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1. Executive Summary

The European Green Deal (EGD) is a set of long-term policy
initiatives defining the European Union's (EU) climate strategy
to reach net zero emissions by 2050. It is therefore an all-
encompassing framework guiding the EU’s development
pathway over the next decades. This guiding function implies
that the EGD is not only of significance to the EU’'s Member
States but also to its partner countries. African countries,
and in particular their private sectors, should strive to benefit

from the EGD and its vast support structure.

This paper starts by highlighting the increasing strategic
importance Africa plays in allowing the EU to realize its EGD,
with a focus on Africa’s potential to supply the renewable
energy and minerals required for the EU to achieve its net-
zero targets. This supply includes green hydrogen and
the minerals needed for scaling up electric mobility and
renewable energy generation and storage technologies in

Europe.

The paper then showcases opportunities the EGD offers
the African private sector and how available finance and
support for technology development and transfer and
capacity-building can be utilized in this regard. Three types
of access to the EGD are identified, including support that
African companies can access: independent, in cooperation
with European partners or by establishing a subsidiary
company within the EU. Based on the findings of this paper,
the following four recommendations are offered on how
to enhance opportunities for the African private sector to
benefit from the EGD:

Sector-specificanalysis by African companies: Aspart
of their business development and internationalization
efforts, African companies should analyze the EGD
and its support structure to identify concrete ways for
their respective business sectors to use the EGD to
their advantage. These possibilities may include co-

financing for technology upgrades that increase local
value creation or support in establishing European

subsidiaries and trade facilitation.

Proactive engagement by African governments:
African governments should actively engage their
European counterparts in identifying opportunities
for the African private sector under the EGD. This
engagement is particularly relevant for African
countries that have comparative advantages regarding
the establishment of low-emission supply chains due to
a high share of renewable energy in the national energy
mix or their renewable energy resource endowments.

Private sector partnership development by the EU:
The EU should foster partnerships between businesses
in Africa and Europe that contribute to realizing the
EGD, in agriculture, manufacturing and green hydrogen.
This fostering should include match-making activities
that result in developing or expanding supply chains
and the establishment of joint ventures between African
and European partners in both regions.

Further research by EU and African institutions:
Building on this paper and other existing literature
on this topic, EU and African research institutions and
business associations should conduct further research
and analysis on the opportunities that the EGD offers for
enhancing commercial links and supply chains between
the African continent and the EU. It is paramount that
African governments and private sector decision-
makers understand the EGD thoroughly in order to
increase existing opportunities through targeted
bilateral negotiations with EU countries and to trigger
initiatives that will increase knowledge and technology

transfer from Europe towards African countries.
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2. Introduction

The European Green Deal (EGD) is a long-term policy
initiative defining the European Union’s (EU) strategy towards
a green economy by 2050. In its entirety, it provides a set
of plans and visions for the EU's transition towards a low-
carbon economic growth strategy. As a policy instrument,
the EGD is primarily intended for the domestic EU audience;
however, the potential it entails has global implications - with
possible benefits for Africa and its private sector. In addition,
the EGD and its specific policies, regulations and measures
will impact the EU’s trading relationship with third-country
partners, including African countries. As the EGD continues to
accelerate the creation of new financial sources, technology
transfer and partnership opportunities, it is paramount that
African private sector stakeholders understand how to utilize

these opportunities to benefit their own development.

At the EU-Africa Green Investment Forum in April 2022,
the President of the African Development Bank, Akinwumi
Adesina, warned that investors “cannot ignore Africa” and
that “the recovery must ensure more space for the private
sector in order to reduce state debt and foster inclusive
growth”! As capital prospects are augmented by extra-
regional actors such as the EU, Adesina’s words particularly
highlight that the EU’s move towards a green economy is seen
favorably in African countries as it opens new opportunities
for Africa-EU private sector collaboration. By including the
private sector, African decision-makers understand that
sustainable development and green technologies can help
African countries tackle climate change and provide their

domestic companies with a commercial niche to harness.

At the same time, it is also well understood that, through

the EGD, the EU will primarily promote its own interests,

including strengthening its supply chains, the vulnerability
of which became apparent during the COVID-19 pandemic.
In addition, after the Russian war on Ukraine erupted, the
need for diversification of energy sources has increased
dramatically. Africa’s proximity to Europe as well as the
African continent’s potential for wind, solar, geothermal
and hydroelectric power? have become important in the
considerations of the EU and its private sector players to
involve the African public and private sector in the EU’s future
energy security structure. An example of this can be seen in
the recent signing of a “green partnership” deal between
the EU and Morocco.? These new developments can be
instrumental in the African private sector acquiring increased
motivation and interest to engage in close collaboration
with EU institutions and companies. New projects such as
the EU-backed Hydrogen Accelerator,* aiming to create a
€100 billion value chain and development of infrastructure,
storage, facilities and ports, offer opportunities for the

African private sector to cooperate.®

Through initiatives such as the Global Gateway , European
leaders have expressed their intention to build an “equal
partnership” with Africa”.¢ In addition, there are increasing
discussions about how the EGD can strengthen Africa’s and
Europe’s economies through Europeans working in joint
ventures with African firms.” In assessing these developments,
this policy report explores the strategic importance of
African countries and their private sector stakeholders for
the EGD. In addition, it analyzes the opportunities the EGD
offers to Africa’s private sector and evaluates any existing
modalities for accessing the EGD as well as highlighting
examples of African technology solutions that already play a

role in the EU green transition trajectory.
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3. Strategic importance of Africa for the European Green Deal

The global move away from fossil fuels is well under way, with
the effects going beyond climate and environment - they
are also geopolitical. Through the EGD, the EU is working
to establish a low-carbon economy emphasizing sustainable
development in its Member States. As such, changes in the
EU economy, governance and foreign policy could impact

African countries.

The EGD is also an adjustment to an increasingly changing
global geo-strategic and geo-economic situation. Today, it
is not certain that Europe will play a primary role in the new
development trajectory emerging on the African continent.
The colonial past is still shaping interactions between African
and EU countries. French president, Macron, and Belgian
president of the European council, Michel, for example,
focused most of their pre-EU-AU 2022 summit diplomatic
efforts on engaging with Francophone states, largely
ignoring Anglophone African countries.® Furthermore, some
authors argue that competing national priorities within the
EU lead to deadlock and an incoherent Africa policy.” At
the same time, new emerging partners, such as Turkey,”
and providers of South-South cooperation, such as China,"
India' and Brazil,”® have been playing an important role in
developing many African countries in the past decades,
assuming technological and commercial leadership and
accelerating development of closer cooperation with African
decision-makers in the process. Particularly, the Russian war
on Ukraine has highlighted the importance of the African
continent to Europe: In 2021 alone, the EU imported 39.2%
of its natural gas from Russia,'* a supply that is now mostly

cut-off due to war aggressions.

In addition, with a shrinking and aging population, the
EU requires qualified workers to contribute to the green
transitions by providing its labor market with the skills it
needs. In particular, EU universities and research institutions
are increasingly looking for new partnerships to boost the
transition towards a green and digital economy in the EU

through initiatives such as Horizon Europe’™ and Erasmus +."

In recent years, a plethora of multi-actor partnerships
between the EU and African countries have proliferated.”
Partnerships such as the High-Level Policy Dialogue (HLPD)
on Science, Technology and Innovation; the Africa-Europe

Alliance for Sustainable Investment and Jobs; the Africa-
EU Energy Partnership (AEEP); the G20 Compact with
Africa (CwA) have been looking to increase the discussion
on how investment and job creation can be realized on
the African continent. In involving the private sector in
areas such as health, digital, agriculture and sustainable
food systems, platforms such as the Africa-EU Reference
Group on Infrastructure (RGI) or Africa-Europe Foundation
Strategy Groups have come to define the direction of
the relationship, emphasizing innovation and sustainable
investment in African countries.'® Furthermore, the African
Union Green Recovery Action Plan' and the unfolding of
the African Continental Free Trade Area have increased the
appeal of African countries for investment in sectors the
EGD is supporting, such as clean and affordable energy, new

technologies, finance and a circular economy.

Through implementing the EGD, the EU is also trying to
circumvent the vulnerabilities that are inevitably embedded
in the transition to a digital and decarbonized economy. One
such aspect is the increasing interest of European private
sector players to diversify energy resources and alleviate
the energy crisis in the EU by working closely with African
countries and their private sectors in the development of
Africa’s green hydrogen capacity. Due to the Russian war,
energy vulnerability is now one of the biggest European
concerns, and Europe seems determined to take action to
reduce supply interruptions and the economic impacts they
have on its economy and welfare.?® Especially high on the
EU agenda are securing a reliable long-term energy supply
source and diversifying strategy cooperations, among others
with African countries.

Green Hydrogen

Green hydrogen is one of the cleanest forms of energy
production, and African countries are looking to leverage
hydrogen for both industrialization and decarbonization (see
Figure 1). Meanwhile the EU is looking to reduce its carbon
footprint through using green hydrogen.

As the cost of renewable energy, in particular solar energy,
is falling, African countries with high solar energy potential
are being spotlighted for green hydrogen production.?

THE EUROPEAN GREEN DEAL AND THE AFRICAN PRIVATE SECTOR 8



In addition, green hydrogen production has the potential
to increase the regionalization of energy relations among
African players and the participation of more private sector
actors on the continent.

In May 2022, Kenya, South Africa, Namibia, Egypt, Morocco
and Mauritania launched the Africa Green Hydrogen
Alliance to make the African continent the frontrunner in
the race to develop green hydrogen.?? In order to provide
institutional support, South Africa established the Hydrogen
Society Roadmap, which should support the private sector
in constructing a hydrogen ecosystem focused on research
and innovation along with supply chain modernizations.?
In addition, Morocco is executing the Green Hydrogen
Roadmap, has instituted a National Hydrogen Commission
and plans to produce green ammonia, which is critical for the
fertilizer industries® currently facing a shortage globally.?®
Furthermore, the Moroccan Solar Energy Agency is taking
the lead in producing green hydrogen using Africa’s first
industrial green hydrogen plant research platform.? The EU
and Egypt are also undertaking a Mediterranean Hydrogen
Partnership that encompasses infrastructure development

and grid construction. Namibia has also recognized the
importance of green hydrogen and has launched a national
Green Hydrogen Council and selected a dedicated Green
Hydrogen Commissioner.?” A Namibian private sector entity,
Hyphen Hydrogen Energy,? is negotiating with the Namibian
government to achieve an implementation agreement for its
projected US$10 billion green hydrogen project, which will
produce around 350 000 tons of green hydrogen annually
for global and regional markets by 2030.

Acknowledging these opportunities and to increase trade
and local supply chain development in African countries,
EU countries, such as Germany, have extended engineering
and investment activities focusing on the development of
hydrogen resources on the African continent.?” Furthermore,
in order to build the necessary strategic policy partnerships,
the EU and the African Union plan to use the AEEP, which
has been in place since 2007. The AEEP estimates that
investment from Europe in green hydrogen in Africa could
reach 75.6 billion Euros by 2030.* Some countries in
North Africa, including Egypt and Morocco, have a great
potential to supply the EU with green hydrogen due to

FIGURE 1: SELECTED COLOR-CODE TYPOLOGY OF HYDROGEN PRODUCTION
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their geographical proximity, existing infrastructure and
renewable energy industries.*' Additionally, plans under the
EGD will likely benefit both the EU and African companies®
as hydrogen is poised to play an important role in long
distance transportation.®® It is safe to say that ports will play
a decisive role in creating the conducive environment for
more hydrogen cooperation between European and African

countries.?

Several institutional actors and forums have been established
to forge ahead with building stronger partnerships within the
EU and with the African private sector. Among them are the
overarching EU “Hydrogen Strategy for a Climate-neutral
Europe”,* the European Network of Network Operators for
Hydrogen (ENNOH) for “cross-border coordination”,* the
European hydrogen facility to “create investment security
and business opportunities”, the Hydrogen Energy Network®
and the European Clean Hydrogen Alliance. Development
of hydrogen programs are also supported under Horizon

Europe, for example, the Clean Hydrogen Partnership,

THE EUROPEAN GREEN DEAL AND THE AFRICAN PRIVATE SECTOR

which is a European Commission backed joint public-private
partnership. Within the context of the Africa-Europe Green
Energy Initiative, clean hydrogen opportunities are being
actively considered among public and private partners

through joint research and innovation projects.

Overall, the green hydrogen sector is an important area
with a potential for the African private sector to unlock
commercial openings in “both the supply and demand
side for energy intensive industries”.®” These innovations
can be scalable through the European Green Deal
Investment Plan, which wants to direct enormous resources
in sustainable investments in the next decades, among
others through widely adopting international carbon
markets and the EU Emissions Trading System. Over half
of the budget for the EGD will come directly from the EU
budget and the EU Emissions Trading System.*® African
countries should thus work on influencing decision-makers
in the EU to increase the opportunities for the African

private sector.




Supply Chain Adjustment of Critical
Resources Relevant for the EU Green
Deal

Europe’s transition to a green future could benefit African
countries that have important critical “green” minerals
in abundance. Access to resources is a strategic security
question for the EU’s ambition to deliver the Green Deal.
The EU aims to ensure the supply of sustainable raw
materials, in particular critical raw materials necessary for
clean technologies, digital, space and defense applications.
A growing demand for the critical raw materials needed
to establish the low carbon economy under the EGD has
increased the need to strengthen sustainable supply chains,
especially after the pandemic, and pressure from competitor
states is compelling the EU to look for alternative sources
and renewed partnerships on the African continent.*’ With
increasing demand from other emerging and developed
countries for critical resources, diversifying supply sources
from both primary and secondary sources for critical raw
materials is one of the prerequisites to making this green
transition happen and to establishing a functioning circular

economy.

Demand for green minerals has been increasing. These
minerals are the critical raw materials intended for the
‘green’ revolution, for example, nickel, cobalt, lithium,
cobalt, manganese and graphite* for batteries in electric
cars, rare earth elements for permanent magnets crucial
for wind turbines and electric vehicle motors** and copper
and aluminum for electricity-based technologies.** The

importance of these materials in the global “green” value
chain makes it essential to ensure their “resilience and

dependability” through supply chain adjustments.*®

THE EUROPEAN GREEN DEAL AND THE AFRICAN PRIVATE SECTOR

In the last two years, attempts have increased to bring
production capacity close to the consumer markets by
establishing trustworthy supply sources, a process called
“nearshoring”.* These supply chain adjustments are
opening opportunities for the African private sector,
especially in East and North Africa, for more sustainable
cooperation. The adjustments have to be achieved through
relocating operations to the closest nations that have a
“qualified workforce and reduced cost of living without
the time difference”. For example, nearshoring activities
by private companies have become more visible in
countries in North Africa, particularly Morocco, due to their
geographical location, infrastructural readiness, possession
of abundant renewable energy resources, government
support and proximity to Europe.* African countries,
such as Namibia, Malawi, Angola, Tanzania, Uganda,
Madagascar, Mozambique and South Africa, have started to
establish sustainable supply chains through strengthening
their production and supply chain capabilities of rare earth

metals.*?

On the continental level, African Mining Vision emphasizes
the sustainable use of critical mineral resources and the
private sector’s involvement in the process.*® African
countries and their private sector stakeholders are
strategically important players in adjusting and de-risking
the supply chain of these materials, particularly those
towards EU markets: The Democratic Republic of the Congo
is one of the largest producers of copper-cobalt ore,”
Namibia produces copper,®? South Africa is the largest
producer of manganese and platinum®, Zimbabwe is rich
in lithium,>* Rwanda is the largest exporter of tantalum®
and Zambia has deposits such as copper, cobalt, gold and

nickel.>



4. Opportunities of the European Green Deal for Africa’s Private

Sector

Finance

To achieve the plans set out in the EGD, there are significant
investment needs requiring mobilization of both the public
and the private sector. There are multiple funds that assist
in financing the EGD and into which African private sector

stakeholders can tap, either directly or indirectly.”

I The European Regional Development Fund®®
(ERDF) finances programs where the responsibility
of managing and approving the fund resources is
shared between the European Commission and
national and regional authorities in Member States.
The fund runs from 2021-2027 and focuses on
small and medium-sized enterprises (SMEs), digital
connectivity, mobility, employment, education, skills,
social inclusion, sustainable urban development,
healthcare, culture, sustainable tourism and locally
led development. The objective of the fund is to
allow a competitive and smarter Europe to emerge
while supporting a net zero carbon economy and
resilient Europe.® Public bodies, SMEs, universities,
associations, NGOs and voluntary organizations can
apply for funding. Foreign firms with a base in the
region covered by the relevant ERDF programs can
also apply, provided they meet European public
procurement rules. As there is no minimum size for
projects, this fund offers a good opportunity for
the African private sector already active in Europe
to use the ERDF to advance their own innovation
and market access opportunities. This approach
also allows innovative African companies to enter
leading innovation centers in Europe to advance
their research and development capabilities
and to enter European markets.®® Through the
projects, African enterprises are adding value to the
continent, for example, by creating employment,
fostering innovation and contributing to the region’s
economic competitiveness. Although the fund
finances only part of a given project, participating

in it creates an important leverage advantage.

THE EUROPEAN GREEN DEAL AND THE AFRICAN PRIVATE SECTOR

Having EU funding in place often encourages
other partners, especially private capital, to get

on board for future projects. The European Green
Deal Investment Plan (EGDIP), also discussed as
the Sustainable Europe Investment Plan (SEIP) as
part of the EGD, includes the Cohesion Fund.*!

The Cohesion Policy legislation also comprises the
regulation on the Just Transition Fund, which is part
and parcel of the EGD and is a pillar of the Just
Transition Mechanism (JTM). The JTM is focused
on sectors that are most affected by hydrocarbon
and greenhouse-gas-intensive industrial processes.
Areas the JTM encompasses with a budget of

17.5 billion Euros are digital connectivity, clean
energy technologies, the reduction of emissions,
the regeneration of industrial sites, the reskilling of
workers and technical assistance. The Just Transition
Fund will be overseen under a multiannual financial
framework with an additional 10 billion Euros to

be funded under NextGenerationEU.¢? In addition,
the Cohesion Fund was set up to contribute to the
overall objective of strengthening economic, social
and territorial cohesion of the EU by providing
financial contributions in the fields of environment
and trans-European networks in the area of
transport infrastructure. The EU has allocated 47.5
billion Euros from the NextGenerationEU fund and
370 billion Euros to its Cohesion Fund to pursue
low-carbon economic development.® Both funds
should support activities that respect the climate
and environmental standards and priorities of the
Union and that ensure the transition towards a
low-carbon economy in the pathway to achieving
climate neutrality by 2050. Both funds are also good
opportunities for the African private sector to tap
into, for example, by directly working with European
cities and metropolitan councils to offer sustainable

solutions supporting decarbonization trends.®*

Concomitantly, Horizon Europe has become

the EU’s main funding program for research
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and innovation and has been provided with

a budget of 95.5 billion Euros. The program
simplifies cooperation while bolstering the bearing
of “research and innovation in developing,
supporting and implementing EU policies while
tackling global challenges”.®> Additionally, Horizon
Europe encourages generating and improving
dissemination of knowledge and technological
advances. The program can provide the African
private sector with opportunities to engage
directly with EU institutions and to build links, with
a significant portion marked for SMEs, especially
for research and development purposes. However,
open science principles are employed throughout
the program that might deter SMEs that might
want to retain their proprietary information. These
principles would require a working system to allow
African companies to share their information.
Themes of the program for cooperation include
climate, energy, mobility, digital, industry, space,
health, food, bioeconomy, natural resources,

agriculture and environment.

Another program, InvestEU, has been run by the EIB
Group and is modeled on the Investment Plan for
Europe. The program has replaced the European
Fund for Strategic Investments (EFSI) and other EU
financial instruments that were offered in the 2014

- 2020 period. The InvestEU program consists of
three pillars, the InvestEU Fund, the InvestEU Advi-
sory Hub and the InvestEU Portal, with the objective
of augmenting “sustainable investment, innovation,
social inclusion and job creation in Europe”.*’ Inves-
tEU offers “crucial long-term funding by leveraging
substantial private and public funds” with the aim
of providing at least 30% of investment towards
achieving the EU's climate objectives.® Most of

the private equity and venture funds are actively
interested in investing in African private ventures
and always looking out for good projects.’ In doing
so, these private funds rely on financing instruments
created by publicly owned development banks,
such as the European Investment Bank and the
African Development Bank, whose joint cooperation
platform is supporting high-impact and pioneering
investment opportunities, mobilizing private sector

financing. The Boost Africa initiative and commit-

ment to the Desert to Power program highlight how
public banks accelerate financing in priority policy

areas in tandem with private investors.”®

Research and innovation have been determined as areas
of interest as well, providing a place for SMEs to thrive and
attractinvestment. InvestEU is designed to make “EU funding
simpler to access and more effective”, including providing
guarantees from the EU budget that increase investor access
to funding from commercial banks. InvestEU is slated to offer
372 billion Euros between 2021-27.71

Other programs, such as the Global Gateway Africa —
Europe Investment Package, emphasize inclusive, green
and digital recovery and transformation. That package'’s
priority areas for cooperation with Africa are fast-tracking
digital
growth, employment, healthcare, education and training.

the green transition, transition, sustainable
The Investment Package will receive 150 billion Euros and
will also assist in market integration and sector reforms
along with providing the African agri-food systems sector
with the environment for sustainable private investments,
enabling innovation and improving nutrition. It could
be a great opportunity for the private sector to expand
with solutions that might be then applied within the
EU and African contexts. It also allocates resources for
decreasing the digital divide between Europe and Africa.
It will also invest in ventures that include sub-marine and
terrestrial fiber-optic cables, along with cloud and data
infrastructure. Another program, The African Union -
European Union Digital4Development Hub, will also
assist in digital cooperation for the private sector.”? The
prioritization of mobility also provides an opportunity
as strategic corridors are to be constructed, with multi-

country transport infrastructure to be executed.”®

The African private sector could benefit from the ambitions
of the 2030 Agenda, which aims at accelerating Africa’s
transition to an innovation-led, scientific, knowledge-
based economy value chain.” In conjunction, the Global
Green Bond Initiative has proposed that the EU will back
the development and growth of green bond markets to
finance sustainable and green initiatives. This support also
extends to technical support. Notably, a considerable “re-
channeling” of part of the EU’s Special Drawing Rights
(SDR) to Africa and other vulnerable countries is envisaged
through International Monetary Fund's programs, such
as the Poverty Reduction and Growth Trust and the new

Resilience and Sustainability Trust Fund.”




Multiple companies from the private sector in the EU are
working with African companies in the renewable sector.
For instance, solar panels are being manufactured in Kenya
by SOLINC, a joint venture created by the Netherlands’
Ubbink and a regional Kenyan enterprise. Similarly, the
Finnish firm EkoRent Oy has been engaged in a joint venture
with Infraco Africa’ to create a taxi fleet in Kenya of solar-
charged electric vehicles in a scalable rideshare model
called NopeaRide.”” NopeaRide has seen investment by the
Energy and Environment Partnership Trust Fund (EEP Africa),
which has been formed by the Austria Development Agency
and the Nordic Development Fund, an institution backed by
Denmark, Finland, Iceland, Norway and Sweden.”® Together
with Siemens, Volkswagen has likewise launched an e-Golf
model in Rwanda as “a blueprint for electric mobility in
Africa”, with similar plans in Ghana.”” The car assembly plants
are seen as the first step to developing a vibrant automotive

assembly sector in Africa outside South Africa.

The African Union and the EU, through the 2030 Agenda for
Sustainable Development, have recognized the importance

Il

of science, technology and innovation as a “vital driver of
sustainability”. This step was reinforced by the Joint Vision
for 2030 undertaken at the 6th EU-AU Summit on 17 and
18 February 2022. Additionally, the Global Gateway Africa
— Europe Investment Package intends to muster up to 150
billion Euros® in funds in the next six years for “Africa’s strong,
inclusive, green and digital recovery and transformation” ®
The Green Economy Financing Facility (GEFF) is another
program that has assisted SMEs by providing up to 150
million Euros in funding across the “agricultural, construction,

commercial and manufacturing sectors”.8

Important financial institutions on the African continent,
such as the African Development Bank and Afreximbank, are
actively providing incentives to African and European private
sectors to undertake sustainable investments in African

countries.®

By creating innovative financial instruments
such as the liquidity and sustainability facility, the banks
are directly supporting the Sustainable Development
Goals-related investments and green bonds on the African

continent.®

Despite the growing strategic importance of African

|u

countries, however, concerns remain® of a potential “unequal
partnership” as EU priorities, exacerbated by the EGD and
other policy instruments, are still dominating the development
landscape.® Especially sectors that are of great interest to the

EU, such as green hydrogen or critical raw materials, could
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attract increased investment from Europe and at the same
time create a potential lock-in effect for African countries to

become yet again a mere resource supplier to the EU.¥’

As explained in this section, there are multiple funding
opportunities, private and public, within the EU that are
directly or indirectly supporting EGD goals. African private
sector stakeholders can tap into these funding opportunities,
although implementation procedures need to be identified
on a case-by-case approach.

Technology

The EGD aimsto scale commercial applications of breakthrough
green technology innovations and create corresponding
markets to secure an advantage over competitors in the United
States and China. Due to the high costs, it could be difficult
for African countries to adopt some of the emerging green
technologies. However, competition between producers,
especially between the EU and China, could lead to early price
decreases and could enable African countries to negotiate
skills, knowledge and technology transfer, and the localization

of jobs around these new technologies.

Technological domain has also been highlighted in the
Global Gateway Investment Package’s Innovation Agenda,
where the goal is to make innovative capacities scalable,
develop innovation ecosystems, enhance higher education
and research and innovation partnerships, and to augment
existing initiatives.®® The AU-EU Innovation and Technology
partnership focuses on innovation, technology and capacity
development for science.®” Funds such as TLcom Tide Africa,
Partech Africa, BoostAfrica and Africinvest Venture Capital
have also been established, which have been a focal point
of interest from private sector investors as the ventures
work on “de-risking investment in technology”.*® The EU-AU
Research and Innovation Partnership has focused on many
areas, such as green transition, food and nutrition security
and sustainable agriculture, climate change and sustainable
energy (CCSE). The AU-EU Innovation Agenda focuses on
five areas that assist in collaboration through an innovation
ecosystem, innovation management, knowledge exchange,
including technology transfer, access to finance and human
capacity development. To achieve better collaboration,
the AU-EU partnership focuses on co-creation and co-
ownership, sustainability and openness. To further enhance
cooperation, the EU-funded AfriConEU, the first trans-
continental networking academy designed for African and

European digital innovation hubs, has emerged.”



Additionally, the EU and Breakthrough Energy Catalyst
are investing up to 820 million Euros from 2022 and 2027
to detect and rapidly scale projects focused on climate
technology in the EU while “each euro of public funds from
the partnership is expected to leverage more than twice
the private funds””? Interestingly, “EU strategies towards
Africa reveal a strong interest in large-scale mitigation and
clean energy investments, whereas the EU's programming
documents for Africa focus on adaptation to the benefit of
smallholder farmers”.? This discrepancy between the overall
strategy of the EU and the actual implementation approach
indicates that there is no coherent approach under the EGD
towards African countries. Narrowing the gap should be
one of the main areas of work for decision-makers in African

countries and their private sector stakeholders.

Capacity-building

According to the EGD, science and technology (S&T)
dialogues between the EU and Africa “combine policy
dialogue with project-based and bottom-up cooperation”.”*
Egypt and the EU had also previously cooperated in the
fields of research and innovation through “Shaping Egypt’s
association to the European Research Area and Cooperation
Action” (ShERACA+).%

Researchers in African countries, particularly in North Africa,
have received EU fundingtoincrease participation and energy
cooperation through sharing know-how on incorporating
renewable energy sources into the existing energy grids
and also working on upgrades in energy efficiency. The
EU-funded project DISKNET has also tried to create links
between scientists, including some from African countries,
to advance approaches to enhancing energy distribution
networks between the EU and its adjacent nations. lts
research included ways to incorporate geothermal energy
into energy grids, emerging “desalination plants powered
by renewable energy, advancing wind and solar power, as
well as investigating how to reuse waste heat from industry
in an efficient way” along with other methods of carbon
capture.” The African Research Initiative for Scientific
Excellence, Research and Innovation Partnership saw 44 early
career researchers from 38 African countries offered up to
500,000 Euros to embark on innovative research that could
support sustainable growth initiatives .7 The EU has also
highlighted “Talent Partnerships” with African countries for
skills development, such as Belgium'’s project with Morocco,
PALIM, which likewise increases links.”® Sustainability and

green partnerships remain a focus of programs such as
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Horizon Europe, where 95.5 billion Euros are budgeted
towards EU climate objectives. Under Horizon Europe, the
EU will form green partnerships in various areas: batteries,
clean hydrogen, low-carbon steel, the built environment and
biodiversity, which can provide enormous opportunities for

alignments — including with the African private sector.””

Notably, the EGD has been referred to as a cultural project
exemplified by the New European Bauhaus initiative, which
aims to integrate sustainability with art in achieving energy
efficiency in buildings. Scholars have also highlighted
the EGD dimensions that include building renovation, the
circular economy and the ‘farm to fork’ strategy and retain
cultural characteristics, as they provide enormous prospects
for tackling climate change, influencing consumer behavior,
reducing ecological footprints and nurturing social inclusion

while backing a green transition.'®

While the EGD and its investment plan have broad and
ambitious targets, they do not yet provide details of
how those targets will be realized in terms of delivery
mechanisms. Through introducing new policies in sectors
in which the EGD’s implications for African countries will
be important, such as in agriculture, critical raw materials
and new technologies," the EU seeks to address the
twin challenges of green and digital transformations. New
policies are also being introduced because the EU intends
to become the frontrunner in the transition towards a green

economy globally.

Therefore, an active engagement in relevant sectors offers
new opportunities for the African private sector since
achieving the goals set in the seven relevant areas requires
strong partnerships between EU institutions, companies and
stakeholders outside the EU, also with African countries and
their private sector entities. For example, an EU-wide climate
neutral and circular economy requires the full mobilization
of the industrial sector and all the value chains involved,
including those in African countries. In addition, through a
planned Carbon Border Adjustment Mechanism (CBAM),
the EU is determined to ensure that decarbonization gains in
the EU are not simply pushing carbon emissions outside EU
borders.'? Relevant measures will mean that EU companies
will need to establish a carbon neutral supply chain system,
which will also affect African private sector entities as the
new system will provide stronger incentives for EU and
foreign industries to innovate and reduce emissions.
Moreover, African companies that may already have lower
carbon content in their production cycles, or in which a



similar system of carbon pricing is applied, will benefit from
this development under the EGD and ‘Fit for 55 package.

The African Circular Economy Alliance identifies several
major opportunities for increased circularity on the African
continent: in food systems, packaging, construction,
electronics, fashion and textiles.'® Especially resource-
intensive sectors such as textiles, construction, electronics
and plastics, which are still at an early stage of development
in African countries, can use opportunities under the EGD
to accelerate their own low-carbon development through
attracting part of the circular economy value chain from

the EU towards the African private sector. For example,

natural fiber resources, such as bamboo, which is abundantly
available in African countries, can be used to produce
sustainable construction material for the European and
African construction markets." This approach could help
strengthen local manufacturing and allow African businesses
to engage in higher-value activities. The EU will step up its
regulatory and non-regulatory efforts to tackle false green
claims by putting demands on countries producing goods

that enter EU territory.

The opportunities and challenges of the EGD for African
countries when it comes to finance, technology and capacity-
building are summarized in Table 1.

TABLE 1: OPPORTUNITIES AND CHALLENGES OF EGD FOR AFRICAN COUNTRIES

Opportunities of EGD for African countries

Challenges for African countries

Finance Increased public and private sources of investment for African The EGD and its investment plan have broad and
countries to tap in. ambitious targets but no detailed understanding
New partnership development between 0 and European financial | in terms of financial delivery mechanisms.
institutions supporting project development on the African Sectors that are of high-interest to the EU, such
continent, “EU funding is made simpler to access”. as green hydrogen or critical raw materials, could
Use Global Gateway Africa - Europe Investment Package to attract increased investment from Europe and
advance African interest and priorities. simultaneously create a potential lock-in effect

for African countries to become yet again a mere
resource supplier to the EU.

Technology Use research and development parameters under EGD and Open science principles might deter SMEs
Horizon Europe to advance African research and innovation that might want to retain their proprietary
capability in collaboration with African private sector entities. information. Requires a working system to allow
Competition between different producers, especially between African companies to share their information
the EU and China, could lead to early price decreases and could without losing IP.
enable African countries to negotiate skills, knowledge and Discrepancy between the overall strategy of the
technology transfer, and help localize jobs around new green EU and the actual implementation approach
technologies. indicates that there is no coherent approach
Achieving better collaboration between African countries and the | under the EGD towards African countries.

EU through emphasizing partnership focused on co-creation and | Negotiation skills of African countries are still too
co-ownership of technology. weak to demand co-creation and co-ownership.

Capacity AU-EU Innovation and Technology partnership under EGD to Ensuring the participation of top researchers and

building focus on innovation, technology and capacity development for research institutions across Africa. Keeping a fair
science, research and development. geographical and cultural representation.
Increased participation of African researchers in energy Potential divide between North African and Sub-
cooperation with EU counterparts under “Talent Partnerships” for | Saharan African countries in implementing the
skills development. Under Horizon Europe, the EU will form green | EGD with European countries.
partnerships on various sectors: batteries, clean hydrogen, low-
carbon steel, the built environment and biodiversity providing
opportunities for alignments with the African private sector.

The EGD as an opportunity to integrate African cultural capacity
on sustainability development with enormous prospects to tackle
climate change, influence consumer behavior, reduce ecological
footprint, nurture social inclusion and back green transition.
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5. Modalities for Accessing the European Green Deal in Africa

Direct access

The transition to sustainable and green technology has
provided opportunities for cooperation between European
and African private sector actors.”® Companies across
the world can apply directly to funds such as Horizon
Europe, which advances direct access to the EGD. Other
opportunities include the Africa Energy Guarantee Facility
(AEGF), launched by the European Investment Bank as a
risk mitigation instrument focusing on sustainable energy
projects in Africa.® Another opportunity is the EDFI
AgriFl,'” a 120 million Euro impact investment facility funded
by the EU with a mandate to provide medium- to long-term
financing to private sector enterprises active in the agri-food

value chain, with a focus on smallholder farmers.

In the last years, European and international financial
institutions have partnered under different networks
according to their scope of intervention, strategic priorities,

interests and needs. These establishments are:

I The ‘Interact Climate Change Facility’ (ICCF),
shareholders of ICCF currently include: AFD, EIB,
CDC, DEG, PROPARCO, BIO, Finnfund, COFIDES,
Norfund, OeEB, SIFEM and Swedfund.

I TThe 'European Financing Partners’, shareholders
are EIB and 13 EU DFls: BIO, CDC, COFIDES,
DEG, Finnfund, FMO, IFU, PROPARCO, Norfund,
SBI-BMI, Swedfund, SIFEM and OeEB.

I The Friendship Facility includes PROPARCO
- France, FMO - the Netherlands and DEG -

Germany.'®

I Germany’s Invest for Employment program has
also opened funding opportunities for the African
private sector from eight African countries, with
an emphasis on sustainability and job creation

supporting projects.’®
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New EU-based funds, such as Mirova's Sunfunder Gigaton
Clean Energy SME Fund, have established financing
instruments targeting SMEs active in generating and
providing clean energy in emerging markets, with a particular
focus on Sub-Saharan Africa."®

Space technology can also play a positive role in supporting
sustainability. The private sector is a partner in a multitude
of space research projects supported by Framework
Programme for Research and Technological Development
(FP7) and the H2020 space program on space research.™

With European Partners

The Circular Biobased Europe public-private partnership is
focused on bio-based solutions. Processes4Planet is also a
public-private partnership aimed at resource efficient and

flexible CO2 capture and utilization."?

As a European Subsidiary

Atlantica Ventures has become the African investment
partner to benefit from the Boost Africa initiative.”® Atlantica
Ventures has been pitched as “an early-stage pan-African
impact focused venture capital fund, with the belief that
Africa’s and the world’s problems can and will be solved by
African entrepreneurs channeling their passion and skills
through technology”. Its aim is to have sustainable and
scalable business models that would increase the formal
sector workforce while increasing financial inclusion. The
venture is being provided capital from Boost Africa and 11
million Euros in capital from the European Investment Bank.""
Equally, Africa-based Venture Capital companies, such as
Inspired Evolution," have set up dedicated funds targeting
clean energy development on the African continent, areas
targeted by the EGD.

The modalities for accessing the EGD are summarized in
Table 2.



TABLE 2: MODALITIES FOR ACCESSING THE

Direct Access

EUROPEAN GREEN DEAL IN AFRICA

Horizon Europe

Africa Energy Guarantee Facility

EDFI AgriFl

Interact Climate Change Facility

European Financing Partners

The Friendship Facility

With European Partners

Invest for Employment Program

Circular Biobased Europe

Processes4Planet

The European Regional Development Fund

Cohesion Fund

As a European Subsidiary

Atlantica Venture Capital Fund

Inspired Evolution Ill Fund

ABI- West Africa Risk Sharing Facility
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6. Recommendations to the African Private Sector on how to
Benefit from The European Green Deal

The EGD has opened new opportunities for the African
private sector to become an active player in a low-carbon
economy development within the EU and in African
countries. There are increased opportunities for financial
access, technology transfer and capacity building under
the EGD and an increasing number of European institutions
are looking for opportunities on the African continent.
However, African countries and their private sectors must
take proactive steps to tap into the financial, technological
and capacity development opportunities offered through
the EGD. The all-encompassing nature of the EGD and
subsequent regulations will impact the African private sector,

for example, through export of products into the EU markets
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or how and when capacity building co-operations are
designed and implemented. Therefore, the African private
sector should allocate time and resources to identifying
sectors and programs that can be actively used for its own

development.

I Active policy support by African governments
could create a conducive environment for
the African private sector to identify more
opportunities under the EGD. For instance,
targeted match-making events between EU-
based companies working on the different EGD

subprograms and the African private sector
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could allow for the build-up of more cooperation
possibilities.

African private sector associations should actively
seize the opportunities emerging from the EU's
drive towards establishing sustainable supply
chains, especially for critical mineral resources. A
strong working relationship between African and
EU private sector associations could help establish
a pathway for more cooperation and knowledge
sharing mechanisms. The more the African private
sector is informed about EU’s sustainable supply
chain legislation, the better it can prepare to

become a partner for EU companies.

African governments and private sector
associations should look for a structured dialogue
on how African companies can access the many
funds deployed under the EGD. Currently, single
private sector actors are using opportunities based
on their own initiatives. This dialogue could be
organized in a structured way to help more African

companies access these funds.

The EGD might also have negative repercussions
for African countries if not dealt with carefully.
For example, the different hydrogen relationships
between Europe and Africa could reinforce
long-term dependencies and lock-in effects for
African countries, affecting their development
trajectory. These difficulties should be avoided
through advance planning and participation of
African private sector players from the start of

anticipated projects. It is also critical that political

decision-makers are well informed before rushing
into accepting projects that could have negative
consequences for the African private sector

development.

I The EGD may increase import regulations
affecting African private sector export into the EU
markets, especially for agricultural products.'"

This increase might even create tensions with

trading partners as the EU might put tariffs on

carbon-intensive imports'’ and a carbon border
adjustment mechanism might be perceived

as an unlawful trade barrier.''® However, as

environmental and sustainability standards

are slated to become stricter for the African

private sector due to the EGD, it is imperative

to implement in-house standards so as not to be
subject to supply chain and market disruption

owing to changing EU standards.

Especially the agriculture sector will see more investment'
as incubators such as Ocean Hub Africa, Itanna, FbStart
Accelerator, ARM Labs Innovation and FlatéLabs are
becoming instrumental in establishing private sector capacity
in Africa, especially at a time when the EGD is bringing
forth various sectors that welcome cooperation. Already
established sectors also have prospects that are currently not
scalable, such as in remanufacturing and recycling facilities.
However, some challenges must be overcome, for example,
a rising informal sector, a “missing middle” in the size of
enterprises, environmental degradation and unsustainable
practices, impeded mobility, limited infrastructure facilities,
lack of export competitiveness and complexity in registering

business and taxation.'?
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7. Conclusion

The European Green Deal is the next wave of economic
development, and African stakeholders need to be engaged
and to put their own development ideas into shaping the
low-carbon economy on the African continent as well as
elsewhere. The EGD could provide opportunities for the
African private sector to offer answers for problems that
require scalable solutions and allow the transition to a low
carbon economy. The EGD has also been designed with
cooperation in mind, which can be leveraged by the private
sector. One of the major concerns connected to the EGD
has been the divergence between EU priorities and the
continental, regional and local priorities in Africa, which
make it challenging for the African private sector to fully
use the EGD opportunities. In addition, the EGD'’s concrete
implementation procedures are not yet clear and might
undergo many changes and adjustments in the coming
years. However, there are prospects for greater collaboration

in technology expansion and transfer and for boosted
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financing in sunrise sectors, skill development, knowledge

sharing and sustainable finance.

Due to their proximity to the European continent, particularly
countries and companies in North Africa are slated to
be provided with relatively more focus and attention as
nearshoring and reshoring activities of European companies
offer opportunities for the African private sector to play a
bigger role in supply chain management. In addition, the
EU’s multiple financing opportunities, technology transfer
and capacity building programs offer a broad framework for
the African private sector to tap into. However, the African
private sector can only benefit from these opportunities
through the active participation of African decision-makers
in influencing the concrete implementation procedures
of EGD programs. By strategically positioning the African
private sector, a more useful interaction and framework

could be generated.
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