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Executive Overview

Africa and Europe possess complementary assets and
interests that, if aligned, can underpin mutually beneficial,
yet non-exclusive, green industrial partnerships -
partnerships that create commercial value while also
serving broader geopolitical goals. For Africa, partnering
with Europe can give access to technology, finance,
and the European single market. For Europe, partnering
with Africa can help lower the costs of its industrial
decarbonisation, while new green industrial partnerships
can help European industries diversify dependencies and
build more secure supply chains.

This Policy Report unpacks the viability of mutually
beneficial green energy and industrial partnerships
between Africa and Europe. It examines the geopolitical
and commercial case for 'competitive interdependence’,
with both regions leveraging each other's strengths to
compete in the global green economy.

The Report is part of the Africa-Europe Foundation’s
#RoadtoLunda25 initiative aimed at reinforcing evidence-
based policymaking in the lead up to the 7th Summit of
African Union and European Union Heads of States and
Government (24-25 November 2025, Luanda - Angola).
It is the result of a year-long strategic research project
facilitated by the Africa-Europe Foundation and co-led by
Climate Action Platform — Africa (CAP-A), the European
Centre for Development Policy Management (ECDPM)
and Bellona Europa.

Our central message is that the changing economics
of renewable energy offer a unique chance to rebuild

Africa-Europe industrial partnerships, but unlocking
their full potential requires reframing the discussion on
cooperation.

Europe’s industrial decarbonisation is constrained by
high energy costs and limited access to renewable energy
in the short term. Africa’s potential to produce low-cost
renewable energy and hydrogen offers the opportunity
for shared, cost-efficient, energy-intensive value chains
like green iron and green fertiliser. Importing energy-
intensive intermediary goods can help Europe mitigate
its decarbonisation costs while avoiding the strain on its
own renewable energy capacity. The commercial benefits
for both regions include reduced costs for green products
and greater access and competitiveness in global green
markets. For Africa, the partnership offers job creation,
technological transfer, and industrial development that
support long-term economic growth, while for Europe, it
provides a reliable source of competitively priced green
goods to meet climate goals while retaining jobs and key
industrial processes in Europe.

Despite the potential, these partnership opportunities
come with unique challenges and risks. African countries
face structural barriers such as inadequate infrastructure,
inefficient logistics, and high capital costs, all of which
require significant policy support and commercial
partnerships to overcome. For Europe, a common
argument against strategic industrial partnerships with
third countries is that they would offshore industrial
activities, leading to job losses and de-industrialisation
in traditional industries. However, investing in
decarbonisation together with strategically integrating
value chains from key regions has the potential to create
employment in downstream manufacturing and build
global competitiveness in green supply chains. Moreover,
this would allow European policymakers and industries to
proactively shape this inevitable decarbonisation shift in
a fair and just manner, rather than passively reacting to it.
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Enhanced policy frameworks. Countries of the
African continent to focus on enabling conditions
that support long-term investment. This includes
stable and transparent policy frameworks, integrated
energy system planning, and regulatory reform to
attract large-scale investment into clean energy and
industrial projects.

Meaningful market for green industry products. African
green industrial producers will need predictable and
transparent access to global and regional markets,
but also predictable demand. On the one hand,
streamlining export procedures, reducing non-tariff
barriers, and ensuring alignment with international
standards on technology and sustainability can
facilitate cross-border trade, and improving trade
logistics and aligning regional strategies through the
AfCFTA (African Continental Free Trade Area) can
support value-added green exports. On the other
hand, implementing long-term and stable off-take
agreements and procurement mechanisms that offer
confidence to low-carbon goods producers can be
instrumental for crowding in investors.

Integrated goal-setting. The EU to recalibrate its
policy instruments to support cross-border green
value chains. This means connecting climate and
industrial goals with strategic interdependence,
ensuring market access for African green goods, and
working to ensure CBAM is a transparent and fair
driver of global decarbonisation.

From proclamation to demonstration. Leverage
targeted investments to showcase the potential of
cross-border value chains through early flagship
projects and structured partnerships, maximising
tools such as Clean Trade and Investment
Partnerships. Demonstrating success can build
trust and momentum, hence help attract broader
investments needed to transform industrial and
energy cooperation.

Sustainable partnerships. Clearer political ambition,
better coordination of standards, and scaled-up
financial innovation will be essential to building
long-term partnerships, de-risking investments and
aligning private and public actors around a common
industrial vision.
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Acronyms and
Abbreviations

AfCFTA African Continental Free Trade Area

AGIA Alliance for Green Infrastructure in Africa

AGlIl Africa Green Industrialisation Initiative

APRA Accelerated Partnership for Renewables in Africa
AU African Union

BF-BOF Blast Furnace and Blast Oxygen Furnace
CBAM Carbon Border Adjustment Mechanism

DRI Direct Reduced Iron

EAF Electric Arc Furnace

ETS Emissions Trading System

EU European Union

GVA Gross value added

HBI Hot Briquetted Iron

IPP Independent Power Producers

LNG Liquefied natural gas

MENA Middle East and North Africa

REIPPPP Renewable Energy Independent Power Producer Procurement Programme
SEZ Special Economic Zones

us United States

WACC Weighted Average Cost of Capital
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Introduction

This paper explores the viability of mutually beneficial
green energy and industrial partnerships between Europe
and Africa, based on a 'competitive interdependence’,
where both regions rely on each other’s strengths to
compete in the global green economy.

Green energy is not only a tool for climate action; it
can also drive energy access, industrialisation, trade,
and economic security. Europe and Africa possess
complementary assets and interests that, if aligned, can
underpin an interconnected green industrial geography.
The paper argues that there is both a geopolitical
imperative and a commercial case to see African green
industrialisation as essentialto European decarbonisation
and African economic growth.

Focusing on emerging opportunities in green iron and
steel, and green fertiliser, the paper identifies areas
of strategic collaboration, assesses the economic
and geopolitical implications, and examines how
mutually beneficial —yet non-exclusive— partnerships
can be achieved. The benefits for Africa are clear and
compelling: green energy can give African countries a
competitive edge in a low-carbon global economy. The
case for the European Union (EU) is more complex and
requires a higher burden of proof, as it navigates industrial
reconfiguration amidst pressure from US political and
economic uncertainty, and intense Chinese competition
across key sectors of its green industrial strategy.

Beyond outlining long-term benefits, the paper therefore
also addresses short-term trade-offs and barriers to
greater industrial interdependence, including the risk

of deindustrialisation, and explores how these can be
anticipated and mitigated to build more equitable and
resilient partnerships.

Africa and the EU differ significantly in how climate and
industrial policies are formulated and implemented. While
pan-African frameworks exist, decision-making remains
largely in the hands of individual countries. To reflect
this diversity, the paper draws on examples from South
Africa, Nigeria, Morocco, and Kenya to support broader
continental observations.

Unlocking the potential for green industrial partnerships
requires reframing the discussion on industrial
cooperation. In Europe, partnerships with African
countries should be viewed not as a threat to existing
production centres, but as a strategic opportunity to
strengthen long-term competitiveness, supply chain
resilience, and trade in green inputs. In Africa, green
industrialisation should be reframed not as an externally
imposed agenda, but as a forward-looking development
strategy.

Finally, the paper outlines a set of practical policy,
regulatory,andinvestmentlevers neededto operationalise
green industrial partnerships. It highlights the importance
of aligning trade, climate, and industrial strategies
across both continents; creating enabling conditions for
investment in African green industries through energy
planning, regulatory reform, and regional integration; and
recalibrating EU industrial and financing instruments to
support cross-border value chains.
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1. Competitive

iInterdependence through
green industrial partnerships

Both Europe and Africal are evolving their industrial
policies in 2025, as governments reposition their
economies not only to survive, but also thrive in a
transforming global political and economic context.

Europe is at a moment of reckoning, trying to regain its
industrial competitiveness while facing structurally high
energy prices (European Commission 2024). Following
a sobering assessment of its economy by Mario Draghi
last year, the EU is redesigning its industrial policies
around pillars of security and competitiveness, through
a Competitiveness Compass and the Clean Industrial
Deal. These lay out a set of primarily internal measures to
enhance the competitiveness of European industries and
close Europe’s innovation and investment gaps, while
creating an enabling environment for European industrial
decarbonisation and clean technology manufacturing.

Meanwhile, many African countries are developing their
own path for economic growth, green or otherwise. Africa
has 40% of the world's untapped renewable energy
potential, 40% of the world's critical minerals, and is
projected to account for 40% of the world's young people
by 2030 (Dhliwayo 2024; AfDB 2022; WEF 2022), and
seeks to leverage these resources for investments in
large-scale green industrial and infrastructure projects

across the continent (Ruto 2024; Ogqubay 2024). This
reflects a desire to move away from exporting raw
materials to drive economies elsewhere, and reduce
import dependence, along with a recognition among
many that African economies are more likely to meet their
long-held aspiration of industrialisation by leaning into the
low-emission, ‘green’ opportunities.

While endowments, economic structures, and enabling
environments vary across Africa, many countries on the
continent share the potential to become a global green
manufacturing and industrial powerhouse, which is
discussed here.

The rapidly changing global environment creates new
opportunities for an interconnected green industrial
geography, even if these are not always obvious.
As Europe looks to secure clean energy inputs and
diversify its supply chains, and African countries pursue
different forms of ‘green’ industrialisation (Medinilla_and
Byiers 2023), there are both geopolitical and economic
arguments for a deeper green industrial interdependence
between the two continents. The following table
summarises the key elements of this alignment, which
we explore in more detail below.


https://commission.europa.eu/document/download/97e481fd-2dc3-412d-be4c-f152a8232961_en?filename=The%20future%20of%20European%20competitiveness%20_%20A%20competitiveness%20strategy%20for%20Europe.pdf
https://commission.europa.eu/topics/eu-competitiveness/competitiveness-compass_en
https://commission.europa.eu/topics/eu-competitiveness/clean-industrial-deal_en#:~:text=The%20Clean%20Industrial%20Deal%20outlines%20concrete%20actions%20to,and%20the%20right%20conditions%20for%20companies%20to%20thrive.
https://commission.europa.eu/topics/eu-competitiveness/clean-industrial-deal_en#:~:text=The%20Clean%20Industrial%20Deal%20outlines%20concrete%20actions%20to,and%20the%20right%20conditions%20for%20companies%20to%20thrive.
https://www.context.news/nature/opinion/uns-green-mineral-guide-africas-untapped-potential-needs-more
https://www.afdb.org/en/documents/african-economic-outlook-2022
https://www.weforum.org/stories/2022/09/why-africa-youth-key-development-potential/
https://www.president.go.ke/wp-content/uploads/AT-THE-BREAKFAST-MEETING-ON-THE-AFRICA-GREEN-INDUSTRIALISATION-INITIATIVE-AGII.pdf
https://www.uj.ac.za/wp-content/uploads/2021/10/sarchi-wp2024-02-oqubay-green-industrial-policy-final.pdf
https://ecdpm.org/work/political-economy-green-industrialisation-africa
https://ecdpm.org/work/political-economy-green-industrialisation-africa
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Diversify investment partners in pursuit of
increased value addition at source

Take advantage of market proximity and
historical linkages

Shape international standards and regulatory
frameworks

Accelerate technology and skills transfer for
industrial upgrading

Diversify sourcing to reduce resource dependency
Accelerate strategic autonomy

Strengthen European green competitiveness
globally

Accelerate achievement of climate objectives

Diversify economy, enhancing employment,
prosperity, and resilience

Kick-start green industrial investment and
development driven by European anchor
demand

Strengthen energy systems by addressing the
lack of viable investment cases

Commercial case | Geopolitical case

Reduce costs of decarbonisation
Invest in growth markets for green industrial goods

European needs

Electrification and decarbonisation is the only pathway
for European energy security. Europe has long been
dependent on energy imports from unstable or unreliable
partners. The Russian war in Ukraine simply shifted this
dependence from Russia to other countries, particularly
the United States and Qatar, creating new vulnerabilities
and cementing structurally high energy prices. Since
early 2025, the US, now Europe’s largest gas supplier, is
coercing the EU to commit to even further increasing its
dependence on US liquefied natural gas (LNG) (Gavin
2025), while imports of Russian LNG continue indirectly

(Humpert 2025).

Breaking this cycle and achieving long-term European
energysecuritymeansreplacingfossilfuelswithrenewable
energy sources, both by increasing domestic production
and creating a stable and diverse interconnected energy
system with neighbouring countries.

Decarbonisingheavyindustries, whichaccountforroughly
25% of Europe’s final energy consumption (EuroStat

2024), will be a critical step towards achieving energy
security through electrification and decarbonisation, but
implies a reconfiguration of industrial production within
Europe and beyond. Electrifying industrial processes
and the shift to green hydrogen are essential elements of
this transition, but Europe alone will not be able to meet
the associated electricity and hydrogen demands in a
sustainable, timely, and cost-effective manner.

In a fully net-zero scenario, electricity demand in the EU
outstrips what can be affordably deployed and generated
at home. Electricity today accounts for less than a quarter
of Europe’s final energy consumption (Enerdata 2024).
Decarbonising power generation alone by 2040 will cost
an estimated EUR 2 trillion (Goke et al. 2023). Europe
today faces structurally higher electricity prices than
its main industrial competitors, the United States and
China, a trend which is estimated to continue as the EU
decarbonises its energy system between now and 2050
(Business Europe 2024). Verpoort et al. further estimate
that in the case of Germany, an electricity price difference
of 40-70 EUR/MWh with renewable energy-rich
countries (including African countries) could be plausible
in 2040 (Verpoort et al. 2024a; 2024b). Europe will also
increasingly be faced with competing demands for clean
power as electrification of residential and industrial heat,
hydrogen production, as well as transport all scale up
simultaneously.



https://www.politico.eu/article/eu-ready-to-negotiate-donald-trump-boost-gas-import/
https://www.politico.eu/article/eu-ready-to-negotiate-donald-trump-boost-gas-import/
https://www.highnorthnews.com/en/eu-fails-act-russian-lng-some-member-states-discuss-restart-gas-imports-after-war
https://ec.europa.eu/eurostat/statistics-explained/index.php?title=Final_energy_consumption_in_industry_-_detailed_statistics#:~:text=In%20the%20European%20Union%20(EU,and%20households%20(26.9%20%25).
https://ec.europa.eu/eurostat/statistics-explained/index.php?title=Final_energy_consumption_in_industry_-_detailed_statistics#:~:text=In%20the%20European%20Union%20(EU,and%20households%20(26.9%20%25).
https://yearbook.enerdata.net/electricity/share-electricity-final-consumption.html
https://www.aquila-capital.de/fileadmin/user_upload/PDF_Files_Whitepaper-Insights/ExecutiveSummary_EU_Power_Sovereignty_through_Renewables_by_2023.pdf
https://rebooteurope.eu/energy-climate-transition-how-to-strengthen-eu-competitiveness/
https://ariadneprojekt.de/media/2024/12/Ariadne-Report_GrueneWertschoepfungsketten_Dezember2024.pdf
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For regions with limited renewable energy, a cost-
efficient decarbonisation pathway will require balancing
domestic renewable energy investment and production
with sizable imports of electricity and energy products.
This is recognised in EU policy. The 2022 energy crisis
led to an acceleration of plans for interconnections in
the Mediterranean to import renewable electricity from
North African countries, while the Commission set a
target to import 10 million tonnes of renewable hydrogen
and derivatives from third countries by 2030 (European
Commission 2022).

For energy-intensive industries, proximity to high-
quality renewable energy sites will become increasingly
important. Crucially, hydrogen development — motivated
by its use as an energy carrier, feedstock, or energy
storage option for renewable energy — needs to happen
in parallel with investments in renewable energy
generation to avoid hydrogen production cannibalising
existing renewable capacity. Indeed, renewable energy
production for hydrogen development in Europe may put
even more pressure on European electricity availability
for other uses (Lovisolo and Whiriskey 2021).

To attain European Strategic Autonomy, the EU will need
to look outward as well as inward, and proactively shape
these new interdependencies to be diverse and secure.
This goes beyond mere supply chain security and requires
building the foundations for an integrated and alternative
industrial geography with Europe’s neighbours. Not doing
S0, or leaving it to the market like Europe has done in the
past, may lead to further challenges to European industrial
competitiveness and deepen high-risk dependencies.

Europe’s shift from coal and oil to natural gas was
largely market-driven, leading to a high concentration of
dependence on Russia (Dejonghe et al. 2023; Fouquet
2016). The EU now has an opportunity to not only reduce
its dependencies but also proactively shape clean energy
deals to find a better balance between self-sufficiency,
security of supply, diversification, and affordability. The
input requirements of industrial decarbonisation extend
this conversation beyond renewable energy to include
hydrogen, its derivatives, and low-carbon industrial
goods, making strategic partnerships even more critical
for a competitive and resilient transition.

Many of the above needs might be met through closerlinks
with African countries, many of which are well-positioned
as future renewable energy partners. Their strong trade
ties with Europe, proximity to and established physical

infrastructure links with North Africa, emerging green
industrial base, and growing market potential highlight
the opportunities the region offers for mutually beneficial
European clean technology and green industrialisation.

Apartfromdiversifyinginputsupply, Europeaninvestments
in African green industries can also create opportunities
for a stronger footprint of European businesses in prime
sites for renewable energy generation, while long-term,
these additional investments will ensure trade in a largely
untapped future growth market for green industrial goods
in Africa.

Africa’s ambition

While the above underlines growing European
dependence on others, Africa is not merely a passive
potential partner to meet Europe’s objectives. Rather,
African governments are themselves actively seeking to
promote their own industrialisation, green or otherwise.
Several governments on the continent seek to leverage
their considerable reserves of critical minerals and
substantial renewable energy resources for their own
industrialisation and job creation, where the EU serves
as a potential market. Both are increasingly essential
to global decarbonisation efforts and can be a source
of strategic leverage. Partnering with European public
and private investors would offer opportunities for
technological upgrading and to transform raw materials
into intermediate goods. Furthermore, Africa can
meaningfully contribute to global policy dialogues on
climate change, resource governance, and effective trade
practices to accelerate global industrial decarbonisation
through such partnerships, ensuring they are inclusive
of African development. The continent represents a
growing, early market for African green industrial goods,
and engaging with EU investors may offer a pathway to a
more prominent role in shaping these global discussions,
including international standards and regulatory
frameworks for green industries, and accelerating cost-
efficient global climate action.

Kenya is a strong example of Africa’s ambition for green
industrialisation, demonstrating how a strategic, self-
driven interest in renewable energy can align with broader
socioeconomic and industrial goals. Driven by early
investments in geothermal energy, nearly 90% of Kenya’s
electricity today is generated from clean sources (Africa
Check 2025), with hydropower, wind, and solar power
also contributing to its energy mix. This strong foundation


https://commission.europa.eu/strategy-and-policy/priorities-2019-2024/european-green-deal/repowereu-affordable-secure-and-sustainable-energy-europe_en
https://commission.europa.eu/strategy-and-policy/priorities-2019-2024/european-green-deal/repowereu-affordable-secure-and-sustainable-energy-europe_en
https://network.bellona.org/content/uploads/sites/3/2021/06/Impact-Assessment-of-REDII-Delegated-Act-on-Electrolytic-Hydrogen-CO2-Intensity.pdf
https://www.sciencedirect.com/science/article/abs/pii/S2214629623003614
https://eprints.lse.ac.uk/67618/1/Fouquet_Historical energy transitions_2016.pdf
https://eprints.lse.ac.uk/67618/1/Fouquet_Historical energy transitions_2016.pdf
https://africacheck.org/infofinder/explore-facts/what-main-source-power-kenya
https://africacheck.org/infofinder/explore-facts/what-main-source-power-kenya
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has enabled significant progress in expanding electricity
grid access, with coverage now reaching 75% of the
population, having doubled since 2013 (Beecham & Iberi
2024). The development of Special Economic Zones
(SEZs) such as the recently expanded Naivasha SEZ,
which is set to receive low-cost geothermal energy from
anearby well, is a strategic step to attract investment and
energy-intensive industries by offering reliable, low-cost
renewable electricity and regulatory and tax incentives
(Kenya News Agency 2025). The Energy and Petroleum
Regulatory Authority also recently published guidelines
allowing investors in green hydrogen and its derivatives
to apply for SEZ status of their project development areas
in order to also gain from these commercial incentives,
further solidifying Kenya’s ambition to become a hub for
sustainable industrialisation (Ambani_2024). However,
despite the considerable progress, the country faces
significant grid infrastructure challenges. Kenya's
green energy potential cannot be fully realised while
its transmission and distribution network, essential
to ensuring reliable and affordable energy delivery to
industries, requires USD 5 billion in investment by 2042
to modernise and expand (ITA_2024). Kenya’s green
transition journey demonstrates the potential for targeted
investments and international partnerships to support
both domestic socioeconomic development and the
expansion of global green value chains.

Both Europe and Africa could benefit from a collaborative
approach that prioritises mutual green industrial growth
opportunities while allowing flexibility to engage with
multiple partners. A close but non-exclusive partnership
would allow the EU to remain actively involved in Africa’s
rapidly expanding green value chains, while Africa would
retain the ability to attract diverse industrial investments.

Green energy and hydrogen imports are part of the
EU’s plan to meet its decarbonisation objectives at an
acceptable cost level, yet this may not suffice. For some
industrial use cases, especially those that rely on hydrogen
as afeedstock, it willbe more efficient to also import energy-
intensive intermediary goods, like green iron, fertilisers,
and low-carbon fuels, from African countries.

A recent study from the Potsdam Institute for Climate
Impact Research estimates that conserving current
production patterns by shipping hydrogen will be
substantially costlier than producing intermediary goods
and hydrogen-intensive products close to the lowest-cost
renewables (Verpoort et al 2024b). This reflects the reality
that energy-hungry upstream industrial processes may
not be the most efficient use of the finite renewable energy
capacity in the EU in the short-term, as their share of
GDP, employment, and industrial output is much smaller
than their share of energy use and related emissions (see
chapter 2 for sector-specific examples). Energy-intensive
industries, therefore, may be able to make significant
short-term savings by relying on imported intermediary
goods, as opposed to decarbonising the full production
process with domestic or imported green energy and/or
hydrogen.

While this would imply some reliance on industrial
production outside the EU, at least in the short term, it
does not represent a zero-sum game between African
industrialisation and European reindustrialisation.
Strategic imports can boost the commercial viability of
European decarbonisation efforts, while maximising the
efficiency of hydrogen consumption in key industries and
limiting the need for long-distance transportation, which
is costly (IEA 2024). For Europe, this can help keep
decarbonisation objectives on track and keep electricity
prices in check.

As a continent in the middle of an energy crisis, Europe
should look towards African countries, not only as
suppliers of raw materials, energy, and hydrogen, but
also for intermediate inputs to support and enable
the decarbonisation of its energy-intensive European
industries in a cost-effective way.

The commercial case for African countries is more long-
term. Africa’s industrial competitiveness will, at least
partially, rely on its climate competitiveness (CAP-A
2024). With approximately 40% of the world's untapped
renewable energy potential (AfDB_2022), including
abundant solar and wind resources and 60% of the
world’s best solar resources (IEA 2022), the continent
has the potential to become a global hub for low-cost
renewable energy production. African countries should
looktowards Europe as a key market for low-carbon goods
and a partner for developing green industrial value chains.
This will not only benefit Europe’s decarbonisation, it
can also help kick-start and accelerate African green
industrialisation and diversification.


https://www.afrobarometer.org/wp-content/uploads/2024/11/AD892-Kenyans-applaud-electricity-provision-but-rural-and-poor-lack-access-Afrobarometer-31oct24.pdf
https://www.afrobarometer.org/wp-content/uploads/2024/11/AD892-Kenyans-applaud-electricity-provision-but-rural-and-poor-lack-access-Afrobarometer-31oct24.pdf
https://www.kenyanews.go.ke/naivasha-special-economic-zone-begins-to-take-shape/
https://www.businessdailyafrica.com/bd/economy/hydrogen-plants-to-get-tax-breaks--4617360
https://www.trade.gov/country-commercial-guides/kenya-energy-electrical-power-systems
https://www.nature.com/articles/s41560-024-01492-zhttp://
https://www.iea.org/reports/global-hydrogen-review-2024
https://cap-a.org/wp-content/uploads/2024/09/Green-Industrialisation-to-Address-Energy-Poverty.pdf
https://cap-a.org/wp-content/uploads/2024/09/Green-Industrialisation-to-Address-Energy-Poverty.pdf
https://www.afdb.org/en/documents/african-economic-outlook-2022
https://iea.blob.core.windows.net/assets/220b2862-33a6-47bd-81e9-00e586f4d384/AfricaEnergyOutlook2022.pdf
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Short-term action will be critical for enabling long-term
opportunities. Early anchor demand for low-emission
products from large markets like the EU is crucial to
unlock new industrial developments,? and European
investment capital with an understanding of — and focus
on — a low-emission industrial future is an important part
of the capital stack for Africa’s green industrialisation.
Initiatives such as the African Continental Free Trade Area
(AfCFTA) further complement this competitiveness by
encouraging regional integration and market expansion
within Africa, thus offering a larger connected market
for African investments and economies of scale for both
input and output markets.

Large-scale green industrial investments, developed in
partnership with the EU, can enhance the commercial
viability of electrification and energy access initiatives
across Africa. By anchoring demand and attracting
capital, these investments not only support industrial-
scale production of renewable energy and green
hydrogen, but also create a stronger foundation to
address retail energy poverty® by improving the broader
investment case for energy infrastructure. Targeted green
industrial partnerships can also help close long-standing
funding gaps and build institutional and technical
capacities that have historically constrained Africa’s
industrial development.

All of this highlights the need to rethink the role of African
economies in Europe’s decarbonisation, as well as the
long-term value of low-carbon industries in Africa that
could be unlocked through European investments. By
investing in industrial production in African countries,
Europe can enhance its energy security and establish a
more secure and mutually beneficial interdependence
with its southern neighbours. This not only aligns with
the EU’s intention to be a global climate leader but also
supports the promotion of carbon pricing as a tool to
incentivise decarbonisation, benefiting both regions.

The EU’s Carbon Border Adjustment Mechanism
(CBAM) has been a key pillar of the EU’s decarbonisation
agenda. Starting in 2026, the CBAM will impose a charge
on imported carbon-intensive goods like iron and steel,
cement, fertilisers, aluminium, and hydrogen that is

equivalent to what European industries pay under the
European Emissions Trading System (ETS). This notonly
protects domestic industries from carbon leakage (high-
emitting industries moving to more lenient jurisdictions)
but also aims to lay the groundwork for global competition
for low-carbon manufacturing.

This policy marks a significant shift in EU climate
action, though its concrete consequences —both within
and beyond the EU are still unfolding. CBAM presents
undeniable short-term challenges for African countries
(Byiers and Medinilla 2024), but can also create distinct
opportunities for Africa’s industrial development in
partnership with the EU. With abundant untapped
renewable energy resources, several African countries
could become competitive hubs for low-carbon industrial
production. These products would have a competitive
access to the EU market as strategic imports, offering an
advantage over carbon-intensive products that currently
dominate trade flows. Once fully implemented, the CBAM
will make carbon intensity a key factor determining market
access to the EU, shifting competitiveness in favour of
low-carbon products. However, many African countries
may struggle to meet CBAM requirements in the short
term, putting their trade and development prospects at
risk.

To fully realise African industrial potential in the presence
of CBAM, therefore fostering EU-Africa industrial
cooperation, would require several critical adjustments
and clarifications. These include the inclusion of indirect
emissions across all covered sectors, a robust and
transparent methodology for calculating embedded
emissions, and strong partnerships to support African
countries in meeting methodological and administrative
requirements — enabling them to demonstrate the low
carbon intensity of their exports.

While efforts to integrate African concerns into the
CBAM'’s design have not been successful,* the inclusion
of indirect emissions - those resulting from generating
electricity used in industrial production - is particularly
important for the climate effectiveness of CBAM. CBAM
currently excludes indirect emissions for hydrogen,
aluminium, and iron and steel, which account for the
largest share of emissions embedded in hydrogen and
aluminium® (Bellona_2021). While addressing these
shortcomings would enhance CBAM'’s climate credibility
as a climate policy in general, in the context of this paper,
the advantage for Africa’s industrialisation is evident. As a
result, African producers, who have access to intrinsically


https://ecdpm.org/work/eus-carbon-border-adjustment-mechanism-and-developing-countries-threats-opportunities-and-strategic-responses
https://bellona.org/publication/consultation-response-carbon-border-adjustment-mechanism
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competitive renewable energy sources, would be
motivated to engage more actively in the decarbonisation
process, knowing that their lower-carbon production
methods are recognised and rewarded in global trade.

Countries around the world, including African countries,
have also shown a growing interest in establishing
their own carbon pricing systems, partly driven by the
introduction of the EU’s CBAM. Several countries are
considering some form of carbon price that will not only
support decarbonisation but also retain value within their
economies rather than transferring this to the EU, as
this would allow carbon payments to be deducted from
CBAM payments. However, regulatory interventions
alone will not be enough, and there is a clear need for
practical tools and robust analysis to support non-EU
policymakers in navigating the complexities of carbon

pricing mechanisms. Major international investments will
be needed, not only to decarbonise existing industries
but to show that new greenfield investments are able to
take advantage of market conditions under CBAM. The
African Union is developing a collective response to offer
a unified African perspective for engagement on CBAM.
Predictability and consistency on the European side will
be key to shaping this into a new model of production and
international trade in low-carbon goods.

Apart from necessary changes to CBAM as outlined
above, Africa will also have homework of its own - at both
regional and national level: it must identify and support
opportunities to develop new industries and transition
existing ones by leveraging its potential for low-cost
renewable energy and expanding domestic carbon
pricing mechanisms to drive decarbonisation.

2. Opportunities for energy-
Intensive industries

The economics of renewable energy provide a strong
rationale for redrawing the geography of energy-intensive
industries. But compelling arguments are not enough to
drive change. To show how these dynamics can unfold
in practice —and what it takes to make opportunities a
reality— this chapter highlights two specific cases: green
iron trade for a more efficient steel decarbonisation, and
anintegrated green ammonia supply for long-term energy
and food security in both Europe and Africa.

These two cases reflect tangible options for a mutually
beneficial Europe—Africa industrial cooperation. They
move the discussion beyond abstract arguments,
highlighting the need to navigate political economy
dynamics and address key sensitivities.

The challenge of decarbonising
iron and steel

The steel industry is one of the most carbon-intensive
sectors in Europe, accounting for 8% of global emissions
and 5% of emissions in the EU (Karkare and Medinilla
2024). The iron and steel value chain accounts for 26%
of industrial emissions covered by the EU ETS” and 10%
of industrial energy consumption in the region (Sandbag
2024; Eurostat 2024). At the same time, it represents just
1% of manufacturing gross value added (GVA) (Oxford
Economic 2019)8. The steel value chain can be broken



Karkare and Medinilla 2024
Karkare and Medinilla 2024
https://sandbag.be/wp-content/uploads/Sanbag_Brief_October24_A-closer-look-at-2023-emissions-1.pdf
https://sandbag.be/wp-content/uploads/Sanbag_Brief_October24_A-closer-look-at-2023-emissions-1.pdf
https://ec.europa.eu/eurostat/statistics-explained/index.php?title=Final_energy_consumption_in_industry_-_detailed_statistics
https://oeservices.oxfordeconomics.com/publication/download/316776
https://oeservices.oxfordeconomics.com/publication/download/316776

COMPETITIVE INTERDEPENDENCE:

A New Era for Europe-Africa Industrial and Energy Cooperation

14

down into two steps: ironmaking and steelmaking. The
most effective way to decarbonise the value chain is to
move away from traditional coal-powered ironmaking and
steelmaking, referred to as BF-BOF steel production,®
and instead use Direct Reduced Iron (DRI) ironmaking,
and Electric Arc Furnace (EAF) steelmaking processes.
Hydrogen DRI-EAF low-carbon steel powered by
renewable electricity,’ can significantly lower emissions,
but is still highly energy-intensive, and therefore requires
access to affordable, abundant, and additional clean
energy.

The geopolitical volatility in the international gas market
and high gas prices pose challenges to gas-driven
decarbonisation. That said, many traditional EU steel
producers today are not well-positioned to access the
low-cost renewable energy and hydrogen needed for
a competitive low-carbon steel production. This is in
contrast to traditional BF-BOF production, for which they
have depended on coal imports.

While European EAF adoption is already at 45%, the shift
to hydrogen DRI is facing significant delays, largely due to
the cost of hydrogen and electricity. European steelmakers
face increasing pressure on their competitiveness due to
high energy costs, limited access to surplus renewable
energy, and long distances to optimal sites for large-scale
green hydrogen production. The first wave of European
DRI projects — despite having secured billions of Euros in
subsidies (Tarasenko 2024) — are facing significant delays
(Martin 2025), while others are being put on hold (Tamellini
2024). This reinforces the need for complementary, cost-
efficient alternatives.

The case for green iron
imports from Africa

In order to maintain decarbonisation targets, strengthen
the competitiveness of the European steel sector, and
diversify existing import dependencies, other sourcing
options must be considered, including importing DRI
in the form of Hot Briquetted Iron (HBI) from African
countries with optimal renewable energy and hydrogen
potential. This is an opportunity to expand African
industrial activities as countries currently export raw ore,
rather than adding value to it through further industrial
processing.

Several African countries, including Egypt, South Africa,
Mauritania and Namibia, are positioning themselves as

key players in the global green hydrogen economy and
have the potential for cost-effective hydrogen-based
DRI production. The continent does not face the same
renewable energy constraints as Europe, as it boasts high
renewable energy potential and land availability, and less
pressure from competing energy demands (see Chapter
3 below). By aligning technology access, investment
incentives, and industrial strategy, both regions could
maximise economic and environmental gains from green
iron trade.

The viability of a renewables pull -the incentive to relocate
for energy costs savings— depends on a range of factors,
yet even if adjusted for factors such as cost of capital,
Verpoort et al. estimate that imports of green iron (HBI)
from renewable energy rich regions could lead to cost
savings of up to 12.9% when compared to fully domestic
steel production (Verpoort et al 2024b). In some cases,
the technological shift from fossil fuels to renewables will
be easier. For example, while European iron and steel
production is largely based on coal-powered production
processes, ironmaking in North Africa (and the Middle
East) primarily relies on natural gas DRI facilities, which
can more readily transition to green hydrogen (Karkare
and Medinilla 2024).

Africa has no scarcity of untapped renewable energy
potential, but a scarcity of viable investment cases, which
is exactly what maintains retail energy poverty despite a
superabundance of untapped potential.** Additionally,
African countries already account for 14% of the EU’s
iron ore imports (ITC_2025), with the world’s largest
untapped reserves of high-grade iron ore due to start
production in the coming years in Guinea.*? In 2023, the
Middle East and North Africa (MENA) produced 3% of
global crude steel but accounted for 45% of the global
DRI production, having expanded by 11% from 2021
(Basirat_2025). Additionally, green steel production, in
particular, is also seeing exploration and investment.*®
Targeted partnership deals with African countries would
allow European steelmakers to reduce reliance on volatile
energy prices, control input costs, and diversify supply
chains while decarbonising domestic production. By
focusing on upstream decarbonisation while strategically
developing Africa’s green hydrogen and iron supply
chains downstream, both regions would benefit from
increased low-carbon capacity, technology transfer, and
industrial development.

For Africa, in addition to increasing financial flows for
expanding iron production, these partnerships can


https://gmk.center/en/infographic/european-countries-granted-e14-6-bln-for-decarbonization-of-the-steel-sector/
https://www.hydrogeninsight.com/industrial/thyssenkrupp-will-run-direct-iron-reduction-plant-on-fossil-gas-longer-than-expected-due-to-high-price-of-green-hydrogen/2-1-1741559?zephr_sso_ott=0DJQM2http://
https://carbonmarketwatch.org/2024/12/06/stop-the-steel-despite-hefty-subsidies-arcelormittal-backpedals-on-decarbonisation/
https://carbonmarketwatch.org/2024/12/06/stop-the-steel-despite-hefty-subsidies-arcelormittal-backpedals-on-decarbonisation/
https://www.nature.com/articles/s41560-024-01492-z
https://ecdpm.org/application/files/3917/3391/3266/The-geography-green-iron-steel-new-opportunities-Europe-North-Africa-ECDPM-Discussion-Paper-382-2024_.pdf
https://ecdpm.org/application/files/3917/3391/3266/The-geography-green-iron-steel-new-opportunities-Europe-North-Africa-ECDPM-Discussion-Paper-382-2024_.pdf
https://www.trademap.org/Bilateral_TS.aspx?nvpm=1%7c%7c42%7c%7c7%7c2601%7c%7c%7c4%7c1%7c1%7c1%7c2%7c1%7c1%7c1%7c1%7c1
https://ieefa.org/resources/menas-opportunity-lead-green-iron-and-steel-transition
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ensure a ‘green from the start’ investment in DRI
technology to avoid technology and infrastructure lock-
in by leapfrogging directly to sustainable industrial
methods. For African countries with existing coal-
powered steel production capacity, such as South Africa,
these partnerships can facilitate the transition to green
production where stakeholders increasingly acknowledge
the need for more sustainable and greener production
approaches. However, capital constraints remain a major
obstacle; hydrogen-driven decarbonisation is viewed
as expensive, and gas imports are viewed as a viable
method to decarbonise ironmaking. The absence of
explicit and secured demand for low-emission products
leads industry players to delay investment decisions
until green hydrogen becomes cheaper and more readily
accessible.

The Simandou mine in Guinea represents a significant
greenfield opportunity to bolster Africa's iron production
infrastructure and expertise. With estimated reserves
exceeding 2 billion tons of high-grade iron ore (Mining
See 2024), Simandou holds immense potential to
reshape green steel dynamics by offering high-grade iron
ore that could rival alternative regions for low-cost green
production, like Brazil and Australia. Notably, the mine's
predominantly Chinese ownership structure carries
geopolitical implications, and strategic agreements with
minority stakeholders could help boost domestic value
addition in Guinea while creating ties for the EU in an
endeavour with great potential to reshape global iron ore
trade.

Overcoming barriers and disincentives

Despite its potential, this opportunity comes with unique
challenges and risks. Steel is a strategic metal, and value
chain interdependencies are complex and subject to
political dynamics. Additionally, African countries face
structural barriers such as inadequate infrastructure,
inefficient logistics, and high capital costs, all of which
require significant policy support to overcome. As
discussed in Chapter 4, strategically planned partnerships
can overcome some of these concerns for specific
projects.

Europe’s steel industry is a sizeable employer, with
300,000 direct jobs and EUR 26 billion in gross value (Lot
and Rgyne 2024). That is only 0.1% of EU employment
(risingto 1.3% if allindirect and induced jobs are included)
(Eurofer_2024a; Eurostat 2025a), for an industry that
produces 5% of the EU’s emissions, and uses 10%

of its industrial energy consumption (Eurostat 2024).
Within the iron and steel value chain, the upstream DRI
processing and HBI production, the part most considered
for strategic relocation, is the least job-intensive.

Agoralndustry estimates that shiftingto greenironimports
could lead to a 4% reduction in direct jobs across the full
value chain, but up to a 16% reduction in steel production
costs (Agora Industry 2024). This is still a significant
labour impact, which should be put into perspective of
a struggling industry with a current capacity utilisation of
around 60% (Eurofer2024b). Successfuldecarbonisation
will require a major restructuring of European steel,
including significant worker reskilling, and it is a priority for
the EU to build green industrial competitiveness, future-
proofing the industry and employment. Lowering costs of
decarbonisation (including through strategic imports of
HBI) could contribute to job preservation in steelmaking
and finishing, where the vast majority of European steel
jobs are located (Karkare and Medinilla 2024). Fear of
de-industrialisation will remain a major factor in European
decision-making, driven by concerns over the market
being flooded by carbon-intensive Chinese iron and steel.
However, cost-effective interconnected geographies
for ironmaking strengthen the EU’s case for green steel
production. The concerns will need to be addressed
through strategic policymaking and stakeholder
engagement in order to find a workable balance between
capital and energy efficiency, job retention, and global
competitiveness.

Green ammonia is the key input for low-carbon nitrogen
fertilisers, but it is also set to play a major role as an
alternative shipping fuel to decarbonise maritime
transport. Similar to the iron and steel sector, producing
green ammonia for all these use cases will require large
volumes of affordably produced green hydrogen.

EU demand for affordable
green ammonia

As the EU seeks to decarbonise its industries, securing
a stable and sustainable supply of ammonia made from
green hydrogen instead of natural gas has become a
strategic necessity.


https://www.miningsee.eu/unlocking-simandou-a-milestone-in-guineas-iron-ore-saga
https://www.miningsee.eu/unlocking-simandou-a-milestone-in-guineas-iron-ore-saga
https://network.bellona.org/content/uploads/sites/6/2024/11/Net-Zero-Pathways-for-European-Steel-2024.pdf
https://network.bellona.org/content/uploads/sites/6/2024/11/Net-Zero-Pathways-for-European-Steel-2024.pdf
https://www.eurofer.eu/assets/publications/brochures-booklets-and-factsheets/european-steel-in-figures-2024/EUROFER-2024-Version-June14.pdf
https://ec.europa.eu/eurostat/statistics-explained/index.php?title=Employment_-_annual_statistics
https://ec.europa.eu/eurostat/statistics-explained/index.php?title=Final_energy_consumption_in_industry_-_detailed_statistics
https://www.agora-industry.org/fileadmin/Projects/2024/2024-15_IND_H2_Value_Chain_Transformation/337_05_IND_Industrial_Value_Chain_Transformation_WEB.pdf
https://www.eurofer.eu/press-releases/european-steel-industry-on-the-brink-the-eu-must-act-now-or-risk-losing-manufacturing-warns-eurofer#:~:text=The%20OECD%20projects%20an%20additional,market%2C%20further%20undermining%20domestic%20production.
https://ecdpm.org/application/files/3917/3391/3266/The-geography-green-iron-steel-new-opportunities-Europe-North-Africa-ECDPM-Discussion-Paper-382-2024_.pdf
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Today, most EU ammonia production relies heavily on
natural gas, much of which is imported from outside the
bloc. This dependency creates economic and geopolitical
vulnerabilities, as was demonstrated at the beginning of
the war in Ukraine. Surging natural gas prices in 2022
directly translated into ammonia price shocks, threatening
fertiliser affordability and food security across Europe.

The European fertiliser industry has committed to the
climate-neutral production of ammonia by 2050. Most
carbon emissions in the industry are caused by the
production of hydrogen as input to ammonia production
(Eertilizers Europe 2023). Decarbonising ammonia
and fertiliser production, therefore, faces similar energy
constraints as iron and steel. Green hydrogen in Europe
today costs nearly three times as much as grey hydrogen,
adding a premium of EUR 4-6 per kg, which far exceeds
what is commercially viable (McWilliams and Kneebone
2024).

With competing demands for clean energy in sectors
where imports are not an option, such as residential
heating and transport, and competing demand for
ammonia as an energy carrier, Europe must strategically
allocate its resources while decarbonising the sector
itself. EU policies acknowledge that it does not have
the renewable energy capacity to be self-sufficient in
green hydrogen and green ammonia production, and
that imports will be needed to complement its domestic
industrial production and decarbonisation. European
member states and institutions, led by Germany, have
led green hydrogen diplomacy, striking deals with a wide
range of countries, including Egypt, Namibia, Morocco,
South Africa, Brazil, and many more (Medinilla_and

Dekeyser 2024).

Localising African fertiliser production

Low-carbon fertiliser presents a major domestic market
opportunity in African countries. With few exceptions,
most African countries today are highly dependent
on imported fertilisers, which are significantly more
expensive than in other regions. Even before the war
in Ukraine, fertiliser prices across Africa were higher
than global averages. In 2022, South African prices of
ammonium nitrate, urea, and phosphate fertilisers were
79% higher than the global average (Gajigo 2022). The
Russian invasion of Ukraine resulted in additional supply
and price shocks for fertilisers in African countries.

Most Sub-Saharan African countries also severely
underapply nitrogen fertiliser, leading to large yield gaps
with other parts of the world. Increasing African fertiliser
consumption is also crucial to limit land use change
emissions (Dekeyser and Medinila_2024). Developing
local ammonia production and expanding fertiliser
manufacturing in Africa could substitute expensive
imports, improve food self-sufficiency, and strengthen
domestic agricultural productivity.

The case for collaboration

The challenge Europe faces today is to strategically
design its future ammonia trade flows and shape
diverse and secure supply chains in a context where the
commercial viability of green hydrogen consumption is
still a couple of years away. As Africa looks to develop
domestic fertiliser production to substitute expensive
imports and close its food self-sufficiency gap, several
African countries are also particularly well-placed to serve
both to EU and African demand for green molecules.
This presents an opportunity to build mutually beneficial
industrial partnerships, where Europe guarantees long-
term demand and investment support, while African
countries provide cost-competitive production of green
ammonia, while also growing the domestic or continental
market for low-carbon fertilisers. The latter would be
supported by the AfCFTA.

Combining import substitution, increased domestic
consumption, and export potential will not only
strengthen the investment case through diversification,
but it can make these investments more politically
attractive, especially since they combine export revenues
with agricultural transformation and food self-sufficiency
outcomes.

While several African countries, including Egypt and
Namibia have already signed agreements to export
green ammonia to Europe, countries in the Middle East,
(Central) Asia, and Latin America are also positioning
themselves to become large-scale green hydrogen
and ammonia exporters. Since Europe has an interest
in diversifying imports, African countries offer both
commercial and geopolitical opportunities.

Commercially, (North) African countries have some of
the lowest projected levelised cost of hydrogen, meaning
that technically, they can produce at highly competitive
rates. North Africa’s proximity to Europe makes it well


https://www.fertilizerseurope.com/wp-content/uploads/2023/11/Ammonia-Roadmap-Fertilizer-Europe-FINAL-Sept-22-2023-merged.pdf
https://www.bruegel.org/analysis/lessons-european-unions-inaugural-hydrogen-bank-auction#:~:text=The%20cost%20of%20producing%20renewable,for%20the%20most%20competitive%20projects.
https://www.bruegel.org/analysis/lessons-european-unions-inaugural-hydrogen-bank-auction#:~:text=The%20cost%20of%20producing%20renewable,for%20the%20most%20competitive%20projects.
https://ecdpm.org/work/Green-hydrogen-the-future-of-African-industrialisation
https://ecdpm.org/work/Green-hydrogen-the-future-of-African-industrialisation
https://afripoli.org/the-impact-of-fertilizer-prices-on-africa#:~:text=Even%20before%20the%20outbreak%20of,equivalents%20in%202019%20and%202020.
https://ecdpm.org/application/files/6117/3918/9852/African-green-hydrogen-_Using-sustainable-fertilisers-for-industrial-agricultural-development-Morocco-Egypt-_Kenya-ECDPM-Discussion-Paper-2024.pdf
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placed for developing an interconnected hydrogen
economy, combining pipeline and maritime exports with
an established fertiliser industry and a growing green
industrial base. European investments in African green
ammonia production can also ensure a strong stake in a
future growth market for green fertilisers.

Geopolitically, partnering with African countries allows
Europe to leverage strong existing trade relations with
direct neighbours and further diversify their supply,
avoiding increasing dependence on a small number of
suppliers. If well managed, African green ammonia can
therefore play an important stabilising role in Europe’s
long-term energy security, accelerate the transition away
from grey ammonia in European fertiliser production,
while providing a much-needed boost to African domestic
fertiliser markets and food self-sufficiency.

From potential to production

Many African countries havethe potentialtoproduce green
ammonia at competitive rates, yet the conditions and
opportunities vary significantly. North African countries
are especially well placed due to their proximity to Europe
and existing fertiliser industries. Egypt, for example, is
looking to become a supplier of both green and blue
ammonia, targeting exports, domestic manufacturing,
and bunkering fuels. Morocco's export-oriented fertiliser
industry means it can use green ammonia to supply both
regional and international markets. Countries like Kenya
and South Africa, in turn, may focus more on import
substitution for domestic markets and expansion into
regional African markets for affordable and low-carbon
nitrogen fertiliser.

One of the key elements for Morocco’s industrialisation
approach is engaging and empowering the private sector,
and supporting the adoption of renewable energy and
the implementation of low-carbon industrial practices.
The country's favourable policy landscape and sustained
government support for renewable energy infrastructure
have been instrumental in creating the enabling

conditions for significant private sector investments.
Morocco’s fertiliser exports already constitute around
16% of the country’s total exports, with only 13% destined
for the EU (Erixon 2023). Recently, Morocco’s largest
domestic fertiliser producer, OCP Group, announced
an ambitious strategic investment to expand fertiliser
production capacity by 9 million tons annually by 2028,
with production powered entirely by renewable energy
sources, meeting the growing global demand for
sustainable fertilisers (Hesspress 2025). Such strategic
decision-making and policy alignment in African countries
can translate into large-scale industrial development
when incentives and objectives are effectively aligned.
In Morocco's case, this investment not only supports the
strategic goal of developing an internationally competitive
(export-oriented) hydrogen sector but also addresses
other critical interests, such as enhancing water security
through increased desalination capacity.

However, these opportunities do not come without
challenges. Africa’s infrastructure gaps remain a
significant hurdle, with many countries requiring large-
scale investments in renewable energy capacity,
electrolysers, and port infrastructure to support the
expansion of green ammonia production. Addressing
these gaps will be essential to ensuring a reliable and
competitive supply for both markets, while combining
exports and local use will be necessary to maximise
socio-economic benefits for African communities and
establish a strong social and political license to operate.

The current context, characterised by the evolving EU
competitiveness and climate policies, the economic
uncertainties generated by the US, and the proliferation
of large-scale signature deals makes it essential to pre-
emptively address the barriers for making competitive
interdependence a viable option.

In light of these developments, it is not enough to merely
articulate the potential of mutual beneficiation, it is also
crucial to anticipate and mitigate the arguments that may
be raised by both EU and African stakeholders regarding
the risks involved in such a partnership.


https://www.bertelsmann-stiftung.de/fileadmin/files/BSt/Publikationen/GrauePublikationen/PolicyPaper_CBAM_Ecipe.pdf
https://en.hespress.com/106629-ocp-nutricrops-announces-strategic-investment-to-increase-fertilizer-production-capacity-by-9-million-tons-by-2028.html?utm_medium=Referral&utm_source=chatgpt.com
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3. Navigating the trade-
offs of a green industrial
reconfiguration

Energy dependencies are inevitable, and the EU must
choose between proactively shaping them or accepting
the consequences of inaction. Fears of job loss can be
mitigated through strategic transition management and
re-skilling programs, and job creation in new sectors in
the context of broader regional economic diversification.
An inward-only energy strategy is neither practical nor
economically viable, making external partnerships
essential. Green energy diplomacy and industrial
partnerships are not just about securing the EU's energy
future, they are an opportunity for building a sustainable
and mutually beneficial economic relationship that
supports industrial growth, job creation, decarbonisation,
and stability on both continents. It is a strategic shift that
would need to be managed responsibly for both regions
to benefit.

Industrial partnerships are a strategic opportunity for
Africa, large-scale industrial investment can help drive
the expansion of Africa’s renewable energy infrastructure,
providing the financial stability needed to improve
electricity access. Africa’s industrial future should also
not be dictated by external interests alone or merely left
to markets to develop on their own, but driven by explicit
African strategy and agency, and co-developed with
partners where interests align. De-risking investment
through targeted financial mechanisms, long-term offtake
agreements, and policy coordination can help African
countries overcome financing barriers and lower capital
costs. For Africa, this is about leveraging international
partnerships to strengthen and diversify Africa’s industrial
and economic base while simultaneously strengthening
ties with their northern neighbours by supporting Europe’s
own energy needs.

This chapter looks at key concerns and (perceived)
trade-offs for the EU and Africa. It should be noted that
both regions can and will have other partnerships for
green industrialisation, and the selection of opportunities
for collaboration should first and foremost be rooted in
mutual benefits.

The concept of accepting energy dependencies in
the EU can seem daunting, but the reality is that they
already exist and are unavoidable in the future. Whether
the energy source is fossil fuels (gas, oil, or coal), or
renewables, in the short- and medium-term the bloc is
unable to be entirely energy self-sufficient, without major
consequences to its economy. The EU currently imports
85% of its natural gas, relying heavily on LNG from the
US and Qatar and pipelines from Norway, Algeria, Libya,

and Azerbaijan (Strategic Perspectives 2024a).

Fossil fuel dependence keeps European energy prices
high and susceptible to price shocks. The most viable path
forward for energy affordability and security, therefore,
is renewable energy and decarbonisation. Unlike fossil
fuels, renewable energy and intermediary products have
diverse actors and ownership structures that are more
open to the market, allowing for greater buyer power
and security against political shifts. But even if the EU
had unlimited time and financial resources, it may not
be economically viable for the region to supply all of its
renewable energy needs independently.


https://strategicperspectives.eu/eu-gas-insight/#sec_8
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As a highly industrialised region, the EU faces
geographical, permitting and zoning, and climate
constraints that make large-scale renewable energy
deployment a costly and time-consuming process.
Multiple sectors, such as transport and residential
power, will be competing for scarce clean energy. And
some priority sectors (notably residential heating)
will require that energy generation be located close to
locations of use to avoid high transmission losses. That
means the energy needed for industrial decarbonisation
cannot be both fully and affordably met by renewable
energy from domestic generation alone and will require
imports of electricity, hydrogen, and low-carbon goods to
complement domestic renewables.

As the EU seeks to secure its industrial transition through
large-scale state aid, incentives, and protections,
international partnerships can help maximise the
efficiency of decarbonisation by complementing
domestic efforts, managing competing demands on
clean energy, and enabling a more strategic and targeted
use of subsidies. By integrating external sources of low-
carbon energy, hydrogen, and industrial goods, the region
can reduce pressure on its own renewable capacity while
ensuring that public support is directed where it delivers
the greatest economic and climate impact.

A common argument against strategic industrial
partnerships with third countries is that they would
offshore industrial activities, lead to job losses and de-
industrialisation in industries that are already struggling.
This view overlooks important nuances. First, green
industrial reconfiguration should only be considered
if there is an economic and/or geopolitical rationale,
such as in the value chains described above. Second,
concerns over direct job losses often fail to consider the
downstream job potential in green industrial supply chains
as well as a counterfactual scenario in which the industry
fails to decarbonise. Many energy- and carbon-intensive
activities (e.g., ironmaking) are not labour-intensive, in
absolute and relative terms, and employment in these
sectors has been steadily declining. Overall, downstream
manufacturing of metal products provides much higher
employment relative to the value-added compared to the
manufacture of basic metals (Eurostat 2025b).

For European industries to tap into the growing demand
for low-emission products, and preserve and strengthen
industrial competitiveness and employment in these
downstream sectors, the entire supply chain must be
decarbonised.

Third, industrial decarbonisation entails a fundamental
reconfiguration of production processes, which often
requires different skills. As new activities and inputs are
integrated, not all the workers who powered conventional
production processes would be immediately suitable to
operate the green processes. Finally, as with all major
economic shifts, the political challenge is to ensure that
the transition is fair and socially supported, minimising
disparities, as opposed to trying to stop an unavoidable
transition in its tracks or leaving it fully to market forces.
As Europe moves away from a carbon-centric economy,
new jobs and reskilling efforts must be prioritised as part
of this crucial challenge. Lessons can be drawn from
past transition experiences, such as in the UK in the
1980’s, where a plant facing closure offered its workers
generous financial support and training to positive results
— smoothing the transition for employees and avoiding
much of the opposition from the broader community
(Harris 2024).

This is not to say that job displacement concerns
should be dismissed: industrial transitions always carry
the risk of social disruption. It is important to note that
such a transition is already occurring due to a decline
in traditional heavy industries and rise in digital and
advanced manufacturing. The key is not in preventing
the change, but in being deliberate about the transition
to create own advantages (rather than being merely on
the receiving end of market-driven trends) and managing
it responsibly to avoid the risks and costs of job losses in
these industries and create future opportunities for those
who are affected.

For African countries, the economic case for investing
in green, energy-intensive industries is strong: large-
scale industrial operations are essential to make energy
infrastructure investments viable across the continent.
Yet investment in renewable energy for industrial use is
often portrayed as being in conflict with efforts to address
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energy poverty, the argument being that industrial energy
demand competes with the needs of underserved retalil,
and the more than 600 million people in Africa who still
lack access to electricity.

This zero-sum framing, however, overlooks a more
complex reality: unmet retail demand does not
automatically translate into a bankable investment
opportunity. Most off-grid and mini-grid energy solutions
still rely on sustained public subsidies, concessional
finance, or philanthropic support to be viable. Moreover,
fragmented local currency-denominated retail demand
is difficult to financially aggregate into a manageable,
investable business case.

In contrast, industrial anchor demand can provide the
scale, stability, and foreign exchange revenue needed
to drive large-scale investment in renewable energy
generation and grid infrastructure. Long-term, forex-
denominated demand from industry can help de-
risk projects and justify investments that exceed the
immediate needs of export-oriented production, enabling
capacity to serve domestic industry and household
demand as well. Strengthening utility balance sheets
and expanding tax revenues through such investments
also creates the fiscal space to support social objectives,
including subsidised electricity access.

While industrial anchor demand is necessary, it is not a
silver bullet for domestic and regional development or
energy access. Targeted policies and regulations are
needed to ensure industrial investments contribute
to broader energy system development and inclusive
growth. In this context, aligning industrial energy demand
with local and regional manufacturing, for instance, using
green ammonia for fertiliser production, can amplify both
economic and social benefits.

Many African countries aspire to grow their industrial and
manufacturing sectors and output. Yet global demand
for African products is mainly for primary materials,
energy, and energy carriers, which can result in one-
sided, extractive, and fragile relationships, reminiscent of
colonial-era trade in precious metals.

This fear is not unfounded. In 2022, European countries
suddenly needed to diversify their supply of natural gas.
The sudden rush to source African gas and accelerate

African green hydrogen development to serve European
energy security drove an increase in LNG investments
in Africa and a somewhat chaotic ‘hydrogen diplomacy’
by EU member states driven by fear of industrial
energy shortages (Medinilla_and Dekeyser 2024). LNG
investments in particular are often cited as potentially
problematic, with a risk of oversupply as early as 2027
(Strategic Perspectives 2024b; Runciman 2024), which
can lead to stranded assets and a slowdown of green
transition (Vazi, Bridle, and Geddis, 2024).

While green hydrogen production holds the potential to
be both more versatile and future-proof than fossil fuels,
this outcome is not guaranteed. In the race to attract
foreign direct investment and foreign exchange revenues,
many African countries have built their hydrogen
strategies around a narrow export-oriented model, often
replicating the logic of fossil fuel markets. This approach
risks instrumentalising African countries to meet external
energy demands, reinforcing extractive patterns without a
clear pathway to the broader economic diversification and
structural transformation that is urgently needed. At the
same time, global demand for green hydrogen remains
far more uncertain than fossil fuels, further increasing
exposure to market and investment risks.

While they risk it, hydrogen and green energy economies
do not necessarily have to replicate extractive patterns.
African countries should manage and balance three
things to avoid this.

First, green industrial initiatives should be designed to
serve both export and domestic or regional demand. For
instance, green ammonia production could help reduce
Africa’s heavy reliance on fertiliser imports, while export
demand can lower the cost of capital and strengthen
the investment case. Diversifying markets and off-take
agreements also reduces exposure to price and currency
shocks and enhances local agency over industrial
development.

Second, projects must be designed inclusively from
the outset, with specific attention to environmental
safeguards, job creation, skills development, technology
transfer, and supporting energy access. A mutually
beneficial relationship between industrial projects and
local communities reduces operational and political risks,
strengthens the social licence to operate, and increases
the chances of project success and broader economic
development outcomes (Altenburg and Assmann 2017;
UNEP 2018; Dare, Schirmer and Vanclay 2014).
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Third, African agency must shape industrial strategies, not
just European orotherglobalinvestorinterests. Advancing
African interests requires African leadership. National
and continental strategies, such as Agenda 2063 and
the green industrialisation vision outlined in the Nairobi
Declaration, provide essential direction. Multi-stakeholder
initiatives like the Africa_ Green Industrialisation Initiative
(AGlII), the Accelerated Partnership for Renewables in
Africa (APRA), and the Alliance for Green Infrastructure
in_Africa (AGIA) are grounded in this vision, with active
involvement from both African and international partners
to support systemic, integrated implementation.

Many African locations may have an intrinsic potential to
be globally competitive in the production of green inputs
and industrial products, yet in practice, the investment
case is often weighed down by real and perceived risks.
Today, the Weighted Average Cost of Capital (WACC) for
African power projects is on average three times higher
than in Western countries (CATF 2024), slowing down
electrification and industrialisation.

Even if the intrinsic economics of clean energy and
hydrogen suggest structural advantages and strong pull
factors for investment in energy-intensive industries
across Africa, renewable-rich countries often struggle to
effectively leverage these assets in practice. Forexample,
a recent study by Agora Industry (Agora Industry 2024)
found that the country-specific WACC of hydrogen
projects in Mauritania nearly doubles the projected cost
per kilogram, making it more expensive than in Germany.
This can make green hydrogen projects appear as a mere
theoretical opportunity.

At the same time, the very industrial collaboration
proposed can contribute to overcoming these drawbacks
and address the risk perception premium for African
economies. Industrial partnerships can help shape the
financial structures that mitigate these risks and thus
reduce the cost of capital. Mechanisms like long-term
offtake agreements can reduce financial vulnerability,
while securing stable supply chains, and forex-
denominated demand can reduce exchange rate risks.
From the European perspective, linking investment
financing to procurement agreements not only ensures
the stable supply of the EU green imports but also creates
a viable alternative to the dominant global industrial
competitors.

In the short term, however, this will require targeted
de-risking measures and the creation of favourable
conditions for commercial partnerships critical backbone
infrastructure and industrial policies that prioritise green
industrial value chains. It calls for a systemic approach
that simultaneously addresses the business environment
for large-scale industries, cross-cutting infrastructure
challenges, and project-specific risks and opportunities.
This is no small task, but the stakes are too high, and the
opportunities too significant, to accept the status quo.

Countries like South Africa have made significant
progress in shaping investments in clean energy, despite
debt and energy crises surrounding the national utility
ESKOM. Introduced in 2010, South Africa introduced
the Renewable Energy Independent Power Producer
Procurement Programme (REIPPPP) as an urgent
intervention to increase the country’s energy capacity
(DMRE 2024). The programme attracts energy capacity
development from the private sector, through market
accessandstable, long-termpower purchase agreements
(Eberhard & Naude 2017). By 2024, investments in
Independent Power Producers (IPPs) had reached USD
15 billion, resulting in 95 renewable energy projects that
collectively contributed over 7 GW to the national grid
(Ramokgopa 2024). However, the framework faced
critical challenges that initially slowed progress, including
intermittent procurement windows and contract delays.
Businesses and industries also encountered restrictions
connecting their generation systems. Significant shifts in
the execution of the framework, such as lifting licensing
requirement thresholds, fast-tracking approvals and
registration, and enabling more surplus resale to the
grid, have accelerated South Africa’s renewable energy
development (Ramaphosa 2023). This highlights the
critical importance of country-specific renewable energy
policies and regulations in shaping the pace and scale
of energy transitions. Tailored regulatory frameworks
that address national contexts such as public finance
limitations and private sector barriers, are key to unlocking
the full potential and successful implementation of clean
energy projects.

At the same time, many countries face formidable
challenges and financing gaps. The financing gap for
large-scale infrastructure projects in Nigeria remains
substantial, with the country’s power sector still deeply
dysfunctional due to an unreliable grid, inefficient
distribution companies, and ongoing liquidity challenges
(World Bank 2023). Macroeconomic instability, including
fiscal imbalances, rising debt, low revenues, and
high inflation, further impede economic growth and
developmentand complicate the task of scalingrenewable
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energy and green industries (AfDB 2024). However, the
country has made notable progress, demonstrating the
potential of the right policy measures and investment
in transforming its energy and industrial sectors. One of
the most significant advancements is the establishment
of the Electricity Transition Plan implementation office,
which has helped raise over USD 3.6 billion for projects in
solarIPPs, gas flare commercialisation, and decentralised
renewable energy solutions (SEforALL n.d).

Dismissing Africa on the basis of historical project
development challenges ignores the real progress

already underway in green industrialisation. Overcoming
the challenges that have driven underinvestment in Africa
is not only possible, but it is also firmly in the EU’s long-
term strategic interest.

The next and final chapter sets out a Call to Action
for relevant stakeholders, outlining key priorities for
coordinated, systemic action to make competitive
interdependence a reality.

4. A call to action for
iIndustrial and energy

cooperation

The changing economics of renewable energy are an
opportunity to rebuild industrial partnerships between
Europe and Africa. Targeted investments in clean
energy and green industries in African countries can
help accelerate decarbonisation, build bigger markets,
and create a basis for an interconnected green industrial
geography.

The time to do this is now. Europe’s energy security will
depend on its ability to access large amounts of clean
energy, while its industrial competitiveness is tied to
its ability to lead in low-carbon industries and clean
tech manufacturing. African countries are not only well
placed as renewable energy partners, but also offer a
clear opportunity for green energy-hungry and hydrogen-

intensive industries, as they industrialise and integrate
through the AfCFTA.

A collaborative approach that prioritises mutual green
industrial growth and market access for African industries
will benefit both Europe and Africa. The alternative
scenario for both continents is less desirable. High
European energy prices may lead to a further slow
decline of key industries and a deepening dependence
on China and the United States, while the absence of
structural investments in African green industries will lead
to a further gap between the continent and advanced
economies and delay progress towards a clean industrial
future.
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The geopolitical and commercial case for green industrial
partnerships may be clear, the way to get there is
not. Opportunities for industrial cooperation between
Europe and African countries are masked by European
sensitivities around the relocation of industrial activities,
but also African concerns around extractive trade
relations and unmet prior investment commitments. In
Europe particularly, the risk of an inward-looking industrial
decarbonisation is strong. EU policies like the Clean
Industrial Deal recognise the importance of international
partnerships, but fall short of offering the tools to effectively
redraw Europe’s industrial value chains.

Unlocking this full potential requires reframing the
discussion on industrial cooperation. In Europe, green
industrial partnerships with African countries should
be seen not as a threat to existing production centres,
but as a strategic opportunity to enhance long-term
competitiveness, supply chain resilience, and trade in
green inputs. In African countries, green industrialisation
should be designed and driven not as a reaction to
global demand, but as a forward-looking development
strategy—one that builds new capabilities, creates higher
value-added industries, and taps into growing global
demand for low-carbon goods and materials.

Realising green industrial partnerships between Europe
and African countries takes more than aligned interests—
it requires concrete and coordinated action to create the
right conditions for investment, innovation, and long-term
cooperation. No single policy orinitiative can unlock the full
potential of green industrial partnerships. A wait-and-see
approach will stall progress and risk a prolonged standstill.
What is needed is a coherent strategy that simultaneously
aligns trade, industrial policy, just transition, energy
planning, climate ambition, and international finance.
This chapter outlines three categories of policy, regulatory,
financial, and diplomatic levers needed to move from
ambition to implementation.

Creating enabling conditions within
and between African countries

For green industrial investment to take root in African
countries, the domestic and regional environment must
support long-term, large-scale capital deployment. This
includes:

Establishing investor-friendly policy frameworks
- Predictable and transparent policy environments are
critical to attracting industrial investors. This requires
country-specific reforms that may address land
ownership, foreign exchange controls, visa regimes for
skilled foreign workers, and strengthened rule of law
and contract enforcement mechanisms.

Accelerating energy system planning and
regulatory reform - Green industrialisation depends
on access to reliable and affordable energy. This
calls for integrated energy system planning, both for
grid-connected and captive power, and regulatory
reforms that enable independent power producers
(IPPs), leverage regional power pools, and support
investment-friendly tariff structures. Planning for
supply and generation must go hand in hand with
industrial demand; doing one without the other will fail
to create viable investment cases.

Improving trade conditions for green industrial
exports - African green industrial producers need
predictable and transparent access to global markets,
but also to regional ones. This requires streamlining
export procedures, reducing non-tariff barriers, and
ensuring alignment with international standards on
technology and sustainability.

Positioning green industrialisation as a core
objective of the AfCFTA - The African Continental
Free Trade Area (AfCFTA) is a unique lever for
regional value chain development. Embedding green
industrialisation into its protocols and implementation
frameworks - particularly around investment,
competition, and digital trade - can help align national
strategies with a continent-wide industrial vision.



COMPETITIVE INTERDEPENDENCE:

A New Era for Europe-Africa Industrial and Energy Cooperation 24

Creating a European toolbox for Cross-
Border Industrial Value Chains

Recalibrating the EU’s policy instruments to achieve its
climate targets through the support of cross-border green
value chains will be critical. This includes:

Aligning internal climate investments with a
long-term vision of strategic interdependence
- Achieving the EU’s climate targets will require
large-scale deployment of renewables, climate-
resilient infrastructure, and a strong internal market

help build trust and momentum. Bilateral Clean Trade
and Investment Partnerships can be a tool to structure
such investments.

Bridging internal and external industrial policies
- Europe’s domestic decarbonisation efforts, through
instruments like the Clean Industrial Deal, Steel
and Metals Action Plan, but also the planned EU
Competitiveness Fund, should be better connected to
its external investment architecture.

for low-carbon products. Europe must recognise that
international cooperation is vital, not only for climate
goals but also for resilient, competitive supply chains.
Strengthening industrial partnerships with African
countries will be key to building a low-carbon, future-

Defining a shared direction of travel

Long-term industrial partnerships require more than
projects, they need a shared vision that gives direction to
public and private actors alike. This includes:

ready economy based on mutual benefit and strategic
interdependence.

Ensuring meaningful market access for African
green industrial goods - Predictable demand is
essential for investment in Africa’s green industrial
base. This includes working towards stable off-take
agreements and procurement mechanisms that offer
confidence to African producers of low-carbon goods
and their investors.

Making CBAM a driver of international
decarbonisation — To achieve its external goals,
CBAM must be implemented with transparency,
predictability, and fairness, while addressing existing
design gaps. Maintaining the current phase-in timeline
and phasing out free allowances under the EU ETS,
while including indirect emissions in all covered
sectors will be essential, together with including
upstream products like coke and limestone. Also,
creating common grounds of understanding through
links with European investments, knowledge sharing
and information exchange can showcase the external
benefits of CBAM-covered trade.

Targeted investments to showcase the potential
of cross-border value chains - Demonstrating
what’s possible through early flagship projects can

Setting a long-term ambition for green industrial
cooperation - Political clarity and commitment are
key to building momentum. High-level diplomatic
moments, such as the EU-AU Summit, the G20,
and COP30 in 2025, offer platforms to articulate a
joint agenda and embed green industrialisation in the
broader partnership narrative.

Financial innovation and risk sharing - Competitive
green industrialisation in Africa hinges on access to
affordable finance. De-risking instruments, blended
finance models, and concessional capital should be
scaled and targeted towards projects that build cross-
border value chains and unlock private investment
whilst green industrial investment must be considered
in reforms to the international financial architecture,
MDBs, and sovereign debt architecture.

Harmonising standards and mutual recognition
frameworks - Harmonised standards for technology
and sustainability and metrics for “green” goods are
essential to ensure African producers can compete
in global markets. These standards should be set in a
coordinated manner, based on strong MRV systems
and recognising the unique conditions of developing
countries while maintaining the standards’ high
environmental performance.



COMPETITIVE INTERDEPENDENCE:

A New Era for Europe-Africa Industrial and Energy Cooperation 25

References

AfDB. 2022. African Economic Outlook. Abidjan: African
Development Bank (AfDB).

AfDB. 2024. Program: Economic Governance And
Energy Transition Support Program (EGET-SP) Phase
I. Country: Federal Republic Of Nigeria. Abidjan: African
Development Bank (AfDB).

Africa Check. 2025. What is the main source of power in
Kenya? Johannesburg: Africa Check

Agora Industry. 2024. Industrial value chain
transformation. Renewable hydrogen as an enabler of a
just global energy transition. Berlin: Agora Industry.

Altenburg, T., and Assmann, C. 2017. Green Industrial
Policy. Concept, Policies, Country Experiences. Geneva,
Bonn: UN Environment; German Development Institute
/ Deutsches Institut fir Entwicklungspolitk (DIE).

Ambani, B. Hydrogen plants to get tax breaks with SEZ
status in drive to boost green energy. Nairobi: Business
Daily Africa.

Basirat, A. 2025. MENA's opportunity to lead the green
iron and steel transition. Valley City: Institute For Energy
Economics and Financial Analysis.

Beecham, E.O. and lberi, D. 2024. Kenyans applaud
government on electricity provision, but many rural

and poor households still lack access to the grid.
Afrobarometer Dispatch No. 892. Accra: Afrobarometer.

Bellona. 2021. Consultation Response — Carbon Border
Adjustment Mechanism. Brussels: Bellona Europa.

Business Europe. 2024. Energy and climate transition:
How to strengthen the EU’s competitiveness. Brussels:
Business Europe.

Byiers, B. and Medinilla, A. 2024. The EU’s Carbon
Border Adjustment Mechanism and developing
countries: Threats, opportunities and strategic
responses. Maastricht: ECDPM.

CAP-A. 2024. Climate Positive Growth - towards
sustainable global prosperity. Nairobi: Climate Action
Platform Africa (CAP-A).

CATF. 2024. High capital costs are stalling clean energy
investment across Africa, new report finds. Rotterdam:
Clean Air Task Force (CATF).

Dare, M. (Lain), Schirmer, J., and Vanclay, F. 2014.
Community engagement and social licence to operate.
Impact Assessment and Project Appraisal, 32(3),
188-197. Tasmania: University of Tasmania.

Dejonghe, M. et al. 2023. From natural gas to hydrogen:
Navigating import risks and dependencies in Northwest
Europe. Energy Research & Social Science, Volume
106. Amsterdam: Elsevier.

Dekeyser, K. and Medinilla, A. 2024. African green
hydrogen: Using sustainable fertilisers for industrial and
agricultural development in Morocco, Egypt and Kenya.
Maastricht: ECDPM.

DMRE. 2024. Independent Power Producers
Procurement Programme (IPPPP). Provincial Overview
as at End June 2024. Pretoria: Department of Mineral
Resources and Energy, South Africa

Eberhard, A. and Naude, R. 2017. The South African
Renewable Energy IPP Procurement Programme.
Review, Lessons Learned & Proposals to Reduce
Transaction Costs. Cape Town: University of Cape Town

Enerdata. 2024. Share of electricity in total final energy
consumption. World Energy and Climate Statistics -
Yearbook 2024. Electricity. Grenoble: Enerdata.

Erixon, F. et al. 2023. The Carbon Border Adjustment
Mechanism (CBAM) and Its Border Effects: How Can
Europe Become a Better Neighbour?. Gutersloh:
Bertelsmann Stiftung.

Eurofer. 2024a. European Steel in Figures. Brussels:
Eurofer.



COMPETITIVE INTERDEPENDENCE:

A New Era for Europe-Africa Industrial and Energy Cooperation 26

Eurofer. 2024b. European steel industry on the brink:
the EU must act now or risk losing manufacturing, warns
EUROFER. Brussels: Eurofer.

European Commission 2024. The future of European
competitiveness. Part A: A competitiveness strategy for
Europe. Brussels: European Commission (EC).

European Commission. 2022. REPowerEU Affordable,
secure and sustainable energy for Europe. Brussels:
European Commission.

Eurostat. 2024. Final energy consumption in industry
- detailed statistics. Statistics Explained. Luxembourg:
European Statistics.

Eurostat. 2025a. Employment - annual statistics.
Statistics Explained. Luxembourg: European Statistics.

Eurostat. 2025b. Businesses in the manufacturing
sector. Statistics Explained. Luxembourg: European
Statistics.

Fertilizers Europe. 2023. Roadmap for the European
Fertilizer Industry. Utrecht: Fertilizers Europe.

Fouquet, R. 2016. Historical energy transitions: speed,
prices and system transformation. Energy Research &
Social Science. London: Grantham Research Institute
on Climate Change and the Environment, London
School of Economics and Palitical Science.

Gajigo, 0. 2022. The Impact of Fertilizer Prices on Africa.

Berlin: Africa Policy Research Institute.

Gavin, G, 2025. EU ‘ready to negotiate’ with Trump on
boosting gas imports. News article. Brussels: Politico.

Goke, L et al. 2023. European Power Sovereignty
Through Renewables by 2030. Executive Summary.
Hamburg: Aquila Group.

Harris, A. 2024. We have to do better by steelworkers —
and it has been done before. London: The Canary.

Hesspress. 2025. OCP Nutricrops announces strategic
investment to increase fertilizer production capacity by 9
million tons by 2028.

Humpert, M, 2025. EU Fails to Act on Russian LNG As
Some Member States Discuss Restart of Gas Imports
After War. News article. Brussels: High North News.

Kenya News Agency. 2025. Naivasha special economic
zone begins to take shape. Nairobi: Kenya News Agency.

IEA. 2022. Africa Energy Outlook 2022. Paris:
International Energy Agency (IEA).

IEA. 2023. Towards hydrogen definitions based on their
emissions intensity. Paris: International Energy Agency
(IEA).

IEA. 2024. Global Hydrogen Review 2024. Paris:
International Energy Agency (IEA).

International Aluminium. 2024. Aluminium Sector
Greenhouse Gas Emissions for 2023. London:
International Aluminium Institute.

ITA. 2024. Kenya Country Commercial Guide.
Washington, DC: International Trade Administration
(ITA).

ITC. 2025. Trade Map. Switzerland: International Trade
Centre (ITC).

Karkare, P. and Medinilla, A. 2024. The geography of
green iron and steel: New

opportunities for Europe and North Africa. ECDPM
Discussion Paper no. 382. Maastricht: ECDPM.

Lebdioui A. Survival of the Greenest: Economic
Transformation in a Climate-Conscious World.
Cambridge University Press; 2024.

Liu, J. 2025. Maghreb Steel plans new green steel
production project. Kaohsiung City: Yieh Corp.

Lot, B. and Rayne, F. 2024. Net-Zero Pathways for
European Steel. Brussels: Bellona Europa.

Lovisolo, M. and Whiriskey, K. 2021. Cannibalising
the Energiewende? 27 Shades of Green Hydrogen.
Brussels: Bellona Europa.

Martin, P. 2025. Thyssenkrupp will run direct iron
reduction plant on fossil gas 'longer than expected'
due to high price of green hydrogen. Oslo: Hydrogen
Insights.

McWilliams, B. and Kneebone, J. 2024. Lessons from
the European Union’s inaugural Hydrogen Bank auction.
Brussels: Bruegel.



COMPETITIVE INTERDEPENDENCE:

A New Era for Europe-Africa Industrial and Energy Cooperation 27

Medinilla, A. and Dekeyser, K. 2024. Green hydrogen:
The future of African industrialisation?. Maastricht:
ECDPM.

Mining See. 2024. Unlocking Simandou: A milestone in
Guinea's iron ore saga. Belgrade: Mining See.

Oqubay, A. 2024, Green Industrial Policy and
Industrialisation in Africa. SARChI Industrial

Development Working Paper Series WP 2024-02.
Johannesburg: SARChI Industrial Development,
University of Johannesburg.

Oxford Economics. 2019. The Impact of the European
Steel Industry on the EU Economy. London: Oxford
Economics.

Ramaphosa, C. 2023. Let us maintain the momentum
to end loadshedding. Pretoria: The Presidency of the
Republic of South Africa.

Ramokgopa, K. 2024. Minister Kgosientsho
Ramokgopa: Media briefing on Independent Power
Producer Programme. Media briefing. Pretoria:
Department of Mineral Resources and Energy, South
Africa.

Runciman, J. 2024. Risks mount as World Energy
Outlook confirms LNG supply glut looms. Valley City:
Institute For Energy Economics and Financial Analysis.

Ruto, W. S. 2024. Remarks by his excellency William
Samoei Ruto, PhD., C.G.H. President of the Republic
of Kenya and Commander-in-Chief of the Defence
Forces at the breakfast meeting on the Africa Green
Industrialisation Initiative (AGlI). Press release. Nairobi:
Republic of Kenya.

Sandbag. 2024. A closer look at 2023 emissions:
steelmaking caused a quarter of industry pollution.
Brussels: Sandbag.

SEforALL. n.d. Nigeria Energy Transition and Investment
Plan. Vienna: Sustainable Energy for All (SEforALL).

Strategic Perspectives. 2024a. EU Gas Insight.
Brussels: Strategic Perspectives.

Strategic Perspectives. 2024b. EU Gas Insight —
Planning the EU gas phase-out by 2040. Brussels:
Strategic Perspectives.

Tamellini, L. 2024. Stop the steel: Despite hefty
subsidies, ArcelorMittal backpedals on decarbonisation.
Brussels: Carbon Market Watch.

Tarasenko, A. 2024. European countries granted €14.6
bIn for decarbonization of the steel sector. Kiev: GMK
Center.

UNEP. 2018. Trade in environmentally sound
technologies: Implications for Developing Countries.
Nairobi: United Nations Environment Programme
(UNEP).

Vazi, B. Bridle, R. and Geddis, A. 2024. A Precarious
Pursuit. Europe's dash for liquefied natural gas in
Africa puts European company profits over African
state interests. Winnipeg: International Institute for
Sustainable Development.

Verpoort, P. C. et al. 2024a. Transformation der
engerieintensiven Industrie. Wettbewerbsfahigkeit durch
strukturelle Anpassung und grine Importe. Potsdam:
Kopernikus-Projekt Ariadne.

Verpoort, P. C. et al. 2024b. Impact of global
heterogeneity of renewable energy supply on heavy
industrial production and green value chains. Nature
Energy, 9(4), 491-503. London: Springer Nature
Limited.

World Bank. 2023. Technical Note 2 : Igniting Economic
Growth by Reforming Nigeria’s Power Sector (English).
Washington, D.C.: World Bank Group.



COMPETITIVE INTERDEPENDENCE:

A New Era for Europe-Africa Industrial and Energy Cooperation 28

Endnotes

1Throughout this paper, references to “Europe and

Africa” (or “European and African countries”) are used
as a shorthand to describe both individual countries and
regional groupings, as well as their formal institutions.
This includes, but is not limited to, the European
Union (EU), African Union (AU), and other regional
organisations. While the level of political and economic
integration varies between countries in these regions,
this terminology is intended to reflect the broad range
of actors and institutional configurations involved in
shaping industrial and climate cooperation across both
continents.

2 For many industrial products, the low-emission product
currently carries a ‘green premium’ - i.e., it is more
expensive than the traditionally produced higher-
emission product. As the EU incorporates carbon
pricing (through the EU Emissions Trading Scheme or
ETS and CBAM), and buyers increasingly commit to
low-emission products (such as carmakers committing
to green steel), the EU can pioneer off-take for green
industrial products. This is particularly important for
investment in African green industrial infrastructure:
the comparatively higher upfront capital expenditure of
renewable-powered industrial processes hits African
investment cases heavily because of the higher cost of
capital.

8 Retail energy is supplied to individuals, households, and
communities, and differs in scale, usage, and price from
industrial energy intended for heavy industry

“For example, South Africa has made repeated efforts
to integrate African concerns into the CBAM'’s design,
however, the EU's responses have largely been limited to
offering financial support without significant adjustments
to the framework that account for the unique challenges
faced by the country. When they spoke to the EU about
whether African countries could be excluded or have a
longer transition period, it was unlikely that this could
be possible. (Discussed in consultation for the recent
Convening on Carbon Pricing, CBAM, and the Green
Transition organised by J-PAL, MIT, UCLA, University of
Pretoria, and CAP-A)

5 Aluminium: more than 70% of emissions are
associated with electricity coming from the production
process (International Aluminium, 2024). Electrolytic
hydrogen: almost the entirety of emissions associated
with the production of electrolytic hydrogen result

from the electricity consumed in the process (IEA,
2023). Although indirect emissions for these products
(aluminium, hydrogen and iron/ steel) are currently not
included in CBAM, the European Commission is tasked
under Article 30 of the CBAM Regulation to assess
a possible extension of the CBAM scope to indirect
embedded emissions.

8 At the recent Convening on Carbon Pricing, CBAM,
and the Green Transition (organised by J-PAL, MIT,
UCLA, University of Pretoria, and CAP-A), Global South
policymakers, many of whom were African, voiced these
concerns and plans.

7TETS industrial emissions from iron and steel industry
plants, attributing emissions from the combustion of
blast furnace or coke oven gases from some power
stations, and emissions from coke ovens, ferro-alloy
manufacturing, and the production of lime used for
steelmaking.

8 Direct contribution to the standard ‘gross value added’
measure of EU-wide production.

® Traditional Blast Furnace (BF) ironmaking and Basic
Oxygen Furnace (BOF) steelmaking processes, jointly
referred to as BF-BOF steel production

0 The natural gas DRI-EAF process alone can reduce
emissions by up to 50% when compared to BF-BOF
steel production and up to 80% when using green
hydrogen for ironmaking (Lot and Rgyne 2024), while
the EAF steelmaking requires renewable energy to
effectively decarbonise.

1See Chapter 3 for detailed discussion of this energy
access paradox and the productive and impactful role
that well-planned industrial anchor demand can play

2The Simandou project in Guinea has a complex
ownership structure including significant Chinese
ownership. At full capacity, the annual output is
expected to be around 120M tonnes of high-quality iron
ore (ideal for DRI), and production is expected to start
as early as 2025. (African Business, 2024)

8 1n Morocco, another leading flat steel producer recently
announced plans to launch a green steel production
project using green hydrogen to reduce carbon
emissions (Liu 2025).
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