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Announcing Europe’s new growth strat-
egy, Ursula von der Leyen, President of the 
European Commission, stated, “The old 
growth model that is based on fossil fuels 
and pollution is out of date, and it is out 
of touch with our planet.” The new model 
for European growth envisions a cleaner 
planet based on innovative technologies 
and greener new jobs by prioritizing “the 
most vulnerable regions and sectors.”1

UK Prime Minister Boris Johnson also 
announced the country’s own green in-
dustrial revolution: “My Ten Point Plan 
will create, support and protect hundreds 
of thousands of green jobs, whilst mak-
ing strides towards net-zero [emissions] 
by 2050.” The initiative aims to create 
250,000 new jobs. Among other things, 
the Ten Point Plan includes turning Lon-
don into the global center of green finance, 
encouraging cycling and walking instead 
of fossil fuel-based public transportation, 
and quadrupling the production of wind 
energy.2

Similarly, across the Atlantic, Joe 
Biden, the new President of the United 
States, undertook three actions to remedy 
his predecessor’s indifference to the seri-
ous challenges associated with climate 
change. First, Biden ratified the Paris 
Agreement on climate change. Second, he 
announced that a Leaders’ Climate Summit 
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will convene in the White House on Earth 
Day.3 Lastly, Biden established a Climate 
Innovation Working Group in the White 
House as part of the National Climate Task 
Force, which will support the creation of a 
new Advanced Research Projects Agency-
Climate (ARPA-C), spearheading a genera-
tion of new jobs, technologies, and tools to 
empower the US to innovate and lead the 
world in dealing with the climate crisis.4

Thus far, post-pandemic economic 
growth strategies on both sides of the At-
lantic are climate friendly. However, the 
green transformation does not solely rely 
on climate policy; it equally relies on a new 
industrial policy. In its most basic form, 
green transformation is about applying 
new low-carbon technologies to existing 
economic sectors. This pairing will even-
tually reduce carbon emissions. In paral-
lel, it will particularly increase the inter-
national economic competitiveness of the 
West. Our planet could witness carbon-
free growth, breaking free from traditional 
pollution-based economic growth and job 
creation. This appears relatively easier to 
accomplish in developed economies.5 

The possibility outlined above could 
leap forward on the agendas of the devel-
oping economies, where tackling climate 
change trails behind the level of welfare 
in the West. The catch? Inducing change 
requires investment. In the case of green 
transformation, implementing change is 
dependent on large-scale investments by 
governments and companies in fixed capi-
tal investments. This is where the West 
and the Rest, the prospects of advanced 
and developing countries, diverge.

Economic growth generating jobs with 
smaller carbon footprints bears greater 
potential where there are negative interest 
rates in the early post-pandemic period. 
The aforementioned transformation is 
therefore much more feasible for advanced 
economies in the West. The Rest, namely 
developing economies, still face higher 
interest rates because of higher risk pre-
miums (CDS) (See Figure 1). This is due in 
large part to the Rest’s “Original Sin,” the 
inability to borrow money in their own cur-
rencies.6 Furthermore, developing coun-
tries are highly indebted, making it harder 
for them to kick-start their economies in 
the post-pandemic period. Consequently, 
developing countries risk losing their rela-
tive economic competitiveness. Hence, 
green transformation has the capacity to 
deepen the digital and technological divide 
between advanced and developing coun-
tries, leading to deeper global inequali-
ties. Lastly, highly indebted companies and 
troubled banking systems in the Global 
South would render the implementation of 
such adjustments impossible. Take Turkey 
for example: a developing economy with 
high CDS risk premiums, highly indebted 
private companies, and troubled bank bal-
ance sheets. Kicking off the green trans-

» The old growth 
model that is 
based on fossil 
fuels and pollution 
is out of date, and 
it is out of touch 
with our planet.«
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formation in a country like Turkey is simi-
lar to shopping at Whole Foods while debt 
collectors are carting away your fridge. Put 
differently, Turkey’s situation, a model of 
countries in a greater pool, is merely one 
example of rising global inequalities.

There is another aspect to tackling cli-
mate change. Implementing green trans-
formation in the West will inevitably lower 
advanced economies’ reliance on hydro-
carbons. In the long term, oil-producing 
developing countries would be at the 
frontline of the hit in demand. In similar 
countries, lower oil and gas prices mean 
less growth and fewer new jobs, as experi-
enced during the COVID-19 outbreak. The 
mobility restrictions and closure of eco-
nomic facilities imposed a tough reality on 
oil-producing countries. For example, the 

economies of net exporters of oil and gas 
in the Middle East and North Africa (MENA) 
region are expected to shrink by 6 percent 
compared to 1 percent for net importers.7 
Therefore, the stakes in fossil-fuel produc-
ing countries, predominantly developing 
countries, are high.8

If there are no long-term policies to 
mitigate the implications of hydrocarbon-
based growth strategies, then such econo-
mies are likely to suffer from dwindling 
prospects at home. This, combined with 
weak institutions, may unleash instability. 
People living under such circumstances 
may be forced to emigrate. In Latin Ameri-
ca, Venezuela is a telling example.

Needless to say, instability in develop-
ing countries around the world, whether 
due to conflict or severe economic hard-

Figure 1: CDS Risk Premiums and Government Bond Rates in G20, 2021

Source: Thomson Reuters, investing.com, TEPAV visualization
Notes: Saudi Arabia was not included due to lack of data, 7-year government  
bond interest data is used for Argentina. Bubble size represents per capita  
(current) GDP in the relevant country.
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costs EUR 1,000 to support a forcibly dis-
placed migrant in Turkey, while it costs 
EUR 24,750 to do so across the Aegean. 
This discrepancy is yet another form of in-
equality. 

Pursuing green transformation de-
pends on new climate and industrial poli-
cies, along with the generation of new 
technologies. However, it has geopolitical 
implications on two fronts. The first is the 
loss of a business model for oil-producing 
countries, which will require institution-
building reforms, including fiscal and fi-
nancial systems, together with social se-
curity measures. The second is the rising 
need for rare earth (RE) minerals. These 
are essential elements to producing many 
new green transformation technologies, 
including electric cars, smartphones, wind 
turbines and military hardware. Globally 
speaking, China is in a unique position. It 
is the largest source of rare earth miner-
als, with 58 percent of mine production and 
over 37 percent of world reserves.13 In oth-
er words, one could say that China has a 
monopoly over the rare earth industry. This 
position has allowed China to incorporate 
its riches as a foreign policy tool, for ex-
ample against Japan, and as leverage for 
attracting foreign direct investment (FDI).14 
Moreover, China supplies the US with 80 
percent of its demand for rare minerals 15 – 
a position that led Donald Trump to sign an 
executive order to boost domestic produc-
tion of rare earth minerals and reduce the 
world’s largest economy’s dependency on 
its direct competitor.16

Hence, igniting a race with a potential 
to further widen global inequalities.

Pursuing green transformation has ge-
opolitical implications and could be inter-
preted as a new foreign policy tool for the 

» The most 
vulnerable regions 
and sectors.«

ship, has led to the displacement of mil-
lions. This is the common denominator for 
the 6.6 million Syrians, 3.7 million Ven-
ezuelans, 2.7 million Afghans, 2.3 million 
South Sudanese, and the one million Ro-
hingya. Their neighbors, which also hap-
pen to be developing countries, host the 
majority of refugees: 3.6 million in Tur-
key, 1.8 million in Colombia, 1.4 million in 
Pakistan, and 1.4 million in Uganda.9 The 
exception is Germany, Europe’s strong-
est economy, hosting 1.1 million asylum 
seekers and refugees thanks to Chancel-
lor Angela Merkel’s “we can do it” policy 
in 2015.10

Here, the problem is twofold. In coun-
tries of origin, the key issue is managing 
makeshift camps for internally displaced 
persons (IDPs). In hosting countries, it is 
a matter of effectively integrating refugees 
into the labor market, a troublesome pros-
pect as tensions rise due to high domestic 
unemployment rates. In both cases, how-
ever, the problems are regional while the 
solutions are global, which should not be 
asymmetric. Turkey, the world’s largest 
hosting country of forcibly displaced mi-
grants, has so far received EUR 4 billion 
from the European Union to care for the 
4 million asylum seekers and refugees.11 
On the other hand, the European Union 
supported Greece with EUR 2.97 billion 
to look after 120,000 asylum seekers and 
refugees.12 The math is straightforward: it 
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West, especially in the context of a tech-
nology race between the West and China. 
The race has the potential to expand the 
digital divide between the West and the 
Rest further to include China. If the West is 
serious about evening out global inequali-
ties, particularly going into the COVID-19 
recovery period, then the impact of the 
green transformation on developing coun-
tries must be considered more carefully. 
Therefore, the debt and high risk premi-
ums of the Rest should be considered as a 
global problem. To bring the Rest on board 
with green transformation, effective finan-
cial partnerships must enter into effect so 
that developing countries can rehabilitate 
their fiscal situation. This necessitates 
boosting and integrating the digital econ-
omy of the Rest with the West. Equally im-
portant is investing in the infrastructure of 

the Rest to set the stage for the future of 
work. What is more, incentivizing the Rest 
to follow the Paris Agreement on climate 
change entails extending conditional loans 
and grants in line with the requirements of 
the green transformation. 

To contain global warming, the world 
needs a truly global and comprehensive 
plan that brings everyone on par and in-
cludes the developing world in the process 
of green transformation, to avoid further 
deepening the divide. Environmentalists 
need to think less about electric cars and 
more about the balance sheets in the low- 
and middle-income countries. As global 
warming and the COVID-19 pandemic in-
discriminately affect the whole world, it is 
up to the G20 in 2021 and beyond to find ef-
fective solutions to deal with these issues – 
by taking the entire world into account.
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