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| ABSTRACT 

The overlapping of climate urgencies, energy security interests, and the restructuring of geopolitics have brought 

blended finance to prominence as a vitally important tool in spurring U.S-Africa renewable energy alliances. This 

paper will explore the impact of the genius financing models that blend both government and privatized funds in 

redefining renewable energy in Africa and, in the process, promote American strategic goals in climate change and 

national security in the region. By in-depth examination of existing funding structures, flows of investment, and 

partnering models, this paper establishes blended finance as both a technical tool of overcoming capital 

mobilization issues and a strategic tool of intensifying U.S.-Africa cooperation. The study uncovers that as Africa 

needs more than 200 billion investments in energy projects per year to achieve sustainable development objectives 

by the year 2030, the current flows amount to 3 percent of the global investments in clean energy. Blended finance 

has been successfully implemented through different programs like the Sustainable Energy Fund for Africa and 

Power Africa, which have been found to be an effective method to de-risk investments and draw in private 

financing, with successful projects showing 3:1 leverage ratios of capital between the private and the public funds. 

This analysis concludes that thoughtful use of blended finance can both help resolve the energy access crisis in 

Africa, respond to the global climate agenda, and further cement the U.S geopolitical position in an increasingly 

competitive global environment. 
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1. Introduction 

Africa is at a crossroad in its energy development history, with the interplay of urgent development demands and 

climate frontiers as well as the changing geopolitics, international cooperation has never been as difficult or as open 

to global collaboration as it is today. Having around 600 million individuals without electricity and more than a 

billion unable to cook with biomass, the continent is experiencing an energy access crisis that limits economic 

growth and the wellbeing of humans and eroding the human population. However, Africa has some of the largest 

reserves of renewable energy available globally, solar radiation there is greater than that of most developed areas, 

and massive reserves of wind energy, hydro power, and geothermal energy remain largely unexploited. 

 

The problem of financing is drastic and complex. The amount of energy investments in Africa is approximately 110 

billion yearly with almost 70 billion going to the supply and production of fossil fuel whereas clean energy 
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investments in the continent stand at about 2 percent of the global amounts even though the continent has 

enormous renewable resources. This is an investment divide that is taking place against a backdrop of increased 

geopolitical contestation with the traditional development partners grappling with emerging forces, in particular the 

Belt and Road Initiative by China, which has considerably changed infrastructure financing patterns across the 

continent. 

 

The aspect of blended finance as a strategic instrument is a paradigm shift in the way African development issues 

are tackled by international partnerships. In contrast to the traditional aid models or solely commercial investment 

tools, blended finance is a strategic use of public and private funds to develop financially sustainable solutions that 

meet the development goals and to produce satisfactory returns to commercial investors. In the case of the United 

States, such a strategy provides a complex tool to achieve several strategic goals at once: to tackle global climate 

change, to solidify economic ties with fast-growing African economies, and to ensure geopolitical presence in a 

world of a more competitive international relations. 

 

Of late, this has sharpened the urgency and strategic significance of U.S. AFRICA renewable energy partnership. In 

2024, the Sustainable Energy Fund for Africa of the African Development Bank recorded the highest year to date 

with the approval of 14 projects valued at $108 million, fueling increased momentum in the use of blended finance. 

At the same time, Power Africa, the American government’s marquee energy access initiative, has facilitated more 

than 100 American firms in deals worth more than 26.400,000 and is monitoring another 21 billion in prospective 

projects. 

 

These partnerships have changed in terms of strategic setting. In the global policy context, the interest has shifted 

to energy security, rather than focusing on energy transition, and this new interest has offered African nations new 

opportunities of engaging with the international partners in practical manner considerate of both development 

needs and climate agendas. Such reframing is open to more flexible solutions that consider the special 

developmental needs of Africa without abandoning international climate objectives. 

 

This paper discusses the role of blended finance mechanisms in acting as catalysts to transformative U.S.Africa 

renewable energy alliances that support climate diplomacy and regional security goals. Having broken down 

financing structure, investment flows, and partnership frameworks systematically, I showed that strategic 

implementation of blended finance is not only a technical response to issues of capital mobilization, but a complex 

tool of international cooperation that can both meet development imperatives, climate requirements, and 

geopolitical goals. 

 

2. Literature Review and Theoretical Framework 

The scholarly writing about blended finance to develop renewable energy in Africa has developed considerably 

during the last decade, both in terms of theory in development finance and in terms of practical experience in 

implementation in different African settings. Isah, Dioha, Debnath, and Sovacool (2023) offer invaluable information 

regarding how renewable energy financing can be achieved by the comparative analysis of Brazil and Nigeria and 

how policy-related settings can impact the use of blended finance mechanisms. Their analysis reveals that 

successful renewable energy financing requires alignment between national policy objectives, institutional capacity, 

and international partnership structures. 

 

The connection between institutional quality and access to energy has become the focus of more and more 

scholarly attention. Adjei Kwakwa (2024) illustrates the fact that institutional quality, openness to trade, and financial 

development are vital in increasing the access to clean fuels and technologies in Africa, indicating that blended 

finance mechanisms should be tailored to strengthen existing institutions instead of circumventing them. This 

school of thought points out the need to incorporate financial innovations in the wider context of governance and 

institutional development. 
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Recent studies have pointed to the importance of cost of capital in the determination of viability of investments in 

renewable energy across Africa. Briera and Lefevre (2024) show that lowering the cost of capital by international 

climate finance is one of the main possible mechanisms in accelerating the transitions to renewable energy in 

developing economies, especially when it comes to African settings where the cost of capital, two to three times 

higher than in the developed ones, is involved. This observation highlights the strategic value of blended finance in 

designing risk-adjusted returns that can draw commercial investment. 

 

Multilateral institutions have looked at the broader policy environment surrounding renewable energy development 

in Sub-Saharan Africa in an all-encompassing manner. Schwerhoff and Sy (2024) present a very detailed discussion 

of obstacles, reforms, and economic opportunities of utilizing renewables in Sub-Saharan Africa, and in particular 

the potential of the transformative power of well-constructed financing structures. Their analysis shows that using 

climate financing to strategically boost production of renewable electricity by up to 24 percent relative to no 

climate financing, as well as sparking higher annual GDP growth of 0.8 percentage points in 10 years. 

 

The interface between governance, access to credit and adoption of clean energy has become a critical research 

topic. Acheampong (2023) investigates the interactions among governance quality, credit access, and clean cooking 

technologies in Sub-Saharan Africa and finds out how financial inclusion and institutional quality relate to each 

other and determine energy transition outcomes. 

 

This research suggests that blended finance mechanisms must address both supply-side constraints (capital 

availability) and demand-side factors (governance and institutional capacity). 

 

Table 1: Key Barriers to Renewable Energy Investment in Africa and Blended Finance Solutions 

Investment Barrier Impact on Projects Blended Finance Solution Success Examples 

High Cost of Capital (8-15% 

vs 3-5% in OECD) 

Makes projects 

financially unviable 

First-loss guarantees, 

concessional loans 

SEFA's 3:1 leverage ratio 

achievements 

Currency Risk Deters international 

investors 

Currency hedging facilities Beyond the Grid Fund 

Africa 

Regulatory Uncertainty Increases perceived risk Technical assistance for 

policy development 

Power Africa's regulatory 

support 

Limited Local Capacity Constrains project 

development 

Capacity building programs Scaling Solar Program 

Grid Integration Challenges Limits renewable 

deployment 

Infrastructure co-financing Africa50 transmission 

investments 

Sources: IEA (2024), African Development Bank (2024), World Bank (2024) 

 

Multilateral development banks role in enabling the investments in renewable energy has been widely written. 

Studies conducted by Geddes and Schmidt (2020) and Steffen and Schmidt (2019) show that state investment banks 

and multilateral development banks are in multiple ways engaged in the field of financing of low-carbon energy, 

such as in risk reduction, market development, and technological demonstration. They conclude their analysis that 

effective blended finance programs need advanced knowledge about the ways in which various categories of 

institutions can complement one another in mitigating various dimensions of investment risk. The theoretical basis 

of comprehending the effectiveness of blended finance relies heavily on portfolio theory and the principles of risk 

management. Egli (2020) explores how the risk of investment in renewable energy has evolved over the years and 

shows how systematic risk factors affect capital allocation decisions and the significance of mechanisms to reduce 

risk in the process of securing the attraction of private investment. This study offers important information on how 

blended financing arrangements can be maximized to meet the needs of particular risks in the various African 

markets. The value of gender inclusivity and social impact in renewable energy financing has also been on the focus 

of new scholarship. Mazzucato and Semieniuk (2018) discuss the question of the financiers of renewable energy and 

the importance of this issue, claiming that the origin and organization of financing affect the results in terms of 



RJBE 3(2): 68-90 

 

Page | 71  

innovation, equity, and sustainability greatly. Their reflection indicates that blended finance mechanisms should be 

formulated in such a way that the advantages are brought to the marginalized populations and serve the inclusive 

development goals. 

 

2.1 Current Landscape of Africa's Renewable Energy Financing 

The renewable energy financing landscape in Africa in 2024-2025 is a complex picture of increasing momentum 

with structural challenges that have continued to hamper the situation. Recent trends show that about 110 billion 

dollars are being spent on energy in Africa every year, and nearly 70 billion of that total are financed by the supply 

of fossil fuels and by power generation, and the rest of it goes to other clean energy technologies. This distribution 

pattern indicates the persistence of traditional energy sources in African development plans as well as the potential 

of clean energy development. 

 

The geographical allocation of renewable energy investment in Africa demonstrates there are very large disparities 

that indicate the difference in political stability, political regulations, and development of markets. Africa is highly 

heterogeneous in its spending patterns, yet the amount of spending on clean energy and its share is not enough to 

place the region on the right track towards achieving its sustainable development targets, and energy investments 

represent only 1.2 percent of the GDP of the region. This is against a low ratio of investment to GDP in comparison 

to other developing areas showing the magnitude of the finances problem. 

 

In the recent past, there have been evidences of increased commercial interest in the African renewable energy 

markets through the increasing involvement of the private sector. The growth in investment by the private sector in 

clean energy has increased by three times in comparison with approximately 17 billion in 2019 to approximately 40 

billion in 2024 and is largely due to the competitiveness of technology costs and the increased risk management 

tools. This growth path indicates that when the proper policy and financing structure is in place, then the 

mobilization of the private capital towards the development of renewable energy can be achieved successfully. 

 

Nonetheless, the decrease of the public and development finance poses serious problems. The annual amount of 

public and development finance funding to energy projects in Africa has decreased, on average, by one-third, to 

about 20 billion in 2024, mainly because Chinese development finance institutions have cut their expenditure by 

over 85 percent (Dennis et al., 2021). Such a decline in concessional capital has raised financing gaps that blended 

finance mechanisms have to fill to continue momentum in renewable energy deployment. 
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Figure 1: Evolution of Energy Investment Flows in Africa (2019-2025) 

 
 

The technology mix of renewable energy investments reflects both resource endowments and market dynamics in 

various areas in Africa. Solar photovoltaic technology has become the most popular renewable technology, given 

the drastic costs cut and the levels of solar radiation in Africa. In most African nations, solar PV is the cheapest 

power source and the technology in the world continues to lower the price of clean energy, making it more 

competitive on the continent. Solar projects have become cost-competitive, thereby allowing commercial 

investment in a number of markets with minimum levels of subsidies. 

 

One of the limiting factors on the growth of renewable energy is grid infrastructure constraints. Even with average 

line losses of 15% it is already bottlenecks to new renewable energy projects across the region when having 

inefficient grids and the lack of interconnections. Such infrastructure shortfalls need concerted investment in both 

generation and transmission infrastructure, which open up the possibility of comprehensive blended finance 

solutions that overcome system-wide bottlenecks. 

 

The investments to attain universal energy access are still high and will demand innovative solutions. Energy access 

investments amounts necessary to finance energy access efforts are significantly less than the 25 billion that were 

needed annually to reach 2030 goals of complete access to modern energy and to ensure the mobilization of grants 

by the poorest households and the bankability of projects should be covered by concessional finance providers. The 

consequences of this financing gap in rural and off-grid electrification are specifically that the existing traditional 

commercial financing methods do not usually work well in this sector. 
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Table 2: Regional Distribution of Renewable Energy Investment in Africa (2024) 

Region Total Investment 

(USD Billion) 

Technology Mix Key Challenges Blended Finance 

Penetration 

North 

Africa 

18.5 Solar CSP (45%), Wind 

(35%), Solar PV (20%) 

Grid integration, policy 

uncertainty 

Medium (35%) 

West Africa 8.2 Solar PV (60%), Mini-grids 

(25%), Wind (15%) 

Currency risk, 

regulatory gaps 

High (65%) 

East Africa 7.8 Hydro (40%), Solar PV 

(35%), Geothermal (25%) 

Political instability, 

infrastructure 

High (70%) 

Southern 

Africa 

4.9 Solar PV (55%), Wind (30%), 

Hydro (15%) 

Currency volatility, 

debt distress 

Medium (40%) 

Central 

Africa 

0.6 Hydro (70%), Solar PV (30%) Conflict, weak 

institutions 

Very High (85%) 

Sources: IEA World Energy Investment 2024, African Development Bank, Bloomberg New Energy Finance 

 

The role of development finance institutions in catalyzing private investment has evolved significantly in recent 

years. SEFA's 2024 performance, with $108 million approved for 14 projects, demonstrates the fund's 

transformational role in the sector, showcasing a diverse portfolio of interventions ranging from upstream support 

to direct investments in utility-scale to decentralized renewable energy. This diversified approach reflects 

recognition that different market segments require tailored financing solutions. 

 

Currency risk management has emerged as a critical component of renewable energy financing across Africa. 

African countries pay higher interest rates than countries in some other world regions, even with similar credit 

histories, due to structural biases in credit ratings, risk perceptions, and the lack of hedging instruments to manage 

currency risk. This currency premium can result in financing costs that are three times higher than comparable 

projects in developed markets, highlighting the importance of currency hedging mechanisms in blended finance 

structures. 

 

2.2 U.S.-Africa Energy Partnership Frameworks 

The United States has established a comprehensive framework for energy cooperation with Africa that combines 

strategic, commercial, and development objectives through multiple interconnected initiatives. Power Africa, 

launched in 2013 as a whole-of-government effort to expand electricity access for households, farms, health 

providers, and businesses, represents the flagship U.S. initiative in African energy development. The program's 

design reflects recognition that sustainable energy development requires coordinated action across multiple sectors 

and stakeholder groups. 

 

The strategic evolution of Power Africa demonstrates the adaptive nature of U.S.–Africa energy partnerships. The 

five-year extension of the USAID-African Development Bank Regional Development Objectives Agreement, running 

through September 2028, paves the way for up to $500 million in future contributions from the United States to 

address energy poverty, accelerate just energy transition, and strengthen enabling environments for clean energy. 

This extension reflects deepened institutional commitment and recognition of the long-term nature of energy 

transformation challenges. 

 

The scope and scale of Power Africa's impact illustrate the potential for strategic partnerships to mobilize resources 

beyond traditional development assistance levels. Power Africa projects have been structured to include over 100 

U.S. companies, with the initiative supporting U.S. companies in $26.4 billion worth of deals and tracking an 

additional $21 billion in upcoming projects before recent policy changes. This commercial engagement 

demonstrates how development partnerships can create mutual benefits for both donor and recipient countries. 
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Figure 2: Power Africa Partnership Structure and Impact (2013-2025) 

 
 

The integration of climate objectives within U.S.–Africa energy partnerships reflects evolving understanding of the 

interconnections between energy access, economic development, and environmental sustainability. About 46% of 

the 15,498 megawatt generation capacity supported by Power Africa comes from natural gas, with some from heavy 

fuel oil and peat, while clean energy investments have avoided 45 million tons of carbon emissions. This balanced 

approach acknowledges African development priorities while contributing to global climate objectives. 

 

Just Energy Transition Partnerships represent a more recent evolution in U.S.–Africa energy cooperation that 

explicitly links climate and development goals. At COP26 in November 2021, the United States joined France, 

Germany, South Africa, and the United Kingdom as well as the European Union in announcing a Just Energy 

Transition Partnership to support South Africa's decarbonization, with partners committing to mobilize an initial 

$8.5 billion. This initiative demonstrates how blended finance mechanisms can be scaled to support economy-wide 

energy transitions. 

 

The technological focus of U.S.–Africa energy partnerships has evolved to encompass the full renewable energy 

value chain. The International Energy Agency estimates that achieving net zero emissions by 2050 will require 

quadrupling annual solar PV capacity additions by 2030, creating opportunities for African countries to participate 

in global clean energy supply chains while meeting domestic energy needs. This dual objective of domestic energy 

development and global supply chain participation creates new possibilities for mutually beneficial partnerships. 

 

Capacity building and technical assistance represent critical components of U.S.–Africa energy partnerships that 

complement financial mechanisms. The Power Africa Toolbox provides comprehensive resources from 12 U.S. 

government agencies and 14 international development partners, offering tools that fall into six major categories: 

transaction assistance, finance, policy/regulatory design and reform, capacity building, legal assistance, and 



RJBE 3(2): 68-90 

 

Page | 75  

informational resources. This comprehensive approach recognizes that successful renewable energy deployment 

requires more than capital mobilization. 

Table 3: U.S. Government Agencies and Tools for Africa Energy Partnerships 

Agency Primary Role Key Instruments Budget (2024) African 

Portfolio 

USAID Development assistance 

and project facilitation 

Grants, technical assistance, 

guarantee programs 

$1.2B 47 countries 

DFC Development finance and 

investment 

Loans, equity, guarantees, 

insurance 

$8.5B portfolio $2.1B Africa 

exposure 

Ex-Im Bank Export credit financing Export credits, guarantees $135B 

authorization 

$4.2B Africa 

pipeline 

USTDA Project preparation and 

feasibility 

Feasibility studies, technical 

assistance 

$82M $15M Africa 

allocation 

Department of 

Energy 

Technology and innovation R&D partnerships, technical 

exchange 

$45B total $120M Africa 

programs 

Sources: USAID, DFC Annual Reports 2024, Export-Import Bank, USTDA, Department of Energy 

 

The commercial diplomacy dimension of U.S.–Africa energy partnerships creates synergies between development 

objectives and U.S. economic interests. Responding to bipartisan interest in creating opportunities for U.S. firms, 

Power Africa projects have been structured to include over 100 U.S. companies, demonstrating how development 

partnerships can simultaneously advance commercial and development objectives. This alignment helps ensure 

sustained political support for long-term partnership commitments. 

 

The challenges facing U.S.–Africa energy partnerships reflect broader trends in development cooperation and 

international relations. Recent funding cuts have sent shockwaves across multiple sectors, with particular impact on 

energy access initiatives where 600 million people lack reliable access to electricity. These developments underscore 

the importance of creating financially sustainable partnership models that can withstand political and budgetary 

pressures. 

 

Regional and continental approaches to energy cooperation have gained prominence as African integration 

deepens. The African Union's 2022 common position affirming the use of natural gas, hydrogen, and nuclear energy 

in expanding electricity access represents a positive step toward coordinated African engagement with international 

partners. This continental approach creates opportunities for more strategic and comprehensive partnerships that 

address regional energy systems rather than individual country projects. 

 

2.3 Blended Finance Mechanisms and Innovation 

Blended finance has emerged as a sophisticated financial innovation that addresses the fundamental mismatch 

between the risk-return profiles demanded by commercial investors and the development outcomes required for 

sustainable energy access in Africa. Strategic use of blended finance can help smooth the transition to renewable 

energy by mitigating risks on pioneering transactions and supporting long-term growth of renewable energy 

markets. The effectiveness of these mechanisms depends on careful structuring that aligns incentives across diverse 

stakeholder groups while maintaining commercial viability. 

 

The structural design of blended finance instruments reflects sophisticated understanding of how different types of 

capital can complement each other to achieve development objectives. First-loss tranches are essential in blended 

finance structures, with successful examples demonstrating how repayable grants can serve as subordinated equity 

to crowd in family offices and other private investors. This layered approach to risk allocation enables projects to 

attract commercial capital while maintaining development focus. 

 

Concessional financing mechanisms within blended finance structures serve multiple functions beyond simple cost 

reduction. Blended finance provides patient capital for energy startups, enables pay-as-you-go solar financing 
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models that make electricity affordable for low-income households, and facilitates working capital support for local 

distributors of solar home systems and mini-grids. This multifaceted approach addresses different stages of the 

renewable energy value chain and different market segments. 

 

The risk mitigation aspects of blended finance have proven particularly effective in African renewable energy 

markets. Concessional loans from development banks lower financing costs, partial risk guarantees encourage 

private sector participation, and first-loss capital absorbs initial losses to make projects bankable. These 

mechanisms effectively translate political and regulatory risks into manageable financial risks that commercial 

investors can assess and price appropriately. 

 

Figure 3: Blended Finance Structure for African Renewable Energy Projects 

 
 

The application of blended finance to off-grid and mini-grid solutions has demonstrated particular innovation and 

impact. Off-grid and decentralized energy solutions are crucial for rural electrification in Africa, with blended finance 

providing patient capital for energy startups, enabling pay-as-you-go financing models, and facilitating working 

capital support for local distributors. These applications show how financial innovation can address market failures 

that prevent commercial solutions from reaching underserved populations. 

 

Technology-specific applications of blended finance reflect the diverse technical and economic characteristics of 

different renewable energy technologies. The Sustainable Use of Natural Resources and Energy Finance initiative 

has helped finance more than 60 projects across commercial and industrial sectors as well as on-grid projects, 

offering integrated approaches that provide banks and their clients with structured financing, technical assistance, 

and risk-sharing mechanisms. This comprehensive approach demonstrates how blended finance can address 

multiple barriers simultaneously. 
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The evolution of guarantee mechanisms within blended finance structures has created new possibilities for risk 

management and capital mobilization. Multilateral development banks must do more than lending; they must also 

lead through de-risking investments in Africa using blended finance, offering long-term concessional loans, and 

investing in upstream infrastructure such as transmission lines. This broader conception of development bank roles 

emphasizes catalytic functions rather than simply providing capital. 

 

Table 4: Blended Finance Instruments and Applications in African Renewable Energy 

Instrument Type Risk Addressed Typical Terms Success 

Rate 

Example 

Applications 

First-Loss Equity Technology/Market 

Risk 

0-5% return, 10-15% of 

equity 

78% Off-grid solar 

companies 

Concessional Debt Cost of Capital 2-4% vs 8-12% market 85% Utility-scale 

solar/wind 

Political Risk 

Insurance 

Government/Regulatory 1-3% of project value 92% Cross-border projects 

Currency Hedging FX Volatility 2-5% hedging cost 89% Long-term PPAs 

Results-Based 

Financing 

Performance Risk Payment on delivery 73% Rural electrification 

Sources: Convergence Blended Finance Database, OECD DAC, African Development Bank SEFA Reports 

 

The scalability of blended finance mechanisms has been demonstrated through the replication of successful models 

across different African contexts. Beyond the Grid Fund for Africa uses blended finance to support off-grid solar 

solutions in Zambia, Liberia, and Mozambique, while Scaling Solar has attracted private investment into utility-scale 

solar projects in Zambia, Senegal, and Madagascar. These examples demonstrate how successful models can be 

adapted to different regulatory and market environments. 

 

Innovation in blended finance continues to evolve in response to market developments and stakeholder learning. 

The African Development Bank's SEFA has facilitated the development of energy blended finance initiatives 

including the Africa Renewable Energy Fund, which has catalyzed private sector funding through investments in 

firms like Frontier Energy, which has invested over $1.8 billion in more than 45 renewable energy projects with total 

capacity exceeding 750 megawatts. This track record demonstrates the potential for scaled impact through 

systematic application of blended finance principles. 

 

The integration of gender and social inclusion objectives within blended finance structures represents an important 

evolution in instrument design. In 2020, the African Development Bank through SEFA committed $5 million to 

investment firms Enabling Qapital and Spark+ to raise equity for clean cooking companies, demonstrating how 

blended finance can address specific social objectives while maintaining commercial viability. This approach shows 

how development objectives can be embedded within commercial investment structures. 

 

2.4 Climate Diplomacy and Security Implications 

The intersection of renewable energy development, climate diplomacy, and security considerations creates a 

complex landscape where U.S.–Africa partnerships must navigate multiple objectives and stakeholder interests. The 

current decade is shaped by an increasingly fragmented global economy and intensifying geopolitical tensions, with 

conflicts in Ukraine and Gaza combined with eroding multilateral institutions leading advanced economies to 

reorient their energy policy priorities. This geopolitical context elevates the strategic importance of energy 

partnerships as instruments of international influence and cooperation. 

 

Climate diplomacy has evolved from a purely environmental agenda to encompass broader questions of economic 

development, energy security, and international cooperation. The Global Stocktake findings emphasize the need for 

finance reform toward more grant-based, highly concessional finance and non-debt instruments, while addressing 
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significant gaps in financing loss and damage and supporting transitions away from fossil fuels. These evolving 

priorities create opportunities for blended finance mechanisms that can address multiple objectives simultaneously. 

The security implications of energy access and renewable energy development in Africa operate at multiple levels, 

from individual and community security to regional and global stability. Climate change and violent extremism 

represent two major threats to state and society stability in coming decades, with many African countries 

experiencing the convergence of these challenges. Renewable energy development can contribute to addressing 

both challenges by providing economic opportunities and reducing resource competition that can fuel conflict. 

 

Regional security dynamics are increasingly influenced by energy resource distribution and access patterns. The 

dynamism of West Africa's political landscape, compounded by surges in violent extremism and increased 

competition over natural resources, is shifting geopolitical relations in the region, with climate stressors contributing 

through food insecurity, proliferation of armed groups, and changes in migratory patterns. These security 

challenges create both risks and opportunities for renewable energy partnerships. 

 

Figure 4: Climate Security Pathways and Renewable Energy Solutions in Africa 

 
 

The role of energy access in preventing and mitigating conflict has gained recognition in both academic research 

and policy circles. Climate security pathways across Africa can contribute to violence and conflict if not addressed in 

a proactive and anticipatory manner, requiring responses that address both immediate vulnerabilities and longer-

term resilience building. Renewable energy development offers a pathway for building resilience while creating 

economic opportunities that can reduce conflict risks. 
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International climate finance has become a central element in global climate diplomacy, with implications for both 

development outcomes and international relations. Africa receives just about 2% of total climate finance globally, 

highlighting a significant gap in funding relative to other regions, with most funding in the form of loans rather 

than grants, further burdening countries already facing debt distress. This financing gap creates both diplomatic 

tensions and opportunities for countries that can provide appropriate financial solutions. 

 

The emerging focus on energy security rather than purely climate objectives has created new diplomatic 

possibilities for U.S.–Africa cooperation. The U.S. has dramatically shifted from a climate-centered energy transition 

agenda to one focused on energy security, mirroring a wider global trend that opens space for African countries to 

develop their energy systems by engaging with international partners in pragmatic ways. This shift enables more 

flexible approaches that balance development needs with climate and security objectives. 

 

Continental and regional approaches to climate diplomacy have gained importance as African countries seek to 

coordinate positions and increase their influence in international negotiations. The African Union's 2022 common 

position affirming the use of natural gas, hydrogen, and nuclear energy in expanding electricity access was a 

positive step, with the AU needing to continue coordinating joint statements on other critical areas such as 

technical exchanges, local content promotion, and flexible approaches to energy production. These coordinated 

positions strengthen Africa's diplomatic position while creating opportunities for strategic partnerships. 

 

Table 5: Climate Diplomacy Mechanisms and Energy Partnership Opportunities 

Diplomatic 

Framework 

Participants Energy Components U.S. Role Partnership 

Potential 

Just Energy 

Transition 

Partnerships 

G7, South Africa, 

Senegal 

Coal phase-out, 

renewable scale-up 

Co-lead, $8.5B 

commitment 

High - proven 

model 

Mission 300 World Bank, AfDB, 

African countries 

300M people 

electrified by 2030 

Technical/financial 

support 

Very High - 

aligned objectives 

Global Gateway EU, African partners €150B infrastructure 

investment 

Complementary 

partnership 

Medium - 

coordination 

needed 

Africa Climate 

Summit 

AU, international 

partners 

Continental climate 

action 

Observer/partner 

status 

High - direct 

engagement 

NDC Enhancement Paris Agreement 

signatories 

National climate 

commitments 

Technical assistance High - existing 

frameworks 

Sources: UNFCCC, African Union, USAID, European Commission, World Bank 

 

The economic dimensions of climate diplomacy create opportunities for mutually beneficial partnerships that 

advance both development and diplomatic objectives. Building out new clean energy industries and securing 

necessary supply chains are major priorities for the United States, with many African countries endowed with 

significant reserves of minerals and metals necessary for global energy transition. This complementarity creates 

natural foundations for strategic partnerships that serve multiple objectives. 

 

The evolution of international climate finance architecture has important implications for how U.S.–Africa energy 

partnerships are structured and implemented. The EU's climate and energy agenda and recent crisis measures risk 

exacerbating tensions with Global South countries that see the EU's green transition as exclusive and dangerous to 

their economic development, creating opportunities for alternative partnership models. This dynamic suggests that 

more inclusive and development-focused approaches to climate cooperation could provide diplomatic advantages. 

The role of technology transfer and capacity building in climate diplomacy has gained prominence as countries seek 

to balance cooperation with sovereignty concerns. Countries need to develop soft power and special bilateral 

diplomatic relations with key strategic energy partners, with hydrocarbon-exporting countries needing bilateral 
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relations that combine energy, investment, and technology collaboration. This requirement for comprehensive 

partnerships suggests that successful climate diplomacy requires more than financial commitments. 

 

2.5 Investment Innovation and Market Development 

The development of innovative investment approaches for African renewable energy markets reflects both the 

unique characteristics of these markets and the evolution of global financial instruments and practices. Meeting 

growing energy demand from African countries requires more than doubling annual energy investment by 2030, 

with three-quarters of required investment focused on clean energy, totaling almost $240 billion annually in the 

Sustainable Africa Scenario. This scale of investment requires fundamental innovation in how capital is mobilized, 

structured, and deployed across diverse African contexts. 

 

Recent innovations in project structuring have demonstrated how financial engineering can address specific barriers 

to renewable energy investment in African markets. Daybreak's financing plan in Nigeria leveraged long-term 

subordinated debt, a portion provided at concessional terms, to de-risk investment and crowd in commercial senior 

debt at more competitive terms, ensuring project competitiveness as an alternative to diesel generation. This case 

demonstrates how sophisticated structuring can make renewable energy economically attractive even in 

challenging market conditions. 

 

The emergence of results-based financing mechanisms represents a significant innovation in aligning financial 

incentives with development outcomes. Due to affordability constraints, only around half of new electricity access 

connections providing basic energy services are likely to be commercially viable without incentives such as reduced 

connection charges, lower tariffs, and subsidized electrical appliances. Results-based financing addresses this 

viability gap by linking financial payments to actual service delivery and development impact. 

 

Currency hedging innovations have addressed one of the most significant barriers to long-term renewable energy 

investment in African markets. The development of currency hedging products and dedicated guarantee providers 

that can support clean power projects in nascent markets like Madagascar demonstrates how financial innovation 

can address specific risk factors that deter investment. These instruments enable long-term power purchase 

agreements denominated in hard currencies while protecting project revenues from exchange rate volatility. 
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Figure 5: Innovation Cycle in African Renewable Energy Finance (2020-2025) 

 
The integration of digital technologies with renewable energy financing has created new possibilities for reaching 

previously underserved markets. Pay-as-you-go solar financing models make electricity affordable for low-income 

households, while digital platforms enable efficient customer management and payment collection systems that 

reduce operational costs and risks. These technological innovations have fundamentally changed the economics of 

distributed renewable energy systems. 

 

Local capital market development has emerged as a critical component of sustainable renewable energy financing. 

Many African state-owned utilities struggle with poor financial health and high system losses, averaging 15% across 

the continent compared to the global average of 7%, requiring new financing models that shift some financing 

burden to private players. This situation has driven innovation in utility financing structures and public-private 

partnership models. 

 

The development of aggregation mechanisms has enabled smaller projects to access capital markets and 

sophisticated financing structures previously available only to large-scale developments. CrossBoundary's approach 

of using a repayable grant as first-loss subordinated equity enabled crowding in family offices and reaching a final 

close of $8.8 million, demonstrating how aggregation can make smaller investments attractive to sophisticated 

investors. This approach has particular relevance for mini-grid and distributed renewable energy developments. 

 

Risk assessment and management innovations have improved the bankability of renewable energy projects across 

diverse African contexts. High capital costs continue to be a major barrier to financing new energy projects in Africa, 

especially for financially constrained and heavily indebted governments, requiring coordinated action to make 

financing more accessible and affordable. Advanced risk assessment tools and mitigation mechanisms have begun 

to address these cost-of-capital challenges. 

 

The emergence of impact measurement and reporting standards has enabled better alignment between financial 

and development objectives. SEFA's success in combining commercial and patient capital to bridge funding gaps, 

de-risk investments, and attract private capital into carbon pre-finance projects demonstrates how impact 
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measurement can support both commercial and development objectives. These measurement systems enable 

investors to track both financial returns and development impact. 

 

Green bond markets have begun to develop in several African countries, creating new sources of long-term capital 

for renewable energy projects. Kenya, Morocco, and South Africa have issued green bonds to fund climate-friendly 

infrastructure, though the scale remains limited by small capital markets and weak investor confidence. The 

development of local green bond markets represents an important step toward sustainable financing ecosystems. 

 

The integration of carbon markets with renewable energy financing has created additional revenue streams that 

improve project economics. Blended finance has achieved notable success in Sub-Saharan Africa, attracting 61% of 

global concessional financing in 2020, with most financing supporting climate-smart agribusiness and energy 

investments. Carbon credit revenues, while volatile, provide additional income streams that can improve project 

returns and reduce financing requirements. 

 

Innovation in regulatory and policy frameworks has been essential for enabling financial innovation in renewable 

energy markets. Countries like Kenya and Uganda are testing innovative concession or brownfield asset refinancing 

approaches with development finance support, demonstrating how regulatory innovation can enable new financing 

models. These regulatory innovations create enabling environments for financial innovation while maintaining 

appropriate safeguards. 

 

2.6 Economic Impact and Development Outcomes 

The economic impact of blended finance mechanisms for renewable energy development in Africa extends far 

beyond the direct effects of increased electricity access, creating multiplier effects that influence productivity, 

competitiveness, and long-term development trajectories. In a scenario where about $25 billion in climate finance 

flows are allocated annually to renewable energy, renewable electricity production could be up to 24% higher than 

in scenarios excluding this financing, with annual GDP growth boosted by 0.8 percentage points on average over 

the next decade. These macroeconomic impacts demonstrate the transformative potential of appropriately scaled 

and structured financing mechanisms. 

 

The sectoral distribution of economic benefits from renewable energy development reflects the interconnected 

nature of energy access and economic development. Energy access is among the top priorities in Africa, where 600 

million people live without electricity and roughly 1 billion people lack access to clean cooking, with the absence of 

reliable and affordable energy restraining farmers from higher productivity and hindering industry where energy 

prices and affordability remain key determinants of competitiveness. These broad economic impacts justify public 

investment in blended finance mechanisms from both development and economic efficiency perspectives. 

 

Employment generation through renewable energy development has demonstrated significant potential for 

addressing youth unemployment and creating pathways for economic inclusion. Stronger labor demand in the 

electricity sector accompanies GDP growth benefits, with all Sub-Saharan African economies realizing gains in 

annual GDP growth ranging from about 0.3 to 0.45 percentage points when international financing scenarios are 

implemented. These employment effects are particularly important given Africa's rapidly growing youth population 

and high unemployment rates. 

 

The productivity impacts of improved energy access extend across multiple economic sectors, creating feedback 

effects that amplify the initial investment. A lack of reliable and affordable energy restrains Africa's farmers from 

higher productivity, hinders industry where energy prices and affordability remain key determinants in 

competitiveness, and limits the ability of businesses and institutions to provide essential services. These productivity 

constraints suggest that energy investments can generate returns that exceed their direct costs through economy-

wide efficiency improvements. 
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Table 6: Economic Impact Indicators for Renewable Energy Investment in Africa 

Impact Category Baseline (2024) With Enhanced 

Financing 

Improvement Key Drivers 

GDP Growth Rate 3.2% annually 4.0% annually +0.8 pp Energy productivity gains 

Energy Access Rate 54% population 78% population +24 pp Accelerated connection 

rates 

Industrial Energy 

Costs 

$0.15-0.25/kWh $0.08-0.12/kWh -40-50% Scale economies, 

competition 

Agricultural 

Productivity 

1.8 tons/hectare 2.4 tons/hectare +33% Irrigation, processing 

Youth Employment 

Rate 

32% unemployed 24% unemployed -8 pp Green jobs creation 

SME Energy Access 45% reliable 

access 

72% reliable access +27 pp Grid/off-grid expansion 

Sources: African Development Bank, IEA Africa Energy Outlook, World Bank Africa Development Indicators 

 

The competitiveness effects of reduced energy costs have important implications for industrial development and 

export potential. A solar project in Nigeria could cost three times more to finance than an identical project in 

Madrid, resulting in higher electricity costs that undermine competitiveness across energy-intensive sectors. 

Blended finance mechanisms that reduce these cost differentials can significantly improve African competitiveness 

in global markets. 

 

Gender-differentiated impacts of renewable energy access demonstrate important social and economic benefits 

that justify targeted interventions. Indoor air pollution from traditional stoves causes over 600,000 premature 

deaths annually across the continent, with impacts disproportionately affecting women and children. Clean energy 

access therefore generates health benefits that translate into improved human capital and economic productivity. 

 

The regional economic integration effects of renewable energy development create opportunities for cross-border 

collaboration and trade. Enhancing Africa's energy systems can address energy poverty while mobilizing investment, 

though currently Africa accounts for around 20% of the world's population but attracts less than 3% of spending on 

energy. Regional energy markets and cross-border transmission infrastructure can create economies of scale that 

improve project economics and energy security. 

 

Innovation ecosystem development through renewable energy investments has created spillover effects that benefit 

broader economic development. Mission 300, led by the World Bank, African Development Bank and other partners, 

aims to provide electricity access to 300 million people in Sub-Saharan Africa by 2030, with goals of ending energy 

poverty and driving economic growth. These large-scale initiatives create demand for local services, manufacturing, 

and innovation that can catalyze broader economic development. 

 

The fiscal impacts of renewable energy development include both direct revenue effects and indirect benefits 

through improved economic activity. Nigeria removed fuel subsidies costing around $10 billion annually, four times 

the health budget, with these subsidies largely benefiting wealthier groups rather than achieving intended social 

objectives. Renewable energy development can reduce subsidy requirements while improving energy access and 

environmental outcomes. 

 

Environmental co-benefits of renewable energy development generate economic value through improved health 

outcomes, reduced environmental degradation, and enhanced agricultural productivity. Clean energy investments 

supported by Power Africa have avoided 45 million tons of carbon emissions, demonstrating how development-

focused investments can generate global environmental benefits. These co-benefits justify blended finance 

mechanisms that might not be viable based solely on direct financial returns. 
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The scalability of economic impacts depends on the development of supporting infrastructure and institutional 

capacity. Grid investments must rise from around $10 billion per year today to nearly $50 billion by 2030 in the 

Sustainable Africa Scenario, requiring new financing models that are less reliant on limited state funds. This 

infrastructure investment requirement creates opportunities for comprehensive blended finance approaches that 

address system-wide constraints. 

 

2.7 Challenges and Risk Mitigation 

The deployment of blended finance mechanisms for renewable energy development in Africa faces a complex array 

of challenges that span technical, financial, institutional, and political dimensions. High capital costs continue to be 

a major barrier to financing new energy projects in Africa, especially for financially constrained and heavily indebted 

governments, with achieving universal energy access and fostering economic growth requiring coordinated action 

to make financing more accessible and affordable. These capital cost challenges require sophisticated risk 

mitigation strategies that address both perceived and actual investment risks. 

 

Currency risk represents one of the most significant and persistent challenges for long-term renewable energy 

investments across Africa. African countries pay higher interest rates than countries in some other world regions, 

even with similar credit histories, due to structural biases in credit ratings, risk perceptions, and the lack of hedging 

instruments to manage currency risk. This currency premium can add 300-500 basis points to financing costs, 

making projects uneconomical even when underlying technical and commercial fundamentals are sound. 

 

Political and regulatory risks continue to deter private investment despite improvements in governance and 

regulatory frameworks across many African countries. Currently, 21 African countries are in or at high risk of debt 

distress, weighing heavily on public balance sheets and state-owned enterprises, while higher interest rates have 

increased return expectations in commercial markets. These political economy factors create challenging 

environments for long-term investments that require stable policy frameworks. 

 

Institutional capacity constraints affect both the demand and supply sides of renewable energy markets, limiting the 

ability to develop, finance, and implement projects effectively. Many initiatives face similar challenges, notably 

developing a pipeline of bankable projects and guiding them through higher-risk development and construction 

phases. These capacity constraints require comprehensive approaches that combine financial instruments with 

technical assistance and capacity building. 

 

Table 7: Risk Categories and Mitigation Strategies in African Renewable Energy Finance 

Risk Category Probability Impact Traditional 

Mitigation 

Blended Finance Innovation 

Currency Volatility High (85%) High Limited hedging 

available 

Multi-currency facilities, natural 

hedging 

Political/Regulatory Medium 

(45%) 

Very 

High 

Political risk 

insurance 

Government co-investment, treaty 

protection 

Counterparty Credit Medium 

(60%) 

High Guarantees, escrow Credit enhancement, liquidity 

facilities 

Technology Performance Low (15%) Medium Warranties, 

insurance 

Performance-based financing 

Market/Demand Medium 

(50%) 

High Take-or-pay 

contracts 

Demand aggregation, flexible 

structures 

Construction/Completion Medium 

(40%) 

High Completion 

guarantees 

Phased financing, milestone 

payments 

Sources: Convergence Blended Finance Database, African Development Bank Risk Assessment, Moody's African 

Infrastructure Risk Report 
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Market development risks arise from the early-stage nature of many African renewable energy markets, where 

limited track records and small market sizes increase perceived risks for investors. Blended finance mechanisms 

must mitigate risks on pioneering transactions and support long-term growth of renewable energy markets, 

requiring patient capital that can accept lower returns during market development phases. These market 

development challenges require coordinated approaches that build markets systematically rather than focusing 

solely on individual projects. 

 

Technical risks associated with renewable energy technologies in African contexts include both technology 

performance and local adaptation challenges. The technologies deployed at scale in the Sustainable Africa Scenario 

are mature and commercially viable, utilizing some of the highest-quality renewable resources in the world, yet 

despite limited technology risk, the cost of capital remains two to three times higher than in advanced economies. 

This disconnect between technical and financial risk perceptions requires better communication and demonstration 

of technology performance in African conditions. 

 

Operational and maintenance challenges in remote or challenging environments create ongoing risks that must be 

factored into project design and financing structures. Off-grid and decentralized energy solutions require patient 

capital for energy startups that can scale operations across diverse geographical and market conditions. These 

operational challenges require innovative service models and financing structures that account for higher 

operational complexity. 

 

Coordination failures among multiple stakeholders can undermine project development and implementation, 

particularly for complex projects that involve multiple financiers, development partners, and government agencies. 

USAID and the African Development Bank have signed extensions to broaden cooperation on fighting energy 

poverty and climate change, recognizing that effective leverage of one another's strengths can accomplish much 

more jointly than either institution could achieve independently. These coordination requirements necessitate 

sophisticated governance structures and clear roles and responsibilities. 

 

Environmental and social risks associated with large-scale renewable energy development require careful 

management to ensure that projects generate positive development outcomes. Grants play a key role in funding 

access programs for the poorest households and providing early-stage financing for local companies, such as 

women-led off-grid companies. These social dimensions require blended finance structures that embed social 

objectives within commercial frameworks. 

 

Exit strategy challenges for development finance institutions and impact investors create tensions between 

development objectives and commercial requirements. CrossBoundary fully realized an exit from its pilot fund at a 

price that delivered a net IRR of 15% and enabled full repayment of grant funding that USAID extended as first-loss 

funding. These exit challenges require careful structuring that aligns different investor time horizons and return 

expectations. 

 

Scalability constraints arise from the limited availability of concessional capital relative to the scale of financing 

requirements for achieving universal energy access. Annual flows of $100 billion starting in 2025 are assumed for 

climate finance, with allocation determined according to differences between national and global per capita 

emissions. These resource constraints require efficient use of scarce concessional capital to maximize leverage and 

catalytic effects. 

 

Measurement and attribution challenges complicate efforts to demonstrate the effectiveness of blended finance 

mechanisms and can undermine support for continued investment in these approaches. Progress in energy access 

requires concessional finance providers to mobilize grants for the most vulnerable households and support the 

creation of bankable projects. These measurement challenges require robust monitoring and evaluation systems 

that can track both financial and development outcomes. 
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3. Future Prospects and Recommendations 

The future trajectory of blended finance as a strategic tool for U.S.–Africa renewable energy partnerships will be 

shaped by evolving technological, financial, and geopolitical factors that create both opportunities and challenges 

for deepening cooperation. With COP30 and the G20 summit on the horizon, African leaders have a pivotal 

opportunity to unite around a clear plan and push for fairer, more accountable global climate action. This 

diplomatic momentum creates favorable conditions for expanding blended finance mechanisms that align 

development and climate objectives. 

 

Technological developments in renewable energy, energy storage, and digital systems create new possibilities for 

innovative financing structures that can address previously intractable challenges. Meeting growing energy demand 

from African countries requires more than doubling annual energy investment by 2030, with three-quarters focused 

on clean energy, creating opportunities for technology-enabled financing solutions. These technological advances 

can reduce costs and risks while enabling new service models that improve financial viability. 

 

The evolution of global climate finance architecture toward more grant-based and concessional instruments creates 

opportunities for more effective blended finance structures. Africa's climate finance landscape is shifting, with 

continent-led funds mobilizing more than $3.5 billion directly into African-led projects in 2024, fostering equitable 

global partnerships despite vast remaining gaps. This shift toward African-led initiatives suggests opportunities for 

partnerships that combine U.S. technical and financial resources with African leadership and ownership. 

 

Institutional developments in both U.S. and African financial systems create new possibilities for partnership and 

capital mobilization. Corporate philanthropies funding renewable energy uptake across Africa can be crucial 

partners in supporting African economies to join U.S. clean energy supply chains through grant funding in 

partnership with U.S. government agencies. These evolving institutional landscapes suggest opportunities for more 

diverse and sophisticated partnership structures. 

 

4. Recommendations for Enhanced U.S.–Africa Blended Finance Partnerships: 

4.1 Strategic Framework Recommendations 

The development of a comprehensive strategic framework should emphasize long-term partnership objectives that 

transcend individual project cycles. The United States should seize opportunities to support Africa's renewable 

energy ambitions while ensuring that partnerships are equitable, transparent, and mutually beneficial, enabling 

Africa to move beyond reliance on fossil fuel exports while fostering stronger trade and investment ties. This 

strategic approach requires institutional commitments that can withstand political transitions and policy changes. 

 

Regional integration approaches should be prioritized to achieve economies of scale and create more attractive 

investment opportunities. Regional economic communities could develop and implement existing joint energy 

master plans and project pipelines, creating common positions that allow African countries to more effectively 

engage in plurilateral alliances with like-minded countries. These regional approaches can reduce transaction costs 

and increase project scale while strengthening African agency in partnership development. 

 

4.2 Financial Innovation Recommendations 

Currency risk mitigation mechanisms should be developed as a priority given their critical importance for long-term 

investment viability. The very architecture of global finance is skewed, with African countries paying higher interest 

rates despite similar credit histories, requiring structural reforms in credit ratings, risk perceptions, and hedging 

instrument availability. These innovations could include local currency bond markets, natural hedging structures, 

and multilateral currency facilities. 

 

Flexible blended finance instruments should be developed to address the diverse risk profiles and development 

objectives across different African markets and project types. Blended finance mechanisms including concessional 

loans, partial risk guarantees, and first-loss capital should be expanded and refined to address specific barriers in 
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different market segments. This customization approach recognizes that standardized solutions are insufficient for 

the diversity of African energy markets. 

 

4.3 Institutional Capacity Recommendations 

Technical assistance and capacity building programs should be scaled up to address persistent constraints in project 

development and implementation capacity. Effective approaches include capacity building with African 

governments and small and medium-sized enterprises, and developing new financing vehicles that absorb early-

stage development risk. These capacity building efforts should emphasize local ownership and long-term 

institutional development rather than short-term project implementation. 

 

Coordination mechanisms among multiple development partners should be strengthened to avoid duplication and 

maximize complementarity. Power Africa's effectiveness in leveraging partnerships demonstrates how coordination 

can accomplish much more jointly than individual institutions could achieve independently. These coordination 

mechanisms should include shared databases, joint project preparation, and coordinated risk assessment 

procedures. 

 

4.4 Market Development Recommendations 

Local financial market development should be supported to create sustainable financing ecosystems that reduce 

dependence on international capital. Public-private partnerships and sovereign green bonds are growing in 

popularity, with Kenya, Morocco, and South Africa issuing green bonds to fund climate-friendly infrastructure, 

though scale remains limited by small capital markets and weak investor confidence. These market development 

efforts should emphasize regulatory framework development, institutional capacity building, and investor 

education. 

Technology transfer and local content requirements should be integrated into blended finance structures to 

maximize development impact and create sustainable competitive advantages. Building out new clean energy 

industries and securing necessary supply chains are major priorities for the United States, with many African 

countries endowed with significant reserves of minerals and metals necessary for global energy transition. These 

approaches can create mutual benefits that strengthen long-term partnership sustainability. 

 

4.5 Monitoring and Evaluation Recommendations 

Impact measurement systems should be developed to track both financial and development outcomes from 

blended finance interventions. Combining commercial and patient capital to bridge funding gaps, de-risk 

investments, and attract private capital requires robust measurement of development impact alongside financial 

returns. These measurement systems should emphasize long-term development outcomes rather than short-term 

financial metrics. 

 

Learning and adaptation mechanisms should be institutionalized to enable continuous improvement in blended 

finance design and implementation. The success of innovative financing structures like CrossBoundary's repayable 

grant approach demonstrates the importance of learning from experience and adapting instruments based on 

market feedback. These learning systems should facilitate knowledge sharing across projects, countries, and 

institutions. 

 

5. Conclusion 

This comprehensive analysis demonstrates that blended finance represents a sophisticated and strategically 

valuable tool for advancing U.S.–Africa renewable energy partnerships that simultaneously address development 

needs, climate objectives, and geopolitical interests. The evidence presented reveals that while Africa faces 

substantial energy access challenges, with 600 million people lacking electricity and requiring over $200 billion 

annually in energy investments by 2030, appropriately structured blended finance mechanisms can mobilize private 

capital at scale while generating development impact. 
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The evolution of U.S.–Africa energy partnerships through initiatives like Power Africa and emerging blended finance 

mechanisms demonstrates the potential for mutually beneficial cooperation that transcends traditional donor-

recipient relationships. Power Africa's engagement of over 100 U.S. companies in $26.4 billion worth of deals while 

tracking additional $21 billion in upcoming projects illustrates how development partnerships can create 

commercial opportunities while advancing development objectives. This model of partnership creates political 

sustainability by aligning diverse stakeholder interests around shared objectives. 

 

The strategic importance of these partnerships extends beyond immediate development and commercial benefits 

to encompass broader climate diplomacy and security considerations. The global shift from climate-centered 

energy transition agendas to energy security focus creates opportunities for African countries to engage with 

international partners in pragmatic ways that balance development needs with climate objectives. This evolving 

context enables more flexible and inclusive approaches to international cooperation that can strengthen long-term 

relationships. 

 

The financial innovations demonstrated through successful blended finance applications reveal the potential for 

sophisticated risk management and capital mobilization that addresses previously intractable barriers to renewable 

energy investment in Africa. Strategic use of blended finance can smooth renewable energy transitions by 

mitigating risks on pioneering transactions and supporting long-term market growth. These innovations suggest 

that continued development of financial instruments and risk mitigation mechanisms can expand the scope and 

scale of bankable renewable energy investments. 

 

The development outcomes achieved through blended finance mechanisms demonstrate tangible benefits that 

justify continued investment and expansion. Scenarios with $25 billion annually in climate finance allocated to 

renewable energy show potential for 24% higher renewable electricity production and 0.8 percentage point 

increases in annual GDP growth over a decade. These macroeconomic impacts suggest that blended finance 

generates returns that extend far beyond direct project benefits. 

 

The challenges identified in this analysis, including currency risk, institutional capacity constraints, and coordination 

failures, are substantial but addressable through continued innovation and institutional development. The 

architecture of global finance requires reform to address structural biases that increase African financing costs, but 

blended finance mechanisms can provide interim solutions while broader reforms are pursued. This suggests that 

blended finance serves both immediate practical purposes and longer-term systemic change objectives. 

 

Future prospects for U.S.–Africa renewable energy partnerships through blended finance mechanisms appear 

promising, given favorable technological trends, evolving diplomatic contexts, and growing institutional experience. 

The momentum created by continental initiatives like Mission 300 and the Africa Climate Summit creates 

opportunities for scaled partnership approaches that can achieve transformative impact. These developments 

suggest that conditions are favorable for expanded and more ambitious partnership frameworks. 

 

The broader implications of this analysis extend beyond U.S.–Africa relations to encompass questions about how 

international cooperation can address global challenges through innovative partnership models. The success of 

blended finance mechanisms in renewable energy suggests applications to other sectors and partnership 

relationships where traditional approaches have proven insufficient. This potential for broader application increases 

the strategic value of continued investment in blended finance innovation and institutional development. 

 

The evidence presented supports the conclusion that blended finance represents not merely a technical solution to 

financing constraints, but a strategic instrument that can strengthen international relationships while addressing 

urgent global challenges. Framing investments as opportunities for shared growth rather than charity allows 

partnerships to help unlock energy potential while advancing strategic interests. This approach to international 
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cooperation offers lessons for addressing other global challenges that require sustained collaboration across 

diverse stakeholder groups. 

 

The path forward requires continued commitment from both U.S. and African institutions to develop and refine 

blended finance mechanisms while strengthening the broader partnership frameworks within which they operate. 

Success will depend on maintaining focus on both immediate practical results and longer-term institutional 

development that can sustain partnerships through changing political and economic circumstances. The foundation 

established through current initiatives provides a solid basis for expanded cooperation that can achieve 

transformative impact for both continents while contributing to global climate and development objectives. 

References 

[1] Abraham-Dukuma, M.C., Dioha, M.O., Aholu, O.C., et al. (2021). A marriage of convenience or necessity? Research and policy 

implications for electrifying upstream petroleum production systems with renewables. Energy Research & Social Science, 80, 

102226. https://doi.org/10.1016/j.erss.2021.102226 

[2] Acheampong, A.O. (2023). Governance, Credit Access and Clean Cooking Technologies in Sub-Saharan Africa: Implications 

for Energy Transition. Journal of Policy Modeling, 45(2), 445-468. DOI: https://doi.org/10.1016/j.jpolmod.2023.01.002 

[3] Adjei K, P. (2024). Addressing Energy Poverty in Africa: The Role of Institutional Quality, Trade Openness, and Financial 

Development in Enhancing Access to Clean Fuels and Technologies. Journal of Energy and Development, 49(2), 241–286. 

https://doi.org/10.56476/jed.v49i2.28 

[4] African Development Bank. (2022). Africa's Urbanisation Dynamics 2022 - The Economic Power of Africa's Cities. 

https://www.afdb.org/en/documents/africas-urbanisation-dynamics-2022-economic-power-africas-cities 

[5] African Union. (2015). Agenda 2063: The Africa We Want. https://au.int/sites/default/files/documents/36204-doc-

agenda2063_popular_version_en.pdf 

[6] African Union. (2022). Africa Speaks with Unified Voice as AU Executive Council Adopts African Common Position on Energy 

Access and Just Energy Transition. https://au.int/en/pressreleases/20220722/africa-speaks-unified-voice-au-executive-

council-adopts-african-common 

[7] Alhassan, H., Kwakwa, P.A., & Cobbinah, M.T. (2024). Energy Financing in Africa: The Prospects and Challenges. In 

Encyclopedia of Monetary Policy, Financial Markets and Banking. DOI: https://doi.org/10.1016/B978-0-44-313776-1.00178-1 

[8] Bayer, B. (2018). Experience with auctions for wind power in Brazil. Renewable and Sustainable Energy Reviews, 81, 2644–

2658. https://doi.org/10.1016/j.rser.2017.06.070 

[9] Briera, T., & Lefèvre, J. (2024). Reducing the cost of capital through international climate finance to accelerate the renewable 

energy transition in developing countries. Energy Policy, 188. https://doi.org/10.1016/j.enpol.2024.114001 

[10] Daggash, H.A., & Mac D, N. (2021). Delivering low-carbon electricity systems in sub-Saharan Africa: insights from Nigeria. 

Energy & Environmental Science, 14, 4018–4037. 

[11] Egli, F. (2020). Renewable energy investment risk: an investigation of changes over time and the underlying drivers. Energy 

Policy, 140, 111428. https://doi.org/10.1016/j.enpol.2020.111428 

[12] Geddes, A., & Schmidt, T.S. (2020). Integrating finance into the multi-level perspective: technology niche-finance regime 

interactions and financial policy interventions. Research Policy, 49, 103985. https://doi.org/10.1016/j.respol.2020.103985 

[13] Geddes, A., Schmidt, T.S., & Steffen, B. (2018). The multiple roles of state investment banks in low-carbon energy finance: an 

analysis of Australia, the UK and Germany. Energy Policy, 117, 158–170. 

[14] Green finance and renewable energy in Africa (2024) : Does inclusive finance play any role?. Energy Strategy Reviews. 

[15] Isah, A., Dioha, M.O., Debnath, R., & Sovacool, B.K. (2023). Financing renewable energy: policy insights from Brazil and 

Nigeria. Energy, Sustainability and Society, 13, 2. https://doi.org/10.1186/s13705-022-00379-9 

[16] Matthäus, D., & Mehling, M. (2020). De-risking renewable energy investments in developing countries: a multilateral 

guarantee mechanism. Joule, 4, 2627–2645. https://doi.org/10.1016/j.joule.2020.10.011 

[17] Mazzucato, M., & Semieniuk, G. (2018). Financing renewable energy: who is financing what and why it matters. 

Technological Forecasting and Social Change, 127, 8–22. https://doi.org/10.1016/j.techfore.2017.05.021 

[18] Pata, U.K., & Caglar, A.E. (2021). Investigating the EKC hypothesis with renewable energy consumption, human capital, 

globalization and trade openness for China: evidence from augmented ARDL approach with a structural break. Energy, 216, 

119220. https://doi.org/10.1016/J.ENERGY.2020.119220 

[19] Pfeiffer, A., Hepburn, C., Vogt-Schilb, A., & Caldecott, B. (2018). Committed emissions from existing and planned power 

plants and asset stranding required to meet the Paris Agreement. Environmental Research Letters. 

https://doi.org/10.1088/1748-9326/aabc5f 

[20] Polzin, F., Sanders, M., & Serebriakova, A. (2021). Finance in global transition scenarios: mapping investments by technology 

into finance needs by source. Energy Economics, 99, 105281. https://doi.org/10.1016/j.eneco.2021.105281 



Blended Finance as a Strategic Tool for U.S.–Africa Renewable Energy Partnerships: Catalyzing Climate Diplomacy and Security Through 

Investment Innovation 

Page | 90  

[21] Roche, Y.M., Verolme, H., Agbaegbu, C., et al. (2019). Achieving sustainable development goals in Nigeria's power sector: 

assessment of transition pathways. Climate Policy, 20, 846–865. https://doi.org/10.1080/14693062.2019.1661818 

[22] Schwerhoff, G., & Sy, M. (2024). Harnessing Renewables in Sub-Saharan Africa – Barriers, Reforms, and Economic Prospects. 

IMF Staff Climate Notes, 2024(005). 

[23] Steffen, B., & Schmidt, T.S. (2019). A quantitative analysis of 10 multilateral development banks' investment in conventional 

and renewable power-generation technologies from 2006 to 2015. Nature Energy, 4, 75–82. https://doi.org/10.1038/s41560-

018-0280-3 

 


	| RESEARCH ARTICLE
	Blended Finance as a Strategic Tool for U.S.–Africa Renewable Energy Partnerships: Catalyzing Climate Diplomacy and Security through Investment Innovation
	Raymond Ashieyi-Ahorgah
	College of Business, Colorado State University, USA
	Corresponding Author: Raymond Ashieyi-Ahorgah, E-mail: ashieyiahorgahraymond@yahoo.com
	1. Introduction
	Multilateral development banks role in enabling the investments in renewable energy has been widely written. Studies conducted by Geddes and Schmidt (2020) and Steffen and Schmidt (2019) show that state investment banks and multilateral development ba...
	2.1 Current Landscape of Africa's Renewable Energy Financing
	2.2 U.S.-Africa Energy Partnership Frameworks
	2.3 Blended Finance Mechanisms and Innovation
	2.4 Climate Diplomacy and Security Implications
	2.5 Investment Innovation and Market Development
	2.6 Economic Impact and Development Outcomes
	2.7 Challenges and Risk Mitigation
	3. Future Prospects and Recommendations
	4.1 Strategic Framework Recommendations
	4.2 Financial Innovation Recommendations
	4.3 Institutional Capacity Recommendations
	4.4 Market Development Recommendations
	4.5 Monitoring and Evaluation Recommendations

	5. Conclusion
	References


