Standpoint

Energy strategy of the Republic of Bulgaria until 2020: analysis and recommendations

Following an in-depth analysis of the draft Energy Strategy of Bulgaria until 2020, we have reached the conclusion that extensive changes are needed in this important area for the economic development of the country.  Bearing in mind the almost total absence of genuine public debate on this strategic document, we consider it essential that our proposals be taken into consideration.

Bulgaria needs a contemporary, modern strategy for the development of a low-carbon energy sector in support of policies to combat climate change, stimulate energy efficiency and reduce fossil fuel consumption.  Such a strategy should be developed in accordance with European strategic planning standards, setting intervals at which the strategy should be revised in accordance with targets achieved in reality during particular periods.  This would entail analysis of a number of alternative proposals based on identical sets of information and with a clearly formulated finite number of targets, thereby enabling a choice to be made between these future development proposals which meets the basic criteria set out in the framework strategy to the greatest possible extent.

The draft energy strategy under examination is unfortunately not in line with the dynamics of social, economic and technological development and with the accelerating pace of climate change.

The draft government document assigns tasks in a characteristic top-down manner.  It would be more appropriate for the strategy to be based on measures to provide planning and support on a local level, i.e. to use a decentralised approach.  The draft should provide opportunities to support decentralised, energy-efficient solutions in households, public services, industry, transport, agriculture, etc., including stimulating energy-independent municipalities.  The strategy should prescribe specific and measurable steps and adequate funding to support the development of regional and local plans and the plans of the business sector to promote energy efficiency and energy independence.

The strategy should prescribe support for the construction of individual small capacities for electricity generation from renewable energy sources (RES) which are not connected to the electricity transmission network and liberal arrangements enabling them to be licensed.

A matrix of indicators should be developed to measure and evaluate the influence of strategy implementation on a national and local level.  These indicators should take into account specific geographic conditions and could include monitoring of the following parameters:

· Expenditure on energy efficiency and renewable energy sources (RES) as a percentage of gross domestic product (GDP);

· Expenditure on energy efficiency and renewable energy sources per head of population;

· The percentage drop in greenhouse gas emissions (expressed as CO2 equivalents) per head of population resulting from the use of renewable energy sources;

· The ratio of imported and expended fossil fuels to energy exports.
The strategic document under examination should provide more clarity on the future participation of Bulgaria in international cooperation for change in existing mechanisms or the creation of new mechanisms under the UN Framework Convention on Climate Change (UNFCCC) after 2012, including a much more prominent role for energy efficiency, further introduction of RES, radical greenhouse gas emissions reductions and gradual elimination of fossil fuel use.

The energy strategy should be in line and subordinated to a number of documents which are still not in existence: a National Sustainable Development Strategy for Bulgaria, a National Energy Efficiency and Innovation Strategy and a National Action Plan against Climate Change for the period from 2009 to 2013;

These strategic documents should be developed on the principle that future strategies should represent a revision of the previous ones, rather than entirely new documents.  Accordingly, it is necessary to develop a number of energy scenarios which take into account the current situation as opposed to priorities which were set before the writing of the draft energy strategy.

Economic aspects

The strategy should set out a clear mechanism for the effective use of public funds in the energy sector, including external finance.  The dynamics of technological development in the areas of energy efficiency and renewable energy mean that priority should be given to fundraising to support scientific, applied science and investment proposals.  In view of the global economic and financial crisis, it would be foolhardy to use public funds directly or indirectly to support projects based on fossil fuels, nuclear energy and large hydro-electric power stations.  Such investments are expensive, their economic benefits are doubtful and generally harmful to the environment.  Technologies such as carbon capture and storage systems and clean coal technologies are not an adequate solution; they have not been subjected to systematic evaluation and debate and are not applicable in Bulgaria.  We consider that the approach of relying entirely on external financial sources is mistaken and unsustainable.  Instead of channelling finance into expensive large-scale projects, we recommend local solutions which would have a cumulative positive effect on the entire economy.  The strategy should prescribe the introduction and development of so-called intelligent electricity distribution networks in accordance with the European Union requirements
.  The electricity distribution network should be equipped with a modern communications and automation system to open the market for electricity generation from small generation units based on renewable energy sources.  Ensuring energy security for the Republic of Bulgaria also entails stimulating the development of an innovative electricity generation industry from renewable energy sources.
All state and municipal investments should be designed and constructed in accordance with the best available technologies in accordance with the local potential of renewable energy sources and energy efficiency. This will serve as a catalyst for small business and will lead to the creation of new jobs.

The strategy should be accompanied by a series of additional analyses, in particular the following:

· impact assessment;

· macroeconomic impact analysis;

· environmental impact assessment;

· social impact assessment;

· cost-benefit analysis;

· analysis of potential for the use of renewable energy sources.

The strategy should promote the genuine liberalisation of the energy market, at the same time putting forward a specific budgeted plan for solving the energy poverty problem.  

The energy strategy should include an analysis, revision and optimisation plan for the connection between the pricing policy and the loading dynamics of the electricity distribution system.  Clear policies should be set out to reinforce public control on the State Energy and Water Regulatory Authority (SEWRA), the National Electricity Company (NEC), the electricity distribution companies and the newly-formed Bulgarian Energy Holding (BEH).  The process of energy planning must be optimised and broad public debate initiated on the development priorities for the electricity transmission and distribution network.

Energy efficiency

The strategy should put forward measures to improve energy efficiency, setting out short-term deadlines and specific steps to be taken instead of investing in new energy capacity from nuclear power, thermal electric power and large hydroelectric power plants.  The issue of providing investments for such capital-intensive investment projects is unclear and lacks transparency, as does the issue of where and how the electrical energy they produce will be marketed.  Such an investment approach is particularly risky in the current global financial crisis.

The draft strategy could be improved by providing guidelines for the development of energy efficiency measures appropriate to regional climatic factors.  The document should also prescribe the removal of administrative obstacles to the construction of energy-independent homes.

The strategy should pay special attention to the problem of reducing electricity transmission and distribution losses and to thefts of electricity from the network.  In some regions these losses amount to 25-30%.

The effect of including themes related to energy efficiency and renewable energy sources in education curricula could lead to considerable long-term improvements in public energy consumption patterns and habits.

Renewable energy sources

The draft Energy Strategy of Bulgaria until 2020 grossly underestimates the development potential for renewable energy sources.  Solar energy, energy from biogas and the potential of geothermal energy are entirely excluded from the development priorities set out in the document.

The strategy should promote the adoption of compulsory standards for energy efficiency and renewable energy source use in the design and drafting of publicly funded investment projects.

The draft energy strategy should include plans to facilitate the connection of small independent electricity generating units to the transmission network and should encourage the use of renewable energy sources by small independent producers and municipalities.

Priority should be given to diversification in the process of development of the electrical energy generation and distribution network, giving priority to renewable energy sources, distributed energy produced mainly from small production capacities, and to the establishment of a universal communication system between sub-stations with an open communication code and real-time data exchange.

Diversifying electrical energy generation from renewable energy sources is a guarantee of energy security for the Republic of Bulgaria.  For this purpose, the strategy should prescribe tax relief for small and medium-sized companies, which, in addition, will provide new jobs connected to the introduction and operation of generation capacity from renewable energy sources.

In view of the nature and dynamic development of modern low-carbon technologies, a bottom-up approach should be adopted in connection with scientific research to encourage the development of local approaches to the development of renewable energy sources and energy efficiency, from which innovative and contemporary solutions can be deployed.

Funding for research and implementation of measures to promote energy efficiency and renewable energy sources on a local and household level will attract investments from the most dynamically developing sector of the global  economy.  The strategy should include financial support for transport systems which use renewable energy sources and tax relief and financial incentives for the use of energy-efficient and non-polluting means of transport by state and local administrations, private companies and individuals.
Environmental impact

The strategy should include measures to improve existing regulations for energy generation from renewable sources, differentiated according to capacity, proximity to potential consumers, environmental impact and opportunities for restructuring and modernisation.

The new draft energy strategy completely fails to take into account EU biological diversity protection policies, in particular the overall European target of ending biodiversity loss in member states by 2010.

Energy generated from the combustion of household waste should not be treated as a renewable energy source by Bulgarian legislation, as the use of technologies based on waste combustion give rise to new and intractable environmental problems in connection with emissions of persistent organic pollutants (POPs). This should be stipulated in the energy strategy.

The development of the energy sector, including renewable energy sources, should not conflict with biodiversity conservation as stipulated in the Birds Directive (79/490/EC), the Habitats Directive (92/43/EEC) and the Water Framework Directive and energy generated from the combustion of household waste should not be treated as renewable by Bulgarian legislation.

Climate change

The energy strategy draft fails to set any specific target with regard to combating climate change.  The strategy should aim for solidarity in Bulgaria’s participation in achieving the ambitious EU goal to take measures to prevent the average global temperature exceeding the 2°C threshold.  The energy strategy should evaluate various scenarios to achieve this target.  One of these scenarios should set a minimum greenhouse gas emissions reduction target of 30% by 2020 through the development of renewable energy sources and improved energy efficiency, for which Bulgaria has great potential.  The strategy should comply with overall European targets for combating climate change and should ensure a direct Bulgarian contribution to achieving them and supporting the leading role of the EU in this area by setting even more ambitious greenhouse gas emissions reduction targets.

Parallel strategies are needed for the implementation not only of climate change mitigation, but also of adaptation measures to cope with the inevitable impacts of climate change: regional and local projects and incentives for scientific research and exchange of information.

A comprehensive evaluation of the costs and benefits of each of the energy sector development scenarios is needed.  In addition to the traditional cost and environmental damage and human health damage assessments, climate change adaptation measures should be included.  The latter requires the parallel development of a comprehensive national climate change plan which includes a section both on mitigating the effects and on adapting to climate change impacts in sectors such as agriculture, forestry, and the protection of natural ecosystems, water and soils.

The strategy should include a section on public information in accordance with Art. 6 of the UNFCCC.

Other issues

In order to improve the energy efficiency of the Bulgarian economy and reduce the environmentally harmful impacts of the transport sector, the development of an intermodal container system for overland and maritime transport connections should be a priority.  Development and modernisation of rail transport and its integration into urban agglomeration development plans should also be a priority.

Measures should be introduced to make the use of small-engined, low-emission electric or hybrid vehicles compulsory for state and municipal institutions and to initiate the compulsory introduction of renewable energy installations in investment projects for state and municipal administrative buildings and complexes.  This would not only reduce the overhead expenditures incurred by the institutions, but would enhance the awareness and knowledge of the local population by setting a good example in practice.

The strategy fails to take into account expenditure on the storage of spent nuclear fuel and for the decommissioning of nuclear reactors.  This financial expenditure should be indicated and included in the pricing of electricity from nuclear power plants.  This would have a considerable impact on the costs and prices, and hence the rationale for the production of electrical energy from nuclear power plants.

Correct calculation of the expenditure should take into account all externalities, including environmental and public health impacts, etc.
Conclusion

Taking the proposals set out in this document into account would allow Bulgaria to develop the respective low-carbon or carbon-neutral industry and markets, which would enable the country to achieve full energy independence from fossil fuels by 2040 and full independence from energy resource imports. This would guarantee the energy security of the country.
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� � HYPERLINK "http://en.wikipedia.org/wiki/IEC_61850" ��http://en.wikipedia.org/wiki/IEC_61850� : an open standard of communication between sub-stations in the distribution network is a precondition for the effectiveness of electricity distribution and switching to small renewable energy sources.





