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Appendix D- Results of TM

1. Results for Kusadasi

K w/fo CC
UA RA CL M HAA F HVA SNV WL COL Totral areaMatrix power

2018 1616 2206 3280 0 5880 8352 3904 0 0 0 25237
2024 1824 2314 3109 0 5751 8344 3896 0 0 o 25237
2030 2018 2424 2948 0 5624 8335 3888 0 0 0¥ 25238 M2
2036 2200 2536 2794 0 5500 8327 3881 0 0 o 25237 M3
2042 2369 2649 2649 0 5379 8319 3873 0 0 o 25238 M
2048 2527 2763 2511 0 5261 8310 3865 0 0 o7 25237 5
2054 2674 2879 2381 0 5145 8302 3857 0 0 o 25238 %
2060 2810 2995 2257 0 5032 8293 3850 0 0 0 25237 [N
2066 2937 3112 2140 0 4821 8285 3842 0 0 0 25237 "8
2072 3055 3230 2028 0 4813 8277 3834 0 0 0 25237 M9
2078 3163 3349 1923 0 4707 8269 3826 0 0 0 25237 M0
2084 3264 3468 1823 0 4603 8260 3819 0 0 0 25237 M1
2090 3356 3588 1728 0 4502 8252 3811 0 0 0 25237|M2
2096 3441 3707 1638 0 4403 8244 3804 0 0 0 25237|M3
2102 3519 3827 1553 0 4306 8236 3796 0 0 0 25237 M4

K1,5°
UA RA CL M HAA F HVA SNV WL COL  total area matrix power

2018 1616 2206 3280 0 5880 8352 3504 0 0 0 25237
2024 1683 2298 3207 0 5809 8344 3896 0 0 o¥ 25237
2030 1748 2390 3137 0 5740 8335 3888 0 0 of 25238 M
2036 1811 2481 3068 0 5671 8327 3880 0 0 oF 25238 3
2042 1871 2571 3001 0 5603 8318 3873 0 0 0" 25237 M4
2048 1931 2661 2935 0 5535 8310 3865 0 0 oF 25237 5
2054 1988 2751 2870 0 5469 8302 3857 0 0 0" 25237 %
2060 2043 2840 2807 0 5403 8294 3850 o] 0 0 25237 ~7
2066 2097 2829 2745 0 5339 8285 3842 0 0 0 25237 |18
2072 2150 3017 2685 0 5274 8277 3834 0 0 0 25237 (A9
2078 2200 3105 2626 0 5211 8269 3826 o] 0 0 25237 ~10
2084 2249 3192 2568 0 5149 8260 3819 0 0 0 25237 11
2090 2297 3279 2511 0 5087 8252 3811 0 0 0 25237 ~12
2096 2342 3365 2456 0 5026 8244 3804 0 0 0 25237 ~13
2102 2387 3451 2402 0 4965 8236 3796 0 0 0 25237 714



UA RA CL M HAA F HVA SNV WL COoL totalarea matrix power
2018 1616 2206 3280 0 5881 8352 3904 0 Q o 25238
2024 1829 2313 3012 0 5632 8008 3955 489 0 of 25238
2030 2022 2420 2766 o] 5393 7678 3998 961 0 of 25238 A2
2036 2197 2527 2540 0 5164 7363 4031 1416 0 0 25238 A3
2042 2355 2634 2332 0 4945 7060 4057 1855 0 0 25238 74
2048 2497 2740 2142 o] 4735 6769 4076 2279 0 0 25238 A5
2054 2625 2846 1966 o] 4535 6491 4087 2688 0 0 25238 76
2060 2739 2952 1806 0 4343 6223 4093 3082 0 0 25238 A7
2066 2841 3057 1658 0 4159 5967 4093 3463 0 0 25238 A8
2072 2932 3162 1522 0 3982 5722 4087 3831 0 0 25238 A9
2078 3012 3266 1398 o] 3813 5486 4077 4186 0 0 25238 A0
2084 3083 3367 1284 0 3652 5261 4061 4530 0 0 25238 A11
2090 3144 3471 1179 0 3497 5044 4042 4861 0 0 25238 A2
2096 3197 3572 1083 o] 3349 4836 4019 5182 0 0 25238|713
2102 3243 3672 994 0 3207 4637 3993 5492 0 0 25238 A4
2. Results for Toulon Area
Tw/OCC
EU ZR TC Pr Am Fo v E ZH L total area matrix power

1988 37928 727 2670 1330 1312 6463 2329 48 883 161 " s3852

1999 38579 724 2596 1325 529 7609 1192 265 873 160 ¥ 53852

2006 38574 802 2324 1317 843 7366 1263 336 867 160 " s3852

2014 38721 857 2142 1502 866 6662 1641 415 884 162 ¥ 53852

2019 38664 946 2156 1484 772 6767 1616 414 873 160 ¥ 53852

2023 38635 982 2154 1483 775 6757 1618 415 873 160 7 53852

2029 38605 1017 2151 1482 779 6748 1619 417 874 160 7 53852 A2

2034 38576 1053 2149 1481 782 6738 1621 418 874 160 © 53852 A3

2039 38547 1088 2147 1480 785 6729 1622 420 874 160 F 53852 4

2044 38517 1124 2144 1479 788 6719 1624 421 875 160 © 53851 A5

2049 38488 1159 2142 1478 792 6710 1625 423 875 160 ¥ 53852 6

2054 38460 1195 2138 1477 795 6701 1627 424 875 160 53852 A7

2059 38431 1230 2136 1476 798 6692 1628 426 875 160 53852 g

2064 38402 1265 2133 1475 801 6683 1630 427 876 160 53852 Ag

2069 38373 1301 2131 1474 805 6673 1631 429 876 160 53853 A10

2074 38344 1336 2128 1473 808 6664 1632 431 876 160 53852 A1

2079 38315 1371 2126 1472 811 6655 1634 432 877 160 53853 N2

2084 38285 1407 2124 1471 815 6645 1635 434 877 160 53853 A13

2089 38257 1442 2121 1470 818 6636 1637 435 877 160 53853 A4

2093 38227 1477 2119 1469 821 6627 1638 437 878 160 53853 A5

2099 38197 1511 2120 1469 824 6615 1640 437 879 160 53852 716

2104 38170 1547 2114 1466 828 6608 1641 440 878 160 53852 n7
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Tl,s“
EU ZR TC Pr Am Fo \' E ZH L total area matrix power
1988 37928 727 2670 1330 1312 6463 2329 48 883 1617 s53ss2
1999 38579 724 2596 1325 529 7609 1192 265 873 1607 53852
2006 38574 802 2324 1317 843 7366 1263 336 867 1607 53852
2014 38721 857 2142 1502 866 6662 1641 415 884 1627 53852
2019 38664 946 2156 1484 772 6767 1616 414 873 160 "7 53852
2024 38635 982 2111 1483 768 6622 1691 537 864 160" 53853
2029 38605 1017 2066 1482 763 6481 1763 659 856 160" 53852 "2
2034 38576 1053 2023 1481 759 6342 1832 780 847 160" 53853 i
2039 38546 1088 1981 1479 754 6207 1898 900 839 160" 53852 4
2034 38516 1123 1940 1478 750 6075 1962 1018 830 160" 53852 kG
2049 38486 1158 1900 1476 746 5945 2024 1135 822 160" 53852 iy
2054 38457 1194 1861 1475 741 5818 2083 1251 813 160 53853 ~7
2059 38427 1229 1822 1473 737 5694 2140 1365 806 160 53853 8
2064 38397 1264 1785 1471 733 5572 2194 1479 797 160 53852 AL
2069 38367 1298 1749 1469 729 5453 2247 1591 790 160 53853 A10
2074 38336 1333 1714 1467 724 5337 2297 1702 782 160 53852 G
2079 38306 1368 1679 1465 720 5223 2345 1812 774 160 53852 A2
2084 38276 1403 1646 1462 716 5112 2391 1921 766 160 53853 AL3
2089 38246 1437 1613 1460 712 5003 2435 2029 758 160 53853 ~4
2094 38216 1471 1581 1457 708 4896 2477 2135 751 160 53852 AMS
2099 38185 1506 1550 1454 704 4791 2518 2241 743 160 53852 A6
2104 38155 1540 1519 1452 700 4689 2556 2345 736 160 53852 A7
TZ.S'
EU ZR TC Pr Am Fo v E ZH L total area atrix pow
1988 37928 727 2670 1330 1312 6463 2329 48 883 1617 53852
1999 38579 724 2596 1325 529 7609 1192 265 873 160" 53852
2006 38574 802 2324 1317 843 7366 1263 336 867 160" 53852
2014 38721 857 2142 1502 866 6662 1641 415 884 1627 53852
2019 38664 946 2156 1484 772 6767 1616 414 873 160 7 s3852
2024 38635 982 2089 1468 768 6555 1759 582 855 160" 53853
2029 38605 1017 2024 1453 763 6349 1896 747 838 1607 53852 "2
2034 38575 1053 1962 1437 759 6150 2026 909 822 160" 53853 3
2039 38545 1088 1902 1421 754 5957 2151 1068 806 160" 53852 4
2044 38515 1123 1843 1405 750 5771 2271 1225 789 1607 53852 A5
2049 38485 1158 1787 1390 745 5590 2385 1378 774 1607 53852 "6
2054 38455 1193 1733 1374 741 5415 2494 1529 758 160 53852 *7
2059 38425 1228 1680 1359 737 5245 2598 1678 743 160 538533 "8
2064 38394 1263 1630 1344 732 5081 2697 1824 728 160 53853 "9
2069 38364 1297 1581 1328 728 4921 2792 1968 713 160 53852 ~10
2074 38333 1332 1534 1313 724 4767 2882 2109 699 160 53853 ~11
2079 38302 1366 1488 1298 719 4618 2968 2248 685 160 53852 ~12
2084 38271 1401 1444 1283 715 4473 3049 2385 671 160 53852 ~13
2089 38240 1435 1401 1268 711 4333 3127 2519 658 160 53852 ~14
2094 38209 1469 1360 1253 706 4197 3201 2652 645 160 53852 ~15
2099 38178 1503 1321 1238 702 4066 3270 2782 632 160 53852 16
T:q"
Eu R TC Pr Am Fo v E H L totalarea matrix power

1988 37928 727 2670 1330 1312 6463 2329 48 883 1617 53852

1999 38579 724 2596 1325 529 7609 1192 265 873 160" 53852

2006 38574 802 2324 1317 843 7366 1263 336 867 160" 53852

2014 38721 857 2142 1502 866 6662 1641 415 884 162 r 53852

2019 38664 946 2156 1484 772 6767 1616 414 873 160 " s3ss2

2024 38635 982 2067 1446 760 6490 1767 708 838 160" 53853

2029 38605 1017 1983 1409 748 6224 1906 996 805 160 & 53853 A

2034 38575 1052 1902 1373 736 5969 2035 1278 772 160' 53852 A3

2039 38545 1087 1824 1337 725 5724 2154 1554 742 160' 53852 A

2044 38515 1122 1750 1302 713 5490 2263 1825 712 1607 53852 A5

2049 38484 1157 1680 1269 702 5265 2363 2089 683 160" s3852 A6

2054 38454 1192 1612 1236 691 5049 2455 2348 656 160 53853 A7

2059 38423 1226 1547 1203 680 4843 2538 2602 630 160 53852 A8

2064 38392 1260 1485 1172 669 4644 2614 2851 605 160 53852 A9

2069 38361 1294 1426 1141 659 44 54 2683 3094 580 160 53852 A0

2074 38330 1328 1369 1111 648 4272 2745 3332 557 160 53852 A11

2079 38298 1362 1315 1082 638 4097 2800 3565 535 160 53852 A2

2084 38267 1396 1263 1053 628 3929 2849 3793 514 160 53852 A13

2089 38235 1429 1214 1025 618 3769 2893 4016 493 160 53852 A14

2094 38204 1463 1167 998 608 3614 2931 4234 473 160 53852 A5

2099 38172 1496 1121 972 599 3466 2964 4448 454 160 53852 M6

2104 38140 1529 1078 946 589 3325 2992 4658 436 160 53853 M7



a) For Kusadasi area

Kusadasi w/o CC
1,5>Kusadasi<2,5°C
Kusadasi <2,5 °C
Kusadasi 4°C

Kusadasi 2072

Kusadasi w/o CC
1,5>Kusadasi<2,5°C
Kusadasi <2,5°C
Kusadasi 4°C

Kusadasi 2102

Kusadasi w/o CC
1,5>Kusadasi<2,5°C
Kusadasi <2,5 °C
Kusadasi 4°C

UA
2200
1811
2189
2197

UA
3055
2150
2933
2932

UA
3519
2387
3257
3243

Evol OCSOL Kusadasi 90-18

1990

2000
2006
2012
2018

b) For Toulon area

2039<1,5°C
1,5°C>2039<2,5°C
2034 <2,5°C
2039 =4°C

2074 <1,5°C
1,5°C>2074<2,5°C
2074 <2,5°C
2074 =4°C

2104 <1,5°C
1,5°C>2104<2,5°C
2104<2,5°C
2104 =4°C

Evol OCSOL TPM 88-19

1988
1999
2006
2014
2019

UA
38547
38546
38545
38545

UA
38344
38336
38333
38320

UA
38170
38155
38147
38140

UA
37928
38579
38574
38721
38664

UA
1141
2278
1233
1404
1616

1088
1088
1088
1087

1336
1333
1332
1328

1547
1540
1537
1529

727
724
802
857
946

RA
2536
2481
2533
2527

3230
3017
3194

3162

RA
3827
3451
3745
3672

RA
359

2146
2095
2206

CcL
2147
1981
1902
1824

CcL
2128
1714
1534
1369

CcL
2114
1519
1282
1078

CcL
2670
2596
2324
2142
2156

cL
2794
3068
2621
2540
(el
2028
2685
1676
1522
(o]}
1553
2402
1156
994
CL
3995
3870
2621
3446
3280
M HAA
1480 785
1479 754
1421 754
1337 725
M HAA
1473 808
1467 724
1313 724
1111 648
M HAA
1466 828
1452 700
1224 698
946 589
M HAA
1330 1312
1325 529
1317 843
1502 866
1484 772

HAA
5500

5671

5333
5164

HAA
4813

5274

4382
3982

HAA
4306

4965

3718
3207

HAA
8390
7282
7052
5998
5881

6729
6207
5957
5724

6664
5337
4767
4272

6608
4689
3939
3325

6463
7609
7366
6662
6767

8327
8327
7837

7363

8277
8277
6897

5722

8236
8236
6197

4637

7333
7217
8863
8587
8352

HVA

1622
1898
2151
2154

HVA

1632
2297
2882
2745

HVA

1641
2556
3337
2992

HVA
2329
1192
1263
1641
1616

HVA
3881

3880

4097
4031

HVA
3834

3834

4368
4087

HVA
3796

3796

4550
3993

HVA
3972
3665
3282
3707
3904

420
900
1068
1554

874
839
806
742

431
1702
2109
3332

876
782
699
557

440
2345
2910
4658

878
736
619
436

48 883
265 873
336 867
415 884
414 873

SNV

627
1416

SNV

1787
3831

SNV

2614
5492

SNV

coL

160
160
160
160

CcoL

160
160
160
160

coL

160
160
160
160

CoL
161
160
160
162
160
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Appendix E - Support to Tourism (direct and indirect), selected examples

Subsidy

Limiting the impact of moorings and gua-
ranteeing the sustainable development of
nautical activities and tourism

Strengthening the resilience of the region
and its ecological functions, by ensuring
their restoration while reducing sources
of pressure

Revealing biodiversity as a source and
driver of sustainable, innovative economic
development to inject dynamism into all
the region’s regions

Adoption by the region of the «Trait de
Cotes» scheme, which will also make it
possible to rethink the level of service and
quality of the seaside tourism offering

Enhancing natural sites

Helping to develop out-of-season bu-
siness tourism

Support for tourist accommodation

Investour, to grow and consolidate your
equity capital

Beneficiary

Public organizations

Public organizations and
associations

Companies, local authorities, and/
or associations

EPIC (community of municipalities,
agglomerations, metropolises)

Managers of major tourist sites
and «alternative» sites

The organisers of the event

All VSEs and SMEs, SCls or
property companies, traditional
independent hotels, open-air
hotels, holiday villages and
centres, and youth hostels

VSEs hiring seasonal workers.
SMEs in the tourism sector

Regional Grant available for tourism development in TPM Area

Source : Author’s compilation

Maximum Funding (€) and Funding Method

Up to 80% of the study’s total cost
Capital expenditure: Up to 40% (max €200K)

Up to 80% of the eligible amount
Grant awarded may not exceed a maximum of 80% of
the eligible amount

Up to 80% of the eligible amount
EU funding rules, particularly the de minimis
regulation no. 1407/2013 of 18 December 2013

Part 1: 50% of the total cost of the project, up to a
maximum of €200,000. Part 2: - 30% of the total value
of the project, up to a maximum of €3 million for the
works -50% of the total cost of the project, up to a
maximum of €200,000 for engineering. Part 3: 50%

of the total cost of the project, up to a maximum of
€200,000 for both works and engineering.

EU funding rules, particularly the de minimis
regulation no. 1407/2013 of 18 December 2013

Strands 1 and 2: -40% maximum of eligible capital
expenditure, up to a maximum of €200,000. Strand
3: Maximum 60% of eligible capital expenditure.
Maximum €80,000 per project.

Provisional figures for overnight stays and net
exhibition area, declared by the promoter (after
verification by CR]. Overnight stays counted = overnight
stays by participants (not exhibitors) exclusively
between the 1st day and the last day of the event.

Investment of up to €100,000 at a rate of 60%,
supplemented by a Sustainable Development
bonus (between €5,000 and €10,000) awarded on
presentation of proof of obtaining or renewing an
environmental label.

Equity loans, between €50,000 and a maximum of
€350,000, subject to the de minimis rule.



Subsidy Target Audience

Promoting tourism in Kusadasi General public
Increasing Kusadasi’s share of Turkish tourism Tourists

Ensuring the development of alternative tourism such

. Tourists
as spa tourism

Encouraging the development of organic farming Turkish farmers + Tourists

Strengthening the twinning with the town of Sinaia
(Romania) through sustainable tourism

Direct tourism subsidies in Kusadasi district
Source : Author’s compilation

Municipality of Kusadasi

Funding planned over 5 years
(2020-2024)

11,603,825 TL (353,394 €]

14,642,923 TL (445,950 €)

42,986,980 TL (1,309,168 €)

22,544,608 TL (686,596 €]

125,447 ([ERDF over 11 months)

Objective Number of projects/actions m

Reduce bacteriological, chemical, nitrate and pesticide

pollution and waste in natural environments 100 projects, 27 project owners

Ensuring sustainable and balanced management of water

resources, to better adapt to the effects of climate change 31 projects, 14 project owners

Sustainable management of watercourses and wetlands, in

conjunction with risk prevention 52 projects, 8 project owners

Sustainable management of the land-sea interface and the

: . 37 projects, 14 project owners
marine environment

Reinforce the integration of «\WATER» issues in urban plan-

ning documents 4 projects, 4 owners

224 projects, 67 project

owners

67,300,000

11,400,000

5,400,000

4,400,000

20,000

88,520,000

Specific (local) grant indirectly supporting tourism development in TPM area : Contrat de Baie

Source : Author’s compilation
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Creating a sustainable mobility plan in line with the metropolitan Urban development plan
Creating gateways to Tombolos and Ayguade-Salins

Define a landscape policy to upgrade the Grand Site’s entrances and roads

Design and implement an overall information master plan for the Grand Site

Enhancing the Hyéeres salt marsh sites

Define the principles of access, development and management of the Grand Site’s beaches
Promoting and upgrading the Grand Site’s tourism offering

Implement a plan to promote the Grand Site’s points of interest

Restoring the public continuity of major walking routes: Coastal footpath

Implement an ecological continuity management plan

Upgrading heritage public spaces in the village of Giens

Upgrading the heritage public spaces of La Tour Fondue

Specific (local) grant indirectly supporting tourism development in TPM area
as part of the Opération Grand Site-Giens structuring project (2019-2029)
Source : Author’s compilation

Amounts (total of actions carried out or planned)
€ (in euros)

6,524,547
885,000
65,000
Unknown
10,722,000
7,800,000 (€780k/y)
Unknown
25,000
1,390,836
1,328,000
1,290,812

5,269,396

: Examples of actions undertaken
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CHAPTER 8. TAXINCENTIVES AND ENERGY
TRANSITION FROM A LEGAL POINT OF

VIEW: ANALYSIS OF BEST PRACTICES
ADAPTED TO THE DECARBONISATION OF THE
MEDITERRANEAN REGION

AUTHOR : MERVE ERGUN

|

This chapter aims to answer the question of how to effectively and efficiently use the best mix of fiscal
policies to speed up the energy transition process in the Mediterranean Region by considering the existing
international legal framework and EU legislation. To do this, a particular attention has been given to
the decarbonisation of the electricity supply industry [hereinafter ESI) because electricity is the main
energy used for not only industrial production but also for the heating and transportation sectors*®. While
assessing best policies and fiscal instruments for the Mediterranean region, we focus on effectiveness and
efficiency of the incentives provided. Mediterranean countries exhibit diverse legal systems, necessitating
tailored fiscal approaches based on socio-political and geo-political factors. The question of which fiscal
policies would be the best should be answered by considering the motives, the expected results and
country in question. Meanwhile, fiscal incentives should be directed towards the «right renewables»,
prioritizing support for sources that offer the greatest environmental and societal benefits and/or that
have the least impact on local ecosystems and communities (for instance, offshore wind farms require
careful consideration of marine protected areas). Overall, to expedite Renewable Energy [RE] deployment,
the preference for Feed-in Tariff [FIT) schemes is recommended, emphasising efficient price control and
administrative simplicity. Acknowledging the political feasibility of schemes, the adoption of diversified,
market-based incentives is also essential, recognizing variations between countries. Introduction of
effective carbon taxes is encouraged, with coverage tailored to the majority of greenhouse gas emissions
in each country. To mitigate resistance to new taxes, their combination with incentive mechanisms is
proposed, along with an exploration of ancillary benefits beyond primary objectives. Even though one of the
focus points in this chapter has been the European Union (EU) Legal Framework on State Aid because it is
mandatory for Member States to comply with the EU State Aid Rules, the incentive schemes supported for
renewable energy generation in this chapter are suitable and applicable in all Mediterranean countries.

155 David M. Newbery, Towards a green energy economy? The EU Energy Union’s transition to a low-carbon zero subsidy electricity system - Lessons
from the UK’s Electricity Market Reform’ Applied EnergyEnergy Policy Research Group (EPRG), University of Cambridge, Sidgwick Ave., Cambridge CB3
9DE, UK, 1321.
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1. Problem & Statement of Research:
introducing the complex interplay
between EU state aid law and
environmental aid

National parliaments, having fought hard for
their authority over taxation throughout history,
are cautious when considering delegating
this power to the EU'™. As a result, there are
not many tax provisions in the Treaty on the
Functioning of the European Union (hereinafter
TFEU), and the adoption of measures regarding
harmonisation of tax matters requires unanimity
in the European Council'’.

The traditional theoretical policies preferred by
countries differ when it comes to supporting
the Renewable Energy (hereinafter RE) industry.
Some countries have adopted policy maximising
market-mechanisms. Meanwhile, others are
associated with some degree of state dirigismes8,
a term that refers to the willingness of the
state to control certain economic activities'”.
Depending on the context, each approach may
have its merits. When the targets and numerical
limits brought by the Commission’s recent
proposals regarding RE are taken into account,
it iIs seen that these include elements of state
dirigisme as well®®. On the other hand, in the
context of globalization and liberalization, which
entail the international movement of capital
and the removal of associated barriers, as well
as cooperation in tax matters among OECD
countries, some degree of openness should also
be expected'®!.

Estimates point to the fact that the EU can
achieve its climate neutrality goal by 2050
if it is possible for Member States to supply

at least 30% of the electricity from offshore
wind energy'?. At the same time regarding
the installation and sustainable operation of
offshore wind turbines, it is essential to consider
the Convention for the Protection of the Marine
Environment and the Coastal Region of the
Mediterranean (hereinafter the Barcelona
Convention). Moreover, while trying to achieve
carbon neutrality, it is essential to refrain from
conventional energy generation methods when
they pose soil and water contamination threats
under particular circumstances.

1.1. Understanding EU State Aid Law

Article 107 of the TFEU establishes a general
rule prohibiting Member States from providing
any form of state aid unless it is exceptionally
justified. State aid is only considered an issue
when it meets four specific requirements
outlined in this provision: there must be a
transfer of state resources, an advantage for
the undertaking, selectivity, and a potential
distortion of competition and impact on trade
between Member States'é?.

The state aid control mechanism, based on
Articles 107 and 108 of the TFEU, requires
Member States to rely on certain rules in the
event that they are to provide financial benefits
to economic actors. The Court of Justice of the
European Union (CJEU] interprets key concepts
like advantage, selectivity, and discrimination
within state aid law'5. In this sense, subsidies
and incentive mechanisms to be introduced in
the EU countries should be created based on the
EU State Aid Rules.

The 2022 Guidelines on State aid for climate,
environmental protection, and energy, which
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were published based on a Communication
from the Commission', outline that compatible
aid should not only stimulate economic activity
but also incentivize actions aligned with the
objectives of the Green Deal without adversely
affecting competition and trade”.

Early EU State aid policy and rules focus on the
idea of controlling the amount of subsidies to
be granted by public authorities'®. This is still
the case; however, it is seen that in addition to
this general idea of prohibition of state aid, the
Commission has focused on positive integration
of state aid rules as well. Alongside the general
principle of prohibiting state aid, the Commission
now emphasizes the potential for state aids to
serve as instruments for advancing the EU’s
Climate Change Policy and Sustainability goals.
Certain categories of aids or those generating
positive externalities may be justified under the
EU Commission’s practices and the CJEU case
law. Therefore, when evaluating best practices
for EU countries, adherence to the EU State
Aid Rules is crucial. Essentially, any incentives
provided by EU Member State authorities must
comply with these rules.

According to the Commission notice, fiscal
incentives undergo specific tests to determine
their status as state aid. These tests involve
assessing whether the aid entails favorable
tax treatment, the cost of state resources,
selectivity, and its impact on competition and
trade between Member States'®. Additionally,
Case C-156/98 Germany v. Commission (2000)
established that advantages granted by regional
or public bodies, or through their resources,
also fall under the definition of state aid"®. It is
essential to understand that not all countries in
the Mediterranean are obliged to comply with
the same state aid rules at the same level. As its
very name signifies, the EU State Aid rules are

binding for Member States in theory. As regards
to candidate countries, each case should be
evaluated based on the country’s accession level,
ongoing negotiations, and approvals.

The EU State Aid Mechanism involves positive and
negative integration; positive integration is about
giving tax incentives, and negative integration is
related with their prohibition. Initially, the EU’s
perspective was centered around prohibition,
but over time, the Commission has established
criteria for permissible state aid to facilitate the
positive integration process'”'. Since positive
integration is a term brought ‘from the above’,
the Commission is regarded as supranational
entrepreneur of treaty provisions regarding this
matter'2. |n this sense, it is essential to check
the Commission’s practices while evaluating
positive integration of state aid rules orincentives
that are promoted by the Commission when it
comes to energy transition.

At the EU level, the existing energy taxation
rules, based on the Energy Taxation Directive,
have not changed since 2003. As part of the EU’s
Green Deal Package, these rules should have
been revised in 2021. From time to time, such
revision attempts may fail, or achieving feasible
results may take longer than expected due to
procedural issues. In other words, traditionally
unanimity/ special legislative procedure may be
important legal barriers for such revisions. Yet,
the recent approaches focus on the idea that by
virtue of the TFEU, the EU taxation should be
in conformity with the EU’s climate objectives;
therefore, ordinary legislative procedure by
qualified majority voting would be sufficient to
adopt proposals rather than unanimity'”.

According to Article 107(3) (c) TFEU, some aids
facilitating the development of certain economic
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activities may be exempted from the general
prohibition of state aid'7%. This type of aid, as it
is directed to certain sectors, is classified as
sectoral aid, and there is no one single legislative
instrument covering general sectoral aid rules'®.

1.2. Environmental Aid: Understanding the
Legal Framework and Implications

The legal basis of the EC-driven environmental
taxes stems from the Polluter Pays Principle
(PPP])'7 Similarly,the EU’scurrentenvironmental
policy is centred around the PPP which is
codified under Article 191(2]) of the TFEU'”. The
legal framework governing environmental aids
is established through CJEU Case Law.

In the Case T-176/01, Ferriere Nord/
Commission, it is seen that environmental aids
(aids aimed at environmental protection) are
evaluated by virtue of Articles 6' and 87 EC
and by considering the Community Guidelines
adopted by the Commission for assessing such
aids'. These correspond to Articles 11 and
107 of the TFEU respectively. Moreover, in this
case it was stated that the main rules regarding
environmental protection and state aid are
regulated under the Community Guidelines
on State Aid for Environmental Protection®.
These guidelines do not apply for the state aids
granted for nuclear energy even though nuclear
power reactors do not produce any greenhouse
gas emissions™'.  Also, there are no provisions
regarding state aid control in the Euratom Treaty
which is a lex specialis'™ 18, As per Article 192

Euratom Treaty, Member States are obliged to
ensure the fulfilment of the treaty measures and
refrain from the measures that could jeopardise
the achievements in achieving the objectives®.
The Global Financial Crisis prompted a
reevaluation of the EU’s approach to state aid,
particularly concerning environmental aids. In
2005, the Commission introduced the State Aid
Action Plan (SAAP), aiming to refine the economic
approach to state aid. Subsequently, in 2008, the
General Block Exemption Regulation (GBER]
was enacted to decentralize state aid control'®.
Although certain environmental aids fall under
the scope of the GBER, their application differs
from that of the guideline'® The GBER is part
of the State Aid Action Plan (hereinafter SAAP)
and includes rules governing subjects related to
horizontal and regional aid'®”. The SAAP includes
four pillars which shape union’s current policy:
‘Less and Better Targeted Aid" and The refined
economic approach’, ‘more effective procedures’
and ‘shared responsibility between the EU and
Member States’®.

According to Article 101(3) of the TFEU, if
conditions are present, Member States are
authorised to provide funds without pre-approval
or authorisation of the EU Commission'. Some
environmental aids, such as aid to district
heating, waste management, remediation of
contaminated sites, relocation of undertakings
and tradable emission permit schemes or any
forms of operating aid, are excluded from the
GBER"®,
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The State Aid Conceptinthe EUis seenasa 'living
instrument’ bringing the Commission’s existing
policies into existence'. In conjunction with
this, the GBER has been amended in the light
of the EU Green Deal and the new Commission
Guidelines'?. These amendments have enabled
Member States to introduce new aids in
environmental protection, renewable energy,
decarbonization projects, and investments in
renewable hydrogen, among others'?. Together
with these amendments, Member States are
allowed to regulate energy prices, including the
prices of electricity, gas and heat produced from
natural gas'. It is important to highlight that
there is no legal constraint in the EU Legislation
for the introduction of Pigouvian taxes or rates
for environmental purposes.

2. Research Methodology

Inthe EU, thereis a general rule against state aid,
but exceptions and positive integration policies
allow for tax incentives. Understanding EU laws,
policies, case precedents, and best practices is
crucial, especially concerning renewables. To
address this, we have used comparative legal
research methods to detect the best practices
and procedures and suggest the most suitable
subsidy implications and fiscal policies for the
Mediterranean Countries, considering their
socio-economic and geographical similarities
and differences.

Our central research question is: What policy
tools and taxation schemes are most suitable
for Mediterranean countries to expedite the
energy transition and mitigate climate change
? To delve into this inquiry, the chapter focuses
on the decarbonization of the electricity sector,
given its direct association with industrial energy
consumption, transportation, and heating.

Various countries, both developed and emerging,
are analyzed for their fiscal methods aimed at
achieving climate change targets. Furthermore,
changes in policy frameworks, such as the
transition from Premium FiTs to standard FiTs,
are explored to understand their impact on
investor behavior and energy consumers.

3. Research Results
3.1. From the EU State Aid Law Perspective

The EU Green Deal includes key principles for
the energy transition, and it is seen that the
Commission has adopted several proposals
to facilitate taxation policies for reducing GHG
emissions'®. “The Green Deal Industrial Plan
for the Net-Zero Age (the Net Zero Plan) adopted
by the European Commission on 23 June 2023,
is an important instrument aiming at making
the Europe the World's first climate-neutral
continent by 2050.

Broadly speaking, RE Support policies can be
classified into three main groups: regulatory
policies, fiscalincentives and public financing®.
In the regulatory policies, electricity companies
or consumers tend to pay for renewable power;
Feed-in tariff (FIT) schemes, Renewable Portfolio
Standards (RPS) Schemes and Tradable Green
Certificate (TGC) Schemes are among the most
very well-known regulatory policies'”.

The TGC scheme is market-based, and it enables
the supplier to buy certificates irrespective of
its electricity purchases'®. Fiscal incentives,
Subsidies and tax reductions are among the
second group of policies'. For the success of
the schemes or programmes introduced, it is
mostly necessary to support them with second
group of policies.
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The Community Guidelines on state aid for
environmental protection, the GBERand the TFEU
cover the main rules regarding environmental
aids in the EU?®. According to the guidelines,
it is clear that the Commission exercises its
discretion power under the Article 107/3(c) of
the TFEU in the event that the environmental
state aid in question is compatible with the EU’s
internal market?,

The question of when environmental measures
could be regarded as state aid under Article
107(1) of TFEU should be answered carefully.
According to the existing practice, should the aid
in question fulfil the four criteria indicated under
this provision, then, it should be treated as state
aid. In practice, it is not always easy to detect
whether all criteria are fulfilled or not?®.

Considering the CJEU Case Law, the control
over sources is among the important point while
deciding whether the aid in question constitutes
state aid. For instance, even though there is a
public/private body established by national laws,
the measure can be considered as state aid If the
sources are under the control of state?®. Another
important point is that if the fund to support
renewable energy companies is financed by
relying on compulsory contributions imposed
upon electricity consumers, then the transfer
of state resources criterion is fulfilled. (For
example, the MEP introduced by the Netherlands
to back Dutch renewable energy producers and
producers of combined heat and power (CHP)
was not inconformity with the State Aid Rules,

and the Commission decided that this measure
was state aid because it was being financed
by the compulsory contribution made by all
electricity consumers, and thus it was favouring
Dutch Energy Producers)?®.

When it comes to environmental aids, it is
important to highlight that social?®, economic?®,
environmental and health objectives®?, on
their own, are not sufficient to escape from the
application of Article 87 EC. Moreover, even
though the grounds of the protection of the
environment and road safety are legitimate,
these are not effective reasons taken into account
within Article 87(1) EC.

In the Case T-210/022%, it is highlighted that
neither the reasons for nor objectives of the
aid, on its own, can be sufficient to remove
the aid from the scope of the article?®®. Fiscal
nature, social or economic aims related with the
protection of environment or of human safety
cannot be a sole excuse to refrain from the
Article 87(1) EC?'°. Justification for an aid can
be possible under Article 87(3) EC in the event
that the measure is compatible with the common
market?!". Within this concept, the classification
of the aid measures under Article 87 EC is not
made by considering national laws, rather this
classification is made in a community context?'2.

3.2. The EU Emission Trading Scheme (ETS)

All Member States,
Liechtenstein are

Iceland, Norway and
included in the EU’s ETS
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working based on the ‘cap and trade’ principle?'?.
While the ETS has achieved notable procedural
and practical success, its effectiveness in
redirecting energy investments is limited due to
relatively low prices and incomplete coverage of
greenhouse gas (GHG) emissions?'. To enhance
the energy transition process, it is essential to
complement the ETS with effective carbon taxes.
The link between carbon taxes and the GHG
emissions are worth mentioning. In fact, carbon
taxation can be the issue for different types of
GHGs (e.g.carbon dioxide, methane, nitrous
oxide and fluorinated gases)?'s. Therefore, it is
possible to see different types of carbon taxes
from one country to another. This also means
that not all GHGs are covered by the carbon taxes
introduced, and it is essential to design carbon
taxes covering the vast majority of the GHGs.

3.3. Case Studies

For environmental protection purposes,
certain state aid measures may be declared
compatible with the common market as
indicated under the Community Guidelines on
State Aid for Environmental Protection ( 0J 1994
C 72, p.3)%%.

Previous guidelines did not include specific
provisions and therefore, an environmental aid
was assessed directly based on Article 107/3(c)
of the TFEU?'7. The Commission has developed
the balancing test to assess whether an aid
is compatible with the internal market or not;
this test has been applied to environmental
aids thanks to the guidelines?'®. While applying
this test, the commission considers the SAAP
focusing on the economic effects of aid®"?. This
test requires that the positive effects of the
environmental aid must outweigh the negative
effects on the market??.

Subsidies and taxation represent distinct
concepts: subsidies entail fiscal support, while
taxation involves financial burdens?®'. However,
the CJEU case law indicates that state aid can be
granted as a part of taxation as well. Case 30/59
(Gezamenlijke Steenkolenmijnen), judgment of
23 February 1961, ECR 1961, p. 1 (19). Therefore,
while making suggestions as to the most suitable
fiscal applications for the Mediterranean
countries, it is important to consider the CJEU
Case Law and country specific taxation rules as
well. Even though some countries in the region
are not part of the EU, similar perspectives on
the prohibition of state aid mechanisms may

apply.

For projects aiming to enhance economic
productivity while also bolstering environmental
protection through the adoption of new or
upgraded equipment, the environmental aspect
of the investment may only be considered
partially valid if it is evident that the same
economic outcomes could have been achieved
using less costly and more environmentally
harmful equipment??,

Our research shows that :

e Tax incentives and subsidies are of
particular importance for RE investments.
In Denmark, market share of renewables
showed a significant increase from 5 percent
to 30 percent in Denmark between 1995 and
2010. It is seen that during this process,
Denmark, of which primary RE generation
is onshore wind power, supported the RE
generation thanks to various subsidies and
tax incentives. Offshore wind tribunes were
promoted thanks to tender schemes?%,

e FIT schemes are more successful than the
other schemes. Nonetheless, it's crucial

213 European Commission: What is the EU ETS < https://climate.ec.europa.eu/eu-action/eu-emissions-trading-system-eu-ets/what-eu-ets_en>

accessed 30 December 2023.

214 Green, Richard and Adonis Yatchew, ‘Support Schemes For Renewable Energy: An Economic Analysis’ Economics Of Energy & Environmental Policy,

Vol. 1, No. 2, 2012, 84.

215 Tax Foundation: Carbon Taxes in Europe < https://taxfoundation.org/data/all/eu/carbon-taxes-in-europe-2023/> accessed 30 December 2023.

216 Case C-143/99, Adria- Wien Pipeline and Wietersdorfer & Peggasuer Zementwerke, Judgement of 8 November 2001, ECR 1-8365, 31.
Rene Barents, Directory of EC Case Law on State Aids ( Kluwer International, Aalpen aan den Rijn, 2008),222.

217 Leigh Hancher, Tom Ottervanger, Piet Jan Slot, EU Stade Aids (Sweet & Maxwell-Thomson Reuters,4th edn, 2012)804.

218 Ibid,810.
219 Ibid,811.
220 Ibid,812.
220 Ibid,812.

221 Isabelle Richelle, Wolfgang Schon, Edoardo Traversa, ‘State Aid Law and Business Taxation’ (Springer, Berlin& Heidelberg, 2016) 4

222 Case t-176/01, Ferriere Nord/Commission, Judgement of 18 November 2004, ECR 11-3931, 151.
Rene Barents, Directory of EC Case Law on State Aids [ Kluwer International, Aalpen aan den Rijn, 2008),222.

223 Green, Richard and Adonis Yatchew, ‘Support Schemes For Renewable Energy: An Economic Analysis’ Economics Of Energy & Environmental Policy,

Vol. 1, No. 2, 2012, 90.



Unraveling the Impact of Environmentally Harmful Subsidies in the Mediterranean

to bolster FIT schemes with additional
supportive measures. In Germany, after
the introduction of FIT programme in early
1990s, the share of Renewables increased
from 4 percent onwards to 6 percent onwards.
Additionally, there was a shift in grid access
responsibility, transitioning from utilities
to grid operators. This shift streamlined
operations for companies, facilitating market
entry for new players, as utilities were
previously resistant to expansion efforts??.
Together with the FIT programme, the actual
cost of RE was taken into account while FIT
remuneration rates were being calculated.
As a result, the share of renewables reached
16 per cent by 201022,

e Because FIT schemes are simple, they
enable small companies to operate easily??.
For example, in Spain, the renewable energy
share in electricity generation, primarily
hydropower, rose to over 15 percent by
2005. Between 2005 and 2010, it surged to
33 percent due to an aggressive renewable
energy plan that allowed generators to boost
theirincome by participating in the wholesale
market??’. The Spanish authorities managed
increasing generation costs by controlling
the trade deficit in the market. Ratepayers
were shielded from the tariff deficit, as
it was recovered through future rates??.
Reductions in tariffs were implemented
by the legislator to regulate the market,
providing predictability for those entering the
renewable energy market.

e Feed-in Tariffs are successful applications
in practice. The UK’s FiTs serve as a notable
example for two key reasons. Firstly, the
UK has set stricter emission objectives

compared to the EU, driving a stronger
commitment to renewable energy (RE]
adoption??. Secondly, the UK has prioritized
lowering the cost of finance as a cornerstone
of its energy transition policy, facilitating
the transition to renewables®?. |Initially,
the UK implemented Premium Feed-in
Tariffs (FiTs), which later transitioned to a
system closer to standard FiTs®'. However,
challenges emerged in the 1990s due to
the non-fossil fuel obligation mandating
electricity retailers to purchase RE for new
capacities?®2. Despite numerous tenders,
many winning bids failed due to difficulties in
obtaining planning permissions, leading to an
array of abandoned schemes. In this sense,
many tenders were organised, and even the
winning bids failed because developers could
not receive planning permissions®?. Also,
due to over-optimistic bids, many developers
abandoned their schemes. (Among the 302
winning wind schemes, only 75 of them were
built)?**. The UK's initial policy relied heavily
on financing renewables solely through
the electricity industry and companies,
passing costs on to customers?®. In 2002,
the Renewables Obligation Scheme was
brought?*. However, this complex Tradable
Green Certificate (TGC) scheme fell short of
achieving the UK’s targets®’. In response,
a FiT regime for small RE generators was
implemented in 2010. Additionally, the
contract for difference scheme, which pays
generators the difference between an agreed
support price and a reference market price,
was planned to further support renewable
energy development?®,

224 Green, Richard and Adonis Yatchew, ‘Support Schemes For Renewable Energy: An Economic Analysis’ Economics Of Energy & Environmental Policy,

Vol. 1, No. 2, 2012, 91.
225 Ibid.
226 Ibid.
227 Ibid.
228 Ibid.

229 David M. Newbery, ‘Towards a green energy economy? The EU Energy Union’s transition to a low-carbon zero subsidy electricity system - Lessons
from the UK's Electricity Market Reform’ Applied EnergyEnergy Policy Research Group (EPRG), University of Cambridge, Sidgwick Ave., Cambridge CB3

9DE, UK, 1321.
230 Ibid, 1322.
231 Ibid, 1321.

232 Green, Richard and Adonis Yatchew, ‘Support Schemes For Renewable Energy: An Economic Analysis’ Economics Of Energy & Environmental Policy,

Vol. 1, No. 2, 2012, 91.
233 Ibid, 92.
234 bid, 92.
235 Ibid, 84.
236 Ibid, 92.
237 Ibid, 95.
238 Ibid, 92.



e Overall assessment of the FIT: Various
support mechanisms exist for financing
renewable energy, aligning with objectives
outlined in the Paris Agreement to
reduce the carbon intensity of economic
activity. Decarbonizing the Energy Sector
Infrastructure (ESI) is essential, supported by
the EU’s Energy Union Packages advocating
for renewable integration into the market?”.
Long-term fiscal and energy policies are
crucial to supporting energy transition
in line with Climate Change Targets.
Aggressive Feed-in Tariff (FIT) programs
swiftly boost renewable energy (RE) shares
and presence. However, in the long term,
it is essential to monitor potential rate
increases??® Between 1990 and 2010, there
is an overall significant increase in market
shares of Renewables in Denmark, Germany
and Spain?". These countries applied evolving
and aggressive FIT programmes during
this process while the UK and the State of
Texas preferred TGC and RPS programmes
respectively. While the UK and Texas saw
more modest gains in market shares during
this period??2, FIT programs proved to be
more efficient overall. In the quota-based
scheme, key parameters are controlled by
the government. RE Provider bears some
risks, including, but not limited to output
price risk, demand risk, cost risk, political
risks and regulatory risks?4. FIT and quota
regimes differ in terms of risk management;
while the FIT regime mitigates price and
demand risks, such risks are mitigated in
quota regimes only if long-term contracts
are provided®*. Statistics clearly indicate
that energy transition related investments
are increasing if required subsidies or tax
incentives are provided. It is also known
that incentivising the use of renewable
sources is not enough on its own. Also, it is

necessary to disincentivise environmentally
hazardous energy generation methods.
To do this, subsidies and incentives for the
environmentally hazardous activities should
be limited or completely removed. Also,
by considering the Pigouvian approach,
effective carbon taxes should be introduced
for the carbon intensive industries?4.

3.4. The Barcelona Convention: a key
framework to devising effective and
sustainable decarbonization strategies for
the Mediterranean

Fiscal incentives should be directed towards
the «right renewables», prioritizing support for
sources that offer the greatest environmental
and societal benefits (and/or that have the least
impact on local ecosystems and communities).

In the EU, national governments have the
authority to choose their energy sources and
decide on subsidies and taxation for renewable
energy (RE). The only exception to this rule is
the binding national targets, which are set at the
EU level?*¢. When considering the most effective
fiscal incentives to promote the decarbonization
of electricity in the Mediterranean Region
as a whole, including non-EU countries, it is
important to take into account the EU State Aid
Mechanism as well as the Barcelona Convention
and its protocols. Specifically :

e The Barcelona Convention and its protocols
offer a comprehensive framework on
pollution, green economy, sustainable
energy and sustainable consumption and
production?’. The contracting parties to the
Barcelona Convention are as follows: Albania,
Algeria, Bosnia and Herzegovina, Croatia,
Cyprus, Egypt, France, Greece, Israel, Italy,
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Lebanon, Libya, Malta, Monaco, Montenegro,
Morocco, Slovenia, Spain, Syrian Arab Republic,
Tunisia, Turkiye, and the European Union?,
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5 meters in diameter, and the wide spacing
between turbines generally do not adversely
affect seabed habitats, provided that construction

e Given that the European Union is a party to the
convention, this chapter has primarily focused on
existing EU legislation, especially state aid rules,
when designing fiscal incentives and new policy
tools to accelerate the energy transition process
in the Mediterranean. It is worth noting that
state aid rules may also apply to some candidate
countries based on their accession level and
policies.

e AccordingtoArticle 2ofthe Barcelona Convention,
the term ‘pollution’ covers substances or energy
introduced by man into the marine environment.
Also, installation and operation of offshore wind
farms requires careful consideration of marine
protected areas. Understanding the implications
of offshore wind farm installations on marine
protected areas is integral to devising effective
and sustainable decarbonization strategies for
the Mediterranean. With approximately 70% of the
world’s surface covered by water, offshore solar
and wind farms are likely to become increasingly
important projects in the coming years. However,
currently, thereis limited scientificdata on how the
construction and operation of offshore wind farms
(OWFs) specifically impact the Mediterranean
Region®?. Some studies suggest that lessons
learned from Northern Europe can guide us in
identifying the most suitable locations for OWFs
in the Mediterranean. Additionally, we can look at
the effects of existing OWFs operating in Northern
European Seas as a reference to predict potential
outcomes in the Mediterranean®°. For example,
researchers at the University of Southampton
conducted studies examining the underwater
impacts of offshore wind farms (OWFs) on the
marine environment. They focused on OWFs in
Denmark and Sweden, where scientists observed
minimal negative impacts on the marine
environment®'. Presently, OWFs are strategically
installed near electricity grids and in areas where
water depths do not exceed 15 meters, mainly
due to technical considerations®2. The seabed
space allocated for wind turbines, approximately

processes adhere to established standards®®,

Wind farm field
Credit : FreePik
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Potential Effects Related International Legal Framework

The legal framework regarding offshore wind and solar farms varies from one
country to another. For example, whether offshore wind farms (OWFs) are permitted
in Marine Protected Areas (MPAs) depends on the specific regulations of each
country?st.

Some scholars argue that OWFs could cause serious risks
to the seabed and diversity in the Mediterranean®-.

However, as of today, there is a lack of scientific data
regarding how the OWFs and their construction could affect

the Mediterranean RegionZ. All parties to the Barcelona Convention and related protocols are among the 193

United Nation Member States that unanimously adopted the SDGs?? 263,

Furthermore, as is indicated by the EU, there is a general
lack of data regarding parties’ monitoring and reporting,
even though these are obligations listed under the
Barcelona Convention?®.

Though the SDGs are not legally binding, national frameworks are expected to be in
conformity with these goals?%.

e The Portoroz Ministrerial Declaration, an important outcome of the

. OWEFs: COP23,highlights the COP23 Agenda and parties’ commitments to the
decarbonisation goals and protection of the coastal and marine areas?®.

. As is indicated in the foreword of the Barcelona Convention, the convention
covers Rio Conference’s key concepts including ‘the sustainable development,
the precautionary principle, integrated coastal management, the use of best
available techniques and best environmental practices and the promotion of
environmentally sound technology.

e  On the other hand, the Paris Climate Change Agreement is a legally binding
international treaty signed by all parties to the Barcelona Convention?é.
According to this agreement, parties to the convention are expected to comply
with the nationally determined contributions (NDCs), reduce their greenhouse
gas emissions and report their emissions as well as their efforts to reduce
them on a regular basis. (Article 4 of the Paris Agreement).

-Effects on Resident and Migrating birds:

Itis known that wind farms may affect resident and migrating
birds hazardously. Yet, it is not easy to monitor this situation
for the OWFs. For seabirds, studies in the North show that
the seabird population is adversely affected by OWFs?7.
-Effects on Marine Mammals:

The lack of data is considered as a major problem by
researchers while assessing this. Some potential hotspots
for the OWFs, such as the Gulf of Lion, might be home to
many kinds of resident marine mammals which are to be
affected hazardously by the OWFs. Additionally, existing
OWFs in Scotland have been observed to negatively impact
dolphin populations?®.

- Effects on Fish Communities:

Electromagnetic fields occurring in the OWFs may adversely
affect the fish population®?.

-Effects on Benthic Communities and the Mediterranean
Planktonic Communities can be the case depending on
farm projects?®.

While Article 2/ 1(b) of the Paris Agreement refers to low greenhouse gas emissions
development, Article 2/1(c) points to the fact that finance flows are expected be in
conformity with ‘a pathway towards low greenhouse gas emissions and climate-
resilient development.’. This obligation may be interpreted in a way that fiscal
incentives and mechanisms to be designed by the parties should comply with the
aims of the convention and support transition process.

Even though the Paris Agreement relies on equity and the principle of common
responsibilities as a general rule, there is a clear reference to the different
national circumstances (Article 2/3). In parallel with this, it is seen that some of the
obligations, such as nationally determined contributions, are expected to be in line
with the country classification which is as follows: developed countries, developing
countries and the least developed counties and small island developing states.(
Article 4 paragraphs 4 &6 ).
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Potential Effects Related International Legal Framework

e  OSFs:

Floating PV farms have the potential to reduce the amount
of heat reaching the water by blocking the sea surface?é.
Scientists are exploring whether this characteristic of
floating farms could be utilized to mitigate the rising water
temperatures in the Mediterranean Sea, which pose a
significant threat to marine ecology.

It is of paramount importance to assess the large-scale
FPV farms and their affects on dissolved oxygen levels and
number of planktones?é”.

Due to lack of data, monitoring approaches should be
developed especially for the large-scale FPV farms and
OWFs. In this way, the precautionary principle can be
successfully implemented.

Offshore farms can be preferred for many reasons;
especially valuable lands can be used for many other
purposes when water areas are used to meet the area
requirements for these farms2ée,

The initial studies examining the impacts of offshore solar
installations on the marine ecosystem were conducted
in the Netherlands. While significant differences were
observed between the marine life underneath the solar
farms and reference sites, scientists cautioned against
making generalizations due to insufficient data.

Moreover, offshore solar structures are known to impact
marine life, particularly due to biofouling. This raises
questions about specific operational farms, such as
whether floating structures could lead to the enrichment of
organic material. This is because floating PV farms have the
potential to reduce heat reaching the water and block the
sea surface?s?.

By considering protocols and legal obligations listed under the Barcelona
Convention, it can be argued that installation and operation of the offshore wind and
solar farms require careful consideration of marine protected areas (MPAs).

e  Article 2 of the Barcelona Convention defines what pollution means in the
context of the convention. According to this, the term pollution refers to ‘the
introduction by man, directly or indirectly, of substances or energy into the
marine environment, including estuaries, which results, or is likely to result, in
such deleterious effects as harm to living resources and marine life, hazards
to human health, hindrance to marine activities, including fishing and other
legitimate uses of the sea, impairment of quality for use of seawater and
reduction of amenities.’

In this sense, the term pollution can be interpreted widely as it covers not only
direct or indirect introduction of substances but also of energy into the marine
environment.

e  When the Barcelona Convention and its protocols are considered, it is seen
that offshore installations are regulated specifically under the Protocol for
the Protection of the Mediterranean Sea against Pollution Resulting from
Exploration and Exploitation of the Continental Shelf and the Seabed and its
Subsoil (hereinafter Barcelona Offshore Protocol) adopted on 14 Actober 1994.

By virtue of Article 1 (f) of this protocol, installation refers to ‘any fixed or floating
structure, and any integral part thereof, that is engaged in activities, including, in
particular:

(1)Fixed or mobile offshore drilling units;

(n)Fixed or floating production units including dynamically-positioned units;...
Article 15(3) of this protocol necessitates a certificate of safety and finess for
the production platforms, mobile drilling units, offshore storage facilities,loading
systems and such other installations.

As per Article 20(1) of this protocol, removal of such installations require careful
consideration of existing guidelines. For instance: IMO’s Guidelines for the removal
of offshore installations and Standards can be an important guideline in this sense.

e As per Article 2(f) of the Protocol on Integrated Coastal Zone Management
in the Mediterranean, integrated coastal zone management refers to ‘the
sustainable management and use of coastal zones, taking into account at
the same time fragility of coastal ecosystems and landscapes, the diversity
of activities and uses, their interactions, the maritime orientation of certain
activities and uses and their impact on both the marine and land parts.’

e  Article 2 of the Protocol concerning Specially Protected Areas and Biological
Diversity in the Mediterranean highlights the geographical coverage of the
protocol. According to this, the protocol covers the seabed, its subsoil, the
waters, the terrestrial coastal areas an so on. The following provisions includes
general obligations under the protocol, requiring parties to take the necessary
measures to protect, preserve and manage specifically protected areas and
threatened or endangered species of flora and fauna. ( Article 3/1 (a) & (b).

Potential Effects of Wide-Scale Offshore Wind Farms (OWFs) or Offshore Solar Farms (0SFs)
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4. Policy implications and
recommendations

There are different methods of supporting
renewable energy industries. The question of
which fiscal policies would be the best should
be answered by considering the motives?”’, the
expected results and country in question as
well.

Member states are required to factor in the

incentive effect and proportionality when
designing  their  incentive = mechanisms.
The incentive effect refers to conducting

counterfactual analyses to assess the situation
with and without aid. It should be evident that
the investment or action generating positive
externalities would not have occurred without
the aid. Therefore, the authority providing the aid
is expected to gather the necessary evidence to
demonstrate this?’2. Proportionality only exists
once the same environmental result would not
have been achieved with less aid?”?.

Achieving a green economy involves reducing
greenhouse gas emissions, particularly through
decarbonizing industrial renewable energy
(RE) usage. Various policy instruments exist
for supporting energy transition, some more
effective than others.

4.1. Best and Worst Practices
In the realm of Best Practices, we recommend :

e Adopting a Pigouvian Approach?*: it is
necessary to disincentivise environmentally
hazardous energy generation methods.
Effective carbon taxes should be introduced
for the carbon intensive industries. While

some countries tend to adopt existing policies
applied by their neighbours, others may come
up with new policies?”, or they may choose
to apply a mix of different policies to speed
up their energy transition process. Some
countries may easily introduce and apply
environmental taxes, e.g. Finland, Sweden,
Norway, Denmark introduced carbon tax in
the early 1990s%7.

e FIT Schemes: According to the European
Commission, the feed-in tariff schemes
are mostly the most efficient and effective
support schemes for promoting and
supporting renewable electricity?”’. This can
be true in many contexts. However, depending
on the results aimed at, other schemes can
be preferred as well. Not all FIT programmes
are efficient or successful. Some State based
RPS Programs in the USA and national FIT
programs in Europe limit inter jurisdictional
gains from carbon trade?®. Also, tariffs
that do not encourage production cause
inefficiencies?”®. Deployment of generation
points away from the loads would increase
inefficiencies as well. In addition to these, FIT
Schemes increase rapid deployments and
reduce risks from the renewable generator;
on the other hand, they could increase
the financial burden on tax/rate payers.
Residential electricity prices in selected
countries increased dramatically?®°.

In the realm of Worst Practices, we recommend
avoiding :

¢ Complex aid or incentive mechanisms: Such
mechanisms prevent SMEs or small potential
RE Generators from entering the market. It
is already known that SMEs may not have
sufficient know-how base for reducing their
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tax burden®®'. A facilitating framework is
essential for supporting SMEs.

e Complex Carbon Trading Mechanisms:
Elaborate carbon trading policies benefit
big companies by creating barriers to entry.
Simpler rules would be more advantageous
for small and medium-sized enterprises
(SMEs)?2,

e Subsidies provided for hazardous energy
generation methods: Subsidies or fiscal
incentives for hazardous energy generation
methods as well as conventional energy
generation methods should be limited.

4.2. Recommendations tailored to

Mediterranean Countries

The Mediterranean Region comprises diverse
countries with varying legal systems, particularly
concerning taxation and energy laws. Different
countries adopt different fiscal approaches
to support renewable electricity generation
based on their socio-political and geo-political
contexts. In the EU, state aid rules, guidelines,
and case law play a crucial role in shaping
support mechanisms for all member states.
Priority should be given to fiscal perspectives
that can expedite the energy transition while
addressing climate change concerns.

¢ In general, for rapid RE deployment and
investments, FIT Schemes should be
preferred: These schemes can be efficient
if FIT prices are effectively controlled and
administrative  complexity is reduced,
considering the costs to consumers or
taxpayers. However,in TGC and RPS schemes,
producers bear the risk, and energy prices
may remain moderate. In this sense, if the
rate or quantity targets are essential for
the country in question, then such schemes
can be preferred over FIT Schemes?3. The
political feasibility of schemesvaries between
countries; for example, RPS programs in

the USA%“ directly burden the electricity
industry, while higher taxes are preferred
in the EU. Hence, aggressive FIT schemes,
standard taxes, subsidies or quotas can be
seen everywhere. Economists believe that
diversified approaches with market-based
incentives would support RE investments?®,
Effective carbon taxes should be introduced:
It can be argued that no scheme, on its
own, would be sufficient to achieve the best
outcomes for RE transition goals. In this
sense, one of the best solutions and crucial
points is pricing negative externalities
thanks to carbon taxes?®¢. Taxes on carbon
emissions indirectly support renewable
energy. However, the carbon taxes introduced
should be effective. For instance, the carbon
tax in Liechtenstein is applied to more than
81% Of the GHG emissions in the country?®’.
Introducing new taxes can cause
resistance. To prevent this, incentive
mechanisms should be brought together
with the introduction of new taxes as well.
Furthermore, ancillary Benefits of the
schemes should not be ignored.

RECs (Renewable Energy Communities)
should be supported in the Mediterranean.
Evidence shows that those involved in
domestic scale RE generation tend to reduce
their energy demand and become more
energy conscious?®®,

Incentives should provide short- and long-
term benefits at the same time. Those
preferring RE should be better off than
those buying conventional methods or
preferring fossil fuels. The Cost of producing
RE from solar and wind power is still an
important barrier for many people and SMEs
especially when such costs are compared
with the conventional methods?®. Therefore,
supporting research and development
(R&D) is crucial. Germany, for instance,
has pursued a policy that incentivizes R&D
activities, particularly for the installation and
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setup of wind and solar power generation
facilities?®. Incentives are mostly given for
innovation and reduction of costs?".

e Energy Security: Energy security is essential
for achieving energy independence and
fostering circular economies. This is
particularly crucial for countries heavily
reliant on fossil fuels. Renewable energy
offers a solution by reducing dependency
on fossil fuels, thereby enhancing energy
security??, For instance, following the
unprecedented natural gas reductions due
to the war in Ukraine, the Council Regulation
2022/2577 of December 2022, laying down a
framework to accelerate the deployment of
renewable energy, has been adopted in the
EU based on Article 122(1) of the TFEU?%,

¢ Strategicenvironmentalassessmentshould
be made before granting fiscal incentives
for the Offshore Farms: While OWFs can be
an element for a just energy transition, the
Mediterranean Region is home to numerous
endemic and protected animals. Due to the
lack of scientific evidence on the potential
effects of OWFs in the region, we must
draw insights from examples elsewhere.
Assessments in Northern countries have
shown that OWFs (their infrastructure and/
or operation) can harm migrating or resident
birds, marine mammals, fish communities,
and benthic communities. All Mediterranean
countries must adhere to rules protecting
the region, emphasizing the precautionary
principle. This principle dictates that unless
it's scientifically proven that large-scale
OWFs and OSFs in a Mediterranean hotspot
pose no harm to the environment, installation
should not proceed. This aligns with the
strict application of principles derived from
the Sustainable Development Goals (SDGs).

The negative impacts of OWFs can be mitigated
through proper site selection, operational
plans, foundation designs, and artificial reefs.
Measures to address issues like turbine noise
and electromagnetic radiation are essential?.

290 ibid, 84.
291 ibid, 93.
292 ibid, 88.

Potential OWF hotspots in the Mediterranean
include the Gulf of Lion, the North Adriatic Sea,
the Gulfs of Hammamet and Gabeés, the Gulf of
Sidra, and the Nile Delta?s. Depending on the
project site and circumstances, floating wind
turbines may offer an effective solution to limit
adverse effects?®.
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CHAPTER 9. CONCLUSIONS : EMBRACING

ECONOMIC SUPPORT

1. Key conclusions on EHS

As highlighted by Damania et al (2023)?7,
the world today is confronted by two great
imbalances that are worsened by the scale and
design of EHS. They are :

The Rapid Decline in Natural Capital:
Essential resources - air, land, and oceans
- are being degraded at an alarming rate
due to unsustainable practices and a lack of
incentive to protect them.

Soaring Public Debt: The latter is at a
historic high, particularly in developing
nations, limiting investment in crucial areas.
This coincides with a surplus of private
savings in wealthy countries struggling to
find profitable investments.

The Mediterranean concentrates these issues,
but also adds its own unique challenges.

SUSTAINABLE SEAS BY REIMAGINING

AUTHORS : ROBIN DEGRON AND CONSTANTIN TSAKAS

Credit : Play Ground

The North-South Divide: A stark economic
disparity still exists between shores. This
divide limits opportunities in the south,
fueling social unrest.

A Water-Scarce Region: Water scarcity is a
growing threat due to increasing demand,
population growth, and climate change.
Unequal access to this vital resource
exacerbates existing inequalities, potentially
leading to social tensions and competition.
Fractured Politics: Political instability
and ongoing conflicts in some parts of the
Mediterranean create uncertainty and hinder
regional cooperation on economic and
environmental challenges.

A Tangled Web: These imbalances are
not isolated threads; they intertwine and
exacerbate each other. Environmental
degradation can Llimit economic growth,
making it harder to service public debt.

297 Damania, Richard, Esteban Balseca, Charlotte de Fontaubert, Joshua Gill, Kichan Kim, Jun Rentschler, Jason Russ, and Esha Zaveri. 2023. Detox
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Political instability discourages investment,
hindering development projects that could
address water scarcity or promote renewable
energy.

Meanwhile, despite the documented harms
associated with EHS and efforts towards shifting
towards greenler) tools, they still persist
worldwide (and in the Mediterranean). Several
key factors contribute to this phenomenon:

e Limited Information: The environmental
consequences of subsidies, particularly
those impacting marine ecosystems,

emerge gradually over extended periods. For
instance, the detrimental effects of capacity-
enhancing fishing subsidies on fish stocks
may not be readily apparent for years. This
delayed visibility hinders public awareness
and mobilization against such policies.

¢ Diffuse Costs and Fragmented Governance:
The environmental damage caused by
subsidies, including in the Mediterranean,
affects all countries. However, the benefits
accrue to specific industries or regions within
individual countries. This disparity hinders
the formation of regional coalitions for
reform, further complicated by the complex
political landscape of the Mediterranean.

e Economic Inertia and Livelihood
Dependence: Subsidies in the Mediterranean
often prop up traditional practices that may
be inefficient but deeply ingrained in local
economies. For example, water-intensive
subsidies in drought-prone regions create a
falsesenseofsecurityand hinderinvestments
in water-saving technologies. Populations
become reliant on these subsidies, creating
resistance to change.

e Powerful Interest Groups: Lobbying efforts
by industries benefiting from subsidies can
have significant political influence. These
groups can effectively stall or block reform
efforts, even when the long-term economic
and environmental consequences are
evident.

Taking this into account, where do we go from
there ? This report has provided a comprehensive
analysis of Environmentally Harmful Subsidies
(EHS] in the Mediterranean, highlighting their
impacts on the environment, economy, and
society. Through each chapter the report covered

various sectors and/or aspects, including
fisheries, energy, water, tourism and inclusion
and offered valuable insights into the need for
comprehensive and coordinated policies to
address EHS in the region.

As seen throughout the report, the findings
emphasize the importance of establishing legally
binding commitments, prioritizing transparency
and data availability, fostering inclusive
stakeholder engagement, implementing a
gradual transition with compensation measures,
and promoting cross-border cooperation.
Specifically:

e the adoption of a Euro-Mediterranean
EHS Phase-Out and Reform Framework
(EHS-MedFRAME) is recommended to
aid in identifying compensation measures
and ensuring a harmonized approach
to environmental sustainability in the
region. The economic indicators of
such a framework (such as government
expenditure, employment in green sectors,
GDP impact) would facilitate the assessment
of the financial implications of EHS reform
and help evaluate the broader economic
consequences of the subsidy phase-out.
Meanwhile, environmental indicators
(greenhouse gas emissions, resource use
efficiency, waste reduction, adoption of eco-
friendly technologies etc) would help monitor
EHS phase-out, as they directly align with the
goal of fostering ecological sustainability.
Social indicators (ex. income distribution and
gender/generational equity, health impacts,
social services and infrastructure, access to
green technologies) would assess the impact
of EHS reform on societies and ensure that
benefits reach all socioeconomic groups.

e Policy suggestions related to implementing
such a framework include establishing a
common regional definition and criteria for
identifying EHS, emphasizing the need for
coordinationamongMediterraneancountries.
Secondly, it is important to integrate EHS
reform into existing regional sustainability
frameworks like the Barcelona Convention

and the Mediterranean Strategy for
Sustainable Development (MSSD),
leveraging international institutions for

support. Thirdly, there is a necessity of
enhancing national monitoring and reporting
mechanisms for EHS reform. Lastly, gradual
reform approaches with compensation



measures to mitigate public resistance
are key, they should be accompanied by
awareness-raising campaigns to garner
support for reform initiatives.

A comprehensive analysis across different
sectors reveals how EHS are counterproductive,
whether from an environmental, economic or
social standpoint.

e in the fisheries sector, the use of capacity-
enhancing subsidies and ineffective fisheries
management plans lead to unsustainable
practices and overexploitation of marine
resources. Recommendations  include
implementing responsible fishing practices
in line with international guidelines,
emphasizing the Ecosystem Approach to
Fisheries (EAF) and the Complex Adaptive
Systems (CASs] approach. Focus should be
shifted from harmful subsidies to those
incentivizing conservation, complemented
by participatory adaptive governance.
Supporting Local Communities is also key,
which can be achieved by enhancing support
mechanisms for artisanal, small-scale
fishing (SSF) communities, recognizing
their vital role in coastal cultures and
food security. Addressing the rights and
inclusion of fisherwomen in fisheries
policies, aligning with UN Sustainable
Development Goals for gender equality, is
also suggested. Improving Data Availability
and Transparency is another key issue, one
which requires investment in modernizing
fisheries monitoring programs, including
satellite-based surveillance systems and
technology for traceability and transparency
in the seafood supply chain. Meanwhile,
incentivizing responsible fishing practicesis
needed, through supporting the designation
and management of marine protected areas
(MPAs) to conserve critical habitats and
vulnerable fish stocks.

e the energy sector is another area where EHS
have significant negative impacts. Fossil
fuel subsidies in Mediterranean countries
contribute to increased greenhouse gas
emissions, undermining efforts to mitigate
climate change. Eliminating FFS, especially
for coal, petroleum, and natural gas, can
reduce GHG emissions, enhance energy
efficiency, and promote renewable energy

adoption. Key steps include announcing
realistic timelines to phase out fossil fuel
extraction and combustion, conducting
comprehensive assessments of pre-reform
subsidies, and implementing supportive
policies and communication strategies.
Reforming taxation systems to remove tax
breaks for fossil fuels and implementing
compensatory measures for vulnerable
groups affected by FFS removal are crucial.
International collaboration can facilitate
energy transition processes, particularly
in overcoming financial and political
barriers. The experiences of Morocco and
Egypt in reforming fossil fuel subsidies
provide valuable insights and inspiration
for neighboring countries, demonstrating
the feasibility of subsidy reform and the
importance of compensatory measures
to mitigate adverse effects on vulnerable
populations.

the report also highlighted how shifting
to cleaner and more sustainable energy
sources could have a positive impact on
the development of women’s inclusion in
the labor market. The findings underscore
the need for reevaluating energy
policies to prioritize gender inclusion.
Recommendations include gradually
eliminating inefficient subsidies while
ensuring reforms do not hinder women'’s
participation in the energy workforce.
Governments are urged to incorporate
gender-responsive impact analyses into
subsidy reforms and implement specific
measures to enhance female inclusion.
Examples such as Germany’'s gender quota
legislation and support for women-owned
enterprises provide policy frameworks
for promoting gender diversity in the
energy sector. Investing in skills training
programs tailored for women, creating
family-friendly workplaces, and fostering
mentorship programs are essential steps.
Redirecting savings from subsidy removal
towards social welfare programs, such as
family allowances and childcare services,
can further support female economic
participation. Governments should also
implement mechanisms to monitor female
labor force participation in the energy sector
and collect gender-disaggregated data to
inform policymaking. Collaboration between



stakeholders—government, industry,
academia, and civil society—is crucial for
effective policy implementation.

the report provided insightful strategies
by examining the influence of fossil fuel
subsidies on the interplay between water
stress and energy consumption. Proposed
reforms outline two possible strategies:
gradual and aggressive approaches. The
gradual approach involves phased measures
to redirect subsidies towards renewable
energy  adoption  while  safeguarding
vulnerable populations through social
measures. Conversely, aggressive reforms
may lead to economic shocks and social
inequality. Examples from Spain, Mexico,
and  Indonesia  highlight  successful
implementations  of gradual subsidy
reduction coupled with social welfare
support. Transitioning towards renewable
energy sources like solar and wind power is
crucial to mitigate environmental impacts
and promote sustainability. One technology
should not be considered inherently
superior to another, rather, each technology
must continuously strive to become more
sustainable, so we can ensure a holistic
approach to addressing environmental
challenges and advancing towards a more
resilient energy future. Algeria’s ambitious
plans for solar energy expansion exemplify
this shift towards eco-friendly initiatives.
Additionally, successful renewable energy
projects in the region, such as Tunisia’s
Nawara Gas Field and Egypt's Benban Solar
Park, offer valuable insights for sustainable
development. To ensure a successful
transition, policymakers must implement
a multifaceted strategy that includes
government initiatives, financial incentives,
public-private partnerships, research and
development, capacity building, regulatory
frameworks, energy market liberalization,
and international partnerships. However,
this transition requires careful consideration
of potential negative externalities and social
challenges, such as job losses in traditional
energy sectors. Transparency and public
participation are crucial for gaining broad
support for reforms, as demonstrated
by examples from Norway, New Zealand,
Germany, and Indonesia. Strengthening
regional partnerships and collaborating
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with leaders in renewable energy technology
can accelerate adoption and maximize
socioeconomic benefits.

on water subsidies, the report’s findings
underscore the importance of implementing
a uniform, progressive national water
pricing system, standardizing tariffs across
regions to mitigate disparities and promote
efficient water use. While supply constraints
may not be ideal, they can effectively
modulate water demand. Even modest
price increases of 10% and 20% result in
significant welfare losses, emphasizing the
sensitivity of consumers to changes in water
pricing. Aligning the second tariff block with
production costs (charging people a price
for water that matches how much it costs to
produceanddeliverit) representsapractical
approach to minimize welfare loss while
ensuring sustainable water management.
By gradually transitioning towards cost-
reflective tariffs, water authorities can
encourage responsible water consumption
while safeguarding the interests of
vulnerable populations. Recommendations,
applicable to all Mediterranean countries,
include enhancing institutional frameworks
dedicated to implementing and enforcing
water regulations to address issues of
wastage, pollution, and resource protection
effectively.

in the tourism sector, the report
highlighted how differing approaches to
tourism management can yield varying
environmental outcomes. Questions were
raised about the potential role of specific
tourism subsidies in influencing resilience
to climate change, underscoring the need
for a more nuanced classification of financial
support to the tourism sector. Future studies
are needed to establishaclearerlink between
subsidy types and land management trends.
regarding fiscal incentives, the report
stressed how effective carbon taxes could be
introduced for carbon-intensive industries.
Some countries may easily introduce and
apply environmental taxes, in the same
manner that Finland, Sweden, Norway and
Denmark introduced carbon tax in the early
1990s. Furthermore, feed-in tariff schemes
seem to be the most efficient and effective
support schemes for promoting and
supporting renewable electricity. In general,



for rapid RE deployment and investments,
FIT Schemes can be efficient mechanisms
when FIT prices are controlled effectively,
and administrative costs and complexity are
reduced. On the other side of the spectrum,
complexaid orincentive mechanisms should
be avoided, as such mechanisms prevent
SMEs or small potential RE Generators to
enter the market. On Offshore Wind Farms
(OWFs), before granting fiscal incentives,
thorough assessments should be conducted
to mitigate potential negative impacts on
marine ecosystems and biodiversity. This
aligns with the precautionary principle and
sustainable development goals.

2. Moving forward with reform :
Green Instruments, CSR and the role
of the MSSD

As Fernand Braudel, the renowned French
historian, once said «The Mediterranean is
not a landscape, but a thousand landscapes.
It is not a sea, but a succession of seas”, all
constantly changing. This quote highlights the
dynamic nature of the region and the need for
addressing imbalances through a multi-pronged
approach. Fostering regional cooperation is
key. By acknowledging the complex web of
challenges and working together, the countries
of the Mediterranean can move towards a more
sustainable and equitable future. Moving forward,
the following axes need to be considered :

¢ Replacing EHS with «Green Instruments»:
Ouranalysis has shed light on the detrimental
impacts of EHS. It is now imperative to
phase them out and replace them with
«green economic instruments» that are
more cost-efficient and that also contribute
to environmental sustainability. Correctly
utilized economic tools can incentivize
sustainable practices and innovation, driving
the transition. While this transition may
pose challenges for some countries in the
region, it is a necessary step towards a more
sustainablefuture.Reformingtheseeconomic
tools to align with environmental objectives
is also essential for unlocking financial
resources and redirecting investments
towards sustainable development.

These instruments can take many forms,
including taxes, (virtuous) subsidies, grants,
and regulatory measures, among others.
The primary objective of green instruments
is to internalize the environmental costs of
economic activities and promote sustainable
practices. Replacing harmful subsidies with
green instruments in the Mediterranean is
essential for several key reasons. Firstly,
EHS distort market signals, leading to
overconsumption and overproduction of
environmentally harmful goods and services,
something that was clearly seen in the case
of the fisheries sector. By removing these
subsidies, using a framework such as the one
suggested above, prices will reflect the true
costof these goods and services, encouraging
consumers and producers to shift towards
more sustainable alternatives. Secondly, EHS
often benefit larger corporations, rather than
the most vulnerable members of society. By
redirecting these subsidies towards green
instruments, governments can promote
social equity and support those most in need.
Thirdly, green instruments can stimulate
innovationandjobcreationingreenindustries,
contributing to sustainable economic
growth, which is much needed in the region.

The Mediterranean is an excellent
“playground” to replace harmful subsidies
with green instruments. For instance, in the
fisheries sector, governments can replace
capacity-enhancing subsidies that contribute
to overfishing with green instruments that
promote sustainable fisheries management.
This can include providing subsidies for the
adoption of sustainable fishing practices,
such as using selective fishing gear and
reducing bycatch, as well as investing in
fisheries research and monitoring. Similarly,
in the agriculture sector, governments
can replace harmful subsidies that
promote the use of chemical fertilizers
and pesticides with green instruments that
encourage sustainable farming practices.
Moreover, governments can also introduce
carbon pricing mechanisms to promote
the transition to a low-carbon economy.

The transition from harmful subsidies to
green economic instruments is a complex
process that requires careful planning,



stakeholder engagement, and political
will. Continuing its effort to suggest more
adequate tools and policies that support and
fund sustainable development, Plan Bleu
will explore the theme of “Green Economic
Instruments” in a follow-up “Call for Policy
Papers” and Edited Volume, tackling the
above-mentioned issues. The aim would
be to continue providing policymakers
with  evidence-based recommendations
for designing and implementing effective
policies that support the transition towards a
green economy in the Mediterranean region.

The Need to Strengthen Corporate Social
Responsibility : Governments are not the only
ones who can take action. Another clear path
that emerges to address the Mediterranean
challenges is by strengthening corporate
social responsibility (CSR) among businesses
operating in the region. CSR refers to the
voluntary actions taken by companies to
promote social, environmental,and economic
sustainability, beyond their legal obligations.
Strengthening CSR in the Mediterranean
can help address challenges by promoting
sustainable business practices that benefit
both the environment and society. To
strengthen CSR in the region, governments,
businesses, and civil society organizations
need to work together to create an enabling
environment that promotes sustainable
business practices. This can include
developing CSR standards and guidelines,
providing incentives for CSR initiatives, and
encouraging transparency and accountability
in corporate reporting. Plan Bleu is thus
also planning to explore the theme of CSR
in future Calls for Policy Papers, with a
focus on identifying best practices and
policy options for promoting CSR in the
Mediterranean region. This could include, for
example, examining the role of government
regulations, voluntary initiatives, and multi-
stakeholder partnerships in promoting CSR.

Capitalizing on the MSSD and proposing a
Green Taxonomy : To successfully implement
reform, a prerequisite is promoting
intersectoral cooperationamong government
agencies, industries, and civil society, crucial
for effective policy implementation and
enforcement. Furthermore, enforcing legal
obligations and regulations to support the
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transition to sustainable practices is also
key. This includes setting clear targets,
standards, and penalties for non-compliance
to ensure accountability and drive progress
towards environmental sustainability. In
addition to the benefits of aligning with the
Mediterranean Strategy for Sustainable
Development (MSSD] and the protocols
of the Barcelona Convention, something
which has been highlighted throughout the
report, a pressing need to establish a «Green
Taxonomy» specific to the Mediterranean
also emerges, akin to the one implemented
by the European Union. This taxonomy
would provide a standardized framework
for classifying environmentally sustainable
economic activities, guiding investments
towards initiatives that contribute to the
region’s ecological integrity and socio-
economic development. UNEP/MAP, as
a leading authority in environmental
conservation in the Mediterranean, can
spearhead the development of this Green
Taxonomy. By convening stakeholders
from governments, businesses, and civil
society, UNEP/MAP can facilitate the design
of criteria and standards that reflect the
uniqgue environmental challenges and
opportunities of the Mediterranean region.
This taxonomy would not only help channel
investments towards green projects but also
promote transparency and accountability in
the financing of sustainable development
initiatives.
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