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Introduction

The history of Slovak Republic’s energy policy is rather short. After the split of the federation with Czech Republic, the government of independent Slovak Republic already in August 1993
 approved the Energy policy concept of the Slovak Republic up to 2005. The second updated version of this concept was approved in September 1997
 when government tasked the ministry of economy with drafting of the energy policy. The first Energy Policy of Slovak Republic thus came to life in January 2000.
 From the time of its conception, four governments later, it can be observed, that despite the fact that the major energy policy documents have been prepared across different administrations, there are many common elements: The Slovak Energy policy across all governments who had their hand on it, continues to be hardly ambitious, is far from being tailored and effective, and lacks solid security component. Perhaps largest problem is that the declarations embedded in it, relevant to energy security are mainly reiterated for the past decade, without much action being taken on them by any of the governments, or without any reflection on new needs, developments, or even implementing solutions for the previously identified ones.

Energy policy in Slovakia has so far been mostly just an obligatory tick-box in the accession negotiations to the EU and complying with the recommendations of the International Energy Agency (IEA). Instead of being a supportive tool for the improving of the economic outlook and economic competitiveness, it has too often been a tool for blanket welfare and particularist social policies. The focus of ‘welfare’ policies conducted through the energy has not only been the needy citizen, but also the excessively energy-intensive, and economically inefficient businesses. Because of this, Slovak Energy Policy has at times caused the slow-down of the necessary transformation and restructuring of the economy, instead of promoting the coping with unavoidable change.

The current-government approved Energy Security Strategy, which in itself is an applaudable step. Is at least nominally, a step taken in a new direction completing the set of all documents that should make-up the energy policy toolbox. Nonetheless, there is still long way to go for Slovak Energy Policy. Especially in the implementation phase, in setting and following-through of priorities, and in improving the coherence among  declarations made, actual policies implemented, and actions taken.

Energy policy, despite its intrinsic relation to industrial policy and impacts on the industrial and economic transformation was never a genuine priority for any of the governments. No government has fully grasped the need for a well-prepared and comprehensive energy policy, including all the necessary aspects, and actually providing for priorities, and support for its implementation. No policy was sufficiently balanced, since all governments preferred their particular, and often particularist priorities to any consensual solutions. Effective strategies should be prepared in the atmosphere of societal, or at least cross-political consensus so that they do not have to be significantly changed with each new governmental establishment. This should be particularly true about the security aspect of the Energy Policy.
 Nonetheless, since the true security aspect and a genuine practical aspect of the policy was and still is largely absent,
 the consensus on empty words is always easy to reach.

Meciar’s governments preferred delayed economic transition, and policy of economic nationalism, and therefore chose to prefer close cooperation with Russia, in exchange for (perceived) privileged role of the “bridge between EU and Russia”(C.f. Duleba, 2003) and preferential treatment in energy trade instead of more transparent market approach. Dzurinda’s government preferred liberalization process, and in the context of EU accession also started the approximation of energy legislation, unbundling and privatization. The question into what extent was this related to the understanding of real policy need, and into what extent was it only an aspect of access negotiations remains a question for further research. Finally, the current Fico’s government continued with the implementation of EU energy legislation, and issued the most recent strategic document – “Energy Security Policy.” Nonetheless, the visible disparity between some of the aspects included in the document, such as pronounced need for strengthened role and independence of regulatory bodies, and the actual rhetoric and acts of the government point towards great disparity and incongruence. The everyday politics supports the opinion that the words and promises of this government embedded in the policy documents are one thing, but acts and implementation are rather different.  In this context it is again questionable into what extent is this most recent energy policy meant seriously and focuses beyond the particular interests of the particular administration. Despite this ‘high-level’ political statement made in the Energy Security Strategy, Fico’s government is just another Slovak government that is unwilling to pay the price for the National security.

When the question of low ambition was raised during informal discussions with Slovak energy policymakers, the reply received was that in the context of historical legacy and current economic possibilities, higher ambition is not possible. Most of the countries surely are in a specific situation, and therefore pointing towards examples in other countries is often disregarded as irrelevant. Nonetheless, Slovakia has shared 75 years of its history with Czech Republic in a same state. Since not only the shared legacy, but also the natural conditions of these two countries are relatively comparable, one can argue that these two countries can be compared in terms of their energy policies, and therefore comparing these two countries offers vivid test for the feasibility of providing for increased energy security in the conditions of a small economy, with legacy of heavy dependence. The example of Czech Republic shows quite clearly that it is possible to disentangle from the legacy of dependence, and improve the sovereignty and energy security despite the previous import dependence. 

Energy policy should be an integral part of state economic policy; it should include a long-term strategic orientation, and continuous assessment of capacity to respond to the particular security challenges, which Slovakia faces in this area. It should be a comprehensive system of legislation, practical policies, and their prioritization, including continuous assessment, policy-making and implementation – putting the ideas into life. Without going into unnecessary legal(istic) analysis of energy legislation of Slovakia,
 which has been mostly developed under the influence of integration process, I will rather focus on what the energy policy in Slovakia has been, what it continues to be, and what are the main problems of the current Energy Policy in Slovakia. Finally I will offer brief reflections on possible improvements. Where appropriate, I will draw upon experiences of Czech Republic, country in similar situation and conditions, and how she has coped with challenges to her energy policy.

Energy policy is a particular policy area, which has economic, defense, and social objectives. Any policy can be identified by strategy, and legislation that lists the policy goals; and practical implementation steps – actions leading towards their achievement. The energy policy contains aspects of supply, demand and price mechanism. 

The state is the right actor for implementing the energy policy through a wide variety of tools, because it is best positioned to (1) coordinate and assure the stability of supply (or demand in case of energy exporting country), (2) manage the domestic demand, and (3) be the provider and manager of last resort in case of serious disruptions or crises.

The coordination and assurance of stability of supply

The more 'traditional', and at the same time more security-relevant aspect of energy policy, which is related to the state as the body of last resort in case of crisis or war; is the stability of supply and crisis management. State guarantees sufficient energy availability for conducting the essential state services, such as emergency medical aid, law and order enforcement, and maintaining the sovereignty of the state through military readiness and capability. This ability of Slovakia was seriously tested in the January 2009, when for the first time in history, the hypothetical n-1 scenario in gas sector was experienced.

The usual effective means for this aspect of energy policy are through creating suitable investment climate, and incentives for domestic energy production where possible, and assuring stable international investment environment for energy imports through negotiation of international trade and cooperation agreements. Finally, the administration of state strategic material reserves, which should be the means of last resort, used only in times of crises, and crisis management and regulation (as was experienced in this year’s gas crisis).

Demand management

State can rarely influence the incidence of primary energy resources on its territory, and incentivizing production and investment into energy production is usually not sufficient to cover all prospective (demanded) consumption. Therefore, the major aspect of the energy policy should be the management of domestic consumption, and assuring availability of imports. Energy is a scarce resource, and in the context of negative externalities for the environment, the price of the already scarce commodity needs to reflect also the value of these externalities. State can influence domestic consumption through creating and managing incentives, and through regulation, fines and subsidies. 

Regulation and price mechanism

Perhaps the most popular aspect of Slovak energy policy, with the politicians, and recently also colorfully exhibited by the Fico’s government has become the regulation and, (or rather for) prices of energy. Since theoretically, the network industries, such as energy supply can exhibit aspects of natural monopoly, there is a widely accepted notion that state should be a market regulator in order to supplement the market competition in order to achieve the efficiency. Nonetheless, as the popular saying has it, “although, in theory there is no difference between theory and practice, in practice there is”
 the efficient market regulation does not come easy. As mentioned last year (Nosko, 2008c) the problems with regulation require prudent policy making. 

In the absence of – or presence of only – inefficient market competition, regulator should aid price-setting mechanism at a level providing for sufficient incentives to invest into production and generation, while creating opportunity for new market entrants, and the necessary scarcity for consumers to be willing to rationalize their energy use. Arguments, that economic actors are still creating profits in different sectors of their business and therefore should subsidize the state’s social policies are not appropriate, especially when presented by government officials and politicians. 

The differing perceptions of the role of state and the aims of the regulator are clearly visible across the establishments in Slovakia. The Meciar’s government preferred economic nationalism, postponed economic transformation and restructuring. This, combined with party-cronyism-motivated privatization, led to irrational impacts on the energy policy, such as selling of the Nafta Gbely company, including the strategic gas storage, before privatization of any other energy assets in the country! The perspective of Dzurinda’s government on the other hand preferred market mechanism. Undoubtedly, also under the ‘pressure’ from EU, it strove to set up a stable regulatory system, including (legal) unbundling of vertically integrated energy companies. The policy documents illustrate the market-based approach to energy policy, (at least nominally) seeking to strengthen the market integration through supporting of cross-border interconnectors, and support for foreign direct investment in to the energy sector. 

Fico, who has openly criticized Dzurinda’s privatization of energy assets, has focused on using the regulator as a tool for welfare policies. Fico’s government has even attempted to infringe on the independence of the regulator, (Slovák, 2008) or to (often implicitly, sometimes even more openly) suggest the producers to cross-subsidize the residential sector at the cost of transit (Krajanová, 2008). The verbal war waged recently by the Prime Minister against the international energy investors in Slovakia (SME, 2008b) was more than just a populist rhetoric to increase his approval ratings. It revealed that his government does not (want to) understand what effective regulation means. It also illustrated that his government can imagine role of state in influencing of the market only through ownership participation of the state in the market. This is nonetheless congruent with his ‘socialist’ ideology
, so one should not criticize him based on this. Just as Dzurinda’s government should not be blindly criticized for privatization as such, since it was a step fully congruent with the ideological position of that particular government. What nonetheless should be analyzed is how these steps are affecting the ability of state to cope with changing environment and the ability to provide for the necessary energy security. In case of Fico, how his socialist regulation affects future ability of state to conduct welfare policies, and in case of Dzurinda how his privatization affected the effective functioning of the market.

Development of Energy Policy

At the beginning of this contribution, I noted that Slovak energy policy is hardly ambitious, it is far from being effective and customized and that it lacks solid security component. Since this claim is quite strong, and during informal interviews, policymakers stated that they did their best and not much more could have been done in the given context, let me elaborate. After the 1993, when Slovak Republic entered history as an independent state, serious and complex discussion of energy policy was inadequate. Mečiar’s first government was (understandably) overly focused on the ‘state-building.’ The primary energy-relevant discussion was consumed by the finishing of the hydroelectric power plant (HPP) on Danube – the Gabčíkovo (-Nagymaros) cascade, and by questions around building of the nuclear power plant (NPP) Mochovce. The construction of Gabčíkovo HPP was surrounded by international dispute with Hungary
, while construction of Mochovce was suspended due to the lack of resources in early nineties, and only resumed in 1995. The ongoing transition and general industry and economy restructuring can also explain the lack of proper discussion and policy-making in the energy sector. Unfortunately, this exceptional moment was not seized early on, to use the crisis for necessary leap-changes.  Although discussion about the state energy concept existed already from the late 1992 and early 1993, the first discussions of energy policy started only in the ‘second’ policy cycle in 1995, resulting in the first high-level mentioning of energy strategy in the fall 1997, four years into the existence of Slovak Republic. It is only than that the government has noted the updated “energy concept” and tasked ministry of economy to produce an “energy strategy.” From the wording of the government resolution
, and especially point B4, it is clear that this step is only one of the necessary conditions in order to fulfill the convergence of national policies with the EU policies, as a part of general accession negotiations.

While Czech Republic during this time heavily invested into real (and expensive) diversification of both oil (1995), gas (1997)
 as well as nuclear fuel supplies
. Slovak political elite was focusing on promotion of ‘Carpathian democracy.’ This was illustrated by continuous political backwardness, using of state intelligence services for political goals (SME, 1999), privatization of strategic gas storage capacity,
 creation of common Russian-Slovak gas company, SlovRusGas to exploit the ‘privileged’ position of Slovakia, as a bridge between Europe and Russia (Duleba, 2002) and its ‘good relations’ (Smith, 2004) with the latter, as well as dividing the national economy among the party cronies, without any positive impact on the security of the country.

The energy policy document approved by Dzurinda’s government in 2000 was not too wordy, but it set out a number of strategic (legislative) goals, which were actually fulfilled. Besides explicitly noting the aim of “preparing for integration into the internal market of EU.”
 The document was criticized by NGOs, for being “patchy, imprecise and opaque, and thus failing to fulfill requirements for an Energy Policy of the Slovak Republic.”
 Besides the criticism, it is nonetheless important to note that it was the Dzurinda’s government that created the energy regulator (2001), as well as made a significant progress in the preparation of the necessary legislation towards creating an energy market. In the energy security respect, it was this government that set out the goals and made a significant progress towards achieving the 90 days of state strategic reserves of liquid hydrocarbons.

Dzurinda’s government, under the influence of speeded-up accession process has prepared complex legislation in energy policy area, including the new energy law, regulation law, nuclear energy law, as well as policy-concept of renewable energy use. The rapidity with which reforms in energy policy area have been taken is illustrated by the fact that Slovakia fulfilled the EU legislation conditions for concluding the Energy chapter already in 2001. Nonetheless, the privatization of the transit infrastructure owner SPP, and Transpetrol, during this time, was heavily criticized. Besides the political motivation, the criticism often included also corruption allegations (SITA, 2006). Dzurinda’s government clearly preferred market efficiency achieved through market competition. This was besides the privatization of SPP and Transpetrol marked also by 66% privatization of the electricity producer Slovenske Elektrarne to Italian energy company Enel. 

Fico’s government which followed, returned to rhetoric of autarchy, shielding the economy (or rather selected economic actors) from market competition, and preference to economic nationalism. (Nosko, 2008b) This can be illustrated by the buy-back of Transpetrol, which according to some insiders, as well as the media, (Kuznecova 2008) was done with quiet agreement of Russian side, with the possibility to hand-over the Yukos shares ‘back’ to Russian control.
 Although the privatization of transport infrastructure to an oil producer, as happened during Dzurinda's administration is clearly the worst choice for the supply security, the fact that Fico rhetorically bundled this buy-back together with possibility of buy-back of shares in gas company SPP, and the fact that  after the January 2009 energy crisis, he invited Gazprom to enter slovak residential gas market, points to the fact that his motivation was not primarily in increasing of the economic, and especially energy security of the country.  

The first genuine test of Slovak Energy Security took place in January 2009. The realistic assessment is that government has failed, and the commercial actors to whom Dzurinda’s government privatized the gas company provided the final solution. It’s true that government could not do much, since the infrastructure is under the managerial control of the private companies. Nonetheless, seeing the respect during, and outcomes of the ‘diplomatic’ negotiations, which Fico tried, (Niknikolay 2009) it was clear that Slovak political leadership was caught by surprise and unable to negotiate a solution. The populist-macho stunt of publicizing the restarting of NPP Bohunice, previously shut down as a part of deal with the EU (and generously paid for), was diplomatically unprepared. The most optimistic outcome could have been  in reconnecting the NPP Bohunice. In the context of support of Czech republic (and the agreement that Czech Company CEZ would build a new NPP in the same location) which held the Presidency of the Council of the EU, the Slovak government should ‘just’ have done some diplomacy homework. Slovakia was one of the hardest hit EU Member States, being on the verge of comprehensive (gas as well as electricity) blackout. Since there was no voiced (or even informal) protest from the European Commission, and had the Slovak government pre-negotiated this with the Austria, and assured the diplomatic support of some other EU Member states (France and Germany should have been the obvious targets of informal diplomacy), this rhetorical ‘stunt’ could have been turned into a major victory of Slovak diplomacy in the energy area. The reality is that this was indeed ‘just’ a populist rhetorical stunt aimed at Slovak electorate, causing surprise across EU, and bad feelings especially in Austria.

The inability of the Slovak government to use diplomacy in order to improve the energy security can be further illustrated by the mediocre results of negotiations for community support for the energy interconnectors. Significant funding which became available was not sufficiently lobbied for, while Slovakia was clearly one of the most vulnerable states as illustrated during the January crisis, other member states gained much larger financial support, and Slovakia was allocated only 30 million EUR for gas interconnector between Veľký Krtíš and Vecsés, and 20 million EUR for gas interconnector to Poland, while the share on 80 Million, for reverse gas flow is to be divided among 12 EU Member States. (European Commission, 2009; Council Of The European Union, 2009; European Parliament, 2009).

It is commendable that these interconnectors are, mainly thanks to the Community financing, going to be built. Many analysts, including author of this text (Nosko, 2008), have previously called for building of these interconnectors (both for gas, and electricity). This logic is further supported by the fact that LNG terminal in Poland is also listed among the projects to be supported. One can only further reiterate, that Slovakia should cooperate with its neighbors. Slovak government has also signed a contract to build new nuclear power plant in the area of decommissioned NPP Bohunice, (CEZ Group, 2009) this move, in itself a good step towards supporting the stability of electricity supply and strengthening the sovereignty of Slovakia was legitimately criticized as being in the breach of European public procurement legislation, since there was no public tender set up to select a strategic partner in the project (Greepeace, 2009).

Conclusion

Although no major catastrophe happened yet, Slovakia has not lived up to the requirements for providing necessary energy security for its citizens. No matter which government was in power, not enough serious action was taken to provide for the necessary measures that could pay off in case of crisis. Insurance is always too expensive in the good times. Relying on good compassionate neighbors to help out when the bad times come is not a good policy. In addition, once Russia succeeds in finishing alternative gas corridors, it will have the option to pick-and-choose, with almost surgical precision, on which EU countries to point its energy weapon. In the context of previous experience (problems of oil supplies to Czech Republic and Lithuania) when ‘technical’ problems follow political or economic disputes, prudent policy-makers should not rely on others to assure the economic sovereignty of their country. 

Slovakia cannot afford to disregard its energy security. If it means seriously its membership commitment in NATO and EU, and having the possibility of independent foreign policy, it cannot remain economically dependent on a single, and often hostile power outside of all frameworks and alliances in which Slovakia takes part. Although dependence in itself can be manageable, dependence without alternatives clearly is not. 

Slovakia should be in the forefront of supporting the genuine energy market in Europe, in building cross-border interconnectors not only for gas, but also for electricity and oil. This is not only rational for its own security, but thanks to the geographical position, it can have an economic rationale as well. Slovakia’s political elite should not only talk about the importance of energy in its policies, but also act on its policy documents. While Czech Republic is already getting ready for the future eventuality that there may not be any gas flowing through Ukraine (and thus neither through Slovakia) and is already working on the system interconnector OPAL (Eckert, 2009), and Gazela (Hulpachová, 2007). Slovakia is still struggling to get going with projects that were making news twenty years ago, (Brabec et al., 1994) and promoting actions that are closer to the party interest rather than that of the country.
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� Based on the Energy concept of the Federal republic of Slovakia, in UV 0068/1992 from 4/2/1992, which was updated and approved by the government of the sovereign Slovak Republic in UV 0562/1993 from 17/08/1993.


� When Meciar’s government charged Ministry of Economy to prepare a draft of energy policy by October 2000. In UV 684/1997 from 30/09/1997. 


� Approved by the first Dzurinda’s government by UV 5/2000. 


� For the definitions of energy policy and economic security, see Nosko 2007.


� While one should recognize the role of Dzurinda’s government in setting up the first necessary conditions such as system for state strategic reserves, which nonetheless can be seen as ‘just’ complying with the EU accession requirements. The Energy Security Strategy adopted by Fico’s government cannot be seen as a proper energy security policy document, since it suffers from all the deficiencies as the previous policy documents.


� Excellent overview of energy relevant legislation can be nonetheless found on the website of Slovak Regulatory office for network industries (ÚRSO), as well as on the website of Slovak Innovation and Energy Agency (SIEA), links are noted at the end of this chapter. 


� Quote commonly attributed to Yogi Berra.


� Although one can perhaps better argue that it is a populist version of nationalist socialism, but this discussion cannot be extended here and is not relevant for the purpose of this text.


� In Slovakia, also due to ongoing state-building, finishing of the Gabčíkovo HPP was seen as a major state-building act, while in Hungary stopping of this large-scale ‘megalomaniac’ construction was seen as a part of democratization and transitioning towards civic-dialogue based society. These two different perspectives were at the heart of the conflict and tainted the impossibility of reaching a common agreement.


� Government of Slovak Republic, UV 684/1997 from 30/09/1997.


� Oil supplies to Czech Republic were diversified by building of IKL (Ingolstadt-Kralupy-Litvinov) pipeline, thus connecting Czech republic with the TAL (Trans-Alpine) pipeline in Germany. The gas supplies were diversified by signing a contract with Norway (currently covering 25% of supplies) and building an additional reverse import infrastructure on the export node of Hora Sv. Kateriny – Olbernhau. It is worth mentioning, that the plans for the IKL-TAL diversification pipeline were prepared b the federal CSFR, and an alternative plan included building of connector from TAL-AWP to Slovakia. Although the distance of this pipeline is incomparable (AWP connector being shorter) this pipeline has still not been built 15 years after the Czech alternative has been in operation. (C.f. Turanský, 2009). 


� Also the original plans have been altered to provide for the ‘diversification’ of nuclear fuel, since Temelin NPP was to be supplied by US ompany Westinghouse, while the other NPP – Dukovany was still to be supplied by Russian fuel. 


� Slovakia has uniquely privatized the storage before the high-pressure transmission. (C.f. Gottweisová, 1998). 


� Energy Concept of Slovak Republic, public mirror available via SME, � HYPERLINK "http://www.sme.sk/c/1627702/energeticka-koncepcia-slovenskej-republiky.html"��http://www.sme.sk/c/1627702/energeticka-koncepcia-slovenskej-republiky.html�, (accessed on 21/06/2009).


� NGOs actually proposed an alternative document ENERGIA 2000, Iniciatíva za alternatívne riešenie slovenskej energetiky: Materiál na verejné prerokovanie Energetickej politiky SR, � HYPERLINK "http://web.archive.org/web/20020318202040/www.fns.uniba.sk/pravo/energia/e2000/index.htm"��http://web.archive.org/web/20020318202040/www.fns.uniba.sk/pravo/energia/e2000/index.htm�, (accessed on 21/06/2009) see also � HYPERLINK "http://web.archive.org/web/20010420071316/http://www.seps.sk/zp/stuz/ii/9943/2.htm"��http://web.archive.org/web/20010420071316/http://www.seps.sk/zp/stuz/ii/9943/2.htm� (accessed on 25/04/2009).


� “I would bit reformulate this argument since, first, there is no relevant sign that the current government plans to sell the former Yukos share in Transpetrol to any new investor; second, it was a mistake I think to sell the Transpetrol to an oil producing company; third, the state control over the oil transit company in Slovakia is better than its control by any oil producing company; fourth, the best option would be a consortium of refineries that would use it for oil imports; anyway, the issue is much more complicated and should be discussed in more relevant scope. I would recommend to the author to avoid too simplified statement concerning the motives of the current government in the case of Transpetrol.” - Opponent's comment.


“I agree with the opponent's assessment of the privatization of the Transpetrol. I also agree that (besides the Russian sources as cited above) the conclusive evidence for Slovak government's intent to hand over the transit assets back to Russians is missing. Nonetheless, according to an allegations from an informed source from the Slovak administration, this step 'must have been coordinated with the Russians'. Also, the fact that  ministry has turned down alleged 'offer' of Czech state-run owner of oil infrastructure MERO, to exchange the stocks (and which could improve the possibility for coordinated Czech-Slovak oil imports diversification as planned in early 90's), points to the intentions for buyback which are less motivated by increasing of the energy security, than economic nationalism.” - Author's comment.





