricity
between southern Sweden and Eastern Denmark (EC 14. 4.2010, p. 3). DaE
argued that SvK/Sweden limited the transmission capacity in order to keep the
same price within Sweden and avoid costs connected to counter-trade (/bid.).
Furthermore, these regulations also damaged the competition and had a negative
effect on consumers in Eastern Denmark. It was estimated that Sweden’s export
restrictions cost Danish consumers about 725 MSEK extra in electricity costs
(Copenhagen Economics 2006: 5). DaE called for an investigation on possible
breach of article 81 and 82 TEC, abuse of dominant position, nowadays article
101 and 102 (EC 14. 4.2010, p. 4). The Norwegian Energy Industry Association
(EBL) backed Dansk Energi’s complaint (EBL, 2006).

Sweden’s transmission export restrictions had stirred up reactions before. At
the Nordic Minister council the issue had been on the table in 2003 (RiR 2013:3,
32). SvK also got reported to the Commission in 2003 by another Danish interest
organisation but the complaint did not led to action (Ei R2013:8). Interestingly
enough the Oresundslink (the interconnector) has a great capacity and its capacity
has never been fully utilized (Svenska Kraftnét 2006:2).

SvK denied an illegitimate abuse of dominant position in a submitted response
to the accusations. They argued that the high electricity prices in Eastern Denmark
was not a direct consequence of Sweden’s transmission restrictions but rather a
direct consequence of the actions of Danish companies (Svenska Kraftnit,
2006:1). SvK meant that the restrictions were upheld in order to secure the
electricity flow and to avoid overload of the grid system, which was not
something specific for Sweden but a common way of dealing with the limitations
of the grids across Europe (Svenska Kraftnit 2006:2ff).

Svenska Kraftnédt met the accusations on several points. SvK’s main argument
was that splitting up Sweden into several biddings zones would risk that some
areas would suffer from a lack of competition and too little liquidity. Due to
Barsebick’s closure the lack of supply was a reality. Controversy enough the
Danish parliament even pushed for the closure of Barsebdck. Further on SvK
argued that they did not discriminate on the basis of nationality. SvK had offered
Energinet.dk to be a financial partner of the grid and thus be able to influence
decisions on concerning the grid, but the Danish TSO declined. SvK was also
criticised for having an economic agenda, in which they replied that having an
economic objective is not incorrect when the objective was based on the
instructions handed to SvK by the Swedish government. In conclusion, Svk
argued that all proposed adjustments would led to reduced incentives to invest and
expand the Swedish grid. In the end, SvK meant that they acted economically
optimal under given circumstances (Svenska Kraftnat 2006).

Both the complaint and the defendant referred several times to the Price areas
on the electricity market (POMPE) report (EMIR, 2007:2). Shortly after the
complaint was handed in, the POMPE report was released in 2007. The report
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does in general agree with the reply from SvK (EMIR, 2007: 7ff). The report
stressed that bidding zones, especially in zone SE4 (see appendix 1), would led to
reduced competition and too little liquidity. In agreement with SvK, the report
also highlighted that usage of full import and export capacity is not possible
(EMIR 2007:32). Furthermore, the authors stated that a completely integrated
system, without any transmission congestion, is an economic impossibility (EMIR
2007:64). The grids in the Nordic regions are developed nationally, locally and
regionally (EMIR 2007:21, 27, 74). Nevertheless, Denmark has a peculiar
situation; it is often an object of export and its own system’s integration relies
heavily on import from Sweden and Germany (EMIR 2007: 46).

6.2.3 The Commission gets involved

It was not until 2009 the Commission opened procedures (Memo/09/191). The
Commission decided to open procedures based on the suspicion that Svenska
Kraftndt abused its dominant position, article 102 TFEU (previous art. 82 TEC).
In addition, the Commission stated that it seemed likely that SvK favoured
Swedish consumers. In contrast to SvK, the Commission had reason to believe
that the necessity for export restriction instead of bidding zones was debateable
(Ibid.).

The Swedish government had forestalled the Commission’s opening of
proceedings with a government decision in 2008 regarding bidding zones in
Sweden (Appropriation 2008/09:100). In 2008 the Nordic minister council
decided on a pan-Nordic plan to integrate the market further. The Swedish budget
proposition 2010 included that plan and requested SvK to start the process
dividing the market into bidding zones (Prop. 2009/10:1 chapter 21). The Swedish
government also sought a more refined way of tackling the congestion problem in
Sweden. The political ambition, across the Nordic borders, was, and somewhat
still is, to install a boundless Nordic energy market. However, the government
wanted those bidding zones as soon as it seemed possible in respect to the
technical investments and advancements on the area (/bid.).

Despite differences in opinion, SvK offered to do a market test in 2009, as
well as a voluntary commitment to split up the Swedish market, implementing
two or more bidding zones in Sweden (IP/09/1425, OJ C. 239/9 No. 6.10.2009:1).
The commitments would be become mandatory after the market test assessment,
complementary opinions and final decision.

Due to both the case investigation as well as the government’s request to
initiate the process of several bidding zones, SvK released another investigative
report in the late of 2009 (Svenska Kraftnat, 2009:9f). SvK recommended cross-
sections in the congestion zones of one, two and four (see appendix 1; Svenska
Kraftnat 2009:23). Unlike previous reports produced by SvK, this report did not
surprisingly agree with the fear of reduced competition in the fourth bidding zone
area, SE4. SvK believed that the price differences that would occur would be of
such a small quantity that it should not affect the market greatly (Svenska
Kraftnat, 2009:47f). The SE4 would be most sensitive to the changes as a result
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of the high level of consumption in the area and the low production (Svenska
Kraftnit, 2009:33).

In 2010 the Commission handed in its final assessment and decision
(Commission 14.4.2010). The final decision primary focused on, if the
commitments made by the SvK properly addressed the concerns of the primarily
assessment, which they did (Commission 2010: 24). Henceforth, the Commission
did not see any need for further action.

In 2011 the bidding zones within Sweden came into force. The event did not
pass unnoticed. When the Swedish energy cabin minister, Anna-Karin Hatt,
defended the government’s decision and the actions of SvK, she indicated that the
government had little say in the events taking place in years of 2009-2011 (Prot.
2011/12:38, 19§, stat. 113). The minister emphasized that the Commission’s
addressed the SvK directly, and that the SvK solely addressed these issues (/bid.).
Even though the government’s ambition correlated with the Commission’s, and
the rest of the Nordic region, the government did not agree with the SvK’s
decision to enforce the zones as early as they did, while SvK stated that the 2011-
implementation was not optional (/bid.). Besides the previous instructions and the
pan-Nordic decision in 2008 the government handed no further instructions to
SvK. According to the director general of SvK, the decision of bidding zones was
not a concern for the representative institutions since it was an anti-trust case
(Bursell, 2012). The director general also stated that SvK only contested the
Commission preliminary assessment “for the sake of appearance™ (Ibid.).

6.3 Part three: Information distortion

Information is often pointed out as a key element in political guidance and control
(Tallberg, 2003:20f). The information flow between the different actors stand as
an important element in how they perceive the different questions and priorities
ahead. For example, the parliament has to know how the national grid situation
looks like in order to vote the budget through. In this particular situation, there are
two different lines of information exchange, the information fluidity between the
parliament and government via SvK together with the information stream between
the Commission, the parliament and SvK.

According to regulation No 1228/2003 the national governments and agencies
are obliged to hand the Commission relevant information (section 19). Due to the
changing ways of information exchange in the EU, the Commission especially
requires information upon request (Tallberg, 2003:30). That means that the
Commission’s need for detailed information is limited until the fire alarm goes
off.

The Swedish national audit office has pointed out that SvK and the
government has been scarce on reporting back on the investments and
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25



developments of the Swedish grid to the parliament (RiR 2013:29). Surprisingly
there are no regulations on how and what the government are supposed to inform
the parliament about when a case concerning Swedish institutions is brought to
the Commission (RiR 2013: 33).

6.4 Summary

The parliament could be seen as isolated both from national institutions as the
government and SvK, as well as the Commission due to lack of regulations on
how to handle a Swedish institution which faces anti-trust law in the EU.
However, the Commission and the Swedish state have in their actions acted in
harmony. The Commission has managed to change the case of Swedish
interconnectors through supranational influence. A rather high level of
compliance can be noted on SvK’s behalf. The EU ruled in DaE’s favour and
suggested two or more bidding zones and SvK invoked four bidding zone (three
cuts) on the basis that the zones should be economically stable (RiR2013: 31).
The Swedish government had preferred to see the division in a couple of years
and the parliament had no say in the issue at all. Finally there is the trend of the
government’s key role, which questions the analytical framework.

Lack of THE GOVERNMENT Alleged lack of
information control in the case
Possible distortion

: of information
- Information
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Figure 4. Noted trends in the P-S-A relationship in the case of Swedish
interconnectors
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7 One reality, just another political
dream?

7.1 Discussion

Today’s reality is that the core grid is invested in as a national project but
politically both the Nordic region and the EU seek integration. The idea of an
endless power grid, which can distribute without hick-ups, is an illusion. The fact
is that the core grid cannot handle a complete level of European Integration.
Instead, the different actors tend to turn to other institutional arrangements in
order to optimize their own ambitions.

Even though the discussion of Sweden’s export restrictions has been going on
for a while, change did not come until a supranational institution was engaged.
Once there, SvK and the Swedish state were quick to comply. Yet, the
pronounced views of the involved institutions give the impression that conflict
appeared nonetheless. DaE solved a Nordic conflict trhough engaging a
supranational institution.

These institutional conflicts create a suboptimal turnout as the theory suggests.
There is the network charge, which is not a tariff. Yet the Swedish consumers
cannot choose not to connect to the state-owned grid. Therefore it becomes an
indirect tariff nonetheless. In spite of this, the parliament had no say in the bidding
zone reform. No democratic decision was taken and that leads us into the second
arising political suboptimality. The argument SvK had for not bringing the
question to the parliament/government was that this was a case of antitrust law,
not a political question. Yet, the Commission view the internal market as well as
competition law as a highly politicised area. The perceptions of EU competition
law is notably different, SVK view it outside of the political sphere whereas the
Commission view this as in midst of the political sphere.

As an agent SvK are supposed to carry out the instructions of the
parliament/government but also the Commission’s wishes. The line between the
principal and supervisor are blurred with a supervisor that has clear ambitions of
its own, and a principal, which has not. The tendency to be noted is the lack of
objectives from the principal. Rather than talking about different objectives, the
principal seem to have a hard time choosing between what to prioritize. This lack
of objective could be a sign that supranational influence has replaced the
principal’s pronounced objectives. Another possibility is that, as a result of the
pan-Nordic objective of the government, the will of the Commission can co-exist
without causing a clash of institutional objectives. For reasons unknown the SvK
chose to rhetorically frame the bidding zone question much more narrow than the
Commission did. SvK could have chosen to just implement two bidding zones,
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but decided on four. The SvK interpretation of the situation, in the 2009 report,
was that a fourth bidding zone was appropriate, in direct conflict with the
collaborative POMPE report. The institutional conflicts point at a twisted
implementation process where information and knowledge is key in order to
manoeuvre the agent institution in preferred direction.

The case process is in itself an indicator that the Commission expect the
national institutions to adopt the objectives of the Commission and create
monolithic institutions. One could interpret the ambitions of the institutions to be
shadowed by the merge with the EU, the national and European balancing act.
The evaluations of the situation tend to be of national character, not of consumers
across borders. It also highlights the need for defining the boundaries of the
optimal outcome, where should we draw the line and whom should we include? A
case of Swedish interconnectors is not really of interest for the e.g. Portuguese
electricity consumer, but the internal market in itself can be.

The theory’s durability can be questioned when one dive into an intensive case
study. The key involvement of the government raises the issue on how to define
the member states’ institutions and preferences. The government holds an
important role, which cannot be overlooked or minimized. The government
almost precedes the parliament in importance. The government’s central role is as
an information holder. Rather than including both the parliament and the
government in the principal role, a way to further emphasize that key role of the
government could be through an addition of an information and delegation
catalyst. The government’s role is possibly better understood that way, because,
not only is the government obliged to inform the parliament about SvK but also
about the Commission. A tendency is that with this many levels of institutions the
government almost becomes a game leader, with large control over information,
which occurs at the expense of the parliament.

The high level of integration makes it unlikely for the Nordic energy market to
need supranational intervention in order to function as desired. Therefore it makes
it unlikely that other parts of the European Union can integrate smoothly. On
other areas of the internal market, post-compliance processes highlight the need of
supranational institutions to make member states’ institutions comply and
collaborate.

7.2 Conclusion

How does the interaction between Svenska Kraftndt, the
European Commission and the Swedish state affect these
institutions’ ability in fulfilling the political ambition of an
internal market in a post-compliance process?

The interaction between the different institutions does affect the institutions’

ability to fulfil the political ambition of an internal market. Furthermore, the
interaction tends to be of conflicting matter even though the ambitions of the
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institutions do not necessarily collide. The institutions work dynamically with
each other but the risk of distortion is likely. The conflict does not necessarily
mean that the political ambition of the internal market is worse-off than before.
However, the outcome still remains suboptimal. Information distortion, lack of
pronounced common objectives and difficulty in accountability indicate that this
is the case. The level of supranational influence appears to make a difference.

So, in this combination there is no given space for non-compliance, the
national institutions have to comply. And it is here the distortion of the political
optimal is likely to happen. In short, compliance does not equal non-conflict.
Instead of going against each other in the open the institutions tend to distort the
instructions, information and/or decisions made by another institution.

An import point to make it that SvK did follow the Commission’s wishes.
However, how they choose to submit it to the Swedish parliament/government
was limited in comparison to the adjustments suggested by the Commission.
Therefore the final decision alternatives were limited. So even though some might
argue that the question of the optimal remains unresolved the distortion of
information shows tendencies on institutional disconnection. Moreover, two
implementation processes were at work simultaneously, a pan-Nordic objective
and a European objective, the Commission and the government ran parallel with
each other, but the two political processes do not seem to have recognized each
other.

A key is the importance of correct information. The Swedish parliament has
no standard operating procedures on how to handle when a Swedish institution is
reported to the Commission. Here, SvK and the government were supposed to
inform the parliament of ongoing procedures. A better communication channel
between the supervisor and the principal could lead to avoidance of information
distortion. To have full control over the agent costs a great deal and it is hard to
accomplish. However, we do need the national institutions in order to fulfil the
internal market, the Commission cannot carry out the task by itself.

With a constitution that states that all official power should originate from the
people, the question of the internal market should be ever-present in our political
milieu. The supranational influence of the EU has evolved to such an extent that
the institutions’ perception of how much decision-space they have is non-
questioned. At the same time the presence of people’s representation is highly
limited, which makes it hard to acquire democratic accountability. The question
whether Sweden’s institutions willingly interact is a non-question. It was just
post-2011 the question of bidding zones was raised in the parliament.

The tendencies of the member states’ seem to be that they seem to be the sum
of their institutions and when these institutions have been installed, the politics
takes a step back to make room for adaptation to other institutional frameworks,
rather than highlighting the importance of the citizens. The national institutions’
existence seem to be protected by the nation-states’ demand for sovereignty, while
the EU require a change of ambition and wishes to see the nation-state’s interest
to take an EU wide interest into account. Yet, the official power originates from
the nation-state’s population. This paradox creates an environment where it is
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hard to satisfy both camps. Thus, the institution has to choose which interest is of
greatest importance for the institution’s survival.

In reality, we cannot really talk about a complete internal electricity market.
The ambition would cost a great deal and would require resources beyond the
national government. No matter what we want to do, there will be a restriction of
the grid. The internal electricity market with fully connected grids remains a
political dream nonetheless. If the European vision is to become reality, the
politics need to motivate why this is a vision worth paying for.

7.3 Future research

A case a research that includes several power dimensions would be of great
interest. Here we just have observed the pronounced differences. How the
institutions reasoned within would be valuable to know. A study that not only note
tendencies but also confirms them would be highly sought after. The question is,
can one really modify national institutions to such an extent they comply
optimally? Does that mean that post-compliance is really a question about
streamlining institutions’ ambitions?

In general, more research within the subject of post-compliance needs to be
done as well as in the different parts of the internal market. Even though focus has
been on decision-making and pre-decisional influence the academia should study
the whole process. In some cases that has been the case, especially in
controversial regulations as the common agricultural policy and the common
fisheries policy. However, these policies do not directly touch upon the subject of
the internal market and the political ambition of fulfilling it. Finally research that
includes both the political and economic optimal would be of great interest.
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Appendix 2. Timeline

CHANGES ORIGINATED FROM
THE SWEDISH PARLIAMENT AND
GOVERNMENT

1992: the enterprise Svenska Kraftnat
is founded

1996: Deregulation and
liberalisation on the electricity
market

2007: The POMPE report is released

2008: The Nordic Minister Council
make a plan to integrate the Nordic
markets further, that plan includes
splitting up Sweden into several
bidding zones

2009: SvK releases a

report suggesting four

bidding zones

2010: The Commission hands in
its final assessment and decision —
due to commitments made by
SvK no extra action is needed
2011: Four bidding zones are
implemented in Sweden
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CHANGES ORIGINATED FROM
THE EUROPEAN UNION

2003: The electricity market with the national
grids gets included in the project of the internal
market

SvK gets reported to the Commission

2006: DaE notifies SvK to the

Commission

2009: The Commission opens
proceedings



