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Abstract

Chile has emerged as a global leader in renewable energy development, leveraging innovative policy
frameworks, competitive market mechanisms, and effective PPPs to revolutionize its energy sector. This paper
examines Chile’s renewable energy transformation, focusing on the lessons it offers to other Latin American
countries. Key factors behind Chile’s success include the implementation of clear and binding renewable energy
targets, the use of competitive bidding processes to reduce project costs, and the alignment of renewable energy
policies with global climate commitments. The study also highlights the socio-economic impacts of renewable
energy growth in Chile, including job creation, improved energy access, and reductions in greenhouse gas
emissions. However, challenges such as grid modernization, community opposition, and political risks remain
significant. By analyzing Chile’s strategies and outcomes, this paper identifies actionable insights for Latin
American countries aiming to accelerate their renewable energy transitions while balancing technical, economic,
and social considerations. The findings underscore the importance of policy stability, stakeholder engagement,
and regional collaboration in achieving sustainable and inclusive energy development.
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1. Introduction

The global shift towards renewable energy has become a cornerstone of efforts to combat climate change, reduce
reliance on fossil fuels, and promote sustainable development. This transition is not only a matter of
environmental necessity but also an opportunity to reshape energy landscapes, particularly in developing regions
where energy demand is growing rapidly. Latin America, endowed with abundant renewable energy resources
such as solar, wind, hydro, and geothermal, holds significant potential to become a global leader in renewable
energy production. However, the realization of this potential requires overcoming critical barriers, including
underdeveloped infrastructure, regulatory challenges, and the need for large-scale investment.

In this context, Public-Private Partnerships (PPPs) have emerged as a powerful mechanism to bridge the gap
between resource availability and infrastructure development. PPPs facilitate collaboration between governments
and private sector actors, combining the public sector’s policy-making and regulatory capabilities with the
private sector’s financial resources, technological innovation, and operational expertise. Through this synergistic
model, PPPs have proven instrumental in overcoming many of the challenges that have traditionally hindered the
development of renewable energy projects. Among the countries in Latin America, Chile has distinguished itself
as a trailblazer in renewable energy innovation and infrastructure development. Over the past two decades, Chile
has transformed its energy sector, shifting from heavy reliance on fossil fuels to becoming a global leader in
solar and wind energy. This remarkable transition is not a coincidence; it reflects deliberate policy choices,
strategic partnerships, and a commitment to sustainability. Central to Chile’s success has been its ability to
leverage PPPs effectively, attracting significant foreign investment and fostering technological advancements
while ensuring alignment with its national energy goals.
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Chile’s experience is especially significant given the broader regional and global implications. The lessons
learned from its use of PPPs in renewable energy projects are relevant not only to other countries in Latin
America but also to emerging markets worldwide seeking to balance economic growth with environmental
stewardship. This essay delves into the role of PPPs in driving renewable energy infrastructure development in
Latin America, with Chile serving as a case study. It explores how PPPs have facilitated Chile’s renewable
energy revolution, the economic and social impacts of these partnerships, and the challenges that remain. By
examining Chile’s experience, this analysis aims to provide insights into the potential of PPPs to unlock
sustainable energy development across the region and beyond.

2. The Role of PPPs in Renewable Energy Development

PPPs represent a collaborative approach that merges the strengths of government entities and private sector
organizations to achieve mutually beneficial goals in infrastructure and service delivery. In renewable energy
development, PPPs have become an indispensable tool, particularly for addressing the significant financial,
technical, and operational challenges associated with large-scale energy projects. At their core, PPPs rely on the
principle of shared responsibility, where governments provide enabling frameworks and incentives, while private
companies bring the necessary capital, technology, and management expertise. The mechanisms through which
PPPs operate vary but typically involve long-term contractual agreements. Governments may offer incentives
such as tax breaks, access to land, or subsidies to encourage private sector participation. In return, private entities
invest in project development, construction, and operation, often under a build-operate-transfer (BOT) or
build-own-operate (BOO) model. Importantly, PPPs also incorporate risk-sharing structures, ensuring that the
financial and operational risks of renewable energy projects are equitably distributed between public and private
partners. For example, governments may assume policy-related risks, such as regulatory changes or public
opposition, while private companies manage risks associated with financing, construction, and technological
performance.

The complexity of renewable energy projects, particularly those involving solar, wind, or geothermal energy,
underscores the necessity of PPPs. These projects require substantial upfront investment in infrastructure,
including energy generation facilities and grid connections. Renewable energy sources like solar and wind are
intermittent by nature, necessitating investment in energy storage systems or grid modernization to stabilize
supply. PPPs allow governments to mitigate the prohibitive costs of these projects while unlocking private sector
expertise and innovation, ensuring efficient project delivery. PPPs help bridge the gap between ambitious
renewable energy targets and the realities of limited public sector budgets. Governments alone often lack the
financial resources to scale renewable energy projects to meet growing demand, especially in developing regions.
Through PPPs, private investors gain access to new markets and revenue streams, while governments achieve
their energy policy goals, creating a win-win scenario. In this way, PPPs not only facilitate project
implementation but also catalyze broader energy transitions by aligning public and private interests around
sustainability and economic development.

3. Renewable Energy in Latin America: The Regional Context
3.1 The Abundance of Renewable Energy Resources

Latin America is one of the most resource-rich regions in the world when it comes to renewable energy potential.
The region benefits from exceptional geographic and climatic conditions that make it a natural hub for renewable
energy development. Its vast hydroelectric resources have already positioned it as one of the global leaders in
clean energy, with countries like Brazil and Paraguay deriving the majority of their electricity from hydro
sources. Beyond hydropower, the region’s solar and wind resources are among the most promising in the world.
The Atacama Desert in Chile, for instance, boasts some of the highest solar irradiance levels globally, while
Patagonia, spanning Chile and Argentina, has consistently strong and reliable wind currents. Similarly, Mexico’s
solar energy potential in the northern regions and Central America’s geothermal reserves place the region in an
advantageous position to diversify its renewable energy mix. Despite this abundance, the region has historically
struggled to develop and capitalize on these resources. Limited infrastructure, inadequate financing, and
regulatory inconsistencies have acted as significant roadblocks. For instance, countries with vast solar potential,
such as Bolivia or Honduras, have been unable to fully exploit these resources due to insufficient investment in
transmission networks or a lack of government support. Similarly, the intermittent nature of renewable energy
sources like solar and wind has made integration into national grids a technical and financial challenge. These
barriers highlight the importance of innovative financing mechanisms and collaborative frameworks like PPPs to
unlock the region’s full renewable energy potential.

3.2 PPPs in Action Across the Region

Over the past two decades, PPPs have emerged as a critical mechanism for addressing the region’s renewable
energy challenges. Governments across Latin America have increasingly recognized the importance of private
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sector involvement in mobilizing the capital, technology, and expertise necessary to accelerate the transition to
clean energy. PPPs have been successfully deployed in countries such as Mexico, Brazil, and Colombia to
support the construction of large-scale renewable energy projects. In Mexico, the landmark Reforma Energéica
(Energy Reform) opened the energy sector to private investment, creating opportunities for PPPs in wind and
solar development. The country’s Isthmus of Tehuantepec region has become a major hub for wind energy
through projects supported by international partnerships, while solar projects in northern Mexico have benefited
from similar collaborations. Brazil, home to one of the world’s largest hydropower markets, has leveraged PPPs
to diversify into other renewable sources, such as wind and biomass, with significant investments in its
northeastern states. Colombia, with its rich hydro resources and untapped solar and wind potential, has recently
begun to implement PPP frameworks to attract international investors and scale up its renewable energy capacity.

Among these efforts, Chile stands out as a regional leader. The country has demonstrated an unparalleled ability
to leverage PPPs to support renewable energy infrastructure development. Through well-structured partnerships,
Chile has been able to attract billions of dollars in foreign direct investment while ensuring alignment with its
national energy targets. For example, projects like Cerro Dominador, a state-of-the-art solar power facility in the
Atacama Desert, and El Arrayan Wind Farm, developed through international collaboration, exemplify the
transformative potential of PPPs. These projects are not only helping Chile diversify its energy mix but also
setting benchmarks for cost efficiency, sustainability, and scalability across Latin America. While PPPs have
proven effective in addressing some of the structural challenges that have hindered renewable energy
development, their success is contingent on a stable regulatory environment, transparent bidding processes, and
consistent government support. Countries that have adopted clear and enforceable renewable energy targets, such
as Chile and Brazil, have been more successful in leveraging PPPs than those with less stable policy
environments. Moving forward, the ability of governments across Latin America to replicate and expand
successful PPP models will play a critical role in the region’s energy transition.

4. Chile’s Renewable Energy Revolution: An Expanded Perspective
4.1 Policy and Regulatory Frameworks: Enabling a Renewable Energy Transition

Chile’s emergence as a renewable energy leader in Latin America is no accident but the result of deliberate and
forward-thinking policy initiatives. The Renewable Energy Law (Law 20.257), enacted in 2008, set the
foundation for Chile’s transition by mandating that 10% of the country’s electricity be derived from
non-conventional renewable energy (NCRE) sources by 2024, a target later increased to 20% by 2025. This
legislation acted as a signal to investors and developers, showcasing Chile’s commitment to diversifying its
energy mix and reducing dependence on imported fossil fuels. One of the most significant regulatory innovations
under this law has been the introduction of competitive energy auctions. These auctions allow renewable energy
developers to bid for long-term power purchase agreements (PPAs) with guaranteed grid access. By fostering
competition, the auctions have significantly driven down the cost of renewable energy projects, making them
competitive with—and, in many cases, cheaper than—traditional fossil fuel-based power generation. For
instance, the average cost of solar energy in Chile dropped from $120/MWh in 2013 to as low as $32/MWh by
2020, one of the lowest prices globally. In addition to the auction system, Chile’s policies include tax incentives
for renewable energy developers, streamlined permitting processes, and guarantees for land use in areas suitable
for renewable energy projects. These measures reduced bureaucratic hurdles, increased project viability, and
encouraged international investors to enter the Chilean market. Chile’s deregulated energy market, characterized
by the unbundling of generation, transmission, and distribution, has provided a transparent and investor-friendly
environment.

Chile’s focus on renewable energy is also embedded in its climate commitments. As a signatory to the Paris
Agreement, Chile pledged to become carbon neutral by 2050. The government’s Nationally Determined
Contributions (NDCs) include ambitious targets for reducing emissions, increasing energy efficiency, and
ensuring that renewables dominate its energy mix. This alignment of renewable energy policies with global
climate goals has enhanced Chile’s reputation as a leader in sustainability, attracting billions of dollars in foreign
direct investment (FDI) in renewable energy.
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Figure 1. FDI and Installed Renewable Energy Capacity in Chile (2010-2022)

4.2 PPP-Driven Infrastructure Projects: Transforming Chile 5 Energy Landscape

Chile’s success in renewable energy is inextricably tied to its effective use of PPPs. These partnerships have
enabled the development of transformative projects that not only harness Chile’s abundant natural resources but
also align with the country’s energy and climate goals. The Atacama Desert is a cornerstone of Chile’s renewable
energy revolution. Known as one of the sunniest and driest places on Earth, it offers unparalleled solar radiation
levels, making it ideal for solar power generation. Leveraging this resource, the Cerro Dominador project, the
first of its kind in Latin America, combines a 110 MW concentrated solar power (CSP) plant with a 100 MW
photovoltaic (PV) plant. This innovative project was developed through a PPP between the Chilean government
and private firms such as Abengoa and EIG Global Energy Partners. The CSP plant, with its thermal energy
storage capabilities, allows for continuous power generation, addressing the intermittency challenge of solar
energy. Another notable solar project in the Atacama Desert is the Bolero Solar Plant, developed by Acciona, a
Spanish renewable energy company. With a capacity of 146 MW, the Bolero plant exemplifies how PPPs have
attracted international expertise and investment to Chile. These projects not only contribute to Chile’s renewable
energy capacity but also generate jobs and stimulate economic activity in remote regions.

Wind energy has also seen significant growth in Chile through PPP-driven projects. The El Array&n Wind Farm,
with a capacity of 115 MW, is one of the largest in the country. Developed through a partnership between Pattern
Energy, AEI, and Antofagasta Minerals, the project demonstrates the scalability of wind energy in Chile’s
northern regions, which are characterized by strong and consistent wind patterns. Another example is the Cabo
Leones wind farm complex in the Coquimbo region, developed by a consortium of private players. With a
combined capacity of over 600 MW across its three phases, Cabo Leones underscores the ability of PPPs to
deliver large-scale projects that support national energy goals.

Chile’s renewable energy development has also included innovative projects addressing the integration of
renewable energy into the national grid. The Chilean government, in collaboration with private investors, has
undertaken significant upgrades to its transmission infrastructure, ensuring that solar and wind power generated
in remote regions can reach urban centers. The Cardones-Polpaico transmission line, a $1 billion project funded
through a PPP, has been a game-changer in connecting renewable energy sources in the north to the central grid.

5. Economic and Social Impacts of Renewable Energy Growth in Chile
5.1 Economic Benefits

The economic benefits of Chile’s renewable energy revolution are transformative and far-reaching. Over the past
decade, the renewable energy sector has attracted more than $15 billion in FDI, cementing Chile’s reputation as
a renewable energy leader in Latin America. This inflow of capital has supported the development of large-scale
solar, wind, and geothermal energy projects, significantly increasing the country’s installed renewable energy
capacity. By the end of 2022, renewable energy accounted for nearly 25% of Chile’s electricity generation, a
remarkable achievement for a country that, less than two decades ago, relied heavily on imported fossil fuels.
Job creation is one of the most tangible and impactful outcomes of this growth. Renewable energy projects have
generated thousands of jobs, particularly in rural and remote areas, where economic opportunities are often
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scarce. The construction phase of projects like Cerro Dominador, a cutting-edge CSP plant, employed over 1,500
workers at its peak, providing much-needed income and training to local communities. The operational phase of
renewable projects, while less labor-intensive, has also created permanent jobs in maintenance, monitoring, and
management. These employment opportunities have stimulated local economies by increasing demand for
services such as transportation, accommodation, and food during project development. Beyond job creation,
renewable energy growth has had a profound impact on Chile’s overall economic stability. By reducing its
dependence on imported fossil fuels, Chile has insulated its economy from the volatility of global oil and gas
markets. Historically, fluctuations in fossil fuel prices have placed significant financial strain on Chile’s
energy-intensive industries and consumers. The shift to domestically generated renewable energy has stabilized
electricity prices, providing industries with more predictable operating costs and households with more
affordable energy. This stability is particularly important for energy-intensive industries like mining, which
forms a cornerstone of Chile’s economy. The renewable energy sector has spurred innovation and
entrepreneurship, attracting a growing number of domestic and international companies specializing in
renewable energy technologies, infrastructure development, and grid modernization. These businesses not only
contribute to the diversification of Chile’s economy but also enhance its global competitiveness as a hub for
green technology development and deployment.

5.2 Social Impacts

The social benefits of Chile’s renewable energy transformation extend far beyond economic gains, significantly
improving the quality of life for its citizens and contributing to global sustainability efforts. Access to clean and
affordable energy has become a cornerstone of Chile’s development strategy, particularly in addressing energy
access disparities in remote and underserved regions. Rural areas, which have historically faced challenges in
accessing reliable electricity, have seen significant improvements due to the expansion of renewable energy
projects. The decentralization of energy production through solar and wind farms has allowed electricity to reach
previously underserved regions, improving the quality of life for thousands of households. Reliable energy
access has also fostered social development by enabling communities to power schools, healthcare facilities, and
businesses, thereby enhancing education, healthcare, and local economic opportunities.

Chile’s renewable energy sector has also played a vital role in addressing global environmental challenges. The
country’s ambitious transition to clean energy has significantly reduced greenhouse gas emissions, aligning with
its commitment to achieving carbon neutrality by 2050 under the Paris Agreement. By replacing fossil
fuel-based power generation with renewable sources, Chile has not only reduced its national carbon footprint but
also contributed to global efforts to combat climate change. This has improved air quality in urban areas,
enhancing public health and reducing the incidence of respiratory diseases linked to air pollution. Renewable
energy projects have brought technological and scientific innovation to Chile. Projects like Cerro Dominador’s
CSP plant, which incorporates advanced thermal energy storage to provide continuous electricity generation,
have positioned Chile as a pioneer in addressing the intermittency of renewable energy sources. These
technological advancements are fostering a culture of innovation and attracting researchers, engineers, and
scientists, contributing to Chile’s growing status as a leader in renewable energy technology in Latin America.

5.3 Challenges and Opportunities

Despite the remarkable progress, Chile’s renewable energy sector faces several challenges that must be
addressed to sustain its growth and maximize its social and economic impacts. One of the most pressing
challenges is the intermittency of renewable energy sources like solar and wind. While projects like Cerro
Dominador have integrated thermal storage to mitigate this issue, further investment in energy storage
technologies, such as batteries and pumped hydro storage, is necessary. These technologies are essential for
ensuring a stable and reliable electricity supply, particularly as the share of renewables in the energy mix
continues to grow. Grid modernization is another critical challenge. Chile’s energy grid was historically designed
to accommodate centralized fossil fuel-based generation rather than decentralized renewable energy sources.
Significant upgrades are required to expand transmission capacity, improve grid stability, and connect renewable
energy projects in remote areas, such as the Atacama Desert, to population centers. While projects like the
Cardones-Polpaico transmission line have made progress in this regard, further efforts are needed to fully
integrate renewable energy into the national grid. Community opposition to large-scale renewable energy
projects poses an additional obstacle. Indigenous communities and environmental activists have raised concerns
about the social and ecological impacts of wind and solar farms, including disruptions to local ecosystems and
traditional ways of life. For example, the installation of large wind turbines in remote areas has sometimes been
criticized for its visual and noise impacts, as well as its encroachment on culturally significant lands. To address
these concerns, the government and private sector must prioritize inclusive planning processes and equitable
benefit-sharing mechanisms to ensure that the social and economic benefits of renewable energy projects are
distributed fairly. On the other hand, Chile’s leadership in renewable energy presents significant opportunities.
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The country has the potential to become a regional and global leader in green energy exports, particularly as
demand for green hydrogen—a fuel produced using renewable electricity—grows. Chile has already outlined
ambitious plans to produce and export green hydrogen, leveraging its abundant solar and wind resources to
position itself as a key player in the global energy transition. Chile’s renewable energy expertise provides a
valuable opportunity for regional collaboration. By sharing its knowledge, technologies, and best practices with
other Latin American nations, Chile can play a pivotal role in accelerating the adoption of renewable energy
across the region. These collaborations could also strengthen regional energy integration, enabling countries to
share resources and optimize energy production.

The economic and social impacts of Chile’s renewable energy revolution are undeniable. From job creation and
economic stability to improved energy access and environmental sustainability, the benefits of Chile’s transition
to clean energy are profound. While challenges such as intermittency, grid infrastructure, and community
opposition persist, they are outweighed by the opportunities for innovation, collaboration, and leadership. As
Chile continues to expand its renewable energy sector, it stands not only as a model for Latin America but as a
global leader in demonstrating the transformative potential of renewable energy.

6. Challenges and Limitations

Chile’s renewable energy revolution is a remarkable achievement, but it is not without significant challenges.
These challenges encompass technical, social, and political dimensions, and addressing them effectively is
critical for sustaining the momentum of Chile’s energy transition. This section explores the major hurdles Chile
faces, including the need for grid modernization, addressing community concerns, and navigating political and
economic risks, while also outlining potential solutions.

Regional Social Development Indicators Improvement in Chile from Renewable Energy Projects
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Figure 2. Regional Social Development Indicators Improvement in Chile from Renewable Energy Projects

6.1 Grid Modernization and Integration

One of the most pressing challenges for Chile’s renewable energy sector is the integration of variable energy
sources like solar and wind into the national grid. The inherent intermittency of these sources, driven by
fluctuating sunlight and wind conditions, creates challenges for maintaining a stable and reliable energy supply.
Without adequate grid infrastructure and energy storage solutions, the rapid expansion of renewable energy risks
overwhelming the current system, leading to inefficiencies, energy curtailment, and supply disruptions. Chile’s
national grid was originally designed to support centralized fossil fuel-based power generation. However, the
rise of renewable energy has decentralized power production, with solar farms in the Atacama Desert and wind
farms in remote areas contributing significant amounts of electricity. The existing grid infrastructure struggles to
connect these generation hubs to population centers and industrial areas, where demand is highest. Transmission
bottlenecks have emerged as a critical obstacle, with renewable energy projects in some regions unable to deliver
their full output to the grid. Modernizing the grid to accommodate renewable energy requires significant
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investment in both transmission and distribution infrastructure. Projects like the Cardones-Polpaico transmission
line, which links the renewable energy-rich northern regions to central Chile, represent a step in the right
direction. However, additional large-scale investments are needed to expand grid capacity and improve resilience.
The integration of smart grid technologies, such as real-time monitoring and automated demand-response
systems, can help optimize the flow of electricity and reduce losses.

Energy storage solutions, such as lithium-ion batteries and pumped hydro storage, also play a crucial role in
addressing intermittency. These technologies allow surplus energy generated during peak production periods to
be stored and dispatched during periods of low generation. Chile has significant potential to develop energy
storage, particularly given its abundant lithium reserves, which could support a domestic battery production
industry. Encouraging investment in storage projects through PPPs and incentives will be essential to ensuring
the long-term reliability of the energy system.

6.2 Community Concerns and Social Inclusion

While renewable energy is widely regarded as a cornerstone of environmental sustainability, large-scale projects
can sometimes create local social and environmental tensions. Community opposition to renewable energy
projects has emerged as a notable challenge in Chile, particularly in regions with significant indigenous
populations or ecologically sensitive areas.

Wind farms, for example, often face criticism for their visual and noise impacts, which can affect nearby
communities. Similarly, large-scale solar projects in rural areas may require substantial land use, raising
concerns about land displacement, habitat disruption, and changes to traditional ways of life. Indigenous groups,
in particular, have raised concerns about the encroachment of renewable energy projects on their ancestral lands
without adequate consultation or compensation. To address these concerns, greater stakeholder engagement is
essential. Transparent and inclusive planning processes can help build trust between developers and local
communities. Governments and private sector partners must prioritize early and meaningful consultation with
affected groups, ensuring that their voices are heard and their concerns are addressed. Benefit-sharing
mechanisms, such as offering equity stakes in renewable energy projects to local communities or funding
community development initiatives, can also help ensure that the economic benefits of renewable energy are
equitably distributed. Developers must take steps to minimize the environmental impacts of renewable energy
projects. Conducting thorough environmental impact assessments and implementing mitigation measures, such
as preserving critical habitats and minimizing land-use conflicts, are essential for maintaining public support and
ensuring the sustainability of these projects. Balancing the local social and environmental impacts with the
broader national and global benefits of renewable energy will be key to overcoming community resistance.

6.3 Political and Economic Instability

The political and economic context in Latin America poses additional risks to the long-term sustainability of
Chile’s renewable energy progress. While Chile has historically been regarded as a relatively stable and
investor-friendly country, recent years have seen growing political unrest, economic challenges, and calls for
structural reforms. These factors create uncertainties that could impact investor confidence and the viability of
renewable energy projects. One key issue is the potential for policy reversals or regulatory changes. Political
shifts, particularly in response to public dissatisfaction or changes in government leadership, could lead to
revisions of renewable energy targets, tax incentives, or other supportive policies. For example, the ongoing
constitutional reform process in Chile has raised questions about the future direction of environmental and
energy policy. Ensuring that renewable energy policies are enshrined in law and insulated from political
fluctuations will be critical to maintaining investor confidence. Economic instability, including inflation,
currency volatility, and debt concerns, also poses risks. Renewable energy projects, which require significant
upfront capital investment, are highly sensitive to economic conditions. Rising interest rates, for instance, could
increase the cost of financing, making projects less attractive to investors. Similarly, currency devaluation could
impact the profitability of projects that rely on imported equipment or foreign-denominated loans.

To mitigate these risks, Chile must prioritize creating a stable and predictable investment environment.
Strengthening institutions, maintaining fiscal discipline, and fostering political consensus on the importance of
renewable energy are essential steps. Regional collaboration, such as aligning renewable energy policies across
Latin America, could also help create a larger and more stable market for renewable energy investments,
reducing risks for developers and investors.

6.4 Balancing Challenges with Opportunities

Despite these challenges, the opportunities for Chile’s renewable energy sector remain significant. The country’s
strong policy framework, abundant natural resources, and growing expertise in renewable energy technology
provide a solid foundation for continued growth. Addressing challenges such as grid modernization, community
opposition, and political instability will require coordinated efforts from governments, private sector partners,
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and civil society. Chile’s ability to innovate and lead by example presents an opportunity to position itself as a
regional and global leader in the renewable energy transition. By developing solutions to these challenges, Chile
can provide a roadmap for other countries in Latin America and beyond, demonstrating that the benefits of
renewable energy far outweigh the difficulties.

7. Lessons for the Region

Chile’s renewable energy revolution provides a blueprint for other Latin American countries, offering valuable
lessons on policy design, competitive market practices, stakeholder engagement, and regional collaboration.
These lessons are applicable across diverse socio-economic and political contexts, demonstrating how
well-structured strategies can overcome long-standing challenges and unlock the potential of renewable energy.

7.1 The Importance of Policy Frameworks

The cornerstone of Chile’s success lies in its clear, stable, and forward-looking policy framework, which has
attracted private sector investment and fostered a supportive environment for renewable energy development.
Other countries in Latin America can draw inspiration from Chile’s Renewable Energy Law (Law 20.257) and
subsequent policy amendments, which set binding renewable energy targets and created a transparent regulatory
environment. One of the key strengths of Chile’s approach is its alignment of national renewable energy policies
with global climate goals. Chile’s Nationally Determined Contributions (NDCs) under the Paris Agreement
explicitly integrate its renewable energy ambitions, ensuring that domestic policies contribute to international
commitments. This alignment enhances investor confidence by signaling the government’s long-term
commitment to clean energy. For other countries, establishing similar frameworks is critical. Binding renewable
energy quotas or targets, such as requiring a specific percentage of electricity to come from renewables by a
certain year, provide clarity and predictability. These targets must be accompanied by enabling policies such as
tax incentives, subsidies, and streamlined permitting processes to encourage investment. Governments must
ensure that these policies remain consistent across political cycles. Frequent policy reversals, as seen in countries
like Argentina and Brazil, undermine investor confidence and stall progress.

A lesson for the region is the need to enshrine renewable energy goals in legislation, which provides legal
certainty and shields them from political instability. This is particularly relevant in countries where leadership
changes frequently or where populist agendas may conflict with renewable energy priorities.

7.2 Competitive Bidding and Risk Sharing Mechanisms

Chile’s competitive energy auctions provide a model for ensuring transparency, cost efficiency, and fairness in
the allocation of renewable energy contracts. Energy auctions encourage private sector participation by allowing
developers to compete for long-term PPAs, with contracts awarded to those offering the lowest prices. This
competitive process has driven down the cost of renewable energy in Chile, making it one of the most affordable
markets for solar and wind energy globally. For example, the average cost of solar energy in Chile fell
dramatically in less than a decade, with auction bids as low as $29 per megawatt-hour (MWh), among the
cheapest in the world. These cost reductions have benefited consumers through lower electricity prices while
ensuring profitability for developers. The transparency of Chile’s auction system has also minimized corruption
risks and increased public trust in the process. Another lesson from Chile’s approach is the use of risk-sharing
mechanisms. Renewable energy projects involve substantial financial and operational risks, particularly during
the early stages of development. Chile’s model demonstrates how governments can mitigate these risks through
measures such as guaranteed grid access, long-term PPAs, and government-backed financing instruments. For
example, by ensuring developers a secure revenue stream through PPAs, Chile has made renewable energy
projects more bankable and attractive to private investors. Countries in Latin America can adopt and adapt these
practices to suit their specific needs. However, they must tailor auction designs to their market conditions and
ensure that regulatory barriers, such as land acquisition delays or complex environmental permitting processes,
do not discourage participation. Governments should also provide risk-sharing frameworks that incentivize
private investment without overly burdening public finances.

7.3 Public Trust and Community Engagement

While technical and financial strategies are essential, the social dimension of renewable energy development is
equally critical. Chile’s experience underscores the importance of public trust and community engagement in
ensuring the long-term success of renewable energy projects. Large-scale wind and solar farms often affect local
communities, particularly in rural or indigenous areas, raising concerns about land use, environmental impacts,
and benefit-sharing. One of the key challenges Chile has faced is opposition from communities concerned about
the social and ecological consequences of renewable energy projects. In some cases, large wind farms have been
criticized for their visual impact, noise pollution, and encroachment on culturally significant land. Similarly, the
development of solar farms in rural areas has raised issues of land displacement and habitat disruption. These
concerns, if left unaddressed, can lead to protests, delays, or even legal challenges, as seen in several renewable
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energy projects across Latin America. Chile’s efforts to address these issues provide a valuable lesson. Early and
inclusive stakeholder engagement is essential to identifying and mitigating potential conflicts. Governments and
private developers must ensure that affected communities are consulted at every stage of the project, from
planning and design to construction and operation. Transparent communication about the benefits and impacts of
projects can help build trust and reduce resistance.

Another key lesson is the importance of equitable benefit-sharing mechanisms. Renewable energy projects must
deliver tangible benefits to local communities, such as job creation, infrastructure development, or
revenue-sharing arrangements. In Chile, some developers have offered equity stakes to local communities,
ensuring that they share in the economic benefits of renewable energy production. Others have invested in
community development programs, such as funding schools, healthcare facilities, or local infrastructure
improvements. For other countries in Latin America, embedding community engagement and benefit-sharing
into renewable energy strategies is essential. These measures not only enhance the social sustainability of
projects but also reduce the risk of opposition and delays, creating a more favorable environment for future
investments.

7.4 Regional Collaboration and Knowledge Sharing

Finally, Chile’s experience highlights the potential for regional collaboration and knowledge sharing to
accelerate renewable energy development across Latin America. The region is rich in diverse renewable energy
resources, from Mexico’s solar-rich northern deserts to Brazil’s vast hydropower capacity and Argentina’s strong
wind potential. However, many countries face similar challenges, such as limited grid infrastructure, policy
inconsistencies, and insufficient financing. By fostering regional collaboration, Latin American countries can
leverage shared resources and expertise to address common challenges. Chile, for instance, can play a leading
role in disseminating its best practices, from competitive bidding processes to risk-sharing mechanisms.
Regional forums, such as the Latin American Energy Organization (OLADE), provide a platform for knowledge
exchange, capacity building, and technical assistance.

Cross-border energy integration is another area of opportunity. By connecting national grids through regional
interconnection projects, countries can optimize energy production and balance supply and demand across
borders. For example, wind energy generated in Argentina during peak production periods could be exported to
neighboring countries with higher demand, enhancing regional energy security and efficiency.

Chile’s renewable energy revolution provides valuable lessons for Latin America and beyond. By prioritizing
clear policy frameworks, competitive bidding, community engagement, and regional collaboration, countries in
the region can unlock the potential of renewable energy to drive economic growth, enhance energy security, and
address climate challenges. Chile’s success demonstrates that with the right strategies, renewable energy
development can be a powerful tool for sustainable development and regional leadership in the global energy
transition.

8. Conclusion

Chile’s renewable energy revolution stands as a beacon of innovation, resilience, and forward-thinking policy in
Latin America. By aligning its national goals with global climate commitments, Chile has successfully
implemented a transformative energy model that prioritizes sustainability while fostering economic growth and
social development. Its achievements demonstrate that a deliberate combination of clear policy frameworks,
competitive market mechanisms, effective PPPs, and community engagement can yield profound results.
Countries across Latin America and beyond can draw on Chile’s experience to design their own energy
transitions. One of the most significant takeaways from Chile’s success is the role of policy stability and
coherence in attracting investment and driving growth. The Renewable Energy Law (Law 20.257), coupled with
supportive initiatives such as competitive bidding processes and risk-sharing frameworks, provided the
foundation for a thriving renewable energy sector. This policy approach ensured investor confidence and allowed
private sector actors to actively participate in transforming Chile’s energy landscape. Other countries can
replicate these frameworks, tailoring them to their unique political, economic, and social contexts, to accelerate
their own renewable energy transitions.

Chile also highlights the importance of community participation and equitable benefit-sharing in large-scale
renewable energy projects. Building trust through stakeholder engagement, addressing concerns around land use
and environmental impacts, and ensuring that local communities benefit economically from projects are critical
to maintaining social harmony and long-term support for renewable energy expansion. This aspect of Chile’s
approach is a vital lesson for regions where resource development has historically caused conflict. As Chile
continues to lead in renewable energy innovation—exploring advanced energy storage, green hydrogen, and
cross-border energy integration—it not only strengthens its position as a regional leader but also provides
inspiration and practical insights for the global renewable energy movement. By learning from Chile’s success,
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countries across the globe can make strides toward a cleaner, more equitable, and sustainable energy future.
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