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A Transatlantic Energy and Climate Pact Is Now 
More Necessary Than Ever
The Russian invasion of Ukraine has pushed Europe to re-design its energy map at speed. 
Amid this unprecedented energy overhaul, the EU and the United States have fl agged their 
commitment to reinforce their bilateral energy partnership, starting with short-term measures 
to boost US liquefi ed natural gas supplies to Europe to promptly replace part of Russian gas 
imports. This article develops fi ve issues around which a stronger transatlantic energy and 
climate pact might be built.
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The Russian invasion of Ukraine marks a historical turning 
point for the European Union’s security and energy pol-
icy. Long-held policy tenets are quickly being reversed, 
and a new European energy map is being redesigned at 
speed. Amid this unprecedented energy overhaul, the EU 
and the United States have fl agged their commitment to 
reinforce their bilateral energy partnership, starting with 
short-term measures to boost US liquefi ed natural gas 
(LNG) supplies to Europe to promptly replace part of 
Russian gas imports.

With its new energy REPowerEU strategy, Europe intends 
to rapidly cut its reliance on Russian fossil energy not only 
by fostering substitution with alternative supplies, but al-
so by accelerating its green transition to reduce its overall 
dependence on fossil fuels by 2030. This opens new pos-
sibilities for collaboration with the US on green tech co-
operation, as well as on joint eff orts to make global green 
energy and tech supply chains more resilient against 
potential disruptions and geopolitical weaponisation by 
Russia and especially China.

The Biden administration’s willingness to engage with the 
EU, and its acknowledgement of climate change as an ur-

gent matter, are most helpful in managing this watershed 
moment in international relations. It is now high time to 
think further and adapt to the post-crisis reality of high 
geopolitical tensions and the green transition by develop-
ing a durable transatlantic energy and climate pact for the 
long term.

Expectations in Brussels for stronger cooperation in 
these fi elds were high at the start of the Biden presidency, 
and there have indeed been some promising results con-
cerning trade and global climate diplomacy, such as the 
announcement of cooperation for the decarbonisation of 
steel and aluminum and the EU-US-led global methane 
pledge in Glasgow. However, progress regarding some 
of the joint initiatives announced at the EU-US summit in 
June 2021 (European Council, 2021), such as the Trans-
atlantic Green Technology Alliance and the Trade and 
Technology Council (which features a working group on 
climate and green tech), has been modest up til now.

Priorities for a transatlantic energy and climate pact

A transatlantic energy and climate pact should structure 
the broad agenda in the fi eld around fi ve main objectives 
and inject it with renewed vigor. It should place coopera-
tion on a more solid footing to make it last beyond the 
current crisis and should enhance visibility and global 
credibility.

Get rid of Russian energy imports

For reasons of security and of depriving the Kremlin of 
fi nancial resources, the fi rst priority for the EU-US pact 
must be to rapidly replace Russian fossil fuel imports into 
Europe, which account for a substantial share of inland 
consumption (Eurostat, 2022). The EU fi rst moved to ban 
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Russian coal, which is the easiest given the fl exible and 
ample global supply (Zachmann et al. 2022). On 31 May, 
it then decided to ban seaborne Russian oil, a measure 
that will cut EU imports of Russian oil by 90% starting in 
January 2023. Given Russia’s diffi  culties in completely 
re-routing these volumes to other areas, its oil production 
and total export will be reduced. To compensate for this 
loss of Russian oil in the global market, together with the 
US, Europe must engage with other oil producing coun-
tries to ensure adequate supply. The recent willingness 
that  Saudi Arabia has shown to increase its oil production 
(Sheppard et al., 2022) illustrates how US-led diplomatic 
eff orts can yield results at an important moment, as the 
EU just agreed on the embargo on Russian oil. If alter-
native global oil supplies are not enough to fully replace 
Russian oil, then obviously part of the solution must come 
from cutting demand for oil (IEA, 2022a), which also ap-
plies to other fossil fuels.

The biggest challenge is presented by natural gas. EU im-
ports of Russian natural gas amounted to 155 billion cubic 
metres (bcm) in 2021. The European Commission has com-
mitted to rapidly phasing down these imports, and a Joint 
Taskforce on Energy Security was set up together with the 
White House to support this move (European Commission, 
2022c). We see this as the fi rst essential pillar of the trans-
atlantic pact. The US is instrumental in cutting energy ties 
with Russia since it has become the largest global exporter 
of LNG, the most obvious short-term substitute for Russian 
gas imports (Disavino, 2021). EU imports of US LNG have 
seen a remarkable evolution, as they only started in 2016 
but have surged to 44% of total European LNG imports in 
January 2022 (European Commission, 2022a).

Offi  cials agreed to further boost LNG fl ows from the US to 
Europe by 15 bcm this year (Dalton, 2022). To address ca-
pacity constraints in the industry on both sides of the At-
lantic, the Biden administration and the Commission have 
committed to accelerating permitting procedures for new 
LNG facilities, but to unlock the needed fi nal investments 
decisions, these must pay off . The Commission there-
fore promised a stable demand for additional US LNG of 
50bcm per year until at least 2030 (European Commis-
sion, 2022c). This political agreement must be further 
substantiated with real contracts between fi rms, which is 
best coordinated through the new EU Energy Platform to 
get better prices on the international market and with US 
counterparts to provide investors with an overview of who 
will actually buy what.

The fi rst new actual LNG contract was signed in May by 
Engie from France and a Texan producer for 2.4 bcm per 
year for the next 15 years (Jacobs and White, 2022). Still, 
there might be worries among industry participants, espe-

cially importers in Europe, that their investments are not 
viable because the EU intends to reduce the use of LNG 
after 2030, for the sake of its greenhouse gas emission tar-
gets (US exporters could redirect fl ows to Asia after that, 
where LNG demand is expected to continue to increase 
as coal is being phased out). Part of the answer for inves-
tors could be to make newly built European gas pipelines 
heading inland ready to transport hydrogen in the future, 
which would make current investments worthwhile (Wang 
et al., 2020). However, “hydrogen-proofi ng” might be tech-
nically less feasible for import and regasifi cation infra-
structure. If this is the case, public resources will unavoid-
ably be needed to make the necessary investments.

For this element of the transatlantic energy and climate 
pact, it is especially important to look beyond the EU and 
the US. This is because, on the one hand, LNG will also 
have to be imported from other places like Qatar in or-
der to fully replace Russian gas in Europe. On the other 
hand, strategic independence from Russia must also be 
achieved by those countries that are immediately threat-
ened by it (Ukraine, Moldova, Georgia) as well as by coun-
tries in the Western Balkans that seek to join the EU or 
have joined NATO. The Partnership for Transatlantic En-
ergy and Climate Cooperation is likely the most suitable 
forum to extend cooperation to these countries.

Avoid new dependencies and vulnerabilities

Faced with the double urgency of war and climate change, 
the European Commission has launched a new package 
of proposals, dubbed “REPowerEU”, which would fur-
ther raise the EU’s ambitions in renewable energy and 
energy effi  ciency (European Commission, 2022e). In the 
US, President Biden has also considerably increased his 
country’s climate ambitions. The problem is that China, 
another systemic rival and potential security threat to 
both transatlantic partners, has become increasingly 
dominant in green tech over the past decade (Grünberg, 
2022; Ladislaw and Tsafos, 2020), notably in the manu-
facturing of wind turbines, solar photovoltaics (PV) and 
electric vehicles but also in requesting new patents and 
setting standards (IEA, 2022b). Moreover, critical raw re-
sources needed for these technologies are in short sup-
ply in Europe, and even in the US (IEA, 2021). In contrast, 
Russia and China have large reserves of lithium, silicon, 
nickel, graphite, zinc and copper (ESGS, 2022).

In order to avoid creating new vulnerability to geopoliti-
cal blackmailing, as well as to reap the economic benefi ts 
of the green transition, the EU and the US must work to-
gether and with mutual partners to set up more diversifi ed 
global green tech value chains. This is the second objec-
tive of our pact.
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Securing green tech value chains involves, on the one hand, 
ensuring global access to critical raw resources from as 
many diff erent players as possible (such as Australia, Chile 
and the Democratic Republic of the Congo) as well as recy-
cling to retain raw materials (Rizos and Righetti, 2022). It al-
so means creating infrastructure in partner countries for the 
production, distribution and export of renewable energy, for 
example through “green hydrogen corridors” advanced in 
the REPowerEU proposals. Coordination between the EU’s 
Global Gateway initiative and similar US infrastructure fi -
nancing initiatives can be most useful in this regard.

On the other hand, the transatlantic economies must also 
regain a fi rmer foothold in the fi nal production of green 
technologies. This does not mean that we should start 
clawing back market share in solar PV manufacturing by 
subsidising uncompetitive fi rms. It does mean that western 
countries must refl ect on how to build stronger positions 
for their industries in newly diversifi ed green tech value 
chains and to maximally exploit comparative advantages.

Accelerate development and deployment of new 
technologies

Regaining a foothold in today’s green tech value chains 
requires gaining a competitive edge through innovation. 
Moreover, reaching net zero greenhouse gas emissions 
by 2050 demands that we further develop and quickly 
deploy technologies that are only just emerging, such as 
green hydrogen systems, sustainable aviation fuels, fl oat-
ing off shore wind turbines, next generation electricity 
storage and carbon capture methods (IEA, n.d.).

Both matters require an industrial policy response. This has 
the potential to create friction between trading partners, 
particularly since in some areas economic competition 
between Europe and the US will prevail (e.g. solar panels 
and wind turbines). Some realism could help when there 
is competition: It is arguably preferable if either Europe or 
the US becomes a dominant player in a certain technology 
rather than China. In other areas, such as disruptive tech-
nologies, there might be mutual benefi ts in cooperation.

One point where cooperation could be mutually benefi -
cial is the defi nition of common technical guidelines, for 
example for electric vehicle charging infrastructure, be-
cause it would allow the industry to scale up and reduce 
costs faster on both sides of the Atlantic without neces-
sarily handing either side an edge. This specifi c example 
is already being addressed by the Trade and Technology 
Council (European Commission, 2022b).

The transatlantic pact should identify those areas where 
cooperation is possible and facilitate the creation of mar-

kets for new technologies once they leave the develop-
ment stage, among others by supporting business-to-
business contacts, as is currently being done directly in 
the margins of EU-US Energy Council meetings. Support 
could also come through initiatives such as the First Mov-
ers Coalition (US Department of State, 2021). The currently 
dormant Green Technology Alliance could become a fo-
rum for accelerating the development of technologies that 
are not yet ready to be scaled up, such as carbon capture.

Avoid new trade frictions between EU and US

When large economies like the US and the EU decide to 
pursue deep decarbonisation, it is bound to have sig-
nifi cant extraterritorial implications for trade partners. To 
avoid unnecessary trade barriers and irritations that could 
hinder bilateral cooperation in other fi elds, it is imperative 
that a number of items are addressed ex ante, such as the 
use of subsidies and rules on green public procurement. 
The most important issue is the proposed carbon border 
taxes on both sides.

The EU is currently debating a proposal for a Carbon Bor-
der Adjustment Mechanism (CBAM), which would levy a 
tax on certain imported goods based on the amount of 
GHG emissions caused by their production (European 
Commission, 2021a). The aim is to create a “level playing 
fi eld” for EU sectors subject to domestic carbon prices by 
de facto subjecting imports to the same carbon prices, 
if no such price is payed in the country of origin (manda-
tory CBAM certifi cates would cost the same as EU Emis-
sions Trading System permits, any carbon prices paid in 
the country of origin would be deducted). This should also 
create incentives for partner countries and foreign fi rms 
to decarbonise their production. While this system covers 
only a limited range of carbon-intesive goods (i.e. cement, 
aluminum, fertilisers, electricity, iron and steel), it could 
serve as a blueprint for futher developments.

In the US, which does not have a federal carbon price and 
would therefore be subject to the CBAM, this proposal has 
been met with reservation. A similar proposal has been 
launched by Democrats (Coons, 2021), which would tax im-
ports depending on whether or not their origin country has 
climate policies that are deemed “at least as ambitious” as 
those of the US. The required tax amount depends on an 
artifi cial carbon price that refl ects the costs of compliance 
to relevant US regulation. There are, however, important 
questions about the methodological and legal feasibility of 
these proposals, suggesting that a system based on ex-
plicit carbon prices is a better way forward (Leonelli, 2022).

Suspicion in Washington about the EU CBAM’s impact on 
bilateral trade is not entirely warranted. While it is true that 
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a focus on carbon prices alone would ignore the fact that 
emission abatement can also be achieved through other 
means such as regulation, the use of “embedded emis-
sions” in the calculation of the CBAM amount should ac-
knowledge that US industries have also made progress 
in reducing their carbon footprints. Article 7 of the cur-
rent EU proposal says that embedded emissions in goods 
other than electricity shall be determined based either 
on the actual emissions – to be calculated in accordance 
with methods set out in the text itself – or, when that is 
impossible, by reference to default values also specifi ed 
in the text. Consequently, goods with low or zero carbon 
content will pay low or zero CBAM.

Still, close cooperation with the US and other partners is 
needed, fi rstly because embedded emissions should be 
calculated in an internationally agreed manner to avoid 
disputes. The work on carbon footprinting in the Trade 
and Technology Council is a welcome start. More im-
portantly, the EU and the US might want to cooperate 
to create an international climate club, an idea recently 
backed by Germany in the context of the G7. Such a club 
of countries would commit to stronger climate ambition 
and agree to coordinate policies, while taking some com-
parable measures such as similar explicit carbon prices 
and jointly introducing carbon border taxes on imports 
from third countries. The larger such a club would be, 
the greater the incentive for other countries to decarbon-
ise and join it. A limited version of this has already been 
proposed under the Global Arrangement on Sustainable 
Steel and Aluminium (European Commission, 2021b).

Quickly setting up such a club and allowing for member-
ship of countries that take serious climate action without 
the use of explicit carbon prices, like the US, would re-
quire a fl exible approach, for example in the form of green 
certifi cates. These would testify that a certain fi rm’s prod-
ucts satisfy the standards of the club (for instance thanks 
to off setting actions) and grant exemption from the car-
bon border tariff .

Act as tandem in international climate diplomacy

Finally, even the joint eff orts of the EU and the US can-
not achieve a global transition without calling on the inter-
national community to do its part too, since both econo-
mies together only account for about one-fi fth of global 
greenhouse gas emissions. This will require more than 
confronting third countries with a joint carbon border tax.

Washington and Brussels agreed at the 2021 bilateral 
summit to set up a bilateral High-Level Climate Action 
Group (European Commission, 2022d), which has devel-
oped into a forum to coordinate global climate diploma-

cy. Discussions are ongoing in preparation for COP27 in 
Egypt later this year, where both partners will seek to ad-
vance implementation of the promises made in Glasgow, 
such as the Global Methane Pledge. They should further 
join forces to make countries that failed to increase their 
climate ambitions last time come forward with new pro-
posals, especially wealthy countries like Australia.

Convincing emerging and developing countries to wean 
themselves off  coal will be more challenging but must 
also be a priority. Coordinating activities under the Glob-
al Gateway and similar initiatives is a way to allow such 
countries to benefi t economically from the global green 
transition while providing an alternative for China’s Belt 
and Road Initiative. It is, however, not enough to set them 
fi rmly on the track towards climate neutrality, or to fi nally 
fulfi l the promise of $100 billion of annual climate fi nanc-
ing by developed countries. Triangular partnerships such 
as the $8.5 billion Just Transition Partnership concluded 
between transatlantic partners and South Africa should 
therefore serve as a template for direct fi nancial and tech-
nical assistance and be extended to other partners like 
India, Indonesia, Vietnam, etc.

Concluding remarks

The fi ve objectives listed in this article are all highly rele-
vant for transatlantic security and prosperity and ground-
ed in healthy self-interest. Despite the political divisions 
around climate change that exist in a number of countries, 
we are optimistic that a pact built on these elements, es-
pecially the fi rst four, can lead to a long-term and fruitful 
cooperation. Still, the past few years have shown that se-
rious economic disruptions and security threats can ma-
terialise very quickly, and that our climates are changing 
faster than expected. Progress on all fronts should there-
fore be made as quickly as possible.
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