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ffordable, reliable electricity and gas supplies are
central to modern economic and social life. Most

EU citizens now take these for granted but, in the
states recovering from recent conflicts in Europe,

memories of deliberate disruption of electricity networks –
as a weapon against the general population – are still vivid.
Whilst the situation has improved as the rebuilding of these
countries picks up speed, the lack of investment to
modernise these countries’ damaged and outdated energy
infrastructure is itself harming people’s lives, their health
and their economic prospects.

The Energy Community aims to bring the EU’s neigh-
bouring countries, including many recovering from
conflicts, into the EU’s developing single electricity and gas
markets. It will join them to Europe’s integrated energy
networks, improve reliability in their energy supplies, and
give them technical expertise and assistance in this
important field. In return for their commitment to
strengthening their markets through trade and to assisting
their counterparts in the event of any incident causing
supply disruption, the contracting parties to the Energy
Community Treaty will each benefit from substantial
investment from international donors and international
financing institutions.

Over the coming years, the Energy Community will help
economic regeneration and improve ordinary peoples’
quality of life throughout the partner countries,giving them
better opportunities at home. Moreover, it will contribute to
rebuilding trust and cooperation between them, and
between their governments and industries, and foster
stability across Europe.

A The Energy Community will ensure
for its member countries:

• more reliable electricity and gas supplies;

• better quality of life and health for citizens;

• participation in pan-European single energy
markets; and

• improved relations and cooperation between all
partners.
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ENERGY IS VITAL

ur everyday lives depend on reliable energy
supplies – for lighting, cooking, heating/
cooling or powering equipment. Whether at

work or at home, even a short power cut may
lead to upheaval or discomfort, and sustained
disruption to supplies can have far-reaching conse-
quences, even threatening lives.

Modern economies are built on reliable energy
supplies. Companies producing goods or delivering
services are virtually all reliant on power – whether to
run their machines, power computers or simply light
the workspace. That companies should be reluctant to
invest in equipment and staff when there is no
guarantee they will be able to operate effectively is
self-evident. And where such companies find their
business hindered by lack of energy supplies, they face
the choice of moving elsewhere or seeing their
competitors from other regions or countries taking
over their markets.

In homes too, quality of life suffers from poor energy
supplies. And where a person’s health is at stake, lack
of heat in particular may be terminal. Darkness stops
young people studying to gain the qualifications that
can help an economy grow. And where conditions,
such as lack of reliable power supplies, make
economic activity difficult, people of working age are
far more likely to move away in search of work, leaving
those left behind worse off than ever.

In short, reliable energy supplies are a fundamental
basis for modern life. Where they do not exist, there is
every danger that the problems and hardships this
causes multiply. And whilst energy reliability is
unlikely to be such a country’s only problem, it can
lead into a downward economic spiral damaging it
for the long term.

Fragmentation
The conflicts of the 1990s led to the disintegration of a
unified energy system that stretched from the Adriatic
to the Black and Aegean Seas. What was once a single
system is now several, yet in many areas the
infrastructure is used in ways far removed from those
for which it was designed. Regardless of the frontiers
drawn on maps since the conflict erupted, the now
independent countries still rely on each other for the
smooth functioning of their power supplies.

Unfortunately, lack of trust and the institutions and
framework to build commercial relations means that
reliance is still not absolutely guaranteed. Guns and
bombs were not the only weapons used during the
conflicts. Cutting off power supplies proved to be a
devastating weapon targeted at the civilian popu-
lation, most notably in the winters during the siege of
Sarajevo.

The states of the region therefore need a framework
in which they can cooperate on rebuilding their
energy networks, ensure the stability vital for much-
needed investment, and create the conditions in
which their economies can be rebuilt effectively.
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he European Union is working to integrate its
gas and electricity networks, with the
ultimate aim of ensuring that all energy users

get reliable supplies on the best terms. By
tackling administrative barriers to a common market,
the Union aims to open up competition, thereby
fostering innovation, greater efficiency and a more
effective use of limited resources. Moreover, once the
administrative barriers are gone, our ability to
improve infrastructure and better integrate national
networks, and invest in better energy supplies for the
future will naturally grow hugely.

The nature of energy networks means there are
significant benefits for the EU and its neighbours
from integrating the infrastructure of neighbouring
European states into that of the EU. Indeed, the
optimum arrangement would be networks fully
integrated across the whole geographical continent
of Europe. Whilst developing networks of that nature
will take many years of coordination and huge
investments – just within the 25 EU Member States,
never mind across other European countries too – the
EU and several of its near neighbours have
committed themselves to work towards that goal.

The Energy Community Treaty (1), which entered into
force on 1 July 2006, brings together the EU, along
with Albania, Bosnia and Herzegovina, Bulgaria,
Croatia, the former Yugoslav Republic of Macedonia,
Montenegro, Romania, Serbia and the United Nations
Interim Administration Mission in Kosovo. Turkey is
negotiating to join, while Moldova, Norway and
Ukraine are seeking observer status, and may
eventually join, provided that they take on board the
commitments of membership.

Common aims
The Energy Community Treaty commits all its partners
to working together to develop integrated gas and
electricity networks across their territory. They have
also made a commitment to assist each other in the
event of disruption affecting the networks of one or
more partners if the affected party cannot deal with it.
In time, all partners will implement most of the legal
framework already taken on by EU Member States in
the area of energy networks, including in respect of
competition, environmental protection and increasing
use of renewable energy sources.

The Energy Community owes much to the 1951
European Coal and Steel Community (ECSC) Treaty
which launched the integration process leading to
today’s European Union. Coal and steel were as
significant then as electricity and gas are to today’s
European economies, and the idea then was that
pooling resources and working together in this key
area would encourage greater cooperation across a
wider range of interests. Successful integration of the
partners’energy networks will not only help economic
rebuilding across regions, but help generate greater
trust between neighbouring states and raise
awareness of the value of common efforts across a
wide range of fields.
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he greatest new commitment the parties in
the Energy Community have made to each
other is that of solidarity. Where one partner

experiences problems in its energy networks,
the others have a formal commitment to assisting it.
If, for example, an external energy supplier was to
interrupt supplies to a partner, all others would be
bound to assist it in whatever way possible.

Most importantly, the partners themselves have
made a formal commitment not to disrupt each
other’s networks. That means they cannot cut energy
supplies to put pressure on or disadvantage a
neighbouring state, for instance during political
negotiations. This is a vital guarantee, and a
prerequisite for the economic growth required to
speed their recovery from conflict. Such an approach
could be extended to other troubled parts of Europe.

Outward looking 
The EU and the partner states alike today import a
significant proportion of their energy, whether gas
delivered to final consumers or gas, coal or oil used to
generate electricity. In a world where instability can
threaten either the original supplier countries or
others en route to Europe, ensuring security of supply
has become a priority for governments throughout
Europe.The only credible answer is diversification – of
the energy sources used (including using more
renewables), of the original suppliers and of transport
routes to get them to Europe.

Acting together, the members of the Energy
Community will have greater weight in negotiations
with supplier countries and with transit countries than
they could when acting alone. They will be able to
secure greater flexibility for all members of the Energy
Community, adding value to the guarantee of mutual
assistance by opening up alternative energy sources.

Fair competition
Based as it is on existing rules which apply in the EU,the
principle of fair competition is central to the operation
of energy networks under the Energy Community
Treaty. Trade in electricity and gas between the
partners must be open to competition. Public and
private companies may not enter into agreements
which prevent or distort competition, or abuse a
dominant position. Moreover, governments may not
provide aid to such companies if it distorts competition.

A SHARED COMMITMENT
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he single market (or internal market) is the
fundamental basis of EU policies across a
wide range of fields, and energy is no

different. The Union’s electricity and gas
networks have been opened up to allow generators
and suppliers access to the market throughout the
Union without discrimination on the basis of
nationality. As of 1 July 2007, all consumers will have
the right to choose a different supplier in place of the
previous monopoly gas and/or electricity supplier.

The process of transforming 25 national markets into
an integrated EU gas and electricity market is as yet at
an early stage. Whilst the administrative and
regulatory changes are advancing, the huge invest-
ments needed to modernise and adapt the infra-
structure designed for national networks will take
many years. And it is only once electricity and gas flow
freely across national boundaries in an integrated
European network that consumers will feel the full
benefits of the single market.

Extending the benefits
The partners in the Energy Community will join the
EU’s single market in the electricity and gas sector.
They will benefit from fair competition – generators
will be able to sell surplus electricity to EU Member
States, consumers will be able to choose between
suppliers, and all will benefit from more flexible, more
reliable networks.

In practice, the partner countries have agreed to adopt
EU legislation in the field of network energy, but it is
not a question of overnight change. All partners
recognise that each other’s specific characteristics
require a tailored approach,and each partner state will
require several years to prepare their energy and
regulatory systems for the full introduction of EU rules.
Nonetheless, that commitment each has made allows
the energy industry, and its customers alike, to prepare
for the opening of the single market.

Resilience
The aim of achieving a single energy market across
Europe is about much more than creating
opportunities for energy supply companies. Europe’s
energy networks have developed incrementally, based
on national designs set out decades ago.They no longer
provide adequate capacity for today’s needs, nor do
they show the flexibility essential to cope with demand
peaks or disruption to links in the networks. Developing
greater inter-connection capacity, harmonising tech-
nologies and organisational procedures and better
coordinating external supplies will lead to more reliable
energy networks, better able to continue operating
smoothly in the event of problems.

A SINGLE ENERGY MARKET
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n addition to the legal obligations and the
rights derived from them, that the Energy
Community entails, partners will benefit

from integration in many ways. By working
closely with counterparts in other countries, people
and organisations will learn new techniques and
processes, and they will see how different methods
have worked in practice. In fact, through identifying
examples of good practice, they will benefit from the
experiences of others in modernising their networks,
allowing faster development and at lower cost.

In a network with over 30 countries, there will always
be somebody else facing the same problems,
presenting the opportunity to share efforts to solve
them. And in many cases, a given problem will
already have been tackled by somebody else, leaving
a ready-made solution. The range of contacts will
develop as the Energy Community is consolidated,
but the opportunities for stakeholders to exchange
ideas and knowledge in the electricity and gas sector
– through both formal and informal channels – will
play a big role in fostering the network integration at
the heart of the Community.

Structures
The Energy Community has clear decision-making
and support structures, ensuring that all partners are
fully involved in and committed to the work of the
Community. The Ministerial Council is the political-
level body, which takes key decisions on the Energy
Community’s policies and formally adopts its
rules. The Permanent High Level Group brings
together senior officials from each partner, ensuring
continuity and follow-up of the political meetings of
ministers, and deciding on implementing measures in
some cases.

Regulators from each partner and from the EU are
represented on the Regulatory Board,which advises on
details of statutory, technical and regulatory rules and
makes recommendations in the case of cross-border
disputes between regulators.

Stakeholders from the electricity and gas industries,
including consumers, meet to discuss issues related to
the work of the Energy Community in the Electricity
Forum and Gas Forum. Their conclusions, agreed by
consensus, will go to the Permanent High Level Group.

The activities of the Energy Community are adminis-
tered by the Secretariat (2), in particular by regular
review of each contracting party’s fulfilment of its
obligations under the Treaty. It is also responsible for
ensuring the Energy Community’s budget – to which
all partner countries contribute – is correctly spent and
accounted for. The Secretariat is based in Vienna.

WORKING TOGETHER

(2) http://www.energy-community.org

I

Ministerial Council, June 2006



7

THE ENERGY COMMUNITY

6

FUNDING RENEWAL

ll the partners need to invest to develop,
modernise and renew their energy networks.
Moreover, in accepting the commitments of

membership of the Energy Community, they
have also adopted EU standards of environmental
protection and EU targets to increase the share of
renewable energy sources in the energy mix. Both of
these commitments will require investment if they are
to be fulfilled.

The huge investments required in the partner
countries are estimated at USD 30 billion over the
coming decade to bring their electricity infrastructure
up to EU standards. Moreover, gas networks are largely
underdeveloped in the partner countries, in
comparison with the EU, and so major investment is
also needed here. Situated on the route from the
Caspian, North Africa and Middle East gas reserves to
the EU, the partners are well placed to benefit from the
development of new transit pipelines on this corridor.

Recognising their investment needs, international
donors and financing institutions (IFIs), in particular the
World Bank and the European Bank for Reconstruction
and Development (EBRD), view the partner countries’
commitments to cooperation and market opening
through the Energy Community as a major step
towards creating more favourable conditions for
investment in the energy sector.

In return for that commitment, donors and IFIs are
increasing their investments in energy infrastructure,
generation capacity, and in projects to harmonise
national systems and regulatory systems with those of
the EU’s single energy market. Currently, some
100 projects are being supported financially. More-
over, projects of this nature also allow investment in
improving energy efficiency and in uptake of
renewable energy sources.

The European Commission is coordinating the efforts
of the various donors and IFIs active in the energy
sector in the partner countries. Regular meetings are
held to ensure efforts are complementary and
continue to make progress towards implementing the
Energy Community.
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The European Commission’s Directorate-General for Energy and Transport develops and
implements policy in these closely linked areas. The 2006 Green Paper 'A European
strategy for sustainable, competitive and secure energy' reiterates the need for action
on Europe’s structural weaknesses: energy consumption is rising, while the EU is becoming
increasingly dependent on external sources of fossil fuels, often from politically unstable
regions. We face growing needs for investment to replace ageing, inefficient infrastructure
with more environmentally friendly, modern equipment. And we must reduce our overall
energy consumption and increase the share of home-sourced renewables. But these
policies are just as valid for our near neighbours. Bringing these countries into the EU’s gas
and electricity markets will help them regenerate their energy networks, and with them
their economies, creating a more stable, prosperous Europe for all its citizens.
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he Energy Community is a first step towards
building a strong, reliable gas and electricity
market bringing in the EU’s near neighbours.

The initial focus has been on south-eastern
Europe, since the post-conflict regeneration so vital to
economic stability and growth in the region has been
hampered by unreliable energy supply.

The commitment from all the partners in this region
to work together to rebuild a resilient electricity and
gas network should be a major step along the road to
regeneration, and the hope is that the platform of the
Energy Community will lead to more extensive
cooperation, both in the energy field and in others.

Whilst two partner countries, Bulgaria and Romania,
are expected to join the EU within months, the other
current partners are expected to agree on formal
association with the EU at different rates over the
coming years. The European perspective of the
western Balkan countries was recognised by EU
leaders at the Thessaloniki summit in 2003, and is
currently developing through stabilisation and
association agreements between each country and
the EU. Regardless of progress in other areas,
successful application of Energy Community policies
and measures will allow all the partner countries to
demonstrate their good intentions and progress in
implementing necessary reforms.

The Energy Community will run for an initial period of
10 years. It may then be continued, either by all
partners or by at least two thirds of them.

New challenges
Just as EU energy policy will develop to take account
of changing circumstances, so too will the policies of
the Energy Community. But there is no automatic
change in Energy Community policies as a
consequence of EU policy changes. Partners have to
agree on new policies, when appropriate, for example
following changes in EU legislation.

The membership of the Energy Community is likely to
evolve over time. Given that the optimum electricity
and gas networks would cover the whole of the
geographical European landmass, there are several
additional partner countries for which there would be
mutual benefits in joining. Such countries may
eventually join the Energy Community, provided they
take on board the commitments of membership.

For further information:

http://www.energy-community.org/ 

http://ec.europa.eu/energy/electricity/south_east/
index_en.htm 

http://ec.europa.eu/energy/gas/south_east/index_en.
htm 

FUTURE DEVELOPMENT
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