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 The EAP3 energy sectors have achieved a significant drop in energy intensity since the late 
1990s. Total energy consumption fell by more than 10% between 1998 and 2013, despite high 
GDP growth rates. This was predominantly due to the rise in oil and gas prices and the 
incumbent efficiency potential. Despite major efforts, dedicated energy policies only had a 
moderate impact on efficiency gains. 

 All the decrease in energy demand came from the oil and gas sectors. The demand for these 
products fell by more than 25% between 1998 and 2013. Substitution by nuclear, renewables, 
and especially coal was significant. This stands in marked contrast to aggregate V4 figures, 
where all fuels but coal have experienced an increase in their respective shares in TPES, or the 
EU28, where the growth of renewables relegated all other fuels to the background.  

 High energy prices and intensity levels played a critical role in worsening macroeconomic 
balances in Moldova and Ukraine. Foreign account and fiscal deficits increased substantially 
prior to the 2008 crisis and contributed significantly to the accumulation of public debt and to 
the slow post-crisis recovery. Macro-stability still constitutes a definite constraint on energy 
imports, providing an additional incentive for energy efficiency and supply security. Belarus 
experienced more diverse pass-throughs of high energy prices, in many ways increasing the 
country's dependency on cheap inputs.  

 At the same time, import dependence ratios between the V4 and the EAP3 had leveled off 
by the early 2010s. This was almost equally due to the increase in energy imports in the V4, in 
absolute terms, and the rising domestic production in the EAP3, primarily in relative terms 
(even in absolute terms, internal supply in the EAP3 has grown moderately). By 2013, self-
sufficiency was around 62-67% in both cases, and since then self-sufficiency in the EAP3 has 
surpassed V4 levels. 

 High GDP growth rates between 1998 and 2013 were essential in maintaining the robust 
trend in efficiency improvements. Average annual growth rates in the EAP3 countries were 
almost thrice the EU28 growth rate (4.4% vs. 1.5%) and also exceeded the V4 pace of growh 
(3.2%). On the regional level, growth was driven by the third sector. Maintaining robust 
economic growth is crucial for future intensity trends, too, and its role will increase as the 
incumbent saving potential inherited from the Soviet age declines. Without a moderate 
convergence in economic performance, the current efficiency improvement trend would likely 
become stuck at relatively low levels.  

 Modernization patterns are strongly present in some segments. In many sectors EAP3 
consumptions patterns followed the Western/V4 trajectory with a little time lag. Oil product 
demand in transportation and electricity demand in residential sectors grew similarly to the 
patterns observed in the V4. This incremental growth in demand improved efficiency 
indicators and is predominantly market-driven. This trend may lessen in the years to come, as 
it is related to motorization and the spread of consumer society patterns. 



  

 Industrial and corporate efficiency gains had the biggest input on improving intensity trends 
between 1998 and 2013. Especially after 2007, industrial energy demand fell considerably, in 
particular in sectors with high gas/oil inputs. Unlike Ukraine and Moldova, Belarus was able to 
maintain its high industrial growth rates with stagnating energy demand almost exclusively 
thanks to sharply improving terms of trade. Nonetheless, this is an one-time benefit for the 
region, mainly stemming from the de-industrialization of high energy added-value sectors (in 
Ukraine) and favorable terms of trade (in Belarus). Further industrial efficiency improvements 
increasingly require additional structural drivers and largely depend on major institutional 
factors, like inflow of FDI into industry, macro-stability, and access to capital. 

 Residential demand intensity indicators per capita in heating and cooking were roughly 10% 
and 30% higher than in the V4 and the EU28, respectively. No significant improvements can 
be observed in this subsector. Potential savings in the housing sector will be realized slowly or 
at high social/financial costs. The implications of consumer price distortions, primarily in 
Ukraine, are apparent in the statistics. Unlike the V4, and despite growing import prices, 
aggregate residential gas consumption has grown in the EAP3, primarily due to low 
Ukrainian internal price levels. 

 The heat and electricity generation sectors remain the single biggest efficiency reserve. 
Adaptation is under way, heat generation fell drastically primarily due to the decrease in 
industrial demand. The use of gas and oil product is decreasing. Some positive trends are at 
hand, but major modernization will be unavoidable in the years to come, and it will offer an 
opportunity to redesign the sector. Furthermore, the gradual replacement of heat-only 
generation by combined generation would be desirable in district heating. V4 experiences 
provide a valuable set of applicable policies, even if the situation of the two regions still differs 
in many segments. 

 Energy policies are at different stages of development in the EAP3 region. Energy policy 
mindsets are dominated by industrial logic, supply security and social affordability 
considerations, and supply management ambitions. Efficiency, climate policy, and demand 
management considerations, by contrast, are heavily underrepresented, even if their role has 
been growing. Visegrad experience transfer shall be differentiated nationally, should be 
provided very selectively and only if its implementation is guaranteed. The EAP3 region will 
continue to be capital-scarce and have weaker regulatory capabilities, while its price regimes 
will remain less transparent and less reliable than is typical for the V4 countries. Social 
affordability considerations will play a greater role in the EAP3 nations' energy policy than in 
the latter set of countries. The regional policy context will remain uncertain and constitute a 
bottleneck even for V4 experiences. 

 The general attitude towards V4 energy policy experiences differs in the three EAP3 countries. 
Belarus has a Janus-faced energy landscape, in which diversification and efficiency policies 
are present, but at the same time cheap energy inputs constitute a major driver of growth. 
Government efficiency efforts are isolated rather than being part of a broader strategic 
approach, and they are not underpinned by structural drivers or regulatory activities. 
Nonetheless, the relatively centralized decision-making, the low number of stakeholders and 
clear ownership patterns offer a few unique opportunities for certain activities. In many 

regards, Belarus may provide a more favorable domestic context  especially for residential 

efficiency projects  than some other post-Soviet states. 

 Moldova has created a relatively transparent price and regulatory regime, and a moderately 
favorable investment climate. It has considerable achievements both in the field of import 
diversification and interconnectivity. Moldovan energy markets are liberalized, even if they 
remain under-institutionalized and grapple with low levels of liquidity. Thus Moldovan energy 
policies can adopt a selected set of EU regulations and are capable of sending optimal signals 
to market stakeholders. Current regulatory experiences from the V4 are partly adaptable in 
the fields of EE and RES. 



  

 Ukraine’s energy track record is controversial due to a long history of price distortions and high 
levels of subsidies, accompanied by lack of investments and lack of  clarity about energy policy 
priorities. The country is in a stage where energy demand has been declining steeply, primarily 
due to de-industrialization and macroeconomic imbalances. Consequently, the most 
important challenges are the creation and reinforcement of local regulatory and market 
institutions, the elimination of excessive subsidies and price distortions, and increasing the 
reliability of the investment climate. Furthermore, in Ukraine the maintenance of the current 
self-sufficiency policies will require increasing efforts in the years to come. Thus, the V4 
experiences should  focus more on shaping the country’s energy policy profile, promoting local 
priorities and providing a basic outline for further activities. 

 Shifting energy policy attention towards demand management is a key challenge for the 
years to come. Unlike the V4, where efficiency requirements conform to EU standards and the 
relevant obligations are distributed among market actors, the EAP3 countries address these 
issues through a dedicated central apparatus, based on an industrial logic. Organizations 
established for the purposes of achieving efficiency improvements are relatively weak and 
their activity is impeded by inter-ministerial conflicts. Nevertheless, this tradition is adequate 
in the local contexts, as long as it accompanied by some government-provided support 
schemes and success in adopting secondary legislation. Thus the key question is whether these 
entities will be left alone with the full responsibility for managing demand or receive sufficient 
governmental backing in discharging this responsibility. Efficiency should remain a 
government objective rather than a goal pursued by a single agency, and all related ministries 
and corporations should play a role in the process of achieving it. 

 The refurbishment and replacement of old thermal plants in the generation sector of the 
three countries analyzed is a major task for the coming years. This may require a coordinated 
policy effort and cooperation between different sets of owners and actors. Volatility in 
demand, lack of long-term financing, and the presence of natural monopoly and oligopoly 
situations require a more accentuated regulatory framework in order to allow cost-benefit 
relations to work. The district heating sector poses the biggest challenge in this regard. As 
some Moldovan examples show, in certain cases a deliberate disconnection policy with a 
support regime may be an optimal choice, primarily in rural areas, if the housing stock makes 
it possible. A set of refurbishment actions (like metering, wall insulations) should precede plant 
and network reconstructions. 

 Due to social affordability considerations, social/industrial subsidies will likely remain sizeable 
in these economies. Nevertheless, these countries face a key challenge in defining target 
groups more accurately and ensuring that subsidies are cost-reflective. Excessive subsidies 
may constitute potential hotbeds of rent-seeking practices, could endanger macro-stability 
and distort fuel choice at the micro level. 

 RES policies will remain low-profile in the region. In light of the low level of business 
transparency, large-scale subsidy regimes are neither affordable nor advisable. Nonetheless, 
just as in the V4, biomass potential may be utilized in a financially meaningful way. Total 
biomass and waste consumption in the EAP3 countries was four times less than in the V4. 

Visegrad CHP alone used more biomass than the EAP3 states altogether. Thus, biomass  

except for biofuel production  is a credible option in the residential segments. A mix of 
market creation, technological support, and simplified regulatory procedures may bring visible 
results even in the short-term. 

 Self-sufficiency and import substitution are capital-intensive options. Despite major 
improvements in import reduction over the last decade, given the current scale of investments 
the prevailing level of self-sufficiency is not sustainable in the long run. Thus a reasonable 
import diversification in oil, gas and electricity segments should be considered as a viable 
alternative to self-sufficiency, especially in Ukraine. An exclusive insistence on domestic 



  

supply options would derail sectoral investments and may lead to suboptimal capital 
allocation. 

 The V4 countries and EU donors have implemented a significant number of efficiency 
projects at the municipal level. These projects usually include renovations of district heating 
systems, which involve, among other things, installations of boilers based on biomass fuels, 
reconstruction of municipal public lighting, also using modern LED technologies, or improving 
the energy efficiency of buildings and their insulation. These are funded by EU structural funds 
and through ENI. In order to facilitate more projects and to improve the capacity of Ukraine 
and Moldova to implement EU co-funded projects, the V4 can share with them their 
experience in adapting national legislation to the EU’s energy and climate policy, including 
when the regulatory framework for providing energy services, energy auditing, strategies for 
the renovation of buildings, financial mechanisms for implementing projects, and raising public 
awareness in the field of energy savings. 

 Following the accession of Ukraine and Moldova to the Energy Community Treaty, their energy 
strategy documents identified integration into the energy market of the EU as a long-term 
priority. The only way for Ukraine and Moldova to implement this priority is by first gaining 
access to the emerging regional energy market in Central Europe, with respect both to natural 
gas and electricity. Promoting imports from the West may not only ease concerns about the 
supply of Russian energy, but may also help address the problem of underinvestment in local 
energy sectors. Thus V4 governments should consider the option of including Ukraine and 
Moldova in the work of the V4 High Level Group on Energy Security (V4 HLGES) as part of a 
V4 Plus formula. The V4 HLGES has emerged as a very efficient platform for achieving regional 
agreement on the development of priority interconnectors, which have significantly 
strengthened the security of gas supply in the region. As a result, they provide one of the 
physical foundations of the future regional energy market. Accordingly, Ukraine and Moldova 
should consider the possibility of applying for an observer status in the CZ–SK–HU–RO 
electricity market-coupling, as has Poland, for example. Although the gradual inclusion of 
Ukraine and Moldova in the creation of the regional Central European energy market is a long-
term goal indeed, it should be viewed as a strategic framework for V4-EAP3 cooperation in the 
field of energy. 

 




