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1. Introduction

Fossil fuels are the largest contributors to global climate change, accounting for over 75% of
global greenhouse gas (GHG) emissions and nearly 90% of all carbon emissions (SEl et al., 2019).
To avoid the worst effects of climate change, world leaders have stressed the importance of
limiting global warming to 1.5°C by the end of this century, according to the Paris Agreement.
This is because, as the United Nations' International Panel on Climate Change (IPCC) indicates,’

crossing this threshold may cause severe climate change impacts, including frequent and
extreme droughts, rainfall, flooding, and heatwaves.

While the need for a transition away from fossil fuels to renewable energy is widely
acknowledged, the rate at which this is currently happening is slower than that required to keep
global temperatures below the targets in the Paris Agreement, or to achieve the United

Nations Sustainable Development (SDG) Goal 7, which calls for ensuring access to affordable,
reliable, sustainable and modern energy for all. Countries in the Global South? face a particularly
acute challenge -they find themselves having to balance growing energy needs to meet

industrialisation and economic transformation objectives, with the international push to
transition away from fossil fuels. Energy reform programmes and external support often fall
short of objectives. In large part, this is because they often fail to take explicit account of the
political realities (Karkare, 2024) that shape the behaviour, incentives, and motivations of those
actors with a key role in the green energy transition, whether as champions or blockers.

That was the starting point for a workshop convened by ECDPM and The Policy Practice, in
collaboration with the World Bank and the Thinking and Working Politically Community of

Practice (TWP CoP), in Brussels on 9 October 2024. The event brought together a group of climate,
energy and governance experts and practitioners to discuss the politics of the energy transition,

explore how political economy analysis (PEA) and related tools can be used to incentivise key actors
with a role in the energy transition, and to help to identify politically feasible pathways towards a
green energy transition in countries in the Global South.?

" The IPCC is the United Nations body for assessing the science related to climate change.

2 We have opted to use the term ‘Global South’in this paper, while being aware of its shortcomings. The term includes vastly heterogeneous
countries and economies, from Small Island Developing States (SIDS) to advanced economies like China's, as well as states affected by
fragility and conflict. In addition, in many countries in both the ‘Global South’ and the ‘Global North' spectacular wealth co-exists with
widespread poverty and social exclusion.

3 For an overview of what PEA entails, see, for example, Whaites et al., 2023. On potential pathways, see, for example, Bickersteth et al., 2024;
and Bickersteth & McCulloch, 2024.


https://www.ipcc.ch/
https://unfccc.int/process-and-meetings/the-paris-agreement#:~:text=Its%20overarching%20goal%20is%20to,above%20pre%2Dindustrial%20levels.%E2%80%9D
https://sdgs.un.org/goals/goal7
https://ecdpm.org/work/breaking-gridlock-navigating-political-economy-africas-energy-systems
https://ecdpm.org/work/breaking-gridlock-navigating-political-economy-africas-energy-systems
https://ecdpm.org/
https://www.thepolicypractice.com/
https://www.worldbank.org/ext/en/home
https://twpcommunity.org/
https://twpcommunity.org/

Video 1: Poorva Karkare (ECDPM) on what is missing in the current conversations on the energy transition

Poorva Karkare: TWP in the Energy Transition
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Poorvc Korkare

Watch on YouTube

The event convened a broad range of people working in the governance-climate nexus to
encourage greater cross-fertilisation across these two sectors, share experiences, tease out
lessons, and think about what to do next. As part of that, the event also aimed to kickstart a
network of interested researchers, practitioners, and policymakers as a means to better connect
technical, financial, and political economy expertise regarding the energy transition in the Global
South.

This paper highlights some of the reflections on key factors affecting the energy transition that
arose in the discussions in Brussels.

2. The politics of the energy transition in the Global South

If politics weren't an issue, renewables would be the winner on price alone.” - Workshop participant

The energy transition is essential to limiting climate breakdown but can be polarising, particularly
in countries across the Global South, where expanding access to energy , building energy
systems to create jobs, promoting industrialisation, and improving climate resilience may be
more urgent priorities than reducing GHG emissions (Karkare, 2024; Moss, 2023). It is estimated
that at least 1.18 billion people in the Global South are energy poor (Min et al., 2024). Thus, while
the technical case for renewable energy is compelling - solar and wind prices now undercut
most other energy sources globally - reform efforts need to appreciate the significance of
market and political dynamics related to energy supply and demand, as well as of social and


https://youtu.be/q4p3yvIBQmQ

spatial disparities embedded in the energy sector. They also need to reflect an understanding of
who potential winners and losers of policy change might be, whether and how they are
organised, and what their interests and relative power to support or block reform might be,
including in coalition with other actors.

This is essential to identify realistic entry points for reform. Ultimately, the shift from carbon-
based systems to a greener economy is a political process. As Karkare (2024, p. 1) observes,
‘techno-economic modelling pushes for a cost-effective high-renewable energy mix for countries
in the Global South, yet often ignoring and underestimating the political, behavioural and
economic complexity of energy system reform in those developing countries’. Applying PEA can
provide deeper insight into the dynamics, tensions, and opportunities shaping the green
transition in the Global South.

Video 2: Neil McCulloch (TPP) on how PEA and TWP help in understanding the energy transition and
spotting potential windows of opportunity

Neil McCulloch on TWP/PEA in the Energy Transition

Neil McCulloch

Director
The Policy Practice
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Watch on YouTube

Reform policies must account for the political dynamics of energy supply and demand while
identifying opportunities for suitable reforms. Institutional structures, policies, and decision-
making processes are deeply intertwined with financial, economic, political, and social interests,
which often constrain efforts towards the energy transition (Bickersteth et al., 2024).

The expansion of renewable energy is a ‘wicked problem’: technically complex, logistically
challenging, and sometimes economically expensive despite falling prices. It is also politically

sensitive, involving conflicting interests and incentives. Discussions about the energy transition


https://youtu.be/p2ObwbVXhjM
https://en.wikipedia.org/wiki/Wicked_problem

often focus on technical, geographic, commercial, and regulatory aspects, neglecting the political
economy of the energy sector. However, understanding these challenges in the Global South is
crucial for navigating a successful transition and meeting the Paris Agreement's climate goals.

3. Different drivers of energy reform

Another point that emerged clearly from the workshop is that the factors enabling or constraining
energy reform can be very different, and it is essential to understand what these are in different
contexts. For some countries, energy sovereignty and self-sufficiency are paramount. Depending
on how the concept of ‘energy sovereignty' is framed, it can be a hook for promoting a transition
towards renewals - as in the case of the Grand Ethiopian Renaissance Dam in Ethiopia, the largest
hydropower project in Africa - or it can heighten reliance on fossil fuels, as in the case of Mexico
(Lopez, 2022).

In some settings, there may be concerns that renewables can create new dependencies on
neighbouring countries. In others, such as India, the negative effects of fossil fuels, such as air
pollution, may provide more of an incentive to transition to cleaner alternatives, including electric
vehicles (EVs) or phasing out coal, than climate and energy costs.

4. Energy endowments

Endowments matter, but these also play out in different ways. Fossil fuel endowments are
essential for government revenues for most countries, thus creating path dependency. A clean
energy transition may be especially difficult for countries with large existing endowments,
production, and consumption. The interplay of domestic production and consumption of fossil
fuels makes some countries net exporters or importers of different fossil fuels.

In some cases, such as coal in Colombia and South Africa, fossil fuels are also deeply linked to
social stability and internal security. Alternatively, they can be deeply embedded in state- and
nation-building processes, such as the oil sector in Mexico. In such environments, making a
transition from these sectors can entail significant risks, not only economic but also political and
social. On the other hand, the potential for renewable energy in some countries, such as
Morocco and Namibia, can be harnessed to promote new green investments in energy-intensive
industries and hydrogen production, which can facilitate a renewables pull.


https://www.hydropower.org/sediment-management-case-studies/ethiopia-grand-ethiopian-renaissance-dam-gerd
https://www.hydropower.org/sediment-management-case-studies/ethiopia-grand-ethiopian-renaissance-dam-gerd
https://ecdpm.org/work/two-years-south-africas-just-energy-transition-partnership-how-real-deal

5. Power markets

In principle, solar and wind energy have the potential to undercut most other forms of electricity

production. However, energy prices are often heavily distorted for many reasons, including:

Fossil fuel subsidies: The entire world's energy system is heavily dependent on fossil

fuels. Transforming fuel-dependent economies can be especially hard because
governments subsidise fossil fuels for a variety of reasons, including to make energy
cheaper for consumers, provide allowances and tax breaks for fossil fuel companies, and,
indirectly to provide cheap finance and government backing for fossil fuel extraction
(McCulloch, 2023). The International Monetary Fund (IMF) reports that globally, fossil fuel
subsidies were US$7 trillion or 7.1% of gross development product (GDP) in 2022,
reflecting a US$2 trillion increase since 2020 owing to government support from surging
energy prices (IMF, 2024). One natural consequence of these subsidies is clear: more
consumption of the cheaper fossil fuels and more production from producers as they
have an opportunity to increase their profits (McCulloch, 2023).

Inefficiencies in generation and transmission: The capacity factors for renewables are
lower than those of sources of fossil fuel power. In 2022, capacity factors averaged about
25% for solar power and 36% for wind in the United States compared to fossil fuels,
which averaged 50% for coal and 93% for nuclear plants (Scheig, 2023). This variation is
mostly due to the inherent nature of renewable energy sources. They are variable and
reliant on weather conditions, unlike fossil fuels, which can run continuously, barring
operational or maintenance interruptions (Scheig, 2023).

Politically motivated tariff-setting (including cross-subsidisation): Trade wars and tariff
disputes between major economies can also affect the energy market. Over the past few
years, trade tensions between the United States and China, for example, have had an
impact on energy prices.

These price distortions may reinforce political and economic dependencies on fossil fuel

industries or reduce the commercial viability of green energy projects, complicating the

transition to renewables.

6. Pathways of change

As the above points reflect, green transition outcomes are influenced by the interaction of

multiple factors at the economic, social, and geopolitical level, between and within countries. The


https://practicalactionpublishing.com/book/2642/ending-fossil-fuel-subsidies

challenge is not only to understand the drivers and blockers of energy transition, but also to
engage with these dynamics to try to identify plausible pathways of change.

A normative (focused on the need to reduce emissions irrespective of anything else) or technical
(focused on optimising green technologies) starting point may not always be the most
appropriate. In some cases, it may be more useful to graft energy transition onto economic
transformation and industrialisation agendas (e.g. energy-intensive industries) or to emphasise
how the energy transition can be part of a pro-poor development strategy. In others, the key to
energy transition may be altering rent dynamics, working with a new generation of ‘solar barons’
who see a way to corner the renewables market. This may not be ideal, but might be ‘good
enough’, at least for the short term.

7. Gender and social justice

Gender and social justice may also offer important entry points for harnessing an energy
transition. While universal access to affordable clean energy continues to be a challenge across
the globe, women and other marginalised groups often experience climate vulnerabilities even
more acutely as a result of intersectional social factors and gender-blind policies that restrain
their access even further. In response, countries such as Rwanda (ENERGIA, 2018) and Kenya
(Makungu, 2020) have integrated gender considerations into national energy policies,
demonstrating how national planning can promote equity. At the workshop, Sheila Oparaocha
from the women's empowerment network ENERGIA shared examples of how they are applying a
political economy lens in advocacy efforts to foster an energy transition that is gender-just and
inclusive (see Video 3).

Among other things, ENERGIAS approach has entailed:

e Nurturing women's collective agency to identify their needs and explore how they can
influence the energy transition so that the resulting policies are gender-inclusive and
committed to social justice.

e Engaging with powerful actors in the energy arena from an operational side to integrate
gender more systematically in energy transition policy.

Kenya was the first country to launch a gender and energy policy, an achievement to which
ENERGIA contributed through its politically informed approach to advocacy.



https://energia.org/women-led-enterprises-in-the-energy-sector-findings-and-recommendations-from-energia-meeting-in-rwanda/
https://energia.org/
https://hivos.org/story/multi-actor-initiatives-how-energia-puts-gender-equality-at-the-center-of-energy-access/#:~:text=In%202019%2C%20Kenya's%20Ministry%20of,staff%20in%20the%20energy%20sector.

Video 3: Sheila Oparaocha, ENERGIA, on the Network's politically informed work towards a Gender Just
and Inclusive Energy Transition in Kenya

Sheila Oparaocha on ENERGIA Network's Political Economy Approach

Sheila Oparaocha
Director
ENERGIA network

Watch on YouTube

8. Finding efficiency within an inefficient system - working politically

PEA can help reframe problems, identify opportunities, and shape narratives. The real challenge,
however, is to move from analysis to practice. One of the difficulties practitioners face is that
studies very often identify blockages but do not offer ways to address them. What came out very
clearly from the discussions in Brussels is that funders and project developers are not naive.
When given the space and the means, they will work politically, tackle disincentives, and take
flanking measures to help nudge incentives towards investments in renewable energy and to
enable projects to thrive. Yet this is not always built into the design or operating manuals of
green energy projects.

9. Towards a more effective approach to the energy transition

As discussed in the workshop, there seem to be at least three key unifying factors for a more
effective political economy approach to the energy transition:

o Time and flexibility: Sustained engagement across projects, allowing both for the
alteration of conditions for energy investments and the tackling of commercial and policy
barriers, which may have very different timelines. Time and flexibility are also needed to
enable projects to adjust to contextual shifts as these arise.


https://youtu.be/3bNg7fa0zaM

e Problem-driven focus: Energy transition is an iterative process. It requires thinking about
systems change but also identifying and addressing specific problems that can be used
to drive momentum.

e Trust: Building trust between actors - including governments, utility firms, private
investors, and communities —is crucial.

10. Building a network of experts

Video 4: Verena Fritz, World Bank, on why it is important to have a political economy perspective in the
Energy Transition

Verena Fritz on the importance of a PEA perspective in the Energy Transition

Verena Fritz
Lead Governance Specialist
The World Bank

Watch on YouTube

The workshop offered a unique opportunity to learn from funders, project developers, energy
regulators, and policy analysts working across the climate and governance sectors, all of whom
have to navigate political economy factors in different ways on an ongoing basis. Participants
expressed a clear desire to develop and maintain a network of colleagues and peers to continue
such exchanges, foster collaboration, and bridge the gap between technical solutions and
politically informed insights and approaches.

The idea of a network would be to provide a space for researchers, practitioners, and
policymakers to share experiences and lessons of thinking and working politically on the green
transition in the Global South and to find sources of support and advice. If suitable funding can
be secured, bringing this kind of network to life might include one or more of the following
activities and ideas, among others:


https://youtu.be/7Win9qHwv00

e Avregular series of online webinars covering different topics or aspects of the political
economy of the green transition in a variety of contexts.

e Further in-person and/or virtual, workshops on the political economy of the green
transition, including ones with a regional or country focus for example.

e A workshop at the World Bank, bringing together key practitioners in the United States
working on the green transition.

e Arepository of key papers and reports on the political economy of the green transition in
the Global South (which could be done through creating a dedicated space for this in
existing platforms, including TPP's online library).

e An open-access contacts database of experts working in the field.

These ideas are all work in progress, and we would love to hear from you if you are interested in
joining the network or would like more information about it. Please do get in touch with us at
<info@twpcommunity.org>.


https://www.thepolicypractice.com/online-library
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promoting more effective policy and practice. The TWP CoP works to foster more politically
aware approaches to understand how change happens and why, translate findings and
implications emerging from political economy analysis into operationally relevant guidance,
encourage more flexible and adaptable ways of working, and provide evidence-based insights
that can stimulate innovation, sharing and learning in international development and global
affairs.
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