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EXECUTIVE SUMMARY 

The “European Energy Community Strategy: Political, Economic and Environmental Challenges in South East 
Europe” workshop, organised under the patronage of the Foreign Affairs Committee (AFET), took place 
on February 21st, 2013 at the European Parliament. It aimed at facilitating an exchange of views on the 
energetic context and environmental issues in Western Balkans, and the implementation of the 
European Energy Community Treaty as well as its objectives and impacts on economic and social issues. 

The panelists discussed the need for a sustainable energy strategy in South Eastern Europe and the 
need to pay attention to the specific context of the region (i.e. post-conflict era, recent market 
liberalisation and corruption). They advocated for a strong rule of law approach to develop investments 
in the region which needs new infrastructures. They also underlined the role of European Union in the 
Western Balkan’s transformation process. They discussed the high potential of the region for renewable 
energies development, the Russian energy policy in the region, the foreign policy orientation of the 
Energy Community Treaty and the challenges raised by this new step in the EU-SEE relations. Beyond 
reassurance of energy supplies for all European countries, the objective remains the harmonisation of 
internal and external policies in this sector. 

During their interventions, panelists from NGOs insisted on the need for more consultation and 
transparency on the side of the European Union in the formulation process of the strategy. Energy 
efficiency and sustainability linked to environmental issue were also identified as matters of concern. 

Delegations from candidate countries like Turkey, Serbia, Montenegro and FYROM took part in the 
debate and raised issues pertaining to the impact of the Energy Community Treaty. On the one hand, 
Western Balkans countries insisted on the links between liberalisation and corruption; social and 
environmental impacts (energy prices, pollution issue); lack of transparency and consultation in the 
preparation of the treaty. On the other hand, members of the Turkish delegation underlined the 
progress made by Turkey in approaching the European standards with a view to accelerate the process 
of accession and Turkey is working on the security issue to define a balanced energy mix. 

Finally, the following debates highlighted the need for more transparency and dialogue in the 
formulation and implementation of the Energy Community Treaty and the need to develop common 
activities on these issues which are crucial for the EU’s environmental, social and energetic future. 

1. SUMMARY REPORT 

1.1 Introduction 

Mr. Jelko KACIN, Vice-Chair of the, Delegation for relations with Albania, Bosnia and Herzegovina, 
Serbia, Montenegro and Kosovo, opened, on behalf of Mr Libor ROUČEK, the workshop on Political, 
Economic and Environmental Challenges in South-East Europe (SEE), organised in the framework of 
the European Parliament seminar for members of pre-accession parliaments and EU energy policy 
and its impact on pre-accession countries.  He reminded that the Energy Community was 
established through a Treaty that entered into force in 2006, with the aim to introduce EU energy 
policy rules and instruments into non-EU countries. Today the Energy Community includes countries 
in Western Balkans, Moldova, Ukraine, and counts Turkey (together with Armenia, Georgia and 
Norway) among its observers. He particularly welcomed the members of Parliament from Western 
Balkans and Turkey who attended the workshop.  

 6

http://www.epintranet.ep.parl.union.eu/intranet/ep/content/epdir_search?action=structureComposition&node=2882&withoutType=EXTERNAL&body=2882
http://www.epintranet.ep.parl.union.eu/intranet/ep/content/epdir_search?action=structureComposition&node=2882&withoutType=EXTERNAL&body=2882


European Energy Community strategy: political, economic 
and environmental challenges in South East Europe 

 

Mr. KACIN underlined the importance of the Strategy for the Energy Community adopted on October 
18th 2012, in the broader framework of accession process. It is however a document that met a lot of 
criticism, both from the procedural and substance points of view. It was seen as developed in a non-
transparent way (neither parliaments, nor civil society were consulted properly) and, moreover, larger 
EU goals and legislation (such as anticorruption) have not been taken into account.    

Therefore it was considered appropriate to organise public hearings. Presentations by two experts 
would be followed by comments and questions from the workshops participants.  

1.2 Do we have the means and structures to deliver a sustainable energy strategy? 

Mr. Alan RILEY, Professor at the City Law School, City University in London, started by saying that a 
sustainable energy strategy in South Eastern Europe (integrated with EU market) makes a lot of sense – 
but do we have the means and structures to deliver it? He stated that the history of the EU (particularly 
referring to the Coal and Steel Community context after World War II, the inflow of American capital) 
cannot be simply translated and copied in South-Eastern countries, where the context is different: the 
recent war, the communist legacy, the different economic and energy structures (very difficult to 
remove) and pervasive corruption which make it very difficult to encourage capital flows to these 
countries. Pr. RILEY asked how can you have investments in the region if corruption is so high? If you 
want to invest in energy, do you invest in corrupted countries or US/UK and countries that have no such 
problems?  

The difficulty to obtain foreign capital makes it crucial to effectively promote the rule of law with a view 
to fighting corruption at domestic level. Pr. RILEY stresses the need for a strong rule of law approach, 
as a basis for sound markets. Crucial to that is the independence of courts and the quality of the 
judiciary. As investments in energy are huge, the demand for the rule of law is also very huge. Another 
way to develop investments would be the appeal to domestic resources. However, the World Bank GDP 
2012 figures for these countries are not high, which means the ability to deliver capital domestically is 
very low.  

Therefore, in order to have a sustainable energy strategy, decision-makers should take account of the 
context and adjust the strategy. Flanking measures are necessary in order for the objectives to be 
achieved. These support measures include environment, public procurement focused on energy, rule of 
law programme across the region. Prof. RILEY mentioned some steps to be taken to underpin the rule of 
law in the region: ensure the independence and the quality of judiciary; the transparency (e.g. 
publication of judgements) in energy sector, judicial college, energy courts to deal with common 
energy treaty issues etc. He stressed that if an investment platform was to be created, decision-makers 
would have to look at the rule of law (European rules for energy and environment), otherwise capital 
would stay away from the region. 

He concluded by marking some remarks on the energy strategy and the very substantial challenge it 
faces. If these challenges are not addressed properly, the strategy cannot be delivered to the states in 
the SE region. These states can be supported only by creating supporting measures. To do this, the 
Energy Community needs a significant amount of EU support, as it cannot deal with all these problems 
on its own.  

1.3 EU-SEE relationship with a focus on energy security and environmental issues; the 
Balkan countries point of view 

Ms. Ana-Maria BOROMISA, Ph.D. Economics at the Institute for Development and International 
Relations and Head of the Department for international economic and political relations in Croatia, 
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indicated that the energy security challenges in South-Eastern Europe are the same as everywhere 
else. They mainly refer to: (a) availability (sufficient resources to cover the needs) – the region is highly 
dependent on fossil fuels; while there is high potential for using renewable energies, there is no well-
developed action plan; (b) affordability – this is seen from two angles: from the point of view of the 
industry, prices should be high enough to afford the investment, while on the consumers’ side prices 
should be smaller; (c) acceptability –which is regulated by environmental legislation, international  
agreements (Kyoto, Aarhus), and should be defined on the basis of  impact analyses; (d) accessibility –
e.g. the issue of major transit pipelines, which implies the harmonisation of  negotiating position 
towards Russia and EU (but not possible without EU intervention). 

Referring to EU interests in South-Eastern Europe and South-Eastern Europe’s and Balkans’ 
interests in the EU, Ms. BOROMISA described them as basically similar: energy security within all its 
aspects. Perception is somehow different. For the Balkans region, national energy security is a priority. 
Interrelationship is not so clear; still, it is clear that some countries want to get out of the region and 
Russia’s influence. On EU’s side, the energy strategy is obviously an instrument of EU external policy, a 
way to protect EU’s interests on external markets, an answer on how to export and improve accessibility 
to energy resources (Russian oil and gas).  

Thirdly, Ms. BOROMISA tackled the issue of how was the energy strategy developed. She mentioned 
the collaboration of experts, politicians and public consultation (with, however, limited public debate 
with limited influence). The energy strategy is clearly seen as one of the EU’s external policies, focused 
on the security of supply. Since it is also part of the conditionality under the enlargement process, this 
makes the energy strategy a tool with which the EU tries to pursue its interests. The main concerns 
include:  the lack of big investors and financing, the infrastructure and how it is operated (built for 
former Yugoslavia and meant to function for six countries), very low prices, insufficient renewable 
energy resources, several inconsistencies within the strategy itself (data are not coherent). Time frames 
(eight years between 2012 and 2020 is seen as too short a timeframe) are also an impediment and a 
serious aspect to be taken into consideration for future development. New investments should comply 
with environment rules and renewables’ action plan should be adopted.  

Ms. BOROMISA stated that the interests are essentially the same, but actions to be taken are competing. 
Balance between interests and prioritizing is a challenge for EU-SEE relationship. EU conditionality 
(which translates into copy-pasting EU directives) is seen as not very efficient and because the process 
of accession is likely to stagnate (with no other country being proposed membership very soon), 
probably these countries would be more interested in the energy community. Among the main 
challenges, she mentioned the harmonisation of internal and external policies, the implementation at a 
national level and the prioritisation depending on regional criteria. 

1.4 What energy strategy for European Union? 

Mr. Janez KOPAČ, Director of the Energy Community Secretariat in Vienna, draw the attention of the 
audience to non-EU countries which are part of the energy strategy (Western Balkans, Moldova and 
Ukraine). He hoped that Georgia would become a full member as soon as possible. He indicated that 
energy strategy covers gas, electricity, parts of environment aquis and issues of competition. Some of 
the implications he put forward included: potential severe electricity shortcuts, huge investment gaps, 
framework for a project support to enable financing etc.  

To upgrade the strategy (second phase), PECI – Projects of Energy Community Interests – were 
described as an opportunity for partners to suggest projects of common interests: 90 were received and 
the Energy Community Secretariat is now listing them as projects of energy community interest. 
Regulation in energy infrastructure will establish new procedures for building permits and allow EU 
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money to be used for these projects.  After an extensive public consultation (Days of open doors to be 
organised on April 24th in Belgrade), the upgrading process will come to an end in June 2013, resulting 
in a list of projects of regional interest.  

The most problematic issues mentioned so far in the projects the Secretariat received include (a) daily 
problems: regulated electricity and gas prices far below production prices, difficulty to attract investors; 
public finance problems; non-existence of a definition of vulnerable customers, lack of transparency of 
the regional energy and gas market and (b) specific problems (e.g. Albania – nationalisation, theft of 
electricity, only one supplier at the national level; amongst  all countries in the region, Montenegro is 
the only one without any major problems). 

1.5 Perceptions of the Energy Community 

Ms. Blanca ANDRES-ORDAX, Energy Community Coordinator at the EU Commission DG Energy, who 
substituted Mr Lowe, Director General of DG Energy, commented on statements by previous speakers. 
She indicated that the value and effect of the Energy Community Strategy are overestimated. She 
insisted that the Energy Strategy cannot solve all the problems of the region. 

Mr. Peter POZSGAI (DG Energy) added that, very often, best is the enemy of good. According to him, 
this saying is valid for the Strategy. He reminded that it is the first time that such a document is drafted. 
There are positive implications, e.g. coordination among the contracting parties for example, because it 
is the first time a document uses a bottom-up approach and tries to build on the national strategies. 
This is promising. This is also the first Energy Community document open to public consultation. 

Mr. Jelko KACIN informed the audience that in October 2012 four MEPs (representing EPP, Socialists 
and Democrats, Alliance of Liberals and Democrats from Europe and the Greens) sent a letter to the 
Energy Commissioner sharing some fears and remarks from NGOs concerning the strategy. He 
underlined that the energy sector in the Western Balkans must be considered over the long term and 
environmental sustainability as well. Moreover, some Pristina-based NGOs were unable to attend this 
workshop because of visa issues. Thus, he reminded that the visa-free regime is still a dream for the 
Balkans. 

1.6 Are sustainability and environment a European priority? 

Mr. Miodrag DAKIĆ, President, Center for Environment, Banja Luka, Bosnia and Herzegovina 
representing civil society from all Western Balkans area, presented NGOs concerns about this strategy. 
They refer both to the content and the process and are endorsed by 40 NGOs. Many more would have 
been interested in this consultation process, but did not have adequate information on it. Getting 
comments from NGOs was a success, as they fight for participation, for being included, for 
communicating with EU institutions. While a social forum already exists, something should be done to 
have a similar forum for the environment sector. 

Mr. DAKIĆ stated that the Strategy is not in line with EU 2020 objectives and EU 2050 energy roadmap. 
EU standards are neglected, directives are not applied. The lack of a  participatory approach is one of the 
others serious flaws in the process.  

He raised the possibility that the European Parliament do something to change this in the near future, 
as NGOs feel they need changes now and very soon, otherwise there is a danger of moving to an 
unsustainable energy future in the area. The EU is perceived as saying one thing and doing the 
opposite. NGOs feel that this Strategy is a step backwards in their daily struggle for a sustainable future 
and they expressed their hope that EU would fight for a sustainable future.  
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1.7 The need for a public consultation 

Mr. Garret TANKOSIC-KELLY, Head of SEE Change Network, felt he could speak on both sides of the 
table. He and his family now live in Sarajevo and he has been working for several years as the Head of 
UN agency in Montenegro after the independence. Mr. TANKOSIC-KELLY said that Sarajevo is the most 
polluted city in Europe, a hundred times more than the EU average. Standards to regulate this field are 
more than necessary, but they have to be applied properly. The Energy Community Treaty produced a 
Strategy, but the latter was not subject to public consultation, it is not at all close to EU 2020 standards 
and does not even mention EU 2050 energy roadmap. Therefore, he concluded, the problem is serious.  

He expressed his disappointment in EU institutions (European Commission), but mentioned he was 
delighted for the support of the European Parliament. He stressed again that the Strategy is totally 
inacceptable, because of the lack of public consultation and because the figures are completely wrong. 
He declared himself extremely worried about these projects of common interest which are all about 
production (and not consumers’ interests).  

1.8 Is the Energy Community Treaty for citizens? 

Mr. Zvezdan KALMAR (CEKOR, Subotica, Serbia) appreciated NGOs were invited to discussions. He 
mentioned that at a national level NGOs consider they are not well informed and this is the first thing 
that should be changed.  

He then discussed the issue of a competitive energy market, which is not possible in case of monopolies 
when ‘national champions’ are encouraged. Moreover, input data for the Strategy are the same as 40 
years ago – this is not realistic and therefore a new planning should be carried out. 

Another problem relates to affordability, as the Strategy is not only prescribing measures, but also rising 
prices. He suggested that what should be done first is reporting hidden subsidies to lignite sector, as 
prices are bigger than those estimated by the EU.  

The European Parliament should ask the Commission to make sure national authorities open 
consultations with all stakeholders. Moreover, EU institutions should work with the same standards 
everywhere. They should avoid exporting problems (e.g. pollution) to the Western Balkans. 

1.9 Interventions/debate 

Mr. Mehmet ERDOGAN, Member of the Turkish Parliament, referred to energy policy in Turkey in terms 
of strategy and investments.  

He said that 91% of domestic energy consumption comes from other countries and therefore Turkey is 
very dependent on other countries for energy supply. Efforts have been done to improve resources. The 
country itself has a lot of resources in terms of renewable energy, but however, with an annual growth 
rate of 3.2% in 2012, Turkey sees its energy demand on the rise. As economy grows, there is an 
increased demand of energy and politicians need to look for possible sources for supply.   

Over the last 15 years, Turkey has implemented the Copenhagen then the Maastricht criteria in the best 
possible way with a view to joining the EU. With an EU hit by recession, it is Turkey which is now is a 
good position to help the Balkans and the EU and to make a positive contribution to the region.  

He ended by saying that the security of energy supply is still very important in Turkey. Discussions are 
being held to include nuclear energy in the energy mix. Progress in terms of legislation has been made 
as well. 
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Mrs. Ulrike LUNACEK , MEP Group of the Greens/European Free Alliance, said that the Greens was 
disappointed to hear that civil society had not been sufficiently involved in the drafting of the strategy 
and that the representative of an NGO from Pristina was not even given a visa to attend the Parliament’s 
debate. The Energy Community, the Commission and the Parliaments of these countries should be 
more open to involve citizens and civil society in the strategy process; they need to involve them to 
have their support. She therefore called to involve CSOs and stressed it is very important that 
communication is done in a more open way. Finally, she called for a rationalisation of the EPRD to avoid 
problems that EU already faces in other internal policies. 

Mr. Filip VUKOVIC, Member of the Parliament of Montenegro, stressed the protection of the 
environment was a major concern. In Ukraine, Turkey, Western Balkans, there is just one way out: the 
energy question. The XXIst century will be the energy century. Any other approach must be considered 
as a mistake. Mr. Vukovic insisted on the need to consider the energy mix as a whole, in a realistic way. 
This means relying on fossil fuels for a few more years (coal is one of the main global energy outlook, 
around 54%). He praised the very positive action of the EBRD in Montenegro (assistance in power plants 
and facilities building, biomass development). He finally called for the development of renewable 
energies share in the national mix. 

Mr. Visar IMERI, Member of the Parliament of Kosovo, highlighted the fact that focusing on energy 
supply could sometimes prevail over the wellbeing of the population, on environmental and social 
issues. He said he was surprised by debates on energy prices which are, ironically, low enough in the 
region to push a government to resign (Bulgaria recently). Rise in energy prices must be put in 
correlation with privatisation. Mr Imeri reminded that prices must be compared in relative and not 
absolute terms, adding that energy should never be a luxury for people. He then underlined the link 
between corruption and liberalisation of the markets in the energy sector (high profitability level for this 
kind of investments). According to him, if countries are not allowed to build their own policies when it 
comes to energy and if they are forced to open their markets in this sector, this increases the risk of 
corruption. He concluded by reminding that the sovereignty issue is coming back in the Balkans, which 
is something the EU must keep an eye on. 

Mr. Mustafa ÖZTÜRK, Member of the Turkish National Assembly, started by emphasizing the fact that 
energy is not just a domestic issue, but it is also important in terms of achieving peace. Trust, 
competition, sustainability and liberalisation are the main tenets of the European energy policy. 
Security of supply is very important for Turkey, as well as diversification of resources and alternative 
routes of access to these resources. In his opinion, due to its transit position, Turkey could play a great 
role in the European energy policy. A draft of the new energy law will be in discussion in the Parliament 
sooner. Turkey is now focusing on nuclear and renewable energy of which share within energy 
consumption and generation is growing up. Taking into account all these elements, Mr. Öztürk asked 
for the opening of the energy chapter for which the screening procedure is already completed. 

Ms. Sonja ZUBER, Research and Management Coordinator from Analytica (Macedonian think tank) 
called for an action in the energy domain in favor of citizens instead of private companies. She 
denounced the orientation of the Energy Community Treaty Strategy and what is in her view its real 
purpose: attracting investments for private companies. She emphasised the energy prices problem in 
Western Balkans, even for the middle and upper class (according to her, energy bill reaches up to 50% 
of a functionary salary). Ms. ZUBER stressed that poverty level in Western Balkans is still very high. She 
argued that the document was not developed for social purposes but for economic ones.  

Mr. Mark JOHNSTON, advisor for the WWF, reminded that, regarding the rule of law and specifically 
the competition law (antitrust) in the region, case decisions and directives have both contributed to 
liberalisation. The European acquis on competition was included in the Energy Community Treaty when 
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it was first written eight years ago (Article 18, Annex 3). He argued that clarifications should be 
summarised to the following question: Do we need new extra rules on competition in the treaty or 
should the existing rules be more effectively implemented? 

Ms. Vladanka AVIROVIC, president of the Committee on Economy of the Macedonian Parliament, 
underlined the usefulness of the frequent meetings with her colleagues from Western Balkans countries 
especially on energy issues (shortages, strategic documents). FYROM adopted in 2010 its National 
Energy Strategy and the Parliament adopted a memorandum on the European Energy Community. She 
reminded the will of her country to join the European Union and to transpose all the directives in 
national law. FYROM imports around 30% of its energy. She raised the issue of low salaries in the 
countries in transition. Population is unsatisfied with the energy prices. Although energy remains cheap 
in FYROM, citizens are still vulnerable to the price level (which may vary between day and night time) 
because of their income. Ms. AVIROVIC explained that during the consumption peak, FYROM needs to 
buy expensive energy from outside and sell it cheaper to the citizens. There are subsidies but these are 
not always sufficient for lowest income classes. Civil society is trying to solve this problem by making 
proposals to bring cheap electricity during daytime but without any success until now. FYROM, 
according to Mrs. Avirovic, needs to develop RNE and implement all the energy strategies. The 
refurbishment of the existing power plants will maybe allow the country to reach the objectives of the 
2020 Strategy, even if FYROM, like other Western Balkans countries, faces difficulties to fitful the social 
component.  

1.10 Conclusive remarks by panelists 

Mr. Alan RILEY agrees with Mr. Mark Johnston’s remark on the rule of law but not on the competition 
law point. According to him, the issue is not about generating more substantive laws. In response to the 
critics on the social impact of the energy economy treaty, Mr. RILEY argued that the problem comes 
from the context and the nature of the energy industry and the scale of capital involved. Unless 
governance, corruption and rule of law issues remain unfixed, nobody will come and invest in the 
region at the proper scale. The main danger is the fact that the region remains an investment desert. 
This could be the same in ten years (pollution, high energy prices) if these problems remain unsolved. 
To conclude in a positive way, he argued that the Energy Community Treaty could be used as a means 
to change the entire energy sector in the region but that requires serious supporting policies. 

From Ms. Ana-Maria BOROMISA’s point of view, Energy Community Treaty is about EU external policy 
and huge scale investments. Criticisms come from the side of domestic measures which are not really in 
the philosophy of the treaty. She approved the idea of Mr. RILEY to use the Energy Community as a tool 
to restructure the sector. 

Mr. Janez KOPAČ regretted that sometimes, meetings between energy ministers from partner countries 
do not lead to wider discussions. For example, he underlined the fact that annual progress reports on 
the implementation of the treaty do not have a sufficient echo in partner countries. Thus Mr. KOPAC 
proposed to visit each parliament with a view to presenting the conclusions of the report during the 
second semester of 2013. He regretted that sometimes environment, energy efficiency and investment 
goals could appear contradictory. About FYROM, he explained that during the last two years, because of 
the low prices of electricity, many households changed the heating system for an electric one, which 
has consequences on the bill today. He denounced the demagogic approach and the political use of 
this subject. 

Mr. Miodrag DAKIC answered Mr. Vokovic from Montenegro. He argued that defining XXIst century as 
the energy century is a mistake. According to him, sustainability is the main topic, and to refuse this 
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statement shows the misunderstanding about the challenges that we are facing today. In his opinion, 
the EU needs to be involved in a more significant way in this matter. 

Mr. Garret TANKOSIC-KELLY raised the social issue by arguing that the energy prices will certainly 
increase in the future. In his opinion, energy efficiency is in the interest of consumers and must be 
defined as a main goal for the Energy Community. He concluded by saying that a huge consensus on 
such a sensitive issue is impossible to obtain by developing a document behind closed doors. 
According to him, the main question for the European Parliament is: how are we going to change this 
document for the better? 

Mr. Zvezdan KALMAR stressed that if EU wants to achieve correct prices, it must make the main 
operators pay for their pollution because they cannot always expect state support. Energy community 
secretary must be in charge of the State aid because in many Western Balkans countries like Serbia 
processes lack of transparency. Regarding the lignite issue, the negative impacts of production must be 
taken into account by stakeholders because a cheap energy price is not compatible with sustainability 
policies. According to Mr. KALMAR, operators of thermal power plants must pay for the negative 
outputs. These measures are essential if EU really wants to promote RNE and energy efficiency and 
attract investments. 

Mr. Jelko KACIN concluded by underlining the positive impacts of the debate, quoting Catherine Ashton 
who insisted on that point because discussions are essential to upgrade and update the strategy which 
cannot be implemented at this stage. He concluded by emphasizing the fact that without effective 
implementation, there is just words. 

2. BACKGORUND PAPERS 

2.1 Presentation by Professor Alan RILEY, City Law School, City University, London 

on energy security and geopolitical questions; application of the acquis and flanking measures; energy 
investment strategy 

2.1.1 Abstract 

The presentation focuses on the application of the acquis by members of the Energy 
Community. It argues that the economic and political context in EnCom states should be 
better taken into account to develop an effective European Energy Community Strategy. 
This context makes delivery of the energy acquis much more difficult. In particular, the rule 
of law is vital to the operation of a functioning and healthy energy sector. The Union 
should therefore consider providing a substantial amount of additional support to ensure 
EnCom succeeds. This would include powerful flanking measures in respect of antitrust, 
public procurement, anti-corruption and environment. 

2.1.2 Executive Summary 

Looking at the Energy Community in Context 

Any assessment of a strategy for the Energy Community must look at the EnCom states in their current 
economic and political context. One cannot just ‘carbon copy’ the Union’s energy acquis across to the 
EnCom and assume all will be well. This note neither agrees with the Energy Strategy itself which does 
not take account of the need for substantial supportive measures to ensure it succeeds in its task, nor 
with its critics who appear unwilling to recognize the very great challenges the EnCom states face. This 
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note argues that the Union should consider providing a substantial amount of additional support to 
ensure EnCom succeeds. Without such support it is argued it is doubtful that EnCom will be able to 
successfully deliver a functioning energy acquis. 

Contrary to some observers the EnCom was never going to be another European Coal and Steel 
Community (ECSC). The Treaty of Paris of 1951 which brought into being the ECSC existed at a unique 
moment of historical time and context. Although Europe had been subject to the ravages of World War 
Two, there was a strong civil society amongst the initial constituent members of the ECSC; a strong 
awareness of how markets worked and plenty of free American capital to pay for the building of energy 
infrastructures. 

Whilst most of South-Eastern Europe was engaged in war in the early to mid-1990s the similarities with 
the ECSC end there. The entire region had been seriously affected by soviet economic thinking, soviet 
culture and soviet capital formation. The knowledge of market cultures, sound public institutions and 
adherence to the rule of law which were still in place in 1950s Western Europe were much weaker in SE 
Europe in the late 1990s. Technically the energy sector suffered from soviet infrastructure which was 
usually inefficient and more polluting, inherited subsidy and pricing regimes which made investment in 
new infrastructure unattractive. In addition, EnCom was launched just as the economic crisis got under 
way making access to capital much more difficult. 

It cannot be underlined too heavily that the context makes delivery of the energy acquis much more 
difficult. Corruption across the states in the region which ranges from problematic to horrendous makes 
investors extremely wary of committing capital. More broadly rule of law questions from the quality and 
independence of the judiciary to court delays to questions as to the ability to sustain property rights 
again undermines investment incentives. 

What is often not properly understood is that the rule of law is vital to the operation of a functioning 
and healthy energy sector. The energy industry is the world’s biggest industry by virtue of its demand 
for capital on a very large scale. Equally, that capital needs reassurance that it will be protected prior to 
any final investment decision being made. Independent and highly qualified judges, speedy decisions 
and sound public administration are vital to ensure that capital is protected and will flow into the 
market.  

It may be that in a case where a state has substantial fossil fuel resources that the state can get away 
with a less strict adherence to the rule of law. The profits from resource extraction are sufficient for both 
state and international investors that the rule of law abuses may be tolerated. However, SE Europe does 
not have such substantial fossil fuel resources. 

This context is very important for developing an effective strategy for the Energy Community. The 
overall argument here is that for the energy acquis to function successfully a major support strategy has 
to be put in place. This would include powerful flanking measures in respect of antitrust, public 
procurement, anti-corruption and environment. 

To take antitrust, which had a very significant role in effectively liberalizing the European energy market. 
One option would be to encourage greater co-operation between national competition authorities in 
the energy sector. This co-operation at least amongst some EnCom states could lead to the 
development of an international agreement providing for a single antitrust regime in the energy sector 
amongst several states. Such co-operation could be encouraged and supported by the Union to 
underpin the acquis. A similar approach could be taken in time for public procurement, anti-corruption 
and the environmental objectives. 
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The Union needs to also provide support and build co-operation in respect of the rule of law in the 
region. For the reasons given above weak rule of law institutions and culture can easily undermine 
capital’s incentive to invest. This means creating programmes that promote both the independence 
and quality of the judiciary across the region; address procedural reforms and ensure sound 
administration of civil justice. 

Aside from Ukraine most of the region consists of small markets which are not likely to be attractive to 
many investors. By developing the acquis and appropriate flanking measures it may be possible to 
develop cross-border and regional energy systems that can attract significant international capital. 

The EnCom’s Energy Strategy has been criticized from an environmental perspective. There is some 
reason for concern. However, it is worth pointing out that the actual renewable delivery into the power 
generation system of some of the EnCom states is greater than many EU Member States. Nevertheless, 
without sufficient supporting measures being put in place to give the acquis a chance to develop and 
function, there will be no new substantial energy investments be they fossil fuel or renewables 
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2.1.3 PowerPoint presentation 
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2.2 Presentation by Ana-Maria BOROMISA, Ph.D. Economics, Institute for Development 
and International Relations, Head of the Department for international economic and 
political relations, Croatia 

on the EU-SEE relationship with a focus on energy security and environmental issues; the Balkan 
countries point of view.  

2.2.1 Abstract 

This presentation analyses the Energy Strategy of the Energy Community and its 
coherence with EU energy, environment and enlargement policy goals. It discusses 
challenges and actions from the perspective of the Balkan countries, with specific 
attention to energy security and environmental issues.  

Coherence with EU policy goals is examined on the basis of the Energy Strategy itself, the 
Enlargement Strategy 2012-2013, Energy Roadmap 2050 and the Proposal for a General 
Union Environment Action Programme to 2020. The perspectives of Balkan countries are 
identified based upon the positions of Energy Community member states’ governments, 
civil society organisations and experts, as presented in official documents and media.  

It is argued  that parties of the Energy Community are interested in participating in the 
implementation of the Energy Strategy in order to meet EU conditionality  and 
accordingly to be able to apply for EU funding, rather than as a tool for furthering  
regional cooperation and hence improving energy security.  

While the main goals of the EU and Energy Community are coherent, differences in 
governance structures and the examined timeframes (2050 and 2020 respectively) raise 
concerns about the Strategy’s capacity to effectively foster alignment. This is because of 
the lack of regional ownership. The Strategy is seen as a form of intervention serving the 
EU’s interests and the interests of international financial institutions rather than those of 
the countries of the region.  

2.2.2 Executive Summary 

This presentation analyses the European Energy Community Strategy, its coherence with EU policy 
goals, primarily energy, enlargement and environment, its potential to meet energy security challenges 
in South East Europe (SEE, namely Albania, B&H, Croatia, Kosovo, Macedonia, Montenegro and Serbia)  
and its impact on EU – SEE relations.  It is based on the Energy Strategy of the Energy Community, 
Energy Roadmap 2050, Enlargement Strategy 2012-2013, European Commission 2012 Progress Reports, 
Proposal for a General Union Environment Action Programme to 2020 and the Energy Community 
Secretariat’s Annual Implementation Report 2012. The presentation also considers 
positions/assessments of SEE governments, civil society organisations and experts regarding the impact 
of the Energy Community Strategy on energy security, energy independence, energy mix and related 
environmental and economic aspects.  

Energy policies in South East Europe (at the national level and at the level of the Energy Community) 
pursue the following objectives: security of supply, competitiveness and sustainability (i.e. energy 
security). These are coherent with the goals of the EU’s energy policy. Achieving these goals requires 
measures at national and regional level and arrangements with third countries.  The European Energy 
Community Strategy focuses on measures at a regional level. It is also an instrument of the EU’s external 
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energy policy. In this respect, members of the  Energy Community can be regarded as policy-makers (in 
the creation of the EU’s external energy policy) and policy-takers (by implementing EU legislation in the 
fields of electricity and gas,  the environment, promotion of renewable energy, energy efficiency and 
biofuels, and EU competition policy).  

The EU has adopted a vision until 2050, while the European Energy Community Strategy deals with the 
period until 2020. The governments usually have a short-term perspective. The differing perspectives 
(national governments, energy industry, investors, consumers, suppliers) and timeframes (2020 and 
2050) explain the different (and sometimes opposed) views on the challenges and offer different 
perspectives on sustainability.   

Energy security challenges can be summarized as follows: (i) availability of energy sources, (ii) 
accessibility of energy sources, (iii) affordability of energy resources and energy infrastructure 
development and (iv) acceptability with regard to the environment.   

Availability. SEE depends to a large extent on fossil fuels, energy imports and hydrological conditions.  
Sustainable resources are not sufficiently used and they are expensive. Storage capacities are 
insufficient to ensure short-term energy security, while demand is expected to grow. Basically, measures 
for improving availability are twofold: increasing import capacities or/and development of own 
resources (investment in renewable energy sources, increased energy efficiency, demand management 
and smart grids). Developing SEE’s own resources falls within national competence, and accordingly it is 
not included in the regional strategy.  

Accessibility depends on international and domestic infrastructure. Key challenges in the SEE relate to 
the age of major facilities and to strategic decisions regarding energy supply routes. The region has 
limited impact on strategic decisions related to supply routes. Thus, measures for improving 
accessibility relate to the improvement of the investment climate (both nationally and regionally) and 
to the coordination of negotiating positions within the region with respect to the main suppliers and 
markets. 

Affordability relates to price level. Energy industry (supply) and citizens, general industry and services 
(demand) have opposing views on this issue. Energy industries consider affordability from the 
perspective of the possibility of participating in profitable projects. Energy prices in South-East Europe 
still promote social aspects of affordability. Higher energy prices due to the application of new 
technologies and for the sake of enhancing security of supply could lead to an increase in the number 
of vulnerable customers, as well as to increased energy poverty. 

Acceptability is to a large extent regulated by environmental legislation, international  agreements 
(Kyoto, Aarhus), and should be defined on the basis of  impact analyses. The uncertainty related to 
future regulations on the emission of greenhouse gases and public perceptions are the main 
challenges, and they also affect affordability. Measures for improving acceptability relate to increasing 
environmental authorities’ to implement rules and communicate the results.  

Various interest groups focus on different aspects of energy security. Strengthening one specific aspect 
(e.g acceptability) can have negative effects on other aspects of energy security (affordability, 
availability) and lead to a reduction in total energy security.  

The European Energy Community Strategy promotes traditional investments (gas, coal, hydro power 
production, transport facilities). Investments until 2020 will have an impact on the energy mix in the 
period until 2050, considering the lifetime of facilities. The EU vision until 2050 requires a significant 
transformation of the energy sector, involving the use of clean, efficient and smart technologies, 
innovation and investments in renewables, energy efficiency, demand management and smart grids  
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On one hand, such a restructuring is a challenge as it will impinge upon stakeholders’ economic and 
political interests (primarily electricity, oil and gas industries). On the other hand, it can help reduce 
import dependency and foster the transition to a low-carbon economy. This may represent an 
opportunity for economic growth, employment, regional development and improved security of 
supply.  Investment is needed for this opportunity to be seized. However, limited access to capital and 
unstable regulatory frameworks hamper investments.  

By promoting the creation of a stable regulatory framework the Energy Community’s Energy Strategy 
will indirectly promote clean, and investments. Alignment with EU rules also provides for clear and 
applicable definitions of public/universal service obligations and the way they are financed. 
Nevertheless, competition with traditional energy facilities promoted at the regional level and strong 
lobbying from existing industries will make such developments less likely or more distant. 

Obstacles to a shift towards low-carbon economy and a competitive market include: 

‐ inadequate energy prices (and greenhouse gas prices), 

‐ inertia of the physical system, 

‐ public perceptions,  

‐ technological uncertainty,  

‐ market imperfections. 

National energy policies should address these challenges, including the choice of energy mix, with a 
view to enabling a smooth transition to low-carbon energy until 2050. The liberalisation of the energy 
sector can help balancing short- and long-term interests (investors and the energy industry have long-
term interests, as opposed to governments’ short-term perspectives)  as well as regional and national 
interests (transport/transit access and self-sufficiency).   

2.2.3 Recommendations  

Based on the above, the following recommendations can be formulated:  

- Strengthen the process of policy formulation, especially with a view to better coordinating 
national and regional policies. This requires enhancing the role of parliaments in policy 
formulation and evaluation. 

- Support parliamentary processes in order to increase the capacity for legal harmonisation, 
strengthen the monitoring of implementation at national level, increase the sense of the 
ownership of the acquis and prepare for the role that parliaments will have within the EU.  

- Develop a common methodology for data collection so as to enable a coherent regional 
overview.  

- Revise actions required to meet Strategy objectives based on coherent and comparable data.  

- Formulate criteria for the identification of strategic projects and critical infrastructure at 
national and regional levels, including the relevant requirements regarding environmental 
sustainability and public participation. 

- Promote the application of impact assessment and strategic environmental assessment.  

- Prepare and publish an impact assessment of the Energy Strategy. 
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2.3 PowerPoint presentation by Mr. Janez KOPAC, Director, Energy Community Secretariat 
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