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FOREWORD
With its cross-border impacts and the beneﬁts from adopting a regional approach, protection of the environment
has long been an important goal that European Union Member States have pursued through enhanced
integration. By building on this established framework and the ﬁnancial assistance made available by the
European Union, Serbia has been and will be able to fast-track the strengthening of its environmental protection
system beneﬁting public health and economic development, providing for the needs of current and future
generations.
This is no easy task. Whilst providing ﬂexibility for Member States to adapt implementation arrangements to
their constitutional and institutional arrangements, EU environmental legalisation is detailed, speciﬁc and wideranging. Considerable planning and management is required to ensure that the environmental beneﬁts are
obtained eﬀectively and eﬃciently.
This National Environmental Approximation Strategy draws together, rationalises and expands upon previous
planning for the transposition of EU legislation, the strengthening of implementation and enforcement
arrangements and for the provision of the infrastructure that is necessary for Serbia, its municipalities, economic
operators and citizens to be able to comply with their obligations.
The oﬃcial version of the National Environmental Approximation Strategy* was adopted by Serbian Government
on 13 October 2011 establishing the framework for the whole range of transposition and implementation
arrangements required. This, expanded, working version of that strategy contains additional material drawn from
seven underlying environmental ‘sector’ strategies so as to provide greater insight and guidance for convergence
with the European Union’s environmental legislation.
Achieving the goals set out in this working version of the strategy will require time, sustained eﬀorts and
enhanced co-operation between all parties involved in implementing the formidable tasks. For this to be
eﬀective, the Sector Strategies (for horizontal issues, air quality and climate change, industrial pollution and
noise, water management, waste management, nature protection and forestry, and chemicals and genetically
modiﬁed organisms) provide further details and Directive Speciﬁc Implementation Plans are also being prepared.
Progress made in implementing the strategies and plans will need to be closely monitored so that the strategies
and plans can be dynamically adapted to changing circumstances taking advantage of opportunities as they
emerge and overcoming constraints.
Whilst a challenging process, the cost-beneﬁt estimates in this strategy demonstrate that the rewards of enhanced
environmental protection, in terms of improved conditions, health and sustainable development prospects, far
outweigh the costs.

Nebojša Pokimica
Assistant Minister
Ministry of Environment,
Mining and Spatial Planning

* Published in the Oﬃcial Journal of the Republic of Serbia, No. 80/11 of 28 October 2011.
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not necessarily represent the oﬃcial position of the European Union.
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qualiﬁed practitioners.
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Neither this nor the oﬃcial version of the National Environmental Approximation Strategy are to be considered
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commitments.
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EXECUTIVE SUMMARY
Towards the end of 2011, Serbia will reach a milestone in its eﬀort to accede to the European Union (EU). After the
publication of the European Commission’s opinion on the state of preparedness of Serbia for EU accession, the
European Council may decide to grant the status of Candidate Country to Serbia and also to open the accession
negotiations. While there will be a number of factors inﬂuencing these decisions, the Serbian administration will
further demonstrate its commitment to the EU accession process, by continuing to put in place all the conditions
necessary for Serbia to be able to comply with the obligations of EU membership.
Great progress has been made over the last decade in strengthening environmental protection in Serbia, yet
much remains to be done. A high level of environmental protection is one of the basic objectives enshrined in
the EU Treaty, together with the principles of sustainable development and the integration of environmental
protection into all policies. Consequently the EU’s environmental policy is wide-ranging and the legislation
implementing the policy is extensive.
Serbia is still suﬀering from a legacy of environmental degradation. For instance, whereas on average within
the EU nearly 90% of urban waste water is treated prior to release and nearly 100% of municipal solid waste is
collected, in Serbia only 10% of waste water is treated prior to release and only 60% of municipal solid waste is
collected. In addition, the municipal solid waste that is collected largely has to be disposed of in landﬁlls that do
not adequately protect the environment and public health. Less than 15% of municipal solid waste collected in
Serbia is disposed of in landﬁlls that would comply with EU standards in contrast to the average in the EU which
is 99%. Similarly, whilst on average in the EU over 40% of municipal solid waste is recycled, in Serbia this recycling
rate is only 4%. Serbia also suﬀers from higher levels of air pollution than average EU levels, with NOx emissions
in Serbia being 35% higher per capita than in the EU and SO2 emissions per capita being over 5.5 times higher
than in the EU.
The most recent enlargements of the European Union demonstrate the complexities involved in putting in
place all the conditions for compliance with the EU’s environmental legislation - especially in situations where
environmental protection currently lags behind that within the EU.
Overcoming this challenge requires sustained progress in three particular areas: transposition of the EU’s
environmental legislation into national legislation; putting in place the administrative capacity to implement,
monitor and enforce that legislation; and establishing the infrastructure required to be able to comply with the
legislation.
These three interrelated issues are addressed in this National Environmental Approximation Strategy (NEAS),
drawing together and extending the previous work and strategies prepared for EU accession and environmental
protection. This three pronged approach is particularly important since, as demonstrated herein, the cost of
preparing for and complying with the EU’s environmental legislation is high. It is therefore important that the
phasing of activities is optimised so that limited resources are deployed economically, eﬃciently and eﬀectively,
obtaining the best value for money. Thus, as foreseen in the Terms of Reference for the EU “Technical Assistance
for Development of a national Environmental Approximation Strategy” project, the NEAS together with the
supporting analytical documentation and reports will be used for the updating of the National Programme
of Environmental Protection (NPEP) and the National Programme for EU Integration (NPI). In addition, the
economic and ﬁnancial beneﬁts to Serbia of improved environmental protection in line with EU legislation are
demonstrated in this NEAS.
In order that a consistent and coherent approach was developed, the preparation of the NEAS was undertaken
in accordance with the standard planning hierarchy most commonly used for the preparation of strategic plans.
This NEAS represents the highest level within this hierarchy. The issues addressed herein are cross-cutting and
common to all sub-components (sectors) of the environmental Acquis of the European Union. On the basis
of the cross-cutting approach presented in this NEAS, sectoral strategies are being developed. These sectoral
strategies are tactical plans in which the generic approach presented in the NEAS is tailored for and applied to
the speciﬁcities of the various environmental sub-sectors (e.g. waste, water, industrial pollution, etc.). In addition
Directive Speciﬁc Implementation Plans will be developed which will correspond to the operational plans of the
standard strategic planning hierarchy.
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Three overarching policies are proposed in order to successfully negotiate on Chapter 27 and to achieve full
compliance with the environmental Acquis at the earliest possible moment.
» Serbian legislation should mirror the EU Acquis; no less, no more – any additional requirements or stricter
standards would only be deployed when environmentally and economically justiﬁable, and not contradicting
EU laws;
» Use of donor funds should be maximised – this involves establishment of appropriate absorption capacity,
i.e. adequate institutions and pipeline of projects. Private sector involvement should be further stimulated by
creating favourable conditions to attract investment. A balanced economic strategy that will in turn minimise
the needed intervention from Serbian public budgets, should be maintained;
» Implementation should focus on EU requirements – work on approximation and on implementation of the
Acquis should have an absolute priority over other national agendas; ﬁnancial and staﬀ resources should be
reallocated to reﬂect this preference, especially in consideration of the restrictions of budgetary expenditures
and staﬀ levels.
An important element for the planning of requests for transitional periods and for economic planning of
approximation overall, is the date of accession. Since setting such a (reference) date is still premature, a tentative
accession date of 1 January 2019 has been assumed by the NEAS solely for the purposes of economic and
ﬁnancial planning and for setting a dividing line for potential transitional periods.
While transposition of the environmental Acquis has progressed well, the legislative challenge remains
signiﬁcant. The legislative practice should change in order to separate policy making from drafting of legal texts, to
ensure for inclusion of stakeholders and civil society in the process and to lead to a coherent set of environmental
legislation that provides for full transposition of the Acquis and at the same time is clear, unambiguous, not
over-prescriptive and straightforward. Moreover, the Acquis is a moving target and new directives that will be
adopted up to the date of Serbia’s accession also need to be transposed.
The economic challenge of environmental approximation is enormous. Based on the state of environmental
infrastructure in Serbia and extrapolation from the situation in countries that recently acceded to the EU, it is
estimated that the total cost of meeting the requirements of the environmental Acquis will be around €10.6
billion (between now and 2030), the most demanding sectors being water (€ 5.6 billion), waste (€2.8 billion) and
industrial pollution (€1.3 billion). An important part of the costs are operational ones, which cannot be covered
by international sources and will have to be ﬁnanced from public budgets, private sources or charges. The need
of additional ﬁnancing from Serbian public budgets is estimated to peak at around €360 million in 2018 and
should steadily decrease thereafter until about 2025, when full cost recovery can be achieved. Meeting of all these
projections successfully is predicated on the development of a robust economic capacity in MEMSP and other
ministries competent for certain issues, as well as the optimised use of the economic instruments. Strengthened
protection of the environment in line with the requirements of the Acquis however produces economic beneﬁts
through: improvement in the health of individuals; fewer deaths and improved life expectancy; reductions in
damage to agricultural production and property from pollution; healthier ecosystems, which for instance reduce
the loss of biodiversity. The direct economic beneﬁts arising from environmental compliance between now and
2030 should outweigh the costs by a factor of approximately 2.4.
The institutional challenge is also signiﬁcant. An absolute priority should be given to approximation to the
Acquis and its implementation. Optimally, competencies of MEMSP should mirror the extent of the environmental
Acquis and implementation should be devolved to an executive agency, as is the case in many EU Member
States, thus allowing MEMSP to strengthen legislation and policy making. In the current institutional architecture
of the Serbian central government, successful implementation will require signiﬁcant enhancement of current
intra- and inter-ministerial coordination and cooperation channels, a situation comparable to the Czech Republic
for example. The structure of the Chapter 27 Sub-working group, chaired by a State Secretary of the MEMSP, will
be very instrumental for this purpose and can eﬀectively link approximation planning, support negotiations, and
coordinate implementation. It will be complemented by working groups for the implementation of individual
directives, chaired typically by heads of department and reporting to the Chapter 27 Sub-working group, which
in turn should serve as a platform for ensuring the eﬃcient inter-ministerial co-ordination.
At the end of accession negotiations, transitional periods will be agreed for the implementation of selected heavy
investment directives. With the currently available economic knowledge, and subject to its further speciﬁcation
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in the Directive-Speciﬁc Implementation Plans and economic strategies, urban waste water treatment plants,
waste storage facilities required under the Nitrates Directive, municipal solid waste facilities and selected
industrial installations would be the candidates for a transitional period. For all other components of the Acquis,
at this stage, achievement of compliance by the date of accession seems to be realistic. This will be kept under
review as the sector strategies are ﬁnalised and the Directive Speciﬁc Implementation Plans prepared.
This NEAS provides a framework for future work, with two further levels of planning instruments being anticipated:
strategies for individual environmental sectors and Directive-Specific Implementation Plans. The Sector
Strategies are largely completed and implementation plans should be ﬁnalised before accession negotiations on
chapter 27 commence, to feed in the information that is required1. Both of these lower levels of planning should
provide more ﬂexible and living documents when compared with the NEAS, and that is also the reason why they
are not considered for Government approval, at least at this stage.
Application of the environmental legislation of the EU in Serbia will be neither easy, nor cheap. It will also not
happen instantly, and it is in fact more important to do it properly rather than fast. But this complex exercise
should bear its fruits. The introduction of EU environmental legislation in Serbia is not just a formal obligation
prescribed by Brussels; it is a programme for achieving a better state of the environment and a better quality of
life for all Serbian citizens.

1

According to the Water Law, the Water Management Strategy for the territory of the Republic of Serbia is being drafted, and will be ﬁnalised by
January 2012, and after the public hearing, will be adopted by the Government on the request by the MATFWM.
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CHAPTER 1

SCOPE AND
METHODOLOGY
OF THE STRATEGY

1.1 SCOPE OF THE STRATEGY
The NEAS is focussed on Chapter 27 of the Acquis2 and aimed at ensuring that Serbia can prepare in the most
eﬀective way for the negotiations to be conducted with the Commission and EU Council and can meet its
obligations arising from membership.
The NEAS considers the full range of institutions involved with Chapter 27 at national, provincial and local levels
with priority given to the national level.

1.2 METHODOLOGY FOR DEVELOPMENT OF THE STRATEGY
This NEAS has been developed within the standard strategic planning hierarchy:

This NEAS represents the highest level within this hierarchy. The issues addressed herein are cross-cutting and
common to all sub-components (sectors) of the environmental Acquis of the European Union. The approach to
the management and successful achievement of the three fundamental tasks required is presented: preparation
and adoption of a national legislative framework that is in accordance with the provisions of the directives,
regulations and decisions of the EU; establishment of the administrative systems and procedures for the correct
implementation and enforcement of the legislation; improving existing and installation of new infrastructure so
as to be able to comply with the legislative provisions.
The Sector Strategies are being developed in line with the fundamental principles for transposition,
implementation and enforcement, and infrastructure development. They represent the tactical plans. Within
these, the generic approach presented in the NEAS is tailored for and applied to the speciﬁc context of each
sector, which diﬀer in a variety of ways such as: the intensity of the environmental pressures; the state of readiness
to comply with the Acquis; the institutional structures; and the attractiveness for private sector investment.
The directive speciﬁc plans correspond to operational plans in the hierarchy. They are being developed so that
the tactical objectives for each sector can be achieved economically, eﬃciently and eﬀectively.
This top-down hierarchical planning is required for consistency and coherence. However, a participatory
approach has been adopted for this top-down planning approach in full partnership with central, provincial and
local governmental and non-governmental stakeholders so that the strategic framework is founded in reality,
takes adequate account of available information and is based upon consideration of the broad spectrum of
perspectives. This has been vital for building ownership of the Strategy so that not only is it suitable and feasible
but also acceptable to the various stakeholders.
Supported by technical assistance provided by the European Commission (through the EAS Project) over 30
workshops were held at which legal, institutional and economic arrangements were discussed for the application
of the environmental Acquis in the six identiﬁed sub-sectors: horizontal; air quality and climate change; industrial
pollution and noise; nature protection; chemicals and GMOs; water; and waste. Fifteen Peer Platform meetings
were also held to address legal, institutional and economic issues that are cross-cutting in that they relate to
all of the six sectors. As well as the relevant public sector institutions (central; provincial; local), representatives
from businesses and civil society organisations (CSOs) were also involved in the workshops and Peer Platform
meetings.
2

At an early stage of development of this Strategy it was decided not to include ‘civil protection’ other than the part that relates to the remit of the
Ministry of Environment, Mining and Spatial Planning, which is SEVESO II. Other competencies only concern the Ministry of Interior and do not
require transposition action. Solely implementation action is required in that area.
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Previous strategies for both EU integration (the National Programme for EU Integration, hereinafter NPI) and the
strengthening of environmental protection in Serbia (for instance the National Programme for Environmental
Protection, hereinafter NPEP, and the National Sustainable Development Strategy, hereinafter NSDS) were taken
into consideration as were the responses to the Accession Questionnaire (submitted to the EU, 31 January 2011).
For a strategy to be eﬀective it cannot be static. As external and internal circumstances evolve, strategies need to
be adapted if their relevance is to be maintained. Thus, this NEAS will need to be adjusted as progress is achieved
over time.
This requires establishment of an eﬀective management information system which is suitable for the various
participants in the approximation process. Senior staﬀ of the MEMSP require an executive information system
giving access to high-level - aggregate - internal information on the progress of approximation and external
information so that decisions on the adaptation of the Strategy can be made. Line-managers from the various
bodies involved, together with the members of the working groups to be established, require decision support
systems so that the consequences of diﬀerent scenarios can be assessed as the process moves forward. The
economic and ﬁnancial tools developed for the preparation of the NEAS are likely to be core components of such
decision support systems. Speciﬁc operational monitoring tools need to be put in place to provide reassurance
that national legislation results in a system that is in accordance with the requirements of each directive. All of
these systems require consistent improvement in the content and availability of environmental data.
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CHAPTER 2

OVERVIEW
OF CURRENT
SITUATION

2.1 BACKGROUND
The Republic of Serbia made a formal application to join the European Union on 22 December 2009. This
application marks the start of the accession process by which Serbia will move towards membership of the EU.
An important part of the accession process is approximation, the process by which Serbia aligns its legislation,
institutional structures and work practices with the requirements of the European legislation, more commonly
known as the Acquis.
For current Candidate Countries, the Acquis has been divided into thirty ﬁve chapters for negotiation, with
each chapter being negotiated separately. The National Environmental Approximation Strategy is focussed on
Chapter 27 “Environment”. The Minister of Environment, Mining and Spatial Planning is politically responsible for
this chapter.3
Based on the experience of the ten countries that became Member States on 1 May 2004 and the two on
1 January 2007, it is likely that the accession process could last between eight and ten years. The length of the
accession process will depend in part on the eﬀectiveness of the negotiations conducted by Serbia with the EU
but also on political considerations, both internal and external. As Chapter 27 represents approximately one third
of the Acquis and the bulk of the required investments, it is logical that it deserves more than average political
and administrative attention.
Purely for purposes of planning, a tentative accession date of 1 January 2019 has therefore been assumed in this
document. Similarly it has been assumed that Serbia will have obtained the oﬃcial status of “Candidate Country”
by 1 January 2012. After accession, Serbia is likely to have easier access to the required funding as it can be
expected that access to EU structural funds would increase the availability of grants and access to IFI ﬁnancing4
may also be easier. EU accession may also be expected, on the basis of past experience, to assist in improving
the credit rating of both itself and its sub-national borrowers, facilitating access to credit markets. This is due
to the twin boost to security from (I) large grants for infrastructure projects and (II) the added security that EU
membership and discipline implies for international lenders. To a lesser extent becoming a candidate county is
also likely to increase access to funds, as foreign direct investment would be forecast to increase and the credit
rating of Serbia may improve

2.2 MILESTONES IN DEVELOPMENT
Serbia today is still suﬀering from a legacy of environmental neglect and deterioration resulting from a governance
system that failed to take into account the sustainability of economic and infrastructure developments, the impact
of economic sanctions and conﬂict in the region. Initially in the immediate aftermath of the regional conﬂict,
environmental protection though was not generally perceived in Serbia to be of the highest importance. Rather
the perception of many appeared to be that environmental protection was an expensive luxury that Serbia could
not aﬀord, and that instead the priorities were political stability, economic growth, increased employment and
post-conﬂict reconstruction and clean-up.
Serbia’s environmental authorities have paid particular attention to challenging and changing such perceptions
through the preparation of a number of strategies in close partnership with other branches of the public
administration and representatives of civil society. By bringing together a constellation of stakeholders from a
diverse variety of backgrounds, the participatory methods deployed have been fundamental in raising awareness
to the impact of environmental degradation on public health, ecosystems and socio-economic development,
and gaining acceptance of the need for wider protection of the environment.
The strategies developed reﬂect the diﬀerent perspectives from which the challenge of environmental protection
can be viewed, thereby contributing to a holistic approach.
The National Programme for Environmental Protection (NPEP) evolved from a recognition of need for actions
to remediate environmental damage and provide Serbia’s population with environmental public goods. As
such it is based upon a cross-cutting approach that encourages integration of environmental protection into
3
4

Decision on the Establishment of the Coordination Body for the EU Accession Process, Oﬃcial Journal 95/2007, 5/2010 and 87/2010.
IFI ﬁnance is forecast to account for some 5 to 6% of the post accession total cost of approximation and whilst relatively lower than the importance of
grant funding, improved conditions on such loans could have an important impact on Serbia - especially if budgetary funding remains constrained.

National Environmental Approximation Strategy for the Republic of Serbia 19

sectoral policies and provides the framework for the adoption of action plans to address speciﬁc environmental
issues. Incorporating the principles of improved environmental protection throughout policymaking requires
consensus building over time and, to this end, the preparation of the NPEP involved an iterative process which
began in 2003
The Sustainable Development Strategy (SDS) brings together the challenges of socio-economic development
and environmental protection so that the needs of current generations can be provided for without compromising
provisions for the welfare of future generations. The NPEP approved by the Government in March 2010 took into
account the work undertaken in this regard.
In addition to these broadly based and cross-cutting strategies, important strategies and communications
related to speciﬁc aspects of environmental protection have been prepared. The National Strategy on Waste
Management 2010-2019 was adopted in May 20105. The Strategy on Biodiversity, for the period 2011-20186, was
adopted in 2011 and the National Strategy for Sustainable Use of Natural Resources and the Air Protection Strategy
are under development, and expected to be adopted by the end of 2011. The Water Management Strategy for
the territory of the Republic of Serbia is in its drafting phase, and it is planned to be adopted by mid-2012. Serbia’s
First (Initial) National Communication under the United Nations Framework Convention on Climate Change was
submitted to the Secretariat of the Convention in 2010, and preparation of the Second National Communication
is ongoing. The National Implementation Plan for the Stockholm Convention on Persistent Organic Pollutants
was adopted in 20097.
Serbia’s eﬀorts to further the protection of the environment to the beneﬁt of current and future generations has
been consistent with and supported by the considerable eﬀorts of the public authorities to prepare for accession
to the European Union. As part of the Stabilisation and Association Process, which began in 2001, the Government
adopted the ‘Action Plan for Harmonization of draft legislation with the laws of the EU’ in July 2003. This Action
Plan also included justiﬁcation of the need to adopt certain laws, the institutions in charge of implementation,
and other elements of signiﬁcance for the harmonization of the national legal system with the EU Acquis.
On 14 October 2004 the Serbian National Assembly adopted the ‘Resolution on EU Accession’, which for the ﬁrst
time took formal note of the requirement for EU accession to harmonize the Serbian legal framework with the
Acquis. The Resolution stipulated that harmonization of laws with the Acquis would have priority in the work of
the National Assembly and it was accompanied by special procedures to increase the eﬃciency of this process
Following the important 29 April 2008 signature of the Stabilisation and Association Agreement (SAA), in
October 2008 the Serbian National Assembly adopted the National Programme for EU Integration (NPI), further
demonstrating Serbian commitment to the process. The NPI is, for Serbia, a precursor to a National Programme
for the Adoption of the Acquis (NPAA). The starting point for the development of the NPI was, therefore, the need
for candidate countries to transpose into national legislation the provisions of European Directives and to be
ready to abide by the Regulations and Decisions which are applicable in Member States. As such policies, reforms
and measures required to meet this need are identiﬁed in the NPI together with preliminary identiﬁcation of
human and budget resources as well as other funds needed for the implementation of the planned tasks. All
of the environmental Acquis is covered in chapter 3.278 of the NPI, providing a detailed overview of the state
of transposition and implementation, as well as of planned law drafting, institutional developments, staﬀ
requirements and estimated budgets required to ensure appropriate execution of public administration. The NPI
was updated in December 2009.
On the basis of the NPI and in line with Article 64 of the Law on Environmental Protection, the NPEP was ﬁnalised
and approved by the Government on 10 March 2010. It was however explicitly noted in the NPI that “... no cost
assessment for approximation with the Acquis in the ﬁeld of the environment has been made in the Republic of Serbia”
and it was recognised that this deﬁciency needed to be addressed.
The planning and analytical frameworks on which the NPEP and NPI are based are therefore drawn together and
updated in this National Environmental Approximation Strategy (NEAS) with consideration also being taken
of Serbia’s answers to the Accession Questionnaire, which were submitted on 31 January 2011. The systems,
5
6
7
8
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mechanisms and procedures for the alignment of Serbian environmental legislation with the Acquis and its
subsequent implementation are addressed, as are the infrastructure developments required to provide for
compliance therewith. The strategic approach presented herein has been developed on the basis of a full costbeneﬁt analysis that has identiﬁed aspects in which planning for EU accession in the sphere of environmental
protection can be optimised for instance through the adjustment of envisaged timetables and phasing of
infrastructure developments.
Therefore, as foreseen in the Terms of Reference for the EU funded “Technical Assistance for Development of a
national Environmental Approximation Strategy” project managed by the EU Delegation, it is envisaged that the
NEAS and the supporting analytical documentation and reports will be used for the updating of both the NPEP
and the NPI.

2.3 THE PATH AHEAD
Serbia’s path towards accession has entered a key phase. On 12 October 2011 the European Commission is
expected to publish its opinion on Serbia’s application for EU membership. It is realistic that Serbia may gain the
oﬃcial status of “Candidate Country” before 1 January 2012.
After receiving candidate status, negotiations with the EU may be opened. The negotiations on Chapter 27 may
take several years. The time required will depend on the speed of the negotiation progress, which is determined
by Serbia’s capacity to present its position skilfully and to make coherent requests for transition periods backed
by well researched evidence.
The process of negotiation includes multilateral and bilateral screening followed by the submission of a position
paper by Serbia. This position paper will be considered by the EU Council followed by its common position being
expressed. Serbia will be asked to provide additional information which will lead to a revised common position
being adopted by the EU Council. This information and position exchange may be repeated several times. Once
all aspects have been cleared, the negotiations on the environment chapter will be provisionally closed.
After closing the negotiations on all the chapters, the European Council will decide on accession. After accession
Serbia must fully implement the Acquis in accordance with the results of negotiation (which includes all transition
periods).

2.4 CURRENT STATE OF APPROXIMATION:
LEGISLATIVE, ECONOMIC AND INSTITUTIONAL
The approximation process consists of transposition of EU legislation into Serbian legislation and its subsequent
implementation and enforcement. Implementation will require the development of sub-strategies and plans that
identify what resources are needed and how they can be mobilised to complete the implementation of the Acquis.

The Government has established the target date of 31 December 2012 for full transposition of the Acquis which is
set out in the NPI. This deadline is well ahead of the expiry of the 6-year term of the signature of the Stabilisation
and Association Agreement in 2008.

2.4.1 LEGISLATION
Serbia’s commitment to transpose environmental legislation is mentioned, or referred to, in several texts:
1. The Stabilisation and Association Agreement (SAA) – not yet fully ratiﬁed – article 72(2) states that
approximation shall start on the date of signing of the SAA
2. The European Partnership9 with two short term priorities:
a) to accelerate approximation of legislation and standards to the Acquis, and
b) to implement the adopted legislation.
3. The NPI, according to which all transposition work must be completed by December 2012
The yearly Progress Reports of the European Commission assess progress in all policy areas. Concerning legislative
developments the ‘Serbia 2010 Progress Report’10 notes that good progress has been achieved in the area of the
9
10

Council Decision 2008/213/EC
Last available report (SEC (2010) 1330 – Commission staﬀ working document “Serbia 2010 Progress Report” accompanying Communication […]
COM (2010) 660)
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environment. It however points out that there is a lack of public consultation and that the quality of laws should
be improved. It also advocates monitoring implementation of legislation.
The yearly Progress Monitoring Reports contracted by the EC, using Tables of Concordance and Implementation
Questionnaires, compare Serbian and EU law on a one-to-one basis (one Directive – one law).
The aforementioned reports show that considerable progress has been made in transposition of the
environmental Acquis. The rapid pace of transposition however has inevitably left its mark. A number of crucial
environmental Laws adopted in 2009 had to be amended in 2010 and notwithstanding, some legal gaps still
remain.
The current state of transposition in Serbia in the area of Chapter 27 has been examined in a report prepared by
the EAS Project, the Legal Gap Analysis. It sets out the state of transposition11 and includes recommendations for
improved law drafting practice.
So far, transposition is most advanced in the horizontal and the chemical sectors. Great progress has also been
achieved in the nature and the waste sectors. In the air sector, some fundamental policy decisions relating to
national emissions ceilings have to be made before transposition work in this area can continue. In the water
sector, through adoption of the Water Law in 2010, the Water Framework Directive was transposed to a signiﬁcant
extent. Transposition work on the industrial pollution sector has now to be updated to address the Industrial
Emissions Directive of December 2010.
Although all these eﬀorts are undeniable, they have occasionally been conducive to over-regulation, mostly
through the establishment of procedures that are more elaborate than required by the Acquis. Overregulation
comes at a cost and is not without risk. The Treaty on the Functioning of the European Union (TFEU) allows
Member States to be stricter than the Acquis, but requires them to report such cases to the Commission who will
check for compliance with EU law (e.g. prohibition of competition distortion or hindrance of inter-state trade).
This Strategy establishes the policy that full compliance with the environmental Acquis must be achieved, but not
beyond, unless there is a compelling environmental reason and harmony with the single market requirements of
the EU is maintained.
At present environmental legislation is initiated by ad-hoc working groups within MEMSP and other ministries
competent for certain issues. Other line ministries and stakeholders may participate in such groups. After a law is
drafted, it is submitted by the group to an organisational unit within the ministry competent for harmonisation
of legislation and then to the Minister, who will consult the Republic Secretariat for Legislation, the SEIO, the
Ministry of Finance and other line ministries, with each party having twenty days to react. After this consultation,
the Minister will bring the revised law to the Government and subsequently to the National Assembly.
In the past the transposition of the Acquis was, as a ﬁrst step, largely delegated to legal experts and units to
identify ways in which to integrate EU legislative requirements into the Serbian legal order.
At times, as a result of a desire to make tangible progress, though tempered by pragmatism, a preference was
given to amending existing legislation rather than more wholesale legal changes; the latter taking much more
time than the former and being potentially more contentious.
As this approach has continued it has led in some cases to potentially less than optimal legal and institutional
clarity. An example of this is the permitting required by the Water Law and the IPPC. The IPPC department has to
issue IPPC permits through co-ordination of the sector permits. Waste water discharge permits have to be issued
by the Water Directorate. The ﬁrst are valid for 10 years, the second for 3 years.
Legal clarity may in the future result from judicial interpretations. In the meantime though, concerns are expressed
by stakeholders from both the public and the private sectors in relation to insuﬃcient legal certainty, and many
laws have to be revised soon after their adoption.
In the future a more proactive, forward looking and holistic approach to the challenges of transposition will be
required, identifying policy and institutional implementation arrangements, before the legal drafting process
is initiated. Increased attention will need to be paid to strengthening communication, co-ordination and co11
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operation between and within bodies responsible for implementing and enforcing transposed legislation. Needs
to increase eﬃciency in the implementation of the Acquis will accelerate the evolution of institutional structures;
inter- and/or intra-organisational arrangements will require ex-ante planning if a coherent administrative system
is to result.
Proposed improvements in the law drafting process relate mainly to the role and the manner of embedding the
law drafting process within the public administration, and the legislative techniques used. Transposition work is a
moving target, as new EU legislation will be adopted during accession negotiations and thereafter. Thus, the new
approach to law drafting should be applied to review past laws and to carry out ongoing and future transposition
work, also after accession. The achievement of coherence, stability and eﬀectiveness of the legislation is the
ultimate objective of this process.

2.4.2 ECONOMICS AND FINANCE
In meeting the requirements of the Acquis, Serbia, and speciﬁcally the MEMSP and other ministries competent
for certain environmental issues are facing extensive challenges in the economic and ﬁnancial areas.
2.4.2.1 Capacity Building in Economics and Financial Planning
The experience of the new EU Member States (2004 & 2007) is a clear warning sign of what Serbia must attempt to
avoid. Member States that joined the EU in 2004 have in many cases encountered serious diﬃculties in absorbing
Structural and Cohesion funding and in some cases deﬁciencies in preparation, tendering or implementation
have resulted in the application by the Commission of ﬁnancial corrections. After their accession in 2007 Romania
and Bulgaria have started to allocate a net contribution to the EU Budget on account of the slow mobilisation of
EU grants. This has been caused by inadequate ﬁnancial planning and poor grant programming, which has led
to below 10% of available funds being drawn down over their ﬁrst three years of membership, as reported in the
most recent Eurostat report (April 2011).
Economic and ﬁnancial planning capacity is as yet developed to a relatively low level within MEMSP and other
ministries competent for certain environmental issues and to nothing like the scale and degree of specialisation
that will be required for rapid and successful mobilisation of EU grants. Additional staﬀ with a strong economic
background will be required in the Ministry to ensure economic and ﬁnancial analysis and planning capacities, as
required by the Decentralised Implementation System for IPA12 III, IV and V. Failure to develop this in anticipation
will slow down and impair the eﬃciency of the mobilisation of the key EU grant support and the necessary
cost recovery from user charges and economic instruments. Given the magnitude of the ﬁgures involved, the
opportunity cost to Serbia of ineﬃciency in these areas can be very high. Additional staﬀ with a strong economic
background is required in the Ministry of Environment, Mining and Spatial Planning as well as other key Ministries
involved in the protection of the Serbian environment and preparations for Serbia to undertake the obligations
contained in Chapter 27 of the Acquis.
2.4.2.2 Cost of Approximation
Given the starting position shown in Table 1, the adoption of the Acquis and, especially, its implementation, will
require large investments in infrastructure over an extended period of time.
The cost of approximation is the cost for Serbia of adopting the Acquis, not to be confused with the total
environmental expenditures of Serbia, which include components that are incurred on account of national
policies. The time required by Serbia to achieve full compliance with the Acquis is determined by::
» The present condition of the environmental infrastructure and starting service levels;
» Aﬀordability at consumer level which determines the amount of cost that can be recovered from end users;
» Aﬀordability at national level which is the percentage of Gross Domestic Product (GDP) that Serbia can
allocate to environmental projects;
» The capacity of the administration to eﬀectively legislate and to subsequently plan ﬁnancially and programme
optimally all ﬁnancial resources available.
An important step in the preparation of any strategy is the evaluation of its cost. The costs of this NEAS have been
calculated by:
» collecting available data and studies (see Annex 2), both Serbian and international, and processing them
through a Cost/Finance Model that permits sensitivity analysis to variations in the target dates for full
compliance of the Acquis;
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» discounting the resultant multi-annual cost ﬂows back to 2010 values in Euros. This is the Net Present Value
(NPV), which is a standard practice to eliminate time distortion. The selected discount rate of 5% corresponds
to that used in large infrastructure projects by the EU
Table 1: Comparative Indicators of Serbian and EU environmental protection service levels
COMPARATIVE INDICATORS (Base Years for Data, 2006-2010)
Units
GENERAL
Population
GDP/Capita
Inﬂation
Household Income
Household Expenditure on Utilities *
Expenditure on Environment
ENVIRONMENTAL
Drinking Water Supply
Puriﬁed Drinking Water Supply
Urban Wastewater Collected
Urban Wastewater Treated
Municipal Solid Waste Collected
Compliant Treatment (Lﬁll/Incin)
Municipal Solid Waste Recycled
Energy Intensity
Emmissions Nox
Emmissions SO2
Emmissions CO2

Million
€
Dinars/€
€/Household
%
% of GDP

% of Population Served
% of Population Served
% of Population Served
% of WasteWater Treated
% of Population Served
% of MSW
% of MSW
Kg Oil/€1.000 of GDP
Kg/Capita
Kg/Capita
Tons/Capita

Serbia

EU 27

Serbia compared
to EU27 average

7.5
4,528
6%
5,208
16.10%
0.40%

502.5
23,296
2%
19,000
18.30%
1.76%

1.49%
19.44%
n/p
27.41%
87.98%
22.73%

77%
68%
62%
10%
60%
12.45%
4%
225.00
27.73
65.33
5.13

93%
100%
93%
87%
99%
99%
43.50%
167.00
20.59
11.62
9.90

82.80%
68.00%
66.67%
11.49%
60.61%
12.58%
9.20%
134.73%
134.71%
562.35%
51.82%

* According to the 2010 EU survey, EU 27 HH expenditure on Housing and Utilities amounts to 33.1% and this does not diﬀerentiate between Housing
costs “per se” and Utilities. In a 2006 survey, Housing costs are estimated at 14.8% of HHI. In this Table we have made a “best project estimate” for only
utilities combining these two sources.

Figure 1:
Cost of Approximation in € Million discounted at 5%

The results are summarised in Figure 1 for CAPEX,
OPEX and ADMIN. CAPEX are all Capital Expenditures
required, OPEX are all the Operating Expenditures,
including replacement and maintenance of the
CAPEX, and ADMIN includes all costs associated
with staﬀ increases, including salaries, all related
contributions, overheads, training needs and technical
studies required as well as other costs associated with
staﬀ increases such as the provision of oﬃce space,
equipment laboratories, etc.13
The total cost of approximation, comprising the three
components above, is estimated at € 10.6 billion.
The cost calculations have largely focused on the
“Heavy Investment Directives”, which are:

12
13
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IPA stands for ‘Instrument for Pre-Accession Assistance’
These ‘infrastructure’ costs associated with staﬀ increases (equipment, oﬃce space, laboratories, etc.) are included in ADMIN costs rather than
CAPEX costs as they relate to the costs of implementing / enforcing the legislation rather than in complying with the legislation (through for
example capital expenditure - CAPEX - on new waste treatment disposal facilities, waste water treatment plants, etc.).

1. Urban Waste Water (UWW);
2. Drinking Water (DW);
3. Nitrates;
4. Municipal Solid Waste (MSW) which bundles the Landﬁll, Packaging, Waste Electrical and Electronic Equipment
(WEEE) and Batteries Directives;
5. Large Combustion Plants (LCPs) which includes both Thermal Power Plants (TPPs) and Heating Plants
Together, these account for € 8.7 billion, or almost 83% of the total cost of approximation. The ﬁrst three are in
the Water Sector, the fourth in the Waste Sector and following the advent of the Industrial Emissions Directive,
the ﬁfth is now in the Industrial Pollution and Noise Sector.
Figure 2: Distribution of Costs by Sector

As is a constant with environmental issues, these
Directives have impacts across more than one sector.
Part of the challenge of the Industrial Pollution and
Noise Sector is, for instance, solved by MSW, or by
the UWW Directive. This is why it is standard practice
to focus on the Heavy Investment Directives and to
calculate what is “left over” for the speciﬁc sectors.
Some of the Administrative expenses estimated for the
environmental sectors will be incurred in the Horizontal
Sector. A more precise calculation of administrative
costs can be made once the institutions dealing
with the various issues regarding approximation are
more clearly deﬁned. For the purposes of the present
Strategy, these costs have been estimated on the basis
of prior experience in other transition economies.

The highest cost will be in the Water Sector, amounting to €5.6 billion14, followed by the Waste Sector with €2.8
billion and the Industrial Pollution and Noise Sector with €1.3 billion.
Table 2: Cost of Approximation by Environmental Sector
APPROXIMATION COST DISTRIBUTION BY SECTORS – NPV AT 5% IN € MILLION
ENVIRONMENTAL SECTORS

CAPEX

OPEX

ADMIN

TOTAL

WATER

3,505

1,901

146

5,552

WASTE

555

2,071

171

2,796

1,101

344

93

1,540

NATURE PROTECTION

56

73

10

139

AIR QUALITY AND CLIMATE CHANGE

214

145

93

452

CHEMICALS AND GMOs

59

23

23

105

-

-

-

-

5,490

4,558

536

10,584

INDUSTRIAL POLLUTION AND NOISE

HORIZONTAL*
TOTAL

*Note that due to the nature of the EU legislation in the horizontal sector (see section 5.2 in Chapter 5) the costs entailed are administrative (ADMIN)
and included in the costs of the other ‘vertical’ sectors.

The total cost is €1,400/capita, somewhat higher than the average of €1,150/capita (in € 2010 terms) estimated
by the EU for the preceding wave of Accession Countries. This reﬂects the low level of existing infrastructure and
service standards (see Table 1) in the ﬁeld of water, particularly Urban Waste Water, which will require considerable
investment to reach the levels required by the Acquis.
The multiannual undiscounted cost outlays (in € 2010 terms) underlying the estimates of the NPV of investment
(CAPEX), operating and management costs (OPEX) and administrative costs (ADMIN) are presented in Figure 3.
14

The cost estimation has been established on the basis of the available data and represents the provisional value. In the course of the elaboration
of the Water Management more accurate data would be obtained.
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Figure 3: Multiannual Cost Flows

€ MILLION

COST OF APPROXIMATION IN NOMINAL TERMS - MULTI-ANNUAL COST FLOWS

The parameters and service levels assumed as part of this costing exercise are presented in Table 3. It should
particularly be noted that the service levels indicated are only assumptions and are in no way commitments.
Other time proﬁles of progress achieved in service levels could result in similar multiannual cost ﬂows and in
similar NPVs for CAPEX, OPEX and ADMIN costs.
Table 3: Key Assumptions Utilised in Modelling of the Cost of Implementing the Environmental Acquis of Chapter 27
KEY ASSUMPTIONS & LEVELS OF COMPLIANCE TARGETED
GENERAL
Population
GDP/Capita
Inﬂation
Household Income
Household Expenditure on Utilities
Expenditure on Environment
SERVICE LEVELS TARGETED
Drinking Water Supply
Puriﬁed Drinking Water Supply
Urban Wastewater Collected
Urban Wastewater Treated
Municipal Solid Waste Collected
Compliant Treatment (Lﬁll/Incin)
Municipal Solid Waste Recycled
Energy Intensity

Units

% of Population Served
% of Population Served
% of Population Served
% of WasteWater Collected
% of Population Served
% of MSW
% of MSW
Kg Oil/€1.000 of GDP

2010
7.5
4,528
6%
5,208
16.10%
0.40%
2010
77%
68%
62%
10%
60%
12.45%
4%
225

Emmissions NOx

Kg/Capita

27.73

Emmissions SO2

Kg/Capita

61.6

Emmissions CO2

Tons/Capita

5.13

Million
€
Dinars/€
€/HH
%
% of GDP

References are listed in appendix “Sources of Data” to NEAS Report.
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Projected Approximation to Full Compliance
2015
2020
2025
2030
Diminishing at 0.35% p.a.
GDP Growth 1.5% in 2011, 3% in 2012, 5% to 2020, 4% to 2030
€ Inﬂation projected throughout at 2%
Growth projected at € inﬂation + 40% of GDP growth
16.71%
17.83%
18.32%
18.55%
2.16%
2.48%
1.67%
1.36%
2015
2020
2025
2030
77%
81%
90%
92%
69%
81%
98%
100%
64%
71%
83%
90%
14%
44%
78%
99%
80%
95%
˜99%
40%
91%
˜99%
25%
45%
Moving Target
EU Target 2020 is-20% to 140
EU Ceiling is equivalent to
No targets set as yet by
Serbia. Linear reduction to EU 17.8 Kg/cap
Emmission targets has been EU Ceiling is equivalent to
assumed.
11.5 Kg/cap
EU Target 2020 is-20% to 8.0

These ﬂows were calculated taking into account short term committed investments (the implementation of the
National Strategy on Waste Management has a strong impact) and a sequential distribution that avoids OPEX
exceeding the aﬀordability constraint. Annual costs peak, at between €1.1 and 1.4 billion in the period 2019
to 2023. 2019 is assumed to be the ﬁrst year of EU membership for Serbia, when higher EU support will be
forthcoming and an intensiﬁcation of the investment eﬀort can be expected.
2.4.2.3 Beneﬁts of Approximation
The political implications of joining the EU and its general economic impacts are not the subject of the NEAS.
What is calculated in this section are the direct economic beneﬁts to Serbia of applying the environmental Acquis.
A cleaner environment is not an expensive luxury that a Candidate Country must incur. Lower environmental
standards and an excessive delay in the introduction of the requirements of the Acquis imply hidden economic
costs to society which must be calculated. Not to avoid such “hidden costs” is akin to ignoring asset maintenance
and replacement and is incompatible with the basic tenet of ‘Sustainability’
The main beneﬁts of applying the Acquis are:
1. Damage avoided to life (reduced mortality);
2. Damage avoided to health (reduced morbidity);
3. Damage avoided to property and agricultural production;
4. Beneﬁts to the ecosystem.
The estimation of the beneﬁts from strengthened environmental protection has been performed using a
combination of techniques.
A technique termed “Willingness to Pay” was used to evaluate the beneﬁts accruing from improvements in
surface water, river eco-systems, methane capture, leachate & disamenity from landﬁlls. As the name implies,
this technique is based upon evaluating the willingness of a population to pay for environmental beneﬁts.
An estimation was made of the beneﬁts to society from reduced environmental damage of property (buildings
and other constructions). This “Damage Avoided” technique was also applied to agricultural production.
The “Beneﬁts Transfer through direct value” technique was used to estimate the beneﬁts in the energy sector
from Methane capture as well to estimate the beneﬁts from products derived from Recycling and Composting.
Estimates of the beneﬁts from improvements in drinking water, waste water treatment, CO2 capture and reduction
in other emissions were obtained by analysing potential reduction in “Mortality” (value of life) and in “Morbidity”
(value of health).
The implementation of these techniques to estimate the beneﬁts from improved environmental protection and
hence reduction in the impact (‘damage’) caused by environmental degradation was based on the application of
dose-response functions. Such functions utilize laboratory data which relate the quantity of pollution (the ‘dose’)
that aﬀects a receptor to the impact on this receptor (the ‘response’).
Currently the best documented dose-response functions relate to Air Emissions (NOx, SO2, CO, CO2, PneumoToxic Volatile Compounds, etc.). Dose-response functions are, at the moment, less well developed in other
sectors, such as water or waste.
It must therefore be cautioned that, as a result of potentially underestimating the economic beneﬁts from
environmental improvements in sectors with less well developed dose-response functions, application of this
methodology may appear to suggest that economic beneﬁts from improvements in air quality are proportionately
greater than they are in reality (i.e. the magnitude of economic beneﬁts estimated for other sectors where the
dose-response functions are not so well developed as in the air sector may be under-estimated). In consequence,
on the basis of the current development of scientiﬁc knowledge and economic methodology the links between
beneﬁts and environmental sectors should not be considered to be precise.
In particular, it is not possible to precisely equate the costs and beneﬁts from environmental improvements in
particular environmental sectors. Such estimated costs and beneﬁts for individual environmental sectors can
at best be considered broadly indicative. From a strict view point, it can be argued that any attempt to split the
economic beneﬁts between environmental sectors is, on the basis of extant knowledge and techniques, ﬂawed.
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Thus, the breakdown of economic beneﬁts between environmental sectors is only provided herein as a general
indicator of the types of environmental beneﬁts that can currently be quantiﬁed. Any attempt to utilise these
breakdowns to determine policy actions or timetables (e.g. prioritising one sector over another) would be
intellectually and methodologically ﬂawed and in consequence these breakdowns have not been used in the
development of the strategic directions identiﬁed herein.
The dose-response functions utilised in this study were derived from the ‘Environmental Cost Assessment and
Investment Plan (ECAIP) Study’ developed for Romania in 2005 and adapted to 2010 Serbian conditions.
The beneﬁts of strengthened environmental protection were calculated for the same period as the costs, 20112030, although they will continue to accrue at an increased rate whilst costs will diminish when the investment
component is completed. In instances where Serbian data was unavailable, parameters from comparable
situations were applied to the Serbian situation through a “Beneﬁt Transfer Equation”.
Table 4: Summary of Monetised Beneﬁts
SUMMARY OF MONETISED BENEFITS
SECTOR*

WATER RELATED

WASTE RELATED

MONETISED CONCEPTS

range of beneﬁts € million per annum
low

medium

high

Drinking Water

28

84

167

Surface Water

8

23

46

River Ecosystems

6

17

35

Wastewater Treatment

235

457

679

Methane Capture

15

23

33

Energy from Methane

2

9

22

Carbon Dioxide Capture

0

0

1

Leachate & Disamenity from Landﬁlls

4

13

25

Recycling & Composting

47

331

758

Reduction in Mortality

654

1,299

1,944

131

225

318

17

62

106

62

113

164

973

2,198

3,620

11,214

25,333

41,722

AIR & INDUSTRIAL POLLUTION Reduction in Morbidity
RELATED
Damage avoided to Agricultural Production
Damage avoided to Property
TOTAL ANNUAL MONETISED BENEFITS
TOTAL BENEFITS OF APPLYING THE ACQUIS

* Note: The beneﬁts of improved environmental protection were not calculated for each Directive and then aggregated into sectors but rather the
overall beneﬁts of improved environmental protection were calculated using currently best available techniques and then the estimated beneﬁt was
disaggregated using broad deﬁnitions. In addition, as explained in more detail in section 2.4.2.3, the current state of development of the science on
which these estimates are based varies. In consequence caution should be exercised when interpreting the relative magnitudes of the beneﬁts in the
‘sectors’ identiﬁed in this table and it should be noted that those ‘sectors’ do not necessarily precisely correspond to the ‘sectors’ identiﬁed in Chapter 27.

Table 5: Summary of the Cost Beneﬁt Analysis of Applying the Acquis
COST-BENEFIT RESULTS OF APPLYING THE ACQUIS
Based on Medium Range Beneﬁts and EAS Project Cost
Assessment expressed in € million
Beneﬁts

Costs

WATER

7,891

5,552

WASTE

2,705

2,796

AIR & INDUSTRIAL POLLUTION

14,737

1,992

ALL OTHER
TOTAL BENEFITS

Not monetised

244

25,333

10,584

This conservative estimate indicates that over the period to 2030, benefits would outweigh the costs by a
factor of approximately 2.4.
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2.4.3 INSTITUTIONS
Responsibility for the environmental Acquis is divided among seven ministries. Based on the number of directives
assigned, the MEMSP has direct responsibility for about 57% of the Acquis, with the remaining 43% being split
among ﬁve other ministries:
»
»
»
»
»

Ministry of Agriculture, Trade, Forestry, and Water Management;
Ministry of Health;
Ministry of Infrastructure and Energy;
Ministry of Economy and Regional Development;
Ministry of Interior.

The Ministry of Finance has an indirect role in the implementation of the Acquis as all implementation has to be
ﬁnanced. In addition, under the draft Law on Public Utility Companies a ministry will be designated as competent
for Public Utility Company (PUC) activities. The current proposal is that MEMSP will be the designated ministry
but a government decision remains pending.
No “physical gaps” exist in the current institutional arrangements as responsibility has been assigned to
institutions for each EU Regulation, Directive and Decision (except for the relatively unimportant, in the Serbian
context, Directive 2000/59/EC on Port Reception Facilities for Ship-generated Waste from Cargo Residues).
The main diﬃculty represents the number of staﬀ in the current institutional arrangement, which should be
signiﬁcantly increased in the forthcoming period. However, taking into account the current budgetary restrictions,
rationalisation and prioritisation of using the staﬀ can help in solving this problem.
With the current system of transposition of directives the devolution of responsibility for implementation is not
always clear. An important case in point is the establishment of a system for Greenhouse Gas (GHG) Emissions
Trading where the competent authorities have yet to be designated16. This and other cases are described in the
sectoral strategies.
Currently coordination between ministries takes place via the Chapter 27 Sub-working group chaired by a
State-Secretary from the MEMSP. This Sub-working group meets from time to time; a meeting was held in early
autumn 2010 to coordinate the response to the EU Accession Questionnaire and one subsequently at which a
new structure of the Sub-working group was proposed.
The fact that no “physical gaps” exist means that the current institutional arrangements can provide for
implementation of the Acquis, but if this route (of no institutional change) is chosen, major improvements need
to be made in the area of “soft skills”. In particular all institutions that are involved need to see themselves as part
of a team working together for the successful negotiation and approximation of Chapter 27. This spirit must
be developed and fostered by the hierarchy of MEMSP, together with the other ministries and institutions that
are involved, particularly via the programme of the Chapter 27 Sub-working group. The areas that need to be
covered include improvements such as:
»
»
»
»
»
»
»
»
»

eﬀective delegation of authority and responsibility;
management of resources available within the institutions;
coordination and cooperation between and within institutions;
communication between and within institutions;
avoidance of overlap between existing national legislation and the one transposing the Acquis;
human resource management systems;
transparency in budgeting for institutions;
ﬂexibility in staﬀ assignment to reﬂect changing priorities;
eﬃcient management of information and data.

The speciﬁc requirements are set out in more detail in the sectoral strategies and brought together in the overall
institutional strategy (section 4.3).

15
16

Source: Strategy for Restructuring the Local Public Utility Companies in Serbia, draft 28 October 2009
Directive 2009/29/EC
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CHAPTER 3

STRATEGIC
DIRECTION

The overall strategic objective for Serbia is to attain EU membership. In order to achieve this objective Serbia has
to complete the approximation process of transposing, implementing and enforcing all the chapters of the EU
Acquis, including Chapter 27 on environment.
Transposition, implementation and enforcement activities on the path to EU membership require a strategic
direction. This chapter of the NEAS deﬁnes the overarching policies proposed to guide every step and every
decision taken during the approximation process. In the framework of these policies a limited number of strategic
goals have been set.
The policy goals form the heart of the NEAS. This NEAS provides an outline for an operational framework required
for Serbia’s negotiations for EU Membership and justiﬁcation of the transition periods that are required in the
environment sector.
Annex 3 to this NEAS contains the ‘Strategic Approximation Pyramid’ showing in descending order the diﬀerent
levels of aggregation within the NEAS.

3.1 OVERALL STRATEGY
The overall strategy of the approximation process follows the main steps set previously in the NPI and NPEP.
The strategy also accepts the mission, vision and values statements17 of the Ministry of Environment18 ﬁrst stated
in 2005.
The mission is ’To implement Serbian environmental legislation in consideration of the national priorities of
current and future generations’.
The vision is ‘To be a competent, credible and national authority taking care of the Serbian environment in full
harmony with EU environmental principles’.
In its Communication Strategy, covering the period 2005-2007 and built on its mission and vision, the
MEMSP intends to ensure that it develops as a transparent organisation with enhanced external and internal
communication, in harmony with EU environmental policy from an organisational, judicial and procedural
perspective. The MEMSP expresses its values by the intention to operate with ‘openness, competence and
transparency’.
This NEAS aims at supporting the Serbian Government in its objective to approximate to the environmental
Acquis. It is recommended that the Government of Serbia adopts three basic strategic policies. These policies
are particularly relevant in the environment sector but are in fact applicable across the entire Acquis. These
three policies are apparently simple but if followed will provide clear direction and beneﬁts to the country. These
policies are reﬂected in Table 6 below:
Table 6: Leading and Overarching Strategic Policies
LEADING AND OVERARCHING STRATEGIC POLICIES
1.

Serbian legislation should mirror the EU Acquis; no less, no more – any additional requirements or stricter standards
would only be deployed when environmentally and economically justiﬁable and not contradicting EU laws. This will
reduce the cost of compliance.

2.

Use of donor funds should be maximised – this involves establishment of appropriate absorption capacity, i.e. adequate
institutions and pipeline of projects, and maintenance of balanced economic strategy that will in turn minimise the
needed intervention from Serbian public budgets. This would minimise the costs to be borne by Serbia.

3.

Implementation should focus on EU requirements – work on approximation and on implementation of the Acquis
should have an absolute priority over other national agendas; ﬁnancial and staﬀ resources should be reallocated to reﬂect
this preference, especially in consideration of the restrictions of budgetary expenditures and staﬀ levels. This would
maximise use of existing ﬁnancial and staﬀ resources.

17

18

Communication Strategy’ – a Dialogue for 2005 – 2006, Strengthening Environmental Management at the Directorate for Environmental Protection,
SIDA, May 2005
As developed by the MEMSP predecessor, the Directorate of Environmental Protection under the then Ministry of Science and Environmental
Protection
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These three policies are at the highest aggregation level of the Strategy as developed. They are leading and
overarching strategic concepts of the NEAS. All further strategic ideas and actions in the area of environmental
protection should be interpreted in line with these principles. The ﬁrst and third policies represent good legal
and administrative practice and their adoption will ensure that the staﬀ rationalisation, mentioned in paragraph
2.4.3 of this Strategy, can be achieved. The second policy, although it may seem to be trivial, has deeper
signiﬁcance and is far reaching in its consequences. It requires the development of a high degree of cooperation
between institutions as well as changes in organisational and working methods and arrangements. Adoption
and implementation of this policy should have the highest priority of all. For instance, due to a slower than
anticipated evolution of capabilities to absorb EU structural funding, Bulgaria and Romania eﬀectively became
net contributors to the EU Budget, paying more into the EU budget than the EU funds they received.
Nevertheless raising awareness of the importance of private sector investment in achieving the EU requirements
must be improved so that the private sector is able to eﬀectively plan investments on time. In addition, it is vital
that further eﬀort be devoted to explaining to private sector operators that access to the EU market requires
compliance with the environmental Acquis (so that ﬁrms in the current Member States and those of new Member
States face a level playing ﬁeld).
In principle all accession countries need very extensive ﬁnancial resources to implement the environmental
Acquis. Through the EU and other donors funding (grants, loans) can be obtained. Drawing down the funds
however requires a number of speciﬁc well-functioning institutional, administrative and legal arrangements.
This Strategy contributes to fulﬁlling these conditions by setting a number of key goals and the means necessary
to achieve them (see Table 7 below).
Table 7: Key Goals
GOALS

MEANS

• Full and high quality transposition of the EU
environmental Acquis

• Realistic and comprehensive legislative programme
• Improved law drafting practice

• Maintenance of eﬀective and aﬀordable environmental
infrastructure and services

• Maximisation of cost recovery within aﬀordability
constraints
• Anticipation of co-ﬁnancing needs and securing of
necessary funds
• PUCs reform to attract grants for feasible large
infrastructure projects

• Institutional arrangements for eﬃcient and eﬀective
approximation

• Institutional reform

Regarding the strategic goal on institutional arrangements, it is generally considered more appropriate for
ministries to be involved solely in ‘policy’ and legislative issues and that implementation of legislation is devolved
to other institutions. ‘Policy’ in this context includes the development of strategies, programmes (including
investment ones), plans and standards to be adopted by government. Implementation relates to activities such
as monitoring, permitting, inspection, enforcement and communication (campaigns).

3.2 TIMEFRAME FOR THE STRATEGY
As described earlier, various deadlines for approximation have been set, by the NPI, the SAA and other policy
documents. The period of 6 years from the signing of SAA (28 April 2008), is the most pertinent one. All eﬀorts
to transpose and implement the current Acquis should be targeted. In reality, there will be longer timeframes
needed for more complex tasks (including but not limited to heavy investment directives), as well as new Acquis,
on which work will have to continue between 2014 and the actual accession, and in the case of transitional
periods even beyond the anticipated accession date.
Given the above prospects, the Strategy identiﬁes the following three time periods:
» Short term (until 2014);
» Medium term (2015 - 2018), and
» Long term (2019 - 2030).
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Table 8: Time Schedule to Achieve Strategic Goals NEAS
TIMELINE
GOALS

2011

SHORT TERM
2012 2013

2014

2015

MEDIUM TERM
2016 2017 2018

2019

LONG TERM
2020-2025 2025-2030

Transposition
Full cost-recovery tariﬀs
Reformed PUCs
Secured co-ﬁnancing
Reformed institutions
RATIONALE FOR STRATEGIC GOALS TIMETABLE
Transposition Timing
When preparing the National Programme for EU Integration a deadline of December 2012 was set for the
completion of the transposition of the environmental Acquis. Experience since has shown that this challenging
deadline can lead to a mechanistic and ultimately ineﬃcient approach to transposition as there is insuﬃcient
time to develop the required institutional and implementation plans in advance. Preparation of such plans is
challenging, not least because it requires consideration of complex human resourcing and ﬁnancing decisions.
Time is required to reach consensus.
It is therefore intended that this deadline be extended to December 2014 to allow the complex constellation of
issues to be thoroughly addressed. By avoiding the need for contentious subsequent amendments of legislation,
easing the preparation of secondary legislation and streamlining administrative arrangements, such preliminary
support activity is likely to actually advance the moment at which the requirements of the Acquis can actually be
implemented and enforced in Serbia.
Reformed PUCs
Implementation and enforcement of the Acquis has signiﬁcant implications for the provision of utility services,
particularly in the water and solid waste sectors. Eﬃcient delivery of these services is critical in achieving both
public service objectives and eﬀective environmental protection.
Public utility companies (PUCs) in Serbia generally operate at the municipal level as multi-branch (water, waste)
organisations. Consequently there are a large number of relatively small operating entities. This situation is one
of a number of challenges facing Serbia in achieving the eﬃciencies in the operation and management of utility
services.
PUC reform was considered in a Green Paper on the Transformation of Public Utility Companies in Serbia (Options
for Reform, 2009, Municipal Infrastructure Support Programme). The Green Paper considers a range of issues
including ownership of assets, corporatisation and governance, tariﬀ policies, regionalisation and private sector
participation.
Reform of PUCs will also need to take into consideration public procurement issues (both in the treaty and
secondary legislation), principles of transparency and non-discrimination and other standards relating to
competition (e.g. state aid).
Many of these issues have now been addressed in legislative proposals (draft Law on Public Utilities) for PUC
Reform that are in the process of being considered by the legislature. Whilst the agreement of these proposals
and their ﬁnal content cannot be predicted at this time, it is clear that the issue of PUC reform requires attention
in the near term. For the purposes of this Strategy a timeline for PUC reform has been presumed. The presumed
timeline reﬂects the notion that completion of PUC reform prior to the tentatively assumed accession date will
serve to improve the country’s absorption of EU funding after accession. This Strategy refrains from making
detailed strategic commitments on PUC reform, until such time as the legislative process is concluded. The sector
speciﬁc strategies consider speciﬁc aspects of PUC reform relevant to that sector.
Secured Co-financing
As shown in Table 2, it has been estimated that for Serbia to be able to comply with the requirements of the
Acquis, capital expenditure of nearly €5.5 billion in present value terms will be required in new and upgraded
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environmental protection infrastructure. Serbia has already planned a pipeline of projects that imply a
signiﬁcant short-term increase in capital expenditure on environmental protection infrastructure from 2012. As
demonstrated in Figure 7 (section 4.2.4), it is estimated that the annual total costs (i.e. administration, capital
expenditure, and operation and maintenance) will exceed the funding that can be raised from user tariﬀs until
2024, which in turns limits the attractiveness of private investment in the short-term. The capital expenditure
funding requirements also cannot be met in full from Serbian national funds and, therefore, as shown in Table 12
(section 4.2.5), will have signiﬁcant on-going needs for support for these infrastructure investments from the EU
and other donors.
However the dilemma is that, in the short-term, Serbian national funding available is forecast to actually be lower
than the national co-ﬁnancing that would be required for EU and other donor grant funding. This is an issue that
other candidate countries, now Member States, have faced in the past. The solution arrived at elsewhere has
been for a country to obtain a ﬂexible line of ﬁnancing from an IFI so that the necessary co-ﬁnancing is available
for environmental infrastructure projects. It is estimated that Serbia would need to obtain such a line of ﬁnance
for approximately €360 million. Although the amounts and timing of ﬁnance actually drawn down from such a
credit line would depend upon the actual evolution of national funds available (particularly from the SEPF), it is
estimated that such a credit line should be in place by 2014 to provide the required security for the planning of
environmental infrastructure projects. Thus, it is vital that planning and negotiation of such a credit line takes
place as a matter of urgency since this can take a number of years.
Reformed Institutions
Currently in Serbia, in addition to the Ministry of Environment, Mining and Spatial Planning, a large number
of Ministries and other bodies have been delegated responsibilities in relation to the transposition and
implementation of various aspects of the environmental Acquis in Chapter 27.19
The complexity and cross-cutting nature of these aspects of the Acquis will require that continued and enhanced
attention is paid to ensuring eﬃcient communication and co-ordination within and or between the organisations
involved if transposition, implementation and enforcement are to be conducted as eﬀectively as possible. There
are in principle three ways in which such enhanced communication and co-ordination can be achieved:
» The establishment of a programme of regular (and, during the transposition phase, frequent) meetings
between representatives of the bodies involved in particular subject areas. Whilst pragmatic in situations
where institutional reform would be time-consuming and disruptive, this approach could result in the time
of senior staﬀ of the various bodies being extensively taken-up in co-ordination meetings rather than in
undertaking other substantive duties.
» Reconsideration and reassignment of responsibilities between bodies. Non-exhaustive examples of issues for
reconsideration could include allocation of responsibilities for:
» Water related issues in relation to the role of the Ministry of Agriculture, Trade, Forestry and Water
Management,
» Permitting of the storage of mining waste in relation to the Ministry of Environment, Mining and Spatial
Planning,
» Implementation of the Good Laboratory Practice Directive by the Ministry of Health,
» The Directives on Quality of Fuels between the Ministry of Infrastructure and Energy and the Ministry of
Economy and Regional Development, and
» Climate change.
» Fundamental re-organisation of the institutions involved in environmental protection through the
establishment of an Executive Agency for Environmental Protection. Some Member States, including Ireland,
Sweden, and Malta have found that this can more adequately be achieved through rationalisation of the
majority of implementation and enforcement activities into a form of single executive agency type structure,
leaving the responsible ministry with the strategic and policy-making remits. Such a solution could have the
additional advantages of being more cost and operationally eﬃcient by avoiding gaps and overlaps as well as
providing for the clear devolution of responsibilities thereby allowing superior monitoring of implementation
and enforcement to be conducted.

19
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Details are provided in the background report “Key Conclusions and Recommendations Concerning Future Institutional Arrangements for the
Implementation of the Environmental Acquis in Serbia”.

The establishment of an executive agency for environmental protection can however be especially diﬃcult in
countries that are facing the challenge of aligning domestic legislation with the provisions of the Acquis whilst at the
same time continuing to operate extant systems so that there is no diminution in environmental protection during
an interim transitional period. Short-term cost constraints add to such diﬃculties as, although in the longer term
such rationalisation can reduce costs, the required rationalisation may require increased resources in the short-term.
Thus, whilst such rationalisation has been considered several times before in Serbia, to date it has not been
considered feasible. This is especially the case now given the increased ﬁnancial constraints on the Serbian public
administration.
In the short-term, the Ministry of Environment, Mining and Spatial Planning intends to continue improving
communication and co-ordination amongst the extant institutions involved through the framework of established
working groups for Chapter 27 - Environment.
In the medium-term the Ministry of Environment, Mining and Spatial Planning may revisit the question of establishing
some form of executive agency for environmental protection. Whichever decision is reached in this regard, funding
and staﬀ resource constraints may force consideration of complex reorganisations of institutions involved in the
implementation and monitoring of environmental legislation and conditions in Serbia.
This is particularly the case where there are overlapping responsibilities between institutions (such as in water and,
following the recent transfer of responsibilities between the Republic Hydro-meteorological Service of Serbia (RHSS)
and SEPA, to a lesser extent in air monitoring), so as to avoid duplication of eﬀort and to streamline the use of
resources.
In addition, the activities of the institutions need to become fully aligned with the requirements of the environmental
Acquis with other arrangements made for the activities of the institutions which no longer have relevance when
seeking attainment of EU membership. Given that each institution has speciﬁc circumstances the options for the
diﬀerent institutions vary and are presented in the background reports “Institutional Analysis” and “Key Conclusions
and Recommendations Concerning Future Institutional Arrangements for the Implementation of the Environmental
Acquis in Serbia”. For instance, options could entail transferring (‘spinning-oﬀ ’) environmental monitoring activities
that are not required by the Acquis to another organisation and moving research activities of organisations to
universities or specialist research bodies. For some organisations, full privatisation may need to be considered to
avoid public sector monopolies that are awarded contracts through procedures that are not in-line with the EU’s
public procurement Directives.
Detailed planning and implementation of institutional reforms takes time, not least due to the need to treat staﬀ
ethically whilst maximising the development of the competencies required to comply with the Acquis. Sustained
eﬀort will be required if the target of completing such reforms by 2016 is to be met. It should, however, be noted
that reforms cannot be put-oﬀ. When the National Plan for Integration was prepared it was estimated that the staﬀ
resources devoted to the integration task in the environmental sector would need to be doubled. In contrast, due
to the public sector ﬁnancial constraints staﬃng has had to be reduced. This inevitably would result in deadlines
for transposition and implementation of the Acquis having to be extended if ways are not found to ensure that
all ﬁnancial and human resources available are dedicated to these tasks rather than undertaking tasks that have
traditionally been undertaken.
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CHAPTER 4

STRATEGY FOR
ENVIRONMENTAL
APPROXIMATION

In this chapter, an approach to approximation is detailed in relation to the three components of work – legal,
economic and ﬁnancial, and institutional, to ﬁrst describe the main orientations in their context and then to
formulate concrete actions to be undertaken in short, medium and long term.

4.1 THE STRATEGY FOR LEGAL APPROXIMATION
There are two issues that have to be considered in relation to transposition, i.e. drafting and adoption of national
legislation that satisﬁes the requirements of the Acquis:
1. How to organise the transposition process; and
2. How to ensure, de jure and de facto, that the requirements of the Acquis are satisﬁed.
A traditional tendency of law drafting in Serbia (but by no means only here) has been to try to cover every
possible case in the law. But achieving exhaustiveness of regulation will always prove elusive. A balance must be
struck between generic requirements placed in legislation, and case-speciﬁc requirements imposed pursuant to
good practice or judgment. Institutionally separating policy design and legal drafting from executive tasks may
enhance that equilibrium and stem the ﬂight to regulation.
The practice of drafting of by-laws after the adoption of a primary law, while existing by-laws remain in force, must
be discontinued in order to avoid long transitional periods before new laws are fully and eﬀectively implemented
and institutional setup deﬁned. This would eliminate the recurrent need for amendments of the Law identiﬁed
during the preparation of by-laws. It would signiﬁcantly improve the clarity, certainty and predictability of
legislation for the regulated community and society in general.
From an approximation perspective, legal certainty is a prime criterion for compliance with the Acquis. If a law
is unconstitutional, inconsistent, or in contradiction with other laws that may take precedence, then the Acquis
cannot be considered to be fully transposed.

PROPOSED ACTIONS
Short term (2011-2014)
» On a short term basis, the whole Acquis should be transposed;
» Current legislation should be screened for inconsistencies with the Acquis;
» As part of the National Environmental Strategy planning process, a “Guide for Environmental Approximation”
is being prepared. This guide will be a working document, providing methodologies to assist the further
development of the approximation process through improving legal drafting practices and practical
procedures of public consultation. The guide will address diﬃculties that have existed to date, such as
incomplete transposition of legal instruments, old and new legislation existing in parallel, undue complexity
in provisions, interpretation diﬃculties, and limited stakeholder consultation;
» Policy development should be separated from law drafting and precede it. Policy makers should consider the
implementation options available, select the most suitable one, and design appropriate implementation and
enforcement mechanisms. Only thereafter should the actual law-drafting begin;
» Stakeholders should be consulted at an early stage to provide policy developers and law drafters with greater
insight in the issues at stake. In addition the stakeholders will become more aware of legal developments.
Discussion of change leads to greater acceptance by the stakeholders being regulated and allows a greater
timeframe to prepare for compliance;
» Laws should be drafted simultaneously with by-laws. This will avoid inconsistencies and also stem the ﬂight
to unnecessary legislation;
» Final drafts of laws should pass a set of quality tests; some relating to compliance with the Acquis, others to
consistency with set policies, and yet others to strictly legal matters;
» Law drafters should draw up an explanatory memorandum, containing the rationale of the law and an
assessment of its impact and of its quality. The memorandum should demonstrate that the law and its
implementation arrangements will, de jure and de facto, implement the Acquis;
» Once laws have been adopted, their implementation should be monitored, with feedback to the legislator,
allowing, if needed, redeployment of policies and legislative amendments.
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Medium-term (2015-2019)
» Transposition activities will continue to bridge remaining legislative gaps and to incorporate the new Acquis;
» The Law on Environmental Protection should be reviewed in terms of its objectives and relationship to other
environmental laws, and potentially as the vehicle for institutional reform.

4.2 STRATEGY FOR ECONOMIC AND FINANCIAL APPROXIMATION
To deﬁne the funding mechanisms required to meet the multi-annual stream of costs provided in paragraph
2.4.2, the following steps have been taken:
» Calculation of the cost recovery component, i.e. the amount of the costs that can be recovered from the end
users. This requires prior calculation of the aﬀordability constraints;
» Estimate of reasonable transition periods for full compliance of the Acquis;
» Deﬁnition of the ﬁnancing sources;
» Calculation of the funding gap.
» Formulation of a plan to ﬁnance the gap
The funding gap after cost recovery must be covered by a mix of instruments, including:
» EU Grants. IPA funds during the Candidate phase and structural funds after membership;
» Financing Institutions (Kreditanstalt für Wiederaufbau (KfW), European Bank for Reconstruction and
Development (EBRD), European Investment Bank (EIB) and others);
» Direct support from project donors including technical assistance;
» Industry/Commercial direct investments and private investors;
» Public Sector including Central Budget; Local Self-Government Budgets; economic instruments, e.g. Serbian
Environmental Protection Fund (SEPF), Budgetary Fund of the Republic of Serbia for Water and Budgetary
Fund of the Autonomous Province of Vojvodina for Water.

4.2.1 AFFORDABILITY CONSTRAINTS
Aﬀordability constraints limit the amount of the costs that can be recovered from end users through tariﬀs and
other charges (“Cost Recovery”).
After full compliance, and in accordance with the “Polluter and User Pays Principles”, cost recovery should be
100%. Until then, cost recovery should at least cover OPEX costs so as not to compromise the capacity to attract
grants (as only investment costs are eligible and projects must be ﬁnancially sustainable) and gain support from
International Finance Institutions (IFIs).
The calculation of cost recovery includes:
» Collecting data on Household Income (HHI) distributed in Income Deciles20;
» Projecting such data in accordance with GDP expected growth and adjustment indexes to account from
typically faster than GDP growth in HHI;
» Estimating the industrial/commercial component;
» Calculating the present level of aﬀordability used for utility payments. This part is supporting the existing
system and is not available for support of the incremental approximation eﬀort;
» Calculating the component of untapped aﬀordability that can sequentially be mobilised to support the
approximation eﬀort (i.e. the rate of mobilisation of the cost recovery component).
The results of these analyses are summarised in a simpliﬁed format in Table 9.
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10% segments from the 10% richest to the 10% poorest.

Table 9: Evolution of Available Aﬀordability for Cost Recovery
EVOLUTION OF TOTAL AFFORDABILITY FOR COST RECOVERY
Based on Maximum Threshold of Affordability of 25% HHI + Additional 6.87% from COMMERCIAL (27.47% p.e.)
Units

2010

2011

2012

2013

2014

2015

2016

2017

2018

2019

2020

HHI Average

€/HH/p.a.

5,208

5,445

5,803

6,215

6,689

7,234

7,823

8,461

9,150

9,896

10,703 14,097 18,025

Upper Limit of
Aﬀordability (31.87%)A

€/HH/p.a.

1,735

1,849

1,981

2,132

2,305

2,493

2,696

2,916

3,154

3,411

4,493

5,745

No. of Households
EstimatedB

In million

2.50

2.49

2.47

2.46

2.45

2.44

2.43

2.41

2.40

2.39

2.35

2.30

In € million

4,381

4,645

4,950

5,301

5,705

6,139

6,606

7,108

7,649

8,231 10,573 13,185

%

69.34

69.69

70.21

70.92

71.98

73.06

74.16

75.27

76.02

76.78

78.91

79.91

In € million

3,038

3,237

3,476

3,759

4,106

4,485

4,899

5,350

5,815

6,320

8,344

10,536

Present Costs HH
(16.1%) comm (6%)
= 22.1%F

In € million

3,038

3,221

3,433

3,676

3,956

4,257

4,581

4,929

5,304

5,708

7,332

9,143

MAX. AVAILABLE FOR
ADDITIONAL COST
RECOVERYG

In € million

0

16

43

83

150

228

318

421

511

612

1,012

1,393

Maximum Annual
Domestic AﬀordabilityC
% of Maximum
Aﬀordability TappedD
Available Aﬀordability E

2.51

2025

2030

A

The Upper Limit of Affordability is based on a Maximum Threshold for Aﬀordability of 25% of HHI (no more than 25% of HHI can be used for payment
of all utilities) plus an additional 6.87% from Industry and Commerce. This additional 6.87% is derived from the overall estimated contribution by
Industry and Commerce in the form of user charges, which is 27.47% of total expenditure on utilities, multiplied by the 25% HHI maximum. The sum
of the two (25%+6.87%) deﬁnes thus the upper limit of Aﬀordability.

B

The number of Households estimated is based on a Household size of 2.97 in 2010 diminishing by 0.5% per annum on account of the population
reduction projected for Serbia (-0.35% per annum) plus a further reduction in Household size by 0.15% per annum.

C

The Maximum Annual Domestic Affordability is the product of the Upper Limit multiplied by the number of Households. This deﬁnes the Maximum
for Cost Recovery available in any given year.

D

The % of the Maximum of Affordability that can be tapped is the proportion (in % terms) of the Maximum Annual Domestic Aﬀordability that can
successively be garnered for cost recovery through increases in charges. Tariﬀs cannot be realistically raised to maximum aﬀordability on a short
term basis and this parameter reﬂects this fact. It is derived by assuming tariﬀ increases in real terms above HHI growth (in € above € inﬂation+40%
of GDP growth) of 0.5% in 2012; 0.75% in 2013; 1% in 2014; 1.5% through to 2018; 1% to 2020; 0.75% to 2022; 0.5% to 2024 and 0.25% to 2030.
Although these increases in real terms may appear moderate, they imply a strong eﬀort of mobilization of GDP to Environment.

E

Available Affordability is derived from applying the % tapped to the Maximum Annual Domestic Aﬀordability.

F

Present Costs of HH is the amount of HHI presently being applied by HH to the payment of all utility bills. This ﬁgure is composed of 16.1% from HH
(according to Serbian Data: See Sources of Data Addendum) and an additional 6% estimated for Industry & Commerce.

G

Maximum Available for Additional Cost Recovery is the diﬀerence between the Available Aﬀordability and the Present Costs. This ﬁgure is the
additional amount that can be tapped from users for cost recovery in revenue generating environmental projects.

The maximum available for new investments and their OPEX is based on the average HHI.
In NPV terms cost recovery will amount to € 5.7 billion. Total costs are estimated at € 10.6 billion (see chapter
2.4.2). The cost recovery component amounts to 54.4% of the approximation eﬀort.
This ﬁgure is in line with the magnitudes observed for other transition countries. It must be noted that at lower
levels of aﬀordability than average, cost recovery constraints are considerable. This indicates that it will be
necessary to apply block or progressive tariﬀs in the process of reaching full cost recovery tariﬀs (up to 2030 for
UWW), so as to avoid a collapse of revenue collection capacity at PUC level.
Municipalities in Serbia have, in general, been unable to raise tariﬀs to cover true PUC costs due to a combination
of factors, including, inter alia:
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»
»
»
»
»

A policy of limiting tariﬀ increases to the rate of inﬂation;
Political reluctance to raise service tariﬀs in the prevailing social context;
Sensitivity to a deterioration in bill collection on a short term basis if tariﬀs are raised substantially;
Cross-subsidising households by applying substantially higher industrial and commercial tariﬀs;
When tariﬀs have been calculated on the basis of costs, a collection ratio of 100% has been assumed.

This has caused a drain on municipal budgets which have been obliged to increasingly subsidise PUC operations.
Investments have been delayed, eﬃciency impaired and attractiveness for private sector participation has
eroded.
The result is that tariﬀs do not comply with the polluter/user pays principle and vary by an enormous factor from
one consumer group and one municipality to another and do not form a rational basis from which to structure
the services provided and, moreover, the necessary massive investments.
In Water average tariﬀs are estimated at €0.41 per m3. This includes water supply, waste water collection
(sewerage) and, in some limited cases, waste water treatment. Comparable ﬁgures in neighbouring countries
(although with generally higher rates of wastewater treatment) are €0.90 in Bulgaria, €1.15 in Croatia, €2.40 in
Hungary and €0.55 in Romania. In the EU15, albeit with high rates of waste water treatment, the costs are in the
vicinity of €3/m3. The Serbian average tariﬀ, although with reduced service levels, is about 25% of maximum
aﬀordability (at 4% of Household Income).
In Waste, household expenditure is running at between €12 and €15 per annum, less than 20% of aﬀordability at
the 1.5% threshold. In the EU15, the average household payment for waste is running at between €60 and €75,
between 5 and 6 times the Serbian ﬁgure.
In Electricity, tariﬀs are also much lower than in neighbouring states or the EU. In Serbia the tariﬀ per KW is in
average below €0.04. In Bulgaria it is almost €0.09, more than twice. In Romania it is €0.11, in Croatia €0.12, and
in Hungary almost €0.17. In the EU 15 the range is between €0.16 and €0.26.
It must be thus noted that through Central Government and Local Government pressure, tariﬀs have deteriorated
to levels well below PUC operating costs and well below aﬀordability levels. This has resulted in many PUCs being
unable to meet their operating costs, let alone ﬁnance true maintenance and capital expenses. They, in turn,
depend highly on the municipal budgets and this constitutes a further barrier to achieving regionalisation with
an economically eﬃcient scale of operations.
The PUC Strategy addresses these issues and aims at establishing benchmarks for tariﬀs and service levels. This, if
combined with the EU grant structure associated to loans for utility development, can constitute a valid vehicle
for channelling investments into a rationalised, regionalised PUC system.

4.2.2 SETTINGUP OF TARGETDATES FOR FULL COMPLIANCE
In order to plan when full compliance can be realistically achieved for the heavy investment directives, and to
identify those for which requests for transitional periods will need to be made, a model tool has been prepared.
The following parameters have been integrated into this model tool:
» The multiannual cost ﬂows on a directive/sector basis;
» The multiannual potential cost recovery on a directive/sector basis;
» Assumptions on macroeconomic and socio-economic parameters;
» Mobilisation rates for cost recovery;
» Assumptions on EU grant mobilisation rates and donor funding;
» Projection of domestic ﬁnance resources;
» Projections of ﬁnance from IFIs, other project ﬁnance and private investment;
» Other technical parameters necessary for making the model operative.
The speciﬁc assumptions made for each directive/bundle of directives are available in the technical documentation
and are based on the multiple sources of data referred to in Annex 2.
The model tool is designed to adjust all ﬂows to variations in any of the inputs, notably to target dates for full
compliance. Wherever possible the action plans of existing national strategies (e.g. on waste and energy) have
been respected. When such action plans imply periods that do not comply with the aﬀordability constraint for
OPEX (Waste), or even are more stringent than required for EU Member States (LCP Directive), the target dates
have been lengthened to provide plausible and reasonable implementation periods from the economic point
of view.
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This Sensitivity Analysis has been performed to determine reasonable transition periods for full compliance
of the diﬀerent directives/sectors. It is expected that, as has been the case with previous accessions, transition
periods will only be granted in the case of heavy investment directives. Results are shown in Table 10 for these
directives. Drinking water is absent from this list because compliance with the Acquis only requires that quality
standards are met and this is expected to be achieved prior to accession.
Table 10: Transition Periods for Heavy Investment Directives*

Sector/Heavy Investment Directive

ACCESSION

TRANSITION PERIOD

2019

2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

WATER
Urban Waste Water
Nitrates
WASTE
MSW (Landﬁll + Packaging + Batteries + WEEE)
INDUSTRIAL POLLUTION & NOISE
Large Combustion Plants**
* See Table 3 (Key assumptions) for details of assumptions on which these potentially necessary transition periods were estimated
** Large Combustion Plants are deﬁned as an Investment Heavy Directive – note that other IPPC installations are not so deﬁned

4.2.3 IMPACT ON SERBIA
The impact on Serbia, i.e. the burden of Approximation, is evaluated from the perspective of:
» Consumers, both households and industrial/commercial;
» Serbia as a country, by measuring the additional GDP that must be dedicated to the approximation eﬀort.
It must be noted that the positive indirect economic impacts, i.e. greater GDP growth on account of accession to
the EU market in favourable conditions, estimated in other studies at approximately 2% additional GDP growth
per annum, have not been included in the NEAS.
The beneﬁts of compliance have been calculated in section 2.4.2.3 and should not be disregarded as “intangible”
as they are real positive impacts that have been tested in the United States and Western Europe for an extended
period. They constitute an important part of the economic evaluation process in all large infrastructure projects.
Burden on Consumers
The capacity to pay for OPEX is shown below. OPEX is limited to what is aﬀordable at national level. This is one
of the “constraints” deﬁned above. This means that this Strategy is viable but strains capacity to the maximum
in the period to 2017. Below, in Figure 4, the inter-annual relationship between OPEX and aﬀordability has been
illustrated.
Figure 4: Capacity to pay Operation and Management Costs
AFFORDABILITY, O&M COSTS
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The action plans of the strategies prepared for waste and for large combustion plants imply compliance targets
that have been elongated so as to provide an achievable mix with actions in the other sectors. Environmental
sectors are integrated across the environment and across all economic sectors and thus sustainable planning
cannot be done for one sector in isolation.
The capacity of consumers to pay for total costs is shown in Figure 5.
It is evident that there is a large “Funding Gap” because part of the cost is not recoverable from user charges until
2024. This is further elaborated in the following sections.
Figure 5: Capacity to pay Total Costs
AFFORDABILITY, TOTAL COSTS

Burden on Serbia
At present 0.4% of GDP is allocated to the environment sector, according to the estimates contained in the NPEP
and the report “Needs of the Republic of Serbia for the International Assistance in the period 2011-2013”. While
the actual allocation of GDP for the environment in Serbia is probably higher, possibly up to 0.9% of GDP, due to
unaccounted for local, industrial and private contributions, there is no speciﬁc and suﬃcient evidence available
to correct the 0.4% ﬁgure.
The impact of the approximation eﬀort on Serbia’s GDP is shown in Figure 6
Figure 6: Burden on Serbia as % GDP
ADDITIONAL BURDEN FOR SERBIA AS % OF GDP REQUIRED

Additional GDP allocated to the environment sector will reach 2.1% in 2021, for a total of 2.5%, including the
present 0.4%. If the true ﬁgure of the present GDP going to environment is closer to the 0.9% as suggested
above, the total burden could reach 3%. This is still a manageable ﬁgure and in line with the experience in other
transition economies.
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4.2.4 THE FUNDING GAP
A simpliﬁed macro-economic ﬁnancial plan has been elaborated so as to provide basic indications regarding
magnitudes and core methodology for a more detailed model which can be developed at a later stage, using
improved statistical data and employing greater resources.
For the objectives of this NEAS, it constitutes a reasonable, simplified but complete Financial Plan, taking into
account the major elements that aﬀect multi-annual programming for the approximation eﬀort.
The ﬁrst calculation that must be made in order to prepare a Financing Plan is the “Funding Gap”, deﬁned as the
amount of cost that cannot be recovered from user charges. This will be the diﬀerence between total cost and
aﬀordability. It is deﬁned, on an annual basis in Figure 7.
Figure 7: Funding Gap
TOTAL COST FUNDING GAP - TOTAL COST NOT RECOVERABLE FROM TARIFFS

This implies that Serbia will require external support until 2024, when aﬀordability will be able to generate
suﬃcient funds to oﬀset all costs and to commence repayment of the non-grant support required until that date..
Inter-sector economic and ﬁnancial planning requires improvement, especially at the level of the Serbian
Environmental Protection Fund (SEPF). The SEPF was primarily founded under the Law on Environmental
Protection (“Oﬃcial Gazette of the RS”, Nos. 135/04, 36/09) as an independent body within the Government of the
Republic of Serbia. The main goal of constituting the SEPF was to gain ﬁnancial resources to develop and protect
the environment in the Republic of Serbia. Below in Table 11 the annual budget of the SEPF is summarized.
Table 11: SEPF Annual Budget (mil RSD/€)
TYPES OF REVENUES

2007

2008

2009

2010

2011

RSD

€

RSD

€

RSD

€

RSD

€

RSD

€

24.44

0.31

43.91

0.55

23.87

0.27

23.56

0.25

23.81

0.23

Other Sources of
Revenues (Revenues
from Fees)

1,204.24

15.24

1,788.64

22.57

1,961.48

22.14

4,792.20

49.98

14,791.31

140.20

Total

1.228,68

15.55

1,832.55

23.13

1,985.35

22.41

4,815.76

50.22

14,815.12 140.43

Budget Revenues

As can be noted, the amounts are substantial and evolving rapidly and are a very signiﬁcant source of ﬁnance.
The Finance Plans prepared in the Sector Strategies indicate, on the other hand, that the needs in the diﬀerent
sectors are severely at odds with the ﬁnancing mechanisms, including, notably, the fees collected by the SEPF, for
the part of ﬁnance to be provided by the public sector.
Thus it is expected that projecting current ﬁnancing sources, Waste and Air & Climate Change would be
overfunded, by €496 million and €136 million, respectively by 2020, upon accession (assumed for 2019) whilst
Industrial Pollution and, especially, Water would be severely underfunded, by €2,000 million in the Water sector
and almost €300 million in the Industrial Pollution sector.
Improved co-ordination in the planning of the diﬀerent institutions with competencies in the ﬁeld of environment
is required to address current inconsistencies. For instance, the well-developed Waste Strategy is structured in
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such a way that it will have resources available, mainly through the special waste streams fees collected by the
SEPF. Water, however, the “heaviest directive” with the most complex and fragmented competencies, has no clear
ﬁnancing strategy comparable to waste, resulting in a huge funding gap.
This NEAS points out, in a simpliﬁed form, where the problems may arise from this lack of coordinated intersector planning. In the Chapter 27 Sub-working group (see paragraph 4.3) this will be addressed in much greater
detail and the various strategic elements, including the strategy for re-structuring the PUCs, will be brought
together there in more detail.

4.2.5 FINANCING THE GAP
The funding gap after cost recovery must be covered by a mix of instruments, including:
» EU grants. IPA III during the Candidate phase, which is estimated to commence in 2012 and to ﬁnalise in 2019
(the assumed date of accession), when Structural Funds would become available. This assumption is needed
for the Financial Plan as the amounts of grants will increase substantially upon achieving the membership
status.
» Net Financing without recourse to Government. This includes a mix of IFIs, domestic and other commercial
banks, project ﬁnance from KfW and other specialised sources, direct loans to projects (EBRD, EIB, etc.) without
recourse to government, i.e. no direct state guarantee or other forms of support that imply that the risk is
totally or partially allocated to the public sector. Based on prior experience in other approximation processes
(most notably and recently in Romania), this is estimated at 22% of investments, with repayment schedules of
15 years, a grace period of three years and average interest rates of 6%.
» Other donors. This includes direct support from project donors, Technical Assistance and speciﬁc project
components. Such sources amount to approximately 4% of the eﬀort.
» Industry/commercial direct investments and private investors. Industry is expected to contribute 6.9% of cost
on the basis of the overall industrial/commercial share in expenses on utilities of 27.5% of total household
income. Private investment is a variable factor, but is estimated to account for 6% of investment needs. It
must be noted that private sector investments have a strong dynamising eﬀect and special emphasis should
be made to create favourable conditions, especially in sectors such as waste, where project viability is higher
and public sector support should be minimised.
» The remaining gap will have to be ﬁnanced by the public sector through a variety of instruments, which
include:
a. Central budget;
b. Local Self-Government budgets;
c. Other public sector institutions (SEPA, National Investment Plan (NIP));
d.Economic instruments, most prominently the SEPF, the Budgetary Fund of the Republic of Serbia for Water
and the Budgetary Fund of the Autonomous Province of Vojvodina for Water.
The portion remaining after these contributions will also have to be ﬁnanced by the Public Sector, this time
through ﬁnancial instruments (for example, an EBRD line for environmental projects co-ﬁnancing).
Estimates of the value of the projected multiannual approximation costs that can be covered from sources other
than the public sector are provided in Table 12.
Table 12: Summarised Financial Plan
FINANCIAL GAP COVER
€ million
TOTAL COST
COST RECOVERY (INCREMENTAL)
EFFECTIVE EU GRANTS RECEIVED
NET FINANCING (NO GOVT. RECOURSE)
OTHER DONORS
COMMERCIAL & PRIVATE SECTOR
REQUIRED FROM PUBLIC SECTOR
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2011
98
0
12
19
7
11
-50

2012
385
16
20
75
27
44
-204

2013
540
43
28
98
36
57
-278

2014
713
83
33
127
47
75
-348

2015
851
150
41
137
53
85
-385

2016
884
228
50
123
50
81
-352

2017 2018 2019 2020 2025
944 1,037 1,135 1,286 958
318
421
511
612
958
50
50
117
185
252
109
105
102
114
-48
49
52
54
62
18
79
83
88
100
29
-338 -326 -264 -213 250

2030
876
876
630
-73
3
4
564

The balance of funding that will need to be provided annually by the public sector is high, between €200 and
€400 million per annum until 2024, after which increases in aﬀordability permit user charges to cover full costs.
This high level of public sector support will need to be provided by domestic funding sources, including, notably,
the previously indicated SEPF. The balance unobtainable from the established domestic funding sources will
have to be obtained by the public sector from other sources, for example a co-ﬁnancing line for environmental
projects from the EBRD or other IFI.
A forecast of the domestic funding sources is presented in Table 13. The diﬀerence between the amount required
from the public sector and the public sector resources will result in a ﬁgure that is indicated as “excess funds
carried forward” if sources are greater than requirements, and “public sector ﬁnancing needs” if sources are
insuﬃcient to cover resources, as is the case between 2014 and 2024.
Table 13: Public Sector Support
PUBLIC SECTOR SUPPORT
€ million
REQUIRED FROM PUBLIC SECTOR
DOMESTIC FUNDING SOURCES
MEMSP
SEPA
SEPF *
LSG
NIP (OR EQUIVALENT)
WATER DIRECTORATE**
PUBLIC SECTOR RESOURCES
PUBLIC SECTOR FINANCING NEEDS
EXCESS FUNDS CARRIED FORWARD

2011
-50

2012
-204

2013
-278

2014
-348

2015
-385

2016
-352

2017
-338

2018
-326

2019
-264

2020
-213

2025
250

2030
564

10
0
63
45
4
52
174
-50
124

10
0
80
47
4
55
197
-204
117

11
0
97
50
4
57
219
-278
57

12
0
114
52
4
60
242
-348
0

12
0
120
55
5
63
255
-385
0

13
0
126
57
5
66
267
-352
0

13
0
132
60
5
70
281
-338
0

14
0
139
63
5
73
295
-326
0

15
0
146
66
6
77
309
-264
0

15
0
153
70
6
81
325
-213
0

20
25
0
0
195
249
89
114
8
10
103
131
415 529
250 564
2,199 6,201

* SEPF on basis of 2010 and 2011 budgets projected at GDP growth after 2012 (5%) and applying prudently estimated collection ratios of 50% in
2011; 70% in 2012; 80% in 2013 and 90% from 2014 onwards.
** Water Directorate Funds collected are much higher, but overcommitted to maintaining public supply storage and bulk distribution networks. The
€ 52 million indicated in 2011 are the part of the funds collected that are earmarked for environmental projects.

The last two rows of Table 13 indicate, on an annual basis, the additional ﬁnancing required by the public sector,
“public sector ﬁnancing needs”, or the excess capacity that may be generated by the domestic funding sources,
“excess funds carried forward”.
It ought to be noted that IFIs active in the ﬁnance of large environmental infrastructure projects have called
for the elaboration of a consistent approach linking such ﬁnance to grants. A consistently structured blend of
grants, domestic sources and IFI ﬁnance, could have a multiplier eﬀect upon the number of projects that can be
successfully implemented, by sharing out the grant component in a pre-speciﬁed formula, avoiding excessive
grants in some few projects and lack of feasibility in many others. Attention is drawn to the need to program
grants in coordination with all other available instruments so as to maximise the positive impact of said limited EU
grants and other donor ﬁnance.

4.2.6 MAIN CONCLUSIONS
Special attention should be paid to:
» The capacity to mobilise latent aﬀordability at domestic level.
Optimising cost recovery from end polluters through user charges and the various economic instruments is
not just ﬁnancially desirable; it is an absolute requirement of the EU Grant Scheme.
The EU subsidises the part of an eligible investment that cannot be aﬀorded at domestic level. The grant is
the part of the investment that cannot be recovered from user charges. User charges need to be raised to the
Maximum Aﬀordable Tariﬀ (MAT) in the shortest time possible.
The main institutions that are involved in this process are the PUCs at LSG level. Thus, in this context, all eﬀorts
to accelerate the formation of economically and ﬁnancially viable PUCs must be a central government priority
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as it will serve the best interests of Serbia by aiding the mobilisation of EU grants, key to improve the living
standards of the Serbian people.
Capacity must be built up at Economic Policy Unit (EPU) level to provide guidance as required regarding
the setting of MATs and Full Cost Recovery Tariﬀs. This will require expertise within the EPU in the ﬁeld of
aﬀordability calculation and in the development of tariﬀ policy.
» The capacity to ensure rapid and full mobilisation of available EU funds
Under IPA III, IV and V a signiﬁcant testing of the local institutional capacity will take place. However, it must be
noted that the expected volumes will remain approximately the same (€200 million per annum, overall, with
some €40 million to Environment). Projects will continue to be large, clearly prioritised and few in number. The
stress will come, in 2012 and 2013, from the procedural innovation that DIS implies, from the requirements
to contribute to the deﬁnition of the ‘Operational Plan Environment’ and from the need to provide adequate
Directive Speciﬁc Implementation Plans for negotiation of Chapter 27.
As from membership onwards, however, the stress will emanate from the increase of available funds. Funding
can be expected to increase from €1.4 billion over a 7 year period to the full €1.4 billion per annum.
To date, we must note that this phase has caught all new 2004 EU members by “surprise” with, in many cases,
not even basic capacities in programming, planning and the economic policy functions described.
The opportunity cost of such lack of anticipation, has been very high, further compounded by the lack of
co-ﬁnancing planning.
» Further evolution of the SEPF, Budgetary Fund of the Republic of Serbia for Water and Budgetary Fund of the
Autonomous Province of Vojvodina for Water so as to provide a substantial boost to public sector funds for
environmental projects;
SThe SEPF has become an important source of funds for environmental protection in Serbia; at over €140 million,
the SEPF budget for 2011 accounts for almost half of total Serbian national funding for environmental protection.
As shown in Table 13, forecasts indicate that the relative importance of the SEPF is expected to remain at around
50% of total public sector resources for environmental protection.
It will therefore be important that continued attention is paid to ensuring that the economy, eﬃciency and
eﬀectiveness of the SEPF is maximised. This could entail periodic reviews of the environmental impact of the
various product charges and modiﬁed producer responsibility schemes implemented by the SEPF.
For instance, strict application of polluter or user pays principles would indicate that the fees resulting from
product charges should only be applied to the prevention / remediation of environmental damage directly
resulting from each speciﬁc waste stream. Experience in other countries has shown that as environmental and
economic conditions change over time so too do the optimal levels of product charges. The optimal balance
between producer responsibility and product charge systems can also change. Product charge systems can
result in a heavy burden on the public administration and as monitoring and enforcement systems improve the
adoption of producer responsibility systems in some areas could prove more eﬀective.
It should be noted that under the predicted scenario, the public sector additional support not accruing from
existing sources would require an additional €360 million in 2018. As from 2019 onwards, the combination of
increased grant support upon assumed EU membership and increasing aﬀordability will provide a strong capacity
to both repay prior ﬁnance and broaden support for the environment.

4.2.7 PROPOSED ACTIONS
In the economic area a number of important actions are needed. The actions can be either general, or speciﬁc for
the Ministry of Environment, Mining and Spatial Planning.
GENERAL
Short term (2011-2014)
» Carry out an Environmental Infrastructure Audit to clearly establish the situation in Serbia regarding the state
of environmental infrastructure and of utility service providers. This will clarify the “starting position” vis-à-vis
the preparation of the Directive Speciﬁc Implementation Plans for negotiation with the EU;
» Carry out an Aﬀordability Study at national and at least regional levels so as to provide aﬀordability references
and benchmarks;
» Develop a Grant Programming Tool, with ﬂexibility between sectors. The programming of grants must be
related to external factors including alternative funding opportunities. Priorities between sectors must be
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established and duly programmed for planning purposes. Distribution of grants must be ﬂexible between
sectors and re-programmed on an ongoing basis;
» Restructure the SEPF in view of its high potential for revenue generation in order to avoid overpricing in some
sectors (e.g. special streams of waste) and to allow ﬂexible use of funds across subsectors and even sectors21.
Medium-term (2015-2019)
» The public sector should contract a ﬂexible drawdown ﬁnancing line for ready co-ﬁnancing of environmental
projects. The Financing Plan indicates that an amount of approximately €360 million would be suﬃcient22. The
amount and timing of this ﬁnancing instrument will depend, to a large degree, on the evolution of the SEPF,
which should be monitored closely;
» Reform the PUCs, which play an extremely important role in the approximation eﬀort, since they are key for
cost recovery. Increase their scale of operations, with extension and modernisation of their services. PUCs will
be the recipients of the largest portion of grants;
» Eliminate the present heavy cross-subsidisation of tariﬀs and provide reference parameters for harmonised
service charges that relate service levels to costs;
» Establish the concepts of “Maximum Aﬀordable Tariﬀs” and “Full Cost Recovery Tariﬀs” as reference parameters
for project evaluation and the setting of tariﬀs.
MINISTRY OF ENVIRONMENT, MINING AND SPATIAL PLANNING
Short term (2011-2014)
» Complete the Decentralised Implementation System (DIS) for EU funds before the end of 2011 (i.e. prior
to candidate status). MEMSP will become an “Operating Structure” which entails signiﬁcant additional
administrative and planning expertise;
» In parallel, prepare Directive Speciﬁc Implementation Plans. Target date: before the end of 2012;
» Create a small but specialised EPU within the MEMSP, including a staﬀ of at least two economists;
» Urgently request Technical Assistance from IPA IV (Human Resources) in at least the following specialised
areas, so as to meet the major challenges faced by MEMSP regarding the Directive Speciﬁc Implementation
Plans and the Chapter 27 negotiation from 2012 onwards:
» EU grant objectives and procedures;
» The DIS operational procedures;
» Cost Beneﬁt Analysis (CBA);
» Aﬀordability and tariﬀ setting;
» Financial planning and modelling.
Medium-term (2015-2019)
» Create the capacity to mobilise the latent aﬀordability at domestic level;
» Create capacity for ensuring rapid and full mobilisation of available EU funds.

4.3 STRATEGY FOR INSTITUTIONAL APPROXIMATION
The institutional approximation strategy is designed to ensure that adequate institutional arrangements are in
place for the Government of Serbia to successfully negotiate Chapter 27 of the Acquis with the EU Council, to
implement and enforce the environmental legislation and to successfully draw the EU grants available to Serbia
in the ﬁeld of the environment.
It should be stressed that the EU legislation does not prescribe how to organise the competencies of the national
authorities for implementation of the Acquis, provided that the competencies are clearly delineated and do not
prevent full implementation. However commencement of the approximation process does provide a unique
opportunity to review existing institutional arrangements and consider options for improvement in performance.
Continuing “business as usual” is unlikely to be suﬃcient especially when it comes to inter-ministerial co-operation
and co-ordination (see Institutional Gap Analysis). The strategy proposed is similar to that adopted by the Czech
Republic during its accession negotiations. It is based on the revitalisation of the existing Chapter 27 Sub-working
21
22

This is in line with IPA III and the EU multiannual programming objectives.
Note that the estimated €360 million is the maximum amount by which it is forecast that at any time outﬂows would exceed inﬂows. Thus the
requirement is for a line of credit (to meet liquidity needs) not a loan for infrastructure per se.
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group, and a series of technical working groups. This is set out in detail in chapter 5. While this Strategy requires
signiﬁcant eﬀort and many meetings, it will be suﬃcient to enable Serbia to conduct eﬀective negotiations with
the European Council. It should be noted that adoption of this Strategy does not preclude subsequent adoption
of more radical strategies, such as the establishment of a much larger Environmental Protection Agency than
today’s SEPA in order to optimise the use of staﬀ resources. These options will be further considered by MEMSP.
The revitalised Chapter 27 sub-working group will perform three main functions:
» Coordinate Chapter 27 transposition activities across all Ministries;
» Coordinate Chapter 27 implementation activities across all Ministries;
» Provide the information necessary to conduct the future negotiations with the EU Council (see Chapter 6).
The Chapter 27 Sub-working group will be chaired by a State Secretary and meet approximately once a month.
The Sub-working group will compose of a representative from each environmental sector plus a representative
from each of the ﬁve ministries listed in section 2.4.3, as well as a representative of the Ministry of Finance.
PROPOSED ACTIONS
Short term (2011-2014)
» Changes in Administrative Operations. These are set for both inside and outside MEMSP. The main areas
set for change are:
a. Inter-ministry coordination and cooperation. This will be managed via the Chapter 27 sub-working
group described in section 4.3. The Environment Sectoral Representatives (ESR) on the Sub-working
group will co-ordinate the activities of the working groups in their sector, established under the seven
Sectoral Strategies. Each ESR will arrange regular meetings of the chairpersons of the working groups
in their sector. In this way the ESR will monitor progress on every piece of the environmental Acquis
and be in a position to report on progress to the Chapter 27 Sub-working group. The aim is that all
issues of coordination and cooperation between ministries are managed at working group level and
only in diﬃcult cases brought to the Chapter 27 Sub-working group for resolution. The activities of
the working groups should be supplemented by the work of the Collegium and its members in issues
either concerning the management of MEMSP or that are cross-sectoral in nature;
b. Internal Management System – Human Resources (HR). A senior assistant minister will be placed in
charge of HR and budgetary issues of the MEMSP and assist coordination between assistant ministers.
One focus of HR will be staﬀ assessment which will be conducted for each staﬀ member by the line
manager together with an HR Representative. These assessments will relate to the level of personal
performance;
c. Internal Management System – Policy Development. One focus for the Collegium of the MEMSP will be
to provide strategic policy development on issues such as: funding accession; Information Technology
(IT) applications; MEMSP Management System; change management; institutional arrangements;
cooperation, communication and staﬀ training; permitting procedures and enforcement; law drafting
practices. Project groups may need to be established to examine such issues in more detail. As the
MEMSP is responsible for issuing many types of permits and their enforcement, this issue will be
reviewed in the short term at the strategic level, with a view to optimising the use of staﬀ resources in
this area;
d.Staﬀ Training. The staﬀ assessment will include a training needs assessment (TNA). The individual TNA
will be used to develop an annual training plan for all MEMSP staﬀ.
» Interface with Provincial Administration. This interface will be further developed by ensuring representation
of the Provincial Administration on every working group established under the sectoral strategies. Provincial
issues will be addressed at every meeting to promote cooperation between the provincial and central levels
of administration. Any major diﬃculty encountered will be brought to the attention of the Chapter 27 Subworking group.
» Changes in Administrative Structures. It is recognised that the overall numbers of staﬀ available are
probably suﬃcient for the implementation of the Acquis, although the allocation of staﬀ under the current
Systematisation does not make optimal use of staﬀ resource. The meetings of the working groups will be
used to develop Directive Speciﬁc Implementation Plans and, as part of these plans, staﬀ requirements will
be reviewed. When beneﬁcial, transfer of staﬀ between institutions, such as the recent transfer of staﬀ from
RHSS to SEPA, will be undertaken.
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Medium-term (2015-2019)
» Interface with Local Self Government (LSG). It is recognised that LSGs have considerable responsibilities
for environmental issues devolved to them under national legislation. The working groups (established
under the sectoral strategies) will review any such devolvement with representatives of certain selected,
representative LSGs to ensure that adequate resources are available for the implementation of the relevant
part of the Acquis. In cases where resources are inadequate, the working group will either recommend that
the LSGs must provide the resources, or that responsibility should revert to national level. The working
groups will also review the adequacy of training and guidance in the implementation of the Acquis for LSGs.
Each LSG has one or more associated PUCs responsible for waste, water supply and waste water collection
and treatment23. Most of the PUCs, with the exception of those in the three largest cities, are relatively small
when compared with the size of operation needed to achieve reasonable economies of scale and adequate
levels of specialisation. The MEMSP will review the utility operations in the solid waste and water services of
each PUC to ensure that they are of an adequate scale and capable of achieving international benchmarks
for eﬃciency. In short each PUC must have the capacity to meet the requirements of the environmental
Acquis in relation to solid waste and water services in an economically eﬃcient manner24. In the case of solid
waste, each single service area should have approximately 400,000 inhabitants in order to achieve suitable
capacity, while in water services the threshold should be about 200,000 inhabitants per service area. It is
recognised that the consolidation of PUC activities is vital to develop a pipeline of viable projects to ensure
the drawdown of EU funds.

23
24

These PUCs are often also responsible for other municipal services such as street cleaning, cemeteries, etc.
The question of the ﬁnancial sustainability of service operations is a key criterion applied by all funding bodies when considering the provision of
support for capital investments.
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CHAPTER 5

STRATEGY FOR
ENVIRONMENTAL
APPROXIMATION
BY SECTOR

5.1 INTRODUCTION
This Strategy forms a framework for further approximation of Serbia to the environmental Acquis.
It sets the Serbian public administration’s main strategic direction and provides for an organisational focus to
strongly improve the country’s ongoing action on the path of approximation. It is not an exhaustive manual of
action.
The NEAS represents the highest-level in the strategic planning hierarchy for approximation with the
environmental Acquis. Based upon the overarching strategy detailed herein, two additional and increasingly
detailed planning frameworks are being developed:
» Sector Strategies – these focus on the speciﬁc environmental sectors and provide full detail on the scope
of the Acquis, the current state of approximation in the sector, strengths and constraints, requirements for
change, proposed actions, the implementation programmes, cost estimates and an investment programme,
the next steps in transposition and where further technical assistance would be appropriate. The Sector
Strategies contain a vast amount of detailed information which has been used as support for drafting the
NEAS. An abstract of these Sector Strategies is provided further on in this chapter.
» Directive Speciﬁc Implementation Plans – for each directive; these will contain the following elements: the
responsible institutions, the main objectives of the directive, the current state of implementation, the plan
for meeting requirements of the directive, requirements to the date of accession, identiﬁcation of problem
areas, identiﬁcation of stakeholders, institutional, material and personnel needs, costs and ﬁnancial resources,
economic impacts, and identiﬁcation of support projects.
An application of the NEAS in isolation from these Sector Strategies and implementation plans would not be
suﬃcient to guarantee a successful approximation and a conﬁdent position for accession negotiations. Conversely,
individual piecemeal approaches, even with best intentions, would not work without the systemic changes and
actions envisaged by this NEAS. The NEAS, Sector Strategies and ultimately Directive Speciﬁc Implementation
Plans therefore form a coherent framework, although with varying level of detail.
To establish the necessary link to sector speciﬁc approaches, this chapter provides an overview of basic
features, issues, approaches and institutional settings of each of the environmental sectors. As will be evident,
each environmental sector requires a diﬀerent approach, although there are clearly many commonalities and
interfaces between them.
The following sectors are outlined below and addressed in full by sector strategies
» Horizontal;
» Air Quality and Climate Change;
» Industrial Pollution and Noise;
» Nature Protection;
» Chemicals and Genetically Modiﬁes Organisms (GMOs);
» Water;
» Waste.
As shown before, the total estimated cost (in millions of Euro) for the entire public administration system involved
in the environmental Acquis, including the cost of studies and training is €536 million. The breakdown of the
administrative costs by sector is provided in Table 14 and over time in Table 15.
Table 14: Total Administrative Costs over 2011-2030
ADMINISTRATIVE COSTS

€ million

WATER

146

WASTE

171

INDUSTRIAL POLLUTION & NOISE

93

NATURE PROTECTION

10

AIR QUALITY & CLIMATE CHANGE

93

CHEMICAL & GMOs

23

HORIZONTAL
TOTAL ESTIMATE

536
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Table 15: Distribution of Estimated Administrative Costs
ADMIN COSTS (€ million)
SHORT TERM

MEDIUM TERM

2011

2012

2013

2014

2015

2016

2017

2018

2019

13

38

52

52

49

37

35

37

39

These administrative costs of approximation are estimated to be only 5% of the total cost of approximation.
However, given the pressures on Serbian national and local authority budgets these administrative costs are
substantial. An inability to allocate suﬃcient funds to meet these administrative costs - which are already proving
to be prohibitive - could be a major constraint on the approximation process. Eﬀective institutional reorganisation
will be a necessity to ensure that costs are minimised and limited budgetary resources are best targeted at the
key objective of preparing for accession.
It is proposed that each item of the environmental Acquis becomes the responsibility of a Working Group that
will develop an Implementation Plan for each directive, regulation or decision. Each Working Group would be
chaired by a person, typically at the level of a head of department, appointed for this purpose. The exact number
of Working Groups may be increased or decreased in order to meet the work load. For example it might be decided
to combine the Environmental Impact Assessment (EIA) and Strategic Environmental Assessment (SEA) working
groups thereby reducing the number of groups and meetings required. Equally in the case of complex directives
such as the Water Framework Directive, the establishment of a number of associated sub-working groups may be
required at least on a temporary basis when the workload is heavy.
Membership of the Working Groups must be agreed, after which attendance at the Working Group meetings
should be mandatory. Working Groups should meet usually about once per month, but again the frequency can
be varied depending on work load.

5.2 HORIZONTAL SECTOR
INTRODUCTION
There are nine main directives that make up the horizontal Acquis.
In contrast to sector, product or emission speciﬁc legislation, the so-called ‘Horizontal’ legislation relates to general
environmental management issues. Principles enshrined in this legislation include: the need for environmental
assessments, in which the public have a right to participate, before important planning decisions are made; a right
of the public to access to environmental data held by public bodies; the inspection of operators and their liability
for environmental damages; the systematic collection and processing of environmental data so as to provide a
sound basis for decisions.
IMPORTANT LINKAGES
In addition to the linkages with all other sectors that result from the legislation being ‘horizontal’, the legislation
has great importance for the planning, implementation and management of infrastructure projects with EIAs and
due diligence assessments being required.
STATE OF PLAY
Except for the Public Participation and Access to Justice Directive (2003/35/EC), none of the Acquis in this sector is
suﬃciently transposed for full compliance with implementation requirements.
Transposition of the INSPIRE Directive (2007/2/EC) has only been initiated; legislation transposing the other
Directives and implementing the EPRTR Regulation (Regulation (EC) No 166/2006) require further work to
complete transposition and/or address inconsistencies and/or provide for appropriate implementation.
Institutional responsibility for all areas of the horizontal Acquis has been assigned although further attention will
need to be paid to improving communication between the various bodies involved.
CHALLENGES
The main diﬃculty for Serbia is the breadth of other legislation that the Acquis in this area impinges upon and the
interactions with other sectors. For instance The Directive on Access to Environmental Information (2003/4/EC) is
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still not entirely transposed, neither by the Law on Environmental Protection, nor by the Law on Free Access to
Information of Public Importance. Penal provisions are scattered throughout many diﬀerent pieces of legislation.
There are legal and implementation gaps in the EIA and SEA laws that have to be rectiﬁed, to ensure these
processes ﬁt into the overall environmental planning framework. The correct transposition and application of the
EIA (85/337/EEC) and SEA (2001/42/EC) Directives is very important, since they are directly linked to programming
and project preparation for the EU pre-accession as well as structural funds and the European Commission can be
expected to pay close attention to their application.
Adequate implementation will require: clearer assignments of responsibility; improved co-operation and
communication; monitoring implementation of the Acquis by all institutions; reviewing the eﬀectiveness of
implementation and taking action to address shortcomings.
STRATEGY
It is planned that a maximum of seven Working Groups would be established in this sector to manage the EIA, SEA,
Access to Information, Access to Justice, Environmental Liability and INSPIRE Directives and the European Pollutant
Release and Transfer Register (E-PRTR). The working groups will be under the politically managed Chapter 27 Subworking group. Membership of the Working Groups should include MEMSP (including legal, technical and Control
and Surveillance (C&S)), Water Directorate, SEPA, Republic Geodetic Authority (RGA), Public Health Institutes (PHIs),
Autonomous Province (AP) of Vojvodina, City of Belgrade, LSGs and PUCs.
Transposition
As transposition of the horizontal legislation is, with the exception of the INSPIRE Directive, quite advanced,
the strategy for completing this now requires: detailed analysis of speciﬁc provisions and requirements, which
since the initial legislation was adopted may no longer be relevant; identifying ways to address the existent
inconsistencies between diﬀerent national acts. Speciﬁc and detailed issues to be addressed are identiﬁed in the
sector strategy. Throughout this process it will be necessary to pay particular attention to furthering the clarity of
legislation so as to promote legal certainty.
Implementation
In the short-term profound institutional reform is not required to allow for full compliance with implementation
requirements. Rather compliance can be achieved through relatively minor improvements to practices and
procedures as the basic required paradigm is in place.
It is not foreseen that additional staﬀ resources need to be allocated to this sector at this stage.
Financing
From the economic and ﬁnancial point of view, the Horizontal Sector is not a signiﬁcant issue. Costs will be
incurred by the various administrations in the necessary development of their functions but the amount will be
small compared to implementation costs.
Administrative costs have been estimated for each environmental sector on the basis of prior experience in other
transition economies (see Table 14 in section 5.1).
Some of these administrative expenses estimated for the “vertical” Environmental Sectors will be incurred in the
Horizontal Sector. A more precise calculation will be made once the institutions dealing with the various issues
regarding approximation are further deﬁned.
The estimated distribution over the time-frame to assumed EU Membership status is shown in Table 15 in section
5.1.
A large part of the costs will need to be provided from the national budget and accessing the required funding
may be diﬃcult given the many demands on these funds and the pressures to reduce public sector spending.
Consistent attention will need to be applied to identifying cost minimising implementation arrangements. In the
short-term this can be achieved through eliminating those legislative requirements that have been identiﬁed as
going beyond the minima laid down in the Acquis (see the Sector Strategy) and in the medium-term by revisiting
the question of fundamental administrative reform and the consolidation and simpliﬁcation of structures.
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5.3 AIR QUALITY AND CLIMATE CHANGE
INTRODUCTION
The Sixth Environment Action Programme of the EU, “Environment 2010: Our Future, Our Choice” has, as one of
its objectives, the achievement of levels of air quality that avoid unacceptable impacts on human health and the
environment.
The most signiﬁcant legislation for the implementation of the Sixth Environmental Action Programme in the air
quality sector is the Cleaner Air for Europe (CAFE) Directive (2008/50/EC) which sets quality standards aimed at the
protection of human health. All other legislation in the air quality sector, including control of emissions from mobile
sources and improving fuel quality, support achievement of the quality standards set in the CAFE Directive.
The Sixth Environment Action Programme also recognises that climate change poses the main environmental
challenge for the next ten years and sets the objective of reducing greenhouse gases to a level that will not
cause unnatural variations of the earth’s climate. To strengthen implementation of climate change issues a new
Directorate-General for Climate Action (“DG CLIMA”) was established in February 2010. DG CLIMA develops and
implements the EU Emissions Trading System (“EU ETS”.
The most signiﬁcant legislation in the climate change sector is Directive (2009/29/EC) updating and extending the
greenhouse gas emission allowance trading scheme. This legislation has allowed the development of a European
wide market in GHG emission allowances for larger industries aimed at ensuring that “least cost” reductions in GHG
emissions can be achieved”.

IMPORTANT LINKAGES
An important linkage is to the industrial pollution sector where the new Industrial Emissions Directive (2010/75/
EU) now incorporates the Large Combustion Plant Directive (2001/81/EC). This linkage is important because
under the Industrial Emissions Directive stringent emission limits must be set for the largest point sources of
emissions to air. Any emission limit that is permitted must be such as to ensure that the air quality standards
set in the CAFE Directive are met and that the ceilings for NOx and SO2 under the National Emissions Ceilings
Directive (2001/81/EC) also are met.
There are further linkages between emissions of ammonia from activities in the agricultural sector and the
National Emissions Ceilings Directive. Activities in the agricultural sector include landspreading activities such
as those controlled under the Nitrates Directive (91/676/EEC) or the Industrial Emissions Directive. Control of
emissions of ammonia is important as ammonia can act as a pre-cursor for the nitrogen based acid gases and
deposition of ammonia can lead to eutrophication in waters.
STATE OF PLAY
The MEMSP is the lead institution in this sector through its Air and Climate Change Sections. SEPA, AP Vojvodina
and the LSGs are responsible for monitoring air quality. However, the Ministry of Infrastructure and Energy (MIE)
has the lead for the transposition of Directives related to the quality of fuels and to automotive emissions.
Transposition of the key Directives in this sector is at a varying state of progress. The Directive on Volatile Organic
Compounds (VOC) from solvents (1999/13/EC) has been fully transposed. The ‘Clean Air for Europe’, or CAFE,
Directive is nearing complete transposition, as is its daughter Directive on arsenic, cadmium, mercury, nickel and
polycyclic aromatic hydrocarbons in ambient air (2004/107/EC).
The Directive on VOC from paints and varnishes (2004/42/EC) is largely transposed, but the Directive on VOC
from the storage and distribution of petrol (94/63/EC) only partially. Transposition of Directives related to the
quality of fuels has just commenced.
A provision in the Law on Air Protection allows for the transposition of the National Emissions Ceiling Directive,
although further by-laws are required.
The Directive extending the greenhouse gas emission allowance trading scheme has yet to be transposed.
The Ambient Air Quality and Cleaner Air for Europe (CAFE) Directive and the Emissions Trading Directive have been
identiﬁed as the two directives having highest priority in this sector. Both directives introduce new requirements,
such as informing the public on a daily basis in the case of the CAFE Directive and tracking and reporting trades
in emissions to the European Registry in the case of the Emissions Trading Directive.
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CHALLENGES
Much work remains to be done in relation to developing the inventories of emissions of gases that are signiﬁcant
in relation to the management of air quality and of emissions of GHGs. When the inventories have been fully
completed it becomes possible to establish programmes for the reduction of emissions and the length of time it
will take for these programmes to be implemented. Once the information on inventories becomes available, this
will form the basis for negotiating any extension of the dates for compliance with the CAFE Directive and the IED.
Time limits to attain limit values are set in the CAFE Directive. These can only be met in full if the IED is met in
full, and as shown in the economic section, meeting this directive in full is expected to be unaﬀordable until
sometime after the date of accession. As Member States were originally allowed a ten year transition period to
achieve the limit values set, and given the scale of investment required especially in relation to reductions in
emissions from large combustion plants, it is planned to negotiate a ten year period for implementation starting
from 2012.
The NEC Directive will be approximated and linked to that, accession to the Gothenburg Protocol to the
Convention on Long-Range Transboundary Air Pollution (CLRTAP) will be achieved. The emission ceilings that
are agreed will be inserted in the Law on Air Protection. On the basis of the yearly EMEP/CORINAIR inventories,
reduction programmes for sulphur dioxide (SO2), NOx25, Volatile Organic Compounds (VOC) and ammonia
(NH3) will be drawn up to meet quantiﬁed reduction targets that have been negotiated with the Parties to the
Gothenburg Protocol and with the European Council. The challenge is to establish the current levels of emissions
and to agree the period of time over which the required reductions can be achieved in an aﬀordable manner.
The institutional arrangements necessary for the emissions trading system do not exist. A competent authority
is required to establish the GHG inventory for the emissions trading sector. Depending on the approach adopted
to the transition to the system of auctioning emissions, an allocation of emission rights to individual companies
may be needed. If so, such allocations would require a government decision, and prior to that would likely require
discussion and agreement with the EC.
In addition a competent authority is required to issue GHG Emission permits and to undertake enforcement. A
system of annual veriﬁcation of emissions must be established. Veriﬁcation should be carried out by independent
veriﬁers accredited by the Accreditation Board of Serbia (ATS).
The challenge is to put these complex institutional arrangements in place in time to allow entry into the scheme
at a date that is most aﬀordable to Serbian industry. Consideration is being given to working towards a target
of 2016 although it is recognised that progress will have to be monitored and it may not be until 1 or 2 years
thereafter that the target can be achieved. The 2016 date is being considered as it is half way through the post
Kyoto commitment period (2013-2020) and given the amount of work required, which is expected to take at
least two to three years, any date much earlier than 2016 would be extremely hard to achieve. In contrast, much
deeper cuts in emissions will be required from 2021 onwards, thus making it more diﬃcult and more expensive
for Serbian industry to catch up with the rest of Europe if a date of 2021, the start of the following commitment
period, is chosen. Thus 2016 probably represents the earliest practicable date which should also minimise the
shock to Serbian industry.
SEPA, with the assistance of C&S, will prepare the GHG inventory and ensure eﬀective communication with the
European Emissions Registry that is currently being developed. However, any decision on a National Allocation
Plan (NAP), if such is utilised, would basically be a political one and for this reason, the Climate Change Section of
MEMSP would be responsible for preparation of a draft NAP that would be presented to government.
STRATEGY
The main thrust of the strategy is to improve the quality of communication, coordination and cooperation for
each directive between all the relevant stakeholders. In the air quality and climate change sector this will be
achieved by establishing seven working groups to manage the following topics:
1. Air Quality Issues;
2. National Emissions Ceilings;
3. Quality of Fuels;
25

NOx is a generic term for the mono-nitrogen oxides NO and NO2 (nitric oxide and nitrogen dioxide). They are produced from the reaction of nitrogen
and oxygen gases in the air during combustion, especially at high temperatures. In areas of high motor vehicle traﬃc, such as in large cities, the amount
of nitrogen oxides emitted into the atmosphere as air pollution can be quite signiﬁcant. (source: http://en.wikipedia.org/wiki/NOx).

National Environmental Approximation Strategy for the Republic of Serbia 61

4. Emissions from Engines;
5. VOCs;
6. GHG Emissions Trading;
7. Fluorinated Gases.
The working groups will be under the politically managed Chapter 27 Sub-working group.
Membership of working groups could include representatives from MEMSP (including legal, technical and
C&S), MIE, Ministry of Agriculture, Trade, Forestry and Water Management (MATFWM), Ministry of Economy and
Regional Development (MERD), SEPA, Serbian Chemicals Agency (SHemA), PHIs, ATS, Customs Administration,
AP Vojvodina, City of Belgrade and LSGs.
The Large Combustion Plant Directive will be handled by the Industrial Emissions Working Group, as the LCP
Directive will be repealed by the Industrial Emissions Directive in January 2016.
A broader working group may be established at a later date to address more general climate change issues that
go beyond those directly related to approximation.
Transposition
The working groups will focus initially on ensuring that the transposition of the relevant legislation is completed
before ensuring the legislation is eﬀectively implemented. The working groups will be responsible for preparing
speciﬁc plans for each directive for which the group is responsible.
Implementation
The need for staﬀ in diﬀerent institutions will evolve as diﬀerent parts of the Acquis are implemented, thus in
order to maintain the optimum use of available staﬀ resources a ﬂexible approach will be adopted.
In the short term no signiﬁcant alteration in institutional arrangements is required for the air quality sector but in
the medium term, the needs of the diﬀerent institutions will evolve. The needs will be discussed in the working
groups and changes identiﬁed as being necessary will be recommended at meetings of the Chapter 27 Subworking Group.
In contrast new institutional arrangements, as described above in the section “challenges”, will be developed for
the climate change sector to provide for the development of emission inventories and interfacing with the new
European Emissions Registry.
In the short-term, to meet the new requirements of the CAFE Directive and the Emissions Trading Directive it is
expected that a minimum of four new staﬀ will be needed in the MEMSP (SEPA).
Financing
The NPV of the cost of approximation in this Sector will be €452 million, which is 6% of the total NPV cost of
approximation in the environmental sector.
The main costs imposed by the legislation in the air quality sector will be incurred by:
1. Establishing and maintaining a network of air quality monitoring stations and associated quality assurance
equipment, and reporting the monitoring results. These costs will be borne by central government. Most of
this equipment is already available at the SEPA, although there is no budget for its operation and maintenance.
In due course the stations will need to be replaced;
2. Preparing emission inventories of greenhouse gases and pollutants that signiﬁcantly aﬀect air quality. These
costs will be borne by central government, AP Vojvodina and LSGs;
3. Preparing plans and programmes to achieve compliance with ambient air quality limits. These costs will be
borne by central government.
4. Compliance with emission limits and technical requirements under the directives, or by the implementation of
plans and programmes designed to improve ambient air quality. These costs will be mainly borne by Industry.
The investment costs estimated are set out in Table 16. The greatest costs arise in the Quality of Petrol and
the Volatile Organic Compounds (VOC) Directives.26 Investment costs in relation to improving the Quality
26
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Whilst the greatest costs arise in the Quality of Petrol and VOC directives, as indicated previously, given current scientiﬁc and economic knowledge
and methodologies it is not possible to determine if the beneﬁts from applying these directives are also the highest.

of Petrol include investment at the main reﬁneries in Serbia. Investment costs in relation to VOCs will include
improvements to facilities for the storage, loading and unloading of petrol as well as for the intermediate storage
of vapours and the absorption of solvents. In the short-term, the completion of the Inventory and the Monitoring
System will have a high priority.
Table 16: Investment Costs
AIR QUALITY & CLIMATE CHANGE
Investment Costs of Achieving Targets in € Million
Economically Adjusted Undiscounted
Investment Costs

Target for Full Compliance

Monitoring Equipment

12

2014

Inventory Equipment

2

2013

VOCs

53

2023

Quality of Petrol

188

2023

Other

38

2023

TOTAL

294

DIRECTIVE/BUNDLE

The impact of the approximation eﬀort in this sector will be a rise in energy costs.
The Serbian Environmental Protection Fund (SEPF) will be particularly important in the ﬁnancing of air quality
improvements. The Revenues budgeted for Air Quality by the SEPF for 2010, 2011 and 2012 are indicated in Table
17 under Ozone depleting substances and SO2, NO2 emissions.
Table 17: Projection of SEPF revenues for the period 2010-2012
FEE
SO2, NO2 emissions, particles and produced and
deposited waste
Ozone depleting substances
TOTAL

2010

2011

2012

mil RSD

mil €

mil RSD

mil €

mil RSD

mil €

977.00

9.26

1,500.00

14.22

2,529.00

23.97

8.5

0.08

10.00

0.09

13.5

0.13

985.50

9.34

1,510.00

14.31

2,542.50

24.10

The projected annual income for Air Quality and Climate Control is expected to reach € 24.1 Million by 2012, a
substantial amount.
Overall, the expected contributions from the SEPF imply that there will be excess Public Sector ﬁnancial resources
for air as from 2014. This indicates a need for close monitoring and – possibly – structural reform of the SEPF, so as to
introduce necessary ﬂexibility to ensure no part of scarce total aﬀordability is “trapped” in the fund.
All the revenue generated through economic tools currently goes to the SEPF. An issue that should be considered is
whether such funds should be ring fenced for environmental purposes or go into the general national budget. Given
current conditions in Serbia, where these instruments are new and there is little data on the directly related costs, a
combination of the two should be considered in order to ensure that funds are allocated integrally to environmental
projects but with ﬂexibility in the allocation between projects and sectors.
Other strategic factors that merit special mention are:
» The compliance schedules will be negotiated on an installation by installation basis, and this requires a prior
inventory and a ﬁnancial analysis of the situation of each installation to ensure the negotiated plans are realisable;
» Aﬀordability at national level is strained and for economic instruments to be eﬀective, multi-sector planning is
necessary avoiding independent focus on any one sector;
» Fees will be adapted to Serbian conditions, so as to avoid overcharging industry and consumers. Alternatively, the
income will be used ﬂexibly so as to provide substantial ﬁnancial support to the public sector for environmental
projects in other areas. Such multi-programming ﬂexibility is fully in line with EU policies and the didactic
objectives of IPA III, IV and V.
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5.4 INDUSTRIAL POLLUTION AND NOISE
INTRODUCTION
There are nineteen pieces of EU legislation in this sector. The most signiﬁcant are the Industrial Emissions Directive
(2010/75/EU) and the Seveso II Directive (last updated as 2003/105/EC). The Industrial Emissions Directive (IED)
aims at avoiding and reducing emissions from large industrial, agricultural and waste installations. The Seveso II
Directive aims at avoidance and management of accidents at installations where signiﬁcant quantities of dangerous
substances are stored.
The most signiﬁcant legislation in the noise sub-sector is the Noise Framework Directive (2002/49/EC) which requires
the preparation of noise maps and plans for noise reduction for larger population centres and transport hubs and
networks. The other noise directives assist the implementation of the framework directive.
Before Serbia’s accession to the EU, the Industrial Emissions Directive will have repealed seven Directives, including
the Large Combustion Plant and Integrated Pollution Prevention and Control (IPPC) Directives, which have long
dominated the scene in this sector. Moreover, this new directive integrates and makes binding most of what used
to be the Recommendations for Environmental Inspections (2001/331/EC). To adapt to this new scene, a major
transposition eﬀort will be required.

IMPORTANT LINKAGES
The new Industrial Emissions Directive has important linkages to both the air quality and waste sectors. These
have been strengthened with the incorporation of the Large Combustion Plant Directive (2001/81/EC), the Waste
Incineration Directive (2000/76/EC) and the Solvents Directive (1999/13/EC) into the IED. The IED also has links to
meeting air quality standards under the CAFE Directive (2008/50/EC), water quality standards in relation to the
Water Framework Directive (2000/60/EC) as well as some links to GHG emission trading.
The implications of these linkages are far reaching both in terms of transposition and implementation. Full
transposition will require a review of the Law on Air, the Law on Water and the Law on Waste Management in
addition to the Law on IPPC. Implementation also requires a review of the current arrangements to ensure that
the coordination of actions by the diﬀerent institutions involved is suﬃcient to guarantee “an eﬀective integrated
approach” as required by the IED.
Current EU proposals for the amendment of the Seveso II Directive will align it more strongly with the classiﬁcation
of chemicals under Regulation (EC) No. 1272/2008 on classiﬁcation, labelling and packaging of dangerous
substances and mixtures. The main implication of this linkage is to provide consistency in the use of classiﬁcation
of chemicals.

STATE OF PLAY
The MEMSP is the lead institution in the sector through its IPPC and Noise Departments. MEMSP is the main
institution for the issuing of IPPC permits although both AP Vojvodina and the LSGs also have responsibility.
The Noise Department has overall responsibility for noise, with SEPA having the main responsibility for noise
mapping. The MEMSP is also the lead institution for the Seveso Directive, although the Ministry of Interior also
has a signiﬁcant role.
Transposition of the Integrated Pollution Prevention and Control (IPPC) Directive (2008/1/EC) is well advanced
and suﬃcient to allow MEMSP to issue integrated permits, although, provision of a legally binding co-ordination
mechanism guaranteeing the integrated approach that is the cornerstone of the IPPC Directive remains lacking.
Further work on transposition will focus on the Industrial Emissions Directive.
The Seveso II Directive is largely transposed, suﬃciently to allow work on the preparation of Safety Reports to
commence. Consistency in the terminology used in this directive is being reviewed and transposition will be
completed by mid 2012.
A regulatory framework is already in place to administer Eco-Management and Audit Schemes (EMAS) and
Eco-Label Awards, as required by the respective EU-Regulations, allowing for the direct application of these
Regulations after accession.
The Environmental Noise Directive is substantially transposed although checks for consistency in terminology
remain to be completed.
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The current institutional arrangements for IPPC are complex with implementation being undertaken at national,
provincial and local levels. Responsibilities remain divided between MEMSP and the MATFWM making eﬀective
coordination diﬃcult. Enforcement activity is similarly divided with little coordination between permitting and
inspection activities.
The institutional arrangements for Seveso are simpler with responsibility for implementation being eﬀectively
only at national and provincial levels.
The institutional arrangements for noise place the responsibility for preparation of noise maps with SEPA. Under
the present budgetary constraints this will be diﬃcult to fund as noise maps are expected to cost approximately
€0.5 million per each map. It is in conﬂict with the “polluter pays principle” that such maps will be prepared by
SEPA rather than those responsible for the operation of the transport infrastructure.
CHALLENGES
Transposition of the IED is required. This is a challenge because the directive has recast seven directives across
three diﬀerent environmental sectors, namely industrial pollution control, air quality and waste. The challenge
is made greater by current institutional arrangements which include permitting and enforcement activity at
local, provincial and national levels rendering eﬀective coordination very diﬃcult. Whilst the IED requires the
use of Best Available Techniques (BAT) to avoid, reduce and control emissions, standards for air quality and water
quality also must be respected. Coordination of legislation to meet all requirements is challenging.
Preparation of noise maps and the development of noise plans is a novel experience in Serbia. The challenge
is to coordinate the preparation of the plans by SEPA at central level with the subsequent development and
enforcement of these plans at local level.
Additional resources may be needed to fulﬁl the requirements of the Large Combustion Plant Directive and the
Industrial Emissions Directive (recast of the IPPC Directive).
STRATEGY
The main thrust of the strategy is to create integrated organisational arrangements as a key to approximation in
this sector. Such arrangements are necessary to provide improved quality in communication, coordination and
cooperation between the relevant stakeholders. With the aim of achieving such integrated arrangements, four
working groups are to be established in the industrial pollution control and noise sector. The working groups
will be under the politically managed Chapter 27 sub-working group. The four working groups will manage the
following topics:
1. Industrial Emissions Directive;
2. Seveso II Directive;
3. EMAS/ECO Labelling Regulations;
4. Noise issues.
The IED working group will have two sub-groups to specialise in LCP and water issues. The IED Working Group
should also consider the other six directives that have been repealed by the IED and agree how the new IED will
be implemented. The six directives are cross referenced previously in this section.
Membership of the Working Groups would include MEMSP (including legal, technical and C&S), MIE, Ministry of
Interior, Ministry of Economy and Regional Development, Water Directorate, SEPA, PHIs (Authorised Laboratories),
ATS, Serbian Railways, Airport Authorities, Roads Authorities, AP Vojvodina, City of Belgrade and LSGs.
The IED and Seveso Working Groups should hold joint meetings at least once per year to assess the implementation
of both directives and the important interface between the two.
A single working group for noise issues chaired by MEMSP may be established, although most of the directives
fall to the MIE to transpose and implement. However given the heavy overlap between all noise directives when
it comes to implementation, a single working group is recommended.
Transposition
The working groups will focus initially on ensuring that the transposition of the relevant legislation is completed
before turning to ensure that implementation is eﬀective. The working groups will be responsible for preparing
speciﬁc plans for each directive for which the group is responsible.
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The EMAS and ECO-Labelling Regulations are low priority and work can be postponed for some time in order to
release resources for more urgent issues.
Implementation
In the short term no signiﬁcant alteration in the institutional setting is required for the industrial pollution and
noise sector and this period will be used to gain experience particularly in implementation of the IPPC and
Seveso Directives.
In parallel with the ongoing implementation of existing legislation, the IED working group will review the
existing organisational arrangements to ensure that coordination of actions by institutions can be suﬃciently
improved so as to guarantee “an eﬀective integrated approach”. This review will dominantly focus on the role of
the MATFWM and its Water Directorate, but will also consider the roles of the air quality and waste departments
of MEMSP in integrated permitting with a view to ensuring that a single integrated permit can be issued to each
installation that requires one, and that such permits are enforced in an integrated manner. The review will also
consider the role of LSGs in IPPC permitting with a view to having all integrated permits issued by MEMSP and
AP Vojvodina. This review will be completed by the end of 2012, thereby allowing suﬃcient time to complete
transposition of the IED by year end 2013.
The ﬁve year period 2014 – 2018 will be used to issue all the integrated permits required, thus ensuring these are
in place by the assumed date of accession.
Failure to develop a high level of coordination of permitting and enforcement of integrated permits will result
in delays in permitting and leave Serbia vulnerable to a delay in accession and after accession to enforcement
action by the EU.
In the case of noise, recent legislation has placed the responsibility for preparation of noise maps with SEPA. The
initial round of mapping must be completed by June 2012 and action plans prepared by June 2013, with the
second round of mapping due by the end of 2017, with the action plans prepared by the end of 2018. Funding
will be provided to SEPA for preparation of the plans.
Financing
The NPV of the cost of approximation in this sector will be €1,540 million, which represents 15% of the total NPV
of the cost of environmental approximation.
The main costs imposed by the legislation related to Industrial Pollution and Noise can be divided into
administrative costs and costs to be borne by industry.
Administrative Costs:
1. Preliminary costs of setting up or restructuring a competent authority together with any agencies that also
might be required. This includes costs associated with physical and human resources and training;
2. Costs of introducing a permitting and enforcement regime and carrying out inspections;
3. Costs associated with identifying the installations to be covered by the directives and assessing their current
situation;
4. Costs associated with the development of BAT guidance documents for each industrial sector;
5. Costs associated with consultation;
6. Costs of data recording and reporting;
7. Training costs, and
8. Ongoing costs of operating the system.
These costs may be oﬀset by the implementation of a cost recovery scheme in accordance with the polluter pays
principle. This can be achieved by levying a charge for the permitting and regulatory regimes on the operators
of installations. There could be complete cost recovery for all the expenses associated with permits. Schemes
such as EMAS and ECO-labelling should be entirely self-ﬁnancing as far as the regulatory bodies are concerned.
Consistent retention will be paid to cost recovery issues.
Costs to Industry:
Costs to industry will be substantial, although in many cases much of these costs will be recovered through
greater process eﬃciencies.
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The Action Plans of the Ministry of Energy have been analysed and adapted to the new Industrial Emissions
Directive, which prescribes compliance for large combustion plants by 30 June 2020 and in cases of planned
closure a period at a limited operating capacity (approximately 50%) is allowed until 31 December 2023.
Costs for industry have been estimated as set out in Table 18. Flue gas desulphurisation of the thermal power
plants will be the most expensive component with estimated investments of €549 million. Remediation of
contaminated sites will require an additional €470 million.
Table 18: Investment needed for Approximation in the Industrial Pollution & Noise Sector
Investment Costs of Achieving Target in € Million
LCP Directive / Bundle

Economically Adjusted Undiscounted Investment Costs

TPPs Electrostatic Filters

37.5

TPPs NOx Reduction

47.7

TPPs De-sulphurisation

548.5

TPPs Disposal Technologies

63.7

Other 15% of Preceding

104.6

Heating Plants

227.1

TOTAL LCP Directive

1,029.1

Investment Costs of Achieving Target in € Million
Directive / Bundle

Economically Adjusted Undiscounted Investment Costs

Remediation of Industrial Pollution

470.2

Waste Cadastre & Monitoring

17.0

Noise

17.6

Non-Ionising Radiation

5.9

Other

76.6

TOTAL Non-LCP

587.3

The multi-annual cost ﬂow, including CAPEX, OPEX and additional administrative costs incurred (ADMIN) is
shown in Figure 8 below in € Million and in nominal terms for the period 2011-2030
Figure 8: Total Cost of Approximation for the Industrial Pollution and Noise Sector Sector
COST OF APPROXIMATION IN NOMINAL TERMS

STRATEGIC CONSIDERATIONS
» The impact of the approximation eﬀort in this sector will mainly be a rise in energy costs which will be
transferred to the consumers through increased user charges. Present costs per kWh in Serbia are lower than
in neighbouring countries and are well below full cost recovery levels.
» The focus of the ﬁnancing burden will be on industry. Agreements will have to be individually reached for
each installation. This will require taking into account not only technical considerations, but also ﬁnancial
ones so that a package achievable conditions can be derived that meet compliance schedules as established
by the new Industrial Emissions Directive or as speciﬁcally agreed between Serbia and the EU.
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» For remediation of industrial pollution, EU grants will be available, initially under IPA III and in greater amounts
after accession under the Structural Funds. Remediation of industrial pollution will require very large
expenditure and cooperation in this ﬁeld between LSGs, industry, Central Government and IPA III is especially
important.
» It must be noted speciﬁcally that the expected contributions from the SEPF for air quality, a closely related
sector, imply that there will be excess public sector ﬁnancial resources for air as from 2014. This indicates a
need for close monitoring and possibly structural reform of the SEPF, so as to introduce ﬂexibility to ensure no
part of scarce total aﬀordability is “trapped” in the fund.
As indicated previously in the summary of the air sector strategy (section 5.3), an issue that will require further
consideration is whether SEPF funds should be ring fenced for environmental purposes or go into the general
national budget.
Technical Assistance may be required to support the reorganization of SEPF so as to:
» Adapt fees to Serbian conditions;
» Use the income for air ﬂexibly so as to provide substantial ﬁnancial support to the public sector for
environmental projects in industrial pollution. This multi-programming ﬂexibility is absolutely in line
with EU policy and the didactic objectives of IPA III, IV and V.
» The action plans drafted by the Ministry of Energy for conforming with the emission limit values should be
reviewed to avoid a stricter than necessary compliance schedule for LCPs.
» Aﬀordability at national level is strained and for economic instruments to be eﬀective, multi-sector planning
is necessary to avoid too great a focus on any one sector.

5.5 NATURE PROTECTION
INTRODUCTION
Nature conservation and the protection of biodiversity are key environmental policy objectives of the European
Union which are based upon principles of the sustainable use of natural resources. There are ten main pieces of
EU legislation in this sector.
In March 2010, the EU Heads of State and Government set themselves the ambitious target of halting, and
reversing, the loss of biodiversity in Europe by 2020. A fundamental policy mechanism in this regard is the Natura
2000 network of Special Areas of Conservation (SACs) and Special Protection Areas (SPAs) which is designed to
protect the most important natural habitats. The EU has also banned a number of activities that threaten species;
has legislated in relation to trade in endangered species as well as products from seals and whales, and in relation
to the keeping of wild animals in zoos; and has prohibited the use of leghold traps in the EU.
IMPORTANT LINKAGES
Due to its territorial application Natura 2000 has considerable impacts which need to be taken into account when
implementing other policies, particularly those relating to agriculture, forestry and infrastructure development.
The need to integrate Natura 2000 sites into spatial and infrastructure planning results in linkages with the
implementation of the EIA and SEA directives.
The Birds and Habitats Directives are also linked to the Environmental Liability Directive which aims at the
prevention/remediation of damage to Natura 2000 sites.
STATE OF PLAY
Whilst the Habitats Directive (92/43/EEC) has been transposed through amendments of the Law on Nature
Protection, this Law needs now to be revised to increase coherence, clarity and legal certainty.
The Law on Nature Protection has been amended (Oﬃcial Journal of the Republic of Serbia 88/10 and 91/10)
to introduce the “appropriate assessment” procedure required by the Habitats Directive for projects that may
have an impact on NATURA 2000 sites. This is an essential contribution to the alignment of the Law on Nature
Protection with the Habitats Directive.
However, further alignment is necessary. For instance the existing legislation includes a typology of protected
areas and a typology of protection regimes, but the relationship between the two is not suﬃciently clear. Adding
the requirements of NATURA 2000 on top of this has further reduced legal clarity and certainty.
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As a result of on-going work in relation to this, to date it is not possible to forecast all the sites which may be
designated under NATURA 2000 or, hence, the proportion of Serbian territory that might be accounted for by
such sites. The mapping of potential NATURA 2000 sites is on-going.
It is however recognised that this process needs to be accelerated. In addition to the obvious beneﬁts of the
NATURA 2000 regime for the protection of habitats, the diﬃculties that some new Member States have
encountered have been noted. Not least amongst these are the potential for delays and diﬃculties in planning
and implementing large scale infrastructure projects co-funded by the Cohesion funds.
The Law on Nature Protection also needs to be brought into line with the Directive on Access to Environmental
Information.
In contrast, the Rulebook on transboundary movement and trade in protected species is harmonised both with
the CITES Convention and the trade related EU legislation of the sector. The Wild Birds Directive (2009/147/EC) is
almost fully transposed. Legislation related to leghold traps is still required.
The EU Regulation on Endangered Species (Regulation (EC) No 338/97) was largely inspired by the CITES
convention to which Serbia has been a party since 2006. Compliance with convention requirements provides
a sound footing for implementation of the requirements laid down in the regulation. In addition, as both the
CITES Convention and the EU legislation relating to endangered species mainly concern international trade,
addressing the two together can result in synergies, particularly as the same stakeholders (customs, MEMSP,
MATFWM) are involved.
In relation to implementation, a clearer delineation of responsibilities would be helpful (Forestry Directorate
(MATFWM), LSG, MEMSP, AP Vojvodina, Serbija Šume, Vojovodina Šume, National Parks). In addition, currently
there is insuﬃcient capacity (rescue centres for seized animals, MEMSP staﬀ to process applications, availability
and training of enforcement oﬃcers) to fully enforce the Rulebook on transboundary movement and trade in
protected species.
Under a newly established Working Group ‘Ecological Network Natura 2000’, mapping of eligible sites and listing
of endangered species has commenced.
Currently the ﬁnancing of nature protection in Serbia relies in part on exploitation of natural resources. This can
lead to conﬂicting objectives for institutions.
CHALLENGES
Serbia faces two main challenges in this sector. First, is the mapping of sites of EU interest and the listing of
species to be protected. Implementing Natura 2000 as early as possible will avoid conﬂicts with other planning
activities, for instance of major infrastructure projects which later on may turn out to be incompatible with the
preservation of SACs.
Approximately 518 thousand hectares of land are currently protected in Serbia. It is estimated at the moment
that some 229 thousand hectares of land will be added, which would result in approximately 8.5% of Serbia27
being designated under the EU’s Nature directives (which while below the current EU average would be above
the 7.2% of UK territory so designated).
The multi-annual (2010-2030) cost ﬂow, including CAPEX, OPEX and additional administrative costs incurred
(ADMIN) is presented in Figure 9 in € million and in net present value.
A capital expenditure requirement with an NPV of some €56 million is forecast some of which it is assumed will be
incurred in 2019 after the assumed date of accession. Until accession, operating expenditure and administrative
expenditure at net present value are estimated at some €18 million and €2.4 million respectively.
The main costs incurred will be the OPEX for managing the Natura 2000 sites, which up to 2030 will account for €
73 million (in NPV terms). Regarding the designation of sites, the main cost will be in transaction costs, which are
the costs of purchasing, or securing by other means, control of these sites. These costs, which are highly variable
from one country to another, are estimated at €46 million on the basis of the surfaces planned for the sites and
prior experiences in transition economies.
27

Note that caution should be exercised when assessing this estimated proportion of land area as it could be that following more detailed assessments
the same land area were to be the subject of designations under both Nature directives. Following identiﬁcation of sites detailed analysis using
geographical information systems would be required of boundaries of designated areas to calculate a more precise indication of the proportion of
the Serbian land area subject to designation under the Nature directives.
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Figure 9: Total Cost of Approximation for the Nature Protection Sector, NPV at 5%

€

TOTAL COST OF APPROXIMATION NPV AT 5%

The development of a cost-minimising administrative structure for implementation and enforcement is likely to
require some institutional reform.
STRATEGY
It is planned that one working group would be established in this sector to manage the Wild Birds Directive,
the Habitats Directive and all other nature protection directives. The working group will be under the politically
managed Chapter 27 Sub-working group. Membership of the working group could include MEMSP (including
legal, spatial planning, technical and C&S), MATFWM, Water Directorate, the Institute for Nature Conservation in
Serbia (INCS), SEPA, National Parks, Public Forestry Enterprises, AP Vojvodina, City of Belgrade and LSGs.
Transposition
The Law on Nature Protection requires revision in the short-term to further legal certainty and clarity so as to put
the SACs/SPAs of the Habitats and Wild Birds directives at the core of the nature protection regime. This will entail
revisiting the Law on Environmental Protection and the Law on Forests.
Potentially necessary changes to the Rulebook on transboundary movement and trade in protected species
will be re-considered as on accession the related EU regulations (Endangered Species, banning trade in seal
products, common rules for imports of whales or other cetacean products) will be directly applicable in Serbia.
Implementation
Appropriate implementation of Natura 2000 will require further institutional development to take full advantage
of the expertise and experience available and progress this important task as quickly as possible. In this regard,
focussing on accountability and responsibility, the role of the INCS will be assessed in order to determine ways in
which it may have a more active role in the implementation of the system.
Training and equipment will need to be provided to strengthen the capacity to implement and enforce legislation
protecting endangered species.
Financing
Overall, the NPV of the approximation cost in Nature Protection is estimated to be €139 million, which is 1.3% of
the total cost.
The necessary investments, for which donor funding will be actively sought, are expected in the main to be made
before accession.
It would be preferable, at least in the short term that the maintenance of protected areas was directly funded
from the state budget.
In the medium to longer-term however, it will be essential to increase funding for nature conservation and
biodiversity protection with user fees. If this is to be achieved it is necessary to further progress the development
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of Serbian rural areas. In this regard, co-operation between the MEMSP and the MATFWM in relation to
programming for Component V of IPA will be important. This will also be the case in relation to the design of
pilot agri-environmental measures under IPA component V which could be used to support the preservation
of the NATURA 2000 network in Serbia. Other funding opportunities will also be pursued including under IPA
components II, III and possibly also IV as well as under national research programmes and or FP728.

5.6 CHEMICALS AND GMOS
INTRODUCTION
There are twenty seven pieces of EU legislation in the sector with most of the legislation consisting of Regulations.
The growing need for data on properties and risks of chemicals in the environment has lead the EU to introduce
a framework Regulation (EC) No. 1907/2006 concerning Registration, Evaluation, Authorisation and Restriction
of Chemicals (REACH) to assess the impact of chemical substances (as such, in mixtures or in some products)
on health and environment. “No data, no market” is its core principle. Producers and importers of chemical
substances in the EU must apply for registration at the European Chemical Agency (ECHA) by submitting a
dossier mentioning the tonnages and properties of their substances.
This framework co-exists with legislation focused on speciﬁc substances, such as those which deplete the
ozone layer, on products (e.g. pesticides and biocides) and on trade. In addition, EU legislation promotes good
laboratory practices and aims at limiting experiments on animals.
GMOs are traditionally added to the chemicals in this sector as they too are man-made and have an impact on
the environment. EU legislation establishes authorisation regimes for their use in a conﬁned space, as well as for
their deliberate release in the environment (2001/18/EC). Once a GMO crop is authorised, Member States can,
under restrictive conditions, regulate its co-existence with traditional crops.
IMPORTANT LINKAGES
Chemicals and GMOs are market products. As such they are regulated by the internal market Acquis, as well as
by the environmental Acquis. Any legislative initiative, especially if it goes beyond the latter, must be checked for
compliance with the former.
There are also important linkages between the recently established EU framework promoting the sustainable
use of pesticides, the Water Framework Directive, the Habitats Directive and the Birds Directive.
In addition, there are some important linkages with pieces of legislation related to Horizontal, Air, Waste and
Industrial Pollution sectors.
STATE OF PLAY
Due diligence was made to harmonise with the Acquis in the chemical sub-sector. Transposition/harmonisation
has largely been achieved. Only the parts related to centralised procedures in the EU were not transposed but
approximated instead. The aim of this legislation is to assure appropriate classiﬁcation, labelling and packaging
of chemicals (CLP) and Safety Data Sheets (SDS) for chemicals placed on the Serbian market, and to be prepared
for the demanding requirements of REACH related to risk assessment. Transposition of the Directives on good
laboratory practices and on animal experiments has commenced. The Ministry of Health and MATFWM are in
charge of these activities.
This sub-sector clearly beneﬁts from a streamlined institutional set-up, with a pivotal role devolved to the
Serbian Chemicals Agency (responsible for industrial consumer chemicals and biocidal products - transposition
of REACH, CLP, Biocides Directive, etc.).
Whilst transposition of the Biocides and Plant Protection Products Directive (898/8/EC) is completed, some
catch-up with the latest EU developments on the authorisation regimes for pesticides and their sustainable use
is needed.
In the GMO sub-sector, amending Laws and by-laws, aligned with WTO requirements and EU legislation, have
been prepared. These amendments would repeal the current ban on GMOs.
28
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CHALLENGES
Whilst a lot is done to prepare local operators for the entry into the common market, joining that level playing
ﬁeld will require un-doing that part of the regulatory framework that was provisionally adopted to harmonise
with EU Regulations, the bulk of the Acquis in this sector. That will require careful preparation.
Since it is not possible to transpose procedures that are subject to the centralised procedures in the EU, it will be
necessary to identify all legal entities that will have to apply those procedures (registration, evaluation, etc.) and
inform them on their future obligations.
Additional resources are likely to be needed in relation to the Ozone Layer Depleting Substances Regulation
(Regulation (EC) No. 2037/2000).
STRATEGY
It is planned that a maximum of three working groups would be established in this sector to manage REACH and
associated legislation, Genetically Modiﬁed Micro-organisms/GMOs directives, the Good Laboratory Practice
(GLP) Directive (2004/10/EC) and the Animal Experiments Directive (86/609/EEC). The working groups will be
under the politically managed Chapter 27 Sub-working group. Membership of the working groups could include
MEMSP (including legal, technical and C&S), MATFWM, Ministry of Health, Serbian Chemicals Agency, ATS, PHIs,
and Customs Administration.
The Working Group on Good Laboratory Practice should conﬁrm that it is responsible for all of the animal
laboratory welfare Acquis.
Transposition
For the chemicals sub-sector, the GLP and Animal Experiments Directives will have to be further transposed.
Repealing Serbian legislation that transposes EU Regulations is a move that will have to be prepared thoroughly.
During this preparatory work, any requirement that goes beyond the Acquis will have to be re-considered for
its compliance with the Acquis and its cost eﬀectiveness. Enforcement of the parts of the Acquis that were not
covered before accession (centralised REACH procedures) will have to be introduced upon accession.
For the GMO sub-sector, the amending Laws and by-laws that have been prepared need to be adopted urgently,
so as to align with WTO requirements and EU legislation.
Implementation
Further implementation in this sector will require institutional strengthening of inspection and enforcement
through training programmes, as chemicals and GMOs are novel matters for the oﬃcials in charge and of a highly
technical nature. Also, it will be necessary to organise training for the staﬀ of the Serbian Chemicals Agency (on
risk assessment, enforcement of speciﬁc REACH provisions and for the participation in the work of ECHA) and
for the industry in order to help them in honouring their REACH obligations (which are very demanding and
knowledge based).
Reinforced cooperation will also ensure that environmental and occupational hazards are jointly taken care of by
MEMSP, MATFWM and the Ministry of Labour and Social Welfare.
Co-operation between the Serbian Chemicals Agency and European Chemicals Agency (ECHA) shall be further
pursued, so as to ensure proper and timely integration of the Serbian chemical enterprises in the common market.
Furthermore, the Serbian Chemicals Agency will participate after accession to the EU’s ‘rolling plan of action,’
required by the REACH Regulation for the evaluation of substances, of application dossiers, of authorisations, of
new restrictions, etc. The Serbian Chemicals Agency will have to align its work plans to these new tasks, as well as
to the participation in the work of relevant ECHA bodies and of bodies responsible for biocidal products.
To implement the new EU framework promoting sustainable use of pesticides, new cooperation mechanisms
will be established between MEMSP and MATFWM (Plant Protection Administration and Water Directorate).
Financing
The total accumulated cost over thirty years at net present value has been estimated at €104.95 million29.
29
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Based on the so far collected information, a number of projects through which an accurate cost of approximation will be assessed are under
preparation.

Caution must however be exercised when evaluating costs of a speciﬁc sector as, by its nature, environmental
protection is multi-sectoral and, as explained previously, solving the problems in one area may also reduce them
in another. This applies especially to chemicals, which are present throughout the entire spectrum of industrial
production.
The main costs in this sector that are not included in others (VOCs, fuel, Remediation of contaminated sites, etc.)
are for GMOs and the Asbestos Directive (87/217EEC), which require estimated investments with an NPV of €28
million and an NPV of €25 million respectively.
The bulk of the costs will be borne by the private sector. In the Member States, adaptation to REACH has led to
changes in existing supply circuits, to mergers, acquisitions and sometimes to closures of businesses which could
not face the cost. The Serbian chemicals sector is likely to adapt in the same way, even before accession.
The cost to be borne by the public sector is estimated, at net present value, at €22.98 million over 30 years. This
cost, mostly incurred by the Serbian Chemicals Agency, will be partly recovered through user charges and that
will move the cost cursor further towards the private sector. To minimize the cost, consistent attention will need
to be applied to keeping to the requirements of the Acquis and not going beyond, unless it is deemed necessary
to face the related cost.
Figure 10. Cost of Approximation in Nominal Terms for the Chemicals and GMO Sector
COST OF APPROXIMATION IN NOMINAL TERMS

5.7 WATER MANAGEMENT
INTRODUCTION
In terms of the proportion of total environmental approximation costs, water is by far the largest sub-sector. The
sector is covered by a large body of EU legislation. However, this legislation does not cover the entire range of
water management functions, for example there are no requirements in respect of irrigation, or water scarcity
and drought. Therefore in order to achieve a fully integrated approach to water management, the planning
process must encompass aspects that are not covered by EU legislation as well as those that are. This fully
integrated approach to water management planning is the core principle behind the new Water Law (2010) and
the approach to approximation in the Republic of Serbia.
The Water Framework Directive (WFD) (2000/60/EC) dominates EU legislation in the water sector by:
» Establishing environmental objectives;
» Proscribing a planning process for water management that entails:
» Monitoring, assessment and analysis of pressures and impacts;
» Preparation and implementation of six yearly river basin management plans designed to achieve the
environmental objectives.

National Environmental Approximation Strategy for the Republic of Serbia 73

Associated directives on environmental quality standards, dangerous substances and groundwater supplement
the WFD, as do the requirements of other directives:
» Mandatory water quality standards for speciﬁc uses: drinking water and bathing water;
» Controls over sources of pollution: urban wastewater, nitrates from agriculture;
» Key environmental legislation; the Industrial Emissions Directive, environmental impact assessment.
In addition to these measures, the Acquis also requires the preparation of six-yearly ﬂood risk management plans.
IMPORTANT LINKAGES
The Acquis in the ﬁeld of water is broad, onerous, complex to administer and expensive to implement. The
complexity entailed in administering the legislation arises in part from the requirement to address the many
factors that inﬂuence the water cycle, notably:
» Industrial activities regulated under the IPPC (IED) regime and associated legislation;
» Agricultural activities including provisions of the Common Agricultural Policy pertaining to good agricultural
and environmental conditions (cross-compliance);
» Urban and transport infrastructure including modiﬁcations to drainage patterns, water quality and the
morphology of water courses.
The Acquis leaves (in accordance with the subsidiarity principle) a number of key matters in the hands of Member
States, most notably:
» Water resource allocation (although this is indirectly addressed in the WFD, which imposes constraints on
total resource use by virtue of the need to attain ecological objectives);
» Which areas of Member State territory are to be supplied with drinking water from central “public” systems as
opposed to “own sources” such as private wells;
» The level of ﬂood risk protection that is provided to persons and property.
The Acquis does not impose speciﬁc requirements for institutional provisions in the water sector, but relies on
Member States to put in place “appropriate arrangements” through the designation of competent authorities.
STATE OF PLAY
MATFWM (the Republican Water Directorate) is competent for issues related to integrated water management.
The current legislation in the ﬁeld of water is not fully harmonised with the Acquis, but steps are currently being
taken to rectify this. Concordance has been improved greatly by the introduction of the new Water Law (2010),
which achieves partial transposition of many elements of the Acquis, and makes provision for a large body of
secondary legislation to be in place by the end of 2012. Some items of this secondary legislation have already
been completed and the remaining items are in process. This secondary legislation will however not suﬃce to
complete the transposition process; the new Water Law will have to be revised as well. Whilst it is clear in the
Law who is in charge of drawing up basin management plans, “appropriate arrangements” to implement them
are lacking. Moreover, there are a number of aspects of the Law pertaining to legal certainty that have to be
addressed. For instance, the legal regime of assets (riparian land and constructions) seems to be conducive of
litigation, and thus jeopardizing the eﬀectiveness required for genuine transposition. A number of obligations
arising from the Acquis will be given eﬀect through amendments of other legislation including that relating to
drinking water, to agricultural practices (in accordance with the Nitrates Directive (91/676/EC) in particular) and
to municipal services (requirement for the provision of wastewater collection systems in urban agglomerations
of over 2,000 population equivalent).
Serbia has state bodies assigned to all aspects of water management. As is the case in many Member States, these
institutional provisions are complex and entail a number of institutions at both the central and local level. The
provisions for water management planning established under the Water Law (2010) require a range of separate
but harmonised plans (including water management, ﬂood risk management, pollution prevention) and entail
planning on the basis of both administratively appropriate and hydrologically derived boundaries. The use of
administrative boundaries is crucial since all plans must be harmonised with land use plans, which are adopted
by local administrations. In order for these provisions to be implemented eﬀectively and eﬃciently, coordination
and cooperation will be required within and between state institutions, most notably the MATFWM (principally
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the Water Directorate), the MEMSP, the Autonomous Provinces, the Public Water Enterprises and subordinate
institutions of the two key Ministries.
The levels of practical implementation in the water sector are highly variable. As an active participant in the
International Commission on the Protection of the Danube River, Serbia has already contributed to the practical
implementation of the Water Framework Directive. Further contributions will be achieved through the water
management plans, the ﬁrst “preliminary” iterations of which are scheduled for 2012. However, Serbia is currently
failing to achieve compliance with the main pollution control requirements speciﬁed in the Urban Waste Water
Treatment Directive (UWWTD) (91/271/EC), the IPPC (now IED) Directive and the Nitrates Directive. This noncompliance also results in failures to achieve the environmental objectives of the Water Framework Directive.
Statistical Oﬃce data indicates:
» Of the 2.5 million households in Serbia, 1.3 million are connected to public sewerage;
» Of the 365 million m3 of wastewater discharged in 2009 only 51 million m3 were treated (mostly only to
primary standards).
Reasonable compliance is achieved with the requirements of the Drinking Water Directive (98/83/EC) in many
areas, but a serious problem arises in the AP of Vojvodina with arsenic contamination. Similarly the existing
system of ﬂood risk management achieves reasonable compliance with the aims of the Flood Risks Directive
(2007/60/EC), albeit that formal compliance has yet to be fully achieved.
Water services are provided by Public Utility Companies, which are established on municipal administrative
divisions. Much of the water supply and wastewater infrastructure has not been well maintained in recent decades
and there is a substantial maintenance backlog. Many PUCs do not achieve cost recovery for the water services
that they provide, partly as a result of the relatively low tariﬀs that are charged and partly because of lower than
optimal scales of operation and non-specialised operational practices with a lower degree of eﬃciency.
CHALLENGES
Serbia is faced, as were many earlier entrants to the EU, with very substantial challenges in this sector, most
importantly:
» The need to ensure integrated planning and implementation in a sector which has a large number of interest
groups;
» The need to provide the necessary infrastructure for compliance including the construction of new systems
and the replacement of signiﬁcant portions of the existing infrastructure – it is estimated that the investment
burden (in 2010 prices) is in the region of €5.5 billion for approximation in the water sector;
» The need to ensure the ﬁnancial sustainability of water services companies such that operational, maintenance
and asset replacement costs can be met in the future (full cost recovery is achieved).
The degree of success achieved in meeting the ﬁnancial challenges is strongly dependent on:
» Improvements in ﬁnancial planning for the sector at both the central and local level;
» The establishment of an eﬀective and eﬃcient project development system (“pipeline”);
» Access to external sources of support such as the EU and other donors;
» Adequate public funding;
» The practical implementation of the tariﬀ reform measures in the Water Law (Article 157), in particular the
willingness of Local Self Governments to abide by the requirements and raise tariﬀs despite the negative
reactions from consumers.
As discussed in Chapter 4, there are “aﬀordability constraints” in respect of the last two items in this list in the form
of limits to public sector spending and to the proportion of income that citizens can reasonably be expected
to spend on utility services, including water. The future level of these constraints is highly dependent on the
economic development of the country.
The sequencing of investments necessary for approximation, and their related OPEX costs, has been tailored to
meet the projected aﬀordability constraints, so that OPEX costs are always covered by aﬀordable user charges,
as is required for sustainable ﬁnancial planning. The evolution of aﬀordability at diﬀerent levels (Maximum is 4%
of average income, Medium is 4% of the three lower income deciles and Minimum is 4% of the lowest decile, i.e.
the 10% poorest segment of the population) is shown in Figure 11.
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Figure 11: Household Income (HHI) Aﬀordability and Operating Costs (OPEX)
HOUSEHOLD AFFORDABILITY & OPEX

The OPEX costs associated to the investments planned are just covered by maximum aﬀordability until 2019,
when income levels are expected to be suﬃcient to generate excess capacity.
STRATEGY
The overall strategy of Serbia in the sector is to continue to determine its own priorities, principally those
that contribute to socio-economic welfare, whilst continuing to honour its commitments under international
agreements and make continued progress towards compliance with EU legislation. In the long-term the key
objectives can be summarised as:
» Fully compliant and aﬀordable centralised public water supply to at least 93% of the inhabitants of Serbia;
» Provision of aﬀordable wastewater collection and appropriate treatment to all agglomerations over 2,000
population equivalent.
The achievement of these objectives entails a number of choices in respect of speciﬁc aspects of approximation
for the short and medium term.
Transposition
In order to complete the process of transposition Serbia will continue with the programme of secondary legislation
under the new Water Law (2010) such that the vast majority of provisions are transposed by no later than the
end of 2012. The deadlines for compliance with speciﬁc provisions will be established in the light of priorities
established in the Water Management Strategy (2012) and the implementation programmes accompanying the
Water Management Plans (2012). Realistic deadlines will be set for full compliance with the UWWTD. Intermediate
objectives will be established as milestones. The Water Law itself will have to be revised by 2014, so as to achieve
full transposition in the short term.
Implementation
Serbia will utilise integrated water resource management planning as the key process for managing developments
in the sector. As stated in the Water Law, the ﬁrst “preliminary” iteration of plans will be produced by the end of
2012 and will be updated every 6 years, such that the ﬁrst updated plan will be prepared before accession.
The socio-economic development needs of Serbia suggest that the order of importance given to the priority
objectives in the sector should be:
» The provision of reliable, adequate and health safe public supplies of drinking water to the population;
» The achievement of adequate levels of ﬂood protection;
» The availability of adequate water resources for commercial and industrial uses (including irrigation);
» The eﬃcient removal of waste water from urban areas;
» The protection of the environment from waste water pollution30.

30

76

This priority order is a reﬂection of general objectives and is not necessarily directly applicable to the means of achievement. For example, if the
most cost eﬀective means of ensuring the safety of a drinking water supply is to remove waste water pollution, then the pollution reduction
measure would be prioritised (in accordance with the economic assessment undertaken during the water management planning process).

This approach will be embodied in the Water Management Strategy and the Water Management Plans. As a
consequence of this overall strategic direction, and given the prevailing ﬁnancial constraints, Serbia is faced with
strategic choices that pertain directly to the requirements of approximation:
» Member State determination – subsidiarity principle
» The proportion of the rural population, particularly in sparsely populated areas, which will be connected
to centralised public water supplies;
» The levels of ﬂood protection that are to be achieved;
» The allocation of water resources for potable and non-potable use;
» Establishment of aﬀordability criteria in respect of water service tariﬀs;
» Member State obligation – subject to legal interpretation and negotiation;
» Designation of Nitrate Vulnerable Zones31;
» Designation of Sensitive Areas under the UWWTD32.
» Collective Agreement – subject to negotiation between Serbia and the European Union;
» Transitional periods requested for achievement of compliance: UWWTD;
» The priority assigned to agglomerations: the approach taken in the original compliance timetable of
the Directive, “large agglomerations ﬁrst”, has been the default approach adopted in previous accession
negotiations. However, Serbia could propose an alternative prioritisation scheme based on a long term
compliance programme derived from the implementation programmes associated with the Water
Management Plans.
In addition to these, one crucial choice that pertains directly to the process of approximation (rather than
to its requirements) is the organisation of the water service sector and the matter of Public Utility Company
reform. Legislation addressing PUC reform including ownership of assets, corporatisation and governance, tariﬀ
policies, regionalisation and private sector participation is under consideration. In the Water Law (Article 157) it is
foreseen that the Government will establish a reference price that will take into account the cost incurred for the
delivery of water services. Secondary legislation pursuant to these provisions is in preparation. In addition PUC
reform needs to seek means by which to achieve higher levels of eﬃciency in the sector, comparable with the
benchmarks established in the European Union. This will entail consideration of, inter alia:
» Separation of function: most PUCs currently operate a range of services including both water and solid waste
management: Would it be best for these functions to be separated in order to create “water only” PUCs?
» Scale: PUCs currently operate at the municipal level; in many cases this results in operations that are smaller
than the generally accepted level at which reasonable economies of scale are achieved. Would it be best to
consolidate smaller PUCs into larger operating units at the multi-municipal (e.g. district) level?
These matters will continue to be evaluated in the course of the legislative process of PUC reform.
Financing
An outline ﬁnancing strategy for the sector has been derived using the approach described above (Chapter 4).
The starting point for the strategy entailed estimation of:
» Capital investment needs: estimated by considering the “gap” between the current state of infrastructure
provision and a future “fully compliant” state: in 2010 prices the capital investment requirements are estimated
to be in the region of:
» €1.3 billion for drinking water;
» €3.3 billion for waste water;
» €0.9 billion for reduction of water pollution by agriculture.
» Operational costs: estimated on the basis of standard cost functions linked to the infrastructure provisions
leading to water and waste water prices comparable with other compliant systems in the region.
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Article 3.3 of the Nitrates Directive states: When any waters identiﬁed by a Member State in accordance with paragraph 1 are aﬀected by pollution
from waters from another Member State draining directly or indirectly into them, the Member States whose waters are aﬀected may notify the other
Member States and the Commission of the relevant facts. The Member States concerned shall organize, where appropriate with the Commission,
the concertation [sic] necessary to identify the sources in question and the measures to be taken to protect the waters that are aﬀected in order to
ensure conformity with this Directive.
Near identical provisions to those quoted here for the Nitrates Directive are contained in the UWWTD: Article 5.5 and Article 9.
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The multiannual cost ﬂows that correspond to this approximation scenario are indicated in Figure 12 in nominal terms.

Figure 12: Multiannual Cost Flows of Reaching Approximation in the Water Sector (in € in nominal terms)
COST OF APPROXIMATION IN NOMINAL TERMS

The means by which these two categories of costs could be met have been considered. Capital costs can be
met from a range of sources, including local sources (PUCs, municipal budgets), national sources (water funds,
SEPF, central government budget) and external sources (EU grants, other donors), aided by bank facilities (loans
from EIB, EBRD...). Estimates of projected available ﬁnance from these sources have been made, subject to the
generally accepted limits on the level of public sector expenditure.
For operational costs the situation is less complex, since the vast majority of these costs, including staﬀ, energy,
materials, regular maintenance and other “day-to-day” expenses, need to be met from sales revenues (user
charges) within the sector. Leaving aside measures to minimise operational expenditure, the key mechanism for
achieving this “cost recovery” is the adjustment of user charges. However, user charges are subject to a number
of constraints:
» The requirement for charges to be affordable on average: in the case of domestic consumers a limit of 4% of
average household income is taken as the upper limit of expenditure on total combined services (water and
waste water, including taxes and fees);
» The requirement for socially responsible systems of support to avoid water poverty in low-income groups;
» The requirement for charges to be equitable between user groups (domestic, industrial, commercial);
» The requirement for changes in prices to be made gradually so as to be acceptable for consumers (a real
terms year-on-year increase in prices of no more than 10% has been considered).
By assuming reasonable forecasts for the development of both national budget capacity and household income,
and applying the constraints outlined above, an “achievable” sequence of investment and commissioning has
been derived. This sequence is based on eﬀective implementation of Article 157 of the Water Law cost recovery
tariﬀ provisions and signiﬁcant commitments of public resources in the short and medium term.
The sequence entails:
» Water Supply:
» Achievement of drinking water quality compliance in existing systems before accession;
» Extension of existing systems and construction of new systems to achieve desired coverage by 2030.
» Waste water collection and treatment:
» Investment programme commitments to the end of 2030.
This sequence, which is designed to be feasible, nevertheless implies large funding needs which cannot be
covered by aﬀordable user charges until 2024 , as is illustrated below in Figure 13 depicting the Funding Gap, or
part of the approximation eﬀort that cannot be covered by user charges.
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Figure 13: Funding Gap
TOTAL COST FUNDING GAP
TOTAL COST NOT RECOVERABLE FROM TARIFFS

In considering the implications of this schedule for compliance and transitional periods, Serbia would seek to
apply:
» Where necessary the derogation provisions of the Drinking Water Directive (Article 9) with reference to the
date of accession;
» The provisions of Article 4.4 of the Water Framework Directive such that the ﬁnal programme of measures for
achievement of the Directive’s environmental objectives be made operational within three years of the ﬁnal
(fourth) River Basin Management Plan. Given the schedule for river basin management planning established
in the Water Law (WFD plus three), this would entail a ﬁnal deadline for operationalisation of measures
pursuant to Article 11 of the WFD of 2033.
This sequence will entail the establishment of staged transitional periods in respect of the UWWTD with the ﬁnal
stage ending in the period 2030-2033.
Within the state administration, working groups will be established to manage the Water Framework and
associated directives, Urban Waste Water Treatment Directive, Nitrates Directive, Groundwater Directive, and the
Drinking Water (98/83/EC) and Bathing Water (76/160/EEC) Directives. The working groups will be under the
politically managed Chapter 27 Sub-working group. Membership of the working groups would include MATFWM,
MEMSP (including legal, technical and C&S), Ministry of Health, Ministry of Finance, Water Directorate, SEPF,
SEPA, PHIs, AP Vojvodina, Hydro-meteorological Institute of the Republic of Serbia, Public water management
companies “Srbijavode”, “Vode Vojvodina” and “Beogradvode”, water management Institute “Jaroslav Černi”,
Institute for Biological Research “Siniša Stanković” as well as the City of Belgrade and LSGs and PUCs. The group
for the Urban Waste Water Treatment Directive should discuss implementation jointly with the group responsible
for the Sewage Sludge Directive (86/278/EEC).

5.8 WASTE MANAGEMENT
INTRODUCTION
European Union legislation in the ﬁeld of waste is organised into three groups comprising a wide range of legal
instruments, which can be grouped into three broad categories:
» Framework legislation (including legislation on shipments of waste);
» Legislation on waste treatment operations;
» Legislation pertaining to speciﬁc waste streams.
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Three of the Directives are expected to be especially complex and expensive to transpose and implement in
Serbia:
» The Waste Framework Directive (2008/98/EC);
» The Landﬁll Directive (1999/31/EC), and
» The Packaging and Packaging Waste Directive (94/62/EC).
A principle underlying the legislation is the reduction of waste going to ﬁnal disposal in landﬁlls through the
application of a waste management hierarchy:
»
»
»
»
»

Prevention;
Preparation for re-use;
Recycling;
Recovery operations (notably energy recovery);
Disposal.

In this regard there are restrictions on the amount of biodegradable waste that can be sent to landﬁll at given
times with the ﬁnal target being a reduction in the amount of landﬁlled biodegradable waste of at least 65%
compared to 1995 levels. The legislation thus increases the diﬃculty and expense of using landﬁlls and, therefore,
provides an incentive to seek more environmentally sound means of managing waste according to the hierarchy.
Compliance with the Directive on Packaging Waste can be particularly challenging given the widespread
occurrence of packaging waste and the requirement for Member States to apply the waste hierarchy to all
packaging wastes by introducing re-use, return and collection schemes in order to achieve the following targets:
» Between 55 and 80% by weight of packaging waste to be recycled;
» Speciﬁc recycling targets of
» 60% for glass, paper and board;
» 50% for metals;
» 22.5% for plastics and
» 15% for wood.
IMPORTANT LINKAGES
The issue of waste management is linked with other elements of the Acquis in a number of respects:
» The production of industrial waste is in part regulated under the Industrial Pollution Prevention and Control
regime (soon to be superseded by the Industrial Emissions Directive, 2010/75/EU) whereby the selection
of Best Available Techniques for any industrial facility and the associated facility authorisation includes
consideration of waste production as an inﬂuential factor.
» The Industrial Emissions Directive 2010/75/EU also replaces the Waste Incineration Directive (2000/76/EC)
and brings waste incineration fully into the industrial emissions regime. Moreover, the IED will also require
landﬁlls speciﬁed in Annex I of the Directive33 to be subject to the IED permitting regime.
» Irrespective of the permitting regime, the impact of the waste disposal operations, particularly landﬁll, needs
to be regulated in accordance with the requirements of the River Basin Management Plans prepared pursuant
to the Water Framework Directive (2000/60/EC).
» The disposal and treatment of waste can produce emissions of several greenhouse gases (GHGs), which
contribute to global climate change. The most signiﬁcant GHG gas produced from waste is methane released
during the breakdown of organic matter in landﬁlls. Measures to reduce such emissions need to be employed
as part of the climate change mitigation programme.
It is also of note that waste management is considered to be a “service of general economic interest”34 and as
such is subject to European Union rules on state aid, public procurement and the internal market35.
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Landﬁlls, as deﬁned in Article 2(g) of Council Directive 1999/31/EC of 26 April 1999 on the landﬁll of waste, receiving more than 10 tonnes of waste
per day or with a total capacity exceeding 25 000 tonnes, excluding landﬁlls of inert waste.
Article 106 of the Treaty on the Functioning of the European Union.
See for example Commission Staﬀ Working Document, SEC(2010) 1545 ﬁnal, Brussels, 7.12.2010.

STATE OF PLAY
Currently only approximately 60% (2009 estimate) of the Serbian population is provided with organised waste
collection services and coverage is particularly low in rural areas. The vast majority of the waste collected is
disposed of to landﬁll, of which there are 164 registered landﬁlls and over four thousand unauthorised dump
sites. Of the registered landﬁlls six (Kikinda, Lapovo, Leskovac, Vranje, Jagodina, Pančevo), are sanitary landﬁlls,
serving about 16% of the population. A further 4 sanitary landﬁlls are currently being commissioned, which
will bring the total population served to 30% (60 municipalities). Other types of management and disposal
operations such as incineration or mechanical and biological treatment (MBT) are not currently used. Conditions
vary markedly between municipalities, but in many instances the waste collection equipment (trucks, trailers,
compactors) is at, or close to, the end of its economic lifespan.
Separate collection of recyclable materials is at an early stage, with very few schemes in place for municipal
waste. However implementation of the packaging waste legislation is proceeding and a number of packaging
organisations have been established. The scheme is though meeting with some resistance from operators,
few of which have yet registered in the system and, as yet, inspection is not suﬃciently developed to enforce
widespread compliance.
Serbian legislation requires registration (“from the cradle to the grave”) for all hazardous waste through the use of a
“Hazardous Waste Movement Document”. The actual management of hazardous waste is however compromised
by inadequate facilities and to remedy this preparations are underway for the establishment of a Hazardous
Waste Management Facility36. The envisaged Facility would predominantly manage inorganic hazardous wastes
from Serbian industry (excluding any kind of nuclear, explosives and medical waste components).
Serbia’s policy to improve waste management is set out in the 2009 National Waste Management Strategy
(2009), which includes short-term and long-term objectives for solid waste management and a target date of
2020 for the provision of adequate waste management services to more than 90% of the Serbian Population. A
programme for the development of infrastructure to achieve the speciﬁed objectives is included in the strategy
and the costs of the proposed actions have been estimated. Whilst this strategy identiﬁes incineration and MBT
as viable options in the longer term, in the short to medium term landﬁll is seen as the main means for municipal
waste disposal.
The Serbian Laws on Waste Management and Packaging Waste, and the associated secondary legislation,
transpose large portions of the EU legislation on waste and further secondary legislation is envisaged. It is of
note that the legislation establishes targets for the reduction of biodegradable waste to landﬁll37:
» 2012-2016 – reduction of 25%
» 2017-2019 – reduction of 50% and
» 2020-2026 – reduction of 65%.
Whilst this body of legislation represents substantial progress in the achievement of transposition, there remain
a number of areas where further legislative action will be required, including “end-of-waste status”, bio-waste,
mining waste and sewage sludge. Moreover, the planning provisions of the Law on Waste Management do not
adequately address the obligation contained in the Waste Framework Directive to draw up Waste Management
Plans. Amendment of the Law on Waste Management will be required to complete transposition.
The Ministry of Environment, Mining and Spatial Planning is the key institution in the waste sector, having
responsibilities for policy, legislation and control (permitting). In particular the Ministry has the lead role in ensuring
approximation, including transposition of the Acquis. The Ministry is assisted by the Serbian Environmental
Protection Agency, which is responsible for data collection/reporting. In Vojvodina the administration of the
Autonomous Province has responsibility for administration and control. Practical implementation of waste
collection and management is vested in the Local Self Government Units.
These institutional arrangements present a number of issues. The current arrangement whereby the MEMSP
acts as both a policy body and an implementing entity does not provide for appropriate separation of functions.
However, the situation at the local level is of even greater concern. As indicated in sections 3 and 4, although
most municipalities have established Public Utility Companies (PUCs) to provide waste management services,
36
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http://www.hwmf.rs
Although numerically comparable with the EU Landﬁll Directive targets, the “reference year” is diﬀerent (1995 in the case of the Landﬁll Directive)
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most of these are too small to achieve the technical or cost eﬃciencies required of a modern waste management
operation. Moreover, the smaller PUCs are often multi-functional, having responsibilities for a range of other
services such as street cleansing. The PUCs also face considerable ﬁnancial diﬃculties as a result of the current
approach to tariﬀ setting in many municipalities. Tariﬀs vary widely between municipalities; they are crosssubsidised generally from industry to the domestic sector (Households); and they often bear no direct relation to
service levels, actual costs or aﬀordability.
CHALLENGES
In common with the experiences of recent Accession Countries, the relatively weak current infrastructure
provision and service levels suggests that full approximation with all aspects of the waste management Acquis
needs to be seen as a long-term objective for which transitional periods are likely to be required.
The key challenges are ﬁnancial and organisational. Although substantial - at some €800 million (in 2010 prices)
- the capital investment needs of the sector should be manageable. However, a more serious constraint arises
from the need to ensure that operation and maintenance costs are met. Failure to meet these costs would render
the waste management system ﬁnancially unsustainable and result in deterioration over time in both service
and environmental performance.
As for the water sector, the aﬀordability of the user charges required to cover the estimated total operational
costs (OPEX) in the waste sector were analysed for three diﬀerent levels of aﬀordability38 (Maximum: is 1.5% of
average Household Income, Medium is 1.5% of the average income of three lower income deciles and Minimum
is 1.5% of the lowest, or poorest, income decile).
Figure 14: Aﬀordability and Operational Costs
HOUSEHOLD AFFORDABILITY & OPEX

As shown in Figure 14 the OPEX (red line) is greater than the maximum level of tariﬀ revenue (blue line) for
the period 2011-2019: i.e. the Strategy is not “aﬀordable” from an operational cost perspective in this period.
Thereafter (2020- ) the maximum level of tariﬀ revenue is greater than the predicted operational costs and full
cost recovery can be achieved. The implications of this analysis are that until 2019, the waste strategy will require
cross-subsidisation from other environmental sectors to meet operation and maintenance costs.
It should also be noted that, the operational (and indeed capital) cost estimates are based upon the assumption
of the eﬃcient implementation of the National Waste Management Strategy. Eﬃciency in this regard requires
the greatest possible economies of scale to be achieved. The current arrangements whereby waste management
services are organised at a municipal level and delivered by small multi-functional PUCs cannot be expected to
deliver the necessary economies of scale. Thus regionalisation of the system of municipal waste management is a
pre-requisite for eﬃcient implementation but, in the absence of regional administrations, this entails signiﬁcant
political and institutional challenges, as cooperation between municipalities in the ﬁeld of waste management
is not well established
38
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A gradual escalation of tariﬀs was assumed which is both considered more acceptable and less likely to result in sharp falls in revenue as a result of
increased non-payment rates.

The need to constrain OPEX (particularly, but also CAPEX) has two further implications. First, is the emphasis
in the short- to medium-term on landﬁll as the main disposal option. Currently both OPEX39 and CAPEX for
more advanced techniques (e.g. pyrolysis) are considerably higher than those associated with sanitary landﬁll.
In the longer term if current and further research and development bears fruit and brings down costs and or
scale requirements the relative balance between technologies may change but for the moment this cannot be
predicted.
The second implication is the importance of raising public awareness to the importance and beneﬁts of waste
segregation, recycling and waste minimisation. These can be cheap methods of reducing waste going to landﬁlls.
STRATEGY
The core approach to approximation in the waste sector comprises the continued implementation of the National
Waste Management Strategy. The key objectives of the Strategy are:
»
»
»
»

Complete transposition of European Union legislation;
Municipal solid waste collection in place for more than 90% of the population by 2020;
Fully compliant municipal solid waste landﬁlls in place for more than 90% of the population by 2020;
Reduction in the quantities of biodegradable waste disposed to landﬁll in line with the Landﬁll Directive
targets by 2026;
» Achievement of EU recovery and re-cycling targets by 2025;
» Commissioning of a hazardous waste management facility by 2014;
» Full cost recovery from user charges for municipal waste collection and management by no later than 2022.
Initially management and co-ordination of the strategy will be implemented through the establishment of
working groups for the Waste Framework and associated directives. The working groups will be under the
politically managed Chapter 27 Sub-working group. Membership of the working groups could include MEMSP
(including legal, technical and C&S), Ministry of Health, Ministry of Finance, SEPF, SEPA, AP Vojvodina, City of
Belgrade and LSGs and PUCs.
Transposition
Full transposition will require amendment of the Law on Waste Management. Therefore a review of the Law
and its associated secondary legislation will be undertaken in the short term and amendments necessary to
achieve full harmonisation introduced. The review will also seek to streamline the legal framework so as to avoid
duplication, complication and “gold plating” (the introduction of requirements that go beyond those introduced
by the Acquis).
In concert with the legal review, legislative coordination will be needed so as to ensure that only one environmental
permit is required at any site. Multiple regulations are ineﬃcient for both the regulators and the regulated. To this
end the provisions of the Industrial Emissions Directive will be applied to all relevant (non-inert) landﬁlls (new
and existing).
Implementation
Although the current National Waste Management Strategy is well developed, it will beneﬁt from further
reﬁnements, in particular:
» Enhancement of the provisions for separate collection of diﬀerent packaging waste at the source with their
pre-treatment in regional sorting plants to generate marketable recyclables;
» Optimisation of measures and instruments to reduce the amount of waste (particularly biodegradable
waste) disposed to landﬁll including a combined strategy entailing home composting in rural areas, separate
collection of bio-waste and composting of bio-waste in central composting plants in large cities;
» Optimisation of the number and size of future municipal waste landﬁlls with a view to achieving further
eﬃciencies in total (capital and operational) costs – a benchmark of 400,000 inhabitants is appropriate
(leading to a total of about 15 – 20 municipal waste landﬁlls);
» Measures to enhance inter-municipal cooperation so as to avoid barriers to implementation of a regional
approach;
» Review of national targets for reduction of biodegradable waste to landﬁll to take full account of the EU
reference year (1995).
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See for example Bystrom, Jaspers Working Paper on Mechanical and Biological Treatment, 2010
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The introduction of new legislation will be accompanied by monitoring and enforcement measures to ensure
acceptable levels of implementation.
A strong registration system for hazardous waste (“from the cradle to the grave”) will be implemented. The
“Hazardous Waste Movement Document” will be linked to a registry managed and overseen by a dedicated
control and surveillance unit.
Eﬀorts to integrate all companies subject to the Packaging and Packaging Waste Management Law into the
system will be intensiﬁed. Non-registration will be subject to appropriate enforcement measures.
The system of reporting the quantities of special waste will be modiﬁed in the short term. It is presently reliant
on the reported quantities of the importers-producers-operators with a very low level of veriﬁcation. The same
applies to the granting of incentives, where fraud is a clear possibility.
The organisation of the waste collection and treatment service sector and the matter of PUC reform are
critical to the implementation of the Strategy. Legislation addressing PUC reform including ownership of
assets, corporatisation and governance, tariﬀ policies, regionalisation and private sector participation is under
consideration. Secondary legislation pursuant to these provisions is in preparation. In addition PUC reform needs
to seek means by which to achieve higher levels of eﬃciency in the sector, comparable with the benchmarks
established in the European Union. This will entail consideration of, inter alia:
» Separation of function: most PUCs currently operate a range of services including both water and solid waste
management, amongst others. It is considered best practice that these functions be separated in order to
create specialised, more eﬃcient PUCs;
» Scale: many PUCs currently operate at the municipal level; in many cases this results in operations that are
smaller than the generally accepted level at which reasonable economies of scale are achieved. It will be best
to consolidate smaller PUCs into larger operating units at the multi-municipal (e.g. district) level).
These matters will continue to be evaluated in the course of the legislative process of PUC reform.
Financing
As speciﬁed in the National Waste Management Strategy, a very wide range of practical and infrastructure
measures is required. The most critical measures are clearly:
» Municipal Solid Waste Collection:
» Investment in collection infrastructure to increase municipal waste collection rates and eﬃciency of
collection;
» Investment in separate collection systems (particularly for packaging waste from households) –
predominantly bring points – for (at least) paper, plastic and glass;
» Investment in measures to support rural and suburban domestic composting schemes (diversion of
biodegradable waste from the municipal waste stream.
» Municipal Solid Waste Disposal:
» Sanitary Landﬁlls.
» Construction Waste:
» Processing facilities for recovery of re-usable materials (end of waste).
» Hazardous Waste Management:
» Multi-functional hazardous waste management facility.
» End of Life Vehicles:
» Processing facilities for recovery of re-usable materials (end of waste).
A number of other smaller investments are required to achieve practical implementation of other aspects of the
Acquis.
A ﬁnancial strategy for implementation of the practical measures outlined above has been derived. Capital
investment needs have been estimated by considering the “gap” between the current state of infrastructure
provision and a future “fully compliant” state: in 2010 prices the capital investment requirements are estimated
to be in the region of:
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» €601 million for the MSW system (combination of Landﬁll, Packaging, Batteries and Waste Electronic and
Electrical Equipment);
» €66 million for Construction Waste;
» €42 million for Hazardous Waste;
» €34 million for End of Life Vehicles (ELV);
» €13 million for other directives.
Operational costs have also been estimated on the basis of standard cost functions linked to the infrastructure.
As discussed previously, the operational costs associated with the implementation of the National Waste
Management Strategy investment programme (as currently deﬁned) cannot be fully met from the revenues of
user charges. This results in a “Funding Gap” as shown in Figure 15. Whilst the failure to achieve full cost recovery
is not sustainable, the levels of shortfall for the period to 2020 are considered to be manageable, especially if
operational subsidies are used as a transitional measure.
Figure 15: Total Cost Funding Gap in the Waste Sector
TOTAL COST FUNDING GAP - TOTAL COST NOT RECOVERABLE FROM TARIFFS

In view of this, the programme contained in the National Waste Management Strategy is still considered to be
achievable. Based on reasonable forecasts for the development of both national budget capacity and household
income, a possible sequence of investment and commissioning has been derived. This sequence is based on
eﬀective implementation of tariﬀ provisions to move towards cost recovery and signiﬁcant commitments of
public resources in the short and medium term. The sequence endeavours to respect the investment programme
set out in the National Waste Management Strategy, albeit with some minor modiﬁcations to limit the funding
gap. The multiannual cost ﬂows that correspond to this sequence are indicated in Figure 16 in nominal terms.
Figure 16: Multiannual Cost Flows of Reaching Approximation in the Waste Sector (in € in nominal terms)
COST OF APPROXIMATION IN NOMINAL TERMS
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As with the other environmental sectors, the means by which each of these categories of costs could be met have
been considered. Estimates of projected available ﬁnance from these sources have been made, subject to the
generally accepted limits on the level of public sector expenditure. The level of public sector support required is
further analysed in Table 19, with indications of the expected sources of Public Finance40.
Table 19: Required Levels of Public Sector Support in the Waste Sector
PUBLIC SECTOR SUPPORT

2011

2012

2013

2014

2015

Required from Public Sector € MM

-13.22 -35.17 -47.57

-60.13

-87.84

2016

2017

2018

-146.67 -125.39 -114.42

2019

2020

2025

2030

-75.64

-49.63

32.14

44.25

DOMESTIC FUNDING SOURCES
MESP

4.99

5.23

5.50

5.77

6.06

6.36

6.68

7.01

7.37

7.73

9.87

12.60

SEPA

0.01

0.01

0.01

0.01

0.01

0.01

0.01

0.01

0.01

0.02

0.02

0.03

SEPF (ECOFUND)

52.33

80.47

96.56

114.07

119.77

125.76

132.05

138.65

145.58

152.86

195.09

248.99

LSU

2.25

2.36

2.48

2.60

2.73

2.87

3.02

3.17

3.32

3.49

4.45

5.69

NIP (or equivalent)

0.19

0.20

0.21

0.22

0.23

0.25

0.26

0.27

0.29

0.30

0.38

0.49

242.39

254.51

267.23

280.59

294.62

309.36

324.82

414.57

529.10

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

248.85

265.47

300.17

381.10

495.86

PUBLIC SECTOR RESOURCES

173.85 196.86 218.78

Public Sector Financing Needs

0.00

0.00

Excess Funds Carried Forward

46.45

99.57

0.00

156.76 219.30 260.27

1,525.23 2,949.47

* The SEPF net Revenues are prudently estimated as a growing proportion of the budgeted amounts

The investment sequence described above would require the agreement of staged transitional periods in respect
of MSW with the ﬁnal stage ending in the period 2021-2024. However, this scenario is the “best scenario if all goes
according to plan”. It must therefore be considered as “optimistic” and to some extent “idealised”.
When preparing the Directive Speciﬁc Implementation Plans further analysis, using the ﬁnancial planning model,
will be undertaken to evaluate the risks of transactional and implementation delays.
On the basis of this a “prudently achievable scenario” will be determined and documented. This prudent scenario
will then form the basis of a negotiation strategy. In preparing the prudent scenario it is expected that service
targets will be postponed slightly in some areas in order to ensure realism, to minimise the ﬁnancing gap and to
reduce the need for cross-subsidisation from other sectors

40
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Overall, the expected contributions from the SEPF imply that there will be excess Public Sector ﬁnancial resources for waste. This indicates a need for
close monitoring and –possibly- structural reform of the SEPF, so as to introduce necessary ﬂexibility to ensure no part of scarce total aﬀordability
is “trapped” in the fund.

CHAPTER 6

FRAMEWORK FOR
MONITORING
APPROXIMATION
PROGRESS AND
FOR NEGOTIATION

The processes of approximation and accession negotiations are self-standing, yet closely linked. They have to be
mutually informed about the progress of the other one, since e.g. evolution in the extent of planned transitional
periods directly impacts on economic, but also legislative planning.

6.1 MONITORING OF APPROXIMATION PROGRESS
It is proposed that MEMSP retains overall coordination and tracking of approximation progress across the whole
environmental Acquis. This will be carried out by the Chapter 27 Sub-working group with the input from working
groups chaired by the part41 of the ministry or agency assigned to lead on the particular item of EU legislation.
These working groups will meet as frequently as necessary (indicative frequencies are included in the Sectoral
Strategies) and will include representatives of every relevant stakeholder. An indicative list of stakeholders is
also included in the Sectoral Strategies. The working groups will discuss progress and delays, and report to the
Chapter 27 Sub-working group via the relevant ESR. The chairpersons should also bring the results of the work
to the attention of “their” Assistant Minister(s). The Chapter 27 Sub-working group informs the negotiator for
Chapter 27 (see below).
In the sector strategies, the main legal requirements and institutions involved are set out for each directive. These
institutions are going to have to work together in order to ensure the process of approximation can be completed
and to ensure that the Serbian negotiator of Chapter 27 is kept fully informed of progress in transposition and
implementation. Equally the negotiator must be kept informed of any delays and, if these cannot be resolved, to
bring them to the attention of the Minister for resolution.
The working groups should be free to identify changes in legislation, institutional arrangements, work practice,
communications, coordination practice, funding requirements and training needs. These issues should, in turn
and as appropriate, be brought to the attention of the relevant Assistant Minister and the Chapter 27 Subworking group.
Each directive or regulation should have a person who is responsible for monitoring progress across all institutions
in relation to that particular directive or regulation. Such persons should be appointed as the chairperson of
the working group and given the authority to call regular meetings to be attended by representatives of each
institution involved. Each representative should have a deputy. Failure by any institution to attend a meeting
should be noted as a “delay” by the chairperson and reported to both the chairperson of the Chapter 27 Subworking group and the negotiator.
Working groups chair persons should organise meetings of all representatives usually on a monthly basis, with
the frequency of such meetings either increased or decreased depending on the level of progress made and the
needs of approximation planning or progress in negotiations.
The frequency of meetings and the membership of the working groups can be changed as appropriate and in
some cases it may prove more eﬀective to combine working groups.
The ultimate responsibility for the successful performance of these working groups lies with the State Secretary
that chairs the Chapter 27 Sub-working group.

6.2 FRAMEWORK FOR NEGOTIATIONS
After receiving candidate status, negotiations with the EU may be opened. The negotiations on Chapter 27 may
take several years. The speed of the negotiation process will be determined by Serbia’s capacity to present its
position skilfully and to make coherent requests for transition periods backed by well researched evidence.
The composition of the Republic of Serbia negotiating team will be decided by the Government, but a
membership of a representative of MEMSP and other ministries competent for certain issues is likely and very
appropriate. The negotiator for the environment should be a senior person in the MEMSP structure. It could be
the Chairman of the Chapter 27 Sub-working group but if another option is chosen, this chairman should be the
deputy negotiator, to ensure the smooth interaction between the two processes.
The process of negotiation includes multilateral and bilateral screening followed by the submission of Serbia’s
position paper and the expression of the EU’s common position. Serbia will be asked to provide additional
41

A ’part’ in this case can be a group, section, department, administration or directorate
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information which will lead to a revised common position being adopted by the EU. This information and position
activity may repeat over several rounds. Once all aspects have been cleared the negotiations on the environment
chapter will be provisionally closed.
After closing negotiations on all the chapters of the Acquis the European Council will decide on accession.
After accession Serbia will pursue full implementation in accordance with the negotiation results, i.e. with the
transitional periods agreed.
As is apparent from previous EU enlargements, transitional periods in Chapter 27 will only be granted for heavyinvestment directives. The requests will have to be as speciﬁc as possible, and backed by thorough implementation
plans building on the state of play. While transitional periods can have a form of a general prolongation of the
implementation deadline for some directives, for others intermediate targets or speciﬁc types of installations,
regions, environmental parameters etc. will need to be established. To deﬁne and agree these speciﬁcations is
one of the key objectives of the negotiation process.
Possible requests for transitional periods for selected cost-intensive environmental measures have been outlined
through the economic model and are summarised in section 4.2.2 above. These include:
1. Urban wastewater will require a transition period to 2030;42
2. Nitrates until 2025;43
3. Drinking water will not require a transition period for reaching quality standards, achievable before 2019,
the assumed accession date. Extension of the service, however, to the entire population is only expected by
2030;44
4. A fully compliant MSW system which integrates the Landﬁll, Packaging, WEEE (2002/96/EC) and Batteries
(2006/66/EC) directives, will require a transition period to 2024, due mainly to the impact of high OPEX costs;
5. Compliance with the Emission Values on SO2 in both Thermal Power Plants and Heating Plants is set, in
accordance with the new schedule for all existing members, to 30 June 2020 with a special transition period
to compliance or closure, at a reduced operating rate, for then not compliant installations, to 31 December
2023. It must be noted that compliance schedules for LCPs are negotiated on an installation by installation
basis and require speciﬁc data for the individual plants;
6. Remediation of Industrial Pollution and Disposal of special waste from Thermal Power Plants and Heating
Plants is expected to comply by 2022.
Directives that are not within the “Heavy Investment” bundles were not assumed to be granted transition periods
and are assumed to be complied with before the assumed accession date set for 1 January 2019.
It should be noted that the possible implications of transition periods identiﬁed above were essentially used for
the development of the economic model, the identiﬁcation of the challenges to be met and the potential ways
of overcoming them.
Further consideration of the need for transition periods and the presentation of arguments for those deemed
necessary will be made during the negotiations. Much clearer speciﬁcation is required as regards precise
provisions of the Acquis (e.g. the transitional period for municipal solid waste management stretches across
several directives), the current situation and the steps to be taken in gradual implementation on the path to
full compliance. It is planned that such analytical work and drafting of Directive Speciﬁc Implementation Plans
will commence without delay after the adoption of the NEAS, rather than in reaction to the request by the EU
to become more speciﬁc. Having this information in the hand, Serbia’s negotiators may be able to signiﬁcantly
increase the speed of negotiations.
While transitional periods will only relate to a fraction of the environment Acquis and other work on approximation
will probably be perceived as overwhelming the importance of this subject, the ﬁnal agreement on the set of
transitional periods will be the prominent issue in the whole environmental negotiations and an indicator of
success of the whole process, including from the political and media perspectives. It is therefore recommended
that high attention is paid to the deﬁnition of transitional periods from this moment on, regardless of the
seemingly long perspective envisaged for full implementation of these pieces of the Acquis.
42
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The economic model has been developed on the basis of the optimistic forecast for the transitional period; however, it is likely that the transitional
period for waste water would be postponed to 2037, and for the nitrates to 2030, which will signiﬁcantly impact on the economic model and the
projection of costs
Ibid
Ibid
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