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1 Summary 

The aim of this report is to summarize the situation of energy supply and –demand in Albania 
and its correspondence to Austrian activities in the country. This report is seen as the pre-
ceding step for the formulation of an energy sector concept of Albania. 

The character of this report as a “summary” of information from many different sources 
implicates that there may be little differences in certain figures, and some redundancies.  

A draft of this report has been circulated on Jan. 18th, 2006 among some ten experts from 
ADA and other organizations. Reactions concerning this draft have been introduced into this 
final version.  

The report comprises an overview of the energy situation of Albania (chapter 3) and of the 
National Energy Strategy of the country (chapter 3.10). The analysis of partners (chapter 4) 
relies mainly upon presentations and information by the potential partners themselves, an in-
depth analysis of their respective projects, their outcomes and the respective interaction of 
project activities of different partners was not possible due to the limited resources of this 
survey. 

The survey is complemented by some very preliminary recommendations for the future 
engagement of Austrian actors in the country (chapter 7); this will have to be completed by a 
future sector concept. 

The situation of energy supply in Albania is characterized by frequent electricity shortages 
and shut-downs. They are caused by both limited supply, transmission- and distribution 
capacities as well as utilization of electricity for low exergy services like heating.  

Albania has one of the highest shares of renewable energy sources among all European 
countries (more than one third). However, this situation is roughly virtual and due to the very 
low per capita energy demand. The energy-characteristic is more that of a developing coun-
try, than one would expect from an industrialized state in Central Europe (compare chapter 
3.1).  

The attention of the international partners and donors, as well as of Austrian activities, 
seems to focus on the Albanian electricity sector, and on the construction of grids for trans-
mission and distribution, because its problems and failures are the major threat to macro-
economic stability, sustained growth and poverty reduction. Emphasis is, however, almost 
exclusively on the supply side of this sector, practically the refurbishment and the new con-
struction of hydro power plants, which dominate Albania’s electricity production, on new 
thermal generation capacities, and on electric connections to neighbouring countries and the 
European grid system. 

The Athens process will foster the interlinkage of the countries in South Eastern Europe, 
including Albania, in terms of energy. Its focus is on electricity- and natural gas lines. How-
ever, currently natural gas lines bypass Albania. The Athens process does not look at energy 
as a whole and is not intended to generate energy saving or demand side measures. Un-
doubtedly, exchange of electricity over borders and between countries would save costs. 
The concept of “energy banking”, for example, an international division of electricity produc-
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tion, would allow Serbia to provide base load from its thermal power plants in exchange for 
peak load from the hydro power plants in Bosnia and Albania. 

The demand side of the Albanian energy system, however, seems to accumulate little em-
phasize by the international donors community 

Albanian households consume around 60 % of the generated electricity for heating, cooking, 
lighting and other services. But 17 % of Albanian population or 55% of rural communities rely 
on firewood for cooking and heating. Nevertheless, bio-energy is widely ignored in the Alba-
nian National Energy Strategy as well as in projects of international donors. Moreover, it is 
even perceived as a source which should be substituted for by LPG (see 3.11). This recom-
mendation in the National Energy Strategy reveals a striking failure of the perception of the 
possibilities of modern bio-energy systems. 

Utilisation of bio-energy could substitute for electricity for heating and cooking services. 
Modern bio-energy systems have low emissions, high efficiencies, they utilize a mainly 
indigenous renewable resource of energy, their implementation creates local income. More-
over, modern wood heating systems are an Austrian technological speciality. 

Solar thermal applications can substitute for electricity for preparation of hot water. An ongo-
ing project with Austrian participation focuses on that. 

 

1.1 Zusammenfassung 

Ziel dieses Berichtes ist es, die Situation der Energieversorgung und des Energieverbrau-
ches von Albanien zusammenzufassen und Zusammenhänge zu österreichischen Aktivitä-
ten aufzuzeigen. Der Bericht versteht sich als vorbereitender Schritt für die Formulierung 
eines Sektor-Konzepts für den Albanischen Energiesektor.  

Der Charakter dieses Berichtes als „Informationssammlung“, die auf eine Reihe verschiede-
ner Quellen aufbaut, kann zur Folge haben, dass es bei einzelnen Zahlenwerten zu gering-
fügigen Differenzen kommen kann; weiters sind einige Redundanzen im Text nicht auszu-
schließen. 

Eine vorläufige Version dieses Berichtes wurde am 18. Jänner 2006 an einige Experten der 
ADA und anderer Organisationen verschickt. Reaktionen auf diesen Bericht wurden in diese 
Endversion integriert. 

Der Bericht gibt einen Überblick über die Energiesituation Albaniens (vgl. Kapitel 3) und über 
die nationale Energiestrategie (Kapitel 3.10). Die Analyse der Partner (Kapitel 4) baut im 
wesentlichen auf Präsentationen und Informationen dieser Partner selbst auf. Eine detaillier-
te Analyse der jeweiligen Projekte, ihrer Ergebnisse und der Interaktion der Projektaktivitäten 
verschiedener Partner war in diesem Bericht aus Ressourcengründen nicht möglich. 

Der Bericht wird mit einigen nur umrissartig skizzierten Empfehlungen abgerundet, die das 
mögliche zukünftige Engagement österreichischer Akteure betrifft (vgl. Kap. 7.1). Diese 
Arbeit zu detaillieren, bleibt einem zukünftigen Sektor Konzept vorbehalten. 
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Die Situation der Energieversorgung Albaniens ist durch häufige Unterbrechungen und 
Abschaltungen der Elektrizitätsversorgung charakterisiert. Diese werden sowohl angebots-
seitig verursacht, durch fehlende Produktions-, Übertragungs- und Verteilungskapazitäten, 
als auch durch den Verbrauch elektrischer Energie für Dienstleistung mit niedrigem Exergie-
bedarf, wie die Raumbeheizung. 

Albanien weist unter allen europäischen Ländern einen der höchsten Anteile erneuerbarer 
Energieträger an der Primärenergieversorgung auf (mehr als ein Drittel). Beim näheren 
Hinsehen erweist sich dieser Wert allerdings als durch den niedrigen Pro Kopf Verbrauch an 
Energie hauptsächlich künstlich zustande gekommen. Die Energiecharakteristik erinnert in 
vielen Zügen eher an die eines Entwicklungslandes als an diejenige, die man von einem 
industrialisierten Land Zentraleuropas erwarten würde (vgl. 3.1). 

Die Aufmerksamkeit der internationalen Gebergemeinschaft und Partner, wie auch der 
österreichischen Aktivitäten, scheint sich auf den albanischen Elektrizitätssektor zu fokussie-
ren, sowie auf den Bau von Übertragungs- und Verteilungsnetzen, weil fehlende Elektrizi-
tätsversorgung als wesentliches Hindernis für makroökonomische Stabilität, nachhaltiges 
Wachstum und die Reduktion der Armut im Land wahrgenommen werden. Dabei scheinen 
sich die Aktivitäten auf die Versorgungsseite zu konzentrieren, hauptsächlich auf die Wie-
derherstellung und den Neubau von Wasserkraftwerken, die die albanische Elektrizitätspro-
duktion dominieren, auf neue thermische Erzeugungskapazitäten, und auf den Ausbau von 
elektrischen Verbindungsleitungen mit den Nachbarländern und die Verbindung mit dem 
europäischen Netz. 

Der „Athens-Prozess“ wird die Zusammenarbeit im Energiebereich der Länder Südosteuro-
pas – Albanien eingeschlossen – fördern. Der Prozess ist auf Elektrizitäts- und Erdgaslei-
tungen begrenzt. Derzeit ist Albanien allerdings nicht an das internationale Erdgasleitungs-
netz angeschlossen. Der „Athens-Prozess“ nimmt sich nicht des gesamten Energiethemas 
an, betrifft nicht Energieeinsparungen oder verbraucherseitige Maßnahmen. Ohne Zweifel 
kann man durch den Austausch von elektrischer Energie über Grenzen und zwischen Län-
dern Kosten sparen. Das Konzept des „Energy Banking“, eine internationale Verteilung der 
Produktion, beispielsweise, würde Serbien und Montenegro empfehlen, mit seinen Kohle-
kraftwerken Grundlast zu produzieren und dafür zu Zeiten von Spitzenbedarf elektrische 
Energie aus Wasserkraftwerken aus Bosnien und Albanien zu beziehen. 

Die Nachfrageseite des Albanischen Energiesystems scheint hingegen nur geringe Auf-
merksamkeit auf sich ziehen zu können. 

Die albanischen Haushalte verbrauchen etwa 60 % der elektrischen Energie zum Heizen, 
Kochen und für andere Dienstleistungen. Aber 17 % der albanischen Bevölkerung – bzw. 
sogar 55 % der ländlichen Kommunen – hängen beim Kochen und Heizen von Biomasse 
(Feuerholz) ab. Dennoch wird Biomasse in der Nationalen Energiestrategie Albaniens weit-
gehend ignoriert, wie auch in Projekten der internationalen Geber. Mehr noch, Bioenergie 
wird sogar als Energieträger angesehen, der durch Flüssiggas (LPG) ersetzt werden sollte 
(vgl. Kapitel 3.11). Eine entsprechende Empfehlung in der Nationalen Energiestrategie 
deutet auf eine Fehleinschätzung der Möglichkeiten moderner Systeme zur Nutzung der 
Bioenergie hin. 
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Der Einsatz von Bioenergie könnte elektrische Energie für Heiz- und Kochzwecke ersetzen. 
Moderne Bioenergiesysteme zeichnen sich durch niedrige Emissionen und hohe Effizienz 
aus. In ihnen wird hauptsächlich eine einheimische erneuerbare Ressource genutzt, bei 
ihrem Einsatz gibt es bedeutende lokale Wertschöpfung. Darüber hinaus stellen moderne 
Biomassesysteme eine ausgewiesene österreichische Spitzentechnologie dar. 

Solarthermische Systeme können elektrische Energie für die Produktion von Warmwasser 
ersetzen. Ein laufendes österreichisches Projekt konzentriert sich darauf. 
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2 Methodology of Review 

For this review, the following methods have been applied: 

• Electronic survey; 
• Survey of studies and reports; 
• Survey of non published studies and reports (“grey literature”), if provided by part-

ners; 
• Analysis of secondary literature, if relevant; 
• Interviews with key persons: personally, per telephone and per Email; 
 

A draft of the report was circulated among experts from ADA and AEA and other organisa-
tions; reactions referring to this draft have been introduced into the final version. 

The aim of this paper is to summarize and analyze information which is relevant for the 
energy sector of Albania and for the co-operation between Austria and Albania in this sector. 
For this purpose, relevant parts of studies have been taken into this report to have them 
available for future analysis and evaluation work in one document.  

The Sector Review shall in a second step, which is only shortly drafted in this report (see 
chapter 7), result in a Sector Concept. 
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3 Analysis of Energy Sector 

3.1 Energy situation in Albania 

Until 1989, Albania was an exporter of electricity, which changed significantly in the 1990ies. 
The structure of primary energy demand is as follows: 

Tab 1: structure of primary energy demand for Albania for 2003 (source: National Energy 
Agency of Albania, 2004) 

Primary energy   100 % 
Oil     62 % 
Hydropower    24 % 
Wood, Biomass   11 % 
Coal      2 % 
LPG1, gas      1 % 
 

Primary Energy Demand Albania: 94 PJ

Biomass
8,8%

Oil
66,3%

Hydropower
22,8%

Coal
1,0%

Gas
1,2%

 
Fig. 1: Primary energy demand Albania (source: AEA, enerCEE) for 2004 

                                                      

1 Liquefied Petroleum Gas (LPG) is predominantly a mixture of hydrocarbon gases (mainly propane (C3H8) and 
butane (C4H10)). These gases can occur either individually or in combination. Under pressure, these gases liquefy, 
hence the term liquefied petroleum gas. LPG can occur naturally with other hydrocarbons such as wet natural gas in 
oil and gasfields, or it can be extracted at oil refineries during the production of other petroleum products. 



 
Analysis of Energy Sector 

  7

0,00 50,00 100,00 150,00 200,00

GE

AL

MD

BIH

MK

SCG

RO

HR

LV

BY

PL

LT

H

BG

UA

SLO

SK

A

EU (15)

EST

CZ

RUS

GJ/capita

Coal
Oil
Gas
Biomass
Nuclear Energy
Hydropower
Wind, PV, Geothermal

 
Fig. 2: Per capita primary energy demand of Albania (second from bottom), as compared to 
other European countries (source: calculations by AEA) 

 

3.2 Responsibilities in the Administration 

The Ministry of Economy, Trade and Energy of Albania is in charge of the energy sector. 

The National Energy Agency is a follow-up to the National Committee of Energy. The 
Agency is an institution under the auspices of the Minister responsible for energy matters. It 
advises the Government on energy matters. The Agency prepares and monitors the imple-
mentation of the national energy strategy. It presents studies and proposals for the enact-
ment of laws and regulations in the energy field related to problems of particular importance 
for the national economy and for the country’s energy policy. 

The National Oil Agency was created in 1993 and regulates the oil and gas industries. It 
was established within the framework of the Synergy2 Program.  

The Ministry of Environment of Albania is responsible for implementation of the state 
policy in the field of nature protection, rational use of natural resources, ecological, nuclear 
and radioactive safety, arrangement of ecological preconditions for sustainable development, 
etc.  

The Electricity Regulatory Authority (ERE) ERE was set up in September 1999 in charge 
of the regulation of tariffs. Five commissioners, appointed by the government, form the 

                                                      

2 SYNERGY was a co-operation programme managed by the Directorate General for Energy and Transport (DG 

TREN) of the European Commission. It financed co-operation activities with non EU countries in the field of the 

formulation and implementation of energy policy to the mutual benefit of all parties concerned.  
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governing body of the agency. The ERE is responsible for approval of tariff and price, licens-
ing of companies in electrical energy sector and monitoring of their activity. It is financed 
from the licensing fees. 

Among present issues are  

• approval of secondary legislation such as: transmission tariff, code of transmission, 
market rules etc;  

• unbundling and privatization of KESH  
• deregulation of the electricity market  
• commercial and technical losses in the networks  
• integration into the Southeast European regional market according to the Thessalo-

niki Agreement.  
 

Albania-EU Energy Efficiency Centre (EEC) (see http://www.eec.org.al/) began as an 
action under the SYNERGY Programme in April 1993 and was officially established in No-
vember 1995 with the full support of European Commission and Albanian Government. By 
establishing EEC, the Albanian Government has fulfilled part of its commitment under "The 
Protocol of the Energy Charter Treaty for Energy Efficiency and the Environmental Aspects 
concerned with it", which Albania signed in 1995. EEC is collaborating with other countries to 
promote and improve the energy efficiency of the Albanian economy and to protect the 
environment. EEC provides the technical and other expertise to make this possible. It also 
promotes the use of renewable energy sources.  

Energy Study Application Institute advises on specific energy issues, energy auditing and 
energy efficiency.  

REC Country Office Albania is an office of the Regional Environmental Center for Central 
and Eastern Europe in Albania.  

Albanian Ecological Club International Friends of Nature 

The Albanian Ecological Club has 3700 members. It organized the first Environmental Engi-
neer postgraduate student of Tirana University in March 2004 and wrote a project for the first 
Biogas Plant in Albania using manure from 200 cows. The club hopes to publish how to 
construct solar panels for hot water in its ecological magazine "Round and round". It aims to 
create new experience especially with young people to work for more biogas plants and 
other Renewable Energy activities. 

 

3.3 Energy Policy, Legislative Background, Funds and 
Programmes 

Albania's energy policy is described in a document prepared by the National Committee of 
Energy in 1996. The “Albanian National Strategy of Energy" raises concerns about the 
environmental un-sustainability of the current energy systems. It stresses the need for global 
approaches and co-operation. 
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The specific objectives of the National Energy Strategy are to:  

• increase security and reliability of the energy supply;  
• establish an efficient energy sector, sustainable both financially and technically;  
• establish effective institutional and regulatory framework and restructure energy 

companies;  
• increase energy efficiency in generation/production and final use of energy sources;  
• optimize the supply system with energy sources based on the least cost planning 

principle with minimal environmental pollution;  
• increase investments in the energy sector by both International Financial Institutions 

and private capital;  
• establish a competitive electricity market according to EU requirements and fulfil Al-

bania’s obligations under the Athens Memorandum, to support the energy sector in-
tegration into the Southeast Europe Regional Electricity Market.  

 

Two scenarios of the Albanian Energy System development are anticipated. According to the 
first, passive, scenario the Action Plan is implemented inadequately that may lead to total 
collapse of the energy system. The second, active, scenario foresees implementation of 
additional measures, such as increasing energy efficiency and introducing alternative energy 
sources.  

In the recent EU Albania Progress Report it is acknowledged that Albania has undertaken 
some bold steps to restructure and liberalise the energy sector. However, more has to be 
done, to overcome the current energy crises, an example of which has been the recent 
government decision to introduce electricity rationing as a result of power shortages.  

Albania has also played an active role in the establishment of the Energy Community Treaty 
for South East Europe (see 5.1), especially during its presidency of the Athens Process 
between January and June 2004, when the treaty negotiations started. The treaty is aimed at 
creating a regionally integrated energy market for electricity and natural gas as part of the 
wider EU market. 

Legislative background 

Albania signed the Energy Charter Treaty in December 1994, which will serve as the legal 
basis for co-operation between the signatory countries in the energy field. 

Law "On Electrical Power" 

The purpose of this law is to enhance economic effectiveness and the quality service in the 
sphere of generation, transmission and distribution of electricity ensuring the public interest. 
It regulates the conditions of activity in the sector of electrical power, the rights and duties of 
the physical and juridical persons, as well as of the state administration.  

Law “On Mining” 

The management of solid fuels and mineral resources in Albania is governed by the Mining 
Law Nr. 7491/1994 and supported by the Law on the Privatization of Commercial Entities 
Operating in the Mining Sector, Nr. 8026/1995. The Law on Privatization allows the privatiza-
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tion of all state entities operating in the mineral sector. There is no restriction as to the na-
tionality of the "strategic investor", although that term is not properly defined. 

 

3.4 Energy Market Actors 

3.4.1 Electricity Market 

The Albanian Power Corporation (KESH) (see also 4.1.4, and 9.2) 

KESH is a state-owned monopoly. It is responsible for production, transportation and distri-
bution of electricity in most of the country. The company is undergoing restructuring and is 
implementing a comprehensive programme for modernisation and rehabilitation of the en-
ergy sector financed by international donor institutions as well as through own funds. It is 
intended after privatisation to divide the company into three entities responsible for produc-
tion, transportation and distribution.  

Lahmeyer International GmbH recently completed a Power Sector Rehabilitation and Re-
structuring Project Report, Proposing Structure of Distribution, Generation, Privatization 
Approach, Demand – Supply Balancing: Scenarios, Prospects for competition, Private Par-
ticipation in Generation, Organizational Structures and a new Accounting System for the 
Albanian Electricity Market. 

Shkoder, Elbasan and Vlora: These three private companies share the distribution of elec-
tricity in the remainder of Albania.  

3.4.2 Oil and gas markets 

Privatisation is in progress in the oil and gas sector. The privatisation process of Albpetrol 
(production), ARMO (refinery) and Servcom (distribution) has already started.  

Albanian Petroleum Corporation (APC)  

APC is a public company that is the main operative group on the market. It supervises 3 
companies:  
Albpetrol is as state company transformed in company by actions in 1995, dominates the 
upstream and downstream oil and gas markets, of which it is entirely responsible. This 
company held the monopoly of the exploitation of oil and gas until 1993 dates at which 
foreign companies were authorized to operate. Albpetrol recently lost the monopoly of explo-
ration.  
Armo is in charge of oil products refining and distribution.  
Servcom deals with the drilling and the development of the fields.  
 

3.4.3 Coal market 

According to a country profile on Albania done by the World Energy Council, high production 
costs, poor coal quality and difficult mining and geological conditions were the major con-
straints in making the domestic coal sector prosperous and economically viable in the longer 
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term. The closure of mines started in 1990, and their number was reduced from 19 in 1990 
to 5 in 1997. Coal production has declined continuously from 2.07 Mt in 1990 to 0.11 Mt in 
1995 and 0.035 Mt in 1997. Thus, the coal industry has been almost fully liquidated. The 
number of miners decreased from 16 621 in 1990 to 1067 in 1997.  

To maintain or reinvigorate coal production, it would be necessary to restructure the industry, 
i.e. concentrate production in a small number of more effective mines.  

The production results from 8 mines: Memaliaj, Mborje-Drenove, Gore, Verdove, Alarup, 
Krabe, Mushqeta and Priske 

 

3.5 Energy Supply 

3.5.1 National resources 

Albania has limited oil reserves (22 Mt). It has significant reserves of lignite (712 Mt), how-
ever at high sulphur content (more than 3 %) and slightly developed. 

According to the Albanian Institute of Statistics, the share of country resources in the total 
energy production decreased significantly in the period between 1998 and 2001, falling from 
83.9% to 48%. The low level of production resulted from both deterioration of the existing 
installations and lack of investments. There are two other important factors worsening the 
situation, namely lack of a long-term strategy for the development of domestic energy re-
sources and centralisation of the energy sector. 

 

3.6 Electricity 

The attention of the international partners and donors has been drawn to the Albanian elec-
tricity sector, because its problems and failures seem to be the major threat to macroeco-
nomic stability, sustained growth and poverty reduction. In the following, assessment from 
the World Bank and from EBRD are summarised.  

In the early 1990s, the country was virtually 100% electrified and was a net electricity ex-
porter, with exports of around 20% of the domestic generation in 1991-1992. However, the 
electricity sector infrastructure was in a poor state of repair because of neglect of mainte-
nance, outdated equipment and overloading. There were frequent power outages due to 
overloading of facilities and the predominantly hydropower-based system was vulnerable to 
variations in hydrological conditions. By 1992, demand within Albania had fallen to 79% of 
the 1989 level of 3,514 GWh because of declines in industrial production. Thereafter it rose 
by 10.4% per year to 6,160 GWh in 2000. This increase was due mainly to a sustained surge 
in consumption by residential and commercial consumers, largely a result of a failure to curb 
illegal use of electricity and non-payment of bills. Failure by the Government and KESH to 
address these issues led to suspension of donor assistance to the sector in 1998. 



 
Analysis of Energy Sector 

  12

From being a net exporter of electricity until 1997, Albania has had to import increasing 
quantities of electricity (from 300 GWh in 1998 to over 2,200 GWh in 2002). By 2000, a 
serious electricity shortage had set in, when domestic generation fell significantly during the 
dry cycle. This shortage resulted in frequent and prolonged load shedding. At its worst, in 
2002, domestic generation met only 50% of demand and load shedding reached 850 GWh. 
The country was unable to get all the electricity it needed primarily because of transmission 
and financial constraints. Also, the quality of electricity supply was (and continues to be) 
poor, with serious outages resulting from recurrent breakdowns in the transmission and 
distribution systems, voltage fluctuations, etc. The load shedding and outages not only 
resulted in disrupting the production of goods and services and adversely impacting the 
quality of life of electricity consumers, they also led to widespread purchases and use of 
costly back-up diesel generators by consumers. 

KESH was unable to pay for the imports needed out of its own resources because of finan-
cial difficulties caused by the widespread illegal use of electricity, poor collection of electricity 
bills, and low retail electricity prices. In 2000, the Government began providing a subsidy to 
cover the difference between the cost of imported electricity and the revenue from its sale, 
but its high level (about US$ 24 million in 2002) diverted funds from other critical needs.  

Significant progress has been made since the beginning of 2001 in addressing these issues 
as a result of the implementation of an Action Plan agreed by the Government with the 
donors. Electricity losses have been reduced, tariffs increased and collections improved; 
household demand growth has slowed significantly. As a result of the reduced illegal con-
sumption, higher tariffs and improved collections, collected revenue increased from Lek 8.7 
billion in 2000 to Lek 26.9 billion in 2004. Improved hydrological conditions since 2003 have 
contributed to increased domestic generation (4,890 GWh in 2003 and 5,390 GWh in 2004), 
as a consequence of which load shedding has reduced but is still significant (680 GWh in 
2003 and 560 GWh in 2004). Donor assistance to the sector was resumed in 2001 after 
achievement of the targets for the first quarter. 

The need for electricity imports will continue to grow for some years, even under average or 
better hydrological conditions, because of insufficient committed new power generating 
capacity. Domestic generation under average hydrological conditions is about 4,200 GWh. 
Demand is estimated to grow to 8,000 GWh by 2010. One new power plant is being built, a 
combined-cycle plant being financed by the World Bank, EBRD, EIB and KESH with pro-
jected annual production of about 900 GWh from 2008 on. Further increases in domestic 
generation will not occur until 2009, at the earliest. Thus, for the foreseeable future, Albania 
will continue to be the Country with the greatest dependence on electricity imports in the 
Balkans. 

In 1995, the Government, with assistance from the World Bank, began the process of re-
forming the power sector. A comprehensive Regulatory Law was enacted in 1995, and in 
mid-1996 the ERE was established. In August 1995, Parliament approved an Electricity Law 
providing for unbundling and possible privatization of the sector and involvement of inde-
pendent power producers, and a Law on Privatization of the Electric Power Department 
providing for privatization of the power sector. In October 1995, the municipal power distribu-
tion companies of Elbasan, Shkoder and Vlore were separated from KESH and converted to 
joint-stock companies. The objective was to privatize these companies quickly as a pilot 
experiment and then to privatize the rest of distribution. KESH itself was converted to a joint-
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stock company. In October 1995, Parliament approved a law requiring that at least 30% of 
the shares of a privatized power sector entity be sold through the mass privatization program 
and at least 30% of the shares be reserved for a strategic investor. In November-December 
1995, 30% of the shares of Elbasan, Shkoder and Vlore were auctioned in exchange for 
vouchers. However, these shares were dispersed among many purchasers, so only the 
Government was able to exercise much influence on the management of these corporations. 

The installed electricity capacity of 1.6 GW is hydroelectric at 90 %, the remainder being 
produced mainly from diesel power plants. Hydroelectricity is produced by three main power 
plants located in the north of the country: Koman (600 MW), Fierze (500 MW) and Vau Dejes 
(250 MW). After a rapid growth until 1996 (+11%/year on average), the electricity production 
decreased until 2002 (- 7.6 %/year on average). However in 2003 it reached its level of 1996 
(5.7 TWh/a). 

Work of rehabilitation of the transport-distribution networks allowed a significant reduction of 
electricity losses which decreased from 50 % on average until 2001 to 35 %. 

According to the EBRD Country Profile of Albania, since 1992 the country has been experi-
encing an extreme growth of the power consumption, with an average annual increase 
reaching 8.6 %. This has been fuelled by a number of factors, namely tariffs below costs, 
electricity theft and a low level of payment of electricity bills. In addition, due to a reduced 
river flow in 2001 – 2003 the power supply decreased substantially. Albania’s capacity to 
import electricity is impeded by a deteriorating transmission system. Hence, two factors 
combined, artificial rise of the energy demand and reduction of the energy production, re-
sulted in an economic crises.  

The production of power has been nearly sufficient to meet the demands throughout the 
1990’s. However, the consumption of power, not always legally, and system losses from 
damage and illegal connections has weighed a heavy toll on KESH, Albanian state-owned 
Power Corporation. Despite these problems, KESH has continued to maintain a healthy 
power trade, with many years as a net exporter of power. 

State and international efforts have intensified to restructure the state-owned electricity 
company. Under an action plan (agreed by the government and donors) monitored by the 
World Bank bill collection improved to 93 % of electricity supplied in 2004, compared to 61 % 
in 2000. Electricity losses, technical and non-technical, fell from 43 % in 2000 to 37 % in 
2004 of total supply.  

In an effort to reduce electricity shortages and excessive demand, a two-tiered tariff structure 
was adopted. As a result of losses and system damage resulting from electricity theft strong 
penalties are beginning to be implemented. Additionally, strong penalties for non-payment of 
electricity bills are being implemented in an effort to bring KESH back to profitability.  

As regards to the privatisation of KESH, in the years between 2001 and 2005 several re-
peated tenders were announced. All failed though, since only one bid was received, and 
three are required by law. The government’s plan is to complete the privatisation of the 
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company until 2007. Since the beginning of 2005 it has stopped subsidising electricity im-
ports.3 

Losses in network decreased by 3.3 % in the first half of 2005 compared with the same 
period of the previous year. The quantity lost composed 33.3 % of the total electric power 
supply. Losses in distribution are still an important component of the total loss in network, 
covering so 86.8 percent % of it. As in the previous year, January was the month, which 
indicated the highest losses. The daily average of losses is 6.7 GWh or 36.8 percent lower 
than the first half-year of 2004.  

The severity of the electricity crisis and its impact led to the assessment that the “precarious 
power situation remains the major threat to continued macroeconomic stability, sustained 
growth, and poverty reduction” (World Bank Country Assistance Strategy for Albania, May 
2002). 

Although progress has been made in addressing the factors contributing to the crisis and in 
improving sector performance, there still remains much to be done. This note provides 
background information on sector performance and the current state of sector reforms, and 
identifies priority actions to be taken for achieving sustainable sector improvements. 

Electricity-cut-offs are frequent in Albania. As was reported in November 2005, from the 
Office for Technical Cooperation of the Austrian Embassy, Tirana, for example, electricity 
was cut off 4-6 hours per day, on one day the office did not have electricity from 7.30 until 
17.30. “It is said that the situation will not get better in the near future. People speak of an 
energy crisis that will last for several months. …” (comm.. Opancar). 

Cut-offs of electricity have many consequences: lighting, household machinery including 
pumps for hot water circulating (central heating systems), pumped solar thermal installations, 
pumps for drinking water supply (if applied) are out of use. Computers, industry, workshops 
will be out of use. If available, diesel engines or photovoltaic systems with battery backup 
systems can produce the electricity, but the price of this electricity will be among the highest 
in Europe (for the poorest country in Europe). 

In November 2005, there were the most severe electricity cut-offs of the past five years. IN 
Tirana, electricity was cut off up to 10 hours per day, in rural areas up to 20 hours. produc-
tion companies without diesel generators had to close their production. 

(WKO, AWO Branchenreport) 

                                                      

3 Comment Bledar Dollaku: no initiative is known for the privatization of the whole KESH. Tendering in Albania is 
generally a delicate issue and frequently associated with the perception of corruption. 
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Electricity Production by Energy Carriers Albania
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Fig. 3: Electricity Production in Albania by primary energy sources in 2004 (source: AEA, 
enerCEE) 
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Fig. 4: Relative electricity demand of Albania (third from bottom), as compared to other 
European countries (source: AEA, enerCEE), for 2004 
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3.6.1 Electricity Exchange 

Albanian Electricity Exchange (see Fig. 5 and Fig. 6) shows a strong dependency on imports 
from the neighbours Greece and Serbia & Montenegro. According to UCTE, there is no 
electricity exchange with Macedonia. 
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Fig. 5: Annual net electricity exports and –imports of Albania for the years 2003 to 2005 in 
GWh per year. Source: Data provided by UCTE (www.ucte.org); AEA 
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Fig. 6: Annual net electricity export from and import to Albania, from and to CS (Serbia & 
Montenegro) and GR (Greece) for the years 2003 to 2005 in GWh per year. Source: Data 
provided by UCTE (www.ucte.org); AEA 
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3.7 Fossil Energy Sources 

3.7.1 Oil  

The oil production of Albania is low (0.4 Mt in 2003). However, the oil industry is the most 
important industry in Albania. After being divided by 2 between 1990 and 1992 and de-
creased by 7 %/year on average between 1992 and 2001, oil production goes up slightly. 
The two refineries located at Ballshi and Fier have a refining capacity of 17,800 bl/day and 
8,500 bl/day respectively. The low production of oil does not make it possible to ensure the 
totality of the demand and the country must import (1.1 Mt in 2003 against 0.1 Mt in 1995).  

The country has two decayed pipelines. The first one connecting the oil fields to the storage 
terminal of Vlora and the two refineries (162 km) and the second one for the imports and 
exports connecting the refinery of Ballshi to Vlora (52 km). 

In December 2004 the prime ministers of Albania, Bulgaria and Macedonia signed a Memo-
randum of Understanding with AMBO, an US company. AMBO is going to build a 913-km oil 
pipeline from the Bulgarian Black Sea port of Bourgas to the Albanian port of Vlore on the 
Adriatic Sea. It will pass through Albania, Macedonia and Bulgaria. The pipeline will transport 
oil from Russia, Azerbaijan, Turkmenistan and Kazakhstan to western Europe and will have 
a capacity of 750.000 barrels/day. A feasibility study for the AMBO project, funded by the 
U.S. government, was successfully completed in September 2002, with the Albanians ap-
proving the proposed route across their territory in December 2003. The project is estimated 
to cost $1.2 billion, of which $930 million will be provided by international donors such as the 
World Bank, the European Bank for Reconstruction and Development, the International 
Monetary Fund, the U.S. Export-Import Bank and the U.S. Overseas Private Investment 
Corporation. 

Such foreign oil companies as Royal Dutch/Shell (Netherlands/UK), OMV (Austria), Lundin 
Petroleum (Netherlands) and INA (Croatia) already operate in Albania and have invested a 
total of US$350m.  

3.7.2 Gas 

Albania extracts natural gas only in small quantities, 11.6 Mm3 in 2003. Albania is not con-
nected to the international natural gas pipeline network. 

3.7.3 Coal and lignite 

After a peak of 2.2 Mt in 1989, the production of ignite decreased quickly until 2001 reaching 
0.02 Mt. It slightly recovered in 2003 (0.08 Mt). The production results from 8 mines: Me-
maliaj, Mborje-Drenove, Gore, Verdove, Alarup, Krabe, Mushqeta and Priske. The facilities 
are outdated and lignite extraction involves significant losses. Albania does not import coal.  
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3.8 Renewable energy 

3.8.1 Hydroelectric Resources 

Albania is known for its enormous hydropower potential. So far, the country has exploited 
only 35 percent of the total potential. The average output from hydropower is 4,169 GWh. 
Total hydropower reserves are estimated at around 3,000 MW. Potential annual generation 
may reach up to 10 TWh. New plants in the southern part of Albania (Vjosa and Devoll) have 
been successful in exploiting nearby rivers. 

The Albanian Power System (APS) was created in 1957, but its origins come long before. 
The total installed capacity is about 1,650 MW from which 1,446 MW (87.2 %) are HPP-s 
providing more than 95 % of total electricity supply. Three HPP-s constructed on Drini River 
(in the north of Albania) compose 80 % of the country’s installed capacity. The annual gen-
eration capacity of the country has been approx. 3,300 – 3,500 GWh, reaching 5,800 GWh in 
1996. With an average annual rainfall of 1,500 mm and an average available head of about 
600 m, there is still an enormous potential to be developed.  

The energy production is highly dependent on the hydrological situation. The system faces 
great difficulties in dry years. KESH, the operator of the APS, is also encountering problems 
with the technical and “non-technical” losses. The electricity demand has increased consid-
erably over the last 10 years. The residential sector consumes over 60 % of electricity pro-
duction. Most heating systems are run by electricity. Through insulation of buildings about 
one third of energy for heating could be saved. 

Apart from the large and medium sized HPP-s, there are 83 small hydropower plants (SHPP-
s) in Albania (owned by KESH) ranging from 0.05 to 1.2 MW4, most of them built before 
1970 and shut after the construction of the big hydro power plants in the 1970ies. Their 
installed capacity is 14 MW (this represents 1 % of the APS hydropower capacity) and the 
average annual production has been about 50 million kWh. Their utilization scheme is often 
incorporated for electricity generation and irrigation. Most of them are connected to the 
national grid. Actually these SHPP-s are in poor working conditions or out of work because 
of the outdated technology, lack of spare parts and poor maintenance. The production level 
in recent years is about 12 GWh. 

“In 1999 the nee law on privatisation of hydroelectric power plants was adopted that put the 
following into effect:   

- 22 plants are not privatised. According to a World Bank study, they will be privatised on 
a concession basis through a tender announced by the World Bank.    

- In 2001 30 plants were privatised on a concession basis, 25 of which were bought by an 
Italian company and 4 – by Albanian ones. One plant retained its previous ownership. 

                                                      

4 A study by consultant Posch and Partners evaluated the small hydro plants in Albania. Contact: Posch & Partners 
Consulting Engineers, Tel.: +43 (512) 28-28-48, posch@pap.co.at, http://www.pap.co.at 
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Most of these plants are operating, however their capacity is reduced and they require 
renovation.  

- 16 plants are left open.  

- 14 plants were privatised in an auction. These plants are functioning, experiencing some 
difficulties though, because KESH is not obliged to purchase electricity from them. These 
plants are also functioning, however their capacity is reduced and they require renova-
tion. 

- Albania uses only about 35 % of its water resources for electricity production. In the last 
years a number of studies identified locations appropriate for the construction of hydro 
electric power plants. Concession applications for 26 locations have been submitted to 
the Albanian ministry of economy, and 3 of them have been successful. New studies are 
being carried out.  

Concession grant procedure: the government publishes a decision that authorises a project. 
This is followed by a concession agreement, according to which water can be used in the 
turbines. This also encourages investors by granting them i.e. tax incentives. To keep it low, 
the price is subsidised. The purchase price of 0,37 – 0,40 EUR/kW is fixed by the energy 
regulating agency.  

In the coming years the consumer price will be raised gradually, for the plants to start being 
profitable.  

Here is a number difficulties encountered by the projects: 

- need of funding 

- ambiguity regarding land-ownership, since land-owners and license-holders are not always 
identical 

- water use during drought (some rivers do not have water the entire year)  

- electricity purchase by KESH  

- KESH purchase price: transparency and cost effectiveness are two opposite things here. 
On the one hand, the international community requests energy price transparency, on the 
other hand, the Albanian ministry maintains the purchase price should be defined on a 
project bases. The ministry also believes that the following factors have to be taken into 
consideration: number of owners, investment costs and distance from grid.  

- opaque concession procedure  

- concessions are obtained by intermediary, not by operating companies” (AWO Ljubliana) 

3.8.2 Wind energy 

According to the EBRD's renewable energy profile for Albania, currently there are no operat-
ing wind power plants in the country and no projects in the pipeline. In addition, the level of 
public awareness on the wind energy is fairly low. There are though a few operating old wind 
mills that are used to grind wheat. The study also concludes that there is a potential for small 



 
Analysis of Energy Sector 

  20

wind power facilities, and one of the outputs of the Energy Strategy should be a feasibility 
study that will identify the best sites appropriate for the installation of the wind power farms 
with the total capacity of 100-150 MW. The best sites are to be found on the Adriatic coast, 
in the hills running from north to south, in the mountains and at the lakes close to the Mace-
donian border.  

Energiewerkstatt will carry out training courses for wind energy experts from the Western 
Balkan countries, which will be open for trainees from Albania. (See 4.2.3) 

3.8.3 Solar energy 

For Solar Thermal energy, there was a small UNDP project. The demonstration project titled 
"Solar Panels for heating Administration and Education Centre at the Prespa National Park" 
was completed in 2000. Its main objective was information dissemination on the solar energy 
use. 6 solar panels for heating were installed at the Centre. The largest solar thermal heating 
system (3 sets of solar panels total 48 m²) was installed at the Center of Energy Efficiency. It 
was funded by both EU and National Energy Agency.  

The Albania-EU Energy Efficiency Centre (EEC) in collaboration with Institute for Sustain-
able Technologies (AEE INTEC) in Gleisdorf - Austria, SWT Technologie in Stuttgart - Ger-
many and Centre for Renewable Energy Sources (CRES) in Athens - Greece and financially 
supported by Austrian Development Agency - Vienna Office, in the framework of the project 
“Solar Water Heaters - Training of Experts & Professionals and Improvement of Technology 
& Production in Albania”, intends to carry out a set of activities to support solar thermal enrgy 
utilisation.  

At the moment there are no photovoltaic systems installed in Albania.  

3.8.4 Geothermal Energy 

There are many thermal springs and wells in Albania, which represent a real potential for 
geothermal energy. To date in Albania, the geothermal sources have never been used as a 
source of energy. According to the EBRD country profile, the geothermal situation in Albania 
offers two directions for exploitation of geothermal energy: The use of thermal water springs 
and wells of low temperatures cover a wide territory from South, near the Albanian-Greek 
border to the Northeast districts in Diber region. The water temperatures reach values of up 
to 60 °C. 

3.8.5 Biomass Resources 

Although Albanian households consume around 60 % of the generated electricity for heating, 
cooking, lighting and other services, 17 % of Albanian population or 55% of rural communi-
ties still rely on firewood for cooking and heating. In rural areas, women and children spend 
their time to gather firewood, thus missing opportunities for education and other productive 
activities, and therefore “giving the face of energy-poverty a gender dimension” (UNDP 
Climate Change Programme). 

Biomass Energy could be important in the future consisting of the following four main re-
sources:  
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• Urban wastes potential of the main Albanian cities (approx. calculated 43,000 GJ 
predicted to be on year 2010).  

• Energy potential of agricultural residues (approx. calculated 43,000 GJ on year 
1995.)  

• Forestry biomass resources approx. calculated 460 millions of GJ in1995.  
• Energy potential of animal residue's approx. calculated 12,740 GJ in 1995 with a 

trend to be increased in the future.  
 

“Albania is rich in forest and pasture resources. The forests cover 1,030,000 ha or 36% of 
the country’s territory5, and the pastures about 400,000 ha or 15%. Approximately 60% 
(244,000 ha) of the pastures are alpine and sub-alpine pastures and meadows. 

“During the past few decades there have been noticeable effects on forest productivity, since 
many existing forests are heavily degraded and thin, and cannot fulfil their ecological func-
tions. The lack of investments for silvicultural works, new forestation or reforestation, the 
maintenance of forest roads, fire protection, and other measures has contributed to the loss 
and degradation of forest habitats. Forests close to rural dwelling areas are particularly 
exhausted. They include oak and other tree plantations, which are characterised by high 
biological diversity in comparison to the other types of forests. Because of the difficult eco-
nomic situation and the traditional nature of rural Albanian society, this population is surviv-
ing by overexploiting forest resources. 

“There is severe tree cutting for cooking and heating fuel, and overgrazing, particularly by 
goats. The harvesting of shrubs and in coastal forests has created problems especially for 
birds, which use these habitats for nesting. Illegal tree felling is rampant in many parts of 
Albania, particularly in the poorer northern and northeastern districts of the country. The year 
1997 has been the most critical one. Most of the illegal cuttings are executed for timber 
production. 

“Fires are causing increasing damages in the forest in recent years. During 1997 alone, 
some 840 cases of forest fires were registered, damaging approximately 7200 ha and burn-
ing out roughly 2500 ha of forests. In most of the cases, fires are set intentionally by villagers 
and shepherds. This phenomenon is more frequent in the districts of Southern Albania. 

“Damage caused by diseases are considerable due to the lack of investment and treatment. 
During 1997- 1998 diseases damaged some 50,000 hectares of forests. Black pine, oak, 
beach and chestnut are most susceptible to this phenomenon. 

(Source: NEA, Report on the Status of Environment, 1997-1998, in: The Regional Environ-
ment Center for Central and Eastern Europe, Country Report Albania.) 

Especially in the North and East of the country, there are many sawmills. Wood-waste is 
currently mostly not used for the production of energy, but disposed of in the forests of the 

                                                      

5 This figure is considered too optimistic by some experts (Dollaku). Detailed figures about Albanian Forestry were 
not available. 
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fields. Wood processing industry is mainly producing furniture for the Italian market; the 
waste of this industry is usually not utilized for energy production. (Arge Energie Albanien, 
2004?). 

3.9 The Demand side 

3.9.1 Transport 

Transport was the sector that experienced a continuous increase of the energy sources 
consumption. In 1990 the transport sector has consumed 6% of the total energy consump-
tion, reaching the value of 44% in 2001. One reason for this increase is that there is no 
functioning railroad-connection between Albania and its neighbouring countries. Total 447 
km of rail lines, all of which in standard gauge of 1.435-m gauge (2001 est.), linked Shkodër 
with Durrës, Tirana, Elbasan, Pogradec, Ballsh, and Vlorë. The country's only international 
rail link, opened in 1986, connected Shkodër with (former) Yugoslavia's rail system. The 
connection is now made through Montenegro. Albania's communist government focused on 
developing new rail lines to serve mining regions and the coastal plain. According to official 
figures, Albania's railroad in 1987 and 1988 carried about 33 percent of the country's total 
freight tonnage for that period. The opening of the rail link with Yugoslavia facilitated the 
movement of goods to Europe, and Yugoslav railroads reportedly shipped 174,300 tons of 
Albanian goods in the first half of 1990, a 19.4 percent increase over the first half of 1989. 
None of Albania's railroads was electrified. In 1991 vandals and thieves caused so much 
damage to the tracks and rolling stock that the rail system's transport capacity was cut in 
half; operations later ceased altogether. (Wikipeda) 

3.9.2 Households 

The relative energy consumption of Albanian households is significantly higher than that of 
the industry of the country, as can be seen if Fig. 7 and Fig. 8 are compared. The increase of 
electricity consumption of households since the mid of the 1990ies was due mainly to a 
sustained surge in consumption by residential and commercial consumers, largely a result of 
a failure to curb illegal use of electricity and non-payment of bills. 

There are regulations concerning the thermal quality of new buildings. However, awareness 
among the population is moderate, and regulations often are not applied. (Arge Energie 
Albanien, 2004?). The residential sector consumes over 60 % of electricity production. Most 
heating systems are run by electricity. Through insulation of buildings about one third of 
energy for heating could be saved. 
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3.9.3 Industry 

Albanian Industry consumes significantly less energy than that of the EU15, in absolute 
figures and relatively, as compared to the Albanian Household Sector. Reasons are the 
general decay of industrial production in the aftermath of the turmoil of the 1990ies. 
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Fig. 7: Final energy consumption of Albania (source: AEA, enerCEE) 
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Fig. 8: For comparison with Albanian situation: final energy consumption of the EU15 of 2003 
(Source: AEA, enerCEE) 
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3.10 Albanian National Energy Strategy – and comments 

In June 2003, the Government adopted a National Energy Strategy based largely on the 
recommendations of the Energy Sector Study. The Strategy identifies priority investments 
(based on expected demand growth and the impact of energy conservation measures), 
financing needs and required reforms for the sector (including those set out in the Power 
Sector Policy Statement). (World Bank, 2005) 

Ministry of Industry and Energy of Albania, National Agency of Energy, has issued two 
documents (Ministry of Industry and Energy, National Agency of Energy, 2003 a and 2003 b) 
describing the actual situation and problems in Albanian Energy sector, and presenting an 
action plan for the implementation of the national strategy of energy for the period 2003-
2005. The Action Plan has up to now only marginally been realised (WKO, AWO). In the 
following, strategy and action plan are shortly summarised, and consequences and recom-
mendations for ADA engagement are deduced.  

Comments and recommendations of AEA are typed in italic letters. 

The strategy for the development of energy sector will be part of general strategy of eco-
nomic development of the country. The Energy Strategy is perceived as a necessary ele-
ment to fulfil Albanian obligations in the framework of the Regional Electricity Market in 
South East European countries, and due to other international obligations regarding envi-
ronmental protection as well as the harmonization and converging of the energy sector 
development according to EU Directives for the association of Albania in the European 
Union, especially the harmonization of the Albanian power system with that of the EU. The 
scope of the National Energy Strategy is to develop an effective energy sector that guaran-
tees the security of energy supply in general and electricity in particular, and promotes an 
efficient and economic use of energy, with minimal environmental impacts, in order to sup-
port the sustainable development of the whole economic sectors. 

According to historical analysis in different countries, the following future trends – or chal-
lenges – seem to be applicable for Albania too: 

• The future energy system should be more consumer-oriented;  
• The future power system should be very diversified as regards the use of all energy 

sources and technologies; 
• The future energy system should be more decentralized; 
• More attention should be focused on the efficient energy use; 
• The technologies selected to meet the demands should be based on the least cost 

planning principle, supply reliability and environmental protection; 
• The renewable energy resources (solar, wind, biomass and especially small HPP) 

should be stimulated for a maximal use of indigenous resources, based meantime 
on least cost planning and environmental protection principles. 

 

“The energy sector strategy is developed as a national strategy based on the country and its 
citizens/consumers basic interests. N o  f u l l  o r  p a r t i a l  p r i v a t e  p r i o r i t y  ( f o r  
i n d i v i d u a l s  o r  p a r t i c u l a r  c o m p a n i e s )  w i l l  b e  a l l o w e d  o v e r  t h e  
n a t i o n a l  i n t e r e s t . This crucial issue was taken in consideration during the preparation 
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of the basic concepts for the development of electricity, oil, by-products and natural gas 
markets, with a clear division between the public and private functions aiming the improve-
ment of energy markets. A s  a  c o n s e q u e n c e ,  t h e  r e m a i n i n g  p a r t  o f  t h e  
g o v e r n m e n t  p r o p e r t y  i n  t h e  e l e c t r i c i t y  a n d  n a t u r a l  g a s  t r a n s m i s -
s i o n  i n f r a s t r u c t u r e  a c c o r d i n g  t o  n o n - d i s c r i m i n a t i n g  a n d  i m p a r t i a l  
p r i n c i p l e s  f o r  s u b j e c t s  b u y i n g  o r  s e l l i n g  e n e r g y ,  i s  b a s e d  o n  t h e  
C o n s t i t u t i o n  o f  t h e  R e p u b l i c  o f  A l b a n i a .” 

AEA: This part (spaced parts by AEA) of the National Strategy can be interpreted in the way 
that no full privatisation of Albanian transmission infrastructure is planned. The “National 
Interest” remains to be interpreted. 

 

3.10.1 Main problems of Albanian energy sector 

• Increase of the electricity consumption by households during the transition period 
has led to high levels of technical and non-technical losses and reduction of security 
of supply; 

• Lack of electricity price liberalization has led to its massive use for different services 
in the household and service sectors (space heating and cooking); 

• Lack and relatively high prices of other alternative energy sources forced the con-
sumers to focus more on the electricity use; 

• Very low efficiency of energy use; 
• Growth rate in the consumption of diesel and gasoline especially in transports is 

much higher than what can be accommodated by the supply of domestic oil by-
products affecting so the increase of import. 

• Production of oil and gas has declined rapidly due to the lack of funds, necessary 
technical discipline, and the natural decline of exploitable sources. Efforts to in-
crease oil production in the existing and new sources through production sharing 
agreements have not yet been successful; 

• Generation of electricity is dominated by the hydropower output while the thermal 
based generation has remained stable around 100 GWh per year. During the period 
2000-2002 there was a sensitive decline of the electricity production due to drought 
seasons; 

• Supply structure of primary energy sources is becoming less and less diversified due 
to the increasing role of oil, hydro and fuel woods energy supplies compared to coal 
and natural gas. 

 

As a consequence, the electricity balance is very tight and KESH has become a net importer 
of considerable electricity quantities, and will continue in the coming years to import even 
more to meet the growing demand until construction of new plants. 

AEA: As compared to other countries in Central and Eastern Europe with economies in 
transition, some features and problems are well known (lack of energy efficiency in all parts 
of the economy, lack of market prices leading to deformation of consumer-patterns,…). 
Some problems, however, are more specific for Albania and allow very targeted solutions. 
These are  
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• the use of electricity for non-electricity services like hot water preparation and heat-
ing, while at the same time there is a lack of electricity supply in general;  

• the dominance of hydropower in electricity production, which is still possible to be 
further extended; 

 

3.10.2 Problems of Albanian Power Sector 

Apart from financial barriers to import, the main problem which the Albanian power sector 
faces today is technically limited capacity for production and import, to make sufficient elec-
tricity supply possible. The power system fulfils only 70-80% of the total demand during the 
peak winter period, causing electricity load shedding to customers. The power system is 
highly depending on hydropower, moreover, most of the hydropower is produced on the river 
Drin and highly dependent on its water shed.  

The most urgent problems that the Albanian power sector is facing today are the following: 

• Current generation capacity is insufficient to meet the actual demand of 6.60 
TWh/year;  

• Problem of the so-called “non-technical losses”: Non-technical losses have been 
very high, but in 2000 and 2001, these kind of losses were reduced due to very strict 
measures taken by Ministry of Industry and Energy, Group of Donors in co-operation 
with KESH and ENEL. 

• Technical losses in the transmission-distribution network are still high. KESH, in 
close cooperation with a Group of Donors and ENEL, have prepared an Action Plan, 
updated every year, in order to reduce the losses. Necessary investments for this 
objective are being funded by the financial package approved by Donors Group. 

• Electric interconnection with neighbour countries includes three lines. Due to the in-
stability of the system, the effective capacity of lines is reduced to 400 MVA. Due to 
the technical limits of the Greek system interconnection lines, the importing capacity 
is considerably reduced, requiring an extension towards the north part of the country. 

• High values of electricity consumption for space heating and -cooling6: A strong ten-
dency towards the increase of electricity consumption for space heating is becoming 
highly evident more and more, although other possibilities to use alternative sources 
already exist. E l e c t r i c i t y  w h i c h  i s  u s e d  f o r  h e a t i n g  i s  t h e  m a i n  
r e a s o n  w h y  t h e  p o w e r  s y s t e m  i s  u n a b l e  t o  g u a r a n t e e  a  
r e g u l a r  s u p p l y  f o r  o t h e r  s e r v i c e s  b e s i d e s  s p a c e  h e a t i n g  
(such as lighting, electric appliances, different industrial operations and service sec-
tor). 

 

                                                      

6 For space heating and –cooling, a combined appliance is used in Albania, which can be used for heating in winter 
and for cooling in summer. Even if replaced for heating in winter time by other energy technologies, it would possibly 
continually be used for cooling purposes. (comment Dollaku). 
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During the last years Albania’s power supply has been characterized by the fall of energy 
consumption in industry and its increase in households. These are the results of the declined 
Albanian industry, increased migration of the rural population into cities and the influx of 
refugees from Kosovo. Given that the country’s electricity production decreased because of 
the plants’ deteriorating, to satisfy the increased energy demand electricity imports imported 
from Greece rose.   

The quick displacement of the load centers has caused drastic changes of transformers’ 
working capacity especially in the distribution network. This means that transformers and 
overhead lines are significantly overloaded and the high voltage electrical power supply is 
unstable and deficient.      

 

AEA: according to the problems expressed, the following three strategies are principally 
possible – including a mixture of all: 

1. Extension of production capacity 

2. Extension of transmission- and distribution systems 

3. Substitution of low-exergy services including electricity saving 

Ad 1: 
According to the natural situation of Albania, hydropower seems to be the logic source of 
additional production capacity. However, following the demand-structure, especially base 
load is required, which usually will not be provided by hydropower. To solve this problem, 
either (thermal) capacities which supply base load could be implemented, or the enhanced 
exchange of base load from neighboring countries in exchange for hydro-based peak load 
could be encouraged. Or both. 
The planned power plant in Vlora has absolute priority in the perception of the Albanian 
government. There is, however, resistant against this plant from the local population, mainly 
motivated by their intentions to keep the environment of the bay of Vlora for touristic pur-
poses. (Comment Dollaku) 
 
Ad 2: 
Analysis of the activities of donors and financing bodies teaches that extension of transmis-
sion- and distribution systems has been realised as a challenge, and many projects are 
being realised or are in the pipeline. 
 
Ad 3: 
Electricity for heating and production of hot water, and for cooling during hot summer days, is 
the main reason why the power system is unable to guarantee a regular supply for other 
services. Alternative sources of energy can be used for most of such services, substituting 
for electricity in this low-exergy market. Some of these are solar thermal energy, bio-energy 
and geothermal energy. 
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3.11 Action Plan for the Implementation of National Strategy of 
Energy 

The Action Plan lists a number of possible actions to be implemented in the period 2003-
2005, complemented by responsibilities, required investments, potential investor and moni-
toring institution. The proposed actions are subdivided in demand-oriented (the first 11) and 
supply-oriented (three, detailed), although this differentiation is not stringently applied. 
 
Measures, listed as demand-side oriented: 
1. Substitution of electricity for space heating and cooking with LPG and other energy 

Alternatives; 
2. Thermal insulation of existing stock of public buildings and based on new code for 

building new stock; 
3. Promotion and penetration of solar energy use for preparation of hot water in house-

holds and service sectors; 
4. Promotion of individual central heating, district heating and combined heat and power 

plants in service, industry and households sectors; 
5. Promotion of efficient lighting in households, service and industry sectors; 
6. Substitution of coal, fuel wood, residual fuel oil with heavy fuel oil in boilers/furnaces; 
7. Increase of energy efficiency for existing stock of boilers/furnaces in industry and 

service sectors; 
8. Improvement of power factor (cosϕ) in industrial enterprises; 
9. Promotion of public transport and other measures in transport sector; 
10. Increase of energy efficiency in Agriculture sector in general and irrigation in particu-

lar; 
11. Promotion of efficient use of energy through awareness campaign in service, trans-

port, industry and agriculture sector; 
 
Measures, listed as supply-side oriented are the following: 
1. Power Sector Supply Strategy, in detail: 

1.1. Masterplan for the development of power generation sector; 
1.2. Masterplan for the development of electricity transmission sector; 
1.3. Masterplan for the development of distribution system; 
1.4. Electricity tariff system development; 

2. Oil and oil by products supply strategy, in detail: 
2.1. Strategy for the development and increase of production of oil supply; 
2.2. Refinery and marketing oil sector strategy; 
2.3. Storage oil by products development strategy; 

3. Probable strategies for importing natural gas in Albania; 
 
These strategies are complemented by a list of the necessary investments for ensuring 
supply with all energy sources, a listing of International Financial Institutions, and recom-
mendations for new roles of energy related institutions in Albania.  
In detail, Ministry of Industry and Energy should remain the responsible institution for making 
medium and long-term energy policies as well for the preparation of the whole Albanian 
energy system and National Strategy of Energy. The role of the National Energy Agency 
NAE should be extended. This is considered and estimated as a necessity in the light of 
preparation and implementation of the National Strategy of Energy. NAE should function as 
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a co-coordinating and monitoring institution in the implementation process of the Strategy. 
The extension and strengthening of the institutional role of the Electricity Regulatory Author-
ity (ERE) remains one of most important institutional challenges in the energy sector. 
The essence according to the report is the new organization of Albanian Power Corporation 
(KESH). Institutional reforms should be initiated that will more clearly define the policy-
making and regulatory roles of various government entities and create a market structure 
that will strengthen commercial operations through privatization and attract private invest-
ment. Unbundling of KESH according to generation, transmission and distribution is recom-
mended, in view of creating an open and competitive market in electricity generation and 
supply services. Unbundling of KESH will enable Albania to meet its commitments in frame 
of the association process with EU (requirements of EU Directive 96/92/EC) and of the 
establishment of regional electricity market in South East Europe and its further integration 
into the European energy market (Athens Memorandum November 15, 2002). (Unbundling 
of vertically integrated companies is a requirement of EU Directive 96/92 and Athens Memo-
randum of Understanding.) 
 
AEA: The Action Plan lists a lot of measures which find full acceptance. Some proposed 
measures, however, need subsequent improvement. Measure Nr 6 of the demand side 
measures (“Substitution of coal, fuel wood, residual fuel oil with heavy fuel oil in boil-
ers/furnaces”) is listed as a measure to improve energy efficiency. This proposed measure, 
however, ignores up to date bio-energy combustion equipment, which allows the utilisation of 
biomass with high efficiencies and low emissions. The potential positive role of bio-energy 
mainly forest-biomass) is also seen being ignored in measures Nr. 1 and Nr. 4 of the de-
mand side measures. 
As a consequence for ADA, training courses for Albanian experts for bio-energy utilisation 
can be proposed (details see chapter 7.1.1). Such courses would also complement measure 
1 of the demand side oriented measures (the Action plan lists fuel-wood as an energy source 
which should be replaced by LPG) and Nr. 4 (biomass CHP has a small but interesting 
potential in the wood processing industry, at existing district heating plants etc.) 
 

3.12 NSSED (National Strategy for Socio Economic Development) 

The NSSED process provided an opportunity for coordination of governmental policies and 
actors. The Government appointed the Ministry of Finance as national coordinator for the 
first PRSP-draft. However, the lead structures for the implementation and monitoring of the 
NSSED were established on the level of an Inter-Ministerial Working Group. Technical 
working groups and M&E units within each of the line ministries start carrying forward the 
implementation and monitoring of the NSSED. 
(KEK-CDC, 2005) 
NSSED Report (Republic of Albania, 2001) lists 5 measures (of a total of 304) with direct 
relevance to energy (Numbers 254 to 258). They are quoted in the following: 
 
254 
Albania possesses a large hydro-energy potential. It is estimated that only 35 percent of the 
resources have been so far utilized, without including the country's resources in oil, gas, and 
coals. The structural changes in the economy have had important implications for energy 
consumption. While gas and coal production has fallen perceptibly, the consumption of the 
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population has increased. This has had its impact on energy use. It is estimated that the 
households consumption accounts for 35 percent of the total energy consumption and for 
about 55 percent of the total demand for electric power. The country’s needs for energy are 
covered almost entirely from water resources. This makes Albania highly dependent on 
weather conditions. Under the current weather conditions, the imports and the domestic 
production cover only 57 percent of the domestic demand for energy. 
 
255 
The supply of the consumers with electricity continues to be a government responsibility. 
The Albanian Power Corporation (KESH) was set up in 1993 as a state-owned enterprise. 
An attempt of the Albanian Government in 1995 for the commercialization of this sector, as a 
pilot program for the privatization of three distribution units in Vlore, Elbasan, and Shkoder, 
failed. The three enterprises are in a financial crisis and are planned to be remerged with 
KESh. The Electricity Regulatory Entity (ERE) was set up in 1995. It is responsible for the 
regulation of the energy sector, including the licensing procedures, approval of tariffs, con-
sumer protection, settlement of disputes etc. The Albania-EU Energy Efficiency Center was 
also set up in 1995 as a non-profitable foundation, in charge of the policies for energy effi-
ciency and the use of renewable energy resources. 
 
256 
The energy prices are still controlled, while the prices of alternative energy resources have 
been fully liberalized. The technical and non-technical losses in the network are still high, 
despite the adoption of a series of measures for their reduction. The package of measures 
taken for the sector’s normalization gives special attention to the reduction of these losses 
and to the collection of debtors’ outstanding obligations. The electricity company KESh is 
receiving management assistance by ENEL, the Italian energy body, through a World Bank 
program. 
 
257 
In view of the current developments in the electricity sector and the difficult situation of the 
sector, the government is committed to take the necessary measures to improve as soon as 
possible the supply of the consumers with energy . The overall sector strategy will aim to 
ensure an adequate supply of all consumers through the use of alternative energy re-
sources, a better administration of the energy resources of the country, the expansion of the 
importing capacities and a better balancing of the system. Particular emphasis will be given 
to the reduction of the environmental pollution, and the minimization of the risks for the poor. 
The main directions of the future policies will consist on: (i) completion of the institutional 
reforms undertaken for the restructuring of the sector; (ii) the full commercialization of pro-
duction, distribution and transmission ; (iii) the reduction of the non-technical losses, im-
proved collection of electricity bills, and a gradual liberalization of the electricity price , while 
providing support for the poor groups of the population; (iv) securing adequate financing for 
investments in the energy sector to complete the programs for the rehabilitation of the 
transmission, distribution, and production networks; and (v) the consolidation of the regula-
tory institutions. 
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258 
The priority measures in this regard include: (i) the restructuring of KESH, separating the 
production from transmission and distribution; (ii) the preparation of the sector for its privati-
zation; (iii) Increasing energy generation capacities, encouraging private sector participation; 
(iv) Connection of the Albanian electricity network into the Balkan and European networks. 
 
 
NSSED progress report lists some recent progresses and reforms for the period 2004-2007:  
“The objectives consist of: (i) establishment of a technically and financially sound sector 
through improved management of the system and resources, and improved service for 
clients; (ii) improvement of the legal and regulatory framework (including the Transmission 
and Distribution Codes) and support to the energy regulatory entity; (iii) strengthening the 
TSO and restructuring of APC; (iv) preparation of the process of privatization of generation 
and distribution and attraction of private investments in the sector; (v) participation in the 
regional and European energy markets. A number of public programs for redressing the 
situation in this sector have already been prepared and some of them are being imple-
mented. 
According to the program, it is envisaged that the reduction of losses in the network could 
reach up to 30% by 2006, while as a result of improvements in collection their level will reach 
96% out of 92.2%, which was the figure for 2003. Priority will be given to the installation of 
meters within 2004 because this is perceived as an important factor for reducing the exces-
sive consumption of energy and establishing a fair relationship with the consumers. 
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4 Partner-Analysis 

4.1 Partners and Potential in Albania 

4.1.1 Albanian Partners in general 

“While maintaining the pragmatic approach of the Austrian Cooperation as comparative 
advantage, a concentration is needed to create a critical mass in those sectors ADA wants to 
be active. Capitalization of knowledge and better integration of thematic issues like poverty 
reduction and MDG are needed to establish policy coherence. A stronger participation in 
donor coordination and a shift towards building up local capacities will help to make the link 
between micro and macro level”. (KEK-CDC-Consultants, 2005) According to the Evaluation 
Report of Austrian Activities, more capacities – especially at field level –are essential. 

Retrospectively, the cooperation with Governmental Bodies is assessed as difficult. In the 
early 90ies, the cooperation was limited to a formal correspondence and an annual meeting 
on sectoral level. No direct or indirect funding was channelled through ministerial level. 

The overall coordination of Technical Assistance should be performed by the Ministry of 
Economy. A framework agreement between the particular Donor Agencies and the Ministry 
of Economy regulates the principles of the coordination. In principle the Ministry of Economy 
is responsible for coordinating the Technical Assistance with the other Ministries and for 
assessing whether the projects correspond to the national priorities and needs. However, in 
the cooperation between Austrian Cooperation and the Governmental Bodies it was more 
decisive to get the green light by the implementing ministry. The cooperation has been 
regulated in a tripartite agreement between the relevant ministry, the Implementing Agency 
and Austrian Cooperation (compare also 3.6.). Nevertheless, in case of the infrastructure 
projects in Northern Albania and later with the activities in the educational sector the minis-
tries played an active role in project planning and in the implementation of the activities. 
Incentives – such as occasional visits to Austria – fostered these commitments in a useful 
way. 

(KEK-CDC, 2005 d) 

Institutional reforms and the decentralisation policy made the municipalities and communes 
to important implementing partner on local level. While a legislative framework for local 
governance was formulated quite rapidly, the devolution of real administrative and fiscal 
authority to the local government bodies has proceeded far less rapidly. Hindering factors 
were a general reluctance to surrender central power, a low commitment of politicians, and 
the limited capacities on local level. The weakness of local government institutions still exist 
and make them susceptible to political instability. Local governments do not play an active 
role in Albanian energy policy. 

Nevertheless, the process of decentralisation is making gradual but irreversible process. 
Albania’s local government units9 have acquired a degree of political autonomy and func-
tional authority. Major and local councils are elected directly by the citizens through secret 
balloting.  Political power and interests are therefore closely linked to the local and regional 
developments.  The local units are providing local public services and mobilising the reve-
nues based on autonomous taxing power. 
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However, the inadequate capacity of local governmental units to take on the whole range of 
responsibilities is widely held to be the major constraint to implementation of the decentrali-
sation strategy. This makes local governmental units to partner of the Austrian Cooperation 
and – at the same time – to the target group for capacity building and organisational devel-
opment activities. 

(KEK-CDC, 2005 d) 

There are only few Albanian NGOs which are in the position to fulfil all the requirements of a 
partnership with an international donor agency. The Austrian Cooperation was only recently 
willing to contract directly an Albanian NGO (CoPlan). The decisive factor was less the 
representative character a NGO should have within society, but the high standard of per-
formance and the technical know-how of CoPlan which is on a comparatively level as a 
private company. 

(KEK-CDC, 2005 d) 

 

4.1.2 Climate Change Unit, Ministry of Environment 

Albania ratified Kyoto-protocol on April 1st, 2005. It is a non-Annex-I country, consequently 
CDM-procedure would be applicable. DNA (Designed National Authority) is  

Climate Change Unit, Ministry of Environment  
Rruga "Durresit" No 27 
Tirana; ALBANIA  
Ermira Fida ( mirafida@icc-al.org )  
Manager, Climate Change Unit  
Phone: (355) 422 5101,  
(355-68) 202 9754 (Mobile)  
Fax: (355) 422 5101  
 
Some questions were submitted to the Climate Change Unit per Email; they were answered 
as follows: 
 

1. Who would be the authority(authorities) in Albania to be contacted concerning the Kyoto-
mechanisms? 

There is a Climate Change Unit/Program which is currently assisting the Albania's Ministry of 
Environment, Forests and Water Administration regarding the implementation of the 
UNFCCCC and Kyoto Protocol. This Unit serves as a Focal Point or/and secretariat for the 
UNFCCC, KP and CDM projects. The Climate Change Unit is managed by myself.  

 

2. Is there a need for trainings in Albania, concerning application and practical implementa-
tion  of the Kyoto-process? If yes, who should be trained?  

Yes, there is a significant need for trainings. The targeted groups for training would involve: 
experts working for the Unit/Program along with experts from national institutions that repre-
sent areas of potential CDM projects such as from energy sector, waste, industrial proc-
esses, forests. 
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3. What would be  the specific requirements, contents of such a training?  

Training is needed on following aspects: 
-technical and legal issues of the CDM process and procedures 
-CDM project development 
-CDM project monitoring  
-Assessment of the CDM projects on whether they do meet the Sustainable Development 
criteria etc. 
 

4. Are there already existing CDM-projects in Albania? If yes: what is their background? Who 
are the Institutions, countries involved? 

There is a CDM project already developed and its methodology submitted for approval at the 
CDM EB. It is a project funded by WB Bio carbon fund and consist on community based 
afforestation/reforestation activities. This seems to be the first CDM project for Albania. 

 

4.1.3 Albania EU Energy Efficiency Centre  

The Albania-EU Energy Efficiency Centre (EEC) began as an action under the SYNERGY 
Programme in April 1993 and was officially established in November 1995 with the full sup-
port of European Commission and Albanian Government. By establishing EEC, the Albanian 
Government has fulfilled part of its commitment under "The Protocol of the Energy Charter 
Treaty for Energy Efficiency and the Environmental Aspects concerned with it", which Alba-
nia signed in 1995. 

EEC is collaborating with other countries to promote and improve the energy efficiency of the 
Albanian economy and to protect the environment. EEC provides the technical and other 
expertise to make this possible. It also promotes the use of renewable energy sources, 
which besides having a lower environmental impact, reduce the rate of depletion of conven-
tional fuels. 

EEC is the only specialised institution in Albania that works in the above mentioned fields, 
and now it has become a self-financed organisation through providing services in the field of 
the rational use of energy, renewable energies, and its involvement in various programs and 
activities with the support of the Albanian Government and European Commission. 

 

4.1.4 The Albanian Power Corporation (KESH) sh.a 

For Kesh see also 3.4.1 

KESH, established in 1992, is the vertically integrated state-owned company responsible for 
the generation, transmission, and distribution of electricity within Albania and for trading 
electricity with foreign entities. KESH owns and operates 1,684 MW of installed generation 
capacity, a transmission network of 2,418 km and a distribution network of 45,512 km. 

The object of KESH is  

• To generate, transmit, distribute and sale the energy at the least cost 
• The import and export of energy 
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• Exploitation and maintenance of the equipment and management of thee company’s 
properties. 

• Extension, modernization and repairing of the equipment and the corresponding 
grid. 

• Construction of the renewable resources. 
• To perform the study, design and the consultancy of the above activities. 

 

Reorganization: Eventually it was agreed to have a more limited management assistance 
contract under which a team from a foreign utility would provide advice to senior KESH 
management on a day to day basis. This contract was awarded to ENEL in 2000, with an 
incentive formula. The contract has been extended and will continue until a new manage-
ment assistance contract financed by the Italian Cooperation is in place for a further two 
years. ENEL has made contributions in the reorganization of KESH, establishment of com-
puterized billing, tariff reform, and the preparation of the Action Plan and its updates. (the 
World Bank, 2005) 

4.1.4.1 Transmission System Operator (TSO) 

In accordance with the measures agreed for ECSEE, transmission was separated from 
KESH and transferred to a new Transmission System Operator (TSO), which was registered 
as a joint-stock company on July 14, 2004 with KESH as the holding company. A transmis-
sion grid operation code and transmission tariff methodology have been prepared and were 
approved by the ERE in December 2004. A decision has been made to consolidate the eight 
distribution zones into a reduced number of distribution districts, with the intention of having 
only one or two. A Transitional Market Model was approved by the Government in August 
2004. Steps are being taken to allow the two largest electricity consumers to function as 
eligible customers (i.e. customers that have the right to choose the electric supplier for the 
electricity they use for their own needs). 

 

4.1.5 National Agency for Energy, Albania 

The National Agency for Energy is an institution under the auspices of the Minister responsi-
ble for energy matters. The Agency advises the Minister responsible for energy, the Gov-
ernment and other ministries on energy matters.  

The Agency prepares the national energy strategy. It presents studies and proposals for the 
enactment of laws and regulations in the energy field related to problems of particular impor-
tance for the national energy economy and for the country’s energy policy. 
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4.2 Partners and Potential in Austria 

4.2.1 Andritz AG 

Andritz AG supplies the turbines for the Drin cascade project, which is the biggest project of 
ADA in South Eastern Europe. 

4.2.2 AEE INTEC  

AEE INTEC is the Austrian partner in the project Solar Water Heaters – Albania (7881-
00/2002). It is a highly specialised company in all terms of solar thermal applications and 
very familiar with distribution activities of solar thermal technologies world wide. 

4.2.3 Energiewerkstatt, Windkraft Simonsfeld 

Wind Energy Project Podvelez/ Bosnia and Herzegovina 

The project aims to create the framework for the commercial utilisation of wind energy in 
Bosnia and Herzegovina. Project Partners in this Wind Technology Project are OEZA, 
Windkraft Simonsfeld GmbH, Energiewerkstatt Verein, German Wind Energy Institute 
(DEWI), Meteo Institute Sarajevo and the Technical University Mostar. Main objective of this 
project is to build the capacity of the local projects partners through seminars and workshops 
and through applied research at two pilot wind plants. To assess the wind energy potential in 
the region a wind measurement program will be initiated.    

The seminar will be opened for participants from Albania. 

In co-operation wit private investors, Energiewerkstatt intends to carry out measurements of 
wind speed in some Albanian sites.  

4.2.4 Verbundplan 

Verbundplan activities in Albanien concern two projects:  

Drin River Rehabilitation Project  

Within this project, Verbundplan acts as monitoring consultant on behalf of ADA for the 
rehabilitation of the Austrian part of hydropower plants Vau I Dejes, Ulza and Shkopeti.  

Hydro Power Plant Bushati  

Verbundplan offers the planning work for Bushati within a turn key consortium. 

4.2.5 Austrian Energy Agency 

In the first half of 2005 the Austrian Energy Agency organized and held two one week train-
ing seminars for colleagues from the Albanian Energy Agency, the European Energy Centre 
and the Ministry for Industry and Energy Tirana on: 

• Energy Database Management at the Local Level / Albania and  
• Labelling and Standardization of Electrical Appliances. 
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These courses have been ordered by "World Learning" a training initiative of USAID. The 
trainings have been organized in three parts: presentations - discussions, workshops and 
one or two excursions. These events have been a wonderful and rare possibility to get to 
know the situation in the Albanian energy sector. 

4.2.6 ALMAKO- Austrian Regional Business Cluster 

ALMAKO was founded as an Agricultural cluster, but has become active in various fields, 
encouraging and supporting co-operation between Austrian companies and Albanian part-
ners. It has been operating an office in Tirana since about 2000. 

4.2.7 Aussenwirtschaft Österreich (AWO) 

AWO has produced an overview-report about the energy sector of Albania in German lan-
guage. Parts of the report have been introduced in this sector report. 

“To implement the WKO and AWO, hydroelectric power plant projects, one requires new 
technology, know-how and subcontracting and often funding. Especially interesting are new 
development projects that are not based on old technologies. Austrian products and services 
enjoy a very good reputation in Albania, they are though in tight competition with cheap 
imports from Turkey and China.      

For a successful entry into the Albanian market, serious partners are required. Therefore, the 
following is advisable: agreements should be concluded step by step, they should be imple-
mented on a prepayment basis and one can use export insurances or a soft loans provided 
by the Österreichische Kontrollbank (ÖKB). To foster investment, there are a new types of 
cooperation between the Austrian Development Agency (ADA), the ÖKB and the economy in 
the form of company and development partnerships. The ADA already carries out a pilot 
project in the field of renewable energy (solar energy) und is prepared to entry the hydroelec-
tric power market.” (AWO Ljubljana)   

Albania – from the side of the Austrian Trade Chamber –  is being serviced from Ahst. (For-
eign Trade Office) Ljubljana, Slovenia. For September 2006, the office plans to carry out a 
“Länderforum Albanien” with a focus on “construction and energy”. In 2006, a marketing-
office shall be opened in Tirana, which is the pre-form of a foreign trade office (comm. 
Bavdaz). 



 
Partner-Analysis 

  38

 

4.3 International Partners  

4.3.1 The World Bank/IFC/IDA  

The World Bank is the implementing agency for Global Environmental Facility (GEF), Proto-
type Carbon Fund (PCF), and Montreal Protocol projects and has established special trust 
fund financing arrangements for Kosovo, and Serbia and Montenegro. IDA (International 
Development Association) is a branch of World Bank. Since 1991, the World Bank Group 
has provided strong support to Albania, including IDA commitments totalling US$ 820 million, 
IFC commitments of US$ 125 million, and MIGA guarantees totalling US$ 8.6 million. 

In Albania, the World Bank co-operates with the following partners: Albanian Ministry of 
Industry and Energy, EBRD, EIB, IFC, IMF, Italy, Austria, KfW, Japan, Switzerland, USTDA 
/USAID/CIDA 
Usually this bank finances very considerably projects more than USD 30-50 million, keeping 
a share about 30 to 40% of the project financing. World Bank has given a great support to 
Albania in the financing of energy projects by using soft loans. 

World Bank issued policy notes for the Government of Albania on the Electric Power Sector, 
which are in extracts quoted in chapter 3.6. 

The financing needs for rehabilitating and strengthening the physical infrastructure are 
enormous. A World Bank-financed energy sector study completed in 2003 showed that 
investments of about US$ 1.1 billion are required for the power sector up to 2015, in addition 
to the significant investments already made in recent years. The Study has stressed that this 
will require attracting private sector financing in addition to continued donor support and 
improved financial performance by KESH. Other main conclusions were: the increasing 
demand for electricity should be met by a judicious mix of enhanced domestic generation 
(thermal), imports, regional exchanges, demand management and energy substitution; 
import of gas into Albania is currently not economic but this should be reviewed periodically; 
electricity tariffs do not require substantial increases from current levels but cross-subsidies 
have to be gradually eliminated; and appropriate measures should be taken to protect the 
vulnerable segments of the population from the impact of tariff increases. (The World Bank, 
2005) 

The World Bank has played a key role in assisting the Government in the power sector. This 
has taken various forms, including both the provision of investment financing and leading the 
dialogue with the Government on behalf of the donor community on important sector issues.  

To date, the World Bank has provided financing for six investment projects for the power 
sector. These include the Critical Imports Project (1992), the Power Loss Reduction Project 
(1995), the Power Transmission and Distribution Project (1996), the Power Sector Rehabili-
tation and Restructuring Project (2002), the Power Sector Generation and Restructuring 
Project (2004), and the ECSEE APL2-Albania Project (2005). The Bank has been instrumen-
tal in raising significant co-financing on several of the above Bank-prepared projects. 
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4.3.1.1 Energy Projects 

Currently three World Bank projects are ongoing in the energy sector of Albania, with the 
total loan amount of 72 million US dollars:  

1. Power Sector Rehabilitation & Restructuring Project  
2. Power Sector Generation & Restructuring Project  
3. Energy Community of South East Europe (ECSEE Apl 2-Albania)  

 

Power Sector Rehabilitation & Restructuring Project 

The goal of the Power Sector Rehabilitation & Restructuring Project is to improve the opera-
tional capacity and effectiveness of the power sector. The project has three components,1) 
rehabilitation and strengthening of the transmission and distribution systems in Durres, 
Elbasan and Kuciova regions, 2) provision and installation of secure boxes containing me-
ters, to be installed in single-family dwelling units and apartment buildings, 3) technical 
assistance, to support power sector reforms.  

Power Sector Generation & Restructuring Project 

The project on Power Sector Generation & Restructuring aims to achieve significant im-
provement in power system performance. The measures to achieve this include: encour-
agement of investment, to increase domestic thermal generation and sectoral and institu-
tional reforms. Under this project technical assistance to KESH for the bid preparation and 
evaluation is provided.  

Energy Community of South East Europe (ECSEE Apl 2-Albania)  
The ECSEE-2 project aims to replace high-voltage equipment in six transmission substa-
tions, finances technical refurbishment of big power plants, and provides both investment 
support and technical assistance for project implementation.  

ECSEE-2-Albania makes part of a bigger project, aiming to improve the performance of the 
energy sector in South East Europe (SEE). This is a result of the “Athens Memorandum”, 
signed in December 2003 by the governments of the SEE countries and the European 
Commission. (WKO AWO, World Bank) 

4.3.1.2 World Bank Priorities for the Future 

(the World Bank, 2005) 

Although the overall improvement in sector performance achieved in recent years has been 
commendable, there are still significant further improvements required to attain acceptable 
performance levels. Furthermore, over the next few years, the sector will have to undergo 
major restructuring, which will have to be carefully planned and implemented. In this context, 
there are the two main areas of concern: 

The first concern is regarding the sustainability of the efforts to improve sector performance. 
Periods of political uncertainty or change have coincided with performance shortfalls, as in 
recent months. The investment requirements for rehabilitation and upgrading of the physical 
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infrastructure are still very large and the donors have stressed that their continuing assis-
tance is conditional upon sustained improvement in sector performance. 

The second concern relates to the issue of electricity supply for this year, for next year and 
for the future.  Failure to take urgent and appropriate measures could have significant mac-
roeconomic and social consequences. It is also important to take advantage of the current 
wet cycle to (i) build up funds in the Equalization Fund to cover the cost of additional electric-
ity imports during the next dry cycle, and (ii) ensure that progress on critical projects is 
maintained so that the constraints on electricity supply are removed as soon as possible. 
The critical projects are the Vlore Thermal Power Project, which will enhance domestic 
generation, and the Elbasan-Tirana-Podgorica Transmission Line, which will enhance import 
capacity. 

Thus the following are the priority actions to be taken by the Government and KESH to 
preclude the return of a crisis in the sector, ensure improved quality and quantity of electricity 
supply to meet growing demand, and ensure a satisfactory financial performance of the 
sector enterprises: 

• continue successful implementation of the annually-updated Power Sector Action 
Plan, and meet the quarterly targets specified therein, with priority actions being 
taken to improve performance in specific problem areas (such as Shkodra zone); 

• update the Power Sector Policy Statement, including a detailed schedule for sector 
restructuring and private sector participation, and implement it in accordance with 
the schedule; 

• have KESH fully implement the Equalization Fund; 

• ensure satisfactory progress on critical projects such as the Vlore Thermal Power 
Project and the Elbasan-Tirana-Podgorica Transmission Line; 

• continue to seek financing for rehabilitation and upgrading of the transmission and 
distribution networks; 

• develop a clear strategy for construction of new generation plants (covering which 
priority projects are to be implemented and the likely timeframe taking into account 
both sector needs and macroeconomic constraints); ensure that adequate feasibility 
and environmental studies have been carried out to confirm the viability of the pro-
posed projects and to mitigate environmental impacts; and then proceed with solicit-
ing competitive proposals on the basis of the strategy and relevant studies; and 

• take measures to have more effective implementation of the subsidy being provided 
to socially vulnerable consumers to mitigate the impact of increases in electricity tar-
iffs. 

 

Recent Development 

WASHINGTON, January 10, 2006 - The World Bank’s Board of Executive Directors today 
discussed a new Country Assistance Strategy (CAS) for Albania. The CAS is a document 
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that details the Bank’s work plan to assist client countries in achieving their development 
goals. It describes all of the Bank’s planned operations in the country—lending, analytical 
work, and technical assistance. The new CAS - the fourth CAS the World Bank Group has 
produced for Albania – covers the period 2006-2009 and envisages a lending program of up 
to US$86 million from IDA (International Development Association) and US$110 million  from 
IBRD (International Bank for Reconstruction and Development). 

Priorities of the new include CAS assisting the government foster economic growth through 
support to private sector development and thus creating more jobs; and improving public 
service delivery, particularly in the social sectors. Governance will be mainstreamed in all 
programs and projects supported by the CAS. 

The new Country Assistance Strategy takes into account priorities of the Government of 
Albania, reflected in its program documents. It is oriented towards results and was prepared 
in consultation with country authorities, development partners and other stakeholders. 

 

4.3.2 EBRD 

EBRD usually provides the financing of one third of the projects or at the minimum of Euro 5 
million. EBRD offers financial instruments as loans to finance directly in different projects 
which consist more in the public infrastructure, privatisation and in supporting of private 
companies. EBRD has some advantages; it operates on two sectors and it offers a variety of 
financial instruments and options to follow up all implementation phases of the project. 
Differently from the other commercial banks it keeps by itself the risk of the project being 
shareholder in the project. EBRD has begun to finance in the country currency too. This 
bank operates on the commercial way and it decides the loan price (interest rate) reflecting 
the risk indicator. Soft loan period are negotiable and the maturity loan varies from 5 to 10 
years. EBRD has a guide by that it leads to know that it can be involved as a shareholder at 
least by € 5 Million. In their objectives their tendency is presented to invest more in relatively 
considerably projects than in smaller ones. Investments in the Albanian Power sector are an 
option for EBRD; investments will consist on these shares: 30% self-financing (equity) and 
70% debt-financing. 

4.3.2.1 Energy Projects 

Power sector rehabilitation and reconstruction  

In November 1999 the EBRD approved a €30 million loan to Korporata Elektro-energjetike 
Shqiptare (KESH), Albania's electricity utility. The loan replaced two existing loans with 
KESH for the Drin River Cascade rehabilitation project (€15.7 million) and the transmis-
sion and distribution project (€10 million). These could not be implemented as envisaged 
because of the impact of the pyramid scheme crisis and the Kosovo war. Under the new 
project, future disbursements are linked to the successful implementation of a co-
management contract with a qualified power utility. The main step towards accomplishment 
of this precedent was the signing of a co-management contract with Italy's ENEL in August 
2000.  
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The project will enable KESH to increase the availability and reliability of power supply, with 
lower downstream costs stimulating industrial activity. It will also help to improve energy 
efficiency by reducing technical and non-technical losses and lead to the introduction of 
private management for the sector. In the longer term the management contract should pave 
the way for full privatisation. The project will be co-financed by the Japan Bank for Interna-
tional Corporation, the Austrian government, the Swiss government and KESH.  

To further support the rehabilitation of the power sector in Albania, the EBRD approved a 
€24 million sovereign-guaranteed loan to KESH in 2002 to finance part of the power trans-
mission and distribution project.   

Proceeds of the EBRD’s loan will be used to finance supply and installation contracts for the 
rehabilitation and upgrade of the power transmission and distribution systems and substa-
tions in the following cities: Tirana, Kavaja, Korca, Berat, and Lushnja. The aim of the project 
is to reduce technical and non-technical losses in the Albanian power system.  

 

Power Transmission Substations Rehabilitation 

Project Description, Objectives: 

Rehabilitation of six transmission substations crucial to the operation of Albania’s transmis-
sion system and to its participation in the regional energy market. This infrastructure devel-
opment is part of an overall series of improvements needed in Albania and elsewhere in 
South East Europe for respective domestic purposes but which will also assist the region to 
achieve greater integration with the EU as planned under the Athens Process leading to a 
single electricity market. The project implementation will be managed by KESH through its 
Project Implementation Unit (PIU). 

The Bank has been involved in a succession of projects in the sector over the last 5 years, 
each with incremental transition impact based following an Action Plan which was developed 
with the co-operation of the IFIs and is renewed annually. Progress has been very good and 
Albania has also taken its place among the countries in Southeast Europe who are moving 
toward creation of a regional energy competitive market with open borders for trading power 
(the Energy Community of Southeast Europe). Given the need to strengthen physical and 
administrative issues related to cross border trading the Bank, in co-operation with the World 
Bank, which is co-financing parts fo the Project, will focus project support on the following 
three main areas (besides the physical upgrades to the system):  

Transition Impact 

1. Strengthening the Transmission System Operator.   
Strengthen the TSO by establishing a detailed business plan.  
2. Improving procurement procedures for importing electricity.   
New procedures should be drawn up that would expedite procurement while still ensuring 
that purchases are made through transparent competitive bidding, and improve import 
security.  
3. Electricity Tariff Study.   
A new WB administered study, for which the EBRD has had input into drafting the TORs, 
would determine the economic and financial costs of supply of electricity at each voltage 
level and recommend revisions to the current structure that better reflect the economic and 
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financial costs. This would provide a basis for future tariff adjustments to be approved by the 
regulator, ERE.   

Beneficiary company: KESH 

EBRD finance: Sovereign guaranteed loan of up to USD 20 million.   

The EBRD loan will be used towards financing the substations rehabilitation contracts. Other 
co-financiers providing parallel financing are the World Bank (IDA) with USD 27.0 million and 
Albanian Power Corporation (KESH) with USD 5.14 million.  

Total project cost: USD 52.14 million.  

Date disclosed: Aug. 31st, 2005 

 

Vlore Thermal Power Generation Project 

Project description, objectives:  

Construction of a combined cycle power station fuelled by distillate oil located 6 km north of 
Vlore adjacent to an off-shore oil tanker terminal. The plant size would be between 85MW to 
135MW depending on the configuration of the winning equipment bid. 

Construction works for the thermo power plant will be done through a single Engineering, 
Procurement and Construction contract (EPC contract). The EPC contract is expected to be 
completed in 24 months. The project implementation will be managed by KESH through its 
Project Implementation Unit (PIU).  

Transition impact:  

The project would complement and consolidate the transition impact of the two earlier Alba-
nian power projects (sector reconstruction and distribution rehabilitation), which have far 
reaching objectives in terms of readjusting tariffs to cover costs, improving collection of 
receivables, eliminating subsidies for budgetary and non-budgetary entities, reducing elec-
tricity losses, implementing a sector reform strategy and extending the current management 
contract for KESH. 

The project would help to reduce reliance on hydro generated power in Albania and to en-
sure continuous provision of electricity, having a potential positive impact on the operations 
of private and public enterprises in the country. In addition, the project would enable the 
creation of a TSO, execution of the UCTE Agreement, and creation of an Equalizing Fund (to 
build fund reserves in good hydrological years).  

Beneficiary company the Albanian Power Corporation (KESH).  

EBRD finance: Parallel financing in the form of a sovereign guaranteed loan of up to €40 
million.  The EBRD loan will be used to finance the EPC contract. Other co-financiers are the 
European Investment Bank (EIB) with up to €40 million, the World Bank (IDA) with €20.3 
million and Albanian Power Corporation (KESH) with €10.2 million.  

Total project cost: € 91-110 million  

Date disclosed: Apr. 6th, 2002 
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Albania Power Distribution Rehabilitation 

Project description objectives:  

Proposed €24 million loan to KESH to finance part of the Power Transmission and Distribu-
tion project (PTDP) with the aim of reducing technical and non-technical losses in the Alba-
nian power system. The EBRD project will finance supply and install contracts for the reha-
bilitation and upgrade of the power transmission and distribution systems and substations in 
the following cities: Tirana, Kavaja, Korca, Berat and Lushnja. 

Transition impact:  

The project would support the stabilisation of the electricity sector by improving the system’s 
reliability and reducing losses as well as strengthening institutional reforms and sector man-
agement. Progress in these areas will allow Albania to attract qualified strategic investors to 
participate in a competitively tendered privatisation of the electricity sector, which Albania 
hopes to conclude in the next several years. 

Beneficiary company the Albanian Power Corporation (KESH).  

EBRD finance: The proposed loan of approximately €24 million (phased into two tranches) 
will have a maturity of 12 years, including a 3 year grace period. 

Total project cost: €27.8 million. The total PDTP cost is estimated at €200 million. The PDTP 
project as a whole involves various other sector upgrade components. These are being 
financed in a co-ordinated manner with the EBRD component by the European Investment 
Bank and the World Bank (IDA) as well as by concessional co-financing from the Japan 
Bank for International Cooperation, and the Swiss, Italian, and Spanish Governments. KESH 
will also contribute co-financing to the EBRD and other components. 

Date disclosed: Apr. 9th, 2002 

 

Albania Power Sector Reconstruction 

Project description, objectives:  

Modernisation of main hydro plants and transmission and distribution networks in Albania. 

The project aims to: provide sufficient electricity supply for the domestic markets by reducing 
commercial and technical losses; achieve a 30 MW increase in generating hydro capacity; 
and enhance the reliability and quality of electricity supply and reduce power cuts in the 
country.  

Transition impact:  

The project is expected to: restore reliable supply of electricity in the region; re-establish 
regional cross support; and enhance KESH management skills.  

By increasing the availability and reliability of power supply in Albania, the project will directly 
contribute to the mitigation of instability risks in the region; and the recovery and future 
economic development of Albania.  

Beneficiary company the Albanian Power Corporation (KESH).  

EBRD finance: The EBRD has signed a loan of EUR 30 million to KESH. 
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Total project cost: EUR 60 million. 

Date disclosed: Oct. 18th, 1999 

 

4.3.3 European Commission 

In her progress report from November 2005, the European Commission (EU Commission, 
2005) describes the Albanian energy sector as follows: 

“Albania has made good progress in the area of energy, although the recent energy crisis 
has not yet been overcome. The regulatory authority, ERE, is actively producing a modern 
legislative framework based on the 2003 energy sector law, and good progress has been 
made in aligning with European standards, in particular as regards energy efficiency. The 
ERE is financed exclusively through fees; its board members are appointed by parliament 
without government involvement. 

The government has continued to implement the regularly revised 2003 action plan for the 
implementation of the national energy strategy, adopting a number of measures to restruc-
ture and liberalise the Albanian energy sector and to integrate it into the emerging South 
East European energy market. The action plan also provides for the use of alternative fuels 
and energy saving, the construction of a new thermal power plant in Vlora and the continued 
use of hydroelectric power production. The selected site of the planned thermal power plant 
in Vlorë has led to concerns regarding environmental impacts and economic viability, and 
should be reconsidered. 98% of Albania’s generation derives from hydroelectric sources. 

Economic growth has led to increasing demand. The unbundling of state-owned electricity 
utility, KESH, has begun, albeit not fully in line with the EU market model, which Albania 
intends to adopt by 2008. A division of KESH’s assets has taken place, as well as some 
restructuring, with the division of the company into three operating units: generation, trans-
mission and distribution. Privatisation of the generation assets, refinery, and service provid-
ers is under preparation. A single public wholesale buyer will continue to exist for the time 
being, and the transmission system operator remains under public ownership. 

Electricity losses have been reduced from 39% in 2003 to 36% in 2004. Electricity production 
has increased significantly thanks to a favourable hydrological situation, but power cuts 
continue to occur. Revenue collection has increased slightly from 92% to 94% in 2004, but 
the collection of revenues in some parts of the country remains deficient. KESH is moving in 
the direction of sustainability: government subsidies to KESH were reduced in the reporting 
period and stopped in January 2005. Prices have been raised for households (10% annually) 
and other consumers (5%) to more closely reflect costs, while vulnerable consumers 
(191,000 or one quarter of all households) have been receiving direct subsidies from the 
government since January 2005. Individual meters have been installed in over 200 000 
households. 

Efforts to introduce lower-priced liquefied petroleum gas more widely, in particular to replace 
electric space heating, now seem to be gaining wider acceptance among the population, 
which formerly had safety worries due to the obsolete appliances used. 
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Albania has played an active role in the establishment of the Energy Community Treaty for 
South East Europe, especially during its presidency of the Athens Process between January 
and June 2004, when the treaty negotiations started. The treaty is aimed at creating a re-
gionally integrated energy market for electricity and natural gas as part of the wider EU 
market. It was initialled on 13 May 2005 and recently signed. 

Overall, Albania has made good progress, but the crisis in the energy sector has not yet 
been overcome. Households and companies continue to suffer frequent power cuts. Electric-
ity losses and illegal connections are still high, and also collection rates need to be further 
improved. Thus, continued and successful implementation of Albania’s energy action plan 
and strategy is needed. Administrative capacities need to be further strengthened.” 

 

4.3.4 European Investment Bank 

The loans of this Bank are given to different economic sectors including energy. The lending 
operation takes into consideration the aim of the project if they are within the frame of the 
European Union such as environmental protection, industrial &services sector develop-
ments, the energy conservation and rational energy use. 

4.3.4.1 Energy Projects 

(since 1995, as of http://www.eib.org/Attachments/balkans/balks_projects.pdf) 

1995 APEX Global Loan 
For small and medium sized industrial, agro-industrial, tourism and related services as well 
as projects promoting environmental protection and energy savings 
EUR 5 M 
 

1996 Power Transmission 
Rehabilitation and improvement of the transmission network 
EUR 12 M 
 
2001 Power Transmission and Distribution  
EUR 30 M 
 
2004 Construction of combined-cycle thermal power plant in Vlore (south-east) 
Korporata Elektroenergjetike Shqiptare (KESH)  
EUR 40.0 M 
(as of EIB: Annual Report 2004, Statistical Report, Vol III) 
 

4.3.5 Islamic Development Bank IDB 

Albania is a member of Islamic Development Bank. Between 1994 and 2003, 17 projects 
were supported with a total of US$ 59.844 million. IDB Infrastructure Fund principally fi-
nances energy projects. IDB homepage lists four projects in Albania, non, however, with an 
energy relation. (http://www.isdb.org/english_docs/idb_home/cgi-bin/busopp.cgi). 
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4.3.6 European Islamic Investment Bank 

European Islamic Investment Bank was incorporated in the United Kingdom on 11th January 
2005, with the intention that it should become the first independent Islamic investment bank 
in Europe established and managed on a wholly Sharia’a compliant basis. The Founding 
shareholders of EIIB include Arabian Gulf based individuals and institutions, including a 
number of Islamic banks, as well as UK individuals and companies. 
EIIB homepage does not list energy projects in Albania; EIIB would not anticipate any future 
participation in the energy sector of Albania (comm. EIIB). 
 

4.3.7 IMF (International Monetary Fund) 

Albania joined the IMF on October 15, 1991. The last Article IV Executive Board Consulta-
tion was on February 28, 2005. 

4.3.8 REEEP (Renewable Energy and Energy Efficiency Partnership) 

No activities in Albania identified. Reeep is currently not active in Albania (comm. REEEP). 

4.3.9 Soros-Foundation 

Soros Foundation is not active in the energy sector of Albania (www.soros.org) 

4.3.10 UNDP (United Nations Development Program) 

“UNDP has made significant contribution to national development results during the imple-
mentation of the second CCF (Country Programme Assessment 2004) These have been a 
combination of direct actions to support communities at the local level as well as more stra-
tegic interventions aimed at supporting policy development, institutional strengthening and 
capacity building at the centre. At the local level UNDP has contributed to increased levels of 
participation, confidence building and trust. An additional important finding is that the infra-
structure projects supported by UNDP and the social change process are intricately linked. 
(UNDP, 2005) 

The UNDP RESULTS AND RESOURCES FRAMEWORK (2006-2010) (DRAFT 21 February 
2005) lists as Output 4.2 under the program component “regional development”: Access to 
water, electricity, roads, etc improved in # locations/ # beneficiaries through rehabilita-
tion/reconstruction of basic infrastructure. 

Duration: 36 months from 2003 onward. 

 

Shkodra Region Area Based Development (ABD) Programme 

Objectives: To establish a multifaceted Area Based Development initiative in the Shkodra 
Region of Northern Albania focused on assisting the poorest of Albanians citizens by re-
sponding to the priorities established in the Shkodra MDG Regional Report. The ABD pro-
gramme will also support the achievement of the Millennium Development Goals (MDGS) 
and goals set forth in the National Strategy for Socio-Economic Development (NSSED). 
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Total project cost USD 2,916,000.- 

http://www.lgp-undp.org.al/ 

4.4 Bilateral co-operation 

4.4.1 Bilateral co-operation in general 

In the Albanian portfolio of foreign donors are included: Donors assistance which have been 
concentrated in the reduction of technical losses in the transmission grid (IDA (International 
Development Association of the World Bank) and Switzerland Government), Drin Cascade 
Rehabilitation (EBRD, Austria, Italy, Switzerland, Japan), rehabilitation and reinforcement of 
the transmission and distribution systems (IDA, EBRD, Italy, Switzerland and Japan), supply 
of all appliances for the rehabilitation of substations (Norway), funds for electricity importing 
(Italy), reinforcement of South part of Albania of power sector (KfW Germany). USAID 
(American Agency for International Development) provides help in the technical assistance. 

4.4.2 Canada 

Involved Organisation; CIDA (Canadian International Development Organisation, (as of 
http://www.acdi-cida.gc.ca) 

According to Website-Information, CIDA is active in the following projects: 

• Canadian Regional Training & Support Program Operational, € 3.478.389,-, 12% of 
which for Albania   

• Environment and Security Operational, € 2.790.000,00, 2% of which for Albania   
• Human Dimension of Security Operational,   € 5.150.000,00, 2% of which for Albania   
• Partnership for Tomorrow Program - Phase II Operational, € 5 Mio., 1% of which for 

Albania 
• Southeastern Europe Enterprise Development Terminating (terminated in March 

2005) 
• Strengthening Public Health Functions Terminating (terminating in 2005) 
• S.E. Europe Electrical System Technical Support (SEETEC) (see below) 

 

4.4.2.1 Energy Projects 

S.E. Europe Electrical System Technical Support (SEETEC) 

Countries covered:  
Bulgaria: 36%, Serbia and Montenegro: 32%, Bosnia and Herzegovina: 16%, Albania: 8%, 
Moldova: 6%, Macedonia, Former Yugoslav Republic: 2% 
CIDA Contribution:   € 20.000.000,- (Project No. Z020322001), Status: Operational  
Duration   2001 - 2007  
Partner - Executing Agency   S N C - LAVALIN INTERNATIONAL INC  
Sector    
Economic and development policy/Planning: 25% 
Power generation/renewable sources: 50% 
Environmental education/training: 25% 
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Project Description: 

The Southeast European Electrical System Technical Support (SEETEC) project supports 
the development of expertise in the electricity sector in Albania, Bosnia and Herzegovina, 
Bulgaria, Croatia, the Federal Republic of Yugoslavia, the Former Yugoslav Republic of 
Macedonia, Moldova, Romania and Slovenia. Through the improvement in skills, manage-
ment capability, and education, the project aims to enable countries in the region to better 
meet their electricity needs. Assistance under the project includes strengthening regulatory 
authorities; legal reform; studies of particular technical problems in the generation, transmis-
sion, or distribution of electricity; and other technical assistance needs.   

 

4.4.3 Germany 

4.4.3.1 GTZ 

Gtz (Gesellschaft für Technische Zusammenarbeit) from Germany is not active in the Energy 
Sector of Albania (comm. GTZ).  

4.4.3.2 KfW 

KfW (Kreditanstalt für Wiederaufbau) from Germany is avtive in the Albanian Energy Sec-
tor.It will support investments in energy projects in Albania with a total of 9 Mio. €. (AWO-
WKO). Besides ongoing and planned projects, according to KfW, there will be more projects 
concerning transmission and distribution of electricity in the near future. Connection of Alba-
nia to the regional and European grids is of highest importance to reduce Albania’s depend-
ence on hydro power (Communication Rolf Seifried, KfW, per Email). 

4.4.3.3 Energy Projects 

Electricity Supply Southern Albania 

This project’s long-term objective is both to use the Bistrica I and II plants capacities that 
supply the southern part of the country with electricity and to secure power distribution in the 
city and district of Sarande. This will be a cost-effective contribution to the improvement of 
the power supply in the southern Albania.  

The project includes the following measures: rehabilitation of both hydroelectric power plants 
Bistrica I and II, construction of a 110 kV overhead line between Bistrica and Sarandte, 
rehabilitation of the substation of the load center Gjirokaster, upgrading of the 20 kV distribu-
tion network and installation of meters in the households in a pilot region. The relevant loan 
agreement has been signed. The most significant rehabilitation measures of the Bistrica I 
plant were finalized in January 2005. The remaining investments will be completed by mid 
2007.  

In addition to these measures a management training support program for the RMU was 
carried out. Regional Management Unit is an independent entity responsible for the technical 
and commercial aspects of the power supply in the region. The goal is to reduce of the 
extremely high power supply losses and to improve the efficiency of fee-recovery in the 
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region. As a result of the action plan ratified in 2000 the technical and non-technical losses 
reduced from 43 % to 36 % and the efficiency of fee-recovery grew from 60 % to 90 %. 
Further reduction of the power losses and improvement of the collections by the power 
supplier KESH are the political priorities of the sector.    

400 kV transmission line Podgorica/Montenegro – Elbasan/Albanien 

The aim of the project is to upgrade the transmission capacity of the cross-border high-
voltage line between Tirana, Albania, and Podgorica, Montenegro, a new 400 kV transmis-
sion line in addition to the existing 220 kV one. Investment costs of such an upgrade amount 
to about 45 m. Euro. This project will create a necessary prerequisite for Albania to join the 
European coordinated 400 kV transmission line „Union for Coordination of Production and 
Transmission of Electricity“ (UCTE).  

Moreover, the supply network’s transmission capacity will be stabilized in both countries. As 
a result of this project the supply reliability in Tirana networks will be enhanced. Thus power 
blackouts will be at least to some extent avoided, the economic costs of which are estimated 
at 6 – 9 m. Euro a year.  

Structure  

Both technical and economic feasibility of the project has been demonstrated in a number of 
studies. Given that the Italian government has agreed to finance the section between El-
basan and Tirana’s substation the project volume has been reduced. The rest of the network 
till the Albanian-Montenegrin border and the extension of the substation will be financed by a 
loan of 43,9 m. Euro. The relevant agreement has been signed and the project will be com-
pleted by the end of 2007. The bid for delivery and services regarding the cross-border 
transmission line Tirana-Podgorica will be announced at the beginning of 2006.  

Sector-program Energy (Support of energy efficiency and renewable sources of en-
ergy 

The reform process should bring a higher participation of the private sector in the electricity 
market. It was jump-started by privatization of the small hydroelectric power plants (HPP). In 
addition to the opened capacity of the privatized small HPPs of 22 MW, there is a construc-
tion and upgrading potential of estimated 180 MW. The credit demand by plant managers to 
finance plant rehabilitation and extension was met by the reluctance of banks to provide 
funding.  

The program’s objective is to contribute to the enhancement of the energy supply and envi-
ronmental protection by fostering of environmentally sustainable and efficient energy produc-
tion and consumption. Thus the project contributes to the growth of economy and productiv-
ity (top-level aim).  

Investments into small HPP upgrading and rehabilitation should be encouraged through 
provision of partial credit guarantees for local commercial banks through a renewable energy 
facility (guaranty component). In addition, investors should be assisted when preparing a 
project for creditworthiness test (consulting component). Concurrent measures to increase 
energy efficiency at the final energy consumption stage should be implemented. Thus envi-
ronmentally sustainable and efficient energy consumption is fostered.    
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The program costs are estimated at 19,6 m. Euro. The funding (9 m. Euro) is provided by the 
entrepreneurs’ own contributions borrowed from the local commercial banks. 2 m. Euro 
should be used for the consulting component. The rest of the funding should be used as a 
reserve fund for flanking guaranties and for energy efficiency measures. One should assume 
that the funding will be equally divided between two components. The exact cost breakdown 
will be defined during implementation process. As regards to the energy sector program the 
funding agreement should be reached at the beginning of 2006.  

 

4.4.4 Sweden 

Swedish development cooperation with Albania during the period 2004–2007 focuses on the 
following areas: 

• Democracy and good governance 
• Respect for human rights 
• Gender equality 
• Sustainable use of natural resources and concern for the environment 
• Economic growth 
• Social development and security 
 
Sweden does, according to information from SIDA (Kjell Larsson SIDA, department for 
Infrastructure and Economic Development), not have current, and not plan to have in the 
near future, co-operation with Albania in the energy-sector. 
 

4.4.5 Switzerland 

SECO (www.seco-cooperation.ch), DEZA 

Albania is a priority country for the Swiss cooperation with transition countries. From 1998-
2004, the Swiss Confederation has disbursed over 84 million CHF (54 million Euro) official 
development aid to Albania. 

Subsequent to the 1997 crisis and due to insufficient electricity sector reforms, seco sus-
pended two important hydropower projects from 1997 to 2001, in close coordination with the 
leading donors (EBRD and World Bank). Such a concerted suspension of activity was es-
sential to reposition the commitment of all development partners vis-à-vis the orientation of 
the projects. Both projects are now operational. 

In the transition process, the formulation and implementation of adequate sector policy 
reforms are crucial for the sustainability of the results, and the effectiveness, of aid. seco is 
actively involved in the power sector donor coordination and policy dialogue. New seco-
funded power projects should be conditioned to achievement of clearly defined targets in the 
sector reform. 

The main axes of the seco program in the coming years are continued strong focus (with a 
view to enhance the critical mass and effectiveness of its assistance), on the development of 
basic infrastructure, in particular in the areas of electricity and water supply and sanitation. 
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The situation is particularly problematic in the sector of electricity. While the government is 
committed towards a liberalized electricity market and an eventual privatization of part of the 
national electricity company (KESH), the power sector remains faced with considerable 
problems. The production of hydropower, one of the traditional exportable products of Alba-
nia, fell drastically during the period 2000–2002 and had to be compensated by expensive 
electricity imports. This power shortage caused important disruption on the domestic market. 
It resulted not only from inadequate rehabilitation/maintenance and an exceptional drought, 
but also from poor management and excessive "non-technical losses" (energy theft, lack of 
meter, corruption of billing staff, inadequate tariff). seco is committed to further contribute to 
the reform, transformation and development of this key economic infrastructure, one of the 
priority sectors identified by the government in its Growth and Poverty Reduction Strategy. 

The Albanian power sector is regarded being first priority: The overall objective is a contribu-
tion to the development of a functioning and sustainable electricity sector, through: 

• Infrastructure rehabilitation: The sub-station Durres has been completed and inaugu-
rated in spring 2004. The Drin River - hydro power plant Fierza is under rehabilita-
tion. Completion is foreseen in the first half of 2006. New projects will be considered 
based on needs assessment (World Bank study 2003) and priorities of the 
GoA/KESH. Those projects will focus on sub-sectors, which are not likely to be pri-
vatised in the near future, i.e. rather transmission than distribution or generation. 
seco may condition its funding of new projects to (1) power sector re-
form/achievement of targets according to Power Sector Action Plan, and (2) settle-
ment of open issues regarding the Swiss Albanian counterpart fund. 

• Sector reform and Athens's process: seco (with COOF) will actively continue its par-
ticipation in the sector policy dialogue and donor coordination (periodic donors' 
meetings for power sector Albania, initiated by World Bank and EBRD). The opera-
tions might be backed-up by seco Consultants Trust Fund financing (IFC, World 
Bank, EBRD); such resources are currently under consideration for IFC analysis of 
the potential and constraints for the privatization of KESH. In November 2002, all the 
countries of South East Europe – including Albania – have signed the “Athens's 
Memorandum”, aiming at liberalizing their electricity markets and integrating them 
into the Western European market until 2005. seco supports this objective by fund-
ing a one-year secondment of an energy expert to the Stability Pact for South East-
ern Europe in Brussels, facilitating also contacts with the involved Swiss industry. 

• Swiss-Albanian counterpart funds will be used for facilitating the implementation of 
on-going projects, mainly the rehabilitation of Fierza hydropower plant (local costs; 
claims; additional supply; etc.), as far as counterpart payments from the concluded 
Power Loss Reduction Project are concerned. Counterpart fund obligations from the 
on-going power sector projects might be used for clearing the debt situation of public 
entities towards KESH, and for promoting privatization steps. 
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4.4.5.1 Energy Projects: 

Power Transmission and Distribution Project (PTDP) 

Switzerland’s contribution to this project, which was designed by the World Bank and the 
Albanian Power Corporation (KESH), includes the supply of a turnkey power substation of 
220/110 kV for the city of Durres and technical assistance for the project management unit 
(PMU). The aim of the project is the rehabilitation of Albania’s entire power transmission and 
distribution to ensure the power supply for the population, trade and industry. 

Sector: power transmission 
Location : Tirana/ Durres 
Contribution: CHF 13 million 
Duration: 1996 - 2006 
Partner: Albanian Power Corporation (KESH) 
 

Drin River Cascade Rehabilitation Project (DRCRP) 

Supply of mechanical equipment and control instruments for the Fierza hydro power plant on 
the Drin river. The equipment complements a comprehensive rehabilitation project devel-
oped by the European Bank for Reconstruction and Development (EBRD) for four Albanian 
hydro power plants. The aim of the project is to rehabilitate Albanian power generation and 
to ensure its sustainability in order to enable the country to cover its home demand and to 
export any excess power. 

Sector: power generation 
Location: Fierza 
Contribution: CHF 12.4 million 
Duration: 1994 - 2006 
Partner: Albanian Power Corporation (KESH) 
(SECO) 

4.4.6 Italy 

The Italian commitment in development cooperation with Albania shows the close relation-
ship between the two countries. Since 1992 the Italian state spent more than 140 Mio. Euro 
in development cooperation with Albania. Italy is on the first place among the bilateral donors 
and in total on the third place behind the European Union and the World Bank.  

The projects are agreed on a triennial base. The focus of the Italian development coopera-
tion is on the reconstruction of infrastructure, the improvement of basic services and sanitary 
institutions, institutional and administrative capacity building and the development of the 
private sector.  

The programme of the Italian development cooperation suggests a participative methodolo-
gies, with focus on gender issues and environmental protection.  

The key sectors of the Italian-Albanese development cooperation are:  

• Energy  
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• Sewage water  
• Transport and streets 
• Infrastructure in urban and rural areas 
• Agriculture 
• Education 
• Health 
• Private sector 
• Institutional and social support  

 

The following graph shows the budget distribution for 2002 – 2004. 
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Fig. 9 Activities of the Italian development cooperation in the Albanese energy sector, as 
compared to other sectors 

 

Already since 1991 Italy supports the Albanese electricity sector in a continuous way. Up to 
now the financial commitment has amounted to about 140 Mio Euro of which 33 Mio for 
concluded projects, 45 Mio. for ongoing projects and 65 Mio. Euro for planned projects. The 
most important bilateral partner is the national utility KESH (Korporata Elektro-energjetike 
Shqiptare).  
In the past the focus of activities has been mainly on the support of the country during recur-
rent energy crisis in the years from 1993 to 2002. The energy crisis were due to the defi-
ciency of the electricity network related to the increasing electricity demand in the country.  
Within this period the Italian development cooperation put the emphasis mainly on the con-
struction and modernisation of substations.  
Overcoming the energy crisis the development cooperation strategy was changed. There are 
two new emphasis: First, technical and managerial assistance for the top management of the 
national utility KESH. The total budget amounts to about 3 Mio. Euro.  
The second emphasis is a programme for the technical and organisational reorganisation of 
KESH and development of the Albanese electricity supply system. In December 2001 funds 
in the amount of 41.5 Mio. Euro were approved.  
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Within the development cooperation Italy will finance: 
• the construction of the interconnection line at 400 kV with Montenegro 
• the realisation of a new centre for dispatch and telecontrol.  

 

Tab 2: Overview of the Italo-Albanese development cooperation projects in the energy 
sector:  

Description € Status 

New substation in Kashar 100/200 kV and restructuring of 5 
existing substations. 

11.36 Mio.  Closed 

New substation in Sharra 220/110 kV and in Tirana center 
110/20 kV 

11.36 Mio. Closed 

Extraordinary electricity supply  8.56 Mio Closed 

Modernisation of the electricity grid of Tirana, Scutari and 
Durazzo 

7.79 Mio. Closed 

Capacity building for the Top Management of KESH  4 Mio. Closed 

Extraordinary intervention „domestic heating“  1.54 Mio. Closed 

Emergenza Elettrica 2000 –  Renting of 4 mobile substations 
for Tirana, Scutari and Durazzo 

0.92 Mio. Closed 

Emergenza Elettrica 2000 – Assistence from Enelpower for 
KESH 

0.43 Mio. Closed 

PMU Epica (for Commodity 2 und 3) – technical assistance 
and capacity building at KESH  

0.3 Mio. Closed 

Emergenza Elettrica 2000 – Monitoring  0.15 Mio. Closed 

Programme for the technical and managerial reorganisation of 
KESH and the improvement of the Albanese electricity system 

41.52 Mio. Ongoing 

400 kV line Elbasan-Tirana incl. substations 400/220 kV 30 Mio. In evalua-
tion 

Realisation of a new Dispatching Center 21.5 Mio In evalua-
tion 

Other activities (to be defined) of rehabilitation of the electricity 
system  

12 Mio. In evalua-
tion 

PMU (programme management unit) for the electricity sector 0.97 Mio. Ongoing 
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The Italian government announced the reopening of the cooperation projects with Albania. It 
foresees the award of low interest loans at an amount of 73 Mio. Euro. The Italian represen-
tatives at Tirana specified that it concerns the seven approved development cooperation 
projects in infrastructure and energy sector. These funds were defined in the framework of 
the programme for economic cooperation 2002-2004. The implementation of these approved 
projects was postponed due to disputes between the two countries. According to Albanian 
Economic News, last year all financial aid programmes from Italy in favour of Albania were 
unofficially suspended to force Tirana to obtain the Albanese UN vote within the reform 
process. The Albanese energy monopolist has declared that the projects financed by Italy, 
amounting to a total cost of 51.5 Mio. Euro, are of vital importance to resolve the energy 
crisis in Albania. (comm. Opancar) 

4.4.7 Japan 

During the 1990s, Japan implemented three loan projects, including the Agriculture Sector 
Adjustment Loan, the Drin River Hydro Power Stations Rehabilitation Project, and the Power 
Transmission and Distribution Project. In recent years, however, Japan has only imple-
mented one grant aid project per year and received trainees from Albania. Japan should 
boost technical assistance and grant aid in such priority areas as:  

• the promotion of small businesses,  
• exports, and investment; 
• agriculture;  
• education; and  
• sanitation and health care.  

Loan aid should be also increased in the sector of economic infrastructure development. (IIC 
Japan International Cooperation Agency) 

Between 1990 and 2002, 141 trainees from Albania have been accepted in Japan. 

 

4.4.7.1 Energy Projects 

Drin River Hydropower Stations Rehabilitation Project 

Sector: Electric power and gas, Subsector: Power plants  
Date of Approval: 1995/11/28  
Amount of Approval: 1,681 Mio. Yen (approx. 12,152,000.- € (138,33 Yen/€)) 
Interest Rate: 2.6%  
Repayment Rate: 30 years 
Grace period: 10 years 
Executive Agency: Albanian Power Corporation 
 

Power Transmission and Distribution Project 

Sector: Electric power and gas, Subsector: Transmission lines and distribution systems 

Date of Approval: 1996/12/19  

Amount of Approval: 3,124 Mio. Yen (approx. 22,583,000.- € (138,33 Yen/€)) 
Interest Rate: 2.3%  
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Repayment Rate: 30 years 
Grace period: 10 years 
Executive Agency: Albanian Power Corporation 
 

4.4.7.2 JICA 

JICA (responsible for the implementation of technical assistance) is not considering any 
project in energy sector Albania at this moment. (comm. JICA) 

 

4.4.7.3 Japan Bank for International Cooperation 

Japan Bank for International Cooperation is currently seeking “good projects” in Albania, not 
only in the energy sector, but general. “Currently there is no particular project in energy 
sector in mind, and it is more likely the next one might be in other sector.” (comm. Japan 
Bank for International Cooperation). 

 

4.4.8 Norway 

Cooperation between Norway and Albania is not coordinated within Norwegian Development 
cooperation, but by the Norwegian Ministry of Foreign Affairs. 

At the moment, and in the past three years, there has not been cooperation between Norway 
and Albania in the energy sector. The whole budget for bilateral co-operation is focused in a 
drinking water project. There is, however, awareness of the deep need of the Albanian 
energy sector for support (Comm. Norwegian Ministry of Foreign Affairs). 

 

4.4.9 USA 

4.4.9.1 USTDA  

USTDA's mission is to advance economic development and U.S. commercial interests in 
developing and middle-income countries.  To this end, the agency funds various forms of 
technical assistance, feasibility studies, training, orientation visits and business workshops 
that support the development of a modern infrastructure and a fair and open trading envi-
ronment.  In carrying out its mission, USTDA gives emphasis to economic sectors that may 
benefit from U.S. exports of goods and services. 

USTDA provided a $526,600 grant for a study on an integrated infrastructure and economic 
development project at the Port of Vlore, Albania. TECicon of Annapolis, Maryland, is per-
forming the study.( http://www.tda.gov/USTDA/USTDA%20By%20Region/index.htm) 
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4.4.9.2 USAID 

USAID is the US Government’s (USG) principal resource for bringing infrastructure into 
development assistance programs, including the energy dimension. USAID provides support 
to field Missions and regional bureaus through three interdisciplinary programs –  

• energy sector governance,  
• urban energy services, and  
• rural energy services.  

 

USAID’s strategy in energy is:  

• Improving the policy, legal, and regulatory frameworks to establish the necessary 
market conditions for the private sector delivery of energy services;  

• Increasing the institutional abilities of public, private, and NGO entities to provide or 
deliver energy services in the new and enhanced markets;  

• Improving the quality of energy services through innovative applications; and  
• Increasing public understanding of, and participation in, decisions regarding the de-

livery of energy services.  
 

The Electricity Regulatory Authority of Albania (ERE) and the Indiana Utility Regulatory 
Commission (IURC) signed a memorandum of understanding in Jan. 2003, cementing a 
partnership designed to aid Albania in restructuring and reforming its energy sector. The 
agreement, which is funded by the U.S. Agency for International Development (USAID) and 
implemented by the National Association of Regulatory Utility Commissioners (NARUC), was 
officially signed in a ceremony at the Albanian Embassy in Washington. 
(http://www.usaid.gov/locations/europe_eurasia/press/iurc_ere_electricity.html) 

USAID financed training courses for Albanian energy experts in Austria (see 4.2.5) 

 

4.5 Partners and Potential for regional co-operation 

In Albania, most partner institutions are weak and need a lot of support and control, also to 
fight corruption. Capacity and institutional building should be better taken into account in 
seco projects. Tender procedures have to be monitored closely. (SECO) 
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5 SAP/EU Integration 

SAP: Stabilisation and Association Process 

The other main actor in the Western Balkans which is also involved in major programme of 
policy transfer is of course the European Union which has adopted multiple and increasingly 
stringent conditionality in relation to the European integration processes in the region. Under 
the provisions of the Stabilisation and Association process (SAp), EU conditionality applies 
to all the different stages that the Western Balkan countries have to pass through in their 
process of EU integration. The standard accession conditionality known as the Copenhagen 
criteria include provisions on democratisation, marketisation, the ability to take on the obliga-
tions of membership, and sufficient administrative capacity. In addition to these, the Western 
Balkan countries must also adhere to the SAp conditionality. This involves full cooperation 
with the International Criminal Tribunal for former Yugoslavia (ICTY), respect for human and 
minority rights, the creation of opportunities for refugees and internally displaced persons to 
return and a visible commitment to regional cooperation. (FORMS OF POLICY TRANSFER 
AND POLICY CONVERGENCE AND DIVERGENCE IN THE WESTERN BALKANS, Dr. 
William Bartlett, School for Policy Studies University of Bristol, 
http://www.seerc.gr/SEERC_Bulletin_june.PDF) 

 

5.1 Athens Process, Energy Community South East Europe 
(ECSEE) 

Along with other countries of South East Europe7, Albania recognizes that improvement of 
the performance of the energy sector is crucial to improve and sustain economic growth. 
Unless coordinated and appropriate action is taken, the power supply situation in the region 
is projected to tighten significantly during the next few years and threatens to constrain 
economic activity and quality of life. The SEE countries have acknowledged that solutions to 
these regional issues based on isolated national markets are neither desirable nor feasible. 
Building upon their experience to cooperate in the power sector, in recognition of potential 
gains from increased trade, and as part of a wider movement to strengthen regional coop-
eration, the Governments of the SEE countries and the European Commission signed the 
“Athens Memorandum” – the Memorandum of Understanding on the Regional Energy Mar-
ket in South East Europe and its Integration into the European Community Internal Energy 
Market – in December 2003 in Athens, Greece, whereby they formally expressed their 
commitment to what is currently called the Energy Community of South East Europe 
(ECSEE). The Athens Memorandum is being converted into a legally binding international 
Treaty between the European Commission (on behalf of the EU) and the Contracting Par-
ties. (the World Bank, 2005) 

                                                      

7 Besides Albania Bulgaria, Bosnia-Herzegovina, Romania, Serbia & Montenegro, Turkey, Croatia, Macedonia, the 
UNMIK-Mission to Kosovo. Italy, Greece, Austria and Slovenia are “political partners” without a vote. 
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In October 2005, the Treaty on Creation of the Energy Community, integrating South East 
Europe in to the EU internal energy market was signed, therefore concluding the Athens 
Process.  

A strategy has been developed for South East Europe to create modern and efficient energy 
infrastructure networks (for electricity, oil and gas) to ensure that the energy system of the 
region can meet the energy demands of each country. The development of energy infra-
structures should therefore ensure an adequate supply of energy, ensure the region’s secu-
rity of supply, and the necessary interconnection between the region and the neighbouring 
systems. It should also develop interconnections of regional interest within the South-
Eastern European region.  

These reforms will lead to an improved efficiency of the system, a better use of the existing 
infrastructure, therefore ensuring a long-term viability of the system and a better integration 
of energy systems and practices with those of the European Community.  

The European Commission brought forward proposals for the creation of a regional electric-
ity market in South East Europe (SEE) in March 2002 with the aim of eventually creating a 
regional energy market. In November 2002, a Memorandum of Understanding (“The Athens 
Memorandum”) was signed at the Athens Ministerial by all the countries with the Commis-
sion and the Stability Pact acting as sponsors. The Commission also agreed on a common 
strategy paper with all international donors active on a regional basis. The Athens Memoran-
dum set up a number of institutions, which are collectively called the ‘Athens Process’.  

The European Commission and the Stability Pact jointly drive the Athens Process since 
2002, with a view to creating a regional energy market in SEE. This should increase reliabil-
ity of the supply, lower prices for consumers and create opportunities for investments in the 
energy sector. 

All South East Europe countries agreed to adopt the European Union legislation based on 
principles set out in the Electricity Directive (96/92) and the new European Union proposals 
once adopted. Regarding the timetable, the countries of the region committed themselves to 
start to open their electricity markets by 2005, to create Regulatory Bodies and Transmission 
System Operators by June 2003 and Distribution System Operators by January 2005. All this 
is based on the rules currently in force and being developed by the European Union. Even-
tually the Energy Community of South East Europe will be integrated within the European 
Union’s Internal Electricity Market. All these commitments are included in the 2002 Athens 
Memorandum.  

 

The interim Energy Community Secretariat 

At the end of December 2004, the work of the Athens Process Secretariat came to a close. It 
has been replaced by the interim Energy Community Secretariat (iECS) in Vienna. The iECS 
will assist the European Commission and the Permanent High Level Group (PHLG) in guid-
ing the process of creating an energy community. It will work in close co-operation and under 
the surveillance of the European Commission and report regularly to the European Commis-
sion and to the relevant stakeholders where appropriate. The office shall bring financing from 
the EU in electricity- and gas- infrastructures of South Eastern Countries.  
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The main tasks of the iECS cover the following: 

• Replicate the tasks of the Energy Community Secretariat, as defined in the draft En-
ergy Community Treaty, as closely as possible  

• Activities related to Market Structure and Oversight (draft and provide a road map at 
country and regional level for necessary reform , assist authorities to developing 
state action plans, monitor the implementation of the acquis communautaire includ-
ing the use of benchmarking and reporting to the relevant parties),  

• Provision of technical assistance to the signatories of the MOU to adopt the acquis 
communautaire on energy (electricity and gas networks and production/generation 
standards) as laid down in the Memoranda and the draft Energy Community Treaty.  

• Act as an information centre on Donors Activities with respect to investments and 
technical assistance  

• Assist the European Commission in the co-ordination of the donors group.  
• Provide input and run the Energy Community web-site for the efficient operation and 

dissemination of information about the Energy Community.  
• To act as an infrastructure project facilitator in co-ordination with International Fi-

nancing Institutions (IFI) and the European Commission  
 

The secretariat for the interim Energy Community Secretariat is currently being set up with 
new offices and will soon be operational. The European Commission (DGTREN) is able to 
provide further information on this. E-mail: Stephan.RESSL@cec.eu.int. The official web 
page of the Athens Process is hosted on www.SEERECON.org  - the website of the Joint 
Office of the European Commission and the World Bank.  

The site contains updated information on: the texts of the Memoranda of Understanding, 
forthcoming and past meetings and their documents, investments, benchmarking, donors’ 
activities and investments in the region, and newsletters. 

It also has profiles of the main companies investing in South East Europe. 

5.1.1 CEER (Council of European Energy Regulators) 

CEER has established a working group on South East European Energy Regulation, consist-
ing of the Greek and the Italian regulators for electricity and gas, placed in Mailand and 
Athens (Walendy, 2004). It elaborates a Standard Market Design for the liberalisation of the 
energy markets of South Eastern Europe. 

5.2 The Stabilisation and Association Process (Sap) 

The Stabilisation and Association process defines the direction for the countries in South 
Eastern Europe towards closer cooperation with the EU, with a view to future EU member-
ship. The SAp is a framework of different instruments including bilateral stabilisation and 
association agreements between the EU and the countries in the region, preferential trade 
agreements and extensive financial support aimed at speeding up EU integration (Commu-
nity Assistance for Reconstruction and Development and Stabilisation, CARDS). It also 
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includes economic and political conditionality requirements, including an annual review 
mechanism that monitors compliance with conditionality, and requirements for regional 
cooperation. The Stability Pact for South Eastern Europe supports the regional dimension of 
SAp and represents an important supplement to this process.  

To strengthen SAp, the EU has decided to devise additional instruments. The most important 
of these will be the European Partnerships established with each country. These partner-
ships formulate the most important priorities for each country’s EU integration, based in part 
on the EU Commission’s annual review report. The countries themselves respond by draw-
ing up their own programmes for allocating national budget and CARDS funds so as to 
support the development of closer ties with the EU. This approach makes it possible to plan 
long-term financial support for the reform process. More extensive political dialogue with the 
EU and access to some of the Community programmes and to the Technical Assistance and 
Information Exchange Office (TAIEX) are other new elements of SAp. Through SAp, the EU 
can support these countries’ rapprochement with the EU, but the main responsibility for 
ensuring that progress is made lies with the countries themselves. (Strategy for Sweden’s 
development cooperation with Albania 2004-2007) 
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6 Evaluation of Austrian Engagement 

A team of Consultants carried out an evaluation of Austrian cooperation with Albania (KEK-
CDC-consultants, 2005). The Sector Energy is summarised as follows: 

“The main sources for energy are oil and hydro-electric power. There are also some small 
deposits of natural gas and coal. Back in 1990, charcoal was still an important source of 
energy for domestic heating. At that time, the per capita consumption of energy was about 
20 % of that in Western Europe. 

Before 1990, Albania has been a net-exporter of electric energy to Greece, Macedonia, 
Kosovo and Montenegro. The export of oil products and electric power was a significant 
source of income for the country. After 1990 export of energy dropped substantially, slashing 
the income from 50 Mio. $ in 1986 to one third in 1992, whereby the export of oil products 
ceased. 

This underlines the importance of the hydro-power sector for the economy of the country. In 
1992, Albania had an installed capacity of 1445 MW which equaled 88 % of the total capac-
ity of power production, with the remaining 12 % coming from thermo power plants. The 
technically exploitable hydro-power potential is estimated to be around 3200 MW. Apart from 
some 9 big hydro power plants about 80 small-scale hydro power plants exist, although few 
of them are operational. To balance the source of electric power, currently a new thermo 
power plant is under construction in Vloré with a capacity of about 200 MW. 

Whereas earlier the industry accounted for about 80 % of the domestic consumption, the 
pattern changed drastically after 1990 with a fast growth in consumer consumption resulting 
in changed consumption patterns. Technically the power generation and distribution is no 
longer adequate for this new situation (e.g. no private meters, insufficient capacity and 
compatibility of grids, unreliable power supply). 

Most hydro power plants (except Komani on Drin River, 1986) as well as the medium-voltage 
transmission grid were built with old technology dated 1950 to 1970. Therefore, the rehabili-
tation of existing plants and up-grading of the transmission and distribution system are the 
priority in the electricity sector. New interconnection lines with neighboring countries are also 
part of meeting the obligations under the Athens Memorandum in the context of the estab-
lishment of the Energy Community in South East Europe. 

With the collapse of the old system and the sharp decline of revenue it appears that mainte-
nance stalled and investments to rehabilitate the system were also not available. The finan-
cial situation deteriorated rapidly after 1995, when prices except those for electricity were 
liberalized. The low price and the absence of an effective revenue collection resulted in an 
artificial demand the rose from 2.3 TWh in 1993 to 5.6 TWh in 1999 and to huge nontechni-
cal losses. 

To establish an adequate institutional framework for the power sector, the Government, with 
the support from donors (banks), in the mid 90’ties embarked on a sector reform which 
resulted in a Power Sector Policy Statement adopted by the Government in April 2002 and 
produced an energy strategy and a strategic investment plan for the period 2003 to 2015. 
The sector reform is also the basis for a transitional market mechanism that gradually leads 
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to the privatization of the power utilities. 

Further Engagement in the energy sector is recommended:  

“Energy, in particular hydro-power, is a high priority sector for Albania. The government has 
developed a National Energy Strategy and has induced considerable institutional reforms. 
With the DRCRP, ADA is still involved in a substantial project and Austria has strong exper-
tise to offer in hydro-power. At the same time, ADA established a good cooperation with 
other donors in the sector and built a reputation with the Albanian partners. These are all 
factors that would suggest a continued involvement in the sector. The question is to what 
extent ADA can allocate sufficient funds for a sector that requires large investments. The 
OZA ‘Strategy on Environment, Water and Energy’ (2004 - 06) states that big, ‘stand-alone’ 
investments should be the exception. An option that might fit into this strategy, is a support 
scheme for the rehabilitation of small hydro power plants, for instance in cooperation with 
KfW. In spite of the fact that these plants are privatised, the option to involve Austrian exper-
tise through a public-private partnership might still be in line with ADA’s objectives. Along 
with the already planned involvement in solar energy, it would allow to establish a focus of 
ADA in renewable energy (water, solar, wind). 
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7 Preliminary Ideas for a Sector Concept 

7.1 Potential engagement of Austrian actors 

In the following, some first very preliminary ideas for a future engagement of Austrian actors 
in Albania are drafted.  

7.1.1 Bio-energy projects 

For space heating and –cooling, a combined appliance is frequently used in Albania, which 
can be used for heating in winter and for cooling in summer. Even if replaced for heating in 
winter time by other energy technologies, it would possibly continually be used for cooling 
purposes (comment Dollaku).  

The scope of the National Energy Strategy is to develop an effective energy sector that 
guarantees the security of energy supply in general: LPG would replace electricity for heat-
ing, but would have to be imported. Bioenergy-development in small scale applications is an 
alternative to LPG. 

Albanian National Strategy of Energy reveals a rather negative perception and assessment 
of the potential role bio-energy could play in the future energy system of the country (see 
chapter 3.11). Bio-energy plays a role as a fuel for domestic heating and cooking, as a by-
product of wood processing workshops and –industry. The energy efficiency Handbook, 
issued by UNDP and Albania-Eu Energy Efficiency Centre, does not list bio-energy among 
renewable energy sources (Only Solar, Wind and Small Hydro are described in some detail)! 

Even the evaluation of Austrian Engagement (KEK-CDC, 2005, chapter 2.2.2) ignores the 
role of bio-energy, when hydro energy and oil are seen as the most important energy 
sources. This has been expressed and corrected by (Hüpfl, 2005).  

Fetching of firewood in many Albanian communities is work of women (Saltmarshe, 2001) 

 

Bio-energy projects are often too small for the “big” donors like EBRD and World Bank.  

To detail the possibilities of bio-energy utilisation, the following measures are proposed to be 
taken into consideration by ADA: 

1. Training course for small scale applications of bio-energy.  

Such a course could be carried out in co-operation with the Austrian Tile Stove Associa-
tion - Research Centre of the Austrian Stove Fitters. Target group would be workshops 
which in the future would construct and implement improved stoves for heating and/or 
cooking, and energy experts from authorities, who should become acquainted with the 
potential of improved small scale biomass equipment. 

 

 



 
Preliminary Ideas for a Sector Concept 

  66

2. Training course for bio-energy-utilisation in the medium scale and for biomass CHP 

Such a course would provide trainings for planning of medium-scale applications of bio 
energy equipment in the range of some 100 kW to several MW. The course would focus 
on heat applications, but also take CHP into account. Target groups for the training 
would be planners and potentially energy experts from authorities, who should become 
acquainted with the technologies. 

Both courses should be coupled with demonstration of implemented projects in Albania. 

7.1.2 Hydropower Rehabilitation and –Construction 

Continuation of existing engagement 

“Foreign Investors are looked for, which would be willing to operate hydro power plants in co-
operation with Albanian experts. There are many hydro power projects in the range of 5 to 
25 MW, where Albanian investors would be available, at least as co-investors. However, 
there is little trust in the capabilities of Albanian technical experts and in KESH, which is still 
state owned, to operate such plants alone” (communication ALMAKO). 

“In the last few weeks KÖBU Tirana has been preoccupied with this issue and has initiated 
numerous discussions. For quite a while it has been in contact with WKO/AhSt Laibach and 
has been jointly trying to find opportunities to attract Austrian companies into these capital 
intensive projects.  

Discussions with representatives of the government, KESH, Albanian Energy Agency and 
other donors (EBRD, SECO, Norway) have indicated that on the one hand there are numer-
ous open issues, on the other hand, involvement in the HPP projects bears high risk. These 
are just a few reasons: 

▪ Property rights - an issue frequently mentioned  

▪ A number of relevant actors, either people or organizations, hope to get a bigger slice of 
pie as a result of privatization or rehabilitation projects  

▪ Ambiguous plans of the government regarding other HPPs privatization  

Given the preparation of the new LP, where energy will be one of the main focuses, this 
information is vital for a definition of this report and its limitations. Therefore it is likely that 
the new LP will give special consideration to both energy production based on various re-
newable energy sources and energy efficiency projects. According to the current information 
available the OZA commitment to the HPP seems uncertain. Further commitment to the 
GWKW (DRCRP) requires some discussion given the strategic considerations.”  

(comm. Opancar) 

In a bilateral agreement between Albania and Italy the latter has provided funding in the 
amount of 51.5 m EUR thus securing access to numerous HPPs. It has, however, to be still 
identified, which HPPs are available in Albania. Other donor countries seem to be both 
quicker and to have more funds than Austria. Given the difficult circumstances (the topic of 



 
Preliminary Ideas for a Sector Concept 

  67

HPPs and their privatization is a highly debated one) this information should be taken into 
consideration if OZA enters the HPP market in Albania.  

(comm. Opancar) 

 

7.1.3 Wind energy projects preparation 

Austria is among the countries with a rather high share of wind energy in its electricity supply 
(some 2%), one of the world wide highest values of a landlocked country. It has accumulated 
a lot of experience in terms of site selection, measurement of wind-speed, application of 
wind energy in cold climate and in mountainous areas. There is interest among private 
companies to carry out measurement of wind speed in selected areas of the country, and to 
invest in wind energy (comm. Energiewerkstatt, Patschka, Strassner). 

 

7.1.4 Promotion of Solar Thermal Energy 

Recommendation: Continuation of existing project. Solar thermal energy substitutes for 
electric appliances, LPG or other sources. One problem is the frequent interruption of elec-
tricity supply, what favours thermo-siphon system over pumped systems. 

 

7.1.5 Improvement of thermal quality of Buildings 

Most heating systems are run by electricity. Through insulation of buildings about one third of 
energy for heating could be saved (enerCEE, ENERDATA). The planned workshop of AWO 
(see chapter 4.2.7) should be used to detail this task. 

 

7.1.6 Trainings according to Kyoto Mechanisms 

Wanted by Albanian bodies, see chapter 4.1.2 

 

7.1.7 Traditional Energy Technologies 

Besides the topics emphasised above, all modern energy technologies could potentially be 
applied in the Albanian market. A future Sector concept would have to select those which are 
most interesting and promising. 
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9 Attachments 

9.1 Reactions to the draft-Report 

Von: bledar dollaku [bledar.dollaku@ada.gv.at] 
Gesendet: Montag, 23. Jänner 2006 14:37 
An: Schmidl Johannes 
Betreff: Review Energie Sector 

Sehr geerhter Herr Schmidl, 

 

Ich danke Ihnen für die sehr gründliche Recherche über den Energiesektor in Albanien. Ich 
denke, diese Studie ist eine sehr gute Arbeitsgrundlage für unsere Arbeit.  

Ich habe mir einige Anmerkungen erlaubt.  

 

3.6. 

As regards to the privatisation of KESH, in the years between 2001 and 2005 several re-
peated tenders were announced. All failed though, since only one bid was received, and 
three are required by law. The government’s plan is to complete the privatisation of the 
company until 2007. Since the beginning of 2005 it has stopped subsidising electricity im-
ports 

 

Mir ist eine derartige Bemühung, den gesamten KESH zu privatisieren, nicht bekannt. 
Die gescheiterten Tenders bei KESH haben in der Regel alle mit nicht gelungenen 
Energieerwerb zu tun. Tendering in Albanien ist eine sehr heikles Thema. Wenn man 
das Wort Tender erwähnt, weckt man sofort Associationen mit Korruption. Und erst 
recht bei KESH, wo es um immense Tenderbeträge geht. Die Ausschreibungen für 
Energieerwerb scheitern unter anderem auch daran, dass das Gesetz über Public 
Procurement in Albanien nicht für Stromerwerb angedacht war. Deshalb ist es kam 
möglich, mit einem Gesetz, dass für öffentliche Beschaffungen gemacht wurde, Ener-
gie zu erwerben. Aus diesem Grund ist die neue Regierung zu direkten Procurements 
übergegangen, dass wiederum sehr korruptionsanfällig sein können.   

 

3.8.1. 

Apart from the large and medium sized HPP-s, there are 83 small hydropower plants (SHPP-
s) in Albania (owned by KESH) ranging from 0.05 to 1.2 MW, most of them built before 1970 
and shut after the construction of the big hydro power plants in the 1970ies. 

 



 
Attachments 

  73

Das ist richtig. Es gibt eine Studie von der Ö Firma Posch and Partner über die 
KWKW’s in Albanien. Diese Studie habe ich noch nicht gesehen. Es ist mir von Herrn 
Posch versprochen, die Studie demnächst dem KOBÜ zukommen zu lassen. Diese 
Firma ist jedenfalls in das Thema der KWKW in Albanien interessiert. Ansonsten, wie 
sie richtigerweise anmerken, ist das Thema nicht sehr durchsichtig. Wir verlieren es 
aber nicht von unseren Augen.  

 

3.8.5 

The forests cover 1,030,000 ha or 36% of the country’s territory, 

Etwas optimistische Zahl 

 

3.10.2 

TEC von Vlora 

 

Soll eine Kapazität von etwa 100 MGW bringen. Ist die absolute Priorität der Regie-
rung im Bereich Energieproduktion. Ansonsten ist die Regierung stark an Transmis-
sion focousiert. Es gibt Widerstand gegen die TEC in Vlora seitens der Bürgerbewe-
gungen und der Umweltschützer, die für den Erhalt von Bucht von Vlora für touristi-
sche Zwecke plädieren.  

 

3.10.2 

High values of electricity consumption for space heating  

 

For space heating in Albanien wird eine Art kombiniertes Gerät benutzt, die im Winter 
Wärme und im Sommer Kühle spendet. Für Raumheizung sind vorstellbar auch ande-
re Energiequellen, aber für Kühlung im Sommer, was sehr wichtig ist, werden diese 
Geräte weiter benutzt werden. In dem westlichen Teil des Landes ist die Heizung im 
Winter nicht so extrem notwendig. Das erklärt auch die Tatsache, dass der Isolation 
am Bau kaum Interesse gewidmet wird.   

 

4.1.1 

he weakness of local government institutions still exist and make them susceptible to political 
instability. 
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Im Energiebereich spielen die Gemeinden laut der aktuellen albanischen Gesetzge-
bung keine Rolle. 

 

Es stimmt was Sie schreiben:  Die Energieversorgung in Albanien ist sehr hydro-
lastig und dabei fast von nur einem Fluss abhängig, von Drin. Das macht die Voraus-
planung der Energiebalance sehr schwierig. Im Jahr 2002 gab es ein Projekt, das ad 
acta gelegt worden ist. Es war eine zugesagte Investition der chinesischen Regierung 
von $ 120 Mio  für den Bau eines zusätzlichen Wasserkraftwerks bei BUSHAT am 
Drin/Buna Fluss. Die Baupläne waren fertig. Die Weltbank hat sich quer gelegt mit der 
Begründung, es fehle die dazugehörige Umweltstudie. 

 

Ein anderes großes Vorhaben im Energiebereich ist das Projekt AMBO. Ein Pipeline 
soll den Seehafen von Burgas mit der Adria verbinden. Einige Infos diesbezüglich: 

 
The AMBO pipeline project entails a proposed 570-mile, 750,000-barrel-per-day (bbl/d) 
pipeline connecting the Black Sea port of Burgas with the Albanian Adriatic port of 
Vlore. This allows sea borne oil exports from Russia and the Caspian Sea region to 
flow overland between the Black Sea to the Adriatic, bypassing Turkey's increasingly 
congested Bosporus and Dardanelles (see map). With oil exports from the Caspian 
Sea region projected to increase rapidly in the next decade, the AMBO pipeline pro-
posal is one of several "Bosporus bypass" oil pipeline proposals that are currently 
under consideration or in development. 
 
A feasibility study for the AMBO project, funded by the U.S. government, was suc-
cessfully completed in September 2002, with the Albanians approving the proposed 
route across their territory in December 2003. The project is estimated to cost $1.2 
billion, of which $930 million will be provided by international donors such as the 
World Bank, the European Bank for Reconstruction and Development, the Interna-
tional Monetary Fund, the U.S. Export-Import Bank and the U.S. Overseas Private 
Investment Corporation. Construction is expected to begin in 2005, and to be com-
pleted by 2008. The AMBO Pipeline Corporation, based in New York, has been estab-
lished with exclusive rights to develop the project.  

 

 

Mit freundlichen Grüßen 

 

Bledar Dollaku 
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9.2 Support of KESH 
The following listing was supplied by Bledar Dollaku 

 

Reaktionen auf Draft\KESH.pdf 
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9.3 Fact Sheet ECS 
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EU/South Eastern Europe Energy Community 

 
What was the motivation behind the 
creation of the Energy Community? 
 
 
Damaged Infrastructure 
A stable and reliable supply of energy is 
one of the prerequisites for sustainable 
economic development and social stability. 
In South Eastern Europe, the conflicts of 
the 1990’s inflicted further damage on, and 
in some cases destroyed, an a system 
already struggling to cope with the effects 
of the break up of the former Yugoslavia. 
Therefore power cuts and “brown outs” are 
all too familiar events in the region – events 
that damage economic development and 
ones that can lead to social unrest. 
 
Investment Needs 
A recent study undertaken by the European 
Commission and the World Bank estimates 
that €12.5 billion will be required in the next 
15 years to rehabilitate existing power 
plants and construct new ones and this is 
on top of the €8.5 billion required for 
investments in transmission and distri-
bution.  
 
All of these demands must be placed in the 
context of the limited borrowing capacity of 
the SEE countries, competing demands for 
other infrastructure development (e.g. €16 
billion between now and 2015 for road and 
rail requirements) and the fact that donor 
grants are decreasing. Therefore regional 
co-operation to reduce costs and improve 
efficiency must be a key element of 
government’s development strategies.  
 
Diversity of Supply 
For the EU and SEE, an energy community 
provides an important geopolitical 
opportunity to diversify supply routes for 
different forms of energy and reduce 
reliance on one or two sources of supply. 
 
 
 

 
How was this Community developed?  
 
 
The creation of the Energy Community in 
SEE is the outcome of the so-called 
“Athens Process” for regional energy co-
operation. This process was launched by 
the European Commission with the support 
of the Stability Pact in 2002.  Thanks to the 
dedication of all the parties involved it made 
rapid progress including the signing of a 
Memorandum of Understanding on 
Electricity in November 2002 in Athens and 
the expansion of this co-operation to the 
gas sector through a second Memorandum 
of Understanding in December 2003. Under 
these, the SEE countries committed 
themselves to introducing common rules 
based on EU legislation in these two 
sectors. The process received a significant 
boost through the physical reconnection of 
the SEE grids to the UCTE network in 
October 2004. 
 
The SEE countries efforts are being 
supported by a well co-ordinated group of 
donors led by the European Commission 
and including the World Bank, the EBRD, 
IEA, EIB, USAID, CIDA (Canada), Austria, 
Italy, France, Germany, the Czech Republic 
and Greece. 
The Stability Pact’s role has been to 
complement the European Commission’s 
lead by generating political support for the 
process among the SEE governments and 
the international community as well as 
promoting the process to the business 
community. 
 
 
 
 
 
 
 
 
 
 



                         
 

 
 
Who are the signatories of the Treaty?  
 
 
The signatories will be the European Union 
(represented by the UK who currently holds 
the EU Presidency), Albania, Bosnia and 
Herzegovina, Bulgaria, Croatia, the former 
Yugoslav Republic of Macedonia, Romania, 
Serbia and Montenegro and the Special 
Representative of the Secretary General on 
behalf of the United Nations Interim Mission 
in Kosovo. Moldova has observer status. 
 
 
What will be the results of this Treaty? 
 
 
The Treaty aims to create a single stable 
regulatory framework for the trading of 
energy across borders through ensuring 
that the SEE countries adopt the EU’s 
acquis communitaire in areas such as 
energy, environment and competition. 
 
The economic impact of this will be to 
create a larger, predictable market that is 
attractive for investors. A modern market 
that provides a level playing field for all 
participants and one that increases the 
reliability and security of the energy 
systems. It will also encourage the 
development of the market for gas, which is 
under developed in the region and provide 
greater opportunities for the skilled labour 
force in the region. The preparatory work 
including identification of rehabilitation and 
investment projects should facilitate 
investments from both the public and 
private sector as the industry is restructured 
and opportunities to build and operate new  
 
 

 
 
power plants or manage distribution 
companies emerge. The World Bank has 
already put in place a US$1 billion “fast 
track” loan to assist investments throughout 
the region. 
 
The political significance of this treaty 
should not be underestimated. The SEE 
countries have formalised their commitment 
to regional co-operation in the energy 
sector including providing mutual 
assistance, with an internationally binding 
treaty. Implementation will result in the 
countries of SEE becoming part of the 
EU’s internal market in a key economic 
sector before their accession to the EU. 
Many have compared this Treaty to the 
1951 European Coal and Steel Community 
Treaty that paved the way for the European 
Community. 
 
What Challenges Lie Ahead?  
 
 
This Treaty is a highly ambitious one. It 
commits the SEE countries to a rapid 
timetable for restructuring a largely state-
owned industry and adopting challenging 
directives in areas such as environment. 
Their progress on this will be monitored 
closely by the European Union and by the 
private sector as it considers what 
investments it can make. The socio-
economic impact of the transformation 
including restructuring of companies and 
the introduction of tariff reforms must be 
acknowledged and programmes to create a 
social safety net, particularly for vulnerable 
groups. The EBRD and the World Bank are 
already working on these areas but more is 
needed.  
 

About the Stability Pact  
 

Launched in 1999, the Stability Pact for South Eastern Europe is the first comprehensive 
conflict-prevention strategy of the international community, aimed at strengthening the efforts of 
the countries of South East Europe in fostering peace, democracy, respect for human rights and 
economic prosperity. The Stability Pact provides a framework to stimulate regional co-
operation and expedite integration into European and trans-Atlantic structures. The Pact's 
secretariat, located in Brussels, is organised into three units - Working Table I deals with issues 
of democratisation and human rights, Working Table II with economic reconstruction, 
cooperation and development matters and Working Table III with security issues. 
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