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As the European Union adopts tougher climate goals
for 2030, aiming for net-zero emissions by mid-century, the bloc’s next-door neighbours in the Western Balkans are struggling to keep up and face growing difficulties in the transition to a green economy.
In this report, EURACTIV looks at the energy transition in the six Western Balkan countries: Albania, Bosnia-Herzegovina, Kosovo, Montenegro, North Macedonia, and Serbia.
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IN TERVIEW

Official: Western Balkan countries
are ‘milking coal power plants
until the bitter end’
B y F r é d é r i c S i m o n | E U R A C T I V. c o m

“Differences between markets are growing, mainly because we don’t have the
Emissions Trading Scheme Directive in place in those countries,” says Janez Kopac.

D

isparities between the EU and
Western Balkan countries on
energy are only getting bigger,
with many of them still addicted to
highly-polluting coal power stations
that provide cheap electricity as well
as revenues to governments and the
local population. “They’re milking

them until the bitter end,” said Janez
Kopač.
Janez Kopač is the director of the
Energy Community Secretariat, an
international organisation established
between the European Union and
neighbouring countries in the Western

Balkan and the Black Sea region.
Kopač spoke to EURACTIV’s Frédéric
Simon ahead of an online event on 17 June
dedicated to the energy transition in the
Western Balkans. The event is hosted
by the Friedrich Ebert Stiftung EU and
South-East Europe offices.
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INTERVIEW HIGHLIGHTS:
• Western Balkan countries are not
part of the EU’s Emissions Trading
Scheme, which is contributing
to a growing gap with the rest of
Europe.
• Electricity production in the
Western Balkan countries is “much
cheaper” than in the EU and it
will be hit by the bloc’s upcoming
carbon border tariff unless they
win an exemption or adopt carbon
pricing policies
• The 16 thermal power plants in
the Western Balkans are outdated
and produce more hazardous
emissions than the 250 coal power
plants on EU territory
• Still, coal power stations produce
cheap electricity which provides
revenues for the government,
miners and the local population
due to a complex system of crosssubsidies
• Many Western Balkan countries are
delaying carbon pricing reforms
“as long as possible” because they
fear the social upheaval caused by
rising electricity prices
• The EU should apply pressure
by requesting those countries to
join the EU Emissions Trading
Scheme while providing financial
incentives to manage the social
consequences of the coal phaseout.
The key objective of the Energy
Community is to extend the EU
internal energy market to countries in
South-East Europe and the Black Sea
region. Leaving aside special cases like
Ukraine, and Georgia, how far have we
come towards reaching that objective?
Are all countries on track when it
comes to implementing EU energy
law?

They’re at different stages.
According to our implementation
indicator, which was last updated
in November, Contracting Parties
transposed approximately 60% of the
EU ‘acquis’ in terms of energy law.
But there are big differences
among countries. North Macedonia
and Montenegro are very advanced,
Kosovo and Serbia are in the middle,
and Bosnia-Herzegovina is struggling
with their constitutional dilemma.
Our organisation is based on
the rule of law. And our Ministerial
Council adopted the Third energy
package, Energy Efficiency Directive,
the Energy Performance of Buildings
Directive, and many other energyrelated directives.
Now, we’re entering the next
phase, with the implementation of
the Clean energy package that was
finalised in 2019 at the EU level. This
will be on the agenda of our next
Council meeting in the autumn.
Are those countries closing the gap
with the EU, or are the differences
getting bigger?
Differences between markets are
growing, mainly because we don’t
have the Emissions Trading Scheme
Directive in place in those countries.
So there is a growing difference
between the electricity generated in
South East European countries and in
EU member states.
In practice, this means electricity
from Southeast Europe is much
cheaper, which makes exports to the
EU very profitable. But this, I believe,
will be tackled by the Carbon Border
Adjustment Mechanism that the
European Commission will table in
July.

So you expect the carbon border charge
will apply to the southeast European
members of the Energy Community?
I hope they will have special status,
because they are participants to the
EU single market. And if they are
treated as third countries in the same
way as Russia, Turkey or Morocco, this
could endanger the whole European
integration process which has taken
place in the last 15 years when they
were transposing EU legislation.
Why are these countries not part of
the Emissions Trading Scheme? All
of them, I guess, are signatories to the
Paris Agreement, so wouldn’t it make
sense for them to join the ETS now?
Yes, it would make sense. But
many of them are postponing this for
as long as possible.
The
only
country
which
introduced a form of carbon pricing
is Montenegro, which transposed
parts of the ETS Directive voluntarily,
without being obliged to do so. But
Montenegro is a small country, there
are less than five participants in the
carbon market. And they enacted a
carbon price cap, which is decided by
the government and is currently set at
€24 per tonne of CO2. So in reality, it’s
more like a small carbon tax but it’s
still efficient.
The
carbon
price
has
risen
considerably on the ETS, which
justifies the introduction of a carbon
border adjustment mechanism. And
with a strengthening of the EU’s 2030
climate target, the disparity between
the EU and its neighbours will only
get bigger. So how can these countries
avoid the EU’s carbon border charge if
they don’t join the ETS?
Implementing the ETS fast would

Continued on Page 6
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be challenging for those countries,
both technically and logistically.
So I believe the simplest would be
to implement a carbon tax for the
beginning. That is doable, they
already have emission registers based
on environmental laws.
In many of these countries they
are already paying some tiny taxes on
sulphur dioxide and other emissions,
so this would be low-hanging fruit
for them. The European Union could
combine pressure and incentives to
reduce emissions in these countries.
Many have electricity incumbents
which are heavily dependent on coal
and they are postponing the necessary
steps as long as possible because they
are afraid of the social unrest this
could create.
Implementing carbon pricing
will definitely mean an increase
in electricity prices and this is
something politicians are afraid of.
Electricity prices for households in all
these countries are not cost-reflective
and are set well below the EU average.
Then
again,
the
situation
varies from country to country. In
Montenegro, for example, electricity
prices are already close to the EU
average. But in places like Bosnia or
Serbia, electricity prices are really low.
In November last year, these
countries
signed
the
Sofia
declaration, where they committed to
implementing the ETS or some other
form of carbon pricing in the future.
But the declaration doesn’t specify
when this should happen, so there
needs to be some kind of pressure
and roadmaps coming from the EU to
drive this forward.

What do you mean by pressure and
incentives?
By pressure I mean bringing
carbon pricing policies as a legal
obligation
under
the
Energy
Community framework. And on the
other side with financial incentives,
because these countries are in
different socio-economic situations
and they don’t have access to the
EU’s just transition fund to assist coal
regions in the transition.
This is where I see a long-term
need to restructure the EU’s financial
assistance and make it more targeted.
One way of doing this could be to
set up national carbon or climate
funds where all the carbon-based
income would be channelled, and be
governed separately from the regular
state budget.
That fund could be merged with
financial assistance coming from
the EU as well as other international
donors. And the management of
that fund would be centralised, with
high transparency and governance
standards.
This money, I believe, should
be dedicated to energy efficiency
measures, sustainable transport and
renewable energy support, like is the
case with the ETS in the EU. On top of
that, it could also include financing
programmes for coal regions in
transition. Because if there is no
stable financial mechanism for the
transition, it simply won’t happen.
Who would manage this fund?
There is a precedent, it’s an energy
efficiency fund in Ukraine that was
established by the EU, Germany and

the Ukrainian government. It merges
funds coming from the state budget
with international assistance for
energy efficiency measures. And
I think this is a good example that
could be repeated for this national
climate fund.
Taking a step back, the Southeast
European region has a history of
armed conflict and still today, there are
diplomatic tensions, for example, when
it comes to the recognition of Kosovo,
or the name dispute between Greece
and North Macedonia. How does this
context affect energy integration in the
region? Does it make cooperation on
energy more challenging?
I wouldn’t say so. On energy,
cooperation is actually going quite
well under the umbrella of the Energy
Community. There can be tensions,
of course, for example, there is an
ongoing dispute between Serbia and
Kosovo, and there are no electricity
flows between the two of them at the
moment.
But apart from that, I don’t see
any major barriers for cooperation.
Because on energy issues, there is a
shared 15-year history of membership
in the Energy Community. Sure,
there were tensions at the beginning
between Serbia and Kosovo but this
is now settled and cooperation on
energy issues is going quite smoothly.
Can energy therefore be seen as a
catalyst to bring these countries closer
to EU membership? Because most of
them are also EU candidate countries.
Most of them have the aspiration
of becoming EU members, yes. If the
EU does not bring them together, then
nothing else will. And the Energy

Continued on Page 7
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Community is a most useful tool for
that, which was even recognised by
EU leaders at the European Council a
few years ago. We were very proud of
this.

State aid rules, giving full guarantees
to Chinese banks which are financing
this. And the outcome of this dispute
is not clear yet – we could stop them
building it but it’s not certain yet.

The energy mix in the Southeast
European region is currently largely
dominated by coal. How many of them
have coal exit dates and are they on
track to meet the Paris climate goals
when it comes to ending fossil fuels?

In Kosovo, the government had
plans to build a coal power plant
that would be financed by a US
investor. Again, here, we launched
an infringement procedure related
to state aid and were successful. They
cancelled the deal.

There is no uniform answer to
this. Albania for example has no coal
power plants. They have issues with
transport and industry but at least
their energy is clean.
North Macedonia announced
a coal phase-out by 2030, and is
investing heavily in renewables and
developing fast. So for them, I’m quite
confident.
Montenegro has only one coalfired power plant, which is currently
being refurbished to align it with EU
norms – the Large Combustion Plants
Directive. And if it is still profitable,
which I doubt, this coal plant could
still be around in the next 10-15 years.
When it comes to coal, the biggest
problem countries are Serbia, Kosovo
and Bosnia-Herzegovina.
Both
Serbia and Bosnia are 70% reliant on
coal and Kosovo is 95% dependent.
Now, they all signed up to the Sofia
declaration, meaning they committed
to phasing out coal by 2050.
But in practice, things can be
different. Bosnia-Herzegovina for
instance is currently building one
coal power plant. We initiated an
infringement against them because
we are convinced that they violated

This means Serbia is the only
country in the region that is still
building its future on coal – it is
constructing one new coal power
plant and refurbishing another two.
So there is no single answer to your
question, every country is moving at a
different pace.
Why are these countries still interested
in building new coal plants? After all,
renewables nowadays are cheaper so
why would they want to do that? Is it
because they receive financial support
from the US or China?
First, it has to do with perception,
it’s a mindset. Coal was a symbol of
industrial development in all these
countries after the second world
war. And coal miners are politically
extremely strong, every prime
minister is afraid of them.
In Serbia, Milošević survived
attacks from NATO but he was
eventually kicked out of office by coal
miners. In Bulgaria, Prime Minister
Borissov stepped down some years
ago because of a 15% rise in electricity
prices.
In addition, these power plants

have no particulate filters for SO2
and NOx like in Western European
countries. To give you an idea, the 16
thermal power plants in the Western
Balkans produce more hazardous
emissions than 250 coal power plants
on the territory of the European
Union. And since they do not invest
in filters and do not pay CO2 costs,
production is cheap.
Moreover, all these power plants
are already amortised, so they’re
milking them until the bitter end.
There is also enormous crosssubsidisation going on, with large
transfers of income going directly
from the coal power plants to
households, which makes the coal
link with society harder to break. And
of course, all this cross-subsidisation
keeps the social peace between the
population, the coal industry and the
coal miners.
This linkage will break one day,
but politicians are trying to postpone
this moment for as long as possible.
How can this toxic link between the
coal industry and society be broken,
then? I guess it requires action on
different fronts, both on carbon pricing
but also on the social aspect.
Like I said, the first thing is to apply
pressure and oblige these countries to
adopt carbon pricing policies. And
the second thing is to provide targeted
financial support.
The EU is currently abundantly
assisting Western Balkan countries
through different programmes. One
is called REEP – regional energy
efficiency programme – another
one is called the Green for Growth
Fund, there will be a new Guarantee

Continued on Page 8
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Fund for infrastructure leveraging
loans from other international
financial institutions. Another one
is the Western Balkans Investment
Framework, so there is quite a lot of
money for all these purposes.

Balkans – conditionality.

But none of these funds are
dedicated to coal regions in transition
and related problems. This is why we
should think together about how to
reorganise this. My suggestion is to
establish these national climate funds
but maybe there are other ideas worth
putting on the table as well.

This is not an issue. Serbia,
actually, is not a signatory to the ECT.
I’m not aware of any dispute involving
any investor and I think the ECT is
irrelevant in this context.

My conviction is that these
countries need a funding mechanism
that is very stable. Currently, they have
a promise of €9 billion through the
so-called Economic and Investment
Plan for the Western Balkans that was
adopted in October last year by the
European Commission.
That’s all good, but it covers
only the EU budget for the next few
years. Decarbonisation is a much
longer process. And it is not clear
how the countries will finance social,
environmental and energy costs of
closing coal mines, which is at the
heart of decarbonisation efforts.
What is needed is something more
long term, because decarbonisation
is a process which lasts at least 10, 15
or 20 years. This is why I think there
should be a mechanism that will last
until these countries join the EU or
until 2050 when Europe is aiming to
achieve net-zero emissions.
But as I said, this fund should
be governed jointly, involving
stakeholders of course and with a
lot of transparency, monitoring, and
some conditionality as well. That’s
what works well in the Western

Most of these countries are also
members of the Energy Charter Treaty
(ECT). Is this helping the transition to
clean energy or is it holding them back?

What are the specific opportunities for
the Southeast European region when it
comes to clean energy and renewables?
Is the potential there greater or smaller
than in Western EU countries?
I think the potential is much
greater than in some EU member
states. This is a region full of sun
and wind, so I see great potential,
which has been calculated by the
International Renewable Energy
Agency (IRENA).
What is missing is a concerted
push. And that means introducing
cost-reflective electricity prices for
households, carbon pricing, as well
as market liberalisation. Only that is
missing.

cross-border connections are used
maximum at 30-35% of their capacity.
in the European Union, there is an
electricity regulation in force from
2018, which requests that at least
70% is offered for trading of existing
capacities. If this would be the case in
the Western Balkans, there would be
no congestion at all.
So grids are one of the strengths in the
region.
Yes, plus the fact that there is a lot
of sun and wind.
What would make investors more
interested to invest in the region? Is it
the political stability, is it the economic
stability, the regulatory predictability?
Investors need predictability. First,
day-ahead markets should function in
every country. Currently, there is only
a day-ahead market in Serbia, with
an electricity power exchange. North
Macedonia, Albania, and Montenegro
are currently trying to establish their
own power exchanges, and hopefully,
this will be done this year.

In the European Union, problems
are often linked to a lack of electricity
interconnectors between member
states. Whereas in the Western
Balkans, grid interconnection is not
a problem. The high-voltage grid was
so well developed in the ex-Yugoslavia
that
cross-border
connection
capacities far exceed all scenarios
with 100% renewables. Investments
would be needed on the distribution
level of course, but not for highvoltage cables.

Another element is to organise
competitive tenders. In North
Macedonia for example, they offered
the facilities of an ageing coal
power plant to investors who were
bidding for two times 50 megawatt
of solar investment. The government
requested that the investor take one
employee from the coal power plant
per megawatt installed. The coal
power plant was standing idle, so the
employees were happy to find a new
job. In exchange, the investor got
connection to the high-voltage grid
free of charge and got the land for free
as well.

According to our calculation,

The investors then were invited to
Continued on Page 9
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bid for a percentage of the electricity
price that they were willing to pay back
to the state. They got several bids and
I think the final percentage was some
18% in the end. So North Macedonia
as a state will receive money out of
decommissioning its coal power plant.
I think this is very innovative, and
thanks to this, North Macedonia was
capable of attracting many foreign
investors. They don’t have a power
exchange yet but otherwise, trade is
very liberalised.
In Serbia, they adopted a new
renewable energy law a month ago.
And they held an investor conference
where they collected proposals for 12
gigawatts of potential investments.
Who knows how much will be
commissioned in the end. But they
have strong winds in the north and a
lot of sun in the south, and investors
are interested.
So only Bosnia-Herzegovina and
Kosovo are currently without major
foreign investors. But with some
adaptation of their legislation, it will
slowly happen as well. It could only
happen faster.

Corruption is also an issue in many of
these countries. Is that a concern for
you as well?
Corruption is definitely a problem,
but I don’t see it as a major obstacle for
investors right now.
The biggest obstacle is that there
were no auctions until now, except in
North Macedonia and Albania. But
now, legislation has been adopted in
Montenegro and Serbia. And it will
be very soon in Kosovo too, meaning
only Bosnia-Herzegovina is behind.
But if auctions are put in place in a
way that is transparent enough, then
it shouldn’t be a problem.
Some of the founding members of
the Energy Community are now EU
member states, like Bulgaria, Croatia,
and Romania. What is their role as
part of the Energy Community? Do
they have special responsibilities when
it comes to helping the integration of
neighbouring countries in the EU’s
internal energy market?
No. In our Treaty, we have a special
category for EU member states, which

are called ‘participants’ and which
can be invited to the meetings if
they express an interest. EU member
states which are former Contracting
Parties to the Energy Community are
automatically participants. Some
participants are active, some of them
are not. But our main interlocutor
is the European Commission and of
course the Council.
Now, there are countries which are
particularly interested in our work and
are active members, proposing many
things. Poland for instance is one of
them, because of our role in Ukraine,
I believe.
Other active participants include
Italy, Croatia, and Austria, because we
have a seat in Vienna. But on a daily
basis, it’s the European Commission in
the driving seat.
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Getting off the fence? The future
of coal in the Western Balkans
By Dirk Buschle

[Shutterstock]

D

riven by ambitious targets
and a set of sharp regulatory
tools, the Green Deal is about
to redefine the European economy
and policy. As to be expected from a
transformation of that magnitude,
developments do not always follow a
straight line.
Dirk Buschle is Deputy Director/
Legal Counsel for Energy Community
Secretariat

Currently, an unprecedented power
price surge sends its shock-waves
through the entire continent. It hits
and startles also one European region
which so far tried to keep heads down
on decarbonisation. We are talking
about the Western Balkans Six (WB6),
i.e. the countries succeeding former
Yugoslavia (plus Albania) still outside
the European Union. The power price
shock could make them rethink their
energy policy, and lead – depending
on the conclusions – to a boost or

a backlash for the transition in the
region. The most pressing issue in this
reflection is the future of coal.
The power generation mix of the
WB6 rose to Europe-wide fame in
the wake of a 2019 report’s finding
that the region’s fleet of coal power
plants emitted more sulphur dioxide
pollution than the entire fleet of
European coal power plants, at a ratio
which has been rising to 2.5 times in
the meantime. That sudden spotlight,
Continued on Page 11
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however, had limited impact at best.
Governments have not been
developing concrete visions for a
future without coal (mostly lignite),
on which five of the WB6 rely to a
significant extent. Even putting the
topic up for discussion seems painful.
That may be understandable, given
the deep socio-economic reliance that
coal has created. And even Western
Europe is no stranger to strategies
of muddling through where carbonbased business models look too
lucrative to not exploit them to the last
possible moment.

With
the
prospects
of
rehabilitation being against long
odds, full implementation of the LCPD
should effectively phase out existing
coal power generation in the WB6 by
the end of 2027, the year in which the
last possible compliance date expires.
However, evidence is already building
up that the Directive will not be
implemented according to plan. The
Energy Community Secretariat had to
open infringement cases against four
of the WB6 for not respecting their
NERP, and another one disregarding
the expiry of the 20.000 hours’ limit.

Yet the discussion about the future
of coal cannot be avoided any longer.
That is not only because it became the
global mainstream. From a technical
and economic perspective, the WB6
coal power plants are outdated and
close to the end of their life spans.
They would soon need to be either
shut down or rehabilitated. The power
of the factual may have helped two
of the WB6, North Macedonia and
Montenegro, to commit to phasing out
coal (by 2027 and 2035 respectively).
Also legally, power generation from
the existing plants bears a clear expiry
date.

Beyond the technical and the
legal, dodging the decision about
a future beyond coal also has other
repercussions. Replacing the old with
new coal plants after the formers’
eventual demise has been a common
strategy in the WB6. While this is
virtually not possible in line with
European State aid rules, President Xi
Jinping’s recent pledge to end oversea
investments in new coal plants should
have also pulled the plug on China
sponsoring projects in the region. ESG
and taxonomy rules will have a similar
effect on Western manufacturers and
banks.

As members of the Energy
Community, the WB6 committed to
achieve the thresholds for emissions of
sulphur dioxide, nitrogen oxides, and
dust in line with the so-called Large
Combustions Plants Directive (LCPD).
Instead of immediate compliance, the
governments decided to either phase
out the emissions aggregated on a fleet
level (in line with a national emission
reduction plan, NERP) or by operating
individual power plants not longer
than a maximum of 20.000 hours.

As a consequence, investments in
alternative technologies are needed
at a large scale. While investments
in solar and wind farms have taken
off recently, especially where the
governments opted for market-based
support mechanisms and auctions,
that trend could get an additional boost
from a clear vision of the future energy
mix. Setting a clear course would not
only determine the ambition level
but could speed up overdue market
reforms, further market integration

and investments in smart and flexible
systems.
Most importantly maybe, opening
up an honest and inclusive debate
about the future of coal should be a
matter of good governance. A just
transition, which evidently poses
more challenges to the WB6 than to
the rest of Europe, depends on clear
communication towards citizens and
the stakeholders particularly affected.
Countries deferring that debate lose
their autonomy to manage change
and become exposed to external
developments.
This does not only include
the Chinese president’s recent
announcements. Skyrocketing power
prices in the region are not mitigated
by increased revenues generated
by the European ETS, to which the
WB6 does not adhere. At the same
time, the windfall profits the local
utilities make in exporting noncarbon priced electricity to the EU has
been identified as a key target of the
European Commission’s proposal for a
carbon border adjustment mechanism
(CBAM).
What can the rest of Europe do
to help speed up the deliberation
about the future of coal in the WB6
region? Firstly, by engaging in the
Energy Community, the EU chose
to support the energy transition
in return for countries honouring
their commitments. The adoption
of the Clean Energy Package and a
Decarbonisation Roadmap for the
Contracting Parties of the Energy
Community at the Ministerial
Council meeting in November this
year will signal that the Green Deal is
extended to the WB6, and not only in

Continued on Page 10
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homeopathic doses.
Of equal importance are financial
penalties for non-compliance with
European rules such as the LCPD
instead of inadequate political
sanctions. Secondly, many EU Member
States have made their own, painful
but ultimately fruitful experiences
with deliberating the phase-out of
coal in their energy mix. They should
share their experience and make
the case for clarity and transparency

at a high political level in the WB6.
And thirdly, the magnitude of the
transition calls for a financial facility
by public donors which goes beyond
the support for individual projects,
a new Marshall plan to complement
revenues from future carbon pricing
schemes.
This would give comfort to WB6
leaders struggling with deciding on
the way ahead given possible social
unrest. As in the EU, it could be

made contingent on a coal phase-out
commitment. By helping affected
individuals and the economies at
large, the new Marshall plan would
also avoid that the WB6 is lagging, and
ultimately drifting apart from the rest
of Europe determined to be among
the early adopters of decarbonisation.
That is in the pan-European, and
ultimately in the global interest.

FURTHER READING
Chronic Coal Pollution. HEAL, CAN Europe, Sandbag, CEE Bankwatch Network and Europe Beyond Coal, 2019.
Comply or Close, CREA and CEE Bankwatch Network, 2021.
https://www.energy-community.org/news/Energy-Community-News/2021/03/16.html
https://www.energy-community.org/news/Energy-Community-News/2021/04/20.html

THE D U TCH B I D F O R E M A

From London to...

the Amsterdam
Metropolitan Area

For information on
EURACTIV Event Reports...

Contact us
Frédéric SIMON
Senior Editor, Energy & Environment
frederic.simon@euractiv.com
tel. +32 (0) 2 788 36 78

www. net h e rlan d sfo re m a.e u

Teresa DOMINGUEZ
EU Affairs Senior Manager
teresa.dominguez@euractiv.com
tel. +32 (0) 47 601 78 26

