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cooperation for development: environment

The EU will use the
Just Transition

Mechanism (JTM)
to help to the

transition the most
vulnerable
citizens,

companies and
sectors, as well as

countries and
regions with high
dependence on
fossil fuel and

carbon-intensive
industries.

„
Encouraging Domestic
Industrial Companies to
Become Partners of the EU

Climate Pact

limate action via decarbonisation is the
main focus of the European Green Deal – a
package of measures to cut greenhouse gas
emissions, invest in research & innovation
and preserve Europe’s natural environment,
all whilst growing its economy, including
initiatives such as:

l European Climate Law – places 2050 climate-neutrality into
EU law;

l European Climate Pact – engages the entire society in
climate action;

2030 Climate Target Plan – further reduces greenhouse gas
emissions by 55%+ in 10 years;

l New EU Strategy on Climate Adaptation – makes Europe
climate resilient by 2050.

To achieve the desired outcomes – cleaner energy,
cleaner air, better health and lower healthcare costs, new,
sustainable, local jobs, more sustainable food, more
energy security, lower energy imports, greener transport
and more energy-efficient homes – the European
Commission will mobilize a vast array of support
schemes, to incentivize all countries and all economic
sectors to invest in environmentally-friendly
technologies, support the industry to innovate, roll out
cleaner and cheaper forms of private and public mobility
and ensure transition to lower-carbon energy. The
specificity of every country or region also needs to be
taken into account.

The EU will use the Just Transition Mechanism (JTM) to
help to the transition the most vulnerable citizens,
companies and sectors, as well as countries and regions
with high dependence on fossil fuel and carbon-intensive
industries.

Due to the intensity of carbon-intensive industries,
Romania is one of the ideal candidates for the JTM at all
levels, requiring financial support to:

l create new jobs in the green economy, facilitate employment
opportunities in new sectors and those in transition, offer re-
skilling opportunities;

l improve energy-efficient housing, invest to fight energy
poverty, facilitate access to clean, affordable and secure
energy;

l support the transition to low-carbon and climate-resilient
activities;

l create attractive conditions for public and private investors;
l provide easier access to loans and financial support;
l invest in renewable energy sources;
l invest in research and innovation activities;
l invest in public and sustainable transport;
l improve energy infrastructure, district heating and

transportation networks.

In ideal circumstances, subject to providing convincing
arguments in the negotiations amongMember States,
Romania will receive a significant allocation, either via the
Just Transition Fund, the InvestEU just transition scheme or
the related public sector loan facility.

First, those companies are impacted themost by energy
transition, due to their ownership structure (not belonging
to amultinational group that could provide funding or
assistance) and business activity (any fossil fuel restrictions
will affect negatively even the non-polluting companies
performingworks or delivering equipment and products for
the carbon-intensive industry). Secondly, those companies
are notorious for their skilled workforce, but they lack R&D
intensity; they tend to generate higher impact fromCAPEX
and other investments, while their personnel ismore
vulnerable in a downturn. Thirdly, especially the companies
upstream the carbon-intensive industry (a large number of
small-to-medium-sized contractors and suppliers for the
always larger-size fossil majors) can be encouraged to
becomemore agile and resilient, especially bymaking
advances in R&D, innovation and industrialization.

Usually non-compliance is penalized, and so is - and should
be - the casewith the Green Deal. However, for achieving
timely results on the ambitious climate targets, a new
approach is required, an approach that uses the rightmix of
penalties and smart incentives, to encouragemaximum
adoption.

It is worthmentioning that the smart incentives are not
limited strictly to grants or othermonetary facilities. They
could also include an expedited process, with limited
bureaucracy and regulatory approvals, for various
investment initiatives, including Public-Private Partnerships.

The EU needs to secure the primary supply of at least 30
critical and strategic rawmaterials (defined by economic
importance and supply risk in themost
recent list published by the European
Commission). Romania has sizable
reserves, resources or deposits for at least
7 suchmaterials, that need to be developed
and extracted (potentially even refined)
sustainably, without unnecessary red tape.

Romania should also encourage recycling,
at consumer/citizen level, but especially in
industry, at corporate level, to focus on
developing the secondary industry for the
critical & strategic rawmaterials. The same
approach – adding a smartmix of
incentives to the penalties for non-
compliance – needs to be used in this case.
Life Cycle Analysis (LCA) will become
increasingly relevant, eventually
mandatory, for all major investment
projects, but also formaterials and
products. Expect that a LCA subsection be
required in every ESG analysis; the lenders
and investors increasingly require a
serious, responsible analysis of the
environmental, social and governance
impact of the business they are financing.

We suggest that – especially for environmentally-
focused Public Private Partnerships (PPP) – the public
sector contribution comes as amix of offtake
agreements, temporary tax breaks, expedited regulatory
approvals etc.

Considering thatmost environmental issues were
caused by focusing on one aspect (short term gains)
while overlooking a critical aspect (themedium- to long-

term impact on the nature), the need for coordinated action
is required so that the race for renewable energy does not
domore harm than good:

l Hydrogen projects to ensure also optimal water management.
As the production of green hydrogen requires large quantities of
water, projects should also target water management/transport
from areas with excess humidity to those with a deficit, to be
used in irrigation/agriculture.

l Hydroelectric projects to ensure environmental protection. All
hydro power plants have to take the necessary steps to protect
nature, wildlife and the communities in the catchment area.

l Nuclear projects. All nuclear power plants require over-budgeting
for health, safety and proper decommissioning.

l Renewable energy and agriculture. We suggest encouraging the
use of Agrivoltaics to make the best use of arable land, under
photovoltaic panels.

l Renewable energy and the recycling of the materials used.
Renewable projects should account for the recycling of all
materials used at the end of project life.

To succeed, the ambitious climate neutrality targets require
relentless, coordinated efforts of governments, citizens and
companies alike. It is important that asmany companies as
possible develop, implement and scale up solutions that
contribute to decarbonisation. Romania has a significant
vested interest in the EUGreen Deal; themeasures it takes
nowwill determine if the aggregated outcomewill be
positive or negative. In order to achieve the optimal impact,
smart incentives should be deployed to encourage domestic
Romanian industrial companies – especially the ones in
sectors related to fossil fuels – to voluntarily become
partners of the EUGreen Deal and contribute to energy
transition.
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It is critically important that the right set of
incentives are deployed to encourage domestic
Romanian industrial companies – especially the

ones in carbon-intensive sectors or related to fossil
fuels – to primarily contribute to energy transition.
Why the domestic companies in those particular

sectors?
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