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economies? Classic political economy of development contended that latecomer
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was not doomed to fail. In its possibilist sense, “dependent development” was both
diagnosis -of common structural challenges and diverse national paths- and possi-
bility. At the era of global energy transition, we find this overarching perspective of
economic development to be still enlightening. The papers collected in this special
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theories, especially on renewed concepts of (green) industrial policy and devel-
opmentalism, and on a differentiated understanding of the creation of linkages at
different scales, a so-called developmental extraction. The contributions analyze
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challenges deriving from the energy transition. Analytically, papers cover growth
governance, development finance, and industrial policy, which we conceptualize as
the main contributing factors to the transition, with case study research focused on
new renewable energy and critical mineral policy sectors. Our political economy of
peripheral development is interdisciplinary, centered on understanding Latin
American varieties of state (in)action in shaping the energy transition economy.
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1 Energy Transition and Latin America

Decarbonizing the global energy system is critical to address accelerating climate
change. Transitioning from fossil fuels to renewable energy is therefore an urgent
task for the entire world (IPCC 2023). The global dimension of this energy transition is
becoming increasingly important as technological innovations enable the interre-
gional transport of renewable energy (IRENA 2022). In this situation, a division of
labor is likely to take place: The countries where renewable energy is produced are
not necessarily the same countries where this energy is used in industrial processes
or where the capital goods for energy production and transformation are manu-
factured (Van Der Zwaan et al. 2021). Industrialized countries currently have an
advantage in the production of machinery and in the industrial application of
renewable energy (Goldthau et al. 2020). In contrast, given the known negative
effects of dependence on commodity exports (Corden and Neary 1982; Sachs 1995;
Singer 1950, Ocampo 2017), Latin American countries are at risk of becoming mere
suppliers of renewable energy and critical raw materials needed for the energy
transition (Van de Graaf et al. 2020). In this sense, task sharing could lead to green
extractivism (Kalt et al. 2023) and reinforce ecologically unequal exchange (Givens
et al. 2019).

The global energy transition has significant implications for Latin America, a
region rich in natural resources and historically reliant on extractive industries
(Bértola and Ocampo 2012; Thorp et al. 2012). As the world shifts toward renewable
energy and decarbonization, demand for critical minerals such as lithium, copper,
and rare earths has skyrocketed. Latin America has 57 per cent of global lithium
reserves, 37 per cent of those of copper and relevant shares of other key natural
resources, mostly concentrated in Andean countries (FT Nov 20, 2024). This presents
opportunities for economic growth and industrial development, but also raises
concerns about environmental degradation, social conflict, and governance chal-
lenges (Blondeel et al. 2021; Voskoboynik and Andreucci 2022). At the same time,
declining demand for fossil fuels presents a major challenge for the continent which
holds nearly a fifth of global oil reserves. This could undermine revenues for
countries such as Colombia and Brazil, necessitating economic diversification and
fiscal reforms (Ansari and Holz 2020, Mahroum and Al-Saleh 2016, Mesa Puyo 2024,
Jensen 2023). In addition, the transition offers an opportunity to leverage Latin
America’s vast renewable energy potential, particularly in solar, wind, and hydro-
power (IRENA 2022), for participation in value chains and the creation of different
types of linkages (Samadi et al. 2023; Verpoort et al. 2024).
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2 Political Economy of Development: Classic and
Contemporary

The global transition to a renewable energy-based economy demands critical raw
materials and renewable energy from Latin American countries. The question arises
if the region is about to experience a process of significant structural change, or
rather, will Latin American countries live a more-of-the-same new era? How are
state roles and actions redefined in the process, in particular with regard to mac-
roeconomic management and industrial policy? In their classic Dependencia y
Desarrollo en América Latina, Cardoso and Faletto (1967) posed that global history
and social structures conditioned Latin American development. They claimed so
without embracing determinism: change could stem from “basic contradictions
between interests” as well as, borrowing from Hirschman (1971)’s Bias for Hope, “on
the perception of new ways of turning a historical corner through a passion for the
possible” (Cardoso and Faletto 1979: xi). Or, in Hirschman’s own terms, to take a
‘possibilistic’ perspective to “increase the number of ways in which the occurrence of
change can be visualized” (Hirschman 2013, p. 23). In turn, for the influential econ-
omist Raul Prebisch, Latin American economic development was about overcoming
the structural challenges of peripheral capitalism, in particular technological
dependence and the structural heterogeneity of national economies; his writings
advocated for countercyclical macroeconomic policy, “development from within”
strategies and regional integration (Prebisch 1949; Ocampo 2001). Because good
government could make the difference, policy entrepreneurship, the forging of state
capacity for economic policy, and their embeddedness in a democratic society
emerged as relevant areas of inquiry (Hirschman 1963; O’'Donnell 1993; Evans 1995).
Classic political economy of development shared a historical perspective, considered
big structures, opposed universalist dictums, and did not conceptualize policy to be a
plain function of economic interests (Prebisch 1949; Hirschman 1958, 1963; Cardoso
and Faletto 1967).

Our collection of articles depicts contemporary Latin American attempts and
debates—or the lack of them — for breaking with historical pathways of national
economic development. Contemporary political economy of development is quite
diverse, but sometimes “too disciplinary”, in the sense of being self-constrained by
theoretical assumptions and methods, particularly in the cases of neoclassical po-
litical economics and rational-choice political science. In seeking to engage in
meaningful scholarly exchange, our take of political economy is multidisciplinary
and attentive to the play of history and context. We reflect on the contributions and
big questions posed by the classic development literature, written by scholars of the
Latin American experience, as well as engage with contemporary debates on energy
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transition and green industrial policy, the latter understood as state action fostering
a low-carbon economy (Rodrik 2014; Nem Singh and Ovadia 2018; Bulfone 2023;
Juhész and Lane 2024; Lebdioui 2024).

The focus of the collection of articles is the role of the Latin American state in
shaping the energy transition. Especially, attention is given to macroeconomic and
industrial policies and financing schemes. The importance of macroeconomic policy
in the transition processes is central. Following Ocampo and Porcile (2020), industrial
transformation is very much the result of macroeconomic policy, particularly ex-
change rate and capital account management (see also Chang and Andreoni 2020). In
commodity-dependent countries, the space for macroeconomic policies is strongly
influenced by the expected bust of fossil fuels and boom of critical minerals, as much
as by global financial conditions, posing new challenges but also providing oppor-
tunities for macroeconomic readjustments. The urgent need to phase out fossil fuels
provides an opportunity for macroeconomic policy innovation in designing a dec-
arbonized economy.

Industrial policies can also contribute to realizing the imagined low carbon
emissions future and shape the energy transition in diverse ways. The old worry for
economic linkages - the effects of one productive activity on another within the
domestic economy (Hirschman 1958; Obaya et al. 2021), is now joined by the
contemporary multi-scalar politics of environmental protection and participatory
citizenship (Flores 2020; Hochstetler and Tranjan 2016). Green energy projects and
green transition may be tried to be imposed or negotiated, welcomed or contested,;
green new deals can be expected to variegate across space and time, with trans-
national diffusion of policy ideas and repertoires (Barandiaran 2019; Gonzélez and
Snyder 2023). Acknowledging the significance of global governance (Newell 2019), the
national dimension emerges as central, with political economy legacy conditioning
policy choice and the overall process of energy transition in the developing world
(Baker et al. 2014; Hochstetler 2020; Orihuela and Serrano 2024).

High investments are needed to build new industries related to the energy
transition in Latin American countries (Lazaro and Serrani 2023). In an economic
environment characterized by uncertainty and high risks associated with new
technologies and immature markets, mobilizing private capital is difficult
(Brunnschweiler 2010). Next to government policies, which aim at attracting private
capital (Polzin et al. 2019), public development banks play a key role in providing
financing (Geddes et al. 2018; Waidelich and Steffen 2023). State intervention in the
financing of the energy transition is not only essential to ensure that the necessary
investments are made, but also represents an opportunity for the state to generate
synergies between green financing, industrial policy, and genuine sustained eco-
nomic development (Benfica and Marques 2024). In order for the state to play this
role, sufficient fiscal space is crucial.
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3 Themes and Approaches in the Special Issue

The articles in our special issue are diverse in their approaches and methods. Con-
tributions from the disciplines of political science, political economy, and economics
address governance, industrial policy, and financing as the three main factors
shaping the energy transition. Some articles examine energy transition processes in
general, while those that provide more sector-specific analyses focus mainly on the
green hydrogen and lithium value chains, two key value chains of the energy tran-
sition in Latin America.

We structure the special issue in two sections. The first section of papers con-
ceptualizes state action in the energy transition and is of more programmatic nature.
In “The Global South in the Energy Transition: A Framework for Industrial Policy
Options to Avert “Greened Dependency””, Middelanis, Fritz, and De Paula depict neo-
developmentalist economic thought to develop a framework to identify key indus-
trial policies on how to foster productive transformation, equity and sustainable
energy transition in an interdependent manner. The framework proposes macro-
economic and sectorial industrial policies which contribute to sustained and inclu-
sive economic development in the sense of social and/or new developmentalist
theory. Second, Gonzalez, Snyder, and Orihuela’s “Developmental Extraction and the
Global Energy Transition: Lessons from South America’s Lithium Triangle” present a
multi-level framework with a dual focus on local and translocal economic linkages.
Here, the concept of “developmental extraction” as a middle-way position between
neoliberal extraction and anti-extraction as a development-enhancing activity that
can trigger virtuous linkages. Early results of such an approach to critical minerals
are mixed and very much dependent on the politics of linkage building, most spe-
cifically, the distribution of bargaining power among states, mining companies and
communities. In turn, based on the case of macroeconomic policy in Colombia, in
“Breaking Fiscal Barriers: Green Fiscal Rules to Expand Space for Green Investments
in Latin American Countries, the Case of Colombia”, Valdés, Guevara, and Martinez
contribute a concept for state involvement in energy transition financing. They
propose excluding green investments from fiscal balance accounting, aiming to in-
crease the fiscal space for financing green growth while simultaneously managing
the macroeconomic risks arising from the climate crisis.

The second section is more focused on political actors and how they influence
state action to enable energy transition policy, or the lack of it, and on case studies of
state action. In “Explaining Varying Green Hydrogen Ambitions: State Capacity and
Business Positioning in Chile and Peru”, Schorr, Carrasco, Atria, and Damonte
explain how neighboring countries, to some extent sharing geological resources and
ecological conditions, happen to choose divergent energy policy paths. The case of
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Peruis of particular interest, illustrating that new global policy paradigms and action
do not always diffuse. Low state capacity and a reluctant business sector slow down
the development of a green hydrogen sector. In Chile, in contrast, cooperative
development between an active high-capacity state and a supportive business sector
drives the roll out of the hydrogen industry. Our case studies of state action, show-
case policy innovations in Brazil and Chile, countries of much importance in the
writings of the classics. Two papers focus on the role of public development banks for
state action in financing the energy transition. In “Development banks and capital
markets in wind energy financing in Brazil: Substitution or complementarity?”,
Viera and De Paula situate public development banks within post-Keynesian and
structuralist traditions, emphasizing their ability to address market failures in
developing economies arguing that private finance is insufficient to provide the
sources for investment in new energies. For the case of the rapidly expanding wind
power sector in Brazil, they show the key relevance of long-term reliable and
affordable financing from public banks to make the sustainable energy transition
happen. In turn, in “Can BNDES finance the sustainable green transition? Alterna-
tives to leveraging the bank’s sources of resources from Sovereign Wealth Funds”,
Feil, Feijo, and Teixeira combine the management of energy revenues with devel-
opment banks’ financing of the energy transition by proposing a sovereign wealth
fund to provide funding for the Brazilian development bank’s investments in the
energy transition. Focusing on the role of public enterprises, Teixeira and Feijé in
their article “The Energy Transition in Brazil and the Controversy over the Role of
State-Owned Enterprises” show the complementarity of private and public actors in
the roll-out of renewable energy in Brazil. While new industrial policy initiatives are
identified, they see privatization at different levels of the energy sector as a major
stumbling block for the planning and organizing of profound changes, arguing for
careful coordination and regulation of state-owned and private enterprises. Finally,
in “Chile at the Green Window of Opportunity: The Troubled Road to New Productive
Capabilities”, drawing on development economics and economic geography frame-
works, Orihuela, Irrardzaval and Flores analyze green hydrogen and lithium pol-
icies. Restricted but active, new industrial policy in Chile attempts to enhance “green
productive capabilities” upstream, downstream and offstream the respective value
chains.

Research funding: This work was supported by trAndeS — Advanced Studies on
Inequalitities and Sustainable Development.
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