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Mr. Janez Kopač, Director of the Energy Community Secretariat, Vienna, Austria.

620.97:351.824.11(4-11)

Energy Policy in the EU

EnERGy EFFICIEnCy AnD 
REnEWABLES PoLICIES In 
tHE EnERGy CoMMunIty

Janez KopaČ

Energy efficiency and energy from renewable energy sources are win-win 
solutions for members of the Energy Community, the international organisation 
bringing together eight countries from South East Europe and the Black 
Sea region closer to the European Union. Both have a significant untapped 
potential to develop and enhance security of energy supply, reduce energy 
dependence, energy costs and the harmful impact of energy systems on the 
environment, as well as increasing competitiveness and economic development. 
The caveat is that energy efficiency and renewables policies have to be properly 
supported by a solid legal and institutional framework, and have well-designed 
and implemented policy measures and programmes for these benefits to be 
fully reaped. Vast amounts of financing, public and private, will be necessary. 
Putting the right conditions in place to attract private investment is one of 
the predominant challenges in the region. The Energy Community Treaty, 
bringing these countries under one umbrella, is a key tool for reaching these 
objectives.

The Energy Community

The Energy Community is an international organisation founded by a 
Treaty signed in October 2005 and entered into force in July 2006. The 
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Parties to the Treaty are the European Union and eight member countries 
(“Contracting Parties”) - Albania, Bosnia and Herzegovina, Kosovo1, Republic 
of Macedonia [MIC ed.], Moldova, Montenegro, Serbia and Ukraine. The 
Energy Community’s mission is to extend the EU internal energy market to 
South East Europe and beyond on the basis of a legally binding framework. 
Under the Energy Community Treaty, the member countries have committed 
to binding reform obligations and deadlines to implement key EU energy 
legislation, including not just the areas of energy efficiency and renewables, 
but also industrial emissions, gas, electricity, oil and competition. The Energy 
Community is supported by a permanently acting and independent Secretariat, 
which monitors and assists the member countries in the implementation of 
their obligations under the Treaty.
 

 In the original text the author is using the United Nations’ provisional reference for addressing 
the Republic of Macedonia or the abbreviation when referring to the Republic of Macedonia.

1 This designation is without prejudice to positions on status, and is in line with UNSCR 1244 
and the ICJ Opinion on the Kosovo declaration of independence.
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energy efficiency and renewables policies in the energy community

Energy Efficiency

Energy Community members are facing more barriers to advancing energy 
efficiency than EU member states. This is linked to the “inherited” high 
energy inefficiency in most production and consumption sectors, their 
economic structures with a higher share of intensive industry, lower income 
per capita and high public budget constraints, not improved by the global 
economic crisis. The institutional frameworks, although under development, 
remain weak, and legal and regulatory frameworks are still in development. 
However, one of the highest barriers remain the regulated, low electricity 
prices, especially in the residential sector, that do not incentivize efficiency 
measures.

The Energy Community on average, is approximately seven times more 
intensive in primary energy (0.83 toe/1000 USD)2 than average European 
Union member states (EU-27) (0.12 toe/1000 USD), and respectively six 
times higher in final energy intensity (0.49 toe/1000 USD) than the EU 
with 0.08 toe/1000 USD, when calculated with the exchange rate parity3. 
This is mainly due to the degraded state of the energy infrastructure, high 
transformation, transmission and distribution energy losses, and also low 
energy efficiency in the end-use sector, especially in buildings. On the other 
hand, the Energy Community consumed less energy per capita (1.38 toe/
capita) than the EU (2.38 toe/capita) in 2010, which is not an indication 
of efficiency, but development. Therefore, in the future we could and should 
expect that energy consumption will grow at a higher speed than in other 
regions, making energy efficiency even more relevant.

To date, the Energy Community has adopted three pieces of law on 
energy efficiency in 2009, 2010 and 2011 respectively:

 Directive 2006/32/EC on Energy End-use Efficiency and Energy 
Services requires, inter alia, the adoption of an indicative energy 
savings target of 9 per cent by 2018 and the development of National 
Energy Efficiency Action Plans. It also promotes the exemplary role 
of the public sector, the setting up of energy efficiency criteria in 
public procurement, energy audits, procedures for monitoring and 

2 GDP expressed in USD at 2005 constant process.
3 International Energy Agency.
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verification of energy savings, and other measures to improve energy 
efficiency and related services.

 Directive 2010/31/EU on the Energy Performance of Buildings 
provides the legal framework for setting minimum energy performance 
requirements for new and existing buildings, ensuring certification 
of buildings and requiring regular inspections of heating and air 
conditioning systems. This Directive also requires the Energy Community 
members to define plans to ensure that by 2021, all new buildings 
are “nearly zero-energy buildings”.

 Directive 2010/30/EU on the Indication by Labelling and Standard 
Product Information of the Consumption of Energy and Other 
Resources by Energy-Related Products, establishes the legal framework 
for labelling and consumer information regarding energy consumption 
for energy-related products, i.e. products which are likely to have a 
direct or indirect impact on energy consumption. Delegated regulations 
deal with the labelling of specific energy-related products in greater 
detail, such as air conditioners, televisions, refrigerating appliances, 
washing machines etc.

While many existing barriers to energy efficiency are still slowing down 
the implementation of energy efficiency measures in the Energy Community 
member countries, and the adopted Directives are still under transposition 
and implementation, some positive developments have occurred. Even in 
the absence of fully functional legal and institutional frameworks, actions 
and investments are becoming more visible. In this respect, a preliminary 
assessment of the achievement of the intermediary energy savings target of 
approximately 3 per cent between 2010 and 2012, as set by the National 
Energy Efficiency Action Plans, on average indicated an 80 per cent rate of 
success, which is promising, taking into account the circumstances at national 
and European level. 

Although there are many possible models of implementation of energy 
efficiency measures especially for the public sector, in the Energy Community 
member countries, the preferred one is based on public borrowing from 
international financial institutions. That is not sustainable in the longer term. 
Therefore, the challenge is to set new financing models that rely less on public, 
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and more on private funding. This approach will be further supported by 
most recent regional investment programmes (including European Bank for 
Reconstruction and Development/Regional Energy Efficiency Programme for 
the Western Balkans, and the World Bank’s). For these, further cooperation 
and involvement of local authorities is necessary.

In order to strengthen the use of energy more efficiently throughout the 
entire energy chain – from the transformation of energy and its distribution to 
final consumption, it will be important for the Energy Community member 
countries to adopt the EU Directive 2012/27/EU on energy efficiency in 
the near future. The Directive includes important aspects of setting national 
targets, obligatory targets for renovation of buildings owned and occupied by 
the central governments, targets and energy efficiency obligations schemes 
for energy companies etc.

Renewables

The region’s greatest strength is its large and diverse renewable energy potential. 
The Energy Community member countries have a relatively high proportion 
of energy from renewable sources, compared with the renewable energy 
share registered in the EU. This is principally due to high hydro and biomass 
consumption. These two natural resources also represent the highest potential 
of all renewable energy sources in the Energy Community. However, the 
active promotion of renewable energy sources has only recently become an 
issue of concern and the region’s renewables potential is significantly under-
developed. Whilst some form of action has now been commenced, by and 
large the policy, legal, regulatory and institutional frameworks in the region 
remain at an early stage.

The EU Directive 2009/28/EC, adopted in the Energy Community in 
2012, currently applies, replacing the Directive 2001/77/EC on the Promotion 
of Electricity from Renewable Energy Sources and Directive 2003/30/EC 
on Biofuels used in Transport. The Directive sets binding targets for the 
share of energy from renewable sources in the gross final consumption of 
energy in 2020 for each Energy Community member country, based on a 
similar methodology as for EU member states. The Directive also foresees 
that renewable energy, such as biofuels, electricity and hydrogen produced 
from renewable sources, should account for at least 10 per cent of the total 
fuel consumption in all forms of transport by 2020. 
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energy efficiency and renewables policies in the energy community

In all Energy Community member countries reform of the existing 
legal and regulatory framework is needed to implement Directive 2009/28/
EC and many barriers to the uptake of renewables remain. The existing caps 
on wind capacities imposed in some Energy Community member countries 
should be gradually removed. Moreover, generation capacity limits for solar 
are sometimes in place to minimise the impact of electricity produced from 
renewable sources on the end consumer price. The situation might change 
in the future due to a sharp decrease of the investment costs in solar PV 
technology in recent years. Certification schemes for electricity produced 
from renewable energy sources still need to be implemented in almost all of 
the Energy Community member countries.

Most Energy Community members are in the very early stages of 
considering their approach to updating the framework for renewables in 
the transport sector. The key issue is to introduce provisions establishing 
a sustainability regime for biofuels and bioliquids, including the necessary 
certification schemes and bodies. Without setting this framework properly, the 
Energy Community members might import non-sustainable biofuels which 
cannot be counted towards the fulfilment of their target, and will prevent 
domestic producers from participating in the EU (and Energy Community) 
markets.

With regard to biofuels, the achievements are generally lagging behind 
the increase in electricity produced from renewable energy sources, and vary 
greatly among the Energy Community member countries. There are members 
with well-developed legislation in place while in other cases, they have not 
even set indicative renewables targets for transport. Furthermore, many of 
the Energy Community members count on imported biofuels to reach their 
targets and are not considering their domestic potential. Ukraine is a positive 
exemption in that respect.

Most of the Energy Community member countries still need to adopt 
proper support schemes for all forms of energy produced from renewable 
sources – i.e. electricity, heat and energy used for transport – to facilitate 
investments in renewable energy and be on track to meet the 2020 targets. 
None of them have registered adequate progress in newly installed capacities 
in the last few years.

Reforms of rules related to the operation and development of the grids, 
especially the access to and operation of the networks for electricity from 
renewable sources, also require particular attention. Network development 
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plans should be developed taking into account the need to integrate more 
renewable energy into the grids, along with a regional approach to balancing 
the electricity systems. 

Furthermore, the authorisation and permitting processes for new renewable 
energy investment projects for all types of renewable energy, including biogas and 
electricity in the transport sector, have to become coordinated and streamlined. 
Enhanced and timely cooperation between different stakeholders, especially 
authorities responsible for energy, economy, planning, water and environment, 
agriculture, transport and fiscal policies is required. Such cooperation has still 
not been adequately established in most of the Energy Community member 
countries so far. 

Investment

Reaching the energy efficiency and renewables ambitions and thus reaping the 
social and environmental benefits to the maximum extent will require significant 
investment. Both private and public investment in energy infrastructure needs 
to be mobilised. Investments in renewable energy and energy efficiency are 
especially important given the need to balance the projected increase in energy 
demand. This is a serious challenge in the region. 

A key investment barrier stems from regulated and/or noncost-reflective 
prices and tariffs. In the prevailing majority of cases, regulated end user 
prices do not reflect the real costs of electricity supply failing to take into 
account the costs of generation (short run marginal cost), reflecting the full 
generation portfolio, necessary investments/an appropriate rate of return, the 
costs of imports, the costs of supply services and bad debts. Other obstacles 
include the lack of innovative financial instruments, other than grants; lack of 
longer term predictability of feed-in tariffs (crucial for new renewable energy 
projects); and (un)availability of grid capacity to dispatch fluctuating energy 
from renewable sources.

Support of the Energy Community Institutions 

The Energy Community and the binding commitments that each of its member 
countries has committed to are the key drivers behind energy efficiency and 
renewables reforms in the region. The organisation’s scope of work, through its 
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Secretariat, goes far beyond just monitoring implementation. The Secretariat 
actively promotes and supports integrated actions at regional level in order to 
effectively tackle the common barriers for the development and implementation 
of energy efficiency and renewables policies and programmes. 

Furthermore, the Secretariat also coordinates cooperation with the Energy 
Community member countries and other relevant players, such as the EU and 
pan-regional organizations, donors and international financial institutions, 
etc. The Secretariat provides technical assistance to the Energy Community 
members in the preparation of their national implementation plans, assists 
them with the proper transposition of the legal requirements in their national 
legislation and organises capacity building workshops and seminars. In 2013, 
the Energy Community adopted a list of 35 “Projects of Energy Community 
Interest” (PECIs) that will benefit from investment incentives and enhanced 
regulatory conditions.

Conclusion

Despite the region’s potential, the use of renewable energy sources and 
implementation of energy efficiency measures are insufficient. Their 
implementation under the Energy Community framework represent huge 
opportunities for the organisation’s member countries. The benefits in 
terms of security of supply, environment and economic development are 
well-known. One of the key barriers to the take up of these measures are 
the noncost-reflective prices, which distort the market, resulting in lack of 
much needed investment in the new generation plants from renewables and 
energy efficiency measures. On the other hand, it is important to ensure that 
vulnerable customers are protected. In this regard, all Energy Community 
member countries should define clearly (and by law or regulation as appropriate) 
the definition of vulnerable energy customers subject to special protection 
and support. Moreover, targeted national programmes to support vulnerable 
costumers should be implemented, as well as programmes to increase energy 
efficiency and greater use of renewable energy in households.
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Mr. Bekim Neziri, Minister of Economy of the Republic of Macedonia.

620.9:338.23(497.7)"2030"

Macedonian Energy Sector 

2030 EnERGy DEvELoPMEnt 
StRAtEGy oF tHE REPuBLIC 

oF MACEDonIA

Bekim Neziri

1. EnERGy PoLICy AnD EnERGy MARKEtS

The Government of the Republic of Macedonia basis its energy policy on the 
long-term strategic documents, mostly on the Strategy on Energy Development 
of the Republic of Macedonia for the period until 2030. One of the objectives 
of the energy policy is providing security in the supply of all types of energy 
for the consumers in the Republic of Macedonia. The following priorities 
have been taken into account for the realization of the above mentioned 
core objective: maintenance, revitalization and modernization of the existing 
and construction of new, modern infrastructures for the purposes of energy 
production and utilization; utilization of domestic resources (reserves of lignite, 
hydropower potential, wind and solar energy) for electricity production; 
increase of natural gas utilization; increase of the utilization of renewable 
energy sources; establishment of economic energy prices; integrating the energy 
sector of the Republic of Macedonia in the regional and European market of 
electricity and natural gas by constructing new connections and aligning the 
legislation with the existing acquis communitaire for energy, environment, 
competition and renewable energy sources. 
 The activities for creating electricity and natural gas markets started 
recently, mainly with the signing of the Memorandum of Understanding 
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for forming regional markets of electrical energy and their inclusion in the 
Internal electricity markets of the European Union (Athens Memoranda), 
of 2002 and 2003, by all countries from the region of southeastern Europe, 
Albania, Bulgaria, Bosnia and Herzegovina, Croatia, Macedonia, Romania, 
Serbia and Montenegro, Kosovo, and the European Union. They expressed 
the desire to:

(1) determine and accept a unique process which will lead to integration 
of the electricity markets in this region and ensure integration 
with the energy markets of the European Union, and

(2) on a national level introduce the necessary legislative-administrative 
and institutional measures and carry out the necessary adjustments 
of the corporative structure, in the service of realizing this process. 

 Following the Athens memoranda, on 25.10.2005 the Treaty Establishing 
the Energy Community was signed between the signatories of the Athens 
memoranda. The treaty was ratified by seven countries signatories and 
entered into force on 01.07.2006. The treaty represents a legally binding 
document which gave the commitments of the Memoranda a meaning of 
legal obligation. With the treaty, the signatories form an energy community 
which organizes the relations between the signatories and creates a unique 
legal and regulatory framework for the energy markets which is transported 
in connected energy networks (electricity and natural gas). The Energy 
Community will implement the appropriate legislation, work principles 
and policies of the European community, taking into account the specific 
circumstances with each of the sides. This Treaty is characterized by: (1) 
affirmation of the Euro-integration process in the energy sector by introducing 
appropriate provisions from the Agreement with which the European Union 
is formed and the Energy directives of the European Commission and 
Council; and (2) introduction of the permanent administrative structure of 
the Community and procedures between the institutions of the Community 
and the participating countries in the process of adoption and implementation 
of measures. 
 The basic goals of the Treaty are: (1) establishment of integrated electricity 
and natural gas markets in southeastern Europe, which will function according 
to the principles and rules enforceable within the frames of the markets 
in the European Union, aimed at future integration; (2) enabling secure, 
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continuous and economical energy supply, as a service of public interest, 
from the systems and sources from the neighboring countries and high level 
of energy access for all consumers; (3) establishment of a unique legal and 
regulatory framework and stable market relations for trade with electricity and 
natural gas on the entire territory of the region aiming to attract necessary 
investments from the private sector and create conditions for sustainable 
development; (4) development of competition and solvency of these markets 
and utilization of the economy of scope; and (5) improvement of the general 
environmental situation; energy efficiency and social conditions in society 
of the member-states of the Community. 
 The obligations which the Republic of Macedonia agreed to implement 
with the signing of the Treaty in the sector of electricity and natural gas stem 
from the commitments in the Treaty that refer to the following: 

– incorporate the legislation (acquis communautaire) of the European 
Union on energy, environment, competition and renewable energy 
sources, adjusted to the institutional framework of the Energy 
Community and the specific conditions of each of the member states, 
whereupon the legal framework refers to the sectors of electricity and 
natural gas. In addition, this refers to the following obligations: (1) 
any type of discrimination in the relations between the members of 
the Community is forbidden; (2) the implementation of the energy 
directives in the economy shall become an obligation twelve months 
after the Treaty enters into force; (3) all agreements, decisions and 
practices that hamper, limit or damage the competition, enable abuse 
of the dominant position on the market, or enable state assistance 
that gives the advantage to certain entities or products on the market, 
will be banned; (4) a time-determined process will be realized for 
selection and introduction of the appropriate technical standards; (5) 
concrete obligations for implementation of the appropriate directives 
which refer to the protection of environment will be established and 
accepted;

– establishment of a unique regulatory framework for the electricity 
and natural gas markets and common mechanisms for cross-border 
transmission, which is reflected through the obligation for: (1) 
determining and announcing the declaration on policy for security 
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and diversification in the supply with primary fuels; (2) undertaking 
measures for increase of the availability and standards in the supply 
of consumers with electricity and natural gas as a public service, 
improvement of the level of payment and acceptance of the prices; (3) 
harmonization of the models on the markets, mutual recognition of 
the licenses and alleviation of the conditions for setting up companies; 
(4) undertaking measures for increased utilization of the renewable 
sources, energy efficiency, improved environment protection and equal 
regional development; (5) building mechanisms for protection of the 
common market in case of crisis situations, temporary measures and 
violations from certain members; 

– the establishment of common markets of electricity and natural gas, 
which is reflected in (1) ban on duties and quantity limitations of the 
import and export of electricity and natural gas and measures with 
equivalent effect, except in certain cases of meeting the public interest 
and protection of lives and property; (2) introducing measures for 
creation of a single market without internal borders; (3) introducing 
joint measures for regulation of trade relations of the member states 
of the Community with third parties; (4) introducing an obligation 
and mechanism for mutual assistance in case of sudden interruption 
in the supply of a member state; (5) accepting the obligation for 
opening the free market of electricity and natural gas (qualification 
of consumers for free choice of supplier). 

 The Republic of Macedonia basis its policy on the commitments of the 
Treaty on Establishing Energy Community, particularly in the segment of the 
markets of electricity and natural gas and continuously implements and follows 
its obligations. This is especially reflected in the promotion of the relations 
between the participants in the market of electricity and natural gas, namely 
in the segment of creating a stable legal and regulatory framework which will 
enable investments in the energy sector and introducing competition on the 
energy markets. 
 On the market of electricity and natural gas, efforts were made to create 
conditions for opening markets, aiming to ensure that all consumers of 
electricity and natural gas, as of 1 January 2008, except the residential sector, 
became eligible customers while starting from 1 January 2015, the residential 
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sector to become eligible customers as well. This means that all consumers will 
have the right to choose their own electricity supplier and conclude bilateral 
agreements which will regulate the rights and obligations including the price 
of electricity and natural gas. The Government of the Republic of Macedonia 
decided to accede to phased opening of the electricity market thus, starting 
from 1 January 2008, the consumers who were connected to the electricity 
transmission system, became eligible and supplied energy through electricity 
traders. 
 Following the experience of conducting these activities, preparation of 
these obligations with the consumers who are connected to the electric power 
distribution systems ensued in the coming years. Hence, at the beginning 
of 2011, the Law on Energy was adopted, which conducted complete 
transposition of the second package of the legislation of the European Union 
for internal energy market which set the deadline that, as of 1 January 2015, 
all households will become eligible consumers. This law also introduced the 
energy activity supply with electricity and natural gas and determined the 
rights and obligations with other participants on the markets of electricity 
and natural gas and the consumers. 
 Recently, the Energy Regulatory Commission of the Republic of Macedonia 
conducted special activities such as adopting rules for market of electricity 
and natural gas, tariff systems for transmission and distribution as well as 
for the operator of the electricity, rules for supply, rulebooks on prices, 
methodologies for determining the regulated maximum revenues of executors 
of the regulated energy activities etc. 
 On 30 September 2013, the Energy Regulatory Commission adopted 
an Action plan for liberalization of the electricity market, according to 
which the electricity market, starting from 1 April 2014, will be opened for 
all consumers, except for the residential sector. The Action plan includes 
the activities that should be conducted by the operator of the electric power 
distribution system, operators of the electric power distribution systems 
and the operator of the electricity market. Starting from this date, there are 
around 222 consumers on the free electricity market that have concluded 
agreements with suppliers of electricity and traders. 
 The electricity and natural gas markets will be further promoted through 
the implementation of the Third Internal Energy Market Package of the EU 
legislation. 
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2. SuStAInABLE EnERGy DEvELoPMEnt

Sustainable development, at a global level, represents a challenge that almost all 
countries in the world are confronted with, aiming to provide better standard 
of living for their citizens, as well as sustainable development for the future 
generations. The sustainable development is promoted as an overall objective 
of the European Union too, which resulted in the elaboration of strategic 
documents for sustainable development and overtaking numerous measures 
which stem from the policies. The main documents of the EU connected to 
the sustainable development include the Renewed Sustainable Development 
Strategy of June 20061, Europe 2020 Strategy (adopted in 2010)2, as well as 
other official documents connected to the international debate on different 
issues in relation to the sustainable development. From perspective of the 
EU, the sustainable development entails building of economies that are 
efficiently using the resources and that are sustainable and competitive, as 
well as using Europe’s role of a leader in the race for development of new 
processes and technologies, including the “green” technologies; speeding up 
the introduction of intelligent networks, use of the Pan-European networks 
and strengthening the competitive advantages of the business entities. The 
sustainable development should support the economic, social and territorial 
cohesion of the Union and therefore, the main spheres for undertaking 
measures connected to the policies, cover the competition, battle with the 
climate changes and the clean and efficient energy. 
 The Republic of Macedonia has also set the framework of the sustainable 
development policies, through the measures, activities and guidelines defined 
in the National Strategy on Sustainable Development of the Republic of 
Macedonia, adopted by the Government in 20103, which represent the first 
planning initiative for sustainable development in the country. 
 The sustainable development includes start of an accelerated and deepened 
global transition toward “green” economy – economy that generates growth, 
creates jobs and eliminates poverty, through investment and preservation 

1 http://register.consilium.europa.eu/pdf/en/06/st10/st10917.en06.pdf
2 Europe 2020 Strategy http://eur-lex.europa.eu/LexUriServ/LexUriServ.

do?uri=COM:2010:2020:FIN:EN:PDF
3 National Strategy on Sustainable Development of the Republic of Macedonia, January 2010 

http://www.moepp.gov.mk/WBStorage/Files/Nacionalna%20Strategija%20za%20Odrzliv%20
Razvoj%20vo%20RM-NSSD%20Del%201.pdf
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of the offer of natural capital which the long-term survival of our planet 
depends on, as well as development of an institutional frame that will 
allow and support the execution of these objectives. It is undisputable 
that the economy depends on resources such as water, energy, land, forests 
etc, which means that the absence of access to quality resources, as well as 
the insufficient knowledge in the sustainable management, are important 
causers of poverty. On the other hand, the sustainable management with 
the available resources could serve as a basis for prosperous and developed 
economies. 
 The UN “Sustainable Energy for All” initiative urges the governments, 
business entities and civil society to dedicate to undertaking concrete measures 
(1) to ensure universal access to modern energy services, (2) to improve the 
energy efficiency and (3) to boost the use of renewable sources. 
 The Government of the Republic of Macedonia is also conducting these 
measures which are mutually supported and, if all three are realized, the 
possibilities will increase, the benefits from the development will maximize and 
a contribution will be made to stabilize the climate changes. The Government 
has adopted the main strategies in the energy sector and national objectives 
for energy efficiency and renewable energy. Also, a connection between the 
energy and climate was established, which integrated the mitigation of the 
climate changes in the energy planning. The main challenge is to continue 
harmonizing the energy sector with the energy-climate objectives of the 
EU, also by gradually opening the energy markets, reducing the greenhouse 
gas emissions, greater energy efficiency and increasing the participation of 
renewable energy. 
 In order to realize the abovementioned national objectives, the Government 
gives priority to the expansion of the production renewable energy capacities, 
especially of the production of electricity from water and wind. The component 
of the influence of these capacities on the environment is included in the 
phases of planning and phases of project. 
 By now, a total of 70 agreements from the first five international contests 
for concession of water for small hydro power plants have been signed. The 
total installed capacity totals 60.3 MW, the anticipated annual production 
of electricity totals 237 GWh, the estimated investment totals 120 million 
euro. On 1 August 2012, the hydroelectric power plant “Sveta Petka” was 
put into use, with an installed capacity of 36.4 MW and annual production 
of 66 GWh of electricity. With the construction of HPP “Sveta Petka,” the 
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multifunctional power plant Skopsko Pole is connected entirely, which, 
except for this plant, also includes HPP “Kozjak” and HPP “Matka.” 
 The activities for construction of hydroelectric power plant “Boskov 
Most” are ongoing. This project envisages an installed capacity of 70 MW 
and annual production of around 117.54 GWh. The start of the construction 
of this power plant is planned to last four years and be realized in the period 
2014-2018. 
 Under the project “Vardar valley,” construction of 12 hydroelectric power 
plants are envisaged with a total installed capacity of 320 MW and total annual 
production of 1050 GWh. 
 The Ministry of Environment and Physical Planning announced the sixth 
package for granting concession for planning, construction and use of objects 
for production of electricity – small hydro power plants on 80 locations. With 
the production of these small hydroelectric power plants, the production 
portfolio of the Republic of Macedonia from renewable sources will increase 
by around 225.66 GWh, which is an increase of around 4 percent of the 
total production of electricity in the country, the import of electricity for the 
needs of tariff consumers will drop, the employment in the construction sector 
will increase, there will be transfer of knowledge and obtaining employable 
“know-how,” engagement of domestic production capacity and naturally 
development of the rural areas by improving the infrastructure (new accessible 
roads, transmission lines and transformer stations), and the opportunity for 
development of the tourism in rural areas. 
 The project Wind Park Bogdanci is launched with realization in April 
2011, with the signing of the Agreement for a loan with the German KfW 
Bank. According to the dynamic of realization of wind park Bogdanci, 16 
windmills will be installed in the first phase, each with an installed capacity of 
2.3 MW or total installed capacity of 36.8 MW and with annual production 
of electricity of around 100 GWh. The wind park is expected to be operational 
in the second quarter of 2014. 
 Moreover, lately the rehabilitation of the hydroelectric power plants was 
worked on, a project that covered rehabilitation/replacement of the electrical and 
hydro-mechanical equipment, as well as some indispensable construction works 
on six hydroelectric power plants HPP Globocica, HPP Tikves, HPP Vrutok, 
HPP Raven, HPP Vrben and HPP Spilje. These hydroelectric power plants 
represent nearly 85 percent of the total installed capacity of the hydroelectric 
power plants in Macedonia. They participate with an annual production of 
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nearly 1000 GWh, which is 15-20 percent of the total produced amount of 
electricity in the Republic of Macedonia. The revitalization is expected to 
finish in 2014 which will extend the working life of the hydroelectric power 
plants by 30-35 years, the installed capacity will increase by around 18.31 
MW, and this will ensure additional annual production of around 50 GWh of 
electricity, new modern equipment will be installed, activities for protection 
and improvement of the dams will be undertaken etc. 
 Simultaneously, focus will be put on the modernization and revitalization 
of the kettles in the thermal power stations “Bitola” and reduction of the NOx 
and SO2 emissions. In the upcoming period, the installation of a system for 
desulfurization is envisaged, as well as additional reduction of emissions of 
particles. The period of realization of this phase will depend on the obligations 
that the Republic of Macedonia will undertake for reducing the emissions of 
dangerous gases. 

3. EnERGy AnD EnvIRonMEnt PoLICy 

The Government of the Republic of Macedonia sees the improvement of the 
energy efficiency as a very important segment for the country’s economy. The 
improvement and implementation of projects in the sphere of energy efficiency 
has the capacity to create new jobs, improve the quality of life for citizens, 
reduce the import of energy and improve the possibilities for accession to the 
European Union. With the realization of projects for energy efficiency, the 
increase of the need for production of energy from domestic resources, such 
as coal and water, is reduced. In this way, increasing the energy efficiency also 
contributes to the environment. 
 The Government of the Republic of Macedonia, in September 2010, 
adopted the Strategy for Increasing Energy Efficiency in the Republic of 
Macedonia until 2020, while in April 2011 it adopted the first Energy Efficiency 
Action Plan. The Strategy defines the priorities connected to the national 
objectives for security and development: secure energy supply, sustainable 
economic development and competition of the economy. The goal of the 
Strategy for Energy Efficiency is to identify the potential for rational use of 
energy, aiming to achieve energy saving in several key sectors: the residential, 
commercial and the sector of public services, the industrial and transport sector. 
The Republic of Macedonia, as a signatory of the Treaty on Establishing the 
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Energy Community, must achieve a national indicative goal for energy saving 
of at least 9 percent in 2018, in relation to the basic consumption measured 
as the average consumption in the period of five years, from 2002 to 2006, 
namely saving of at least 147 ktoe (kilotonne of oil equivalent) (or around 
1710 GWh) in 2018. 
 Around 406 million euro are envisaged for realization of the projected 
measures of the first Energy Efficiency Action Plan for a period of nine years, 
and the benefits that will be reached on a financial, social and environmental 
level are much bigger. 
 In order to realize these measures, the Action Plan also envisages:

•	 Institutional capacity building (of the Energy Department within 
the Ministry of Economy and the Energy Agency of the Republic of 
Macedonia);

•	 Securing financial support for realization of the envisaged measures 
through donations, grants, favorable loans, Energy Service Companies 
(ESCOs), personal participation, and for its coordination the possibility 
of establishing a Energy Efficiency Fund, and

•	 Full transposition of the Directives and Regulations of the European 
Union in the sphere of energy efficiency with the national legislation, 
and thereafter their implementation. 

 In the past period, the Ministry of Economy, in cooperation with the 
other relevant domestic and international institutions, actively worked on 
the creation of the necessary legislation, aiming to ensure implementation of 
the adopted strategies and action plans. Thus, in February 2011, a new Law 
on Energy was adopted, which has a special chapter on energy efficiency and 
which enables transposition of several relevant European directives in the 
sphere of energy efficiency.
 Following the adoption of the Law on Energy, namely since 2011 until 
today, numerous sublegal acts in the sphere of energy efficiency were adopted, 
which allows further transposition and implementation of the European 
directives.
 One of the segments of energy efficiency policies, which stirs up the 
biggest interest with the expert public lately, is the execution of energy controls 
and issuance of certificates for energy characteristics of buildings (or generally 
known in the public as “energy passports”).
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 In the course of 2013, the Law on changing and amending the Law on 
Energy, Rulebook on energy characteristics of buildings and the Rulebook 
for Energy Control were adopted, aiming to resume the implementation of 
the energy efficiency measures. Moreover, in November 2013, the Energy 
Agency of the Republic of Macedonia adopted the Programme for Training 
and Examination of Energy Auditors, and previously two pricelists were 
adopted, which include the maximum amounts of cost for training and 
examination of energy auditors, as well as the maximum amount for the 
performed energy audit. 
 Based on the obligations of the previously mentioned legislation, at 
the beginning of 2014, the Energy Agency of the Republic of Macedonia 
chose five legal persons to carry out the training and examination of energy 
auditors. The first trainings of engineers who showed interest began in 
March 2014, they last around 90 hours, namely around 1-1,5 months and 
after their completion, the examinations of energy auditors are carried 
out.
 The persons who will carry out energy controls must have the authorization 
for energy auditors. The energy auditor can be a natural person with completed 
higher education, with five years of relevant job experience in their profession 
and who has completed the training and passed the examination of energy 
auditor. The Energy Agency of the Republic of Macedonia will issue an 
authorization of energy auditor for all candidates who will meet these legal 
conditions and upon their request. The authorization has a validity of three 
years, with the possibility to be extended every three years, for which the 
energy auditors must pass the training for specialization, which will last 
from 8 to 16 hours, namely 2-3 days. 
 The Ministry of Economy, on the other hand, will issue licenses for 
performing energy audit. A trader or legal entity that has employed at least 
two authorized energy auditors can obtain a license for energy audit and 
must pay the Ministry of Economy an amount of 6,000 denars. The license 
has a validity of five years, with the possibility of being extended every 
five years and an amount of 3,000 denars must be paid to the Ministry of 
Economy for this. 
 The energy audit is a systematic procedure which has the goal of 
determining energy consumption, identification of the economically justified 
possibilities for energy saving, proposing measures for improvement of the 
energy efficiency and their quantification and preparation of a report.
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 Under the regulation of the European Union, the obligation for persons 
from the public sector to, at least once every three years, conduct energy audits 
for buildings and parts of buildings in which they perform the activity, has been 
introduced in the national legislation. More concretely, this obligation refers 
to the state organs, the organs of the local self-government units, the public 
institutions and public enterprises established by the Republic of Macedonia 
or by the units of the local self-governments, as well as the enterprises that 
perform activities of public interest in ownership of the Republic of Macedonia, 
namely of the local self-government units. Such are the organs and public 
institutions and enterprises in the sectors of health, education, social care, 
economy, internal affairs, defense, culture and other buildings under the 
competence of the central and local government. 
 Based on the conducted energy audit, the licensed entities for performing 
energy audits will issue certificates for energy characteristic of buildings. The 
certificate for energy characteristics of a building is a document that contains 
data on energy characteristics of the building. The certificate includes data on 
the energy class of the building, compared to the reference classes for energy 
efficiency, for specific annual consumption of energy for heating in the building, 
other data on the building, as well as a proposal on what economically justified 
measures for improving the energy efficiency can be undertaken. There are 
eight energy classes for the residential and nonresidential buildings: A+, A, 
B, C, D, E, F and G. Class A+ represents energetically the most favorable, 
while class G is energetically the most unfavorable. The certificates for energy 
characteristics of buildings will be issued with a 10-year period of validity. 
 All new buildings, buildings that are subjected to significant reconstruction 
(significant reconstruction of a building is reconstruction when: 1) the total 
investment value of the reconstruction is more than 25 percent of the value 
of the building or; 2) more than 25 percent of the surface of the building’s 
cover is a subject of reconstruction, buildings that are sold or put out to lease 
and buildings owned or rented by persons from the public sector or buildings 
of public character – they must possess a certificate for energy characteristics 
of a building. 
 There are also other obligations during construction or significant 
reconstruction of buildings. The investor is obliged, along with the request for 
issuance of a building approval for new buildings or significant reconstruction 
of existing buildings, to submit a statement from a trader or legal entity, that 
possesses an energy audit license for alignment of the basic project with the 
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basic demands of the building, in terms of meeting the minimum demands set 
in the Rulebook on Energy Characteristics of Buildings. After the construction 
of buildings or after the significant reconstruction of the existing buildings, 
the investor is obliged to secure a certificate for energy characteristics of the 
building and submit it along with the request for issuance of an approval for 
use of the building. 
 The Ministry of Economy has thus far realized numerous project activities 
in the sphere of energy efficiency, such as:

•	 Realization of the Sustainable Energy GEF Project;

•	 Implementation of the stimulative measures of the Government for 
compensating part of the expenses for purchased and built-in solar 
thermal collector systems in households, and

•	 Realization of the Energy Efficiency Platform

 The Ministry of Economy, in cooperation with the World Bank, realized 
the Sustainable Energy GEF Project. One of the main activities of the project 
was the financing and implementation of the energy efficiency measures in 
school and kindergarten buildings. Thereafter, 42 school and kindergarten 
buildings were renovated in 12 different municipalities in a total value of US 
3.94 million for realization of the measures. 
 The total energy saving totals 5.744 megawatt hours / per year, which is 
around 47 percent of the total annual energy consumption before renovation, 
while the total financial saving totals around 28,000,000 denars per year 
(around 632,000 US dollars) which is around one half of the annual energy 
costs ahead of realizing the project. 
 The renovation of buildings led to significant improvements in the 
level of comfort of students and teachers. The students are no longer sitting 
in schoolrooms with temperatures low to 14˚C, but now they maintain 
temperatures of 20˚C, even in the coldest winter days. The renovation of 
schools and kindergartens contributed to the employment of around 350 
workers during the implementation of the measures, as well as economic 
benefits for local enterprises. 
 The Government of the Republic of Macedonia continuously creates 
conditions and supports citizens in the implementation of the energy efficiency 
measures. An example for this is the allocation of subsidies for purchase and 
building-in solar collector systems for hot water in households, a measure 



- 28 -

– Bekim Neziri –

implemented in 2007, 2009, 2011, 2012, 2013 and 2014. In the upcoming 
period, the Ministry of Economy, in cooperation with the other relevant 
institutions and within the frames of its possibilities is to review other measures 
too, which will provide support to citizens for implementation of the energy 
efficiency measures. 
 In order to raise the awareness of citizens for the need and benefits of 
the promotion of the energy efficiency and achieving energy saving in daily 
life, exchange of good experiences with companies from the private sector in 
realization of projects from this sphere, raising the level of knowledge with 
media as well and inclusion of students, the Ministry of Economy and EVN 
Macedonia in October 2012 launched the Energy Efficiency Platform. 
 Numerous activities were conducted within the frames of the Energy 
Efficiency Platform, such as:

•	 On 15.10.2012, the Energy Efficiency Platform was officially promoted, 
attended by representatives of all printed and electronic media;

•	 On 01.11.2012 the Energy Efficiency Platform was presented in 
the morning program on the Macedonian national television by 
representatives of the Ministry of Economy and EVN Macedonia 
AD Skopje;

•	 Printed advertisement materials for promotion of the Energy Efficiency 
Platform were distributed;

•	 On 04.12.2012 a visit to the TAV Airport was realized, aiming to present 
the energy efficiency measures that TAV Airport has implemented;

•	 On 7 and 8 December, a Training Seminar on energy efficiency was 
held for journalists; 

•	 On 12.09.2013, a Workshop for energy efficiency promotion in 
enterprises was organized at which the conducted measures for improving 
the energy efficiency in some enterprises were presented, as well as the 
opportunities for financing and realizing of such projects in the future, and

•	 Activities for organization of a competition between groups of students 
from technical and economic faculties in Macedonia for preparation 
of a business plan with special focus on the energy efficiency are 
ongoing. 
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 The Energy Efficiency Platform was positively assessed in the European 
Commission’s report on Macedonia, which underlined that serious progress 
has been made in the field of energy efficiency. 

4. EnERGy PoLICy oF tHE EuRoPEAn unIon

The common EU energy policy evolves around the common objective of ensuring 
the uninterrupted physical availability of energy products and services on 
the market, at a price which is affordable for all consumers (private and 
industrial), while contributing to the EU’s wider social and climate goals. The 
main objectives of the energy policy (security in the supply, competition and 
sustainability) are laid down in the Treaty on the Functioning of the European 
Union in Lisbon. This clearly demonstrates what is expected of Europe in 
the field of energy. 
 In the course of 2007, the European Council adopted ambitious objectives 
in terms on the energy and climate changes for 2020, namely: to reduce 
the greenhouse gas emissions by 20 percent, raising the share of EU energy 
consumption produced from renewable resources to 20 percent and a 20 
percent improvement in the EU’s energy efficiency.
 The energy strategy of the European Union focuses on five priorities: 

1. Achieving an energy efficient Europe;

2. Building a truly pan-European integrated energy market;

3. Empowering consumers and achieving the highest level of safety and 
security;

4. Extending Europe’s leadership in energy technology and innovation;

5. Strengthening the external dimension of the EU energy market.

 The EU Energy Strategy will require significant efforts in terms of the 
technical innovations and investments. This will speed up the competitive 
market that will lead to strengthening of institutions that monitor and run 
this development. This will improve the safety and sustainability of the energy 
systems, the management of networks and regulation of energy markets. 
Significant efforts must be undertaken to inform and reinforce domestic 
consumers, to get involved in securing a future of sustainable energy through 
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energy saving, reduction of the waste and reorientation toward low-carbon 
technologies and fuels. In addition, efforts will be made to support the 
investments in low-carbon production of energy, based on market-oriented 
instruments, such as trading with emissions and taxation. The first steps 
will be made with the Energy Strategy to allow the European Union to get 
prepared in meeting greater challenges as early as in 2020. The Strategy will 
mainly ensure better leadership and coordination at a European level, both in 
undertaking internal activities and activities connected to external partners. 
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EnERGy PoLICy AnD 
EnERGy MARKEtS

Financial and Regulatory Mechanisms and 
Liberalization of the Energy Market

Dimitar petrov

need of Regulation

The emergence of the natural monopolies is connected to the exclusive right 
that the countries grant the companies to execute certain activities, which, in 
their nature are activities that require major capital investments and which, 
due to the advantages of the economies of scale, are best to be carried out by a 
company. These companies produce good service which is of great importance 
to national economies.

The existence of the natural monopolies is an example of the existence 
of a domain of market failure, hence the need of regulation of these markets 
where market competition does not exist. The energy sector is a sphere in 
which regulation is indispensable due to the existence of natural monopolies 
and for this goal, the countries form regulatory bodies which are given the 
most essential tasks, to establish balance between the fight of companies to 
maximize their profit and the country’s commitments to secure well-being 
in society. 

The energy sector is one of the largest sectors in the Macedonian economy. 
The annual revenue in 2013 of 142 companies that perform their energy 
activities based on permits issued by the Energy Regulatory Commission 
totaled 139 billion denars. 
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Regulation of the Energy Sector in the Republic of Macedonia

The main guidelines for the development of the energy sector in the Republic 
of Macedonia are determined with the energy policy of the Republic of 
Macedonia, defined with the Strategy for Energy Development which aims to 
provide safe, secure and quality supply of all types of energy and energy sources 
for consumers and create transparent and stable conditions for competitive 
and economically functional energy sector. A special emphasis is put on the 
sustainable energy development, promotion of the market competition, 
protection of the environment and rights of consumers, energy efficiency, 
integration of the energy markets in the Republic of Macedonia in the regional 
and international energy markets and meeting the obligations that stem from 
the ratified international documents. 

The Energy Regulatory Commission of the Republic of Macedonia was 
set up in 2003 pursuant to the Law on Energy which granted competences 
to this independent regulatory body to regulate certain issues connected to 
the execution of energy activities. 

With the existing Law on Energy, the competences of this commission are 
increased, aiming to reinforce the role of the institution, which is particularly 
important in conditions of deregulation and liberalization of the energy 
markets. In line with the Law on Energy, the Energy Regulatory Commission 
shall take care of regulating the energy activities that refer to:

– electrical energy, 

– natural gas, 

– oil and oil derivatives, mixture of liquid fuels of fossil origin used for 
transport, with biofuels and 

– heating energy 

The Energy Regulatory Commission, through series of rules, regulations, 
decisions and solutions provides conditions for efficient, competitive and free 
functioning of the energy markets. 

The sublegal acts – rulebooks are in fact a framework of the regulatory 
mechanisms and they contain the procedures, manners and conditions for 
issuing permits for performing the energy activities, monitoring of companies 
that perform regulated activities, procedures for determining the prices and 
tariffs and access to networks. These acts determine the rules for functioning of 
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the energy markets, the way for joining and exiting them, the tariffs according 
to which the regulated companies sell their services to the consumers are 
determined, the quality standards of these services and the prices for various 
types of energy and energy sources. 

In the Republic of Macedonia, the rulebooks and methodologies which 
determine the prices and tariffs for performing energy activities create stable 
and predictable conditions for operation of the regulated companies and 
simultaneously provide possibilities for their efficient operation and development. 

The determination of the tariffs and prices by the Energy Regulatory 
Commission is in accordance with the most modern world practices in the 
sphere of regulating tariffs and prices. The existing methodologies for calculation 
of regulated maximum revenue are based on the stimulating regulation through 
implementation of the high-stimulating method of limiting the revenue. 

The tariffs and prices determined by the Energy Regulatory Commission 
enable covering of all justified expenses and provide a reasonable level of profit 
for companies. Concurrently, in this way, by limiting the revenues of regulated 
companies, protection of consumers and users is provided from abuse of their 
dominant position on the market. 

All procedures in the Energy Regulatory Commission are carried out 
transparently with the participation of all interested parties including the 
entire public through the media. 

In the Law on Energy that systemically and legally regulates the energy 
sector in the Republic of Macedonia, the European guidelines and regulations 
have been transcribed, which are obligatory for the Republic of Macedonia 
as an EU candidate country.

Liberalization of the Electricity Market

With the signing of the Treaty establishing the Energy Community, the 
Republic of Macedonia undertook responsibilities for liberalization of the 
electricity and natural gas markets. The process of liberalization entails clear 
distinction of the activities production, transfer, distribution and supply of 
a certain type of energy from various suppliers and different sources. The 
process of liberalization of the electricity market began in May 2007 when all 
consumers connected to the transmission network, except for “Macedonian 
Railways,” secured 55 percent of their needs of electricity on the open electricity 
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market, while the remaining 45 percent secured them from the transmission 
system operator, MEPSO AD – Skopje, as wholesale supplier of electricity for 
tariff customers. All these consumers connected to the transmission system 
were moved into the category of eligible consumers who completely secured 
their needs from traders on the open market with which 20 to 25 percent of 
the electricity market in the Republic of Macedonia was liberalized. During 
this phase, the Rules for Electricity market did not exist and the relations 
between AD MEPSO - Skopje and these consumers were regulated with 
mutual agreements. 

Pursuant to the then-Law on Energy, the obligation for preparing the 
Market Rules belonged to the transmission system operator which is also the 
operator of the electricity market, following previous approval from the Energy 
Regulatory Commission. In this period, although there was a draft-version 
prepared, the rules until the adoption of the new Law on Energy were still 
not approved. 

With the new Law on Energy of 2011 in which the second package of 
measures of the EU legislation and the existing guidelines and regulations 
adopted by the Council of the European Union and the Energy Community 
is implemented, the obligation for preparing the Market Electricity Rules 
is given to the Energy Regulatory Commission, along with an entire set of 
sublegal acts that shall provide complete liberalization of the electricity market. 
The law also obliges the transmission system operator and the operators of the 
distribution systems, to supply the quantities of electrical energy, necessary 
for covering the losses in the transmission system and distribution systems 
over the allowed level of losses, on the open market in a transparent way and 
procedure. With this provision and implementation of the decisions on the 
prices of the Energy Regulatory Commission which determine the permitted 
level of losses, up to 3 percent with the operator of the electricity transmission 
system and 14 percent with the operator of the distribution system, the 
unregulated part of the electricity market grew to around 40 percent with the 
participation of 20 licensed electricity traders. 

The second step of the liberalization follows, which started with the 
adoption of the Market Rules in May 2012. Bearing in mind the importance 
of these rules, the process of their adoption was accompanied by public 
debates, consultations and two preparatory sessions of the Energy Regulatory 
Commission. With these market rules, the liberalization of the electricity 
market was envisaged to begin on 1 January 2013 for the consumers who 
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meet the standards for independent participation in the market. The practical 
implementation of these market rules was still impossible, primarily due to 
the need of technical preparations for hourly measurement of energy due to 
the calculation of the derogations as well as the systemic services and energy 
for balancing, and afterwards due to the need of the adoption of all necessary 
legal documents which will enable regulation of the relations between all 
participants on the market. The Energy Regulatory Commission, by following 
the preparedness of the participants in the electricity market, as well as the 
meeting of all key technical prerequisites for functioning of the electricity 
market, assessed that additional presentations, workshops and trainings for 
the new eligible consumers is necessary, and at the same time the operator of 
the electricity market and operators of the distribution systems to secure all 
technical prerequisites for functioning of the electricity market. Due to the 
specificity of the electricity market, and not wanting financial repercussions 
for all participants in the electricity market to appear, aiming to not jeopardize 
the safety and security in the supply of electricity, the Energy Regulatory 
Commission decided twice in 2012 and 2013 to extend the date for resumption 
of the market liberalization. 

In June 2013, the Energy Regulatory Commission revised the market 
rules and in September 2013 adopted an Action plan for liberalization of 
the electricity market. With this action plan, the obligations of the Energy 
Regulatory Commission were laid down, as well as the tasks with concrete 
moves and timeframes of all participants in the process of realization of 
the legal obligations, primarily of the operator of the transmission system, 
the operator of the electricity market and the operators of the distribution 
systems, aiming to secure all prerequisites for successful launch of the 
second phase of liberalization, set for 1 April 2014. All these activities are 
organized through transparent procedures with active participation of all 
interested parties. 

The Energy Regulatory Commission set up a working group for monitoring 
the implementation of this action plan, which all interested parties took 
part in, including the economic chambers, the Commission for Protection 
of Competition, as well as the organizations for protection of the rights of 
consumers. 

The Energy Regulatory Commission organized 8 workshops for 222 
electricity consumers, for whom the liberalization was obligatory as of 1 April 
2014, aiming to provide detailed information and prepare for the participation 
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in the electricity market. The group of these 222 consumers who met the 
criteria for independent participation in the electricity market (more than 
50 employees and total annual revenue or total assets greater than 10 million 
euro in denar counter-value), also included public enterprises and joint stock 
companies in majority ownership of the state. 

Due to the obligations of the Law on Public Procurement for these 
enterprises, the Energy Regulatory Commission dedicated special attention 
during their preparations for independent participation in the electricity market. 

Aiming to simplify the procedures and avoiding vagueness, the Energy 
Regulatory on 17 February 2014 adopted new electricity market rules. 
Immediately after the adoption of these rules, over 20 forms, solutions or 
decisions which were crucial for the functioning of the electricity market were 
adopted and approved. 

The second phase of the liberalization of the electricity market passed 
without any serious problems. All smaller problems that appeared, and were 
previously of technical character (problems with meters, unsettled property-
legal relations in terms of the connection of several consumers etc), were 
successfully removed. 

In accordance to the previously determined deadlines with the Action 
plan, except for several public enterprises, all other consumers concluded 
agreements with the electricity suppliers. For these reasons, the Energy 
Regulatory Commission, with a special decision obliged EVN Makedonija 
AD Skopje and AD ELEM Skopje, as a last resort, to supply these public 
enterprises with electricity. When reaching this decision, the Energy Regulatory 
Commission mainly had in mind the activities of public interest that these 
enterprises perform, such as: water supply, collecting waste, railway traffic, 
air traffic control, postal and broadcasting activity. 

All companies, with the exception of one, which in that moment possessed 
permits for supplying electricity, concluded agreements with the consumers 
which represents an excellent precondition for functioning on a competitive 
electricity market. 

In this phase, 5 balance groups were formed: 4 suppliers undertook the 
balance responsibility for their consumers, one of which undertook balance 
responsibility for supplier too. In addition, one consumer undertook the balance 
responsibility and registered as a balance group with only one participant. 
New balance groups are expected to be formed, aiming to reduce the expenses 
for the derogations, but this will depend on the suppliers.
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With the completion of the second phase, the percentage of the real 
liberalization of the electricity market totals approximately 45 percent, also 
bearing in mind the losses of the electricity that the network operators supply 
on the open electricity market. Considering the recent experience, it could 
be established that the second phase of liberalization was successful and the 
most important part is that the total costs for electricity of companies was 
reduced, as they secure their needs on the free electricity market. 

The basic reason for the reduction of the costs for electricity of these 
consumers is the implementation of the Tariff systems for the transmission 
and distribution of electricity, adopted by the Energy Regulatory Commission 
in July 2013, which hampers the cross subsidies of expenses for use of 
the networks between the different categories of consumers, namely each 
consumer will pay on the basis of realistic expenses for use of the relevant 
network. 

The last phase of the liberalization of the electricity market is envisaged 
to end on 1 January 2015, when the small consumers and households will 
be able to supply their electricity needs on the free electricity market. The 
Energy Regulatory Commission set all the necessary prerequisites aiming 
to prepare the electricity suppliers for this phase, and these consumers for 
independent appearance on the electricity market. With the completion of the 
second phase of liberalization of the electricity market, the current situation 
on the electricity market in terms of the quantities of electricity supplied on 
the open market is as follows: 

Consumption/Losses (kWh) 2012 2013
1 Eligible consumers connected to transmission 1,738,813,763 1,753,280,643
2 Eligible consumers connected to distribution 630,348,806 634,546,480
3 Total number of consumers 2,369,162.569 2,387,827,123
4 Losses in the transmission network 186,785,344 159,213,183
5 Losses in the distributive network 1,107,271,259 990,310,017
6 Total losses 1,294,056,603 1,149,523,200
7 Total 3,663,219,172 3,537,350,323
8 Total consumption with losses 8,513,651,090 8,138,812,206
9 Percent of liberalization 43.03% 43.46%
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Liberalization of the natural Gas Market

The liberalization of the natural gas market in the Republic of Macedonia, 
from a formal aspect, is a completed process. Unlike the electricity market, 
the structures that function on this market are far from few. There are many 
licensed companies for performing energy activities and supplying natural 
gas but the activity is only actively performed by two companies. 

The system for transmission of natural gas which was built in 1996, with 
a maximum capacity of 800,000,000 nm3 per year, at the moment, is used 
with only 20 percent of the installed capacity. This low utilization is due to 
the non-existence of the systems for distribution of natural gas, except for 
two smaller distribution systems connected to the system for transmission 
of natural gas. 

An isolated distributive system also functions as part of the natural 
gas market in the Republic of Macedonia, which is not connected to the 
system for transmission of natural gas and which provides its consumers with 
compressed natural gas. 

With the elaboration of the national project for gasification of the 
Republic of Macedonia, as well as the feasibility study for natural gas 
distribution network development in the Republic of Macedonia, which 
resulted with the publishing of the call for granting an agreement for public 
private partnership for construction of distribution system for natural 
gas on the territory of the city of Skopje, intensifying of the natural gas 
market development in the Republic of Macedonia is soon expected. The 
connection to the gas pipeline of global significance – “South Stream”, 
is of exceptional importance for the Republic of Macedonia because it 
will secure access to greater quantity of natural gas for the needs of the 
consumers on the entire territory of the country and greater stability in 
the supply of energy. 

The introduction of the competition in the supply of natural gas, except 
for securing safety in the supply, will contribute to the reduction of the existing 
tariffs and prices, which are higher compared to the ones in the region. The 
increased consumption of natural gas will have a positive influence on the 
overall economy and the entire energy sector, especially in the sectors of 
electrical and heating energy. 
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Future Steps

The liberalization of the energy markets does not entail complete deregulation 
of the energy sector.

In this sense, the role of the Energy Regulatory Commission, in condition 
of fully liberalized energy markets, will be directed at watching the functioning 
of these markets, and determining the tariffs for transmission and distribution, 
which remain regulated activities. The regulation of the energy sector remains 
the key link in realizing the strategic goals in the field of energy in the 
Republic of Macedonia. 
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Abstract

In the paper, the relationship of two Macedonian Strategies, the Strategy 
for Energy Development in the Republic of Macedonia until 2030 and the 
Strategy on Use of Renewable Energy Sources in the Republic of Macedonia 
by 2020, with the Regional Energy Community Strategy is analyzed, as well 
as the opportunities and challenges for Macedonia to achieve the main goals 
underlined in the proposed Regional Strategy. Brief overviews of the Energy 
Community Strategy and the two Macedonian Strategies are presented. 
Macedonian energy infrastructure and particularly electricity and natural 
gas systems are analyzed. Possibilities for meeting the electricity needs in the 
period until 2030 and to achieve the 2020 renewable energy sources target 
are considered. On the bases of the comparative analysis it is concluded that 
the Strategy for Energy Development in the Republic of Macedonia is in 
compliance with the Regional Energy Community Strategy until 2020.
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1. Introduction

The Republic of Macedonia signed and ratified the Agreement for establishing 
the Energy Community. According to the Energy Community Treaty the 
Republic of Macedonia harmonizes its national legislation with the existing 
legislation of the European Union (acquis communautaire) on energy, 
environment, competition, renewable energy sources, energy efficiency and 
oil reserves.

The objective of the Energy Community is to establish cooperation 
among the members and to create a stable regulatory and market framework, 
conducive to investment in the transit and transmission infrastructure for 
gas and electricity and in electricity production capacities, so that all parties 
can have access to stable and uninterrupted gas and electricity supply. The 
provision of a unique regulatory framework in Southeastern Europe creates 
possibilities for interconnection with the Caspian, North African and Middle 
Eastern natural gas reserves and for the exploitation of the domestic reserves of 
natural gas, coal and hydropower potential. Another objective of the Energy 
Community is the development of competition and liquidity on these markets 
and utilization of the economies of scale. The Energy Community Treaty 
devotes a special section to Environmental protection and promotion with 
reference to gas and electricity, through improvement of the energy efficiency 
and the renewable energy sources.

In order to create a competitive integrated regional energy market the 
Energy Community Secretariat has prepared a Regional Energy Community 
Strategy for the period until 2021 [1]. The Strategy aims at identifying 
common tools which shall ensure that the Contracting Parties can achieve 
the goals set by the Treaty establishing the Energy Community and develop a 
competitive, secure and sustainable regionally integrated energy market. The 
Strategy provides a general regional framework in which national strategies 
can be further developed to reflect specific circumstances and priorities.

The Government of the Republic of Macedonia in 2010 adopted a Strategy 
for Energy Development in the Republic of Macedonia until 2030 and a 
Strategy on Use of Renewable Energy Sources in the Republic of Macedonia 
by 2020, prepared by the Macedonian Academy of Sciences and Arts [2], 
[3]. The Strategy for Energy Development in the Republic of Macedonia 
addresses the energy, economic, organizational, institutional, legislative and 
educational dimensions of the energy sector development in the areas of 
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energy production, transmission and utilization with a view of providing a 
reliable and good quality energy supply to the consumers. In order to achieve 
energy security, Macedonia should intensify its efforts towards: improving 
energy efficiency in production, transmission and consumption of energy, 
particularly electricity, and diversification of the energy mix. This requires 
maximizing the possible use of renewable energy sources. From this reason, 
in preparation to transpose and implement the EU legislation on renewable 
energy sources into the national legislation, the main objective of the Strategy 
on use of renewable energy sources in the Republic of Macedonia by 2020 is 
to provide information on the potential and possible exploitation of renewable 
energy sources in the Republic of Macedonia.

In the paper, the relation between the two Macedonian Strategies 
and the Regional Energy Community Strategy is analyzed, as well as the 
possibilities and challenges Macedonia to achieve the main goals underlined 
in the proposed Regional Strategy.

2. Brief overview of the Energy Community Strategy

With regard to the Energy Community (EC) Strategy, the following strategic 
measures for implementing a common policy on electricity and natural gas 
markets can be emphasized.

Harmonization of the national legislations with the legislation of the 
EU implies that the Energy Community Contracting Parties contributing to 
global warming will have more ambitious goals for CO2 reduction. The Parties 
which are not yet Annex I parties under the UN Framework Convention on 
Climate Changes will strive to change their status by 2013 and share the EU 
targets in the Kyoto follow-up agreement. It also foresees the establishment 
of a regional market for CO2 emissions.

The necessary actions for increasing the energy efficiency are analyzed in 
the EC Strategy, as one of the most cost effective ways for reducing greenhouse 
gases and other pollutants emissions, as well as for energy import reducing 
and thus for enhancing security of supply.

The promotion of renewable energy is one of the core areas of the Strategy. 
To follow the European Union policy on renewable energy, introduction of 
the 2020 renewable energy binding targets for the Contracting Parties in 
line with the approach applied for the European Member States is envisaged.
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Coal and lignite, as indigenous fuels, widespread in the region, have a 
high share (32%) in the primary energy supply of the Energy Community. 
They are mostly used for electricity generation in low-efficient power plants. 
Having in mind the commitment of implementing the Large Combustion 
Plants Directive [4], as well as the objective to reduce carbon emissions, the 
rehabilitation or replacement of the existing old coal and lignite fired plants is 
recommended in the EC Strategy. It is also recommended the decommissioned 
coal and lignite power plants to be replaced, with priority, with new natural 
gas fired power plants. The natural gas is considered as part of a sustainable 
energy mix solution for meeting the short term environmental objectives. 
The role of the natural gas is expected to increase in the context of increased 
production of electricity from renewable sources, and therefore, the higher 
need for balancing of this intermittent energy.

In the Strategy, development of a regional system of natural gas, with the 
possibility of supply by different sources and directions, with regional storages 
and well developed trans-border and national transmission infrastructure is 
considered.

3.  Strategy for Energy Development in 
the Republic of Macedonia

3.1. Energy Infrastructure in Macedonia

Macedonia with the import of more than 40% of the primary energy consumption 
belongs to the group of countries which are dependent on energy imports. It 
imports its total demand for oil and petroleum products, natural gas, high-
quality coals and about 15% of its electricity consumption. The only existing 
domestic energy resources are lignite, hydropower and biomass, as well as, to 
a smaller extent, geothermal, solar and wind energy.

The final energy consumption per capita in Macedonia is three times 
lower than the average consumption in the European countries members of 
the OECD and 35% less than the average of the European countries that are 
not members of the OECD.

As a result of the exceptionally low gross domestic product (GDP) per 
capita, Macedonia belongs to the group of countries with high primary and 
final energy consumption per unit of the GDP, in spite of the low energy 
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Figure 1. Energy indicators for the Energy Community Parties  
and the other Balkan countries [5]
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consumption per capita. The total primary energy supply (TPES) per unit 
of the GDP is about 3.7 times greater than the average in the developed 
European countries. When calculating the GDP using purchasing power 
parity (GDP (PPP)) the situation is more favorable, but still not good 
enough. Macedonia has about 40% higher primary energy consumption 
per unit of the GDP, according to the purchasing power party, than the 
average in the developed European countries. However, between the Energy 
Community Contracting Parties and including the other Balkan countries, 
the Republic of Macedonia is somewhere on the average, concerning these 
indicators (Fig.1).

The general characteristics of the energy infrastructure in Macedonia are: 
obsolete technologies and lack of investments for maintenance, modernization 
and expansion of the existing capacities, as well as construction of new 
capacities for a long period, excluding the last few years when there have 
been a lot of activities in the rehabilitation of the existing and in the building 
of new capacities; high electricity losses in distribution (both technical and 
commercial); low energy efficiency; and unfavorable structure of the energy 
mix from environmental, economic and security of supply aspects.
 In consequence to the above mentioned situations of the Macedonian 
energy sector, the following priorities have been taken into account in the 
Strategy for the realization of the three core sustainability objectives (accessibility 
to modern energy, affordable energy for all; availability in terms of continuity 
of supply and quality and reliability of service; and acceptability in terms of 
social and environmental goals):

– improvement of the energy efficiency by revitalization and modernization 
of the existing and by construction of new, modern infrastructures for 
the purposes of energy production, transmission and utilization,

– utilization of domestic resources (reserves of lignite, hydropower 
potential, wind and solar energy) for electricity production,

– increase of natural gas utilization,

– increase of the utilization of renewable energy sources,

– establishment of market energy prices and adoption of a program for 
supporting the social category of consumers,

– integrating the energy sector of the Republic of Macedonia in the regional 
and European market of electricity and natural gas by constructing new 
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connections (transmission lines) and by harmonizing the legislation 
with the EU acquis communitaire for energy, environment, competition 
and renewable energy sources.

 Some of the underlined goals have been under realization in the meantime. 
Two gas fired combined heat and power plants, few small photovoltaic systems 
and few small hydro power plants have already been constructed, two new 
lignite mines are in the phase of opening, revitalization and modernization of 
the existing thermo power plants, gasification of some towns and development 
of Macedonian gas transmission network are in progress, 30 MW wind power 
plant is planned for the next few years and so on. 

3.2. Macedonian Electric Power System

The Electric Power System (EPS) of Macedonia is operated by four entities, 
namely: AD ELEM – Skopje (Macedonian Power Plants), state owned, 
shareholding company for production and supply of electricity, includes 820 
MW lignite thermal power plants and 530 MW hydro power plants, AD 
MEPSO – Skopje, (Macedonian Electricity Transmission System Operator), 
state owned, operator of the electricity transmission system of Macedonia 
– shareholding company for transmission of electricity and management 
with the electric and power system of Macedonia, the distribution company 
EVN Macedonia AD (EVN Macedonia AD also owns 11 small hydropower 
plants with 25 production units with a total power of 45 MW) and AD “TPP 
Negotino”, 210 MW heavy fuel oil power plant, state owned shareholding 
company for production of electricity.

In the recent period, at average hydrology, 80% of the electricity has been 
produced by the lignite thermal power plants and 20% by the hydro power 
plants. The fuel oil power plant serves as a cold reserve.

The electric power system of Macedonia comprises:

– hydro power plants, with total installed capacity of 580 MW;

– Thermal power plants fueled by lignite with total installed 
capacity of 820 MW and one heavy fuel oil fired plant with 
installed power of 210 MW;
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– Electricity transmission system, power lines with voltage level 
of 400 kV (594 km), 220 kV (103 km) and 110 kV (1480 
km). Macedonia is connected to the transmission networks of 
Greece, Bulgaria and Kosovo through 400 kV power lines, and

– Electricity distribution system. The distribution network of 
the Republic of Macedonia comprises 150 km of distribution 
network at a voltage level of 110 kV, 1000 km at 35 kV, 720 
km at 20 kV, 8900 km at 10 kV and 11600 km at 0.4 kV.

Possibilities for Meeting the Electricity Needs  
in the Period Until 2030

In order to secure the necessary electricity in the analyzed period, two 
possible options for construction of new production plants are considered in 
the Macedonian Energy Strategy. The first option foresees three new lignite 
thermal power plants with power of 300 MW each, while the second option 
foresees construction of nuclear power plant with power of 1000 MW. In 
both scenarios it is planned to build large hydro power plants (960 MW), 
natural gas combined heat and power plants (564 MW), small hydro power 
plants (160 MW), wind power plants (180 MW), solar photovoltaic power 
installations (20 MW), waste biomass combined heat and power plants (10 
MW) and biogas plants (10 MW).

Taking into account that after 2025 the existing surface coal mines will 
be in the final exploitation phase, and that the existing lignite-fired thermal 
power plants are about to enter their final period of their life cycle of around 
40 years, three new lignite thermal power plants with new pit exploitation 
mines are proposed in the Strategy as the first option. Concerning the estimated 
cost of electricity, the nuclear option would have advantage in relation to the 
lignite-fired thermal power plants option if the carbon prices reached 20 €/
ton CO2 or higher values (Fig. 2).
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Figure 2. Estimated Costs of Electricity Generation with Carbon Cost1

The nuclear option would provide greater diversity as well as reliability 
in the supply of electricity. Around 40% of the electricity could be produced 
from a nuclear power plant, 23% from the renewable energy sources, 22% 
from the combined power plants running on natural gas and 15% from the 
lignite thermal power plants.

The expected electricity generation costs, as well as the other comparative 
values of the two strategic options are very important, but the main decision 
factor will depend on the public opinion, especially after the Fukushima 
power station case.

Our newest analysis conducted in accordance with the IAEA 
recommendations for entering into nuclear program, applied to the Macedonian 
conditions and in view of the expected new safety requirements after the 
Fukushima case, shows that Macedonia cannot commission a nuclear power 
plant before 2030.

1 Estimated at 7% discount rate, EU market price of the natural gas, average prices of planned big 
hydro power plants, expected price of lignite from pit exploration mines and the price of nuclear 
power plants in 2008.



- 50 -

– Gligor KaNevche –

Electricity Transmission System

With the new interconnections with Greece and Bulgaria with 400 kV power 
lines, Macedonia improved its interconnectivity in the regional electric power 
system (Fig. 3).

Figure 3. Existing structures of the transmission 
system of Macedonia

 In order to achieve full integration in the regional system, a new connection 
with Serbia will be realized in the near future and the feasibility of two more 
connections, to Albania and to Kosovo, is analyzed.
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3.3. natural Gas Sector

Macedonia is connected only to one main gas pipeline. The entire quantity 
of natural gas is imported from Russia through the international corridor 
8 that passes through Ukraine, Moldavia, Romania and Bulgaria. The main 
gas pipeline enters Macedonia at the border with Bulgaria and runs to 
Skopje with a length of 98 km. The main gas pipeline has a capacity of 800 
million Nm3 per year with a possibility to increase to 1200 million Nm3 
per year after the construction of a compression station at the beginning of 
the main gas pipeline. This would certainly mean additional costs for the 
transport of gas.

In addition to the main gas pipeline there are six distribution branches 
with a total length of 25 km. In this stage of development of the gasification 
of the Republic of Macedonia, parts of city distribution networks have been 
constructed in few cities.
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Figure 4. Retail (end-user) energy prices for households (2011)

The gas pipeline, in the past 11 years, was used less than 15% of its 
capacity, due to the reason that the regulated price of the electricity has been 
very low (Fig. 4) and the import price of the natural gas is very high (about 
70% higher than on the EU market). The two already constructed gas fired 
combined heat and power plants, CHP Skopje AD (234 MW) and CHP 
KOGEL (30MW) do not run yet because the produced electricity is not 
competitive on the market. Therefore, in order for Macedonia to meet the 
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current and future needs for natural gas at competitive prices, it is necessary 
to develop a regional system of natural gas, with the possibility of supply by 
different sources and directions, with regional storages and well developed 
trans-border and national transmission infrastructure.

3.4. Renewable Energy Sources

Currently, Renewable Energy Sources (RES) supply more than 10% of the total 
Macedonian primary energy consumption. Regarding the renewable energy 
mix, the biomass (mostly wood as a heating fuel in the residential sector), 
with a share of around 60% and the hydro energy, with a share of more than 
36% under average hydrology, have a prominent place. They are followed by 
the geothermal energy (mainly for heating the greenhouses) with a share of 
4% and to some extent the solar energy (for hot water in the households and 
for electricity generation), (0.3%) and the biofuels, (0.2%).

In 2005, the share of 13.8% for renewable energy sources in the gross 
final energy consumption placed Macedonia among countries with relatively 
high use of renewable energy sources. By implementing the new renewables 
directive methodology [6], the calculated 2020 target for Macedonia is 21% 
[3, 7]. This 2020 RES target corresponds to the obligation of Macedonia, as 
the Contracting Party to the Energy Community Treaty, of implementing 
the new EU Renewable Energy Directive. 

In order to meet this 2020 RES target, four scenarios have been considered 
in the Macedonian RES Strategy [3]. The conducted analyses show that 
Macedonia can realistically achieve RES share of 21% by 2020 and improve 
the renewable energy mix as well. The scenario S3 (Fig. 5), based on the final 
energy consumption with stronger energy efficiency measures is considered 
the target option.

To achieve the 2020 renewable energy sources target, the Republic of 
Macedonia accepted the system on stimulating electricity generation from 
renewable sources by means of feed-in tariffs and issuance of guarantees 
of origin for the generated electricity. In addition, the Government of the 
Republic of Macedonia provided direct budget subsidies aimed to stimulate 
installation of solar collectors for hot water. But, the most important is the 
construction of the planed large hydro power plants.
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Figure 5. Comparison of the Macedonian 2009 RES consumption  
and the 2020 S3 scenario

4. Conclusions

The Strategy for Energy Development in the Republic of Macedonia is in 
compliance with the Regional Energy Community Strategy until 2020.

Which of the options of the Macedonian Strategy will be realized in the 
period after 2020 will mostly depend on: the regional and national emission 
reduction targets; the CO2 prices at the regional and European emission trading 
markets; the introduction of carbon capture and storage projects at the Energy 
Community level at competitive prices; the development of a regional natural 
gas system of supply, storage and transmission; the EU and the EC policy in 
the field of nuclear energy; the RES targets for 2030.
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Climate change, environmental challenges and an increasingly volatile oil 
market are spurring international movement away from petroleum-based 
economies, and investment in renewable fuels and energy sources is on the 
rise. Part of the solution can be found in biological resources, produced in a 
sustainable and renewable manner, which can provide energy, food security 
and important economic goods. The bioeconomy – production of materials, 
chemicals, fuels and energy from biomass resources – offers an opportunity to 
revitalize and extend a number of sectors including agriculture, forestry, fisheries 
and aquaculture (European Commission 2013a). In addition to providing 
nations with a stronger and more diverse economy, the bioeconomy has the 
potential to deliver significant amounts of renewable energy which could 
reduce demand for petroleum products and thus reduce the environmental 
impacts associated with fossil energy (European Commission 2013b). 

In the past decade, bioenergy and biofuels have become an important 
sector in the global bioeconomy. Feedstocks including agricultural crops 
(sugarcane, corn, and various oilseeds) as well as agricultural and woody residues 
can be converted to liquid fuels and energy through a variety of mechanisms. 
The primary pathways for biofuel and bioenergy production worldwide are 
described in the following sections.
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Biofuel Production

Ethanol

Ethanol is the most common biofuel currently in use. Currently, ethanol is 
produced from sugars found in a variety of crops including sugarcane, sugar 
beet, corn, and wheat. Sugars from sugarcane or sugar beet are the easiest to 
process, requiring only fermentation and distillation, while sugars found in 
starch from corn or wheat can be accessed through a commercial hydrolysis 
process and fermented to fuel (Sims et al. 2011; RFA 2014). Ethanol can 
be blended with gasoline and used to fuel internal combustion engines. The 
process of distilling grains to form ethanol is not a new process; however, 
new technologies and pathways have allowed for the process to become more 
efficient (RFA 2014). Ethanol can also be produced using the sugars found in 
cellulose, the structural component of wood. Enzymatic hydrolysis processes 
that can liberate these sugars from biomass are moving towards commercial 
viability (Sims et al. 2010). Cellulosic ethanol tends to be associated with 
significantly lower emissions than conventional, food-based alternatives 
(Wang et al. 2012), and a large-scale commercial cellulosic ethanol plant is 
now being operated by Chemtex in Italy, with several more industrial-sized 
facilities scheduled to open around the world in 2014.

Fuel ethanol production has multiplied over the past decade. In 2002, 
global fuel ethanol production was estimated to be 18.5 billion litres; by 
2012, it had risen to 86.1 billion litres (Earth Policy Institute 2013). This 
huge jump in production is largely due to new policies requiring the use 
of renewable energy and biofuels in nations around the world. Perhaps the 
most common policy tool is mandated renewable fuel standards, which allow 
governments to set blend requirements for fuels sold to consumers. Renewable 
fuel standards are implemented in different ways; for example, Canadian 
legislation requires 5 % ethanol in gasoline and 2% biodiesel in diesel, while 
the European Union has set a directive requiring 5.75% renewable fuels 
across the transportation sector rising to 10% by 2020, although no targets 
have been set beyond that date (Biomass Magazine 2014). The USA has a 
renewable fuel standard which sets overall production targets, requiring 136 
billion litres of renewable fuels by 2020 (EPA 2014); Global Renewable Fuels 
Alliance 2014). Other policies, often used in conjunction with mandates, 
are production or consumer incentives, which in the past have often taken 
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the form of tax exemptions on renewable fuel content (Mabee 2007). At 
the current time, incentives for ethanol production are being phased out 
in a number of major economies, including the United States, where major 
production incentives ended in December 2011 (Yacobucci 2012).

Despite the loss of incentives, the United States remains the world’s largest 
producer of ethanol. In 2012, production was measured at 52.6 billion litres of 
ethanol (Renewable Fuels Association 2014). US ethanol production remains 
vastly greater than all other ethanol producing regions, with the European 
Union producing 4.2 billion litres of ethanol and Canada producing 1.8 
million litres. The US also remains the largest exporter of bioethanol, with fuel 
often imported into Europe. US biofuels have historically remained relatively 
inexpensive to European markets due to American blending subsidies (European 
Commission 2013b). In wake of low prices of US ethanol, the European Union 
placed an anti-dumping duty of €62.3 per tonne of US bioethanol to boost 
consumption and production of European domestic ethanol (Reuters 2013). 

While the Republic of Macedonia does not currently produce bioethanol, 
there remains large potential to join the global ethanol market. Agriculture is 
one of Macedonia’s most important economic sectors, contributing to almost 
9% of the GDP in 2009 (European Environment Agency 2011). While only 
1% of land cover is permanent crops, approximately 16% of the country is 
considered arable land; additional land may allow for future growth in the 
agricultural sector (CIA 2013). The Republic of Macedonia is also planning 
to enhance its agricultural sector through diversifying agricultural products 
and improving rural development while providing 670 million euros in 
subsidies until the year 2015 (Republic of Macedonia 2014). Crops grown for 
ethanol production may allow for the country to diversify energy production 
and improve energy security, both of which are outlined as priorities by the 
central government’s Strategy for Sustainable Development in the Republic 
of Macedonia 2010 (European Environment Agency 2011). 

Biodiesel

Biodiesel is the second most common biofuel used today, made through the 
trans-esterification of triglycerides found in vegetable oils, recycled oils and 
tallow (Biox 2014). Oilseeds have been most commonly used for biodiesel 
production, including rapeseed, sunflower, soybean and oil palm (CRFA 2014). 
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Like ethanol, biodiesel is renewable when sourced from sustainably managed 
feedstocks, and produces significantly lower emissions in comparison to fossil 
fuels. Further research is being put into biodiesel technologies to allow for 
greater efficiency and lower emissions. 

Biodiesel production and consumption have experienced major growth 
over the past decade. While global ethanol production remains much larger 
than biodiesel production, global biodiesel production was measured at 17.4 
billion litres in 2011 - a 17-fold increase over 2001 production levels. As 
with ethanol, mandates have spurred the integration of biodiesel into the 
preexisting transport sector, increasing production and consumption. In 
Canada, biodiesel must be blended to 2% of transport diesel, while the USA 
and EU consider biodiesel one of the options for meeting overall production 
targets (Global Renewable Fuels Alliance 2014) (Table 1). Biodiesel production 
is also supported through subsidies, tariffs and direct funding.

Recent analysis of the global biodiesel market places Europe as the highest 
producer, with over 7.6 billion litres produced in 2011. The European Union 
is also a large importer of biodiesel, with high import quantities from the US 
as well as South America (European Commission 2013b). Although Canada 
has an established biodiesel sector, it remains relatively small in comparison 
to major global producers. Similar to ethanol imports, the European Union 
has recently placed an anti dumping duty on biodiesel imports to promote 
the use of European biodiesels and decrease the prevalence of US biofuels in 
the European market (European Biomass Association 2013).

The Republic of Macedonia has also recently begun producing biodiesel. 
Macedonian production has more than quadrupled between 2008 and 2011, 
with 2011 production measuring at over 1.9 million litres. Much of this volume 
is exported (US Energy Information Administration 2013).

consumption of Biofuels

A useful way to consider biofuel production is to look at relative per capita 
consumption rates. Ethanol consumption in the USA is highest in the world 
on this basis, at about 150 litres per capita per year. By comparison, ethanol 
use in the European Union is less than 10 litres per person per year. Biodiesel 
consumption is highest in Europe at 14 litres per person per year, followed 
by the United States and Canada. Macedonia currently consumes less than 
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3 litres per person per year, which suggests that significant growth is possible 
(Figure 1). As signfiicant amounts of arable land are currently not under 
cultivation, it is reasonable to assume that suitable oilseed or starch crops 
might be found to bolster biofuel production within the country. It has been 
noted that increasing the production of biodiesel and other biofuels in the 
Republic of Macedonia would be beneficial to the Macedonian economy, as 
well as improving relations and trade with the European Union, which may 
in turn promote better integration into the Union (Toromani et al. 2013). 
Increasing production of biodiesel will also help obtain the government’s goal 
of diversifying energy sources and improving energy security (Government of 
the Republic of Macedonia 2014). 
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Figure 1. Per capita consumption of ethanol 
and biodiesel for select jurisdictions

Bioenergy and Wood Pellets

Bioenergy is a term usually used to describe thermal and electrical energy 
derived from biological materials. As with biofuels, a wide range of biomass 
can be used for bioenergy production; most commonly wood or agricultural 
biomass is used, but recycled oils, municipal wastes and other organic matter 
may also be used. Energy from wood pellets has become one of the most 
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important bioenergy sourcescurrently in use. Wood pellets are compressed, 
energy dense fuels created mostly from sawdust, as well as sawmill and wood 
manufacture residues. Wood pellets are suitable for use in coal-fired generators, 
but can also be used in small home stoves. If sourced from sustainably-managed 
forests, wood pellets are a renewable energy source.

Global wood pellet production topped over 18.5 million tonnes in 2012 
(FAO 2013). Europe is currently the largest producer and consumer of wood 
pellets, with production over 12 million tonnes in 2012. This figure has more 
than tripled from 2006 production levels of 3.52 million tonnes (European 
Biomass Association 2013). The European Union is a net importer of wood 
pellets, much of it coming from North America – this amount is continually 
increasing as the US wood pellet industry continues to expand, with 2012 
production at over 4 million tonnes. Canadian production remains small in 
comparison to both the US and the European Union, with 2012 production 
at 1.7 million tonnes (FAO 2013). Canada exports the majority of its pellet 
production, most of which is directed to Europe. 

While the Republic of Macedonia’s wood pellet industry is not fully 
developed, the capacity exists to expand the wood pellet industry. Macedonia 
has a total forest area of almost 950,000 hectareswith an approximate annual 
harvest of 550,000 m3 of timber (FAO 2014). This level of harvest would 
generate significant amounts of harvest and processing residues, which can 
provide feedstock for pellet production (Toromani et al. 2013). The current 
Macedonian market is very small and would require institutional support, 
as well as a thoroughly examined execution plan to ensure economic and 
environmental sustainability. If further developed, wood pellet production may 
have positive impacts for national and rural economies, and can strengthen ties 
to the European Union, as Europe is currently the largest importer of wood 
pellets (Toromani et al. 2013). A wood pellet production strategy could also 
support a shift away from coal-fired electricity generation, which is currently 
the largest source of power in Macedonia, and increase the amount of renewable 
power in the local energy mix (IEA Statistics 2014).

The global Bioeconomy

Biofuels and bioenergy production are strong contributors to the global 
bioeconomy. Biomass currently makes up 8.4% of Europe’s total energy 
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supply (AEBIOM 2013). The bioenergy sector not only improves economic 
output through exports and goods, but also provides both direct and indirect 
employment. In Europe, biofuels provided over 100,000 jobs in 2011, and 
supported a number of other jobs through indirect employment (AEBIOM 
2013); estimates place direct and indirect employment in the USA at over 
400,000 jobs in 2011 (Department of Energy 2013). Furthermore, the use 
of biofuels in the place of fossil fuels can aid in reducing carbon emissions. 
Emission reductions from the use of biofuels are estimated at between 35% 
and 99%, depending on the biofuel, feedstock and method of production 
(IEA 2012). While biofuels can reduce emissions, there has been recent 
public scrutiny on the emissions related to land use change in the growth of 
biofuel feedstocks, which highlights the importance of thorough planning 
prior to increasing the biofuel sector (IEA 2012). A shift away from fossil 
fuels can also reduce the threat of economic crises due to oil shortages or 
international conflict. If sourced sustainability, bioenergy can improve 
energy security in renewable manner, ultimately making positive global 
economic and environmental impacts while contributing strongly to the 
local economy.

Increasing the production biofuels and expanding the use of bioenergy 
would allow the Republic of Macedonia to begin building a true bioeconomy. 
Macedonia could support a small bioenergy industry due to its expanse 
of forests, and its available arable land could support additional crops for 
biofuel production (Toromani et al. 2013). While biodiesel production 
already exists in the country, further expansion of the wood pellet industry, 
as well as planning on ethanol production may be economically beneficial. 
Increasing the energy sector may allow for new revenue streams to be created, 
and developing the bioeconomy may lead to increased employment within 
the Macedonian economy. 

Developing the bioeconomy would help meet a number of Macedonia’s 
strategic goals. The Strategy for Sustainable Development in the Republic of 
Macedonia, released in 2010, outlines specific areas including climate change, 
sustainable transport, improved economic performance and sustainable use 
of natural resource as the main priorities for the country – all of which are 
supported by a strong bioeconomy (European Environment Agency 2011). 
Wood pellet production could aid in revitalizing the forestry sector, outlined 
as a priority in the National Strategy for Sustainable Development of Forestry 
(European Environmental Agency 2011). 
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Improving the bioeconomy of Macedonia may also be beneficial for 
improved integration into European and global markets. Strengthening 
trading ties with member countries of the European Union may improve 
relations between Macedonia and the EU. Furthermore, by adopting biofuels 
and bioenergy, the Republic of Macedonia will be better able to meet targets 
already set by the European Commission. Thus, developing biofuels and 
bioenergy could prepare for integration into the present energy schemes of 
the European Union. 

Finally, the bioeconomy offers potential benefit far beyond the production 
of fuels and energy. New high-value chemical and material products from 
biomass have the potential to become major economic drivers. The bioeconomy 
is already estimated to contribute more than €2 trillion annually to Europe’s 
economy, employing over 21.5 million people, and these figures can only be 
expected to grow in the future (BECOTEPS 2011). Developing fuels and 
energy infrastructure will help develop supply chains and prepare the country 
to take part in a global bioeconomy. 

Of course, there are high costs associated with the creation of a Macedonian 
bioenergy industry; well-planned execution strategy will be necessary to ensure 
economic and environmental sustainability of the emerging bioeconomy. Yet, 
bioenergy is becoming an increasingly important aspect of global energy schemes; 
Europe and North America have increasing shares of biofuel production, 
while national policies are calling for the use of biofuels as means for greater 
energy security and lower greenhouse gas emissions. The global bioeconomy is 
no doubt expanding, which can be attributed in part to a growing bioenergy 
market. While currently still underdeveloped, the bioeconomy of Macedonia 
has a role to play within this growing sector. 
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Croatia – An Energy Hub 
in South East Europe

ivan vrDolJaK

The energy sector is a strategic sector in the Republic of Croatia, due to 
its importance for the development of all other sectors and the overall 
development of the country. Therefore, strong and efficient energy sector 
represents one of the main topics for the Government of the Republic of 
Croatia, and consequently for the Ministry of Economy as a line ministry 
in charge of energy sector.

Having in mind the challenges of today’s world and the necessity to 
guarantee secure, competitive and sustainable energy for the industry and 
its citizens, Croatia´s Government has initiated several activities aiming 
at development of the energy sector in order to make it prepared for the 
challenges of the new era when the prices of energy are expected to rise, the 
supply of energy is facing problems due to political instabilities of exporting 
or transiting countries and protection of environment is one of the primary 
concerns of ordinary people as well as of politicians. 

As an EU member state, Croatia has fully implemented the third energy 
package and adopted the EU market principles. The Contracting Parties 

620.9:339.9(497.5)
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of the Energy Community are also in process of adopting the third energy 
package and that will represent an important base for development of common 
infrastructural projects in energy sector like IAP.

After many years of standstill, the exploration has begun and the conditions 
for larger investments in exploration and exploitation of hydrocarbons have 
been created. This was enabled with development of the legal framework 
protecting national interests in the energy sector. With regard to oil and gas 
exploration and exploitation, everything was done from the legal perspective 
in order to stimulate activities to turn Croatia from an importer to an exporter 
of energy sources. Ongoing exploration of oil and gas create a possibility 
for Croatian citizens and the economy to have as cheapest energy sources 
as possible. It is of extreme importance for the Ministry of the Economy to 
ensure stable, sustainable and long-term development of the country as well 
as a safe energy supply to the households and the economy, thus attracting 
billions of Croatian kuna of foreign investments.

Croatia´s energy sector is well integrated into the common European 
energy area but also forms part of the regional energy space. Accordingly, 
Croatia has interest in closer cooperation in the energy sector with its 
neighbours whether they are EU member countries or Contracting Parties 
of the Energy Community. 

Determined to exploit its comparative advantages and favourable 
geographical position Croatia is developing some infrastructural projects 
of regional importance like upgrading of existing and construction of new 
gas and oil pipelines, construction of a LNG terminal, onshore and offshore 
exploration and exploitation of hydrocarbons and improving the potential 
of national power utility HEP d.d. All of the mentioned will improve the 
position of the Croatian energy sector and make Croatia a regional energy 
hub.

Croatia is situated on the route of the Southern Gas Corridor whose 
task is to transport gas from the Caspian basin to the European customers. 
One of the pipeline projects that form the Southern Gas Corridor is Ionian 
Adriatic Pipeline (IAP) that will connect the Croatian national gas system to 
the Trans–Adriatic Pipeline (TAP) in Albania. IAP is a regional project that 
will bring gas to Montenegro and Bosnia and Herzegovina as well.

LNG project on island Krk is another big infrastructural project that 
will bring stability of gas supply for South-East European countries. The 
selected location is best because of its proximity to the European markets and 



- 67 -

The energy as a Global issue – The role of energy in the international relations

because of the favourable maritime conditions for conditions for docking 
LNG carriers. The Croatian LNG terminal lays on the beginning of the 
North-South Gas Corridor in East Europe whose end is on the Baltic seas 
in Polish LNG terminal in Świnoujście. Even before a complex geopolitical 
situation which is present today, including the Russian-Ukrainian crisis, the 
feasibility study for LNG project indicated economic profitability, and now 
the significance of the project for Central and Eastern Europe is even greater. I 
must emphasise that the European Union included the LNG terminal project 
at the Island of Krk in the list of 248 key energy infrastructure projects for 
2014-2020 (Projects of Common Interest), and in Croatia, the LNG terminal 
project is in the procedure to be designated as a strategic investment project 
of the Republic of Croatia. Naturally, the reverse gas flow connection with 
Hungary will also be included in the construction of the LNG terminal. 
The company Plinacro included that to the list of its priorities and it will 
be realised as one of the strategic interests of the company.

Apart from gas infrastructure, Croatian oil pipeline system JANAF 
represents the alternative route for oil supply for landlocked countries like 
Hungary or Slovakia. The JANAF terminal on the island Krk is ideal location 
for development of the Adriatic Spot Market, which will bring stability of 
oil supply for the countries in the region.

The LNG terminal, IAP pipeline and modernization of JANAF pipeline 
are labelled as Projects of Community Interest (PCI) on the EU level, and at 
the same time they are Projects of Energy Community Interest on the level 
on Energy Community. Those projects will ensure the stability of energy 
supply and the lowest energy prices for citizens and industry, a precondition 
for development of industrial sector employment and a boost of economy.

In the energy sector, Croatia is an important part not only of the 
European Union, but also of the region and openly offers partnership and 
projects of common interest. Croatia also fully protects all the European 
market principles, develops quality strategic infrastructural facilities and 
opens great opportunities of cooperation and investments in propulsive 
energy sector. 
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RES & EE

Croatia´s goals for 2020 are on the same level as the one adopted by EU: 

•	 20% decrease in greenhouse gas emissions by 2020 in comparison to 
1990; 

•	 20% of renewable energy sources in gross final energy consumption 
in 2020;

•	 10% shall be a share of renewable energy sources in 2020 used in all 
types of transport;

•	 9% decrease of final energy consumption in a period by 2016 applying 
energy efficiency measures;

•	 20% decrease of overall energy consumption in comparison with basic 
projection in 2020.

To be able to achieve those goals Croatia has established a full functioning 
system based on the EU principles and the best practices in other European 
countries. 

The development of this part of energy sector is envisaged by encouraging 
development of specific segments of renewable energy sources, encouraging 
entrepreneurship especially in rural areas thus increasing employment.
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EFFECtIvE CoMPEtItIon 
In tHE FIELD oF EnERGEtICS

(The Perspective of the Republic of Serbia)

Sanja DaNKoviĆ StepaNoviĆ

Abstract

The subject of this paper is the application of the rules of competition in the 
markets of electricity, natural gas and petroleum that is petroleum derivatives, 
according to the rules of community competition law, in the institutional 
framework of the Energy Community and in the time horizon since 2005 
until this day, with the determination of the specific features of the relationship 
in the Balkan region, viewed from the experiential and regulatory perspective 
of the Republic of Serbia.

It was concluded that today’s issues of energy safety and competitiveness 
have emerged as the major issues in the field of energy cooperation in South 
East Europe, while the most serious threat to achieving effective competition 
in energy markets are restricted, more precisely cartel agreements. In this 
regard, two aspects of the cartel agreements in the field of energetics were 
particularly analyzed: the division of sources of the procurement of energy, as 
the most important form of a restrictive agreement, and leniency, as the most 
important instrument in the fight against the cartel agreements.

Key Words: Energetics market, effective competition, economic and allocative 
effectiveness, the division of sources of procurement, Leniency.
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1.  PRotECtIon oF CoMPEtItIon 
AnD EnERGy CoMMunIty

The existence of a competitive environment and providing all economic 
entities in selected markets with the same starting opportunities for success 
by applying fair rules of the game is considered to be a basic postulate of 
the market economy. On the other hand, there is the perception that the 
pursuance of increasing economic power and, consequently, market dominance, 
is natural or even desirable behavior, which cannot be prohibited as long as 
it is achieved by lawful means, because "freedom is the right to do anything 
that the law allows".1 Competition represents a specially arranged dynamic 
system in which economic operators, guided by their own initiative, perform 
in the market in order to achieve certain business interests, and when meet 
with the aspirations of other participants, they qualify their relationships as 
competitive, so they are further carried out according to certain prescribed 
principles and rules and any deviation from those principles and rules will be 
treated as a violation of the competition. concurrentia means competition, 
rivalry, and the economic entities‘ agreements to avoid the natural relationship 
of competitiveness represents its antithesis. Competition law aims at preventing 
or sanctioning of cases of violation of effective competition.

In the legal framework of the European Union since the eighties, the 
tendency of deregulation and the creation of space for effective competition in 
the energy market is expressed, whose expansion on the principle of concentric 
circles is followed today in the territory of the Balkan countries, including the 
Republic of Macedonia and the Republic of Serbia, that are in the process of 
accession to the European Union. Energy cooperation in South East Europe 
is achieved since 2005, through legal framework determined in the Treaty 
on establishing the Energy Community, concluded in 2005 between the 
European Community and the countries of South Eastern Europe: Bosnia 
and Herzegovina, the Republic of Macedonia, the Republic of Serbia, the 
Republic of Montenegro, the Republic of Croatia, the Republic of Albania, 
the Republic of Bulgaria, Romania and the United Nations Interim Mission 
in Kosovo. Motive of creation of the Energy Community is the expansion of 
the internal energy market of the European Union in the region of Southeast 

1 Montesquieu, The Spirit of the laws.
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Europe2, and in this respect it represents one of the pillars of the accession 
process of member states to the European Union. The activities of the Energy 
Community significantly contribute to security of supply in European market. 
As the main specific objectives of the Energy Community, the Treaty on 
establishing the Energy Community 3 identified the following: the establishment 
of a stable regulatory and market framework in Southeast Europe and in the 
EU in order to attract investments in the field of electricity and natural gas, in 
order to enable a stable supply of energy, necessary for economic development 
and social stability; creating a unified legal framework for trade in electricity 
and gas in Southeast Europe and the EU; improving the security of supply 
by providing a stable investment climate and by strengthening connection 
with other regions of Europe, Africa and Asia; improving the environment, 
increasing energy efficiency and the use of renewable energy sources in the 
region; the development of competitive energy market and using the advantage 
of economies of scale.4 

Annex III of the Treaty establishing the Energy Community, contains 
provisions that regulate the three questions in the domain of protection of 
market competition, according to the embodiments of the Treaty establishing 
the European Community: restrictive agreements, the abuse of dominant 
position and state’s subsidies, including the position of the public companies 
that is the companies with special or exclusive rights.

Restrictive (former-monopoly) agreements represent the most serious 
violation of the principle of free market competition - the existence of intent 
is assumed, they are prohibited per se, their result is a nullity. Whether they 
have been concluded in the form of the agreement or its individual provisions, 
whether they are explicit or implicit, in the form of concerted practices or 
decisions made by associations of market participants, restrictive agreements 

2 Treaty establishing the Energy Community also established regional institutions necessary 
for the functioning of a pan-European energy market, analogous to the institutional structure 
of the European Union: the Ministerial Council, the Permanent High Level Group, the 
Regulatory Board of the Energy Community, the Secretariat of the Energy Community, 
Forum for Electricity, Gas Forum, Social Forum and the Forum for Petroleum.

3 The Treaty establishing the Energy Community was signed on October, 25th 2005 in Athens, 
and came into force…

4 Article 2, Paragraph 1 of The Treaty establishing the Energy Community (2005)
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have a significant violation of competition as their object or effect.5 Community 
law6 establishes five categories of agreement that a priori qualified as restrictive 
agreements, and they include: directly or indirectly fixing the purchasing or 
selling prices or other trading conditions; limiting or controlling the production, 
supply, technical development or investment; the division of market share or 
sources of supply; applying dissimilar conditions to equivalent obligations 
with various trading partners, thereby harming competition; conditioning the 
contract signing with additional obligations which, by their nature or according 
to commercial practice, are not related to the subject matter. Agreements, 
to which the principle of general prohibition of restrictive agreement apply, 
do not produce any legal effect.7 Restrictive agreements are prohibited and 
void, except in cases where exemptions from the prohibition is prescribed by 
the law.8 Nullity of the monopoly clause does not consequently involve the 
nullity of the contract.9

The market participant has the dominant position when it, due to its 
market power, may operate significantly independent in the relevant market, 
in relation to actual or potential competitors, customers, consumers and 
suppliers.10 The acquisition and maintenance of a dominant position is not 
impermissible per se, but as such it represents an abuse of market position.11 
If one company is able to eliminate competition by lawful means, there is 

5 Article 10, Paragraph 1 of the Law on Protection of Competition of the Republic of Serbia 
(Official Gazette of RS no.51/09), hereinafter referred to as the Law. In previously existing 
Law on Protection of Competition (Official Gazette no. 79/05), the unlawfulness of restrictive 
agreement is set in a wider manner, in the sense that it prohibited acts that have, or may have, as 
their object or effect harming competition through its prevention, restriction or violation (Article 
7, Paragraph 1)

6 Article 101, Paragraph 1 of the Treaty on the Functioning of the European Union (TFEU)
7 When entering into contractual relations, establishment of the rights and obligations that 

create or exploit a monopoly position in the market is not allowed; See Article 14 of the 
Law on Obligations of the Republic of Serbia.

8 See Article 10, Paragraph 3 and Article 11, 12 and 13 of the Law
9 See Article 105 of the Law on Obligations of the Republic of Serbia
10 See Article 15 of the Law; previous conception assumed the existence of the dominant position 

in the market in the event when the value of the market share is 40 % or more and 50 % or more 
for the collective dominance.

11 See Article 82 of the Treaty on Establishing of the European Union, and Annex III of the Treaty 
establishing the Energy Community
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no basis for the prohibition of the underlying conduct.12 The criteria that is 
examined in order to provide assessment whether there has been an abuse 
relates, among other things, to: establishing the fact on whether the particular 
use of market position may be achieved only in the presence of a dominant 
position, or in other cases as well, the occurrence of unfair prejudice to third 
parties-customers, competitors and consumers, the existence of inadequate 
benefits for the company13. The abuse of dominant behavior represents, from 
the subjective point of view, behavior that is unfair and discriminatory, or 
behavior which, from an objective point of view, adversely distorts market 
structure.14

In the community law of the European Union15, state aid that is subsidies 
represent an important instrument of economic and social policy for the 
achievement of various national or regional goals. On the other hand, granting 
of state subsidies is implemented through the complex and multiple-controlled 
process, with the aim of minimizing the possibility that the state, in this way, 
brings the economic entities in an unequal market position. Subsidies will 
be considered as illegal to the extent that threatens free trade relations, when 
granting privileges to certain undertakings or the production sectors threatens 
to cause or lead to distortion of competition. Permitted exceptions apply to 
social character aid, and for damages resulting from natural emergency events.

12 The modern legal competition systems sanction the abuse of a dominant position, but as the 
relevant actual market behavior of the subject is taken, rather than its motives and intentions.

13 In the competition law of the European Union, the distortion of competition by abusing a 
dominant position presumes the existence of three elements: that one or more than one company 
has a dominant position in the relevant market, to improperly use their position, and that such 
conduct may affect trade between Member States. Article 102 of TFEU  regulates the cases of 
acquisition of the dominant position of the company by internal development, as well as situations 
regarding concentration of market participants that resulted in the creation or strengthening of 
a dominant position.

14 Following cases are particularly considered as an abuse of dominant position: the imposition of 
(directly or indirectly) inappropriate selling prices or other unfair trading conditions; limiting 
production, the market placement and technological development to the detriment of consumers; 
applying dissimilar conditions to equivalent transactions with other trading parties, thereby 
leading them to an unfavorable position compared to competitors; conditioning the contract 
signing with additional obligations which, by their nature or according to commercial practice, 
are not related to the subject matter.

15 See Article 86 (1 and (2) and 87 of the Treaty on Establishing of the European Union, and Annex 
III of the Treaty establishing the Energy Community
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2. EnERGy MARKEtS In SERBIA

One of the main goals of the Energy Community is to strengthen the 
competitiveness of the energy markets in the member states. In this regard, 
significant progress towards the full realization of the optimal effective 
competition within the deadlines stipulated by the Treaty establishing the 
Energy Community, in the electricity, natural gas and petroleum products 
markets is noticeable in the Republic of Serbia. In the draft on Strategy on 
Energy Development in the Republic of Serbia, until the year 2025/3016, 
two target value categories are distinguished: energy safety17, in the sense of 
sustainability and security of supply, and strengthening competition in the 
energy markets.18 The energy market assumes the absence of discrimination 
and the strengthening of functional transparency, with phased reduction of 
restrictions until entering in the single European market, which is preceded by 
the intensification of connecting with the energy systems of the neighboring 
countries. In this sense, the creation of national energy market is a necessary 
condition for sustainable economic development of energy in the Republic of 
Serbia, in which the consumer has complete freedom of choice, and the price 
is the result of the effective crossing of the supply and demand.

2.1. The Electricity Market

The adoption of the Law on Energy in 201119, the trend of strengthening 
effective competition in the electricity sector of the Republic of Serbia is 
continued, through the effect of market mechanisms in the production and 
supply of electricity, while maintaining the economic regulation of the activities 

16 www.merz.gov.rs
17 Energy independence represents the absence of direct attachment to only one country in 

terms of imports and exports of energy, that is the diversify dependence. In addition, safety, 
in an objective sense, is the lack of threat to adopted values  , and in a subjective sense, it is 
the absence of fear that these values   will be threatened; See: Simic D, The Science of the 
Security-modern approach to security, Belgrade, 2002, p. 29.

18 An independent regulatory body responsible for the regulation of electricity, gas, petroleum 
and petroleum derivatives and central heating system in the Republic of Serbia is the Energy 
Agency of the Republic of Serbia (AERS).

19 The Law on Energy of the Republic of Serbia, Official Gazette no. 57/11, 80/ 11, 93 /12 and 
124/12, hereinafter: the Law on Energy.
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of transmission and distribution of electricity as natural monopolies.20 In the 
Republic of Serbia, further strengthening of deregulation and competition in 
all segments of the electric power industry is expected, except the transmission 
of electricity which, according to the prevailing relevant comparative practice, 
should remain a resource in state ownership. Also, it is expected that in this 
area a special importance is given to the application of the Institute of PPP 
(public - private partnership), which is characterized by long-term business 
cooperation contract (20-30 years) between the administration and one or 
more businesses. The main aspects of this type of strategic cooperation is 
related to investment in infrastructure by the partner with private capital 
(usually with a variety of subsidies, from one-time grants to tax relieves), or 
to the provision of services in the public sector, or project involvement in 
the field of electric power, which includes significant financial, operational 
and technical risk.21 Public-private partnerships in the field of electric power 
industry are mostly developed in the United States22, where it occurred 
during 70’s of the last century in response to the need for a modified model 
of public procurement and encouragement of direct private investment in 
infrastructure capacity.

When it comes to the pricing segment of the energy market in the 
Republic of Serbia, the following principals appear: the basic principles of 
economic efficiency, in terms of coverage of eligible costs and returns of 
assets and investments involved, then allocate efficiency, which refers to the 
optimization of social welfare in terms of the balanced relationship between 
consumer’s well-being and economic profit of the energy operator, then the 
equal status of all system users that is non-discrimination, and prevention 
of cross-subsidization. All end electricity customers have the right to freely 

20 In electricity market in the Republic of Serbia, the dominant position is held by a public 
company ‘’Elektroprivreda Srbije’’, in state ownership, whose activities include the production 
and distribution of electricity, as well as the supply of electricity for tariff customers in Serbia. 
In the field of electricity transmission and managing the transmission system, ‘’Elektroprivreda 
Srbije’’operates as an independent operator. Serbia has a self-sufficient system of supply of 
electricity, while importing electricity during the winter and exporting it during summer.

21 European Private Equity and Venture Capital Association, Guide on Private Equity and Venture 
Capital Enterpreneurs, 2007, www.evca.eu.

22 The main goals of U.S. policy, according to the Strategic Plan of the Ministry of Energy in 
2012/15, include: diversity in energy supply by promoting alternative and renewable energy 
sources, improving energy efficiency, modernization of the electric power infrastructure and 
expansion of strategic oil resources; See: www. energy.gov.
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choose their supplier in the market, except for households which will realize 
this right on January 1st 2015. Market opening is realized in phases23, in annual 
dynamics, by narrowing the circle of customers who, in addition to the right 
to supply in the free market, have the right to contract the supply with public 
supplier at regulated prices. Electricity prices, as well as services provided by 
energy entities while performing their energy activities, are free or regulated. 
Free prices are the prices at which suppliers sell electricity to other suppliers, 
to end users who are not eligible for public supply and end users who have 
that right, but do not use it.24 Customers who are not eligible for the public 
supply of electricity purchase electricity from a licensed supplier in the free 
market. 25 Although the relevant electricity market in the Republic of Serbia 
cannot be qualified as a dynamic market, the establishment of national or 
regional electricity stock exchange, which would include interested countries 
in the Balkans, is taken into consideration.

Low costs of electricity in the Republic of Serbia (similar lowest European 
price level is also present in the Republic of Macedonia, Bulgaria and Albania) 
are primarily the result of state policy of achieving social welfare of households 
at one hand and stimulating competitiveness of domestic companies, on the 
other hand; the weighted average value of capital of regulated electricity prices 
to the level of end level is about 50% of the economic cost, which makes 
this subsidy a significant barrier for entry of new independent producers of 
electricity in the market of the Republic of Serbia. At the same time, there 
is a need to invest in rather old fixed assets of production, transmission and 
distribution of electricity, or the construction of new plants, for which the 

23 The right of acquiring the status of eligible customer is given to all customers, except households, 
since 2008, by which consequently 47 % of the electricity market has become potentially open 
to free trade.

24 From January 1st 2013, only the final electricity customers whose facilities are connected to 
the distribution system are eligible for public supply; customers connected to the transmission 
network no longer have the right to supply at regulated prices; from January 1st 2014, only 
households and small consumers of electricity are eligible for public supply; from January 1st 
2015, households in addition to the right of the public supply acquire the right to freely choose 
their suppliers on the market.

25 During the period of market opening, until January 1st 2015, the end user who are eligible for 
the public supply, but does not have current supply contract, is entitled to a backup supply (60 
days), in which it is required to find a new supplier, while the reserve price of supply is typically 
higher than the market price, because it cannot be lower than the average price at which the 
transmission system operator sells electricity for the balancing of the system.
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existence of an open market with full economic prices that correspond to 
the opportunity cost of energy is as a vital precondition.

2.2. natural Gas Market

The tendency of strengthening of effective competition in the natural gas 
market in Serbia is in full swing, in order to increase the efficiency of the 
sector through the effects of market mechanisms in the production and supply 
of natural gas, while maintaining the economic regulation of the activities of 
transportation and distribution of natural gas as a natural monopoly. In the 
market of the Republic of Serbia, about 85 % of gas is imported, and the 
remaining amount is from domestic production. One market participant, 
public company "Srbijagas" with possession of a dominant position, carries 
on activities of wholesale, retail, transport and distribution of gas.26 In 
order to further increase the level of competitiveness and energy safety, it 
is necessary to continue the expansion of network connectivity with major 
suppliers, in order to diversify the sources and routes of supply.27 Since 
2008, since the status of eligible customer may be received by every person 
who does not buy gas for household needs, 88% of the natural gas market is 
open. All end-users of natural gas freely choose their suppliers on the market, 
with the exception of households that will realize that right from January 1st 
2015. The dynamics of the market opening is determined by the Law, and 
carried out in phases, narrowing the circle of customers who, in addition to 
the right to supply in a free market, have the right to contract the supply 
with the public supplier at regulated prices. Customers, who are not eligible 
for public supply, purchase natural gas from a licensed supplier in the free 
market. Natural gas prices are free for qualified customers, and established 
by a contract with the suppliers.28 

26 In November 2013, by signing the contract between the Governments of the Republic 
of Serbia, the Russian Federation and the company Gazprom, the construction of the gas 
pipeline “South Stream” in Serbia has started. Consideration of another planned project for 
the delivery of gas to Serbia,”Nabucco”, is in its initial stage.

27 United Nations Conference on Trade and Development, Expert Analysis of Competition 
Policy: Serbia, New York-Geneva, 2011, p.65

28 The prices at which the trader sells natural gas to retailer for the needs oftariff customers, then the 
prices at which retailers sell gas to tariff customers, as well as the prices of transportation services, 
storage and distribution of natural gas for all customers, are regulated.
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2.3. Petroleum Derivatives Market

Petroleum and petroleum derivatives market include the production and import 
of crude petroleum, processing of crude petroleum in refineries, production, 
import, export and consumption of petroleum derivatives. Economic regulation 
of petroleum pipeline transport that is the transport of petroleum derivatives 
is retained in a form of a natural monopoly.

Estimation plan
2010 2011 2012 2013

Crude petroleum production 0.876 1.064 1.141 1.258
Crude petroleum import 1.869 1.438 1.073 1.660
Total available crude petroleum 2.745 2.502 2.214 2.918

Table 1. Production and import of crude petroleum, 2010-2013, 
in thousands of tons29

NIS is the only company in Serbia which is engaged in exploration and 
exploitation of petroleum and gas. In 2011, domestic production covered 
42% of total demand for this energy product. Import of crude petroleum 
has decreased in the past decade, with projections that in 2013 there will be 
a change of this trend (Fig. 1).

Wholesale of petroleum and petroleum derivatives involves the purchase 
or importation for further sale or export. Retail of petroleum derivatives 
involves the trade realized at petroleum stations. Retail trade in petroleum 
derivatives in Serbia is performed by companies stationed in the Republic of 
Serbia, owned by domestic and foreign companies. Since 2011, the petroleum 
market of the Republic of Serbia was liberalized for all products. Prices of crude 
petroleum and petroleum derivatives as well as services provided by energy 
entities in their activities are free or regulated. Free prices are the prices in the 
activities of production of petroleum derivatives, storage of petroleum and 
petroleum derivatives and trading of petroleum and petroleum derivatives. 
Regulated prices are the prices in petroleum transportation pipelines and 
transportation of petroleum derivatives. Liberalization of import is the 

29 Energy balance of the Republic of Serbia for 2013, www.merz.gov.rs
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most important instrument for raising the level of effective competition of 
petroleum import (Fig. 2).
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Figure 1. Production and import of crude petroleum, 2004-2013  
(realization and estimation) 30
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Figure 2. The movement of prices of domestic and imported  
crude petroleum (in USD/t), 2012.31

30 Ibid.
31 Report on the sectorial analysis of the market of wholesale and retail of petroleum derivatives in 

2012, The Commission for Protection of Competition of the Republic of Serbia, www.kzk.gov.rs 
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The main findings of the analysis of the petroleum and petroleum 
derivatives market in the Republic of Serbia for 2011-13 are as follows. The 
trend of increase in domestic production of crude petroleum is continued, 
followed by a decrease in imports of crude petroleum. However, production 
of petroleum products continues to decline, 7% compared to the previous 
year. Domestic production of petroleum derivatives is not sufficient to cover 
the needs of the domestic market, thus additional quantities are provided 
through imports. Concentration of imports is very high for all petroleum 
derivatives. On January 1st 2013, the license for the storage of petroleum, 
petroleum derivatives and biofuels was in possession of 13 businesses. In 
the market of the Republic of Serbia NIS is the only producer of petroleum 
derivatives and one of the major sources of supply of market participants 
both in wholesale and retail trade of petroleum derivatives. Concentration 
of procurement to a fewer suppliers in wholesale is significant, and the share 
of the top five suppliers in total procurement of petroleum derivatives is 
ranging 80-100. Procurement in the retail of petroleum derivatives is highly 
concentrated. For the top five suppliers it accounts between 95 % and 100 
% of the total quantity supplied and slightly less in the total value of the 
procurement. Retail market of petroleum derivatives is supplied mainly from 
domestic sources. In the area of   trade of petroleum derivatives, the market 
participant with the, by far, largest number of petroleum stations is still NIS, 
with about 29% of the total number of petroleum stations. Diesel fuels are 
the dominant item in the total retail sale of all surveyed participants in the 
market and their share ranges from 44 % to 58 %. In 2012, the total turnover 
of petroleum derivatives was reduced within all the surveyed participants in 
the market, except for the NIS, while the revenues from related activities 
increased. Wholesale and retail prices of petroleum products are formed 
freely on the market32 (Fig. 3).

32 Ibid.
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Figure 3. The ownership structure of petroleum stations33

3.  PRotECtIon oF CoMPEtItIon  
In tHE DoMAIn oF CARtEL AGREEMEntS

The most severe type of violation of effective competition are cartels- the 
category of horizontal agreements based on explicit and often tacit agreement 
of entities which operate in the same production, or trade business level, by 
which their natural and superior attitude of competitiveness is excluded and 
relevant operating parameters are harmonized  , in order to, through control of 
the substantial part of the business activities of other entities, impose operating 
conditions and achieve extra profits. There are three main constituent elements 
of the cartel are: the monopolistic preconditions, which are primarily related 
to the existence of substitute products or services, the existence of barriers to 
entry in that market, the scope of coverage of the market participants and the 
elasticity of demand; the second group consists of structural preconditions, 

33 Ibid.

(2%)
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taking into account the number of participants in agreements, market 
dispersion, the aspect of procurement and the current regime of competition 
in the segment of sanctioning of cartel agreements; finally, the third segment 
of behavior is related to the exchange of information between members of the 
cartel agreement, and the central place is pricing aspect-their determination 
and monitoring.34

In regard to the form of the cartel arrangements35, agreed actions of market 
participants36, and concerted practices (Article 101 TFEU term ) as the basis 
of a legal transaction, or act, represent the most important aspect of the form 
of cartel agreements, and thus resulting in a creation of a moral obligation.

3.1.  The Division of Sources of Procurement as a Subject  
of the Cartel Agreement

The most important form of cartel meetings, typically in the form of concerted 
practices, in the area (southeast) of the European energy markets is the division 
of markets or sources of procurement. Regulated public procurement system 
provides the conditions for a free and non-discriminatory competitive fight 
between suppliers as participants in the tender that is in the public procurement 
process, thus achieving a rational and economical use of public funds. The 
implementation process is based on the following principles: legal certainty, 
which implies a fair and lawful determination of conditions of the tender, and 
further respect of established procedures of the procedure; free competition, 
which refers to the obligation of the procuring entity to enable participation 
of a large number of bidders in the procedure, and their obligation not 

34 Begović B, Pavić V, introduction to the competition law, Belgrade 2012, 48.
35 When it comes to restrictive agreements instrumentalized through the decision-making 

within associations of undertakings, such an agreement is a multilateral legal document 
and will be considered as a means of restraining competition if it cumulatively meets the 
following two conditions: first, that the subject association is authorized to adopt binding 
decisions for its members and second, if the decision is expressly related to the field of 
restriction of competition.

36 Conclusive acts include activities on the basis of which, given their nature and the 
circumstances under which they are performed, it may be indirectly but safely determined 
that they express certain relevant legal right of the subject entity. The most significant 
forms of violation of competition through Conclusive actions are: gentlemen’s agreements, 
recommendations and most importantly-concerted actions. 
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to enter into a mutual agreement on concerted action in the procedure37; 
transparency, which represents the publicity of the procedure with timely and 
complete information to all participants about its essential elements; equality 
of bidders, the procuring entity is obliged to provide equality in all stages of 
the procedure; and efficiency, which assumes the obligation of the procuring 
entity to obtain the goods, services or works at the appropriate quality, at the 
lower price and with minimal costs. 

According to the consequences that it produces, most serious, in terms of 
value, violation of competition is faced in tendering procedures, through two 
basic models of unauthorized behaviour. In the first case, Procuring Entity and 
Bidder (rarely more of them) arise as subjects, and basic method is prescribing 
the tender conditions and criteria that objectively result in minimization or 
elimination of other suppliers from the process; for this type of restriction of 
sources of supply rules on corrupt activities apply. The second model refers to 
a situation of mutual agreement among bidders on how to participate in the 
proceedings and on the outcome of the proceedings, which by their nature 
represent a form of restrictive, cartel agreements.38 "Rigged bids" (Bid rigging 
) is a legal situation in which the bidders in the tender procedure mutually 
agree with the aim of eliminating competition, thereby determining the higher 
price of the work than it would be in the case if the effect of the principle of 
competition was not restricted. It is the matter of the restricted agreement, 
which consequently means the initiation of the proceeding by the Commission 
for Protection of Competition and the imposition of a measure of protection 
of competition.39

Strengthening of competition is primarily achieved through standardization 
of procedures, that is documentation and through enhancing the transparency 
of the process. At the same time, the public procurement procedure should 
be adapted to the specifics of each case and the subject of public procurement 

37 It is indicative that in the last decade in domestic business practices, there is a trend of 
significant decrease in the average number of bidders, almost half (4). At the same time, 
international experience shows that the reduced number of bidders in the tender, in the 
range of 3 to 5, indicates a high level of risk that they will enter into mutual agreement on 
concreted tender performance. It is one of the reasons that additional attention the issue 
of detection and prevention of collusion among bidders in our legal reality needs to be 
devoted.

38 A. Ezrachi, eU competition law, Oxford 2010, 110.
39 Article 101, Paragraph 1 UFEU and Article 10, Paragraph 2, Point 5 of the Law on Protection 

of Competition of the Republic of Serbia.
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procedure. Protection of the principles of effective competition is conducted 
through sanctions or measures of protection competition and through a 
system of preventive measures, which are realized in two levels. In cases of 
bid-rigging, preventive action in terms of the previous control of criteria for 
evaluation and acceptance of the offer resulting in the conclusion of the contract 
occurs as the most important preventive measure, since they, consequently, 
directly affect the presence and effectiveness of competition in the relevant 
proceedings. Conditions should be clearly defined and comprehensive, with 
no discriminatory effect. The primary role in detection of "rigged" tender 
have bid applicants, who may evaluate the criteria as irrational, that is unusual 
considering the real purpose and object of the public procurement, knowing 
the specifics of for the underlying market, and they submit the request for the 
protection of their rights. It is also possible, that the bidder as a participant 
in the agreement provides information about its existence and thus ensures 
an exemption from sanction for itself; it is much less likely that this kind 
of application is submitted by the procuring entity. Also, it is expedient to 
establish the obligation of prior notification of prescribed tender conditions 
by the side of the procuring entity to an independent expert body responsible 
for the implementation of public procurement procedures (in the Republic 
of Serbia, this body is the Public Procurement Office). When it comes to 
cases of "Bid rigging", the scope of the preventive measures that may and 
should be applied is much wider. The primary control role is undertaken by 
the procuring entity: in the event of suspicion of unauthorized agreement in 
the Republic of Serbia, it submits an application and the subject of further 
submission to the Public Procurement Office and to the Commission for 
Protection of Competition, while the case may be finalized in court proceeding. 
Information on the existence of an agreement may be submitted by one of 
the participants, with the aim of achieving immunity from sanctions for 
restrictive mutual agreement. 40

40 The most important measures implemented by the procuring entity as part of the preparation 
of the procurement procedure, in order to minimize the risk of “bid rigging” refer to: a careful 
and timely preparation of the tender procedure primarily in terms of gathering information 
on the extent and structure of the bids, planning the process with the goal of maximizing the 
number of valid bids, creating an process environment that will keep the communication between 
participants at the level of objective minimum, and the creation of the regulation on indications 
and treatment in cases when there is an reasonable doubt regarding the “bid rigging”. The 
procuring entity reserves the right not to conclude the contract in the tender procedure if there 
is a suspicion that the outcome of competition is not the result of effective competition.
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3.2. The Fight Against Cartels: Leniency

Due to the different forms that may be taken on, a written form will in 
practice be the exception rather than the rule, while the opposite is applicable 
for the presence of gentlemen’s agreements in the field of cartel agreements - 
detection and proving of the restrictive agreements, as the most serious aspect 
of violation, restriction or prevention of competition is set as a very complex 
task. Therefore, from the U.S. law to community law, and from it, in 2005, 
to the competition law of the Republic of Serbia, the Institute that exempts 
participants of restrictive agreement of their liability if they inform about its 
existence or submit adequate evidence to the authority that is primarily in 
charge of protection of competition, is introduced.

Exemption from sanctioning the restrictive agreement of market participants 
(Leniency) represents the Institute that resulted from the application of the 
rules of reasoning, pragmatism and efficiency in the field of research of cartel 
agreements, as the most complex and the most blatant aspect of violation of 
effective competition. In order to terminate the process of examination of 
violation with the highest level of success, starting from the specific types of 
restrictive agreements that are often (especially in the case of tacit agreements 
and concerted practices) difficult to determine and consider, the public interest 
is placed in front of the punishing of one participant, to whom immunity or a 
reduced sentence is given in exchange for information and evidence about the 
cartel work, before or during the procedure. The concept of immunity from 
punishment in cartel cases is introduced in the community legislation and 
business practices in the 2004 reform, as part of a network of common binding 
rules41, for both, member states, and potential candidate states; the results 
of the application of this Institute in the European practice of protection of 
competition are significant42; U.S. law introduced this Institute much earlier, 
adopting it from the criminal procedure law.43 There are three important criteria 
that determine the successful implementation of immunity programs in the 
area of restrictive agreements: a clear and simple regulatory rules, safety and 
certainty in terms of the benefits that a market participant obtains and the 

41 Third generation of rules came into force at the end of 2006; see: commission Notice on immunity 
from Fines and reduction of Fines in cartel cases (2006) oJ c298/17.

42 See: A. ezrachi, 408.
43 See: Sullivan T, Hovenkamp H: antitrust law, policy and procedure: cases, Materials, problems, 

Charlottesville 2003, 156.
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priority right, in the sense that the full benefit of the application is realized 
only to the first acting party.44 There are two possible scenarios in which a 
participant of restrictive agreement achieves benefits by reporting on it in the 
area of   sanctioning of illegal violation of free competition. In the first case, 
there is a complete exemption from the obligation to pay a monetary sum 
from the measures for protection of competition (worth up to 10% of total 
revenue in the previous fiscal year). The second case relates to the possibility 
of reducing the amount of monetary fine for participant who does not, as 
first, report the existence of a restrictive agreement, but provides evidence that 
the Commission for Protection of Competition did not have, and which are 
eligible for leading to the completion of the procedure.45

Giving immunity or reduction of fines for certain participants of restrictive 
agreements in exchange for voluntarily provision of information or evidence 
regarding the underlined prohibited agreement, which fulfils the criteria 
defined in advance before or during the implementation of the investigative 
process, represents the most important instrument in the fight against the cartel 
agreement today. However, the question remains: is it reasonable and is it fair to 
differently sanction the legal entities of the same legal transaction for (absolute, 
per se) prohibited conduct; it is the matter of contractual relationship, based 
on the principles of free will and equality. One party of the legal transaction 
is being exempted from measures for protection of competition, but not from 
the responsibility; the other party remains in the process until its completion, 
that is the imposition of sanctions for the determined violation of competition. 
Legal opportunism, therefore, stands opposite to the principle of equality, and 
from it derives the principle of fairness, as the supreme legal value. Rational 
utilitarianism gets the primacy, by favouring general in relation to a specific 
legal value. The fact that the participant of the transaction reported the 

44 See: European Commission Notification on immunity from monetary fines and reduction of 
fines in cartel cases (C298-OJ2006).

45 In order for the entity who concluded a restrictive agreement to be exempt from paying a monetary 
sum from the measures for protection of competition, four conditions must be cumulatively 
fulfilled: that it first reported the agreement on which the Commission for Protection of 
Competition had no knowledge or did not have sufficient evidence to initiate the procedure; the 
prove and deliver evidence, or point to their source or place of finding; not to occur as an initiator 
or organizer of the restrictive agreement; it did not force or incite other market participants to a 
restrictive agreement. In addition, the submitter of application, or evidence of the existence of 
a restrictive agreement is suspended, without delay, form participation in the same, unless the 
interest of the implementation process requires otherwise.
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existence of restrictive agreement on which the Commission for Protection 
of Competition had no knowledge of, and the prosecution of such case in 
terms of the principles of effective competition has a higher specific tendency, 
social and legal, compared to a loss that is reflected in the exemption from the 
obligations from payment of a monetary sum from a measures for protection 
of competition of one participant in the transaction. Placed in the coordinate 
system of Kant’s rational understanding of natural law, which is based on a 
distinction between areas of sensory, empirical findings and spheres of no 
sensory, mental, transcendent knowledge46 - stated problem of justification 
of the selective exemption from the liability of one of the parties of the legal 
transaction qualifies as a manifestation of pure practical reason.

Upon discovering the unauthorized restrictive agreements, its participant 
provides for itself an exemption from payment of monetary obligation from 
measure for protection of competition, however at the same time, another door 
opens, behind which a civil court proceedings with individual demands for 
compensation stands which arose due to the acts and actions that constitute a 
violation of the competition.47 This legal field is outside the scope of the effects 
of immunity on the basis of the application of the existence of an agreement 
by its participants. In this way the circle is closed, so the one who freely 
approached to the illegal restrictive arrangement, was the one who reported 
the same in order to be exempted from sanctions, consciously exposing other 
participants to the same – finally, this act directly facilitated the initiation of 
the proceedings by private lawsuits demands of persons who have suffered 
damage caused by the underlying prohibited agreement, in which they will 
represent a respondent. It is posible that this drawn up long and roundabout 
path is the way that allow justice to be reached in this legal story.

46 See: S. Perović, Natural law and court, Belgrade 1996, 75.
47 In the practice of the Court of Justice of the EU in this segment of violation Article 101 and 

Article 102 of UFEU see: Courage v. Crehan (2001) ECR 1-6297 and Manfredi v. Llozd Adriatico 
Assicurazioni (2006) ECR 1-6619.
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HERE’S WHAt to ExPECt  
FRoM RuSSIA’S EnERGy 

SECtoR In 2014

Nikolay paKhoMov

russia is taking steps towards improving the state of global 
energy security, including diversification of its energy sector 
away from europe and development of new technologies.

 

The New Year was greeted with trepidation by some countries in Eastern 
Europe. Early January could have been a portent of energy problems for the 
region due to the ongoing Russian-Ukrainian gas price dispute. However, as it 
turned out, this year even the acute political crisis in Ukraine did not hinder 
supplies of Russian gas to Europe.

Moscow took into account its past negative experience of wrangling with 
Kiev and secured all necessary arrangements in line with its active policy in 
recent years of improving global energy security.

What else was achieved within the framework of this new energy policy 
last year? More importantly, what is in the cards for 2014?
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The Evolving Concept of Global Energy Security

The problematic nature of energy security came to light only in the wake 
of the Arab oil embargo of 1973, when geopolitical and religious conflict 
roiled the world’s oil markets. The issue became one of national concern for 
many countries, primarily major Western energy consumers.

Subsequently, experts began to talk about different types of energy 
security – for energy suppliers, for major consumers, and for transit 
countries.

However, there is still no consensus as to whether global energy security 
actually exists in any meaningful sense. If it does, what is it exactly?

Some experts try to define global energy security as a sum of energy 
securities of individual nations. Others write that global energy security 
should address issues that lie outside the sphere of responsibility of individual 
governments: for example, the eradication of global energy hunger, or 
environmental protection.

However, a more succinct theory looms against the backdrop of such 
argumentation: Security is the absence of danger. Consequently, global energy 
security is a state of international relations that creates the conditions for 
crisis-free development of the global energy industry. In such circumstances, 
suppliers can sell the volumes of energy they produce, and consumers can 
satisfy the energy needs of national economies.

Russia’s Place in the System of Global Energy Security

Using this approach to analyze the global energy industry, one clearly sees 
that an international regime of global energy security is in all countries’ 
interests – especially Russia’s.

Today Russia occupies a unique place in the global energy sector, 
occupying three different roles, being at once a major supplier to world 
markets, one of the world’s largest consumers, and, increasingly, an energy 
transit country. Russia already ensures the passage of Central Asian energy 
resources, while the country’s geographical location and technological base 
make it a global pipeline hub.
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Consequently, Russia has no particular option other than to do whatever 
is necessary to guarantee the effective functioning of the international 
regime of global energy security. Meanwhile, the myriad formats of Russia’s 
involvement in global energy allow Moscow to find common ground with 
almost all the major world players.

It is from this perspective that the still frequent accusations of Western 
critics who suspect Moscow of “energy blackmail” seem particularly absurd 
— any destabilization of the global energy markets is much more dangerous 
for Russia than for anyone else.

Diversification of Russia’s Energy Sector

2013 saw a continuation of Russia’s energy policy of recent years, which is 
aimed at strengthening its positions in the global energy industry, thereby 
shoring up the international regime of global energy security.

While foreign critics were busy alarming Europeans over the continent’s 
growing energy dependence on Russia, the flip side was the Russian economy’s 
growing and dangerous reliance on supplies to Europe. Russian pessimists 
rightly pointed to the declining performance of Gazprom, one of the 
cornerstones of the Russian energy sector.

Several progressive steps were taken in 2013 toward resolving these 
issues. First and foremost, a series of decisions was taken to diversify Russian 
hydrocarbon exports, namely the signing of an agreement to supply liquefied 
natural gas from the Yamal Peninsula to China, the resumption of work to 
commence supplies of Russian gas to South Korea, and the activation of 
Russian-Japanese cooperation in the energy sector.

It is curious that in almost all of the initiatives undertaken, Russia’s 
habitual energy leader, Gazprom, was conspicuous by its absence. Other 
Russian companies, in particular Novatek and Rosneft, with the support of 
the Russian government, are becoming increasingly active abroad.

This is part of the Kremlin’s conscious policy to increase competition 
in the Russian fuel and energy sector. More competitiveness will raise the 
performance of Russian companies, which in turn will strengthen Russia’s 
positions in the global energy sector.
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Russia’s Plans for 2014

Forecasting is a fool’s game, especially in the rapidly changing energy markets. 
However, it is possible to postulate with a high degree of probability where 
the focal points of Russia’s energy policy in 2014 and in the foreseeable 
future will lie.

Russia is not merely the world’s largest supplier of hydrocarbons. The 
strength — and weakness — of Russia’s positions consist in the need to 
harmonize the country’s role as both energy exporter and consumer, while 
keeping an eye on its developing role as a crucial transit country.

This scenario will force the Russian government to pay greater attention 
to energy conservation in the national economy and the growth of energy 
production, including the development of new deposits.

Moscow also will seek to expand the presence of Russian companies in 
the energy industries (both upstream and downstream) of other countries 
— be it Russia’s immediate neighbors, Europe, or even Africa, whose energy 
weight is growing.

It is clear in this regard that success in tackling these challenges will 
depend on Russia’s cooperation with as many countries in the world as 
possible. The need for such cooperation is particularly evident in the field 
of technology, where Russia is developing cutting-edge technologies in 
several areas at once.

The most striking example of these technologies is oil and gas production 
in the Arctic, where ExxonMobil and Rosneft are working hand in hand. 
As it happens, the two companies are due to start joint drilling operations 
in the Arctic this very year.

The Kremlin draws a clear distinction between political disagreements 
with the West and economic partnership between Russian and Western 
firms. The latter have a strong interest in Russia: The wealth of the country’s 
mineral resources, the absence of an agressive environmental lobby, and many 
other factors make Russia an attractive destination for foreign companies.

On the other hand, for several years now the Kremlin has pursued a 
policy to reduce energy expenditure in the national economy, which brings 
Russia’s positions on a whole array of issues into even closer proximity with 
those of Western powers and the developing world.
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Hence, there is every reason to believe that this year will see Russia 
continue to build a broad system of international energy agreements, which 
will further consolidate the country’s positions as one of the key players in 
the emerging international regime of global energy security.
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