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AFRICA’S ENERGY AND INDUSTRIALISATION NEEDS

African nations have a variety of development needs, but all share a common ambition to 
industrialise. Expanding access to reliable and affordable electricity sits at the heart of 
development. However, energy sectors on the continent face a wide range of interlocking 
challenges, including low access rates, unreliable network infrastructure and high energy 
costs. Furthermore, energy for productive use is low by international standards, and most 
industries are constrained by chronic electricity disruptions and technical losses – 
undermining industrial investments, productivity and economic development more 
broadly. The continent’s electricity shortage is therefore a binding constraint for industrial 
production and economic expansion.1 Yet Africa has abundant and underexploited 
renewable energy resources. The estimated potential of renewable energy capacity could 
more than satisfy the continent’s annual energy demand of 705 terawatt hours.2 

The International Energy Agency (IEA) estimates that sub-Saharan African nations3 are 
expected to record the highest growth in global energy demand, with an average annual 
rate of 6.5%.4 A key question is how to meet Africa’s future electricity demand with 
sustainable, economic and environmentally friendly energy sources that fundamentally 
shift power systems and create a new development pathway. A vision for ‘green 
industrialisation’ is built on the notion that scaling renewable and clean energies will not 
only minimise negative environmental externalities, but provide economic and society-
wide benefits.5 African countries have the option to pursue a nationally focused strategy 
towards energy self-sufficiency, or leverage opportunities presented by regional energy 
integration. A nationally focused strategy means countries will need to have sufficient 
generation potential, adequate skills to build and operate projects, and sufficient domestic 
capital to invest in clean energy. Alternatively, countries would need to be politically 
stable and attractive to foreign investors. 
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This policy brief explores the prospects for clean energy industrialisation on the continent, 
and the opportunities associated with further integrating the region’s energy markets. We 
argue that there is significant potential for African countries to address the energy deficit 
and industrialise by exploiting untapped renewable energy capacity and capitalising on 
regional frameworks such as the African Single Electricity Market (AfSEM) and African 
Continental Free Trade Area (AfCFTA). 

ENERGY TRANSITIONS AND INDUSTRIALISATION 
PROSPECTS 

Energy transitions, although largely positioned as a climate action strategy, can be leveraged 
to increase competitiveness and harness industrial development opportunities. Cleaner, 
more efficient and affordable energy is fundamental for shaping an inclusive and sustainable 
development path. The case for advancing the energy transition with renewable technologies 
is based on energy efficiency and increasing evidence of decreasing costs for renewable 
energies.6 The combined impact of technology advances and global deployment of 
renewables has resulted in a rapid decline in renewable costs relative to fossil fuels over the 
last decade.7 Cost-effective clean energy solutions could provide massive opportunities for 
local value creation by catalysing African industries, new industrial value chains and 
expanding productive capacity.8 

Despite the global decline in renewable technology costs, country-level modelling has not 
been sufficiently carried out for most African countries, impacting the accuracy of long-term 
energy planning and policy decisions. Overcoming some of the challenges associated with 
the availability of local data, as well as structural and financial constraints, will be key for 
supporting the transition to clean energy. For example, addressing country-specific risks 
will require dedicated policy measures to de-risk investments where necessary. 

The energy transition and a green industrialisation can be advanced within the context of 
the AfCFTA, which holds the potential to significantly drive intra-African trade and diversify 
the continent’s economic base.9 This includes the potential for energy exports as well as the 
creation and growth of clean energy trade corridors. The benefits of the free trade area will 
depend on creating an enabling environment for infrastructure development and policies 
fostering regional energy cooperation and shared value within the broader framework of 
Africa’s industrialisation agenda. Therefore, aligning industrial growth strategies with the 
energy transition is pivotal. 

The energy transition, although largely positioned as a climate action 
strategy, can be leveraged to increase competitiveness and harness 
industrial development opportunities in Africa
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ELECTRICITY MARKET INTEGRATION

Integration of regional power markets is an opportunity for the continent to reorient 
efforts to accelerate energy transition. The socio-economic opportunities associated with 
transforming Africa’s energy systems require that regional power pools are maximised. 
The continent’s five existing regional power pools,10 which coordinate the planning and 
operation of regional power systems among member countries, differ in capacity, 
governance structures and effectiveness, and rely on strong trust and cooperation 
between national governments, utilities and independent power producers. Despite 
efforts to reinforce regional cooperation, power trade amongst countries is still very 
limited. In reality, regional power pooling on the continent has proved difficult to 
coordinate for a number of reasons, including inadequate transmission networks and 
interconnection infrastructure, as well as a lack of harmonised regulatory frameworks. A 
high level of political commitment is also necessary to successfully implement cross-
border trade and infrastructure projects. The record of regional cooperation has therefore 
been dominated by bilateral (rather than regional) trading agreements that are often 
focused on meeting national energy security needs.11 

The most established power pool – the Southern African Power Pool (SAPP) – operates 
four competitive electricity markets, trading approximately 17.4% of the member 
countries’ demand in 2019.12 The SAPP achieved significant progress and growth in 
generation capacity, expanded transmission networks and installed new interconnectors, 
particularly in its first decade of operation. However, three countries (Tanzania, Malawi 
and Angola) remain Non-Operating Members due to not being interconnected on the SAPP 
grid. Efforts are being made to ensure the integration of these countries into the sub-grid. 
The interconnected members of the SAPP have also achieved a higher level of industrial 
growth compared to the regional average in the Southern African Development Community 
(SADC) region since 2000. Although industrial capacity in the SAPP has declined from 
15.9% in 2001 to 13.5% in 2019, this trend has followed but remains above the regional 
average over the years.13 Despite the significant impact South Africa has on the region’s 
industrialisation level, the SAPP’s average level of industrialisation has remained above 
South Africa’s since 2006. The SAPP has secured some level of energy demand for 
interconnected member states – suggesting some correlation between greater energy 
integration (power pooling) and industrial growth. 
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Figure 1: Industrialisation levels in the SAPP vs SADC, 1995–201914

Source: UNCTADStat Database (2022) 
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The AfSEM, established in June 2021 to facilitate sustainable development of the African 
electricity sector, is a targeted intervention of the AfCFTA agreement with a vision to optimise 
the full potential of the continent’s abundant renewable energy resources and drive 
electricity access in the most cost-efficient, sustainable, reliable and competitive manner.15 
Its implementation, supported by the Continental Power System Master Plan (CMP) and 
driven by the African Union Commission (AUC), aims to integrate all five power pools to 
create a single electricity market.16 These ambitions, when achieved, should enable African 
countries to consolidate their collective electricity generation capacity for the benefit of all 
countries. However, this is still far from being realised and will require extensive investment 
in the continent’s generation capacity, transmission networks and interconnections. The 
AfSEM is expected to be fully operational by 2040.17

AfSEM is an avenue to overcome some of the major bottlenecks faced by individual nations 
and existing regional power pools. The pooling of resources and increased cross-border 
power trade provides scope to pursue a regional strategy for a more efficient allocation of 
energy resources.18 Regional and continental power pooling will allow countries to dispatch 
excess capacity in areas rich in renewable energy resources to areas in deficit or high 
demand.19 Countries with insufficient domestic generation capacity can therefore secure 
additional supply of electricity without having to make major capital investments 
domestically. Aggregating individual power markets also creates a more conducive 
environment to attract investment across Africa’s energy markets.20 Regional integration 
further provides a more competitive energy landscape which could create incentives to divert 
resources from fossil fuels to more productive and competitive energy sources.21 Greater 
cooperation is the most effective mechanism to enhance the continent’s bargaining power. 

There is an opportunity to build on existing technical work carried out by the International 
Renewable Energy Agency’s (IRENA) Africa Clean Energy Corridor (ACEC) framework,22 and 
ongoing developments under the African Union’s CMP project. By leveraging existing power 
pools, clean energy corridors could drive the transition to clean energy at scale and support 
economic diversification and competitiveness. Strengthening regional cooperation could 
act as a catalyst for countries in the corridor catchment to also develop complementary 
domestic strategies.
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CONCLUSION 

Africa is poised to play a critical role in global energy markets, with energy demand expected 
to grow exponentially over the next two decades. If this demand is met, it will generate 
growth in productive and income-generating activities. At the same time, unmet demand 
could undermine economic and social development. Therefore, meeting this demand is 
crucial and will require that investment choices account for both immediate and long-term 
energy demands. 

The continent’s energy-related challenges make it essential to integrate markets and hard 
infrastructure. Regional and continental power pools provide scope to not only resolve 
Africa’s energy crisis but support a continental industrialisation agenda. For this to be 
realised, countries must recognise the potential for regional value creation and sufficiently 
integrate renewable energy policies and industrialisation plans. Moreover, power pool and 
infrastructure plans need to reflect changing technology and fuel costs, as well as electricity 
demand growth.23 This will require African countries to consider the long-term benefits of 
resource-efficient energy options, developing renewable energy supply chains, and 
economic integration – all of which should be supported by local content and industrial 
policies. The AfSEM and AfCFTA provide the framework for these opportunities to be 
exploited. Under a single continental market, the geographic constraints inherited with the 
arbitrary nature of post-colonial borders would be abolished, and the benefits of energy 
integration would be shared across countries. 

In summary:

• Energy within an integrated, continental market will not only be an enabler of electricity 
trade but an enabler of development. The AfCFTA and AfSEM frameworks can deepen 
regional energy integration and scale renewable-based industrialisation. Other regional 
and country-level initiatives, such as the ACEC, are important building blocks for the 
future expansion of low-carbon electrification in Africa.

• The SAPP can offer lessons to scale power trade and create a single market across the 
region.

• Renewable energy sources have the potential to ensure adequate generation capacity 
to meet the demand of power pools.

• National and regional low-carbon policies should consider the additional economic and 
social advantages of renewable energy sources and sufficiently integrate energy 
programmes with industrialisation plans.

• Significant investments in transmission and distribution infrastructure networks, within 
and between countries, are necessary for reliable power supply and driving clean energy 
for industrialisation. This includes developing grid interconnections and enhancing 
existing infrastructure. 

• Although cost effectiveness of renewable energy will be facilitated by greater regional 
trade and integration, country specific renewable energy cost modelling will need to 
inform the deployment of renewables. 

• Countries need to tap into clean energy financing to maximise the benefits of the energy 
transition and support industrial development.

• African countries will need to balance the pursuit of meeting short-term national 
interests over the benefits of scale and scope associated with regional markets. Political 
economy dynamics of regional cooperation and market integration cannot be ignored. 
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