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 / Introduction

The energy transition is a really crucial issue in the world and especially in the Mediterranean region 
which shows an intense vulnerability to climate change. Many countries of the region have undertaken 

strategies and adopted ambitious goals to move toward a sustainable pathway development. However, 
the implementation of many of those commitments faces serious impediments, particularly, to financing. 

In order to share some thoughts and ideas on this specific topic, this present paper tries to highlight some 
aspects of this issue with a specific focus on the financing side of the energy transition in Southern-Eastern 
Mediterranean Countries (SMECs).

In order to face the financing constraints of this transition, the adaptation of the financial sphere to 
climate issues is absolutely required, but also the structural overhaul of current modes of production 
and consumption and the adoption of an appropriate regulatory and normative framework that fosters 
sustainable development choices.

In this paper, it will be a question of referring to the experience of some countries of the South-Mediterranean 
shore in terms of energy transition, by highlighting the public policy choices adopted on the subject in the 
same way as the efforts to enable the financial sector to align with the requirements of this important 
transition.

After giving a brief recall on climate change threats in the Mediterranean which put at stake the need to 
accelerate the process of energy transition and to secure its funding, this paper attempted to draw up 
the state of international climate finance and how Southern-Eastern Mediterranean Countries (SMECs) 
perform in this regard. Then a specific focus on some experiences within the region was addressed; and 
finally, the paper identified some policy responses proposals to address major challenges to which SMECs 
are confronted in the area of financing their energy transition.
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 / 1. AN ACUITY OF CLIMATE CHANGE IN THE MEDITERRANEAN REGION 
MAKING THE MOVE TOWARDS ENERGY TRANSITION A MUST

Although i t  has a low level  of  greenhouse 
gas emissions (6% of  g lobal  emissions) ,  the 
Mediterranean region is  severely  h i t  by the 
shocks induced by c l imate change.  Several 
studies (GIEC,  the Mediterranean network 
of  exper ts on environmental  and cl imate 
change) ,  h ighl ighted the devastat ing effects 
of  c l imate change in the Mediterranean. 

•  Compared to other  regions of  the wor -
ld ,  the Mediterranean would exper ience 
a higher  warming,  wel l  beyond the tar -
get of  the Par is  Agreement.  Without v i -
gorous act ions in  terms of  mit igat ion 
effor ts ,  the temperature r ise in  the Medi -
terranean could reach 2.2°C by 2040 and 
3.8°C by 2100.

•  The region could exper ience a s ignif i -
cant reduct ion of  ra infal ls ,  especial ly  in 
the Southern and Eastern Mediterranean 
countr ies ,  est imated at  40%. In such 
case,  250 mi l l ion people could suffer 
f rom water  scarci ty  by 2040.

•  The sea level  would cont inue to r ise fas -
ter  (3 mm per year  dur ing the two pre -
vious decades against  1 ,1 mm per year 
between 1970 and 2006).  By 2050,  half 
of  the 20 ci t ies vulnerable to sea level 
r ise in  the world wi l l  be located in the 
Mediterranean.

•  The cl imate change would induce enor -
mous publ ic  health chal lenges,  in 
connect ion with the increase in the in -
tensity  and frequency of  heat  waves as 
wel l  as the emergence/re-emergence of 
cer tain infect ious diseases l inked to c l i -
mate change.

The nature and magnitude of  current  and fu -
ture impacts of  c l imate change on the Medi -
terranean region is  c lear ly  an impor tant  im -
perat ive to accelerate the energy transit ion 
in  the countr ies of  th is  region and enable 
them to secure a sustainable and inclusive 
development tra jectory.

I f  the energy transit ion raises common is -
sues for  the region as a whole ,  i t  is  not i -
ceable that  the nature and extent  of  these 
issues are expressed,  however,  d i f ferent ly 
between both shores of  the Mediterranean. 
The Nor thern countr ies have already achie -
ved at  least  two decades of  reforms that  en -
abled them to gradual ly  d iversify  their  en -
ergy mix and control  to some extent  their 
energy demand thanks to the decelerat ion 
of  their  demographic growth and the gains 
in  terms of  energy eff ic iency.  With respect 
to the re lat ively  h igh level  of  CO2 emissions 
emanat ing from these countr ies ,  their  ener -
gy transit ion is  bound by a rat ional  that  is 
d i f ferent  f rom that  of  Southern and Eastern 
Mediterranean countr ies (SEMCs).

The energy transit ion issue in the SEMCs is 
c losely  l inked to the sustainabi l i ty  of  their 
development model .  Indeed,  these countr ies 
face mult ip le  chal lenges re lated among 
others to :

•  The fast  population growth  (637 mi l l ion 
inhabitants by 2040 against  534 mi l l ion 
in  2015) which would put  addit ional 
pressure on energy demand  to  accom -
pany the surge of  urbanizat ion and in -
creasing needs of  var ious sectors of  the 
economy.  Therefore ,  the energy demand 
in  the south-east  Mediterranean coun-
t r ies is  expected to r ise near ly  118% by 
2040. 

•  The polarization of  SEMCs’  energy mix 
on fossi l  fuels,  mainly oi l  and natural 
gas ,  is  another  impor tant  chal lenge,  es -
pecial ly  for  the countr ies where hydro -
carbon expor t  revenues play a central 
role in  the macro-f inancial  balance. 
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Figure 1 : Energy mix in selected countries in the Mediterranean region

•  The impor tance of  fossi l  fuels in  the en -
ergy mix of  most of  the Mediterranean 
countr ies impact negat ively  their  t rade 
balance.  The South-east  countr ies suffer 

more from this negat ive impact because 
most of  them are net  impor ters and the 
of  energy impor ts reach,  for  some coun -
t r ies ,  up to 20% in the trade balance.

Figure 2 : Energy weight in trade balance (2017-2018)

Source:  IEA data ,  DEPF elaborat ion

Source:  UN Comtrade ,  DEPF elaborat ion
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•  The signif icant weight of  subsidies al-
located to fossi l  fuels .  These subsidies 
are s ignif icant ly  impor tant  in  countr ies 
such as Egypt ,  Lebanon and Alger ia 
where they amount to 10% of  their  res -

pect ive GDP.  Other  SEMCs show rela -
t ively  more moderate levels (around 4% 
of  GDP in Tunis ia and Jordan,  less than 
2% of  GDP in Morocco).

•  The signif icant  infrastructure needs ,  in 
par t icular  those required for  energy tran -
sit ion,  whi le  their  public f inancing capa-
cit ies are under recurrent stress .  The 
high level  of  Treasury debt  ( in  terms of 
GDP) is  a proof of  th is  s i tuat ion:  i t  var ies 
between 65% in Morocco to 93% in Egypt , 
whi le  the level  of  Treasury debt  exceeds 
70% of  GDP in Tunis ia and Jordan in 

2018.  I t  is  t rue that  SMECs level  of  debt 
remains below that  reached by Nor thern 
Mediterranean countr ies (98% of  GDP in 
France,  97% of  GDP in Spain ,  142% of 
GDP in I ta ly) .  However,  the sustainabi l i ty 
of  SEMCs’  debt  is  quiet  uncer tain ,  espe -
cial ly  in  a depressed internat ional  eco -
nomic and f inancial  environment.

Figure 3 : Energy subsidies in % of GDP (year 2015 ) 

Figure 4 : Treasury debt in % of GDP (2018) & interest to tax ratio (2017)

Source:  IMF data ,  DEPF elaborat ion

Source:  WEO/IMF,  WDI/WB ,  DEPF elaborat ion
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Domestic credit  to pr ivate sector  remains 
quite insuff ic ient  around an average of  65% 
in comparison with the level  observed in the 
nor th countr ies (an average of  95%). 

The insuff ic ient  degree of  matur i ty  of  SEM -
Cs f inancial  systems.  Whi le  these systems 
play a central  ro le in  f inancing the economy, 
with the except ion of  Alger ia and Egypt , 
they face several  constraints ( f inancial  in -

clusion,  convergence towards internat ional 
norms and standards . . . ) .  These constraints 
reduce,  for  instance,  the banking system ca -
pacity  to become a powerful  source of  fun -
ding energy transit ion projects ,  especial ly 
with v iew to the non-binding character  of 
ecological  and environmental  standards in 
the regulatory framework governing SEMCs 
f inancial  market .

Despite the diversi ty  of  their  economic s i -
tuat ion and the heterogeneity  of  their  energy 
mix ,  both s ides of  the Mediterranean would 
benef i t  f rom consol idat ing their  effor ts to 
achieve their  progress towards energy tran -
sit ion.

The OME and the ADEM’s 2040 project ions 
create a possible scenar io where an accele -
rat ion of  the energy transit ion in  the Medi -
terranean context  would enable the region 
to increase the share of  renewable energies 
to 27% in i ts  energy mix against  14% cur -
rent ly.  I t  would lead to CO2 emissions re -
duct ion by 38%,  compared to a scenar io of 
inact ion.

The effects of  the energy transit ion would 
be more posit ive for  the SEMCs because 
of the catch-up margins avai lable to them 
compared to the Nor th-Mediterranean coun-
t r ies.  Indeed,  the SEMCs would almost t r ip le 
the share of  renewable energies in  their  en -
ergy mix ,  increasing i t  f rom 6 to 16%,  which 
would enable them to cut  by half  their  CO2 
emissions.

To make this  posit ive path concrete ,  the ef -
fect ive implementat ion of  bold pol ic ies en -
couraging the development of  low-carbon 
act iv i t ies is  necessary.  This would depend 
largely  on the mobi l izat ion of  substant ia l  re -
sources to fund,  at  the best  condit ions,  the 
infrastructure and projects re lated to energy 
transit ion.

However,  far  f rom being a mere problem of 
f inancial  f lows,  the issue of  f inancing ener -
gy transit ion is  complex because i t  includes 
al l  the s ignals and economic mechanisms 
that  d irect ly  or  indirect ly  affect  the f inan -
cial  v iabi l i ty  of  projects.  These mechanisms 
include,  in  par t icular,  instruments aimed at 
improving the attract iveness of  green f inan -
cing as wel l  as regulatory standards,  taxa -
t ion/subsidies and r isk reduct ion/shar ing 
mechanisms. 

Figure 5 : Market capitalization in % of GDP (2018)

Source:  WDI/WB ,  DEPF elaborat ion
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 /2. FINANCING ENERGY TRANSITION : AN INTERNATIONAL ISSUE THAT 
CONCERNS THE MEDITERRANEAN WITH A PARTICULAR ACUITY

The internat ional  c l imate f inance architec -
ture br ings together  a diverse range of  pu -
bl ic  and pr ivate actors.  Their  mission is  to 
channel  funds provided by developed coun -
t r ies (donors)  to developing countr ies (reci -
pients) .

Public actors  include notably  re levant  UN 
agencies;  mult i lateral  development banks; 
internat ional  cooperat ion agencies;  and na-
t ional  development agencies. 

Private actors  include project  developers ,  in -
vestors and f inancial  market  intermediar ies 
but  a lso f inancial  system regulators (banks, 
insurance,  and capita l  market)  through the 
introduct ion of  standards and benchmarks 
foster ing a greater  apprehension of  c l imate 
r isk by f inancial  inst i tut ions.

Cl imate or iented f inancial  instruments have 
evolved s ignif icant ly  over  the years as a re -
sult  of  progress in  c l imate negot iat ions at 
the mult i lateral  level .  These instruments, 
which are c losely  ta i lored to the diversi ty 
of  actors involved,  are subdiv ided into two 
broad categor ies ,  namely publ ic  funding and 
pr ivate f inance.

For the publ ic  funding,  two impor tant 
sources should be highl ighted : 

•  Funds mobil ized under the United 
Nations Convention on the cl imate 
(UNFCCC) through i ts  two major  compo -
nents:  Green Cl imate Fund  and Global 
Environment Faci l i ty ,  with f inancial  re -
sources of  $ 10.3 bi l l ion and $ 4.43 bi l l ion 
respect ively  over  the 2014-2018 per iod. 
I t  should be noted that  the Green Cl imate 
Fund is  par t icular ly  geared towards mit i -
gat ion projects.

•  Contribution of  mult i lateral ,  regional 
and national  development banks .  In 
2017,  funding from mult i lateral  develop -
ment banks alone amounted to $ 35.2 
bi l l ion.  Cl imate-re lated World Bank f i -
nancing reached $ 20.5 bi l l ion in  2018.

As for  the pr ivate f inance dedicated to green 
investments ,  i t  covers a diversif ied range of 
f inancial  instruments including:

•  Carbon Market ,  a  mechanism set  up in 
2005 under the Kyoto Protocol ,  to ex -
change CO2 emission r ights in  the same 
way as f inancial  secur i t ies.

Of the var ious mit igat ion 
strategies to  reduce fossi l 
fue l  CO2 emissions ,  carbon 
taxes—levied on the supply 
of  fossi l  fue ls  ( for  example , 
f rom oi l  ref iner ies ,  coal 
mines ,  processing p lants) 
in  propor t ion to  thei r  car -
bon content—are the most 

powerfu l  and eff ic ient ,  because they a l low 
f i rms and households to  f ind the lowest-cost 
ways of  reducing energy use and shi f t ing 
toward c leaner  a l ternat ives

•  Green bonds  are secur i t ies issued by a 
company or  a publ ic  ent i ty  to f inance 
projects that  contr ibute notably  to the 
energy transit ion (renewable energies , 
energy eff ic iency,  c lean transpor t ,  resi -
l ient  infrastructure ,  etc. ) .  S ince the Pa -
r is  Agreement ,  the volume of  green bond 
issuance has increased steadi ly  f rom $ 
41.8 bi l l ion in  2015 to near ly  $ 171 bi l l ion 
in  2018.  In  terms of  sectoral  d istr ibut ion, 
energy accounted for  26% of  total  pro -
jects funded through green bonds.  The 
MENA region was recipient  of  less that 
6% of  the green bonds. 

 /2.1. Mapping international climate finance: an architecture marked by the plurality 
of actors and the diversity of instruments
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•  Public Private Par tnerships ,  which are 
methods of  f inancing based on r isk re -
duct ion,  are a tool  that  enable to chan -
nel  the pr ivate investments in  ecolo -
gical  projects ,  and more par t icular ly 
those coming within the framework of 
the energy transit ion (renewable ener -
gy infrastructure ,  energy eff ic iency pro -
jects . . . ) .  Wel l -structured publ ic-pr ivate 
par tnerships can help governments tap 
into the exper t ise and eff ic iency of  the 
pr ivate sector,  ra ise capita l ,  access inno -
vat ive new technologies ,  and spur deve -
lopment.

•  Green Banking ,  through an offer  of  bank 
f inancing sensit ive to ecological  consi -
derat ions,  enables to suppor t  pr ivate 
operators in  channel l ing their  invest -
ments in  low carbon act iv i t ies.

Other  pr ivate f inancing instruments exist , 
some of  which are c l imate insurance as wel l 
as the mechanisms related to environmental 
r isks analysis .

In order  to accompany their  process of  en -
ergy transit ion,  SMECs need substantial 
funding .  The f inancial  resources required 
to implement their  NDCs targets are esti-
mated at  more than 170 bi l l ion dol lars,  of 
which 81% are condit ional  :

•  73 bi l l ion USD in Egypt  for  the Mit igat ion 
Program over  the per iod 2020-2030; 

•  35 bi l l ion USD in Morocco for  the adapta -
t ion program and 50 bi l l ion USD for  mit i -
gat ion by 2030; 

•  17.4 bi l l ion USD for  mit igat ion and 1.9 
bi l l ion USD for  adaptat ion in  Tunis ia.

In general ,  SEMCs share of  total  f inancial 
f lows related to cl imate is  l imited,  with an 
average of 16% over the period 2000-2017 .  
These f lows cover  a large spectrum of  sec -

tors among which energy sector  is  predo -
minant.  This sector  a lone,  concentrates 
around 31% of f inancial  commitments over 
the period 2000-2017 .

 /2.2. Financing energy transition in SMECs :  Evolution and main features

Figure 6 : Voluntary commitments of SEMC 

Source:  OME,  IRENA data
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The cl imate f inance commitments increased 
signif icant ly  dur ing the per iod 2000-2017, 
with an average annual  growth rate of  44.5%. 
The energy sector  has benef i ted mainly  f rom 

this c l imate f inance dynamic,  par t icular ly 
over the per iod 2007-2017 with an average 
annual  growth rate of  35.5%.  

In  terms of  geographic distr ibut ion of  f inan -
cial  f lows dedicated to energy transit ion in 
SEMCs,  three countries capture 84% of to-

tal  f inancial  f lows over the period 2001-
2017 :  Egypt  (35%) ,  Morocco (26%) and Tur -
key (23%). 

Figure 7 : Climate finance by sector over the period 2000-2017 in the SEMECs

Figure 8 : Evolution of financial commitments to energy transition (2001-2017)

Source:  OECD data base,  DEPF calculat ion

Source:  OECD data base,  DEPF calculat ion
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Since 2012,  f inancial  commitments in -
creased by 21.5% in annual  average over  the 
per iod 2012-2017.  This dynamic is  strongly 

l inked to effor ts deployed by some SEMCs 
in favour of  accelerat ion their  energy tran -
sit ion.

As for  the structure of  instruments used 
to f inance energy transit ion in SEMCs  over 
the per iod 2001-2017,  loans represent a 
predominant share (83%) .  A id/subsidy does 

not  exceed 12% of  the total ,  whereas shares 
and col lect ive investment vehic les represent 
only  5% of  f lows.

Figure 9 : Distribution of financial commitments in energy transition by recipient country (2001-2017)

Figure 10 : Evolution of financial commitments in energy transition (2001-2017)

Figure 11 : Financial instruments dedicated to energy Transition in SEMCs during the period 2001-2017

Source:  OECD data base,  DEPF calculat ion

Source:  OECD data base,  DEPF calculat ion

Source:  OECD data base,  DEPF calculat ion
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Turkey is  the only  country among the states 
of  the sample which has appealed to others 

f inancial  instruments such as equity  and 
shares in  col lect ive investment vehic les. 

As for  the main contr ibutors to f inancing en -
ergy transit ion in  SEMCs,  52% of f inancial 
commitments over the period 2001-2017 
come from the Development Assistance 

Committee country members  (such as Ja -
pan,  Germany and France) ,  fo l lowed by Mul-
t i lateral  Development Banks (40%). 

Indeed,  the diversif icat ion of  the energy tran -
sit ion funding sources in  SEMCs has star ted 
s ince 2013,  with an impor tant  breakthrough 

of  the Mult i lateral  Development Banks and 
in  a lesser  extent  the Non-Development As-
sistance Committee.

Figure 12 : Type of financial instruments by SEMCs

Figure 13 : Funding sources in % during 2001-2017

Source:  OECD data base,  DEPF calculat ion

Source:  OECD data base,  DEPF calculat ion
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In  terms of  the bi lateral  f inancing,  Germany 
was far  away the most impor tant  funder with 
a 48% share fol lowed by Japan and France…  
As for  mult i lateral  f inancing,  the highest 
funding volume or ig inated,  especial ly,  f rom 

The European Bank for  Reconstruct ion and 
Development (EBRD) and World Bank (WB) , 
with a 66% share.  F inal ly,  the weight  of  the 
c l imate funds is  st i l l  modest  with a re lat ive 
advance of  the Clean Technology Fund.

For SEMCs that  are wel l  known for  their 
strong commitment to energy transit ion 
-Morocco,  Egypt ,  Turkey and Tunis ia-  their 
ambit ions vary in  terms of  f ix ing mid-term 

goals.  They also fol low more or  less diffe -
rent  paths in  f inancing their  energy transi -
t ion strategy: 

In  Morocco,  the nat ional  energy strategy set 
up object ives that  a im at  ra is ing renewable 
energy share in  the energy mix up to 52% 
by 2030 and reducing,  through an energy ef -
f ic iency pol icy,  energy consumption by 12% 
and 15% respect ively  in  2020 and 2030. 

An appropr iate inst i tut ional  and legal 
f ramework has been implemented in order 

to help deploy the strategy.  Total  mobi l ized 
funding accounts for  3.6 bi l l ion USD over 
the per iod 2001-2017.  Member countr ies 
of the Development Assistance Committee 
represent  64% of  total  amounts committed 
fol lowed by mult i lateral  banks that  account 
for  30% of  total  committed amounts.

Figure 14 : Evolution of funding by source

Figure 15 : Financing commitments to the moroccan energy sector by funder (2001-2017)

 /2.3 Different paths for financing energy transition in SEMCs : some countries 
examples 

Morocco

Source:  OECD data base,  DEPF calculat ion

Source:  OECD data base,  DEPF calculat ion
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In  Egypt ,  ra ised funds to accompany ener -
gy transit ion reached 4.82 bi l l ion USD over 
the per iod 2001-2017.  Strategic choices for 
th is  country by 2035 focus on solar  energy 
(25%).  Energy eff ic iency received less im -
por tance.  

L ike Morocco,  ra ised funds mainly  come 
from member countr ies of  the Development 
Assistance Committee (54%) and mult i late -
ra l  banks (36%).  In  2017,  the funding volume 
has been doubled thanks to the surge of  the 
mult i lateral  banks funding.

In Turkey,  energy transit ion goals should 
be attained in a shor t  term per iod (2023). 
This show how wel l  advanced this  country is 
compared to i ts  Mediterranean neighbours. 
These goals are more balanced,  focusing on 
renewable energy as wel l  as energy eff ic ien -
cy. 

Fund raised account for  3.2 bi l l ion USD over 
the per iod 2001-2017,  mainly  f rom mult i la -
teral  development banks (64%).

Figure 16 : Financing commitments to the Egyptian energy sector by funder (2001-2017)

Figure 17 : Financing commitments to the Turkish energy sector by funder (2001-2017)

Egypt

Turkey

Source:  OECD data base,  DEPF calculat ion

Source:  OECD data base,  DEPF calculat ion
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In  Tunis ia ,  the implementat ion of  i ts  ener -
gy transit ion strategy is  quite s imi lar  to Mo -
rocco.  On the other  hand,  Tunis ia counts 
more on the energy eff ic iency to accelerate 
i ts  t ransit ion to sustainable development 
pathway. 

I ts  abi l i ty  in  ra is ing funds is  much lower 
compared to the countr ies previously  men -

t ioned:  only  839 mi l l ion USD over  the per iod 
of  which 94% comes from member countr ies 
of  the Development Assistance Committee. 
Meanwhi le ,  Tunis ia has the most ambit ious 
object ive in  reducing the share of  pr imary 
energy of  a l l  SEMCs (34% by 2030).

Constraints re lated to f inancing cl imate 
transit ion in  general  and energy transit ion 
in  par t icular,  are not  specif ic  to the Medi -
terranean region.  I t ’s  an internat ional  issue 
that  ref lects the s lowness by which commit -
ments are implemented as wel l  as the lack 
of  interest  of  investors and f inancial  mar -
kets for  energy transit ion projects.

According to an OECD recent  survey,  obsta -
cles re lated to f inancing energy transit ion 
concern f i rst ,  the complexity  of  c l imate fun -
ding mechanisms which require huge capa -
city  in  terms of  formal izat ion of  e l ig ib le pro -
jects for  mult i lateral  funding. 

In  addit ion,  the f inancing issue re lated to 
energy transit ion ref lects higher  r isk aver -
sion for  pr ivate investors to invest  in  c lean 
energy projects.  According to the same sur -
vey,  the r isk is  fuel led by investor  concerns 
regarding sudden changes in county ’s  pr io -
r i t ies especial ly  in  terms of  reviewing subsi -
dies systems and suppor t ing c lean energy.

Other  determining factors have been 
highl ighted such as the country ’s  macroeco -
nomic s i tuat ion,  i ts  level  of  solvency as wel l 
as i ts  technological  capacity  in  the f ie ld of 
c lean energy (connect iv i ty,  networks)  and to 
secure infrastructure against  natural  d isas -
ters.

In paral le l  to these constraints that  are 
common to al l  countr ies ,  SEMCs face some 
structural  constraints ,  though with a dif fe -
rent  intensity  f rom a country to another,  that 
affect  their  abi l i ty  to secure suff ic ient  fun -
ding for  their  energy transit ion:

•  Slow progress in  reversing current  ener -
gy models ,  despite some progress,  due 
to the strong structural  dependence on 
fossi l  fuels compounded by the persis -
tence of  publ ic  subsidies for  petroleum 
products in  some countr ies of  the region 
(est imated at  $ 130 bi l l ion in  2015 in the 
South-East  Mediterranean countr ies ,  ac-
cording to OECD).

Figure 18 : Financing commitments to the Tunisian energy sector by funder (2001-2017)

Tunisia 

Source:  OECD data base,  DEPF calculat ion

 /3. RELEASE PERSISTENT CONSTRAINTS TO EXPAND FINANCIAL PERS-
PECTIVES FOR ENERGY TRANSITION IN THE MEDITERRANEAN REGION
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In  order  to overcome the above ment ioned 
chal lenges and to meet funding needs for 
energy transit ion in  SMECs,  a strong act ion 
must be deployed at  var ious levels (shar ing 
f inancing and r isks between publ ic  and pr i -
vate sector,  increasing mult i lateral  funding, 
appropr iate f iscal  measures and guarantee 
instruments to reduce r isk percept ion inhe -
rent  to green investment…).

Financing energy transit ion is  a structural 
quest ion that  cannot be resolved without re -
viewing the legal  and normative framework 
in  l ine with low carbon development requi -
rements.  The same appl ies to other  impor -
tant  aspects such as strengthening R&D and 
technology innovat ion as wel l  as inf lect ing 
consumption and product ion patterns to 
create an environment conducive to the de -
velopment of  c lean energy.

•  Shrinking margins of  manoeuvre of 
States in  terms of  s ignif icant  commit -
ment to energy transit ion projects as re -
sult  of  recurrent  pressures on their  f iscal 
balances

•  A st i l l  l imited attract iveness of  green f i -
nance due to the preference of  f inancial 
markets for  r isky investments but  with a 
higher shor t - term return ,  combined with 
a very low mobi l izat ion of  pr ivate f inan -
cing.

•  A less binding regulatory and norma -
t ive framework which suppor ts the use 

of  fossi l  fuels and enhance their  com -
pet i t iveness in detr iment of  low-carbon 
sources of  energy.  Thus,  waiv ing nega -
t ive external i t ies in  terms of  ecological 
and social  costs.

•  A complex c l imate f inance mechanism 
that  requires high capacit ies in  terms of 
structur ing e l ig ib le projects.  Also,  per -
sist ing weaknesses in terms of  techno -
logical  and innovat ive capabi l i t ies widen 
the gap between Nor thern and Southern 
Mediterranean countr ies.

• Broaden the spectrum of multilateral financing 
dedicated to energy transition projects

Raising substant ia l  f inancial  resources 
requires strengthening mult i lateral  deve -
lopment bank’s f inancial  commitments as 
wel l  as those of  internat ional  inst i tut ions 
through a dual  act ion:  (1)  Increase the share 
of  loans and grants for  energy transit ion in 
their  por tfol io  and (2)  Set  their  act ions on a 
long-term hor izon to improve projects f inan-
cial  v is ib i l i ty  and to enable a better  appre -
hension of  the r isks involved.

• Diversify green financial instruments, with a par-
ticular emphasis on green bonds

Attract iveness of  pr ivate f inancing to ac -
company the energy transit ion requires 
providing investors with suitable solut ions 
al lowing them to secure their  f inancial  com -
mitments.  Among the re levant  instruments 

to reduce r isks ,  we can f ind state guarantee 
mechanisms for  inst i tut ional  investors ,  syn -
dicated loans and subordinated debt .  Other 
appropr iate instruments can also help redu -
c ing f inancial  constraints such as publ ic-pr i -
vate par tnerships and technical  assistance 
contracts to suppor t  green energy projects 
implementat ion. 

Impor tant  f inancial  resources that  channel 
through capita l  markets as wel l  as the in -
ternat ional  bond market ,  represent  a great 
oppor tunity  that  sovereign and pr ivate ac -
tors should seize to ra ise funds for  f inan -
c ing large-scale energy transit ion projects.

Green bonds offer  a potent ia l  which wi l l 
develop as f inancial  markets put  a greater 
focus on cl imate r isk.  Green bonds issues, 
by drawing from long term inst i tut ional  sa -
vings,  wi l l  a l low the sat isfact ion of  ever  in -
creasing needs. 

 /4.1. Raising financial resources to accompany the process of energy transition
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• Resort to an efficient eco-fiscal mechanism 

This mechanism could be very useful  to ge -
nerate substant ia l  revenues for  the publ ic 
author i t ies.  These revenues can help f inance 
investments in  green technology and equip -
ment ’s  whi le  encouraging eco-responsible 
behaviour.  Fur thermore,  revenues from the 
eco-f iscal  mechanism can be used eventual -
ly  to suppor t  the state incent ive pol icy that 
encourages the use of  renewable energy or 
to attain energy eff ic iency targets without 
having incidence on the budget . 

A study conducted by the IMF in the context 
of  the G20 revealed that  increasing the car -
bon tax up to 75 dol lars/ton of  CO2 (a le -
vel  compatible with object ive of  the Par is 
agreement)  could generate addit ional  tax 
revenues est imated at  1.5% of  the GDP by 
2030.  These tax revenues could be suff i -
cient  enough to invest  in  c lean energy in -
frastructure ,  strengthen budgetary margins 
and reduce other  taxes to suppor t  vulne -
rable households.  

• Strengthening the governance of the green 
financing system to maximize benefits in terms of 
achieving energy transition goals 

Green f inancing system architecture at  the 
internat ional  level  is  character ised by the 
entanglement of  in i t iat ives and the plural i ty 
of  actors which represent  both an oppor tu -
nity  and a source of  complexity.  An appro -
priate governance framework is  necessary 
in  order  to opt imize current  in i t iat ives;  This 
wil l  a l low the establ ishment of  a common 
reference system compris ing (1)  a unif ied 
c lassif icat ion of  investments dedicated to 
energy transit ion,  (2)  appropr iate standards 
to ensure the integr i ty  and re l iabi l i ty  of  the 
green f inancial  market  and ensure i ts  har -
monious development and (3)  appropr iate 
prudent ia l  ru les to ref lect  the r isk asso -
ciated with sustainable f inancial  assets held 
by banks and insurance companies.

• Recourse to an integrated approach to implement 
the energy transition strategy

In  order  to succeed in implementing ener -
gy,  t ransit ion i t ’s  necessary to give equal  in -
terest  to economic and industr ia l  aspects , 
scient i f ic  and technologic research as wel l 
as human resources and professional  t ra i -
ning.  This goes through adopt ing a double 
tr igger  pol icy with a «  product ion »  compo -
nent where renewable energies take a grea -
ter  p lace,  and a «  control  of  consumption » 
component where energy eff ic iency plays a 
major  role .   

To be eff ic ient ,  the energy eff ic iency pol icy 
should set  accurate goals for  each sector 
of  act iv i ty  and conducted in coherence with 
the implementat ion of  other  publ ic  pol ic ies 
such as urban development ,  t ranspor tat ion, 
construct ion…

• Indexing socio-economic development options on 
the imperatives of energy transition

In  order  to promote a smooth transit ion 
towards a lower carbon economy,  publ ic 

pol icy harmonisat ion and convergence with 
energy transit ion object ives is  v i ta l .  These 
pol ic ies wi l l  gain in  eff ic iency by pr ior i t iz ing 
projects that  emphasize the conversion of 
key economic sectors towards sustainabi -
l i ty.

• Promote equitable sharing of benefits and costs 
of the energy transition 

Assuming col lect ive responsibi l i ty  for  the 
issues re lated to energy transit ion is  c lo -
sely  dependant on the measures that  wi l l  be 
taken to share benef i ts  and costs of  energy 
transit ion.  Therefore ,  i t  would be valuable to 
extend and general ise access to c lean ener -
gy sources and to provide for  compensatory 
measures for  economic act iv i t ies facing dif -
f icult ies in  their  energy transit ion.

 /4.2. Setting an ecosystem that is favourable for energy transition 
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• Implement an appropriate legal and regulatory 
framework 

Implementing a legal  and regulatory 
framework for  the energy transit ion is  es -
sent ia l  to succeed in l iberal iz ing the ener -
gy sector  and ensure free competi t ion and 
unhindered access to c lean energy trans -
mission and distr ibut ion infrastructure.  I t 
a lso requires the implementat ion of  a le -
gal  f ramework that  adjusts progressively 
in  order  to suppor t  and accelerate progress 
towards the achievement of  energy transi -
t ion goals ,  par t icular ly  the legal  f ramework 
for  renewable energy.

• Mobilize the human resources needed to meet 
new jobs associated with energy transition

Training and acquisi t ion of  new professio -
nal  ski l ls  to adapt to the structural  changes 
induced by the transit ion to a low-carbon 
economy must become a top pr ior i ty.  Also, 

t ra in ing programs for  green jobs should 
be incorporated into both academic and 
non-formal  educat ional  cycles.  Nor th-South 
cooperat ion would bui ld capacity  for  green 
technology ownership ,  with par t icular  em -
phasis on innovat ion in  renewable energy 
and energy eff ic iency.

• Promote North-South and South -South cooper-
ation

A new dynamic for  Nor th-South cooperat ion 
should be implemented in order  to strengthen 
capabi l i t ies in  green technology appropr ia -
t ion,  focusing par t icular ly  on innovat ion in 
the f ie ld of  renewable energy and energy ef -
f ic iency.  The South-South par tnership must 
be encouraged in order  to enable exper ience 
shar ing and pool ing of  exper t ise between 
scient i f ic  and innovat ion research centers 
so as to promote appropr iate technological 
solut ions at  a lower cost .

 /4.3. Accompanying measures that are necessary to the success of energy transition 
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