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SUMMARY

The European Green Deal will have profound geopolitical repercussions, some of which are 
likely to have an adverse impact on the European Union’s partners.

The EU should prepare to manage these repercussions in its relationships with important 
countries in its neighbourhood such as Russia and Algeria, and with global players such as 
the United States, China, and Saudi Arabia.

The bloc should engage with oil- and gas-exporting countries to foster their economic 
diversification, including into renewable energy and green hydrogen that could be exported 
to Europe.

The EU should improve the supply security of critical raw materials and limit its 
dependence on other countries – primarily on China – for these materials.

It should work with the US and other partners to establish a ‘climate club’ whose members 
would apply similar carbon border adjustment measures.

The EU should become a global standard-setter for the energy transition, particularly in 
hydrogen and green bonds.

It should internationalise the European Green Deal by mobilising the EU budget, the EU 
recovery fund, and EU development policy.

The EU should promote global coalitions for climate change mitigation, such as one to 
protect the permafrost.

The bloc should promote a global platform on the new economics of climate action, to share 
lessons learned and best practice.
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INTRODUCTION

In December 2019, the European Commission introduced the European Green Deal, an ambitious 

policy package intended to make the European Union’s economy environmentally sustainable. The 

goal is to reach climate neutrality by 2050, and to turn the transition into an economic and industrial 

opportunity for Europe. The deal is made up of a wide array of policy measures and subsidies aimed 

at cutting pollution while increasing research and investment in environmentally friendly 

technologies.

The Green Deal is at root an effort to transform the European economy and European consumption 

patterns. But, because it entails a fundamental overhaul of the European energy system and because it 

ranks so high on the EU policy agenda, it will also change the relationships between the EU and its 

neighbourhood – and it will redefine Europe’s global policy priorities. As such, it is a foreign policy 

development with profound geopolitical consequences.

Firstly, such a sweeping structural change will alter European trade and investment patterns. The EU 

imported more than €320 billion worth of energy products in 2019, and more than 60 per cent of EU 

imports from Russia were energy products. A massive reduction in this flow will restructure EU 

relationships with key energy suppliers. Countries including Russia, Algeria, and Norway will, 

ultimately, be deprived of their main export market. Inevitably, Europe’s exit from fossil-fuel 

dependency will adversely affect a number of regional partners, and may even destabilise them 

economically and politically.

Secondly, Europe accounts for around 20 per cent of global crude oil imports. The fall in oil demand 

resulting from Europe’s transition to renewables will have an impact on the global oil market by 

depressing prices and reducing the income of the main exporters, even if they do not trade much with 

the EU.
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Thirdly, a greener Europe will be more dependent on imports of products and raw materials that 

serve as inputs for clean energy and clean technologies. For example, rare-earth elements, of which 

China is the largest producer, are essential for battery production. Moreover, Europe could remain a 

major net importer of energy but that energy will need to be green, such as green hydrogen produced 

in sun-rich parts of the world.

Fourthly, the Green Deal will have an impact on Europe’s international competitiveness. If European 

firms take on regulation-related costs that their foreign competitors do not bear, they will become less 

competitive both domestically and abroad. And if the EU attempts to limit this loss and avoid carbon 

leakage by imposing tariffs on carbon-rich imports, it risks being accused of distorting international 

trade. That might lead to friction with major trading partners, particularly carbon-intensive ones, if 

they view a carbon border adjustment mechanism as an illegal trade barrier.

But, most fundamentally, the Green Deal is foreign policy because climate change is a global problem. 

A transition away from carbon that would only focus on Europe would not do much to mitigate global 

warming, as Europe accounts for less than 10 per cent of global greenhouse-gas emissions. Worse, if 

the Green Deal simply displaces Europe’s greenhouse-gas emissions to its trading partners, it will 

have no impact at all on climate change. If only for this reason, the EU is likely to push very hard for 

ambitious, enforceable multilateral agreements on containing global warming and will subordinate 

some of its other objectives to this overriding priority. The European Commission has already 

recognised that it will either need to export its standards or create a border adjustment mechanism to 

maintain European competitiveness and prevent carbon leakage.

All these factors imply the EU will need to develop new trade and investment agreements, new models 

of financial and technical assistance, and, more generally, a new approach to international diplomacy 

that will encourage sustainable investment and development. This international activism will 

necessarily spill over into relationships with the United States and China, which have their own views 

on how to promote sustainable development and manage international climate negotiations. 

Relationships with other countries whose export interests will be directly affected – including the Gulf 

states and Russia – will also be transformed.
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All these foreign policy efforts will provoke a geopolitical response from the EU’s international 

partners. Responses will range from cooperation in implementing complementary climate policies to 

competitive efforts to redirect trade and investment flows, to downright hostile efforts to counter the 

effects of the Green Deal.

In this paper, we map out the geopolitical implications of the Green Deal. We look not only at the 

effects of purposeful efforts to export climate policy but also at the unintended side-effects. The 

second section focuses principally on the effects on Europe’s energy trade patterns, its development 

policy, its approach to climate negotiations and, most controversially, the proposed carbon border 

adjustment mechanism.

The third section examines how other countries (with case studies of the US, China, Russia, Algeria, 

and Saudi Arabia) might understand the Green Deal and how they are likely to respond.

The final section proposes an external action plan as an integral part of EU climate strategy. To 

succeed, the EU must address head-on the difficulties the Green Deal is likely to create with its 

economic partners and neighbours. Only a pro-active EU attitude will help turn potential friction into 

opportunities for renewed international partnerships. We therefore suggest a series of EU foreign 

policies to buttress the Green Deal. To succeed in implementing the Green Deal, the EU and its 

members will need to mobilise all their instruments of foreign policy in support of that agenda.

MAPPING THE GEOPOLITICAL IMPLICATIONS OF THE 

GREEN DEAL

To make Europe climate neutral by 2050, the European Green Deal must pursue one main goal: to 

reshape the way energy is produced and consumed in the EU. The production and use of energy 

across the economy account for more than 75 per cent of the EU’s greenhouse-gas emissions.

Almost three-quarters of the EU energy system relies on fossil fuels. Oil dominates the EU energy mix 

(with a share of 34.8 per cent), followed by natural gas (23.8 per cent) and coal (13.6 per cent). 

Renewables are growing in share but their role remains limited (13.9 per cent), similarly to nuclear 

(12.6 per cent).
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This situation will change completely by 2050 if the European Green Deal is successful. But change 

will be incremental. According to European Commission projections, fossil fuels will still provide 

about half of the EU’s energy in 2030. But fossil fuels differ in their pollution intensity. The use of coal 

– the most polluting element in the energy mix – has to be substantially reduced by 2030, while oil 

and, especially, natural gas can be phased out later. Most of the change for oil and gas will happen 

between 2030 and 2050. Within this timeframe, oil is expected to be phased out almost entirely, 

while natural gas would contribute just a tenth of EU energy in 2050 (Figure 1).

Depending on the exact scenario, EU imports of coal would drop by 71-77 per cent between 2015 and 

2030, while oil imports would drop by 23-25 per cent and imports of natural gas by 13-19 per cent. 

After 2030, oil and natural gas imports are expected to shrink dramatically, with oil imports down by 

78-79 per cent and natural gas imports down by 58-67 per cent compared to 2015 (Figure 2).
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This profound transformation of the EU energy system will have a wide variety of geopolitical 

repercussions. These can be grouped into four categories: repercussions for oil- and gas-producing 

countries in the EU neighbourhood; repercussions on global energy markets; repercussions for 

European energy security; and repercussions for global trade, notably via carbon border adjustment 

measures.

Repercussions for oil- and gas-producing countries in the EU 

neighbourhood

Discussions on the potential repercussions from global decarbonisation naturally focus on the impact 

that reduced need for oil and gas in large markets could have on producing countries. For Europe, this 

is notably the case for its major gas supplier, Russia, but also for other suppliers from the Middle East, 

North Africa, the Caspian, and Central Asia, which base their economies on fossil fuels rents and 

mostly export their fossil fuels to Europe (Figure 3).
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The anticipated decline in EU imports of oil and gas will have an almost immediate effect by reducing 

investment in new fossil fuel infrastructure and even reducing maintenance efforts for existing 

infrastructure. This will happen even though, as noted above, the EU is expected to keep importing oil 

and natural gas at more or less unchanged volumes for at least another decade.

It is important to note that for gas, in the 2030 timeframe, Europe’s main energy supplier, Russia, 

could even benefit from the European Green Deal, as a coal-to-gas switch is necessary to quickly curb 

EU energy sector emissions. The role of natural gas as a transition fuel in the EU is likely to mean 

increased imports.

It is also important to highlight another potential, long-term impact of the European Green Deal on 

the EU’s neighbourhood: a possible surge in trade in green electricity and green hydrogen.

One of the major drivers to deliver the European Green Deal will be electrification. To meet its 
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increasing need for renewable electricity, Europe might well rely over the next decades on imports of 

solar and wind electricity from neighbouring regions. The Middle East and North Africa, in particular, 

benefit from some of the best solar irradiation in the world (from the Sahara to the Arabian 

Peninsula), and from world-class wind energy locations (from Morocco’s Atlantic coast to Egypt’s Red 

Sea coast). While these renewable resources will primarily be exploited to meet Middle Eastern and 

North African countries’ own rapidly growing energy demand, there might be a case for future exports 

to Europe. Decreasing generation and transport technology costs might allow for economies of scale 

that have so far prevented the implementation of such cooperation schemes (as was the case with, for 

instance, the failed Desertec project and similar initiatives, such as the Mediterranean Solar Plan).

While renewable electricity is expected to decarbonise a large share of the EU energy system by 2050, 

hydrogen is increasingly seen as a way to decarbonise parts of the energy system electricity cannot 

reach (including industrial processes such as steel and cement production, and transport sectors such 

as trucking, shipping, and aviation). This is why the European Green Deal includes a hydrogen 

strategy, aimed at installing 40 gigawatts of renewable hydrogen electrolysers by 2030. Considering 

North Africa’s renewable energy potential and geographic proximity to Europe, the region is being 

considered as a potential supplier of cost-competitive renewable hydrogen to Europe. Germany, for 

example, has partnered with Morocco to develop Africa’s first industrial plant for green hydrogen, 

with the intention of future exports to Germany.

Future imports of renewable electricity and green hydrogen from the Middle East and North Africa 

(or other neighbours, such as Ukraine) could raise new energy security concerns, which will have to be 

mitigated with proper diversification.

Repercussions for global energy markets

Given the size of the European economy, the European Green Deal is also likely to have repercussions 

for global energy markets. Currently, Europe is the world’s second-largest net importer of oil, after the 

Asia-Pacific (Figure 4).
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The fall in global oil demand resulting from Europe’s transition to clean energy will have an impact on 

the global oil market, notably by depressing prices. The extent of the price decline will, of course, also 

depend on other countries’ decarbonisation trajectories. Should Europe be alone in significantly 

cutting oil consumption while other economies continue to rely on fossil fuels in their growth, 

markets and demand in Asia, Latin America and Africa might partially – and temporarily – 

counterbalance Europe’s withdrawal. But, overall, Europe’s global share of oil imports is so significant 

that general equilibrium effects are likely to lead to a sizeable reduction in the value of oil assets.
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Oil producers will be affected differently depending on how concentrated they are on oil exports, as 

well as their break-even oil price.

For instance, Saudi Arabia and Iraq can produce oil relatively cheaply, covering costs with a price of 

about $30 per barrel or less, while countries including Russia, Venezuela, and Nigeria need higher 

prices to break even (Figure 5).

Low-cost oil producers, such as Saudi Arabia, are thus better positioned to deal with declining global 

oil prices resulting from the European Green Deal. In the medium term, they might even increase 

their market shares, as high-cost producers will be kicked out of the market.

However, even low-cost oil producers will feel the impact of declining prices. At the current oil price 

of $40 per barrel, Saudi Arabia’s budget deficit is already at 12 per cent of GDP. This implies that 

economic diversification away from the oil rent is a must for all oil-exporting countries, though to 

different degrees.

Repercussions for Europe’s energy security

In Europe, energy security has traditionally been associated with the need to ensure sufficient oil and 

gas supplies in the short term. Being poorly endowed with domestic resources, the EU has to import

87 per cent of the oil and 74 per cent of the natural gas it consumes. Moreover, being reliant on a 

limited number of suppliers (Figure 6), the EU has developed over-dependency concerns. This has 

particularly been the case for natural gas, given its rigidities arising from reliance on pipeline 
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infrastructure and long-term contracts. These features contrast with the flexibility of the global oil 

market, in which bilateral dependencies are limited by a global transport infrastructure (oil tankers).

Europe’s core energy security concern has been its dependence on Russian natural gas. After the 

Russia-Ukraine-Europe gas crises of 2006 and 2009, Europe pursued a diversification strategy 

targeting infrastructure (liquified natural gas terminals in Poland and the Baltics; the Southern Gas 

Corridor) and legislation (including EU regulations on the security of gas supply, and on risk 

preparedness in the electricity sector). These efforts have already greatly strengthened the security of 

supply for natural gas imports into the EU. By reducing the continent’s gas import requirements 

between 2030 and 2050, the European Green Deal will definitively solve Europe’s oil and gas security 

concerns – and will also reduce Europe’s oil and gas import bill, estimated at €296 billion in 2018.

However, the European Green Deal can also create new energy security risks, most notably from the 

import of the minerals and metals needed for the manufacturing of solar panels, wind turbines, 

lithium-ion batteries, fuel cells, and electric vehicles. These minerals and metals have particular 

properties and few to no substitutes.

While some of these minerals and metals are widely available and relatively easy to mine, others are 

either geographically concentrated in a few resource-rich countries, or treated and processed in a few 

countries. Europe itself has no significant mining and processing capacities for these critical raw 

materials. For instance, it produces only around 3 per cent of the overall raw materials required in 

lithium-ion batteries and fuel cells.

In 2011 the European Commission produced a first list of critical raw materials, which has been 

updated every three years (countries such as the US, Japan, and Australia, have produced similar 

lists). At the time of writing, the list includes 27 materials judged critical because of their importance 

to high-tech and green industries, their scarcity, or the risk of supply disruption.
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China is a leading producer and user of most critical raw materials. The import of rare earths from 

China is probably the most critical issue in this area, because Europe has no mining or processing 

activity for these important minerals (Figure 7).

For Europe, dependence on China will further increase as demand for green technologies increases. 

For example, the Joint Research Centre estimated that the EU’s annual critical raw material demand 

for wind turbines will increase between 2 and 15 times over the next three decades. Overall, the 

European Commission expects Europe’s demand for raw materials to double by 2050.

Repercussions for global trade, notably from carbon border 

adjustment measures

In principle, taxing the carbon content of domestic production without taxing imports in a broadly 

similar way disadvantages domestic production. Consumers would have an incentive to continue 

buying the same products but shift to foreign suppliers rather than to more efficient domestic 

producers. The European Commission has, therefore, said it will introduce a border carbon 

adjustment. The rationale is clear: if Europe puts in place a stringent climate policy while other parts 

of the world do not, there is a risk that emissions-intensive companies might leave the EU, with its 

high carbon prices, and relocate to places with significantly lower or no carbon prices. This leakage 

issue is set to become more relevant with the EU pursuing a more ambitious climate policy, even if the 

exact order of magnitude of carbon leakage is unclear.

A carbon tariff would have a double aim: preventing carbon leakage by ensuring that all goods 

consumed in the EU, whether imported or produced domestically, are treated the same; incentivising 
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other countries across the world to decarbonise. The tax or tariff would be based on the emissions 

embedded in imported products. In addition, EU exporters might reclaim the cost of the emissions 

embedded in their products to ensure that European companies are not at a competitive disadvantage 

when selling abroad. Given that the EU already imports significantly more carbon than it exports, the 

issue of carbon leakage cannot be ignored.

But introducing a carbon tariff would be a substantial practical and political challenge – and, indeed, 

no country in the world has so far adopted such a tariff (California’s emissions trading system, which 

applies a border carbon adjustment to electricity imports from neighbouring states, is the only context 

in which border adjustment has been tried). The initiative will face two main difficulties. The first, of a 

technical nature, relates to the difficulty of calculating the emissions content of imports, as all 

emissions along the entire value chain would need to be considered. The second, of a geopolitical 

nature, relates to the risk of retaliation by trade partners. The European Commission has made clear 

that a carbon tariff should be compatible with the rules of the World Trade Organisation (WTO), to 

ensure that countries cannot retaliate based on WTO rules.

But, even if the carbon tariff is safeguarded against formal objections, trade partners might still 

perceive it as overreach and threaten or adopt retaliatory measures. Something similar happened in 

2012, when the EU directive on aviation emissions (2008/101/EC) went into effect. The directive 

entailed a form of carbon border adjustment by extending the EU emissions trading system to all 

flights entering or leaving the EU. A group of 23 countries – including the US, China, India, Japan, 

and Russia – strongly opposed the EU move and listed retaliatory measures they would take unless 

the EU changed the rule. Because of this forceful reaction, and in view of some developments in 

international negotiations on emissions controls, the EU withdrew the measure for intercontinental 

flights.

International reactions to the introduction of an EU carbon border tax are likely to be very diverse. 

Countries that strongly emphasise action to tackle the climate problem are likely to be supportive of 

the initiative, and might replicate it. However, countries that export emissions-intensive goods to 

Europe (Figure 8) are likely to oppose it.
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REVIEWING THE GEOPOLITICAL CONTEXT

The four channels through which the Green Deal will have a geopolitical impact will affect the EU’s 

geopolitical partners differently, depending on how they relate to the EU. Countries in the European 

neighbourhood, such as Russia and Algeria, will mostly feel the effect of changes to the European 
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energy market and the European approach to energy security. Global players including the US, China, 

and Saudi Arabia will feel the impact more strongly through the Green Deal’s effect on global energy 

markets and trade. This section analyses those five countries to assess how they might understand 

and respond to the initiative.

Neighbouring countries: Russia

Russia is the world’s fourth-largest emitter of greenhouse gases, and it has long been resistant to the 

idea of environmental policies that would reduce fossil fuel use: “the country’s environmental doctrine 

– and even its ratification of the Paris Agreement – are more of an international PR strategy than 

anything else. Its domestic climate policy documents are vague declarations that often contradict 

other projects”. Except for monitoring carbon output, all emissions regulations remain voluntary.

Russian President Vladimir Putin continues to deny that climate change is caused by human activity 

and insists that Russia has “the greenest energy system in the world”. Meanwhile, Russia remains 

enormously dependent on hydrocarbons. Russia failed to meet Putin’s goal of reducing the share of 

fossil fuels in the country’s economy by 40 per cent between 2007 and 2020 (it decreased by only 12 

per cent). Russia’s coal development programme for 2035 was revised upwards in 2019, setting a new 

target of a 10 per cent to 20 per cent growth in coal output. There remains strong opposition in Russia 

to any regulatory effort to limit carbon emissions, particularly from the Russian Union of 

Industrialists and Entrepreneurs.

In this context, the Green Deal could have a major impact on Russia. In 2016 oil and gas revenues 

contributed 36 per cent of the Russian government’s budget and Europe absorbed 75 per cent of 

Russian natural gas exports and 60 per cent of its crude oil exports. Over the next decade, the EU-

Russia oil and gas trade will not be substantially affected, as Europe would only marginally reduce its 

oil and gas imports by 2030 even in a 55 per cent emissions reduction scenario (see section 2). But the 

situation will radically change after 2030 when Europe is expected to substantially reduce its oil and 

gas imports. The EU may shift from suppliers such as Russia, where extraction is emissions-intensive, 

to suppliers such as Saudi Arabia, where extraction has roughly half the carbon footprint it has in 

Russia.

Moreover, a carbon border adjustment mechanism (on EU imports other than oil and gas) would also 

reduce Russian goods exports, as they tend to be very carbon-intensive. It is not clear how much 

Russia will seek to resist these efforts. Ruslan Edelgeriev (Putin’s climate adviser) told companies in 
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February 2020 to prepare for the EU border tax, noting that “the EU wants to push through these 

regulations not because they don’t like our companies, but so that their own companies don’t overstep 

emissions targets”. The inefficiency of Russia’s energy system implies that there are many 

opportunities to reduce carbon intensity in its economy. There is ample scope for European 

cooperation with Russia on increasing the use of renewables, reducing methane leakage, and boosting 

energy efficiency.

Russia’s most likely geopolitical response will be to try to diversify its energy customer base. An effort 

to pivot to energy sales to China has been under way since at least the 2007-2009 financial crisis, 

accelerating after the 2014 Ukraine crisis soured Russia’s political relationship with Europe. In 2016 

Russia displaced Saudi Arabia as China’s largest crude oil supplier and, in 2018, Russia sent 1.4 

million barrels of crude oil to China per day, accounting for more than 25 per cent of Russian oil 

exports. Until recently, Russia only supplied China with very small amounts of natural gas, but the 

Power of Siberia gas pipeline opened in December 2019 and is expected to supply 38 billion cubic 

metres of gas per year to China by 2024, or about 15 per cent of Russian 2018 natural gas export 

volumes. Despite these advances, however, China has proved unwilling to support the Russian energy 

industry for geopolitical purposes. In an environment of falling energy prices, China has taken 

advantage of Russia’s lack of options and has forced ever-lower prices on Russia.

The long-term risk for Russia is that, if this effort to move towards the Chinese market is not paired 

with a green transformation that will allow it to continue serving the European market, Russia will 

grow increasingly dependent on China.

Neighbouring countries: Algeria

Algeria will be something of a test case for the foreign policy aspect of the Green Deal. As the third-

largest supplier of natural gas to Europe, most of the country’s energy infrastructure is orientated 

toward the European market and the country is highly reliant on Europe for its hydrocarbon 

revenues. And this is relevant, as hydrocarbon revenues account for 95 per cent of its exports by value 

and pay for 60 per cent of its national budget.

Algeria clearly needs to rethink its economy and be prepared for when – possibly well after 2030 – 

European demand for its natural gas supplies will progressively disappear. Diversifying the Algerian 

economy away from hydrocarbons while developing a strong renewable energy sector would soften 

the blow of a green Europe. There are reasons to be optimistic that this will happen. There have, for 
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starters, been some signs of international cooperation. A 2017 agreement setting out Algeria’s and the 

EU’s common priorities emphasised the “considerable potential of Algeria” in the renewable sector 

and included proposals to transfer green energy technology across the Mediterranean. This was not 

the only attempt to engage with European partners. In 2015 the German-Algerian Energy Partnership 

was created, aiming to “develop and implement a national energy policy for an environmentally 

sustainable energy supply”.

Despite this, Algeria also presents formidable challenges. The country remains ruled by an insular 

gerontocracy, the so-called pouvoir, which prioritises the regime’s precarious survival well above any 

economic consideration. With the price of hydrocarbons falling, the country urgently needs a more 

diversified economy and foreign investment to keep up with its growing population and infrastructure 

requirements.

But the powers behind the scenes also understand that it is the government’s tight control over 

hydrocarbon resources that sustains the regime. The government remains extremely wary of foreign 

financial assistance. It refused to approach the International Monetary Fund for loans in 2020 despite 

a financial crisis caused by the collapse in oil prices and the coronavirus lockdown, fearing for its 

“financial sovereignty”.

Adding to this problem, Algeria and other hydrocarbon exporters suffer from what economists call the 

Dutch disease: as their currency appreciates with their large amounts of exports of hydrocarbons, 

other economic sectors cannot develop and industrialisation is held back. This is certainly not the only 

reason why agriculture, manufacturing, and services have remained underdeveloped in Algeria, but 

oil exports have not helped.

When it comes to its energy transition, wind and solar energy capacity in Algeria only rose from 

1.1MW in 2014 to 354.3MW by June 2018, about 1.6 per cent of its 2030 target of 22,000MW. But, so 

far, the country has few viable alternative markets for its energy or other potential exports. It joined 

China’s Belt and Road Initiative in 2018 but its potential to sell energy to the Chinese market is very 

limited. In any case, even the Algerian government recognises the benefit of developing a renewables 

sector and a more diversified economy in the current global environment. Rather than confrontation 

or resistance, the Algerian government will likely seek to channel Green Deal-inspired reforms so that 

they do not affect, or even so that they reinforce, the government’s ability to maintain the rentier state.

In this sense, the Green Deal represents yet another variant of the enduring EU effort to use financial 

levers to achieve political and economic liberalisation in its neighbourhood. This effort has had mixed 
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