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Executive Summary

Serbia’s green transition has moved from formal alignment to early implementation, but the
implementation base remains incomplete and late. Energy, climate, CBAM, carbon-pricing and
just-transition documents now provide a stronger policy foundation than Serbia had only a few years
ago. The system, however, is not yet operational at the level required by CBAM, EU climate alignment
or industrial decarbonisation. Several implementing acts still have to be adopted, and key rules
arrived after companies had already entered the 2026 tax year and the definitive CBAM period. The
immediate challenge is therefore not to declare another strategic commitment. It is to build the
administrative, fiscal and firm-facing delivery system that can produce usable CBAM documentation,
verified product emissions, bankable projects, transparent budget support, credible power-sector
transition, supplier readiness and targeted protection for workers and households.

Green Industrial Policy is used here as an economy-wide delivery agenda. It covers cleaner
energy and carbon pricing, while also addressing EU market access, CBAM documentation, industrial
upgrading, investment, supplier capability, firm-level finance, skills, just transition and social
protection. This framing follows the shared Western Balkans GIP framework, which treats
decarbonisation, competitiveness, financing, skills, social protection and EU alignment as connected
policy functions. Serbia’s national specificity that we analyse in continuation is its delivery
architecture, i.e. how to make existing instruments operational for firms, suppliers, EPS, workers and
households.

Serbia’s energy transition is still constrained by the coal-based electricity core. Fossil fuels
accounted for 82% of total energy supply in 2024, while coal still generated 66% of electricity in
2025. This is far from the 2030 pathway set in the INECP, which targets a 33.3% reduction in GHG
emissions relative to 1990, around 45% renewable electricity and at least 3.1 GW of new wind and
solar capacity. Renewable-energy auctions, EPS's solar programme, hydropower rehabilitation and
the planned Bistrica pumped-storage project create a more visible pipeline, but implementation still
depends on grids, project preparation, financing, tariffs and cost recovery. The Fiscal Strategy
estimates near-term electricity-CBAM effects at EUR 20.7 million, or EUR 14.5 million if the national
energy mix is reflected in the emissions factor, while the Fiscal Council’s estimate of around EUR 180
million in 2026 should be read as a stress test that also includes lost EPS export revenue and relies on
a period of atypically high exports. Electricity should therefore be treated less as a conventional
export exposure and more as a power-system transition risk. Serbia’s capacity to export domestically
produced electricity to the EU is limited, and CBAM makes lignite-based exports even less
commercially viable. The larger risk is that EPS could face EU ETS-equivalent carbon pricing before
the generation mix has decarbonised. Depending on the prevailing CO, price and any negotiated
transition treatment, this could expose EPS to annual carbon costs in the order of EUR 2-3 billion,
with consequences for tariffs, households, electricity-intensive industry and public finances.

Serbia’s direct CBAM trade exposure is primarily goods-side exposure, concentrated in a
limited number of sectors, companies and value chains. CBAM-covered industrial goods exports
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to the EU amounted to EUR 1.44 billion in 2025, led by iron and steel and aluminium, with fertilisers
also relevant. Cement has low EU export value, but it remains important because process emissions,
price effects and domestic-market diversion can matter even when exports are small. The Fiscal
Strategy estimates the direct CBAM effect in 2026 at around 0.16% of GDP. In the baseline scenario,
before recognition of Serbia’s domestic carbon price, the total direct effect including electricity is
estimated at EUR 140.2 million in 2026 and EUR 161.4 million in 2029. Excluding electricity, the
estimate is EUR 118.4 million in 2026 and EUR 139.6 million in 2029. These figures use CBAM default
emission values, unchanged 2025 export levels and a fixed CO, price of EUR 75.36/tCO,e. However,
these assements do not include wider effects through lower exports, administrative costs (including
report verification), contract renegotiation, investment delays, relocation or supplier exclusion. They
also do not show what individual firms would pay if they document lower actual emissions or if
Serbian carbon payments are recognised under CBAM deduction rules.

CBAM will affect companies through documentation and contracts before it appears only as a
certificate cost. Serbian exporters need product-level emissions data, proof of effectively paid
domestic carbon prices, tax attribution to products, verifier access and buyer-facing templates.
Larger companies may already have installation-level MRV systems, environmental staff or group-
level reporting capacity, but they still face a gap between installation-level reporting and product-
level CBAM documentation. Smaller exporters and suppliers face higher fixed costs for emissions
calculation, energy audits, advisory services and verification. Policy should therefore be organised
around functions rather than sectors alone. Direct exporters, firms facing contractual risk transfer,
companies exposed to default-value risk, suppliers in EU-facing value chains, firms exposed to
domestic-market diversion and firms with upgrading potential need different support routes.

The two carbon-pricing laws create a domestic fiscal channel, but not yet a financing system.
The Law on the Greenhouse Gas Emissions Tax and the Law on the Tax on Imports of Carbon-
Intensive Products apply from 1 January 2026, with a starting rate of EUR 4/tCO,e and first returns
and payments due by 31 May 2027 for the 2026 tax period. Their value depends on whether EU
declarants can deduct effectively paid Serbian carbon prices under CBAM rules. That requires
implementing acts, proof of payment, product attribution, verifier practice and data exchange
between Customs and the Tax Administration. Two implementing acts adopted in June 2026 create
the tax-credit and incentive routes, but they do not complete the framework or demonstrate
delivery. The Article 4 tax-credit route is narrow and electricity-related, while the Article 7 incentive
route is taxpayer-facing. Networks, vulnerable households, municipalities, just-transition bodies,
supplier-readiness functions and firms outside the current tax scope need separate budget-visible
channels.

Financing needs are large, while the investment path remains underprepared. Serbia’s INECP
points to about EUR 29.9 billion of investment needs by 2030, and the Fiscal Council estimates that
the public sector and state energy companies may need to carry 60-85% of INECP-related
investment, or more than EUR 20 billion. Actual investment by state energy actors was slightly above
EUR 1.1 billion in 2024, compared with an estimated annual need of EUR 3-3.5 billion in 2025-2030.
Priority energy projects already face delays in spatial and technical documentation, unresolved

= CBAM Readiness and the Green Industrial Transition in Serbia



property-rights issues, weak pre-investment preparation and cost revisions. Carbon-pricing revenues,
RGF, WBIF, IPA Il and IFl finance can support the transition only if tied to visible budget
programmes, SOE plans, tariffs, guarantees, project pipelines, public calls and verified results. The
first practical test is whether the 2027 budget turns carbon-related support into visible, bankable and
monitorable measures.

The just transition requires planning that workers and municipalities can use. Serbia has
adopted a Just Energy Transition Plan, but implementation remains early. Direct employment in
thermal power plants and coal mining is estimated at 25,288 workers, with risks concentrated in
Kolubara, Kostolac and Resavica. A distant coal phase-out horizon gives limited guidance to EPS, PE
UCM Resavica, municipalities, training institutions, workers and local businesses. Credible planning
requires plant and mine milestones, worker segmentation, redeployment pathways, mine master
plans, land rehabilitation, local diversification projects, district-level financing envelopes and annual
reporting. Serbia also needs an official green-jobs definition, aligned with the ILO framework, so that
labour-market institutions can track occupations, design programmes and measure placement
outcomes.

Energy poverty is a constraint on tariff reform and carbon pricing. Serbia already protects
vulnerable electricity customers, but payment arrears, poor housing quality, inefficient heating and
inability to keep homes warm show that the problem is broader than electricity bills. Broad price
suppression weakens investment signals and does not improve household energy performance. The
more durable model is targeted protection combined with housing renovation, efficient heating,
appliance replacement and clean-energy access for vulnerable households. This should be planned
together with tariff reform, grid-fee adjustment, carbon-pricing alignment and EPS decarbonisation.

Serbia's industrial policy model has been largely asymmetric. The strongest routine remains
investment attraction, while company upgrading, supplier readiness, product-level data, finance
preparation and verified performance are handled through smaller and more fragmented channels.
The 2026 incentive decree creates a legal basis for budget-funded decarbonisation support for GHG-
tax taxpayers, but the first budget allocation, public calls, project selection, absorption and verified
emissions reductions will determine whether it becomes a functioning instrument. Eco-Industrial Park
pilots point to a useful shared-infrastructure model, but they are still pilots, not a national delivery
framework. The missing layer is an operating pathway that connects sector priorities and firm
diagnosis to project preparation, finance, implementation and verified outcomes.

What Serbia should do next

Complete rulebooks, proof-of-payment and rebate/compensation documenta-

Make CBAM and tion, product-level templates, guidance on product-level emissions allocation

carbon pricing op-  and verification readiness, and Customs—Tax Administration data exchange so

erational Serbian carbon payments can support CBAM deductibility where EU rules allow
it.
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What Serbia should do next

Use the 2027 Budget to create visible programme lines for taxpayer-facing de-
carbonisation and wider transition functions, including MRV readiness, supplier
upgrading, energy-efficiency support outside covered installations, vulnerable-
household protection and just-transition measures. Assess a Green Fund or
dedicated decarbonisation fund as a legal-fiscal traceability option under fiscal-
consolidation, governance and State aid safeguards.

Make carbon-
related support
budget-visible

Operationalise the existing SME green-transition roadmap into a Green-SME
and supplier-readiness pathway with a single entry point. Connect DAS, CCIS,
the Innovation Fund, banks and IFls around diagnostics, audits, MRV-lite and
product-carbon tools, project preparation, finance, implementation support,

verification readiness and buyer-facing reporting.

Build firm and
supplier capability

Develop a power-sector carbon-pricing, electricity-CBAM and financing
roadmap that covers market coupling, EPS decarbonisation, grid investment,
Article 4 tax-credit use, PPAs, guarantees of origin, zero-injection self-
consumption, tariff reform, household protection, Article 2(7) route/conditions
and possible EU transition-period or dedicated support options.

Prepare the pow-
er-sector roadmap
and EU negotiation
position

Strengthen project  Publish a bankable energy-transition project pipeline with documentation sta-

preparation and tus, land and property issues, procurement readiness, initial and revised values,
fiscal-risk trans- financing sources, guarantee exposure, SOE investment commitments, expected
parency tariff or budget implications and implementation calendars.

Move from distant phase-out dates to plant and mine milestones, worker seg-
Turn coal transition  mentation, redeployment and retraining pathways, mine-land reuse, local diver-
into local planning  sification, district-level financing and annual reporting on coal-region spending
and outcomes.

Adopt an ILO-aligned green-jobs definition, publish annual Just Transition Plan
progress reports, introduce Just Transition Vouchers linked to labour-market
demand and placement indicators, and link tariff and carbon-pricing reforms to
targeted household support, including bill protection, housing renovation, effi-
cient heating, appliance replacement and clean-energy access.

Protect workers
and households

Develop a national Eco-Industrial Park framework based on pilot sites under

Develop shared development, with open-access rules, State aid screening, shared energy ser-
low-carbon infra- vices and infrastructure where feasible, water, wastewater, waste and material-
structure flow services, resource-efficiency and environmental-performance indicators,

and two to three pilots with financing and monitoring plans by 2028.

The report’s central message is that Green Industrial Policy should finance productive
adjustment. Public support should help companies reduce future exposure through energy
efficiency, cleaner inputs, process upgrades, clean-electricity access, product-level emissions data,
supplier upgrading and shared infrastructure. The same logic applies to workers and households.
Transition finance should support credible local diversification, measurable reskilling outcomes and
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targeted protection for energy-vulnerable households. Serbia’s next policy cycle should connect
existing instruments into a delivery system with budget visibility, State aid discipline, project
preparation, institutional ownership and public reporting.

The report follows this implementation logic. Chapter 1 sets the energy baseline and explains why
coal, grids, tariffs and EU integration shape the transition. Chapter 2 assesses CBAM exposure, MRV,
electricity and domestic carbon pricing. Chapter 3 examines coal-region employment, green jobs,
skills and energy poverty. Chapter 4 analyses investment needs, fiscal risk, carbon-revenue recycling
and external finance. Chapter 5 reviews industrial-policy instruments, State aid-compatible support
and delivery channels. Chapter 6 presents the sequenced policy package.
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List of Abbreviations

AERS
AIB
BTR
CBAM
CEVES
CHP
CN
CO.eq
DAS
EBRD
EDF
EDS
EIA
EIB
EIP
EMS
EnC
EPS
ESG
ETS
EU

EV
GDP
GHG
GIP

IFC

Energy Agency of the Republic of Serbia

Association of Issuing Bodies

Biennial Transparency Report

Carbon Border Adjustment Mechanism

Center for Advanced Economic Studies

Combined heat and power

Combined Nomenclature (EU customs classification)

Carbon dioxide equivalent

Development Agency of Serbia

European Bank for Reconstruction and Development

Electricité de France

Elektrodistribucija Srbije (Serbia’s electricity distribution system operator)
Environmental impact assessment

European Investment Bank

Eco-industrial park

Elektromreza Srbije (Serbia’s electricity transmission system operator)
Energy Community Secretariat

Elektroprivreda Srbije (Serbia’s public electricity utility)
Environmental, social and governance

Emissions Trading System (EU ETS — EU Emissions Trading System)
European Union

Electric vehicle

Gross domestic product

Greenhouse gas

Green industrial policy

International Finance Corporation
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IFI

ILO
IMF
INECP
IPA
KPI
LULUCF
MEI
MoEP
MoME
MRV
MRVA
MSME
NALED
NDC
NEMO
OECD
PE UCM Resavica
CCIs
PPA
RES
RGF
SAA
SEA
SME
SOE
SPES

VET

International financial institution

International Labour Organization

International Monetary Fund

Integrated National Energy and Climate Plan

Instrument for Pre-accession Assistance

Key performance indicator

Land use, land-use change and forestry

Ministry for European Integration

Ministry of Environmental Protection

Ministry of Mining and Energy

Monitoring, reporting and verification

Monitoring, reporting, verification and accreditation

Micro, small and medium-sized enterprise

National Alliance for Local Economic Development
Nationally Determined Contribution

Nominated Electricity Market Operator

Organisation for Economic Co-operation and Development
Public Enterprise for Underground Coal Mining Resavica
Chamber of Commerce and Industry of Serbia (Privredna komora Srbije)
Power purchase agreement

Senewable energy sources

Reform and Growth Facility

Stabilisation and Association Agreement

Strategic environmental assessment

Small and medium-sized enterprise

State-owned enterprise

Sustainability Performances, Evidence and Scenarios (research project)

Vocational education and training
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Western Balkans Six (Albania, Bosnia and Herzegovina, Kosovo, Montenegro,

WE6 North Macedonia, Serbia)

WBIF Western Balkans Investment Framework
GW Gigawatt

GWh Gigawatt-hour

kWh Kilowatt-hour

MW Megawatt

MWh Megawatt-hour

TWh Terawatt-hour

tCO.e Tonne of carbon dioxide equivalent
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Introduction: Scope and Link to the Regional Framework

This report is Serbia’s national contribution to a wider Western Balkans discussion on Green
Industrial Policy. It builds on the regional framework developed by GAP Institute, which treats green
industrial policy as a way to manage the economic, industrial, environmental and social dimensions
of decarbonisation (GAP Institute, 2025). The framework offers a shared analytical approach and a
menu of challenges, opportunities and policy options that each Western Balkan economy should
adapt to its own industrial structure, energy system, institutional capacity and EU integration path
(GAP Institute, 2025). This report applies that approach to Serbia, where carbon-intensive electricity,
CBAM exposure, incomplete implementation rules and fragmented firm support make delivery
capacity central.

In this report, Green Industrial Policy refers to the policies and institutions that connect clean
energy, CBAM readiness, carbon pricing, industrial competitiveness, firm and supplier
upgrading, investment finance, skills, just transition, social protection and EU integration. The
purpose is productive adjustment. Serbia has to reduce future carbon exposure while helping firms
remain in EU value chains, prepare bankable investments, document emissions, upgrade suppliers,
protect workers and support vulnerable households. Green Industrial Policy is therefore treated as a
competitiveness agenda linked to climate alignment. It connects energy, trade, finance, industrial
upgrading, labour-market policy and social protection around one practical question. Can Serbia
convert formal alignment into capabilities that firms, workers, municipalities and households can
use?

Serbia’s specific challenge is implementation capacity. The country now has relevant strategies,
laws, MRV implementation, carbon-pricing instruments, State aid alignment work, SME and supplier
programmes, EU and IFl financing channels, and Eco-Industrial Park pilots. These elements are still
fragmented. Companies need usable CBAM documents and verified product emissions. EPS needs a
financed power-sector transition. SMEs and suppliers need diagnostics, audits, finance preparation
and buyer-facing reporting. Workers and municipalities need credible coal-transition planning.
Vulnerable households need protection during tariff and carbon-pricing reform. The report therefore
treats CBAM as the first operational test of Serbia’s green industrial transition and asks whether
existing instruments can become a delivery system for low-carbon competitiveness.

The regional Green Industrial Policy framework identifies a shared Western Balkans agenda
around transition risks, economic opportunities, just transition, environmental trade-offs,
financing and communication. It emphasises regional coordination through knowledge transfer,
aligned standards, shared certification, cross-border energy infrastructure, regional low-carbon value
chains, joint financing and pooled research and development resources (GAP Institute, 2025). This
national report links those themes to Serbia’s most binding delivery problems. Table I.1 shows how
the regional framework maps onto Serbia’s priorities across clean energy, CBAM readiness, finance,
firm upgrading, skills, just transition, social protection and EU integration.
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Table 1.1 Serbia’s priorities in relation to the regional Green Industrial Policy framework

Regional

framework
theme

Transition
risks

Economic
opportunities

CBAM readi-
ness and
carbon pric-
ing

Financing the
transition

Skills and
green jobs

Just transi-

tion and so-
cial protec-
tion

Environmen-
tal trade-offs
and shared

infrastructure

EU integra-
tion and re-
gional coor-
dination

Serbia-specific priority in this report

Manage coal-based electricity, CBAM exposure, carbon-price
convergence, energy-sector fiscal risks and possible losses in
coal-dependent territories.

Use CBAM pressure, cleaner electricity, supplier upgrading,
Eco-Industrial Parks and firm-level support to strengthen
low-carbon competitiveness in EU value chains.

Make product-level emissions data, proof of paid domestic
carbon price, tax attribution, verification readiness and buyer-
facing templates operational.

Link carbon-pricing revenues, budget programmes, State aid-
compatible incentives, IFl finance, SOE investment and bank-
able project preparation.

Adopt a national green-jobs definition, map coal-region
workers, build green-skills pathways and link training to veri-
fied labour-market demand.

Move from general coal phase-out dates to worker mapping,
plant and mine milestones, local diversification, household
protection and energy-poverty support.

Address waste, water, secondary raw materials, alternative
fuels, circularity and shared low-carbon infrastructure
through firm support and EIP frameworks.

Treat EU accession, Energy Community obligations, CBAM,
market coupling, State aid rules, RGF, IPA and IF| finance as
part of Serbia’s implementation and negotiation agenda.

Where
addressed

Chapters 1-4; Rec-
ommendations 4-7

Chapters 2 and 5;
Recommendations 3
and 8

Chapter 2; Chapter

4.C; Recommenda-

tions 1-2

Chapter 4; Recom-
mendations 2 and 5

Chapter 3.D-E; Rec-
ommendation 7

Chapter 3; Recom-
mendations 6-7

Chapters 2, 4 and 5;
Recommendations 3
and 8

Chapter 1.G; Chap-
ter 4.D; Chapter 5.C;
Recommendations
4-5
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1. Energy Transition Context and Strategic Relevance

A. Energy System Overview

Serbia’s energy system still runs on fossil fuels, and the move away from them since 2018 has
been marginal rather than structural. Total energy supply has stayed essentially flat at around 185
TWh (Statistical Office of the Republic of Serbia, 2026), and fossil fuels still made up 82% of it in
2024, barely four and a half points below 2018, a decline that reflects coal contracting rather than
renewables expanding. Coal supply fell from roughly 88 to 76 TWh, easing its share from 48% to
41%, while oil rose slightly and gas held steady. The system has shifted at the edges and held firm at
the core.

Modern renewables are growing quickly but from so low a base that they scarcely register in
the aggregate. Hydropower still dominates the renewable mix and makes total renewable output
rise and fall with each year's rainfall. Beyond hydro, wind, solar, biogas and waste-to-energy more
than quintupled between 2018 and 2024 (almost all of it wind), yet together they remain a low sin-
gle-digit share of supply. One caveat matters for any “renewable share” headline: Serbia's largest re-
newable source by far, the firewood and solid biomass burned for household heating, is not counted
here but folded into a large, undifferentiated “other” category. The 7% figure therefore measures
grid-relevant renewables, not the country's total renewable use, which is considerably higher.

Serbia’s electricity system is the central transition constraint. CBAM affects electricity trade with
the EU, and the carbon intensity of the grid also shapes the carbon footprint of industrial exporters.
EPS, however, is not structurally export-oriented in the same way as steel or other traded-goods
sectors. The structure of its generation portfolio will be shaped mainly by domestic climate policy,
the carbon-price path, EU ETS alignment and the investment cycle needed to replace lignite capacity.
The generation picture remains unusually static. Output has moved between about 33 and 38 TWh a
year, but coal has generated a near-constant 21-24 TWh throughout, and its share climbs in dry
years as hydropower retreats, from 57% in the wet year of 2023 to 66-68% when the rivers run low.
The grid has not decarbonised, as it has for the most part oscillated around a fixed coal core. The
period’s only significant new dispatchable plant is the Pancevo combined-cycle gas unit,
commissioned in 2022, which lifted gas-fired CHP output to about 1.5 TWh. Wind rose from almost
nothing in 2018 to roughly 1.4 TWh in 2025, still only about 4% of generation. A longer-term option
opened in November 2025, when Electricité de France (EDF) and the Vinéa Institute signed a
memorandum on civil-nuclear cooperation, though nuclear has no bearing on the 2030 horizon of
this report.

Table 1. Serbia's electricity mix, selected years (GWh)

Total 34,950 35,540 33,112 35,171 33,104
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Coal 22,954 24,331 21,413 21,274 21,829

— coal share 66% 68% 65% 60% 66%
Hydropower 11,031 9,419 8,893 10,173 8,303
Wind 85 905 876 1,244 1,380
Gas (CHP) 238 192 1,058 1,457 1,592

2025 preliminary (EMS). Source: AERS, EMS.

On present trends, Serbia will not reach the targets it has set for 2030. The Integrated National
Energy and Climate Plan (INECP) looks to a 33.3% cut in greenhouse gases against 1990 (40.3% in-
cluding land use), renewables supplying about 45% of electricity and 33.6% of final energy, and at
least 3.1 GW of new wind and solar, with lignite generation in retreat. What the data show instead is
coal holding firm, hydropower swinging with the weather, and wind and solar still too small to bend
the curve. That gap between plan and trajectory is the starting point for the rest of this report.

The fiscal dimension of this energy structure is now more visible. The Fiscal Council treats ener-
gy state-owned enterprises (SOEs) as a fiscal-risk channel because domestic energy companies gen-
erate more than three quarters of the revenue of Serbia’s 36 strategic majority SOEs, while the 2021-
2022 energy crisis required about EUR 3 billion of budget support to EPS and Srbijagas (Fiscal Coun-
cil, 2026). Coal dependence, weak cost recovery and delayed investment therefore matter not only
for energy policy, but also for medium-term fiscal planning.

B. Electricity Pricing and Subsidies

Electricity prices remain below full cost recovery, although the adjustment process has started.
From 1 October 2025, the Energy Agency of the Republic of Serbia approved an average 6.6%
increase in the electricity price for guaranteed-supply customers, mainly linked to higher
transmission and distribution tariffs. The threshold between the blue and red consumption zones
was also lowered from 1,600 kWh to 1,200 kWh per month, which increased the potential bill effect
for high-consumption households. Further grid-fee adjustments are scheduled for 1 October 2026
(AERS, 2025b; IMF, 2025). These changes matter because tariff reform, grid fees and carbon pricing
affect EPS finances, competitiveness of electricity-intensive industry, SOE investment capacity and
household affordability.

Below-cost household electricity prices have provided implicit support, but the size of that
support depends strongly on the benchmark used. The OECD estimates that below-cost
household electricity prices generated around EUR 8.6 billion of induced support over 2018-2023
(OECD, 2025), but this estimate is sensitive to the exceptional wholesale-price conditions of the
2021-2023 energy crisis. Direct support to coal production should also be separated from household
electricity-price support, since much of that support relates to underground mines and wage or
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social policy rather than to reducing EPS generation costs. The policy conclusion remains clear. Ser-
bia needs tariff and carbon-price signals for renewables, grids and industrial decarbonisation, while
vulnerable households need targeted protection as prices and grid fees move closer to real costs
(Fiscal Council, 2026).

C. Renewable Energy Potential and Deployment

Serbia has substantial untapped wind and solar potential, but deployment remains below the
pace required by national targets. Existing assessments point to strong solar potential and wind
resources concentrated in Vojvodina and eastern Serbia (Medi¢ & Ivanovi¢, 2024). Renewable-energy
auctions have begun to create a more visible pipeline. The second auction, completed in February
2025, supports up to 645 MW of new wind and solar capacity across 10 projects (European Bank for
Reconstruction and Development [EBRD], 2025; Energy Community Secretariat [EnC], 2025a). In par-
allel, an Elektroprivreda Srbije (EPS) 1 GW solar programme was reported as being under develop-
ment across several locations, although its implementation path remains uncertain and depends on
financing, tax-credit treatment and grid-connection capacity (EPS representative, personal communi-
cation, June 2026). For industrial firms facing CBAM, ESG or buyer-carbon requirements, the key issue
is whether they can access cleaner electricity at sufficient scale and with credible documentation. The
industry-proposed zero-injection model, meaning own consumption without injecting surplus into
the grid, is a practical route to lower embedded emissions where grid conditions, permitting and ac-
counting rules allow it (KPMG & NALED, 2025). It should be enabled within prosumer policy, while
avoiding privileged access to scarce grid capacity.

D. Decarbonisation Targets and EU Alignment

Serbia is bound by a layered set of decarbonisation commitments. Under the Sofia Declaration
and the Green Agenda for the Western Balkans, Serbia committed to climate neutrality by 2050 and
to alignment with the EU Green Deal (Regional Cooperation Council, 2020). Serbia’s September 2025
Nationally Determined Contribution (NDC 3.0) sets a conditional 2035 target of a 40.1% reduction in
greenhouse-gas (GHG) emissions relative to 1990, excluding land use, land-use change and forestry
(LULUCF) (Government of Serbia, 2025b). The 2024 INECP (Ministry of Mining and Energy [MoME],
2024a) sets 2030 targets for emissions, renewables, and energy efficiency, while the Law on Climate
Change and the Low-Carbon Development Strategy (Government of Serbia, 2023) provide the wider
legal and strategic framework.

The 2050 coal phase-out horizon gives limited operational guidance. The INECP and Energy
Development Strategy envisage a gradual reduction in lignite-based generation, but they do not
provide a detailed plant-by-plant retirement calendar for the coming decade. The publicly available
summary of EPS’s adopted Decarbonization Action Plan models almost complete decarbonisation by
2050, with thermal units decommissioned in 2046-2049 and Kostolac B2 and B3 retained as strategic
cold reserve (EPS, 2025). This provides a clearer long-term portfolio direction, but it remains a
scenario-based planning document rather than a plant-level transition schedule. EPS interview
evidence points to major constraints around financing, grid connection, project preparation, tax-
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credit treatment and the fact that many renewable and flexibility projects remain in development
rather than execution (EPS representative, personal communication, June 2026). Serbia therefore
needs intermediate plant and mine milestones, scenario testing and financing assumptions that
workers, municipalities, EPS and investors can use.

Two carbon-pricing laws adopted in late 2025 create the fiscal link between energy transition
and industrial competitiveness. The Law on the Greenhouse Gas Emissions Tax and the Law on the
Tax on Imports of Carbon-Intensive Products apply from 1 January 2026, with a starting rate of EUR
4/tCOe and first returns and payments due by 31 May 2027 for the 2026 tax period (Republic of
Serbia, 2025a, 2025b). Article 4 of the GHG emissions tax law also creates a tax credit for qualifying
electricity producers, equal to 20% of eligible investment and capped at 80% of the tax liability,
which links the carbon-pricing framework directly to EPS investment planning and eligible emission-
reduction measures (Republic of Serbia, 2025a). The INECP price trajectory remains relevant for
scenario analysis, but the adopted legal package should be described through its current statutory
rate unless later acts confirm a binding multi-year path. The laws can help Serbia retain part of the
carbon-related fiscal burden domestically, provided deductibility documentation, tax administration
and revenue-recycling arrangements are made operational.

E. Big Projects in the Pipeline

The investment pipeline combines auctioned renewable capacity, EPS’s early green-capacity
additions and large system-flexibility projects. Bistrica is the most important planned flexibility
project. It is a pumped-storage hydropower plant, meaning that it would operate as a large storage
facility by pumping water to an upper reservoir when electricity is abundant and releasing it to
generate power when the system needs additional supply. Its main role would be system balancing
and higher integration of variable renewable energy. EPS interview evidence suggests that Bistrica is
on a separate development path, with an expected commissioning or grid-connection horizon
around 2031/2032 and financing discussions reportedly under way, including with Japanese
counterparts (EPS representative, personal communication, June 2026). The planned pumped-
storage project should be distinguished from the WBIF-supported rehabilitation of the existing
Bistrica hydropower plant.

EPS has also begun adding smaller green capacities. The Kostolac wind farm and the Petka solar
plant increased EPS green capacity by 76 MW in 2025. A larger 1 GW solar programme is in
development across several locations, but its realisation depends on financing, tax-credit treatment
and grid-connection capacity. The solar programme is therefore the more immediate test of EPS's
ability to add renewable capacity at scale, while Bistrica is the longer-term flexibility investment
needed to make a higher-renewables system technically viable. However, the Fiscal Council’s review
of ten priority energy projects worth more than EUR 7.5 billion identified frequent delays in early
project-preparation stages, including spatial-planning documentation, project-technical documenta-
tion and resolution of property-rights issues. It also recorded major cost revisions for Berdap 3, self-
balancing solar plants and Bistrica, partly linked to weak technical documentation at the planning
stage and later changes in project scope and technical solutions (Fiscal Council, 2025).
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F. Grid Capacity, Permitting and Market Integration:

Grid capacity is one of the main implementation constraints for Serbia’s energy transition. The
October 2025 electricity-price adjustment and the planned 2026 grid-fee adjustment are intended
partly to support transmission and distribution investment (IMF, 2025). Renewable deployment, in-
dustrial self-generation, electrification, and market coupling all require stronger grid planning and
investment capacity. EPS interviews (EPS representative, personal communication, June 2026) single
out grid connection and capacity as the largest practical constraints on major new solar capacity.

Permitting and grid-connection procedures remain binding constraints on renewable-energy
deployment. Serbia introduced a One-Stop Shop for renewable-energy investment, but evidence on
its operational effectiveness remains limited. Average lead times for utility-scale renewable energy
sources (RES) projects in the Western Balkans remain long by EU standards (Medi¢ & Ivanovic¢, 2024),
which raises financing costs and increases developer risk.

Cross-border interconnection and market coupling also matter for electricity-CBAM and EU
alignment. Serbia is among the Energy Community parties closest to the “point of no return” on
market coupling with the EU single day-ahead market (EnC, 2025a). Market coupling is also one of
the criteria for any future electricity-CBAM exemption under Article 2(7). Maci¢'s assessment adds
that the exemption route would require demanding conditions by 2030, including EU ETS-equivalent
carbon pricing for electricity, while the current CBAM design can create tension with market coupling
between Energy Community parties and the EU (Balkan Green Energy News, 2025). This makes elec-
tricity alignment a carbon-pricing, financing and market-integration problem, with Article 2(7) as one
demanding legal route rather than a simple exemption option.

G. EU Integration and Reform Agenda Conditionality

EU accession anchors Serbia’s transition agenda. The European Commission’s 2025 Serbia Report
assesses Serbia as moderately prepared in energy, with progress on the Electricity Integration
Package, further alignment with the Renewable Energy Directive, completion of the second
renewable-energy auction, and adoption of the Energy Development Strategy and Just Transition
action plan (European Commission, 2025). The remaining recommendations point to implementation
rather than strategy adoption. Serbia needs to accelerate electricity-market integration, including
cross-border capacity allocation, adopt implementing legislation on the energy performance of
buildings, and establish the Just Transition governance process. In environment and climate change,
Serbia remains at only some level of preparation. Progress on EIA, SEA, air quality, MRVA for
stationary installations and waste is relevant, but the Commission still calls for national carbon
pricing, fuller MRVA alignment toward EU ETS scope, stronger public participation and climate
safeguards for infrastructure investment (European Commission, 2025). These requirements make EU
alignment a reform anchor, while coal-heavy decarbonisation still requires a broader financing dis-
cussion with the EU and IFls.

These reforms are also linked to Serbia’s Reform Agenda under the WB6 Reform and Growth
Facility. Serbia’s indicative allocation under the Facility is EUR 1.586 billion, with disbursements con-
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ditional on implementation of the Reform Agenda adopted in October 2024. Relevant commitments
include transposition of the Energy Community monitoring, reporting and verification (MRV) acquis,
market coupling with the EU electricity market, and progress on the carbon-pricing framework (EnC,
2025a; European Commission, 2025; Ministry for European Integration [MEI], 2024). As of January
2026, Serbia had received EUR 111 million in pre-financing and approval for a EUR 56.5 million first
tranche (MEI, 2026). The Facility can support reform discipline, MRV alignment, market integration
and public-investment management, but it should not be treated as a dedicated financing envelope
for EPS decarbonisation or coal-region transition. Ministry of Environmental Protection (MoEP) inter-
view evidence indicates that the MRV pillar is now operational through the e-GHG portal, with 97
permits issued by February 2026 against an expected universe closer to 120 installations, around 80
reports submitted by the 31 March deadline, and five accredited verifiers.

Serbia has also advanced the implementation layer of the carbon-pricing package, but the
secondary-legislation process remains incomplete. Of the 12 implementing acts identified for the
fiscal carbon-pricing package, two had been adopted by early June 2026. Both are Government de-
crees under the GHG emissions tax framework: one defines tax-credit-eligible CO,eq reduction
measures, while the other establishes the basis for budget-funded decarbonisation incentives. Minis-
try of Finance procedures for tax returns, tax credits, import-side documentation and Customs-Tax
Administration data exchange remain important for collection, deductibility and implementation
(Ministry of Environmental Protection, 2026a, 2026b).

H. Economic Cost of Delayed Transition

The main energy-system cost is carbon-price convergence. Direct electricity-CBAM costs are
likely to be much smaller than estimates based on historical export patterns, because the new CBAM
regime changes the economics of exporting electricity to the EU. The Fiscal Strategy estimates the
electricity-CBAM effect at about EUR 20.7 million under current assumptions, and at about EUR 14.5
million if proposed changes allow use of the national energy mix rather than a fossil-thermal default
factor (Government of Serbia, 2026). The Fiscal Council estimate amounts to 180 million (Fiscal
Council, 2026), yet it includes lost EPS revenues — which might be overestimated (more on that in
chapter 2). The larger policy question is how Serbia moves from the current EUR 4/tCO,e tax toward
a carbon-price path that can drive decarbonisation without destabilising EPS, tariffs or industry.

Electricity-sector alignment could create a much larger cost than direct CBAM on exports. If
Serbia entered an EU ETS-equivalent regime around 2030, EPS would face emissions costs linked to a
carbon price expected to be close to the EU ETS price, unless a derogation, free-allocation
arrangement, transition period or other negotiated treatment applied. The Fiscal Council estimates
that, under EU ETS-type assumptions, annual EPS emissions costs could reach around EUR 3 billion
by 2030 (Fiscal Council, 2025). Even at a lower carbon-price assumption around EUR 100/tCO,, a still
coal-heavy generation portfolio would imply a burden of 1-2 billions. This would affect EPS finances,
tariff policy, household affordability and the competitiveness of electricity-intensive firms. The risk is
therefore systemic, because it would enter the domestic power system rather than only exported
electricity.
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EPS’s Decarbonization Action Plan summary confirms the same direction while also showing
the implementation challenge. The summary assumes a rising Serbian CO, price path, from EUR
4/tCOze in 2027 to EUR 40/tCO,e by 2030 and EUR 160/tCO,e by 2050, and warns that keeping a
similar generation profile would push EPS production costs far above projected wholesale prices
(EPS, 2025). The summary models a long-term shift toward renewables, hydro and flexibility, while
EPS interview evidence points to constraints around financing, grid connection, project preparation
and tax-credit treatment (EPS representative, personal communication, June 2026). Delayed
transition therefore raises two costs at once, mainly the future carbon-pricing exposure and the risk
that replacement capacity, grids and social protection are not ready when higher carbon prices
arrive.

The policy response should start with a power-sector carbon-pricing and financing roadmap.
The roadmap should test alternative carbon-price trajectories, EPS emissions paths, tariff effects,
household-protection needs, competitiveness effects for electricity-intensive firms, Article 4 tax-
credit use, external-finance options and possible EU transition treatment. Domestic carbon-pricing
revenues can support the transition only when they are connected to visible budget programmes
and credible investment pipelines. Serbia's economic cost of delay is the rising cost of entering
carbon-price convergence without prepared projects, financing, tariffs, institutions and protection
mechanisms.
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2. Carbon Border Adjustment Mechanism and Trade Expo-
sure

A. The Mechanism and Why It Matters for Serbia

CBAM is the EU’s carbon-pricing instrument for selected imports from third countries. It was
established by Regulation (EU) 2023/956 to reduce carbon leakage and align the carbon cost of im-
ported goods with the carbon price paid by EU producers under the EU ETS. The current scope co-
vers cement, iron and steel, aluminium, fertilisers, electricity and hydrogen, defined through Com-
bined Nomenclature (CN) codes. The transitional reporting period ran from October 2023 to Decem-
ber 2025. From 1 January 2026, the definitive regime applies. EU importers (or their indirect customs
representatives) must declare embedded emissions and surrender CBAM certificates for covered im-
ports. Certificates for 2026 imports will be purchased from 2027, with the certificate price linked to
EU ETS allowance prices. For 2026, the Commission calculates CBAM certificate prices on a quarterly
basis; from 2027, weekly prices apply (European Commission, 2026a; Regulation [EU] 2023/956).

The formal legal obligation falls on EU importers, but the economic burden is transmitted to
exporters. Serbian producers are not direct CBAM declarants, yet their EU buyers need reliable emis-
sions data, product-level documentation, and evidence of any carbon price paid in Serbia. Without
such evidence, EU importers may rely on default values or apply a risk premium in contracts. The EU
framework allows the number of CBAM certificates to be reduced where a carbon price has already
been paid in the country of origin. Serbia’s Law on the Greenhouse Gas Emissions Tax creates a do-
mestic carbon payment that may support such deduction, provided EU importers can document an
effectively paid carbon price and attribute it to the embedded emissions of the relevant imported
goods. The starting tax is EUR 4/tCO,e, and the EU Delegation to Serbia (European Union Delegation
to Serbia, 2026) has publicly stated that this amount should reduce CBAM charges on Serbian prod-
ucts placed on the EU market by the same amount.

The practical issue is operational deductibility. A national tax can reduce CBAM exposure only if
EU importers can document an effectively paid carbon price and link it to the embedded emissions
of specific imported goods. This requires verified product-level emissions data, tax-payment
documentation, product attribution, and a reporting chain that authorised CBAM declarants can use.
Serbia has advanced this framework through two June 2026 decrees under the GHG emissions tax
law, but the remaining Ministry of Finance procedures remain central for tax returns, tax credits,
import-side documentation and data exchange between Customs and the Tax Administration.
Company consultations point to the same problem from the market side. EU buyers are already
asking for emissions data, verification status and information on the Serbian carbon price, while
uncertainty remains over what proof will be accepted in practice.

CBAM creates a price gap that Serbia must manage rather than ignore. The EU carbon price re-
mains far above Serbia’s initial domestic price, and the CBAM financial obligation will rise as the EU
phases out free allocation for covered goods. This means that domestic carbon pricing reduces re-
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sidual CBAM exposure, but does not eliminate it. The task is twofold, to reduce what is paid to the EU
through deductibility and to recycle domestic revenue into decarbonisation.

B. Sectoral Exposure

Serbia’s direct CBAM trade exposure is primarily a goods-side exposure. Based on Eurostat
Comext mirror data, measured as EU imports from Serbia of products covered by Annex | of
Regulation (EU) 2023/956, CBAM-covered industrial goods exports amounted to EUR 1.44 billion in
2025. This exposure is concentrated in metals. Iron and steel accounted for almost two thirds of
goods-side exposure, aluminium for slightly less than one third, and fertilisers for most of the
remainder. Cement has very low EU export value, but it remains relevant because process emissions,
price effects and domestic-market diversion can matter even where export volumes are small.
Electricity appears large in the trade table, but it requires separate interpretation because Serbia
functions partly as an electricity corridor and because Serbian-generated electricity available for EU
export is limited and likely to decline further once CBAM applies.

Table 2. Serbia's CBAM-covered exports to the EU by sector, 2021-2025, EUR million

14 2.0 14 3.9

Cement 1.8

Iron and steel 959.6 1,184.8 925.7 858.3 930.8
Aluminium 312.7 384.5 3348 376.7 401.1
Fertilisers 94.3 2034 97.1 88.7 103.3
Hydrogen 0.1 0.2 0.3 0.3 04
Total w/o electricity 1,368.5 1,774.3 1,359.9 1,325.2 1,439.6
Electricity* 981.2 1,861.0 1,736.9 870.6 1,154.2
Total 2,349.7 3,635.3 3,096.8 2,195.8 2,593.8

Source: Eurostat Comext, DS-059322, EU27 mirror imports from Serbia; Center for Advanced Economic Studies (CEVES)
calculations based on Annex | CN codes of Regulation (EU) 2023/956.

Note: Iron and steel are calculated as Chapter 72 net of the exclusions listed in Annex I, plus CN 26011200 and the listed
Chapter 73 headings. Fertilisers include CN 3705 net of CN 31056000. * Electricity is reported as EU mirror-import trade
value and should be interpreted as an EU-facing electricity-CBAM interface, not as a direct measure of domestically gen-
erated electricity exports, EPS export revenue or Serbia’s final power-sector CBAM burden.

The goods-side numbers show a narrow but material competitiveness risk. In 2025, iron and
steel exports to the EU reached EUR 930.8 million, aluminium EUR 401.1 million and fertilisers EUR
103.3 million. These sectors matter because they contain producers whose output is regularly sold
into EU value chains, often as intermediate or semi-finished inputs. This gives EU buyers a direct
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incentive to request product-level emissions data before the full financial effect of CBAM appears
through certificate purchases. Company consultations suggest that this pressure is already visible,
although uneven across sectors and firms (CEVES company consultations, 2026). Some exporters
report requests for embedded-emissions estimates, methodology and verification status. Others
report that CBAM is already affecting price negotiations, contractual clauses and allocation of future
costs.

Official EU customs electricity imports from Serbia may appear high, but they are an
inadequate measure of the potential CBAM burden. The EUR 1.15 billion mirror-trade value in
2025 reflects EU-reported electricity imports from Serbia under trade statistics. It does not show how
much Serbian-generated electricity was exported to the EU, how much revenue EPS earned from
those exports, or what Serbia’s final electricity-CBAM burden will be. Electricity trade can include
scheduled commercial exchanges, physical flows, transit and re-exports, while Serbia’s role as a
corridor can make the mirror-trade value look much larger than domestic export exposure. Expert
evidence indicates that Serbian-generated electricity exports to the EU are limited and are now
becoming even less commercially attractive under CBAM. However, electricity remains highly
relevant to CBAM and the green transition, and these aspects are further assessed in Section D.

Serbia’s electricity mix still matters for industrial CBAM exposure. Under the current definitive
CBAM regime, indirect electricity emissions enter the certificate calculation for cement and fertilisers,
while iron and steel, aluminium and hydrogen are treated through direct emissions for now
(Regulation [EU] 2023/956; KPMG & NALED, 2025). Serbia should expect indirect emissions to
become relevant for steel and aluminium as well, likely from 2028, so firms in those sectors should
prepare documentation and clean-electricity strategies on that basis. This is important even before
the final legal treatment is settled. Aluminium and scrap-based steel are electricity-intensive, while
cement and fertilisers combine electricity use with abatement problems linked to clinker, fuel use,
gas and ammonia chemistry. A high-carbon grid therefore affects current liabilities in some products
and future buyer-facing carbon performance across a wider group.

Official and independent estimates point to a concentrated and non-negligible macroeconom-
ic effect. The Fiscal Strategy estimates the direct CBAM effect in 2026 at around 0.16% of GDP and
notes that wider effects through exports, investment or relocation could be larger. In its baseline
scenario, before recognition of Serbia’s domestic carbon price, the total direct effect including elec-
tricity is estimated at EUR 140.2 million in 2026 and EUR 161.4 million in 2029. Excluding electricity,
the estimate is EUR 118.4 million in 2026 and EUR 139.6 million in 2029. Steel accounts for the larg-
est goods-side burden, followed by aluminium and fertilisers, while cement remains low in aggregate
terms because EU export value is small. The Fiscal Strategy figures should be read as indicative di-
rect-cost estimates based on default emission values, unchanged 2025 export levels and a fixed CO,
price of EUR 75.36/tCO.e. They do not measure lost export revenue, administrative costs and burden
(including the verification of CBAM reports), contract effects, investment responses, relocation or
firm-level outcomes under verified actual emissions. Earlier Fiscal Council estimates for non-
electricity goods are lower in 2026 because they use a different methodology, based on JRC emis-
sion-intensity estimates, available company-level information where possible and the CBAM free-
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allocation adjustment. The difference between the two sets of figures cannot be fully decomposed
from the information published in the Fiscal Strategy. The direct macro effect is manageable but not
negligible, while the firm and sectoral burden is highly concentrated. According to unofficial CCIS
estimates, between 500 and 2,000 companies in Serbia may be affected directly or through value-
chain exposure.

This exposure also creates a potentially upgrading agenda. The Green Jobs Report estimates that
Serbia’s manufacturing sector could generate 50,000-100,000 green jobs by 2030, especially in
electrical equipment, automotive supply chains, energy-efficient appliances and circular-economy
activities, provided that investment and workforce retraining are in place (ILO, 2025). CBAM policy
should build on the overlap between exposed production and green-upgrading opportunities in
materials, equipment, energy efficiency and supplier capability. Carbon pricing, MRV capacity and
targeted finance can help exposed manufacturing move toward lower-carbon products, cleaner
inputs and higher-value EU supply-chain positions. The relevant policy choice is whether Serbia uses
CBAM only as a compliance problem or as a trigger for productive upgrading.

C. Firm Typology of CBAM Exposure in Serbia

CBAM exposure differs across firms that formally belong to the same broad group of covered goods. A
sector-only approach misses differences in export channels, product mix, production route, emissions profile,
ownership, documentation capacity, buyer relationships and exposure to domestic competition. Company and
Chamber consultations confirm that firms are already facing different types of pressure, ranging from emis-
sions-data requests to verification concerns, tax-payment documentation, default-value risk and contractual
allocation of future CBAM costs (CEVES company consultations, 2026; CCIS interview, 2026) (Table 3). Policy
support should therefore be organised around exposure functions, rather than around a simple list of sectors.

Table 3. Firm typology of CBAM exposure in Serbia

Firm type Typical exposure pattern Policy implication

These firms sell covered goods to EU
buyers and receive requests for em-
bedded-emissions data, methodolo-
gy, verification status and proof of
carbon payments.

Support should focus on product-level
emissions allocation, verified documenta-
tion, tax-payment traceability and buyer-
facing templates.

Buyer-facing
direct exporters

Some exporters may face attempts
Exporters facing by EU buyers to shift future CBAM
contract-risk costs, verification risk or default-
transfer value risk through contract clauses
and pricing discussions.

Public guidance should reduce uncertain-
ty over documentation, timing and the
treatment of Serbian carbon payments
where EU rules allow deduction.
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Firm type Typical exposure pattern Policy implication

Documentation-
ready large
companies

Firms exposed
to default-value
risk

Smaller export-
ers and indirect
suppliers

Firms exposed
to domestic-
market diversion

Firms with up-
grading poten-
tial

Larger installations may have GHG
permits, internal environmental staff,
consultants, laboratories or group-
level reporting systems. They can still
face gaps between installation-level
MRV and product-level CBAM doc-
umentation.

Firms with actual emissions below
default values can lose competitive-
ness if verified actual-emissions data
are unavailable, delayed or not ac-
cepted by EU buyers.

Smaller firms may face high fixed
costs for emissions calculation, doc-
umentation, energy audits, consult-
ants and verification. Some suppliers
may face data requests indirectly
through larger buyers.

Some firms face EU-market risk and
possible domestic-market pressure
from high-emission imports redi-
rected from markets where carbon
costs apply.

Some firms can use CBAM pressure
to move toward lower-carbon inputs,
cleaner processes, circular materials,
energy efficiency, product differenti-
ation or higher-value EU supply-
chain positions.

Support should focus on product meth-
odology, pre-verification, tax attribution
and investment preparation, rather than
basic awareness alone.

Verification capacity and actual-emissions
documentation should be treated as
competitiveness infrastructure.

Shared MRV-lite tools, pooled advisory
services and supplier-readiness pro-
grammes can reduce fixed compliance
costs.

The import-side carbon tax, trade moni-
toring and competition-sensitive safe-
guards matter where diversion risk is
plausible.

Public support should prioritise invest-
ments and capabilities that reduce future
exposure, rather than compensate firms
for current carbon costs.

The typology points to a practical delivery agenda. Buyer-facing exporters need

product-level emissions allocation, verified documentation and proof that Serbian

carbon payments can be used where EU rules allow deduction. Companies exposed

to default-value risk need verifier access and actual-emissions documentation before

default assumptions become embedded in prices or contracts. Smaller exporters and

indirect suppliers need lower-cost tools because emissions calculation, advisory ser-

vices, energy audits and verification can be expensive relative to their internal ca-

pacity. Companies facing domestic-market diversion need import monitoring and
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competition-sensitive safeguards. Companies with upgrading potential need invest-
ment support that helps them reduce future exposure through cleaner inputs, ener-
gy efficiency, circular materials, product differentiation and stronger EU supply-chain
positioning. This typology should guide the MRV, supplier and carbon-pricing in-
struments discussed in the following sections.

D. Electricity: The Standout Vulnerability

Electricity is Serbia’s most complex CBAM channel, but it should not be framed primarily as a
direct export problem. From January 2026, CBAM applies to electricity imports into the EU from
Energy Community parties unless the conditions for exemption are met (EnC, 2025a). Serbia’s lignite-
heavy mix means that Serbian-generated electricity exported to the EU can carry direct CBAM
exposure, while high grid emissions also affect the carbon footprint of electricity-intensive industrial
production. The direct export channel is limited because EPS is not structurally export-oriented,
Serbia has little surplus domestic generation available for EU export, and CBAM weakens the
commercial rationale for such exports. The central issue is the interaction between CBAM, electricity-
market integration, national carbon pricing, EPS decarbonisation, grid investment, tariffs and
industrial competitiveness.

Near-term electricity-CBAM costs should be anchored in the new trading reality. The Fiscal
Strategy estimates the electricity-CBAM effect at about EUR 20.7 million under the current regulatory
scope, and about EUR 14.5 million if proposed changes allow the national energy mix to be reflected
in the emissions factor (Government of Serbia, 2026). The Fiscal Council’s estimate is much higher, at
around EUR 180 million in 2026 and as much as EUR 300 million in 2030, but it also includes the cost
of lost EPS export revenue, while the Fiscal Strategy estimates capture the direct CBAM cost itself.
The Fiscal Strategy recognises that CBAM further weakens the competitiveness of EPS exports and
that exports will therefore be lower, which also reduces the directly associated CBAM cost. It is true
that a full assessment of CBAM effects should include lost revenue as well. However, in this case the
Fiscal Council estimate is likely high because it is based on a previous period in which EPS exports
were atypically elevated. Given the trend of rising domestic electricity consumption and the fact that
EPS has not been a structural exporter since the 1990s, except in atypical subperiods with favourable
hydrology, the actual total effect of CBAM is likely to lie between the Fiscal Strategy estimate and the
Fiscal Council estimate. In the future, trading conditions will change as Serbia’s generation mix shifts
toward low-carbon technologies and as Serbia harmonises its carbon-pricing policy with the EU ETS.

Article 2(7) of the CBAM Regulation creates a possible exemption route for electricity imports
from a third country whose electricity market is integrated with the EU internal electricity
market through market coupling. The conditions include market coupling, application of relevant
EU law, a roadmap toward climate neutrality and climate-acquis alignment, a 2050 climate-neutrality
commitment, substantial progress toward EU-equivalent carbon pricing, an electricity ETS equivalent
to the EU ETS by 1 January 2030, and an anti-circumvention system (Regulation [EU] 2023/956; EnC,
2025a). This route is economically demanding because EU ETS-equivalent electricity-sector pricing by
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2030 would arrive before EPS could realistically decarbonise its portfolio. Under EU ETS-type
assumptions, EPS annual emissions costs could reach around EUR 2-3 billion by 2030, depending on
the carbon price and any negotiated treatment (Fiscal Council, 2025). The exemption clause therefore
reinforces the need for a power-sector carbon-pricing and financing roadmap.

Serbia has made progress on some prerequisites, but the exemption package is not satisfied.
The Energy Community Tracker shows that Serbia has operational day-ahead and intraday markets
and has adopted the legal framework for transposition of the Electricity Integration Package, while
market coupling is not completed and the roadmap, climate-neutrality and electricity-carbon-pricing
conditions remain open (EnC, 2025a). The Tracker's estimate of 9,181 GWh of scheduled commercial
exports and transit from Serbia to EU Member States in 2024 should be treated as an interface
indicator. It is not a measure of EPS export revenue, Serbian-generated electricity exported to the EU,
or the final CBAM cost of Serbia’s power sector. Proposed CBAM changes from December 2025
should make the separation of transit from EU imports clearer, and early 2026 market practice
indicates adaptation, although implementation uncertainty remains. Electricity data therefore need to
distinguish domestic generation, commercial schedules, physical flows, transit and re-exports before
they are used for fiscal estimates.

The first quarter of 2026 already shows market adjustment. Maci¢'s assessment warned that the
electricity exemption route would require demanding conditions by 2030, including EU ETS-
equivalent electricity-sector carbon pricing, while CBAM could create friction with market coupling
between Energy Community parties and the EU (Balkan Green Energy News, 2025). The Energy
Community's first CBAM Quarterly Report identifies wider price spreads, weaker price correlation
between Western Balkan and neighbouring EU markets, lower scheduled commercial exchanges
across EU-WB6 borders, and rerouting along CBAM-free corridors after the definitive CBAM period
began (EnC, 2026). Total commercially scheduled EU-WB6 cross-border exchanges fell by roughly
25% compared with Q1 2025, while Western Balkan day-ahead prices were around EUR 30/MWh
below neighbouring EU markets except Greece (EnC, 2026). These findings are preliminary and partly
influenced by hydro conditions, but they confirm that electricity-CBAM affects market behaviour.

Guarantees of origin and power purchase agreements also require careful treatment. Serbia
has a more advanced guarantees-of-origin system than most Energy Community parties. The Energy
Community Tracker notes that Serbia was the first Contracting Party to implement a fully functional
system and has been a full Association of Issuing Bodies member since 2019 (EnC, 2025a). This does
not make green electricity procurement a simple CBAM solution. The CBAM value of guarantees of
origin remains constrained by electricity-emissions accounting rules, market-coupling conditions and
the practical difficulty of structuring corporate PPAs in the region. The Tracker identifies weak
wholesale-market liquidity, regulated prices, limited PPA experience and uncertainty over EU
recognition of Energy Community guarantees of origin as constraints (EnC, 2025a). Clean-electricity
procurement remains relevant for Serbian industry, but it needs regulatory clarification before it can
become a reliable route for lowering CBAM-relevant electricity emissions.
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E. Monitoring, Reporting, Verification, and Accreditation

Serbia has moved from legal transposition to early operation of the domestic MRV system. The
European Commission records progress on implementation of MRVA legislation for stationary
installations, while the Energy Community Tracker records that Serbia has completed MRVA
transposition, has functioning GHG permitting, and has operators preparing monitoring plans
(European Commission, 2025; EnC, 2025a). The Ministry of Environmental Protection provides a more
recent operational update: the e-GHG portal is functioning, 97 permits had been issued by February
2026 against an expected universe closer to 120 installations, and around 80 operators submitted
reports by the 31 March deadline (MoEP representative, personal communication, June 2026). Non-
submitters were referred to inspection, GHG permits are issued for five years, and operators must
submit annual reports by 31 March (MoEP representative, personal communication, June 2026).

The next bottleneck is verification. Domestic verifier accreditation has moved beyond the initial
stage, since the Ministry reports that five verifiers had been accredited by the time of the interview
(MOEP representative, personal communication, June 2026). This is progress, although domestic MRV
verification concerns installation-level reporting under Serbian law, while CBAM requires product-
level information that EU declarants can use. Chamber consultation evidence indicates that firms are
already being advised to prepare for pre-verification, while availability, cost and EU recognition of
verifiers may remain practical constraints (CCIS interview, 2026). The key test is whether Serbia’s
emerging verifier capacity can support product-level CBAM documentation that EU buyers and
authorised CBAM declarants accept in practice.

A deeper gap remains between installation-level MRV and product-level CBAM reporting.
Serbia’s domestic climate framework is built around installations, monitoring plans and annual
emissions reports. CBAM compliance requires embedded-emissions information that can be
allocated to specific products sold to EU buyers. This requires methodologies, data systems, internal
company procedures, verifier capacity and tax documentation that connect installation-level
emissions and tax payments to exported goods. Carbon-accounting literature treats CBAM
implementation as dependent on emissions measurement, allocation of emissions to specific
products and services, and documentation that can be reported, verified and audited (Popovi¢
Petrovi¢ et al., 2026). Company consultations point to the same implementation gap from the firm
side, as buyers increasingly ask for emissions data, methodology, verification status and evidence of
carbon payments (CEVES company consultations, 2026).

Default values make this gap commercially important. If EU buyers do not receive verified actual-
emissions data that they consider usable, they may rely on default values or build the risk into
contract terms and prices. Chamber consultation evidence indicates that some buyers are already
cautious about actual-emissions claims and may assume default-based treatment until verification is
clearer (CCIS interview, 2026). This matters because firms with actual emissions below default values
can lose competitiveness even when their production is cleaner than the assumed benchmark.
Verification and product-level documentation preserve buyer confidence and help firms avoid
unnecessary CBAM costs.
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This creates a Green Industrial Policy rationale for treating MRV capability as trade
infrastructure. Large firms can buy consultants and build internal systems, although they still need
recognised verification and tax-payment documentation. Smaller exporters and suppliers face fixed
costs that are high relative to their internal capacity. A shared MRV support service could reduce
duplication, improve data quality and prevent CBAM compliance from becoming a regressive burden
on smaller firms. Such support should focus on product-level emissions allocation, standardised
reporting templates, pre-verification readiness, verifier access and documentation of the carbon price
paid in Serbia.

F. Supply-Chain Spillovers and Domestic-Market Risks

CBAM pressure can spread to suppliers before it is visible in customs data. Direct exporters
remain the first point of regulatory contact, but they may need information from upstream providers
where input quality, carbon content or product route affects embedded-emissions calculations.
Company consultations show an uneven pattern. Some producers can rely on default values, internal
calculations or laboratory data for certain inputs, while others expect supplier requirements to
become more demanding once verification and certificate purchases start (CEVES company
consultations, 2026). Suppliers of CBAM-covered semi-finished products face the clearest risk.
Smaller suppliers may struggle with product-level emissions calculation, energy-use data, traceability
and access to verifiers. Serbia should therefore treat supplier readiness as part of CBAM delivery. The
first step should be an exposure diagnostic for firms connected to EU-facing value chains, followed
by standard templates, MRV-lite tools, sector calculators, energy-audit support and pooled
verification options through CCIS or sector associations.

Buyer pressure will not reach every supplier in the same way. Scrap suppliers, transport
providers, input traders and providers of non-CBAM materials may face limited requirements where
lead firms can use default values or laboratory data. Suppliers of CBAM-covered intermediates,
energy-intensive inputs or materials that affect embedded-emissions calculations face a higher
probability of buyer requests. This distinction should shape policy design. Broad awareness can reach
many firms at low cost, while intensive advisory support should target firms whose data are needed
by direct exporters or whose emissions profile can change the buyer’'s CBAM position. A supplier-
readiness programme should therefore avoid generic greening language and focus on product-
carbon data, traceability, verification access, clean-input quality and investment preparation.

Domestic-market diversion is a separate risk from export compliance. CBAM can make high-
emission products from third countries less competitive in the EU and redirect some volumes toward
Serbia or other non-EU markets. Company consultations point to this risk most clearly in cement,
where EU export exposure is small but domestic-market exposure can be larger (CEVES company
consultations, 2026). KPMG and NALED also identify the risk that emission-intensive goods could be
redirected toward Serbia as EU market access becomes more expensive under CBAM (KPMG &
NALED, 2025). Serbia’s Law on the Tax on Imports of Carbon-Intensive Products responds to this
asymmetry by creating an import-side carbon mechanism for iron and steel, cement, fertilisers and
aluminium, with a starting rate of EUR 4/tCO,e and recognition of carbon payments made in the
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country of origin (Republic of Serbia, 2025b). At the current rate, the instrument is much smaller than
the EU carbon price. Its immediate role is symmetry, monitoring and institutional readiness, rather
than strong protection.

The import-side tax should develop with the domestic carbon-price path. A low rate will not
close the carbon-price gap with the EU, but it can create a reporting base and reduce the most
visible asymmetry between taxed domestic production and untaxed imports. A steep rate increase
could reduce diversion risk, yet it could also raise input prices for downstream users of steel,
aluminium, cement and fertilisers. The design should therefore use credible emissions and default-
value rules, recognise carbon payments in the country of origin, monitor effects on prices and
competition, and distinguish between defensive protection and productive upgrading. Import-side
carbon policy should sit alongside supplier readiness, product-level MRV, decarbonisation finance
and trade monitoring.

G. Domestic Carbon Pricing and the Two New Laws

Serbia’s two carbon-pricing laws create a domestic carbon-price layer for CBAM adjustment.
The Law on the Greenhouse Gas Emissions Tax introduces a domestic carbon price for covered
installations, while the Law on the Tax on Imports of Carbon-Intensive Products creates an import-
side tax on selected carbon-intensive goods. Both laws apply from 1 January 2026, use a starting rate
of EUR 4/tCO.e, and require first returns and payments by 31 May 2027 for the 2026 tax period
(Republic of Serbia, 2025a, 2025b). The import-side law is narrower than EU CBAM because it covers
iron and steel, cement, fertilisers and aluminium, while EU CBAM also covers electricity and hydrogen
(Republic of Serbia, 2025b; Regulation [EU] 2023/956). This difference is relevant for electricity,
hydrogen and any later expansion of domestic carbon-price coverage.

Domestic carbon pricing changes where carbon costs accrue. If an effective carbon price is paid
in Serbia and accepted under EU CBAM deduction rules, part of the adjustment cost can be retained
as Serbian public revenue instead of being transferred through CBAM certificate purchases by EU
importers. The Fiscal Strategy identifies indicative carbon-tax revenue for the 2026 tax period, paid in
2027, in a range of around EUR 41-145 million (Government of Serbia, 2026). The Fiscal Council
treats the exclusion of these receipts from formal projections as justified because collection, tax
credits and implementation remain uncertain (Fiscal Council, 2026). Larger medium- and long-term
revenue scenarios are treated in Chapter 4, where the financing question is assessed in relation to
transition investment needs.

The June 2026 decrees add two implementation channels with different functions. The tax-
credit decree operationalises Article 4 of the GHG emissions tax law for qualifying electricity
producers and covers CO,eq-reduction measures such as renewable generation, storage, grid
infrastructure needed for renewable integration, system flexibility, and withdrawal or conservation of
thermal-energy capacity (Ministry of Environmental Protection, 2026a; Republic of Serbia, 2025a).
The decarbonisation-incentive decree operationalises Article 7 by creating a budget-funded incentive
framework for GHG-tax taxpayers through public calls, eligible-cost rules, aid intensities, contracts,
reporting and repayment provisions (Ministry of Environmental Protection, 2026b; Republic of Serbia,
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2025a). The first instrument reduces tax liability for a narrow electricity-related group. The second
creates the main budget route for taxpayer-facing industrial decarbonisation support.

Deductibility is the immediate firm-facing test. Company consultations indicate that EU buyers
are already asking exporters for embedded-emissions data, verification status and information on
the Serbian carbon price paid (CEVES company consultations, 2026). The EUR 4/tCO,e tax can reduce
residual CBAM exposure only if authorised EU declarants can document an effectively paid carbon
price and link it to embedded emissions in imported goods. That requires product-level emissions
allocation, proof of payment, tax attribution to the relevant product and reporting templates that
buyers can use in their CBAM declarations. The remaining Ministry of Finance procedures for tax
returns, tax credits, import-side documentation and Customs—Tax Administration data exchange will
therefore decide much of the competitiveness effect of the laws.

Budget visibility will determine whether carbon pricing becomes transition finance. Article 7 of
the GHG emissions tax law provides a basis for incentives from the state budget, and the 2026
incentive decree gives that route procedural form (Ministry of Environmental Protection, 2026b;
Republic of Serbia, 2025a). The legal route runs through annual budget decisions, rather than
through automatic carbon-revenue earmarking. A credible recycling model should make carbon-
related receipts, appropriations, public calls, awarded projects, aid intensities, expected CO,eq
reductions and verified results visible in budget and programme reporting. A dedicated
decarbonisation fund could provide stronger traceability if fiscal rules allow it and if it remains
consolidated, transparent and performance-based. Under the current legal route, Treasury tracking
or a special-purpose budget programme is the more immediate option.

Article 7 is narrower than its list of policy purposes may imply. The law refers to broad purposes
such as climate and energy transformation, renewable energy, energy efficiency, low-carbon
technologies, industrial decarbonisation, energy-transition projects including infrastructure, just
transition and vulnerable households (Republic of Serbia, 2025a). The entitlement, however, is given
to GHG-tax taxpayers. This means that Article 7 can support covered installations, but it does not
create a comparable channel for actors outside the taxpayer group. Networks, vulnerable
households, municipalities, training institutions, coal-region transition bodies, supplier-readiness
functions and firms outside the current tax scope need separate budget-visible programme lines or
another legally defined allocation mechanism.

Institutional coordination remains part of the policy design. The Ministry of Finance leads the
fiscal instruments, the Ministry of Environmental Protection leads MRV, permits and parts of the
secondary legislation, and the Ministry of Mining and Energy leads energy-sector planning and the
electricity-CBAM agenda. Delivery also requires links with the Development Agency of Serbia, the
Innovation Fund, CCIS, commercial banks and international financial institutions. The practical task is
to connect tax collection, MRV data, product documentation, investment support, enterprise
outreach and financing into one delivery sequence. A legal carbon-pricing framework will deliver
limited competitiveness value if firms cannot produce usable CBAM documentation or prepare
bankable decarbonisation projects.
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H. Implications for Green Industrial Policy

Serbia’s CBAM response should start from operational capabilities. Goods-side exposure is
concentrated in metals and fertilisers, while cement matters through process emissions and
domestic-market diversion. Electricity remains a system issue because it shapes grid carbon
intensity, market integration and the future carbon-price path. The immediate capability is
deductibility. Serbian carbon payments will matter for exporters only when EU declarants can
document an effectively paid carbon price and connect it to embedded emissions in the imported
product. This requires product-level methods, verifier access, proof of payment, tax attribution
and buyer-facing templates. It also requires a power-sector roadmap that links electricity-CBAM,
market coupling, EPS decarbonisation, carbon-price convergence, grid investment, clean-
electricity procurement, Article 4 tax-credit use and household protection.

The organising principle should be productive adjustment. Serbia should first make the
domestic tax usable for CBAM deduction, complete the documentation chain and strengthen
product-level MRV. Budget-funded support should then be tied to projects that reduce future
exposure through energy efficiency, process upgrades, cleaner inputs, alternative fuels, secondary
raw materials, emissions monitoring and buyer-facing documentation. Public support should
finance additional investment, measurable CO,eq reductions and capabilities that firms need to
remain in EU value chains. The Article 7 route can support GHG-tax taxpayers, while supplier
readiness, networks, vulnerable households, just-transition measures and future exposed sectors
outside the current taxpayer group need separate budget-visible channels. Carbon pricing will
support Green Industrial Policy only if it produces verified abatement, better data, investment
preparation and lower future exposure.

The employment and supplier dimensions affect instrument design. The Green Jobs Report
estimates that Serbia’s manufacturing sector could generate 50,000-100,000 green jobs by 2030,
especially in electrical equipment, automotive supply chains, energy-efficient appliances and
circular-economy activities, provided investment and workforce retraining are in place (ILO, 2025).
CBAM-related support should be designed as transformation support for exposed producers,
suppliers and workers. Smaller exporters and suppliers need a different delivery channel because
emissions calculation, documentation, advisory services, energy audits and verification can be
expensive relative to internal capacity. A credible Green Industrial Policy response would combine
carbon-cost deductibility, product-level MRV, decarbonisation finance, supplier upgrading, clean-
electricity access and sector-specific skills. The following chapters assess whether Serbia’s labour-
market, financing and industrial-policy instruments can deliver that package.
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3. Just Transition, Employment, and Skills

A. Strategic and Legal Framework

Serbia has established the formal basis for a just energy transition, but the agenda remains at
an early implementation stage. The broader climate and energy framework is now defined by the
Law on Climate Change, the Low-Carbon Development Strategy, the Climate Change Adaptation
Programme, the INECP, and the Energy Development Strategy. The Just Energy Transition Plan of the
Republic of Serbia until 2030, adopted in July 2025, is the first dedicated document that translates
this framework into a social, labour-market and territorial transition agenda (Government of Serbia,
2025a; ILO, 2025). Its four pillars are green energy transition and retraining of the existing workforce,
human-capital development, diversification of local economies in affected areas, and governance of
the transition process.

The plan is best understood as a framework for launching the just-transition process rather
than as a fully operational worker-transition programme. It proposes an inter-ministerial gov-
ernance structure, a Just Transition Unit within the Ministry of Mining and Energy, working groups, a
financing mechanism, green-skills planning, employee-structure analysis, reintegration measures,
worker-redeployment plans, mine master plans, local development plans, entrepreneurship support,
and industrial-park upgrading. The sequencing of these measures confirms the early-stage nature of
implementation. Several key activities are planned for 2025-2027, while detailed analysis of redun-
dancies and labour-market needs is scheduled later, from 2027 onward (Government of Serbia,
2025a). The strategic document now exists. The next test is whether it becomes a funded, monitored
and locally implemented transition system.

Implementation credibility is the core constraint. The Just Energy Transition Plan contains a KPI
structure and assigns institutional responsibilities, but publicly available evidence on district-level
allocations, training delivery, worker redeployment and local economic-diversification projects
remains limited. The plan itself states that the current situation analysis is limited to the possible
closure of Kolubara A and Morava, and that a more detailed analysis of the overall energy-transition
process will require EPS decarbonisation planning, Resavica transition planning and clearer treatment
of CBAM and domestic carbon pricing (Government of Serbia, 2025a). The publicly available
summary of EPS’'s adopted Decarbonization Action Plan provides a clearer long-term portfolio
direction, including almost complete decarbonisation by 2050, expansion of renewable and hydro
capacity, and explicit recognition that workforce transition must be managed as thermal and mining
activities decline (EPS, 2025). The summary improves strategic direction. Implementation still
depends on financing, grid connection, project preparation, tax-credit treatment and moving large
renewable and flexibility projects from development to execution (EPS representative, personal
communication, June 2026). Serbia therefore has a clearer basis for planning. A worker-level and
district-level implementation system still has to be built.
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B. Coal-Region Labour Exposure

Coal-region exposure is concentrated, visible and politically sensitive. The Just Energy Transition
Plan reports 25,288 employees in thermal power plants and coal mining. This includes 19,685 work-
ers in coal mining and 5,603 workers in thermal power plants. Within coal mining, 13,593 workers are
in the Kolubara basin, 2,527 in Kostolac, and 3,565 in Resavica underground mines (Government of
Serbia, 2025a). These figures cover direct employment and do not fully capture subcontractors, sup-
pliers, households dependent on coal-sector wages, or local businesses whose demand depends on
mining and thermal-power employment.

The territorial risk is uneven. Kolubara and Kostolac are the central lignite basins supplying Serbia’s
coal-fired electricity generation, while Resavica is much smaller in the national coal balance but can
be locally decisive. Kolubara-related municipalities benefit from proximity to Belgrade, stronger
transport links and, in some cases, more diversified local economies. Resavica and Despotovac face a
weaker transition position because local economic activity is more dependent on mining, the indus-
trial base is thinner, and demographic and infrastructure conditions are weaker (Government of Ser-
bia, 2025a). The same national coal-exit path creates very different local adjustment problems.

The Just Transition Plan gives more detailed risk estimates only for selected cases. It estimates
that closure of Kolubara A and Morava could indirectly affect 472 jobs in the Kolubara region, mostly
among subcontractors and companies linked to the EPS value chain. For Rembas, the largest Resavi-
ca mine, the plan estimates that 930 mining jobs could be directly affected by 2030, with a further
958-1,367 indirect jobs at risk through subcontractors and related local activity (Government of Ser-
bia, 2025a). These estimates should not be generalised to the whole coal sector, but they show the
type of local labour-market analysis that will be needed for all affected territories as plant-retirement
and mine-transition plans become more concrete.

The 2050 coal phase-out horizon gives limited guidance for worker-transition planning. The
INECP and Energy Development Strategy envisage a gradual reduction in coal use, while the EPS
Decarbonization Action Plan summary models almost complete decarbonisation by 2050 and
decommissioning of thermal units in 2046-2049, with Kostolac B2 and B3 retained as strategic cold
reserve (EPS, 2025). This gives a clearer long-term direction, but it still leaves workers, municipalities
and training institutions without a near-term plant and mine calendar. The summary itself shows why
the calendar is difficult: district-heating obligations, security of supply, reserve capacity and the
possible need to keep some Kostolac mine staff and equipment all affect closure timing (EPS, 2025).
EPS interview evidence also indicates that the main new renewable and flexibility projects are still
largely in planning or development, with grid connection and financing among the central
constraints (EPS representative, personal communication, June 2026). Serbia should therefore test
intermediate coal-transition scenarios, including a 2040 stress case, against replacement capacity,
grid adaptation, EPS finances, tariff effects, workforce transition, land rehabilitation, local economic
restructuring and available external support. The practical output should be plant and mine mile-
stones that give workers, municipalities, training institutions and local businesses usable planning
information.
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Part of the coal-workforce adjustment may occur through retirement, but retirement cannot
substitute for a transition system. EPS interview evidence indicates that the company has an
ageing workforce structure and that part of the adjustment may be absorbed through natural
attrition (EPS representative, personal communication, June 2026). The same evidence also indicates
that systematic retraining is not yet in place, that training is organised more case by case, and that
EPS does not have a dedicated internal training centre able to carry the transition on its own (EPS
representative, personal communication, June 2026). Worker mapping should therefore distinguish
between employees likely to exit through retirement, employees suitable for redeployment within
EPS or related energy activities, and employees requiring active labour-market support outside the
company. Public institutions have to own this architecture because coal-region transition includes
EPS, PE UCM Resavica, subcontractors, suppliers, local governments, vocational education providers
and the National Employment Service.

C. Energy Poverty and Social Protection

Energy poverty is a distributional constraint on Serbia’s energy transition. It affects the feasibil-
ity of tariff reform, carbon pricing, heating-sector reform and energy-efficiency policy. The Energy
Community’s 2025 Serbia Implementation Report (EnC, 2025b) notes that Serbia has legally defined
both energy poverty and the vulnerable customer concept, and that the INECP sets a target to re-
duce energy poverty by 75% by 2030 relative to 2020. In 2024, 173,773 vulnerable consumers re-
ceived electricity subsidies, with a budget above EUR 17 million, while an average of only 215 gas
consumers per month received gas bill subsidies. Legally recognised energy-vulnerable customers
are protected from electricity disconnection due to unpaid bills.

Current indicators show that the problem remains material despite regulated prices and tar-
geted support. In 2024, 9.3% of the population could not keep their home warm enough and 16.3%
faced arrears on utility bills. In 2023, 10.4% lived in dwellings with structural problems such as leaking
roofs or damp walls, while 19.7% of the population was at risk of poverty (EnC, 2025b). These figures
confirm that energy poverty cannot be addressed only through electricity-price protection. It is
linked to income, housing quality, heating systems, appliances and the ability of households to fi-
nance efficiency improvements.

The Sustainability Performances, Evidence and Scenarios (SPES) report provides a useful mul-
tidimensional measure of this vulnerability. Its Energy Poverty Index is based on three self-
reported indicators: inability to keep the home adequately warm, arrears on utility bills, and housing
faults. Serbia’s index declined from 0.158 in 2017 to 0.123 in 2020, while the average value over
2017-2020 was around 0.144 (Krsti¢ et al., 2024). The value is an index based on a weighted combi-
nation of deprivation dimensions, rather than a household headcount. Its main use is diagnostic. It
shows that energy poverty in Serbia combines payment problems, poor housing conditions and
thermal-comfort deficits.

The structural source of energy poverty lies in inefficient housing and heating. The RES Foun-
dation report shows that energy costs accounted for around 12% of total household expenditure in
Serbia in 2021, compared with 4.46% in the EU27. It also reports that more than half of Serbian
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households perceived housing costs as a heavy financial burden, with a further large share consider-
ing them a financial burden. Around 35% of Serbian households were unable to cover minimal unex-
pected expenses (RES Foundation, 2023). These findings matter because many energy-poor house-
holds cannot participate in standard renovation and energy-efficiency schemes if those schemes re-
quire co-financing, commercial credit or the ability to pre-finance works.

Heating is the most important intervention point. In the Western Balkans, household heating is
the largest household energy use, biomass is the largest fuel in residential energy use, and individual
heaters remain widespread. The RES Foundation report estimates that almost three million house-
holds in the region rely on individual heating devices, while real-life efficiency of these devices is of-
ten around 30-40%. Replacing inefficient devices with eco-design compliant appliances could reduce
emissions sharply, while also reducing fuel needs and improving comfort (RES Foundation, 2023).
Earlier survey evidence for Serbia underscores the equity dimension. Among socially vulnerable
households, around two-thirds relied on firewood for heating, often of low quality, and roughly nine
in ten received no support to obtain it (RES Foundation, 2021). For Serbia, this points to a just-
transition policy package that combines targeted bill relief with structural support for housing reno-
vation, efficient heating, appliance replacement and clean energy access for vulnerable households.

Energy-poverty policy should shift from broad price suppression to targeted protection plus
efficiency and clean-heating support. Regulated electricity prices have helped contain social pres-
sure, but broad price suppression weakens investment signals and does not improve the energy per-
formance of homes. The more durable approach is to protect vulnerable consumers directly, use en-
ergy-efficiency and clean-heating support to reduce their energy needs, and design tariff reforms so
that vulnerable households are compensated without keeping prices artificially low for all users.

Electricity-sector carbon pricing would intensify the need for targeted protection. The Fiscal
Council’'s 2030 scenarios show the order of magnitude of the household-affordability risk: EU ETS-
equivalent treatment for EPS could at least double household electricity prices without favourable
terms, while a domestic electricity carbon tax could raise household electricity prices by more than
50% in one scenario (Fiscal Council, 2025). The relevance for just transition lies in the domestic
power-system effect. If Serbia moves toward EU ETS-equivalent electricity-sector pricing, the cost
would affect generation costs, tariff setting, EPS finances and household affordability. EPS's
Decarbonization Action Plan summary also treats rising CO, prices as a major financial-sustainability
risk for the existing generation portfolio (EPS, 2025). Social protection, energy efficiency and clean-
heating support should therefore be designed alongside tariff reform, grid-fee adjustment, carbon-
pricing alignment and budget-funded decarbonisation support.

D. Green Job Opportunities and the Geographic Mismatch

Serbia’s green-job potential is sizeable and conditional. Sectoral estimates suggest that Serbia
could create up to around 200,000 green jobs by 2030 across manufacturing, energy, agriculture,
construction and circular-economy activities (ILO, 2025). Manufacturing is the largest potential
source, with an estimated 50,000-100,000 jobs by 2030 in electrical equipment, automotive supply
chains, energy-efficient appliances and circular-economy activities (ILO, 2025). Agriculture could add
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10,000-20,000 jobs through organic farming, solar irrigation, biogas and climate-smart practices,
while the waste sector could generate additional employment through formalisation of collection
and expansion of recycling (ILO, 2025). These figures measure potential under favourable conditions
and draw on different sectoral methodologies. Employment will materialise only where the transition
is linked to industrial upgrading, investment finance and skills.

The energy sector’s own job creation is too small to absorb the coal workforce, and this mat-
ters for just-transition planning. The Just Transition Plan expects renewable construction, opera-
tion and maintenance to add at most 6,105 jobs by 2030, most in solar, which is meaningful but no-
where near enough to absorb the coal workforce on its own (Government of Serbia, 2025a). Building
renovation is the stronger employer, on the order of 250-1,500 construction jobs a year in Belgrade
alone and roughly 17 jobs for every EUR 1 million invested (ILO, 2025), but it draws on different skills,
firms and locations than coal mining and thermal generation.

Serbia’s just transition is as much a regional-development problem as a labour-market one,
because the jobs it removes and the jobs it creates are in different places. Coal-related losses
are concentrated in the Kolubara, Kostolac and Resavica territories, while green job creation will be
spread across manufacturing centres, construction markets, renewable-energy sites, agricultural re-
gions and waste-management systems. A coal-region worker in Resavica cannot be assumed to
move automatically into a renovation job in Belgrade, a wind project in Vojvodina, or a factory in
Kragujevac or Nis. Unless policy closes that spatial gap, the country’s aggregate green-job potential
will not translate into re-employment for the workers who actually lose out.

Place-based instruments are needed because generic retraining will not solve the spatial mis-
match. Coal-region workers may face barriers linked to age, occupation-specific skills, housing, fami-
ly ties, commuting distance and local labour demand. A credible transition package should combine
retraining with local investment attraction, industrial land reuse, infrastructure upgrading, supplier
development, and support for small and medium-sized enterprises in affected municipalities. The
Just Transition Plan already includes local development plans, entrepreneurship and self-
employment support, and upgrading of industrial parks. The next step is to define district-level fund-
ing envelopes, implementation responsibilities and measurable employment outcomes.

Industrial brownfields and mine land are one of the clearest links between just transition and
Green Industrial Policy. The Just Transition Plan lists several possible uses for decommissioned
thermal-power and mining sites, including renewable-energy facilities, storage, industrial hubs,
waste-management facilities, education and research centres, green spaces and restored land
(Government of Serbia, 2025a). Repurposing coal assets can reduce environmental damage, restore
land value, attract new activities and create local employment. The policy lesson from former coal
regions is that land remediation, infrastructure reuse and local economic diversification need to be
planned together. Treating them as separate environmental, employment and industrial-policy files
would weaken delivery.
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E. Skills, Reskilling and Redeployment

The skills agenda requires a formal green-jobs definition. Serbia cannot manage coal-sector
restructuring or green-job creation without a clearer skills pipeline, and that pipeline depends on
knowing which occupations, skills and activities count as green. The Green Jobs Report identifies
shortages in occupations such as photovoltaic installers, heat-pump technicians, building-energy
auditors, battery and EV technicians, and emissions-monitoring specialists (ILO, 2025). These
shortages remain difficult to quantify because Serbia has not yet adopted a green-jobs definition
and does not systematically track green occupations through labour-market or education statistics. A
national definition, aligned with the ILO framework and adapted through sectoral annexes for
energy, manufacturing, construction, waste, agriculture and services, would give the National
Employment Service, education institutions and ministries a common basis for planning, eligibility
and monitoring.

The Just Transition Plan provides the right categories for a skills system. On the supply side, it
proposes a National Strategic Plan for Green Skills, a dedicated competence centre, upgraded
technical and vocational schools, tailored retraining, better job-demand information and a digital
network linking workers, industry and training providers (Government of Serbia, 2025a). On the
workforce side, it foresees employee-structure analysis, reintegration research, redeployment plans
within coal-based energy companies and mine master plans (Government of Serbia, 2025a). These
instruments are relevant because coal-region transition requires more than general adult training.
The current gap lies in financing, institutional ownership, delivery scale, accredited training provision
and links to real vacancies. The plan therefore needs to move from instrument lists to
implementation routines that workers, employers and municipalities can actually use.

EPS evidence confirms that company-level training cannot carry the transition alone. Existing
training appears to be organised mainly case by case, with employees sent to available programmes
rather than trained through a consolidated internal transition system (EPS representative, personal
communication, June 2026). EPS interview evidence also indicates that the company does not have a
dedicated internal training centre able to deliver the transition at the required scale (EPS
representative, personal communication, June 2026). Retirement pathways may reduce part of the
adjustment, especially if the workforce is ageing, but younger and mid-career workers still need
active support. A state-led framework is therefore needed to connect EPS workforce data, Ministry of
Mining and Energy planning, National Employment Service instruments, vocational education
providers, local governments and dedicated financing.

Restructuring should be based on workforce segmentation. Older workers may be covered
through retirement pathways or negotiated early-retirement schemes. Workers with transferable
technical skills may be redeployed within EPS, the grid, maintenance, hydropower, renewables or
system-flexibility projects. Younger and mid-career workers will need retraining pathways connected
to real jobs, rather than general training courses. Subcontractors and local suppliers need separate
support because they may fall outside EPS internal redeployment channels. This segmentation
should be built into the employee-structure analysis foreseen by the Just Transition Plan. It should
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also guide financing. A worker close to retirement, a thermal-plant technician, an underground
miner, a subcontractor and a young worker in a coal municipality require different combinations of
income support, training, redeployment, mobility assistance and local job creation.

A Just Transition Voucher scheme could provide a practical short-term instrument. Vouchers
could finance accredited training in occupations linked to verified labour-market demand, including
renewable-energy installation, grid maintenance, energy efficiency, emissions monitoring, land
remediation, environmental services and industrial maintenance. The scheme should be delivered
through local National Employment Service branches, accredited vocational education and training
providers, employers and, where relevant, EPS facilities. It should prioritise workers directly exposed
to coal restructuring, while also covering affected subcontractors and vulnerable workers in coal-
region municipalities. Once carbon-pricing receipts begin to flow through the budget, a visible
budget programme could co-finance this scheme alongside IPA Ill, RGF-linked support, dedicated EU
decarbonisation support or other transition finance. The main performance indicator should be
measurable placement rather than training attendance.

F. Public Engagement and Local Governance

Just transition requires permanent local implementation capacity. The Just Transition Plan places
an inter-ministerial committee and a Just Transition Unit inside the Ministry of Mining and Energy at
the centre of governance, with working groups, stakeholder engagement and local implementation
beneath them. Its stakeholder map covers the Government and line ministries, EPS, PE UCM Resavica,
the National Employment Service, local governments, regional development agencies, CCIS,
employers, civil society and trade unions (Government of Serbia, 2025a). This architecture creates a
formal basis for coordination. Its practical value will depend on regular reporting, a standing role for
coal-region actors and participation before key decisions on closures, retraining, land reuse and local
investment are fixed.

Coal-region governance needs a permanent forum. Serbia already has channels for tripartite
dialogue and environmental consultation, but coal-region transition requires a dedicated
implementation venue. A standing Just Transition Forum, supported by regional sub-committees in
Kolubara, Kostolac and Resavica-related territories, would give workers, local governments, EPS, PE
UCM Resavica, employers, the National Employment Service, civil society and education providers a
regular place in delivery. Its role should be practical. It should review employment risks, plant and
mine milestones, training priorities, local investment needs, social-protection measures and progress
against the Just Transition Plan.

Public reporting should become the core implementation tool. The most practical step is an
annual Just Transition Plan Progress Report built on the KPI framework that the plan already
contains. The report should publish district-level budget allocations and disbursements, plant and
mine milestones, workers mapped, workers trained, workers redeployed, workers supported through
income or mobility measures, local diversification projects financed, coal-land reuse projects
prepared and industrial parks upgraded. It should also report support to energy-vulnerable
households where tariff reform, grid fees or carbon-pricing alignment affect affordability. Annual
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reporting would turn the plan into a monitored process that workers, municipalities, Parliament,
external partners and financiers can assess.

Progress reporting should also support financing negotiations. Linking selected governance and
reporting milestones to the Reform and Growth Facility would improve delivery discipline, because
disbursement would depend on implementation evidence instead of document adoption alone.
Serbia will also need a larger costed financing discussion with the EU and international financial
institutions if electricity-sector carbon-pricing convergence, EPS decarbonisation and coal-region
restructuring are expected to proceed in parallel. Public reporting would provide the evidence base
for deciding how much domestic budget support, carbon-pricing revenue, IPA/RGF funding, IFl
finance and additional dedicated EU decarbonisation support will be needed.

G. Comparative Lessons and Implications for Green Industrial Policy

Poland, Germany and Tiirkiye offer different lessons for Serbia. Poland shows the financing
asymmetry between coal-heavy EU members and candidate countries. It entered the EU ETS as an
EU member, remained heavily dependent on coal, faced repeated political resistance around mine
closures, and had access to cohesion policy, the European Regional Development Fund, the
European Social Fund Plus, the Cohesion Fund, the Just Transition Fund, EU ETS auction revenues,
the Modernisation Fund and the Social Climate Fund. Germany shows the fiscal scale of coal-
region transition in a richer economy. Its Coal Commission proposed around EUR 40 billion of
support for coal regions, which illustrates why coal exit requires a negotiated fiscal and territorial
package rather than ordinary labour-market measures alone (Agora Energiewende, 2019). Turkiye
offers a narrower technical lesson. Without EU membership, it has moved toward domestic
carbon-pricing infrastructure and an ETS framework because CBAM-exposed exporters need
operational carbon governance (ICAP, 2026).

The main comparative lesson is the need to cost the transition before negotiating the
policy route. Serbia cannot assess electricity-sector carbon-pricing convergence, EPS
decarbonisation, coal-region restructuring and household protection through separate policy
files. A credible concept should estimate the cost of replacement capacity, grid adaptation,
district-heating conversion, mine closure, land remediation, worker support, local diversification,
energy-efficiency measures and household protection. It should then identify which costs can be
covered by the budget, SOE investment, carbon-pricing receipts, tariffs, IPA, RGF, WBIF, IFl finance
and additional dedicated EU decarbonisation support. RGF and IPA can support reforms,
governance and selected investments. A coal-heavy transition under EU-aligned carbon-pricing
conditions will require a larger dedicated financing discussion with the EU.

The just-transition component of Green Industrial Policy should be organised around six
instruments. First, Serbia should adopt a formal green-jobs definition within 12 months, based
on the ILO framework and supplemented by sectoral annexes for Serbian conditions. Second, the
Government should publish annual Just Transition Plan progress reports with district-level
financial and implementation data. Third, Just Transition Vouchers should be introduced for
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workers and residents of coal-affected territories, linked to verified labour-market demand and
accredited training providers. Fourth, coal-region diversification should be supported through
local development plans, industrial-park upgrading, mine-land repurposing and targeted
investment promotion. Fifth, energy-poverty policy should combine targeted tariff protection
with structural measures such as housing renovation, efficient heating, appliance replacement
and support for low-income households to access clean energy. Sixth, Serbia should prepare a
costed transition-financing request that combines domestic budget resources, carbon-pricing
receipts, RGF and IPA resources, IFl finance and additional dedicated EU decarbonisation support.

Serbia’s just-transition agenda has a formal basis, but implementation remains to be built.
The affected workforce is known at a broad level, the main territories are identifiable, and EPS
decarbonisation planning now gives a clearer long-term direction. The next phase requires
worker-level mapping, plant and mine milestones, local implementation bodies, district financing,
green-skills programming, targeted household protection and annual public reporting. The
financing side should be explicit. Serbia cannot treat coal-region transition as a domestic
administrative exercise if electricity-sector carbon-pricing convergence becomes part of EU
alignment. A credible just transition will require domestic budget discipline, EPS investment
planning and a negotiated external support package.
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4. Financing the Energy Transition

Serbia’s green transition is moving from planning toward financing and delivery. Chapters 1-3
showed why this matters for electricity, carbon pricing, CBAM exposure, MRV, firm competitiveness,
workers and vulnerable households. The financing question is how Serbia can convert strategies, car-
bon-pricing instruments and external finance into public investment, SOE investment, firm-level de-
carbonisation and targeted social protection. This chapter focuses on the financing structure behind
that shift. It does not list every green-finance instrument available to Serbia. The relevant issue is how
resources are allocated, sequenced and monitored across the budget, state energy companies, tar-
iffs, external finance, carbon-pricing instruments and firm-level support.

A. Investment needs and financing structure

Serbia’s official energy and climate planning gives a clear order of magnitude for the transi-
tion. The INECP estimates implementation investment needs at EUR 29.889 billion by 2030, across
the plan’s five dimensions. Serbia’s First Biennial Transparency Report reports the same underlying
INECP estimate as USD 34.12 billion, partly to avoid duplication of mitigation financing needs in in-
ternational reporting (MoME, 2024a; Republic of Serbia, 2024). The INECP estimate gives the scale of
implementation. Funding assignments, annual allocations, tariff treatment, SOE investment plans and
private-sector participation still have to be specified through fiscal and sectoral planning.

The composition of the INECP estimate matters because the transition is broader than power
generation. Energy efficiency accounts for the largest component, at about EUR 20 billion, followed
by decarbonisation, energy security, the internal energy market, and research, innovation and com-
petitiveness. The same INECP table gives public aid of about EUR 10.9 billion and own funds of about
EUR 19 billion (MoME, 2024a). This split helps identify financing assumptions, yet it does not fully
show economic incidence. Own funds may include investment by network operators and state ener-
gy companies whose costs are later recovered through tariffs, guarantees, borrowing or public sup-
port.

Other strategic documents strengthen the scale argument while using different cost concepts.
The Low-Carbon Development Strategy estimates additional investment costs against a baseline, in-
cluding EUR 6.5 billion for 2020-2030 and a larger range for 2030-2050 (Government of Serbia,
2023). The Energy Sector Development Strategy gives sector and project-level capital expenditure
estimates to 2040, including large figures for electricity, renewable energy and energy efficiency
(MoME, 2024b). These figures are useful for sector detail and long-term planning. They should be
read alongside the INECP rather than merged into a single headline, since scopes, time horizons and
cost definitions differ.

The Biennial Transparency Report (BTR) adds an important implementation caveat. Its support-
needs tables identify priority areas for international assistance, but they cover only a subset of needs
and use indicative amounts. The BTR notes that some investment amounts are still undefined, that
prioritisation criteria are not fully established, and that several measures require further studies (Re-
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public of Serbia, 2024). This is the main reason to move from headline cost estimates to a financing
structure. Serbia needs a map that links measures to financing sources, implementing institutions,
annual budgets, tariffs, SOE plans, EU and international financial institution (IFl) finance, domestic
carbon revenues, and expected private participation.

A practical financing structure would distinguish several layers. Public investment covers budg-
et-funded infrastructure, environmental systems, public buildings and social measures. SOE and net-
work investment covers EPS, EMS, Elektrodistribucija Srbije (EDS), Srbijagas and related entities. Tar-
iffs and grid fees affect cost recovery and the financial capacity of energy companies. External finance
supports reforms, infrastructure and project preparation. Carbon-pricing laws and the new decrees
create a potential route toward domestic decarbonisation support, provided that revenues, budget
allocations and public calls are made visible and performance-oriented. Firm-level and SME finance
remain necessary for industrial energy efficiency, cleaner inputs, MRV, product-level documentation
and supplier upgrading.

B. Fiscal risk and public-sector implementation

The adopted Fiscal Strategy provides a stable headline fiscal baseline, but not a consolidated
transition-financing envelope. It projects consolidated deficits of 3% of GDP in 2026 and 2027, fol-
lowed by 2.5% of GDP in 2028 and 2029, with general-government debt declining from 44.7% of
GDP in 2026 to 43.9% in 2029 (Government of Serbia, 2026). The Fiscal Council’s opinion was issued
on the draft Strategy, but its assessment remains relevant for items retained in the adopted docu-
ment (Fiscal Council, 2026). The fiscal starting point is therefore relatively stable, while the available
room is narrower than the headline debt path suggests. Energy-transition investment, electricity-
CBAM treatment, energy-company guarantees, potential NIS-related borrowing and targeted social
protection could still seriously affect medium-term stability.

Energy-sector investment belongs inside fiscal-risk management because Serbia’s main energy
companies operate close to the public-finance perimeter. The Fiscal Council notes that domestic
energy companies generate more than three-quarters of total revenue among Serbia’s 36 strategic
majority state-owned enterprises (Fiscal Council, 2026). The 2021-2022 energy crisis required about
EUR 3 billion of budget support to EPS and Srbijagas, which shows how weak investment, poor cost
recovery, import dependence and delayed tariff adjustment can move from sector stress into public
expenditure (Fiscal Council, 2026). The current issue should not be framed only as the risk of another
emergency rescue. It is also whether EPS, Srbijagas, EMS, EDS and other public actors can finance a
much larger investment cycle through tariffs, borrowing, guarantees and own cash flow without
creating new fiscal pressure.

The scale-up required from public entities is substantial. The Fiscal Council estimates that the
public sector and state energy companies may need to realise 60-85% of INECP-related investment,
or more than EUR 20 billion (Fiscal Council, 2025). Actual investment by all state energy actors was
slightly above EUR 1.1 billion in 2024, while the annual level needed in 2025-2030 is estimated at
EUR 3-3.5 billion (Fiscal Council, 2025). This implies a sharp increase in implementation capacity
across EPS, EMS, EDS, Srbijagas, ministries, local governments and heating companies. The fiscal
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question is not only how much finance can be mobilised. It is whether public entities can prepare
bankable projects, recover costs gradually, manage borrowing and maintain enough liquidity to
avoid renewed pressure on the budget.

State guarantees are a central part of the financing path. The Fiscal Strategy records the 2026
Budget Law framework for state guarantees and links guarantee risk to the repayment capacity of
public enterprises (Government of Serbia, 2026). The Fiscal Council estimates that announced
guarantees for energy-sector projects are large, with EPS accounting for four projects worth RSD
292.4 billion, or around EUR 2.5 billion and about 70% of the announced guarantee envelope for the
sector (Fiscal Council, 2026). These guarantees can support grid, generation, storage and flexibility
projects, especially where IFl loans are involved. They also create contingent exposure whose timing,
drawdown and repayment effects are not fully visible in the medium-term debt path. This calls for
project-level disclosure, debt-risk assessment and monitoring of SOE repayment capacity.

The unresolved NIS ownership and sanctions issue is a separate fiscal-space caveat. The Fiscal
Council notes that the 2026 Budget Law provides for possible additional borrowing of RSD 164
billion, or around EUR 1.4 billion, if the state has to acquire an ownership stake in NIS because
negotiations fail (Fiscal Council, 2026). The adopted Fiscal Strategy also recognises sanctions on NIS
as a macroeconomic and industrial risk, including through their effect on early-2026 oil and chemical
production (Government of Serbia, 2026). This risk is not an energy-transition investment need, but it
competes for borrowing capacity, policy attention and fiscal room in the same energy-sector
perimeter. It should therefore be considered alongside guarantees, EPS investment and electricity-
market adjustment when assessing the real space for financing the transition.

Project preparation affects whether finance becomes investment. The Fiscal Council's 2025 re-
port reviewed ten priority energy projects worth more than EUR 7.5 billion and identified frequent
delays in early project-preparation stages, including spatial-planning documentation, project-
technical documentation and resolution of property-rights issues (Fiscal Council, 2025). It also rec-
orded major cost revisions for Perdap 3, self-balancing solar plants and Bistrica, partly linked to weak
technical documentation at the planning stage and later changes in project scope and technical solu-
tions (Fiscal Council, 2025). These findings do not weaken the case for large system projects. They
define the conditions for using finance effectively. WBIF grants, IFl loans, state guarantees and budg-
et allocations require bankable documentation, procurement readiness, land resolution and cost
control before they can support transition at scale.

Electricity-CBAM adds a fiscal channel, but the near-term burden should be read through the
new trading reality. The adopted Fiscal Strategy estimates electricity-CBAM effects at about EUR
20.7 million under the current regulatory scope, and about EUR 14.5 million if proposed changes
allow the national energy mix to be reflected in the emissions factor (Government of Serbia, 2026).
The Fiscal Council estimates a larger potential effect of around EUR 180 million in 2026 and around
EUR 300 million in 2030, assuming EU ETS prices rise from about EUR 75/tCO, to about EUR
100/tCO,, and based on higher exposure assumptions and historical export patterns (Fiscal Council,
2026). Those estimates remain useful as stress tests. They should not be treated as the central
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expected burden if Serbian-generated electricity exports to the EU remain limited and commercially
unattractive under CBAM. The larger fiscal issue is the future carbon-pricing path for the domestic
power sector.

The larger fiscal caveat concerns possible EU ETS-equivalent treatment of Serbia’s electricity
sector. Chapter 2 explains why the Article 2(7) electricity route depends on market coupling and
movement toward EU ETS-equivalent electricity carbon pricing. Under current EU ETS-type
assumptions, the Fiscal Council estimates that EPS could face annual emissions costs of about EUR 3
billion by 2030, roughly 80% of its 2024 operating revenue, unless free allowances, a long transition
period or negotiated concessions materially reduce the burden (Fiscal Council, 2025). This is why the
fiscal space discussion cannot rely only on the current deficit and debt path. The fiscal impact of
electricity alignment depends on the negotiated design, tariff sequencing, social protection, EPS
investment capacity and the speed of power-sector decarbonisation.

Serbia’s fiscal position provides an entry point for planned transition financing, although the
room is narrower than the headline debt ratio suggests. The transition has to be assessed across
ordinary capital expenditure, SOE and network investment, state guarantees, tariff and grid-fee
decisions, external loans, carbon-pricing revenues, contingent liabilities and targeted social support.
NIS, electricity-CBAM and possible EU ETS-equivalent treatment show why a consolidated view is
necessary. The financing challenge is not only to mobilise money, but to sequence the transition so
that investment, cost recovery and social protection move together. A credible medium-term
framework would show how budget allocations, SOE plans, guarantees, tariffs, concessional finance
and household protection are combined year by year.

C. Carbon-pricing revenues and recycling options

Serbia’s carbon-pricing laws create a domestic fiscal channel linked to CBAM adjustment. The
Law on the Greenhouse Gas Emissions Tax and the Law on the Tax on Imports of Carbon-Intensive
Products were adopted in 2025 and apply from 1 January 2026, with a starting rate of EUR 4/tCO.e
and first returns and payments due by 31 May 2027 for the 2026 tax period (Republic of Serbia,
2025a, 2025b). The first law creates a domestic carbon price for covered installations. The second
applies an import-side carbon charge to selected carbon-intensive goods. The resulting fiscal
capacity will depend on actual emissions, validated emissions data, tax credits, collection, import
volumes and annual budget decisions. The laws create a financing basis, while the budget process
will determine whether revenues become visible support for decarbonisation.

The initial revenue scale is more concrete but still uncertain. At the current statutory rate of EUR
4/tCO,e, the Fiscal Strategy estimates 2026 revenues from the GHG emissions tax, collected in 2027,
at about EUR 30-132 million. The wide range reflects expected emissions reported by taxpayers dur-
ing the permitting process, reductions in the tax base through reference values based on best availa-
ble techniques, production uncertainty, future abatement measures and the use of tax credits, espe-
cially in electricity. The import-side tax on carbon-intensive products is estimated at about EUR 11—
13 million, depending on the structure of imports and trade flows. Combined revenues from the two
carbon-pricing instruments could therefore reach about EUR 41-145 million for the 2026 tax period
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(Government of Serbia, 2026). These figures should be treated as indicative and conditional, and the
Fiscal Council considers their exclusion from formal medium-term fiscal projections justified because
implementation, collection and tax-credit use remain uncertain (Fiscal Council, 2026). Over the medi-
um term, the revenue scale could rise materially if the carbon-price path increases. The Fiscal Council
estimates that a domestic carbon tax on industrial CBAM goods excluding electricity could generate
about EUR 220 million annually by 2030 (Fiscal Council, 2025).

Carbon-tax revenue should not be mechanically netted against the Fiscal Strategy’s CBAM ef-
fect estimates. CBAM deductibility depends on whether EU declarants can document an effectively
paid Serbian carbon price and link it to the embedded emissions of the imported goods. Revenue
recycling also depends on the Serbian budget process, public calls and verified use of funds. The rel-
evant policy issue is therefore not only the gross amount of revenue collected, but whether the do-
mestic carbon price becomes usable for CBAM documentation and whether the revenue is converted
into visible transition support.

These revenues matter most where they finance bottlenecks directly linked to CBAM
adjustment. Even the larger medium-term estimates cover only a limited part of Serbia’s transition
investment needs, yet they could support industrial decarbonisation, energy efficiency, product-level
MRV, emissions-monitoring equipment, project preparation, supplier readiness and targeted support
for vulnerable households. The same operational conditions matter for CBAM deductibility. The
domestic GHG tax can reduce residual CBAM exposure only when EU declarants can document an
effectively paid carbon price and link it to embedded emissions in imported goods. The revenue ef-
fect of the laws and their usefulness for exporters therefore depend on the same chain of implemen-
tation. Serbia needs reliable tax administration, product attribution, verification, buyer-facing
documentation and visible budget allocation.

The two June 2026 decrees add implementation channels with different functions. The tax-
credit decree operationalises Article 4 of the GHG emissions tax law for qualifying electricity
producers and defines eligible CO,eq-reduction measures, including renewable generation, storage,
grid infrastructure needed for renewable integration, system flexibility, and withdrawal or
conservation of thermal-energy capacity (Ministry of Environmental Protection, 2026a; Republic of
Serbia, 2025a). The decarbonisation-incentive decree operationalises Article 7 and creates a budget-
funded incentive framework for GHG-tax taxpayers through public calls, eligible-cost rules, aid
intensities, contracts, reporting and repayment provisions (Ministry of Environmental Protection,
2026b; Republic of Serbia, 2025a). The first instrument reduces tax liability for qualifying electricity
producers. The second creates the main budget route for industrial decarbonisation support.

Article 7 is narrower than its list of policy purposes may imply. The GHG emissions tax law refers
to broad purposes such as climate and energy transformation, renewable energy, energy efficiency,
low-carbon technologies, industrial decarbonisation, energy-transition projects including infrastruc-
ture, just transition and vulnerable households (Republic of Serbia, 2025a). The entitlement, however,
is given to GHG-tax taxpayers. This means that the Article 7 route can support covered installations,
but it does not create a comparable channel for actors outside the taxpayer group. Networks, vulner-
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able households, municipalities, training institutions, coal-region transition bodies, supplier-readiness
functions and firms outside the current tax scope need separate budget-visible programme lines or
another legally defined allocation mechanism.

The incentive decree contains useful safeguards for performance-oriented support. Eligible
costs are defined as additional investment costs linked to emissions reduction or energy-efficiency
gains against a reference situation, while support is excluded where firms only comply with binding
standards already in force (Ministry of Environmental Protection, 2026b). Public calls may use criteria
such as expected CO,eq reductions, cost-effectiveness, technical feasibility, readiness and
sustainability of results (Ministry of Environmental Protection, 2026b). Final reporting must include
financial data, evidence of achieved effects and CO,eq reduction data, and the Ministry may request
repayment if financed measures deliver less than 80% of expected reductions (Ministry of
Environmental Protection, 2026b). These rules give the scheme performance discipline, while the first
calls will determine the budget envelope, scoring weights, documentation requirements and project
selectivity.

The Commission for State Aid Control opinion confirms the scheme-level legal basis. The
Commission assessed the proposed decarbonisation incentive decree as a State aid scheme,
recorded a maximum estimated annual budget of EUR 131.7 million, identified eligible industrial
activities and found the scheme compatible under Serbian State aid rules (Commission for State Aid
Control, 2026¢). The opinion matters because it confirms that the scheme, as notified, is compatible
with Serbian State aid rules and can be implemented within a controlled legal framework. It does not
determine future budget allocations, the quality of public calls, the eligibility of every application,
project readiness, absorption capacity or realised emissions reductions. The scheme is legally usable,
while its practical value depends on budget allocation, appraisal quality, monitoring and
enforcement.

Revenue recycling can be organised through the budget system. The current legal package
points to budget-based allocation, since Article 7 provides for incentives from the state budget and
the incentive decree gives that route procedural form (Ministry of Environmental Protection, 2026b;
Republic of Serbia, 2025a). The Fiscal Council recommends directing carbon-tax revenues toward the
energy transition, business decarbonisation and protection of energy-vulnerable citizens, while also
recognising several possible uses, including general budget revenue, household transfers, tax
reductions, energy-efficiency support and investment support (Fiscal Council, 2025). The practical
issue for Serbia is traceability. Firms, citizens and external partners need to see carbon-related
receipts, appropriations, public calls, awards and verified results in budget and programme reporting.

Table 4. Revenue-recycling options within Serbia’s budget framework

Revenue-
recycling option

Role in Serbia’s financing structure Main condition
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Revenue-
recycling option

Role in Serbia’s financing structure Main condition

Carbon-related receipts enter the general budget,
while the Budget Law can create visible pro-

. . o . Annual allocations, public
Budget-integrated  gramme lines for taxpayer-facing industrial decar- P

calls, eligibility rules,

green pro- bonisation and separate programme lines for en- .
. . award data and reporting
grammes ergy efficiency, networks, MRV readiness, vulnera- on realised results
ble households, just transition and supplier up- '
grading.

Clear audit trail, budget
classification, published
performance indicators
and compatibility with
fiscal rules.

Treasury tracking Traceability is strengthened inside the budget sys-
or special-purpose  tem without creating an off-budget vehicle. Car-
budget pro- bon-related spending can be classified, tracked
gramme and evaluated more easily.

Full fiscal consolidation,
strong governance, pro-
curement discipline, State
aid compliance and inde-
pendent oversight.

A separate fund would require additional govern-
Off-budget green ance, oversight and fiscal-consolidation safe-
fund guards. Current evidence points to budget-based
allocation as the immediate route.

The 2027 budget cycle is the first practical test of revenue recycling. A budget-integrated pro-
gramme fits the adopted legal package and can be implemented without establishing a new institu-
tion before the first calls, allocations and reporting systems are tested. Treasury tracking or a special-
purpose budget programme could improve traceability if it remains inside the budget system and
publishes performance indicators. A separate green fund would add institutional complexity and
would only improve delivery if governance, procurement, State aid compliance and fiscal reporting
were stronger than under ordinary budget programmes. The immediate task is to publish carbon-
related receipts, planned decarbonisation appropriations, call rules, awarded projects, expected
CO.eq reductions and verified results. That would allow the 2027 budget cycle to show whether
carbon-pricing receipts are being converted into identifiable decarbonisation support, MRV
readiness, supplier upgrading and verified emissions reductions.

D. External finance and the firm-level gap

External finance supports Serbia’s transition mainly through reform conditionality, public in-
frastructure, project preparation and implementation capacity. The main channels reviewed for
this chapter are the Reform and Growth Facility, WBIF and IPA llI. They finance or support electricity-
market reform, public investment management, environmental infrastructure, buildings, heating,
grids, rail, air quality, waste and water systems. Their relevance for Green Industrial Policy is indirect
but important. Grants and concessional loans can reduce pressure on domestic financing when they
are combined with state co-financing and credible projects. The reviewed programmes do not
amount to a dedicated public route for production-site decarbonisation in CBAM-exposed industry,
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where firms need finance for process upgrades, clean inputs, energy efficiency, MRV, product-level
documentation and supplier readiness.

The Reform and Growth Facility combines reform conditionality with investment finance. For
2024-2027, the Facility provides EUR 6 billion to the Western Balkans, consisting of EUR 2 billion in
grants and EUR 4 billion in concessional loans, while Serbia’s indicative allocation is about EUR 1.58
billion (European Commission, 2026b, 2026c¢; MEI, 2024). Disbursements depend on Reform Agenda
implementation and Commission verification, so the Facility should be read as a performance-linked
financing pipeline rather than as an unconditional envelope. As of January 2026, Serbia had received
EUR 111 million in pre-financing and approval for a EUR 56.5 million first tranche (MEI, 2026). For this
chapter, the Facility matters most where it supports market integration, MRV alignment, public
investment management, energy efficiency, just-transition governance and State aid reform.

RGF and IPA support reforms and selected investments, but they do not provide a full
financing answer for coal-heavy decarbonisation. Serbia will need to negotiate additional
dedicated EU decarbonisation support if it is expected to move toward EU-aligned electricity-sector
carbon pricing while restructuring EPS, protecting households and financing coal-region transition.
The financing request should be costed before negotiation. It should estimate replacement capacity,
grid adaptation, district-heating conversion, mine closure, land rehabilitation, worker support, local
diversification, household protection and industrial decarbonisation. That estimate would make
Serbia’s position more credible with the EU and IFls, and it would clarify which costs can be financed
through the budget, SOE investment, tariffs, carbon-pricing receipts, RGF, IPA, WBIF and
concessional lending.

WBIF is Serbia’s largest external infrastructure and blending platform in the reviewed
evidence. Based on CEVES assessment of the WBIF Serbia beneficiary page and project database
accessed on 9 June 2026, Serbia received EUR 1,100.9 million in WBIF grants over 2008-2025,
supporting an estimated EUR 10.7 billion in public-sector investment and EUR 4.1 billion in signed
loans (WBIF, 2026a, 2026b). These are different finance categories. Grants provide the catalytic
contribution, loans provide the borrowing component, and supported investment refers to the wider
investment envelope. The distinction matters because WBIF does not substitute for domestic fiscal
planning, SOE borrowing capacity or project implementation. It helps mobilise and prepare
investment, while national institutions still have to sequence projects, resolve documentation and
land issues, manage guarantees and ensure cost recovery.

The WBIF portfolio is green-transition relevant, although its centre of gravity is public
infrastructure. Based on CEVES assessment of WBIF project information, roughly three quarters of
Serbia’s grant support has gone to sustainable transport, while clean energy is a much smaller share
and environment and climate smaller still (WBIF, 2026a, 2026b). The portfolio has supported rail,
transmission corridors, smart meters, hydropower rehabilitation, district heating, public-building
efficiency, water and waste systems. These investments improve the enabling environment for
decarbonisation and can reduce system-level constraints on firms. They do not directly finance most
production-site abatement in CBAM-exposed sectors. The Bistrica project also requires precise
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wording, since the WBIF-supported project concerns rehabilitation of the existing hydropower plant,
not the planned new pumped-storage scheme.

IPA lll Environment and Energy provides a structured public-systems programme. The 2024-
2027 programme totals EUR 325.2 million, including EUR 240 million from the EU budget and EUR
85.2 million in Serbian co-financing (European Commission, 2024a). Its main allocations concern
waste and water management, air quality and energy efficiency, together with support for
administration and project preparation (European Commission, 2024a). This is relevant transition
finance for environmental infrastructure, buildings, heating systems, air-quality measures and
absorption capacity. Its role in Green Industrial Policy is mainly to improve public systems and
implementation conditions. It does not create a direct decarbonisation instrument for CBAM-
exposed producers, although energy-efficiency and public-infrastructure improvements can reduce
system constraints faced by firms.

The IPA Ill Green Economic Development action is the clearest direct firm-level channel in the
reviewed public EU programming documents. The action totals EUR 22.5 million, including EUR
12.5 million from the EU and EUR 10 million from Serbia (European Commission, 2024b). It supports
MSME equipment, technological modernisation, digitalisation, resource efficiency, reduced energy
consumption and waste reduction (European Commission, 2024b). This can help SME greening and
supplier upgrading, especially where smaller firms need equipment, efficiency improvements and
resource-productivity support. Its scale and design make it complementary to the domestic carbon-
pricing-linked incentive route. It cannot carry the main financing burden for heavy industrial
decarbonisation, product-level MRV, process-technology upgrades or supplier-readiness support
across CBAM-exposed value chains.

A firm-level financing gap remains after these external channels are considered. CBAM-
exposed producers need capital for energy efficiency, process upgrades, fuel switching, cleaner
electricity access, emissions monitoring, product-level documentation and deeper technology shifts.
Supplier SMEs need advisory support, energy audits, project preparation, MRV-lite tools and
accessible finance. The WBIF and IPA evidence reviewed here shows strong support for public
infrastructure and public systems, but only limited direct coverage of production-site
decarbonisation and supplier readiness. Direct corporate lending by EBRD, EIB, IFC, commercial
banks or other institutions may fill part of the gap, but the reviewed evidence does not allow this
chapter to quantify that channel.

The financing architecture therefore needs a bridge between public-system investment and
enterprise transformation. Grids, rail, buildings, heating systems, waste and water infrastructure are
necessary parts of the transition, but industrial competitiveness under CBAM also depends on
investments inside production sites and supplier networks. That layer will require budget-funded
decarbonisation incentives, tax-credit rules, concessional finance, guarantees, technical assistance,
bankable project preparation and State aid-compatible conditions. The priority is to connect external
finance with the domestic instruments discussed in Section C and the delivery institutions assessed in
Chapter 5. Without that connection, Serbia can improve the transition infrastructure around firms
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while leaving firms themselves without the support needed to measure emissions, prepare projects
and reduce future CBAM exposure.

E. Implications for Green Industrial Policy

Chapter 4 points to three financing requirements for Green Industrial Policy. The first is a
consolidated medium-term transition-financing framework. Serbia has a stable headline fiscal
baseline, but the available room depends on energy-sector investment, state guarantees, tariff
and grid-fee decisions, external borrowing, electricity-CBAM treatment, possible EU ETS-
equivalent electricity-sector carbon pricing, the unresolved NIS issue and targeted social
protection. These channels should be assessed together rather than through separate budget,
SOE and sectoral documents. A credible framework would show, year by year, how public
investment, SOE investment plans, guarantees, concessional finance, carbon-pricing receipts,
household protection and firm-level decarbonisation support are combined. This would also help
distinguish finance availability from implementation capacity, since project preparation,
procurement readiness and cost recovery remain binding constraints.

The second requirement is a visible budget route for carbon-pricing-related support. The
carbon-pricing laws create a potential domestic financing base, while the June 2026 decrees pro-
vide two implementation channels: tax-credit recognition for qualifying electricity producers and
budget-funded decarbonisation incentives for GHG-tax taxpayers (Ministry of Environmental Pro-
tection, 2026a, 2026b; Republic of Serbia, 2025a). The Commission for State Aid Control opinion
confirms the scheme-level compatibility of the incentive route under Serbian State aid rules,
without determining future allocations or delivery quality (Commission for State Aid Control,
2026c¢). The Article 7 route should therefore be treated as a taxpayer-facing industrial decarboni-
sation instrument. Networks, vulnerable households, just-transition measures, supplier readiness
and firms outside the current tax scope need separate budget-visible channels. The 2027 budget
allocation, first public calls and reporting on verified CO,eq reductions will decide whether the le-
gal basis becomes a functioning financing instrument.

The third requirement is to connect external finance with firm-level transformation. RGF,
WBIF and IPA lll support reforms, public infrastructure, grids, buildings, heating, environmental
systems and project preparation, but the reviewed evidence shows a weaker direct route to
production-site decarbonisation, product-level MRV and supplier readiness. Domestic
programme design has to bridge that gap through budget-funded incentives, concessional
finance, guarantees, technical assistance, energy audits, MRV-lite tools and bankable project
preparation. Public support should finance additional investment and capabilities that reduce
future exposure, while social protection should address the distributional effects of tariff reform,
grid fees, carbon pricing and SOE investment. Chapter 5 therefore examines whether Serbia’s
industrial-policy instruments and delivery institutions can reach firms and suppliers beyond the
taxpayers directly covered by the GHG emissions tax framework.
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5. Green Industrial Policy Instruments, State Aid and
Delivery Architecture

Serbia enters the green transition with an industrial-policy architecture already in place, but
with an uneven delivery model. The Industrial Policy Strategy defines industrial policy primarily as
a horizontal competitiveness policy that should be synchronised with Smart Specialisation, which
identifies priority areas and supports vertical sector-policy making (Ministry of Economy, 2020). Later
action plans add CBAM, ESG, EU taxonomy, digital GHG monitoring, circular economy, industrial
symbiosis and decarbonisation, so the relevant problems are now recognised in official policy (Minis-
try of Economy, 2024, 2026a). The operational gap is that these strategies and activities do not yet
form a route from sector priorities and firm diagnosis to project preparation, finance, implementation
and verified performance.

This imbalance matters for Green Industrial Policy. The direct-investment framework is formally
open to domestic and foreign investors, but the allocation of investment incentives has been
strongly weighted toward large and predominantly foreign projects (Medi¢, 2025). The proposed
2026-2027 industrial-policy action plan keeps Program 1510, activity 0003, “Investments of special
importance,” as the largest operational allocation, with EUR 199.1 million in 2026 and EUR 208.5
million in 2027, while circular-economy and green-upgrading measures remain much smaller and
often organised as trainings, studies, advisory support or donor-backed activities (Ministry of
Economy, 2026a). CBAM raises the cost of this imbalance because firms now need emissions data,
MRV capacity, project preparation, finance readiness, buyer-facing documentation and measurable
investment outcomes. This chapter assesses whether Serbia’s existing instruments can be connected
into that delivery pathway.

A. Strategic base and missing sectoral pathways

Serbia’s strategic base is stronger than its delivery architecture. The Industrial Policy Strategy for
2021-2030 defines industrial policy as a horizontal competitiveness policy that should be
synchronised with Smart Specialisation, which identifies priority areas and supports vertical sector-
policy making (Ministry of Economy, 2020). The Strategy also treats education, innovation, digital
transformation, investment, infrastructure, internationalisation and circular economy as core
industrial-policy areas, and it calls for a shift from cost-based competitiveness toward higher-value,
knowledge-intensive production (Ministry of Economy, 2020). Its planning framework was also
aligned with SME support, low-carbon development and other relevant policy documents, which
means the formal architecture already contains many elements needed for green industrial policy
(Ministry of Economy, 2020). The operational weakness lies in the action-plan system. It does not yet
turn these strategies into sectoral decarbonisation and upgrading pathways that firms can use.

The action-plan cycle increasingly recognises CBAM-era constraints. The 2024-2025 Industrial
Policy Action Plan introduced activities on CBAM, ESG, EU taxonomy, due diligence, digital
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monitoring and reporting of GHG emissions, circular economy, industrial symbiosis and support for
energy-efficient equipment (Ministry of Economy, 2024). The proposed 2026-2027 Action Plan
continues in the same direction through activities on digital security, artificial intelligence, green
transition, commercialisation of research solutions, high- and medium-high technology exports,
ACAA preparation, waste-flow digitalisation, decarbonisation and energy efficiency (Ministry of
Economy, 2026a). Green transition has entered industrial-policy planning, but most activities still stop
before company-level investment and verified performance. They also show the limit of the current
model. Most activities remain trainings, studies, platforms, analyses, advisory work or small calls
rather than a route from company diagnosis to investment and verified performance.

Implementation evidence points to an uneven delivery model. The 2025 implementation report
records strong execution under the investment objective, with EUR 179.0 million spent out of EUR
237.4 million and all 15 planned activities realised (Ministry of Economy, 2026b). Digitalisation was
weaker, with EUR 0.91 million spent out of EUR 2.98 million and target values achieved for only one
of seven measures (Ministry of Economy, 2026b). Innovation also underperformed in the 2025
budget year, with EUR 0.04 million spent out of EUR 2.72 million, although the Innovation Fund
implemented EUR 2.53 million of carry-over 2024 resources for the science-business cooperation
programme (Ministry of Economy, 2026b). Circular-economy delivery remained limited, as the EUR
0.13 million allocation was not disbursed because the joint Ministry of Economy and CCIS
programme was not created (Ministry of Economy, 2026b).

The resource structure confirms the delivery imbalance. The 2026-2027 Action Plan allocates EUR
199.1 million in 2026 and EUR 208.5 million in 2027 to Program 1510, activity 0003, “Investments of
special importance,” which is the budget route for direct-investment incentive obligations (Ministry
of Economy, 2026a). By comparison, the digitalisation objective receives EUR 0.76 million in 2026 and
EUR 0.83 million in 2027, while the circular-economy objective receives about EUR 0.03 million per
year from the Ministry of Economy and EUR 0.10 million of GIZ donor funds in 2026 (Ministry of
Economy, 2026a). The direct-investment framework is formally open to domestic and foreign
investors, but evidence on subsidy allocation shows that support has been strongly weighted toward
large and predominantly foreign projects (Medi¢, 2025). Serbia’s most mature industrial-policy
routine therefore remains investment attraction, not broad-based company upgrading.

SME policy provides a necessary but insufficient delivery layer. The SME Strategy defines the
vision of innovative, competitive, green and sustainable SMEs, and it treats SME development as a
multidimensional and multisectoral policy area (Ministry of Economy, 2023a). Its 2024
implementation report records useful green-transition activities, including a green-transition
roadmap, circular-economy platform work, ESG and carbon-footprint training, and 35 approved
energy-efficiency equipment requests with EUR 1.66 million in support and EUR 3.61 million in total
investment (Ministry of Economy, 2025). The SME layer exists, but its current scale and fragmentation
limit its ability to carry firm-level green upgrading, a gap also reflected in external benchmarking that
rates Serbia’s SME green-economy dimension as limited (OECD, 2026). The SME universe is large,
fragmented and exposed to business-environment constraints, while current support remains too
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dispersed to create a stable route from exposure diagnosis to energy audit, product-carbon data,
finance, implementation, verification and buyer-facing reporting.

The missing layer is a practical delivery pathway for sectors and firms. Serbia still lacks sectoral
decarbonisation and upgrading pathways that connect technology options, electricity use, clean
inputs, waste regulation, carbon accounting, standards, project preparation, finance, supplier
capability and verified performance. The Industrial Policy Strategy provides the competitiveness
frame, while Smart Specialisation identifies innovation priorities and supports vertical sector-policy
making (Ministry of Economy, 2020). The SME Strategy provides the main route for smaller firms,
suppliers and management-capability upgrading, while the Low-Carbon Development Strategy sets
the economy-wide climate direction (Government of Serbia, 2023; Ministry of Economy, 2023a).
These documents cover parts of the agenda, but they do not yet operate as one delivery system for
CBAM-exposed industries and value chains. Without that layer, green industrial policy will remain a
set of strategies, calls and trainings rather than a route from diagnosis to investment and verified
performance.

B. Firm-facing instruments and supplier readiness

Serbia has firm-facing institutions, but the company pathway is still incomplete. DAS is the
main grant and supplier-upgrading channel, CCIS is the main advisory and convening channel, and
the Innovation Fund can support technology development where firms need pilots rather than
standard equipment. These institutions cover relevant functions, but they do not yet operate as one
delivery system. Firms still have to assemble advice, standards support, project preparation, finance,
implementation and buyer-facing documentation through separate channels. This favours larger
companies, multinational subsidiaries and better-managed domestic firms. Smaller suppliers and
exporters face higher transaction costs because they often need the sequence before they can use
finance: exposure diagnosis, energy audit, MRV-lite support, project preparation, implementation,
verification and buyer reporting.

The DAS supplier programme is the most concrete targeted supplier-readiness instrument. The
programme supports firms seeking to enter or expand in multinational company value chains,
especially in automotive, machinery, electronics, household appliances, energy equipment, transport
equipment and selected medical or pharmaceutical supply chains (DAS, 2025a). The 2025 call
provides about EUR 1.28 million in total funding and up to EUR 0.13 million per beneficiary (DAS,
2025b). The supported activities are relevant for Green Industrial Policy because they include high-
performance production equipment, quality-control equipment, tools, robotics, certification,
software, prototypes, supplier platforms, insurance and consulting. The consulting component
includes ESG reporting, supply-chain due diligence, decarbonisation studies, industrial-emissions
reduction, CBAM requirements and audit preparation (DAS, 2025a, 2025b).

The supplier programme is targeted rather than broad-based. Eligibility requires existing
production capacity, ISO 9001 or an equivalent quality-management certificate, minimum
employment, minimum sales and asset thresholds, and either existing cooperation with a
multinational company or evidence of being evaluated as a potential qualified supplier (DAS, 2025b).
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These requirements make sense for a supplier-development instrument because multinational value
chains need reliability, standards and delivery discipline. They also limit the programme’s reach. It will
not help firms that are too early in their upgrading path, lack quality certification, have weak financial
statements or have not yet entered buyer evaluation. The programme is therefore a strong second-
stage instrument. Serbia still needs a first-stage diagnostic and preparation route that helps firms
become eligible for this kind of support.

DAS equipment support provides a broader implementation channel. The 2024 equipment
programme had an envelope of about EUR 6.81 million and supported micro and small enterprises,
entrepreneurs and cooperatives through grants linked to bank loans or leasing (DAS, 2024). Eligible
equipment included production machinery, internal transport equipment, specialised tools,
construction equipment and machinery for improving energy efficiency and environmental aspects
of production (DAS, 2024). This makes the programme relevant for green upgrading, but only if the
green criteria become more operational. At present, it remains a general equipment and productivity
instrument with possible environmental relevance. Its Green Industrial Policy value would increase if
support were linked to energy audits, emissions baselines, resource-efficiency diagnostics, supplier-
readiness scoring or evidence that the investment helps meet buyer or CBAM-related requirements.

CCIS provides the advisory layer that grant instruments cannot provide alone. Its value lies in
outreach, standards interpretation, training and convening, especially when firms do not yet know
what data buyers, EU importers or financiers will require. The 2025 industrial-policy implementation
report records 11 CCIS workshops on completing CBAM reports, with 210 participants, and wider
standardisation training with 662 participants (Ministry of Economy, 2026b). The SME
implementation report also records green-transition activities such as the green-transition roadmap,
circular-economy platform work, ESG and carbon-footprint training, and Responsible Business Hub
activities (Ministry of Economy, 2025). These are useful entry points. Their limitation is that advice
does not become investment unless it is connected to audits, project preparation, finance and
verification.

Firm support should be segmented by exposure and capability. Direct CBAM exporters need
product-level emissions allocation, verifier readiness, tax-payment documentation and buyer-facing
templates. Suppliers to exposed exporters need traceability, input-quality data, standards, energy-
use information and the ability to respond to buyer questionnaires. Broader SMEs need basic
diagnostics, energy audits and resource-efficiency support before they can prepare investment
projects. Technology-oriented firms may need innovation grants, pilots or links to Smart
Specialisation priorities rather than standard equipment support. A single generic green-SME
programme would miss these differences. The more useful model is a tiered pathway that starts with
exposure diagnosis and then directs firms toward the appropriate instrument.

A company and supplier upgrading pathway would connect existing instruments in a
sequence. The first step should be a short exposure and readiness diagnostic. The second should
provide energy and resource-efficiency audits, MRV-lite tools, product-carbon data support and
advice on buyer requirements. The third should turn viable opportunities into investment concepts,
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financing applications and implementation plans. The fourth should connect firms to equipment
grants, supplier support, decarbonisation incentives, concessional finance or innovation support. The
final step should verify results and translate them into buyer-facing documentation. DAS, CCIS, the
Innovation Fund, commercial banks and relevant ministries all have roles in this sequence. The
current weakness is that no institution owns the pathway as a whole.

Table 5. Selected firm-facing instruments and scale

Instrument or
channel

DAS supplier pro-
gramme

DAS equipment
support

CCIS CBAM and
standards support

SME green-
transition measures

Innovation Fund
and technology pi-
lots

Scale or implementation

evidence

About EUR 1.28 million in 2025,
with up to about EUR 0.13 mil-
lion per beneficiary

About EUR 6.81 million in 2024,
with grants linked to bank
loans or leasing

11 CBAM-reporting workshops
with 210 participants in 2025,
plus wider standardisation
training

35 energy-efficiency equipment
requests approved in 2024,
with EUR 1.66 million in sup-
port and EUR 3.61 million in
total investment

Supports innovation, science-
business cooperation and tech-
nology development

Main relevance

Targeted supplier up-
grading, including
equipment, certification,
ESG, due diligence, de-
carbonisation docu-
mentation and CBAM-
related consulting

Broader equipment
channel with eligibility
for energy-efficiency
and environmental pro-
duction equipment

Awareness, standards
interpretation, exporter
guidance and buyer-
facing data readiness

Early delivery for ener-
gy-efficiency equipment
and green-SME support

Useful where decarbon-
isation requires new
solutions, pilots or
commercialisation sup-
port

Main
limitation

Relevant for
firms already
close to multi-
national value
chains, but too
narrow for
broad firm up-
grading

Green relevance
remains op-
tional unless
carbon, energy-
audit or buyer-
readiness crite-
ria are added

Advisory chan-
nel, not finance
or project im-
plementation

Small scale
relative to the
SME universe
and not yet a
full upgrading
pathway

Not yet sys-
tematically
linked to CBAM
readiness, sup-
plier upgrading
or industrial
decarbonisation
pathways
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Scale should be judged against the role each instrument is expected to play. A targeted supplier
programme of about EUR 1.28 million can be useful for a small group of firms already close to
multinational value chains, especially if support buys certification, ESG reporting, CBAM consulting,
technical documentation and quality systems. It cannot be the main route for the wider SME base.
The SME Strategy implementation report records 405,932 MSMEs and 972,187 employees as the
baseline universe, while 35 energy-efficiency equipment requests were approved in 2024 with EUR
1.66 million of support and EUR 3.61 million of total investment (Ministry of Economy, 2025). This
scale fits demonstration, early readiness and specialist supplier upgrading. It does not yet fit broad
transformation.

A tiered delivery system would fit the different exposure levels. Basic awareness and first diag-
nostics should reach a large number of firms at low cost. More intensive advisory support should
target firms with buyer exposure, supplier potential or clear efficiency opportunities. Capital support
should be reserved for projects with a credible baseline, implementation plan, financing structure
and expected performance improvement. This would reduce the risk that firms receive isolated train-
ing or equipment support without the data systems, finance preparation and buyer-facing documen-
tation that increasingly determine access to EU-oriented value chains.

Business-environment constraints also shape whether firm-facing support becomes an
investment. Medi¢ finds that Serbia’s investment model has relied on FDI and public investment,
while domestic private investment has remained weak despite a relatively high fiscal effort for
investment incentives (Medi¢, 2025). The same analysis links this pattern to incentive asymmetries,
legal uncertainty, administrative inefficiency, unequal market conditions and weaker access to
finance for domestic firms (Medi¢, 2025). This matters for green industrial policy because smaller
domestic firms cannot respond to CBAM, buyer requirements or decarbonisation opportunities
through grants alone. They need predictable rules, credible information, accessible finance, efficient
public services and a support pathway that reduces transaction costs. Without those conditions,
green instruments can remain useful for a small number of prepared firms while the wider domestic
supplier base stays below the readiness threshold.

C. Incentives and State aid-compatible support

Direct-investment incentives now contain green preferences, but they remain rooted in the
investment-attraction model. The Decree on determining criteria for awarding incentives to attract
direct investments defines technologies with minimal environmental impact, including renewable-
energy technologies, electricity and heat storage, heat pumps, grid technologies, renewable fuels,
electrolysers, fuel cells, carbon capture, utilisation and storage, and energy-efficiency technologies
linked to the energy system (Ministry of Economy, 2023b). The decree also excludes several sectors
from this support route, including coal, steel, mining, energy and utilities, and gives more favourable
treatment to projects using low-impact technologies (Ministry of Economy, 2023b). These provisions
create a foothold for greener investment attraction, while the allocation model remains strongly
weighted toward large and predominantly foreign projects (Medi¢, 2025).
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A carbon-compatibility screen would make investment incentives more relevant for CBAM-era
competitiveness. Current criteria do not require emissions baselines, CBAM exposure analysis,
product-level embedded-emissions reporting, clean-electricity documentation, transition plans or ex-
post emissions-reduction verification. The decree already recognises low-impact technologies and
domestic-supplier links, so the next step is to connect those criteria to measurable carbon and
competitiveness outcomes. A stronger screen would ask whether the supported project reduces
future exposure, improves supplier upgrading, strengthens low-carbon export potential or creates
documented emissions-performance gains. It would preserve the investment-attraction function,
while reducing the risk that projects are treated as green because of technology labels alone.

The 2026 decarbonisation incentive decree is the most concrete new firm-facing green
industrial-policy instrument. It regulates non-refundable budget support for measures that reduce
GHG emissions or improve energy efficiency in the industrial activities of GHG-tax taxpayers (Ministry
of Environmental Protection, 2026b). The instrument connects industrial support to public calls,
eligible costs, aid-intensity limits, competitive ranking, contracts, reporting and repayment rules. It
also limits support to the amount planned in the Budget Law and sets a maximum implementation
period of 60 months (Ministry of Environmental Protection, 2026b). This gives Serbia a platform for
performance-oriented decarbonisation projects by covered taxpayers. It should operate inside a
wider delivery system that also covers SME, supplier, advisory, finance and infrastructure instruments.

The decree gives the Ministry tools for performance selection. Eligible costs are defined as
additional investment costs linked to emissions reduction or energy-efficiency gains against a
reference situation, while support is excluded where firms only comply with binding standards
already in force (Ministry of Environmental Protection, 2026b). Public calls may use criteria such as
expected CO,eq reductions, cost-effectiveness, technical feasibility, project readiness and
sustainability of results (Ministry of Environmental Protection, 2026b). Final reporting must include
financial data, evidence of achieved effects and CO,eq reduction data, and the Ministry may request
repayment if financed measures deliver less than 80% of expected reductions (Ministry of
Environmental Protection, 2026b). Selectivity will still depend on the first calls, scoring weights,
documentation requirements and appraisal capacity.

The Commission for State Aid Control opinion confirms the scheme-level State aid basis. The
Commission assessed the proposed decree as a State aid scheme, recorded a maximum estimated
annual budget of EUR 131.7 million, identified eligible industrial activities and found the scheme
compatible under Serbian State aid rules (Commission for State Aid Control, 2026c¢). Its assessment
covered incentive effect, proportionality, transparency, monitoring, fossil-fuel restrictions, natural-gas
transition conditions, auxiliary storage and infrastructure, and the 80% delivery requirement (Com-
mission for State Aid Control, 2026¢). The opinion confirms that the scheme can be implemented
within the notified legal framework. Budget allocations, call design, application appraisal, project
readiness, absorption capacity and realised emissions reductions remain implementation questions.

State aid alignment should widen Serbia’s design space for upgrading. Serbia’s State aid
framework operates under Article 73 of the Stabilisation and Association Agreement, while the
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European Commission’s 2025 Serbia Report assesses Serbia as moderately prepared in competition
policy and records limited progress, including finalisation of the State aid inventory (European
Communities & Republic of Serbia, 2013; European Commission, 2025). The 2026 State Aid Action
Plan and Inventory bring fiscal incentives, free-zone relief, public debt guarantees, environmental
incentives and investment-attraction schemes into the alignment agenda (Commission for State Aid
Control, 2026a, 2026b). The policy issue is to connect formal compatibility with performance disci-
pline, especially where investment incentives, guarantees, tax advantages, land, infrastructure or en-
ergy-related advantages are used for industrial upgrading.

De minimis aid should remain a tool for small preparatory support. It is useful for diagnostics,
advisory services, early documentation, standards work and other low-value interventions. It is too
narrow for many green upgrading needs. CEVES argues that Serbia’s reliance on de minimis as the
default SME channel is a domestic policy choice, since EU-compatible schemes can also be designed
through GBER, regional aid and other rules-based frameworks for investment, advisory services,
innovation, environmental measures and training (CEVES, 2026). This matters for the Green-SME and
supplier-readiness pathway. Firms may need packages that combine diagnostics, energy audits,
digital systems, advisory support, equipment, training and environmental performance
improvements.

Competition-sensitive delivery channels require the same discipline. Corporate PPAs, zero-
injection self-consumption, guarantees of origin, green procurement and industrial-park
infrastructure can help firms reduce embedded emissions, but each can create selective advantages if
access rules are unclear. Clean-electricity access and green procurement should rely on transparent,
objective and non-discriminatory criteria, with State aid screening where public resources or
preferential access are involved. EIP infrastructure should follow the same logic. Shared infrastructure
can reduce the cost of lower-carbon production, while dedicated advantages for individual
undertakings require legal classification, transparency and cumulation control. Support can scale only
if access to energy, land, infrastructure and fiscal advantages is rules-based.

Public resources should finance productive adjustment. The relevant uses are MRV systems,
emissions data, energy efficiency, process decarbonisation, circular materials, cleaner electricity
access, supplier upgrading and green skills. Firms should receive support for investments and
capabilities that reduce future exposure, preserve access to EU-oriented value chains and improve
productivity. This is where State aid discipline and Green Industrial Policy meet. A well-designed
support system should help firms make investments that lower emissions, strengthen supplier
positions and improve competitiveness. It would also make public support easier to justify because
results can be checked through eligible costs, incentive effect, reporting, verified emissions
reductions and evaluation.

D. Eco-industrial parks and shared low-carbon business environments

Eco-industrial parks (EIPs) will add a place-based delivery layer to Serbia’s Green Industrial
Policy architecture. Firm-level grants help individual companies buy equipment, prepare documen-
tation or adopt standards. EIPs address shared constraints that firms cannot solve alone, including
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cleaner energy services, shared energy infrastructure, water, wastewater, waste, logistics, secondary
materials, common services and park-level environmental management. Many SMEs will not reduce
emissions at scale through individual capex support alone. They need a business environment where
shared infrastructure reduces the cost and complexity of lower-carbon production. EIPs also connect
industrial policy to local infrastructure planning, which makes them relevant for export-oriented clus-
ters, supplier development and transition-affected territories.

The international EIP framework supports this role. The World Bank Group, UNIDO and GIZ de-
fine EIPs through park management, environmental performance, social performance and economic
performance, including resource efficiency, cleaner production, industrial symbiosis, shared infra-
structure and professional park management (World Bank et al., 2021). These elements connect
industrial location policy to decarbonisation, circular economy and competitiveness. For Serbia, the
EIP concept is relevant because it changes the conditions around firms rather than only financing
firm-level compliance. A park-level approach can lower costs for energy, water, waste, materials and
environmental services, especially for smaller firms that would not finance such systems individually.
It also creates a natural setting for shared advisory services, supplier upgrading and resource-
efficiency monitoring.

Serbia has EIP pilot sites under development, and the complete national model is still missing.
WBIF identifies Sabac as a greenfield EIP pilot in the Western Balkans and MIND Park near Kraguje-
vac as the first brownfield EIP pilot (WBIF, 2025a, 2025b). Sabac tests how sustainability can be built
into a new industrial zone from the start, while MIND Park tests how an existing industrial cluster can
move toward cleaner and more resource-efficient production. WBIF also identifies Marera Industrial
Park Pobeda as a third Serbian pilot site under the EIP initiative (WBIF, 2025c). These examples
should be treated as development and demonstration sites, not as proof of a completed national EIP
delivery framework.

The greenfield and brownfield distinction is useful for policy design. New industrial zones can
integrate energy, water, waste and shared services at the planning stage. Existing parks require
tenant coordination, retrofit finance and stronger park management. The MIND Park case is valuable
because it shows how EIP logic can apply to operating clusters, not only to new donor-supported
zones. Its reported scale of 190 hectares and more than 3,000 employees also makes it relevant for
supplier and cluster policy (WBIF, 2025b). Serbia should learn from both models before setting na-
tional standards, because new parks and existing industrial zones face different financing, govern-
ance and tenant-coordination constraints.

EIPs should be assessed as shared business-environment instruments rather than real-estate
projects. Their value depends on common infrastructure, credible tenant services, measurable
environmental performance, open access rules and professional park management. They should not
become fiscal privilege packages or another form of selective industrial-zone support. The safer
approach is transparent eligibility, non-discriminatory access to shared infrastructure, published
environmental indicators and State aid review where public support is selective. The Commission No-
tice on the notion of State aid provides the relevant benchmark: public infrastructure raises different
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State aid questions depending on whether it is open on equal and non-discriminatory terms, com-
mercially exploited, or dedicated to specific undertakings (European Commission, 2016). This princi-
ple should guide any Serbian EIP framework.

The EIP agenda also links Green Industrial Policy to just transition. Chapter 3 argued that coal-
region transition requires local diversification, industrial land reuse, infrastructure upgrading and
support for SMEs. EIPs cannot carry that agenda alone, but they offer a practical model for
combining environmental infrastructure, tenant upgrading and local employment. They also help
connect industrial policy with land, infrastructure and municipal planning. Their strongest role in this
report is to widen the delivery discussion beyond grants. Firms also need lower-carbon places to
operate, and municipalities need investment models that can combine job creation with
environmental performance.

E. Implications for Green Industrial Policy

Green Industrial Policy requires Serbia to turn existing instruments into a delivery system
for upgrading. The strategic base is broad enough to provide entry points: industrial policy, SME
policy, Smart Specialisation, low-carbon development, investment incentives, DAS programmes,
CCIS advisory work, State aid alignment, decarbonisation incentives and EIP pilot sites under
development, consistent with a regional framework for green industrial policy in the Western
Balkans (GAP Institute, 2025). The problem is the operating model. These instruments do not yet
provide a consistent route from sector prioritisation and firm diagnosis to project preparation,
finance, implementation and verified results. CEVES finds that private-sector support favours large
investors over SMEs by between 9:1 and 10:1, which captures the imbalance between project
attraction and broad-based company upgrading (CEVES, 2026; Medi¢, 2025). Green transition
raises the cost of that imbalance because firms now need emissions data, finance readiness,
buyer-facing documentation and measurable performance.

The missing function is a managed pathway for sectors, firms and suppliers. Sectoral
pathways should connect technology options, electricity use, clean inputs, waste regulation,
carbon accounting, standards, supplier capability and buyer requirements. Firm-level support
should then translate those pathways into diagnostics, energy audits, MRV tools, project
preparation, finance applications, implementation support and verification. SME and supplier
instruments are central to that route, but they should sit inside a broader industrial-policy
architecture rather than carry the green transition alone. This is especially important in CBAM-
exposed value chains, where large firms cannot maintain competitiveness if domestic suppliers
lack data, quality, traceability and investment-ready upgrading projects.

The delivery agenda should connect investment attraction, State aid discipline and firm
upgrading. Direct-investment incentives should be tested against carbon performance and sup-
plier effects, while State aid alignment should support larger rules-based schemes with clear eli-
gible costs, aid intensities, cumulation control, transparency, incentive effect and evaluation. The
decarbonisation incentive decree should operate as one instrument within that architecture, fo-
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cused on larger projects by GHG-tax taxpayers. It should be complemented by separate delivery
channels for diagnostics, advisory support, project preparation, concessional finance, supplier up-
grading, MRV tools, buyer-facing documentation and firms outside the current taxpayer group.
Chapter 6 translates this diagnosis into recommendations on CBAM documentation, Green-SME
and supplier readiness, budget-visible decarbonisation support and shared low-carbon infrastruc-
ture.
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6. Policy Recommendations

Serbia has entered the implementation phase of the green transition policy. The main legal and
strategic building blocks now exist, including energy and climate strategies, MRV implementation,
carbon-pricing laws, June 2026 decarbonisation decrees, the Just Energy Transition Plan, State aid
alignment work and EU/IFI financing channels. The next step is to turn these elements into a
disciplined implementation package. The recommendations below focus on CBAM documentation,
carbon-pricing-related budget support, firm and supplier capability, power-sector carbon-pricing
and EU negotiation, project preparation, coal-region planning, just transition and shared low-carbon
infrastructure.

The recommendations should be implemented through a time-limited Green Industrial Policy
Delivery Mechanism, rather than through separate institutional files alone. This mechanism
should not necessarily be a new agency. Its function would be to maintain a milestone dashboard,
coordinate the Ministry of Finance, Ministry of Environmental Protection, Ministry of Economy, Minis-
try of Mining and Energy, Tax Administration, Customs Administration, CCIS, DAS, EPS, EMS, EDS,
AERS and financing partners, organise consultations with companies, track the preparation of public
calls, publish beneficiary and result data, and escalate bottlenecks that block implementation. The
same mechanism should publish an annual CBAM effects note that separates direct CBAM certifi-
cate-cost estimates, with- and without-electricity estimates, with- and without-domestic-carbon-
price-recognition estimates, default- versus actual-emissions assumptions, and the treatment of elec-
tricity transit, re-exports and domestic generation exported to the EU.

Recommendation 1. Secure operational CBAM deductibility and product-level
documentation

Lead: Ministry of Finance, Ministry of Environmental Protection, Tax Administration, Customs Admin-
istration, with CCIS support and the Accreditation Body of Serbia for domestic MRV scope.

Timeline: 2026-2027.

Action: Adopt and test the remaining implementing acts for GHG tax returns, tax-credit procedures
where relevant, import-side carbon-tax documentation and data exchange between Customs and
the Tax Administration. Prepare standard proof-of-payment templates, documentation of any rebate,
compensation, tax credit or other relief that reduces the effective carbon price paid, and product-
level documentation templates that allow EU importers and authorised CBAM declarants to link the
Serbian carbon price to embedded emissions in imported goods. The Ministry of Environmental Pro-
tection should issue practical guidance on allocating installation-level emissions and tax payments to
products, CN codes and exported shipments. Serbian authorities should clarify that domestic MRV
verification does not substitute for CBAM verification, and should help exporters prepare documen-
tation for verification by verifiers accepted under EU CBAM rules once the relevant accreditation and
recognition practice is operational. CCIS should operate a temporary CBAM exporter helpdesk in
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2026-2027 and test the templates with exporters, verification-service providers and EU-facing buyers
before full use in 2027.

Output by 2027: Adopted rulebooks, standard proof-of-payment and rebate or compensation doc-
umentation, exporter templates, guidance on product-level emissions allocation and verification
readiness, operational Customs—Tax Administration data exchange, a temporary CCIS exporter
helpdesk, and first tested documentation packages for steel, aluminium, cement and fertilisers.

Recommendation 2. Use the 2027 Budget to create visible carbon-pricing-
related transition support

Lead: Ministry of Finance, Ministry of Environmental Protection, Commission for State Aid Control,
Ministry of Mining and Energy, with Ministry of Economy, DAS and CCIS support for SME and suppli-
er-related components.

Timeline: 2027 budget cycle.

Action: Create visible budget allocations for carbon-pricing-related transition support. The Article 7
incentive route should finance taxpayer-facing industrial decarbonisation projects through public
calls that rank applications by expected CO,eq reduction, cost-effectiveness, readiness, buyer-facing
relevance and monitoring quality. The first calls should be designed so that grants can, where legally
and fiscally feasible, be combined with concessional loans, guarantees or blended-finance windows
with commercial banks and IFls. Separate budget-programme lines should finance transition
functions outside the GHG-taxpayer group, including vulnerable-household protection, energy-
efficiency support outside covered installations, just-transition measures, network-related transition
needs, MRV readiness and supplier upgrading.

Treasury tracking or a special-purpose budget programme should be introduced if it improves
traceability inside the budget system. A Green Fund or dedicated decarbonisation fund should
also be assessed as a legal and fiscal traceability option, alongside Treasury tracking and special-
purpose budget programmes. Such a fund should proceed only if it is fiscally consolidated,
transparently governed, State aid compliant, project-based and linked to published performance
indicators.

Output by 2027: Budget programme lines for taxpayer-facing decarbonisation and wider transition
functions, first incentive call, call rules allowing State aid-compatible co-financing where appropriate,
public list of awarded projects, expected CO,eq reductions, beneficiary categories, State aid screen-
ing record and a legal-fiscal assessment of the Green Fund or dedicated decarbonisation-fund op-
tion.

Recommendation 3. Operationalise the green-transition roadmap into a Green-
SME and supplier-readiness pathway

Lead: Ministry of Economy, DAS, CCIS, Innovation Fund and Ministry of Environmental Protection,
with commercial banks and IFls as financing partners.
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Timeline: 2026-2028.

Action: Use the existing SME green-transition roadmap as the basis for a more operational Green-
SME and supplier-readiness pathway. The pathway should connect existing instruments into one
firm-facing sequence and distinguish buyer-facing direct exporters, suppliers to CBAM-exposed
producers, suppliers to EU value chains, firms exposed to default-value risk and firms with broader
green-upgrading potential. The pathway should include a light first-stage diagnostic for a large
number of firms and more intensive support only for firms with clear buyer exposure, supplier poten-
tial, default-value risk or investment-ready upgrading opportunities.

Support should start with exposure diagnosis and then move to energy and resource audits,
product-carbon or MRV-lite support, project preparation, finance, implementation support,
verification readiness and buyer-facing reporting. DAS and CCIS should be the main delivery
channels, while the Innovation Fund should support technology pilots where standard equipment
support is insufficient. The pathway should also identify regulatory obstacles to the use of alternative
fuels, by-products, construction and demolition waste, secondary raw materials and cleaner inputs in
energy-intensive industries.

Output by 2028: Operational Green-SME and supplier-readiness pathway, single entry point for
companies, first supplier-readiness call, sector templates or calculators, pooled advisory and pre-
verification readiness support, information on and coordination with relevant verification-service
providers, including CBAM-accredited verifiers once available, regulatory note on alternative fuels
and secondary raw materials, and published beneficiary data.

Recommendation 4. Prepare a power-sector carbon-pricing, electricity-CBAM
and EU negotiation roadmap

Lead: Ministry of Mining and Energy, Ministry of Finance, Ministry for European Integration, EPS,
EMS, EDS and AERS, with Ministry of Environmental Protection support on carbon-pricing and cli-
mate-alignment issues.

Timeline: 2026-2030.

Action: Prepare a roadmap that connects electricity-CBAM, market coupling, electricity-sector
carbon-pricing trajectories, EPS decarbonisation, grid investment, Article 4 tax-credit use, clean-
electricity procurement, tariff reform, household protection and industrial competitiveness. The
roadmap should include a Government negotiation position toward the EU. Article 2(7) should be
treated as a demanding legal route, not as the central assumption.

The roadmap should test alternative paths: continued electricity-CBAM exposure, market-
coupling timing and sequencing under different carbon-pricing scenarios, EU ETS-equivalent
accession treatment, possible transition-period or derogation requests, regional coordination
with relevant Energy Community parties, and additional dedicated EU decarbonisation
support. It should also clarify the role and limits of PPAs, guarantees of origin and zero-injection
self-consumption for buyer-facing carbon accounting, future CBAM-relevant electricity emissions
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and industrial decarbonisation, while avoiding preferential access to scarce grid capacity or cheap
electricity. The roadmap should reconcile the Fiscal Strategy and Fiscal Council electricity estimates
by separating direct CBAM certificate costs, lost export revenue, EPS revenue exposure, trader expo-
sure, scheduled commercial exchange, transit, re-exports and domestically generated electricity ex-
ported to the EU.

Output by 2027: Government roadmap and EU negotiation position with carbon-price trajectories,
EPS emissions scenarios, fiscal-risk scenarios, tariff assumptions, household-protection measures,
Article 4 tax-credit treatment, market-coupling assumptions, possible transition-period, sequencing
or other negotiated-treatment requests, dedicated EU support options and responsible institutions.

Recommendation 5. Strengthen project preparation and SOE fiscal-risk trans-
parency

Lead: Ministry of Mining and Energy, Ministry of Finance, EPS, EMS, EDS, Srbijagas, institutions re-
sponsible for public investment management, and local governments where relevant.

Timeline: 2026-2029.

Action: Establish a bankable energy-transition project pipeline within the existing public-investment
management system. The pipeline should track feasibility studies, spatial and technical
documentation, land and property issues, procurement readiness, initial planned value, revised value,
cost revisions, financing sources, guarantee exposure, procurement route, implementation timetable,
and expected tariff or budget implications. It should cover major grid, generation, storage,
hydropower rehabilitation, district-heating, public-building energy-efficiency and environmental-
infrastructure projects that are directly relevant to the energy transition.

The Ministry of Finance should report transition-related guarantees, SOE borrowing and major
SOE investment commitments before they become explicit budget support, public debt or
fiscal pressure. Any NIS-related borrowing risk should be shown separately, where relevant, because
it is not an energy-transition investment need but can compete for fiscal room within the same
energy-sector perimeter. This recommendation follows the Fiscal Council’'s wider call for stronger
public-investment transparency, especially the need to track initial project values, later cost revisions
and implementation readiness.

Output by 2028: Published energy-transition project-preparation pipeline, guarantee-exposure ta-
ble, SOE investment calendar, initial and revised project-value table, project-readiness status by pri-
ority project, and implementation calendar for priority energy-transition investments.

Recommendation 6. Move from coal phase-out dates to credible coal-transition
planning
Lead: Ministry of Mining and Energy, EPS, PE UCM Resavica, Ministry of Finance, Ministry of Labour,

Employment, Veteran and Social Affairs, National Employment Service, Ministry of Economy, and lo-
cal governments in coal regions, with regional development agencies as implementation partners.
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Timeline: 2026-2030.

Action: Prepare a coal-transition planning package based on plant-level and mine-level milestones
rather than a distant system-wide phase-out date. The package should use EPS decarbonisation
scenarios, electricity-sector carbon-pricing assumptions, worker mapping, redeployment pathways,
mine master plans, land rehabilitation, local diversification projects, district-level financing envelopes
and fiscal-risk analysis.

The package should test intermediate coal-transition scenarios, including an accelerated stress
case, against replacement capacity, grid adaptation, EPS finances, district-heating obligations,
tariff effects, workforce transition, local economic restructuring and available external
support. Plant and mine milestones should give workers, municipalities, EPS, PE UCM Resavica,
training institutions, local businesses and investors usable planning information. Coal-region
spending and outcomes should be reported through the annual Just Transition Plan progress-
reporting system, rather than through a separate unconnected reporting channel. Worker mapping
under this package should provide the input for the Just Transition Voucher scheme and green-skills
measures under Recommendation 7.

Output by 2028: Plant and mine transition planning package, worker segmentation for coal regions,
redeployment and retraining pathways, local diversification pipeline, coal-land reuse pipeline, dis-
trict-level financing overview, and annual reporting on coal-region spending and outcomes.

Recommendation 7. Make just transition and household protection part of the
financing package

Lead: Ministry of Mining and Energy, Ministry of Labour, Employment, Veteran and Social Affairs,
National Employment Service, Ministry of Finance, Statistical Office of the Republic of Serbia, and
local governments in coal regions, with accredited VET providers and regional development agencies
as implementation partners.

Timeline: 2026-2028.

Action: Publish annual Just Transition Plan progress reports, adopt a national statistical and policy
definition of green jobs, aligned with the ILO framework and usable by the Statistical Office, the Na-
tional Employment Service, ministries and accredited training providers, introduce Just Transition
Vouchers for coal-region workers and affected residents, and link tariff and carbon-pricing reforms
to targeted household support. Vouchers should finance accredited training linked to verified
labour-market demand, with eligibility rules, accredited providers and placement indicators.
Vulnerable-household support should combine bill protection with housing renovation, efficient
heating, appliance replacement and clean-energy access.

Progress reporting should track district-level allocations, workers mapped, workers trained,
workers redeployed, workers supported through income or mobility measures, local
diversification projects, coal-land reuse projects and energy-poverty support delivered. Serbia
should also prepare a costed transition-financing request for the EU and IFls, covering coal-region
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transition, household protection and skills delivery, while showing which costs would be covered by
the budget, carbon-pricing receipts, RGF, IPA, IFl finance and additional dedicated EU
decarbonisation support.

Output by 2027: First Just Transition Plan progress report, ILO-aligned green-jobs definition, vouch-
er pilot design for at least one coal-affected territory, targeted energy-poverty financing line and a
costed external-support request for coal-region transition.

Recommendation 8. Develop a national Eco-Industrial Park framework as a
shared business-environment instrument

Lead: Ministry of Economy, Ministry of Environmental Protection, Ministry of Finance, local govern-
ments, DAS, park operators and Commission for State Aid Control, with Ministry of Mining and Ener-
gy, EMS and EDS involvement where energy and grid components are included.

Timeline: 2026-2029.

Action: Develop a national EIP framework that treats industrial zones as shared low-carbon business
environments. The framework should adapt the World Bank Group, UNIDO and GIZ EIP performance
categories to Serbian conditions, covering park management, environmental, social and economic
performance, shared infrastructure, cleaner energy services, water, wastewater, waste and secondary-
material flows, tenant services, resource-efficiency monitoring and open access.

Public support should prioritise shared systems where professional planning can aggregate
demand, develop shared energy services and infrastructure where technically and legally
feasible, reduce duplication and lower decarbonisation costs for SMEs and suppliers. The
framework should build on EIP pilot sites under development, including both greenfield and
brownfield models, while avoiding fiscal privilege packages or selective industrial-zone advantages.
Open-access rules, transparent eligibility, published environmental indicators and State aid screening
should be built in from the start, especially where public infrastructure is commercially exploited or
dedicated to specific undertakings.

Output by 2028: National EIP framework, minimum performance requirements, open-access rules,
State aid screening procedure, resource-efficiency and environmental-performance indicators, and
two to three candidate pilots with financing plans, open-access arrangements and monitoring plans.
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