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Abstract 

Renewable energy sources are central to build low-carbon energy systems but there is little 

secured knowledge about the structural factors that shape national renewable energy policies 

and energy transition pathways. Drawing on the literature on ‘varieties of capitalism’ (Hall & 

Soskice, 2001), this article offers an in-depth account of the evolution and impact of 

renewable energy policies in two countries that are commonly labelled in the literature as two 

opposite forms of capitalism, 'Coordinative market economy' (CME) in Germany and 'Liberal 

market economy' (LME) in the United Kingdom. Based on recent literature from political 

economy, this dual perspective is complemented by including also a third subtype, 'Dependent 

market economies' (DME), which are found in the transition states of Central and Eastern 

Europe. 

The analysis reveals an initial convergence of the three varieties of capitalism towards 

stronger government involvement and CME-style targeted policy measures. The effectiveness 

and scope of these measures, however, continues to be constrained by the political-economic 

settings. More recently, centralization and market-based renewable energy governance has 

gained the upper hand at both national and EU-level. The article concludes with emphasizing 

the risks of national and EU climate and energy policies driven by short-termism and cost-

effectiveness for both renewable energy and climate change goals in the long-run.    

Policy relevance 

The article has policy implications for EU and national policy-makers and stakeholders 

concerned with renewable energy and climate change governance. It underlines the need for 

comprehensive renewable energy policies targeting domestic market creation, industrial 

development as well as civic participation. Domestic and external constraints that different 

varieties of capitalism within the EU face in advancing these three components of renewable 

energy development are emphasized. The article stresses the need for enhanced coordination 

and balanced development of renewable energy sectors across all EU economies is essential 

for achieving climate change goals and a genuine low-carbon energy transition.  

 

KEYWORDS: Varieties of capitalism; renewables, European Union; Coordinated Market 

Economies; Liberal Market Economies; Dependent Market Economies; innovation 
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1.  Introduction 

 

Renewable energy diffusion is widely regarded as key instrument for achieving a transition 

towards low-carbon energy systems (Pearson & Foxon, 2012). This in turn should contribute 

to reducing greenhouse gas emissions and other environmental pollution while enhancing 

energy security and spurring job creation and technological innovations. The successful 

design and implementation of comprehensive renewable energy policies, however, has turned 

out to be a challenging task, given the dynamic global market trends and the necessity for a 

complex set of governing capacities domestically. Still, some countries appear to be better 

equipped than others in utilizing renewable energy sources (RES) and promoting 

participation, innovation and wealth creation in the emerging renewable energy sectors. Why 

is this so and how can we understand the differences? 

 Existing studies provide in-depth insights into the main factors and mechanisms that 

facilitate or block renewable energy implementation at the national level. The literature 

emphasizes the role of country-specific political variables (Aklin & Urpelainen 2013, Yi & 

Feiock 2014, Biresselioglu & Karaibrahimoglu 2012) and of socio-technological factors 

(Corsatea 2014, Simmie, Sternberg, & Carpenter 2014, Wong 2005, Schaffer & Bernauer 

2014, Marques, Fuinhas & Pires Manso 2010, Park 2015). Overall, the literature suggests that 

stable and comprehensive policy framework, cross-sectoral coordination, close but 

transparent state-industry relations together with target education and R&D programs 

constitute factors that generate sustainable renewable energy development (Jacobsson & 

Bergek, 2004; Negro et al., 2012). Yet, there have been little attempts so far to relate these 

factors to broader political-economic settings in different countries and explain how specific 

national political-economic conditions constrain or facilitate the emergence of these factors. 

This has prevented the establishment of a systemic framework for comparing renewable 

energy transition across countries and political-economic contexts. 

 To fill this gap, this contribution proposes that the literature on comparative 

capitalism, particularly the framework of Varieties of Capitalism (VoC), provides valuable 

tools that can enrich our understanding of the direction and pace of renewable energy 

development across different types of national political-economic settings. The paper argues 

that different forms of capitalism are equipped with different opportunities and constraints for 

advancing renewable energy transitions. To illustrate the value of this approach, the article 

reviews the development of renewable energy in the electricity sectors in Germany and the 

UK as two countries representing opposite forms of capitalism, Coordinative market economy 
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(CME) and Liberal market economy (LME), respectively In addition, the contribution also 

looks at the impact of the political-economic system on renewable energy diffusion in the new 

capitalist economies of East-Central Europe, described in the recent literature as 'Dependent 

market economies' (DME) (Nölke & Vliegenthart 2009). In terms of the theoretical added-

value, the article advances the understanding of institutional change and continuity in 

different forms of capitalism in the policy field of renewable energy. On a more practical side, 

the article explores what policy lessons can be drawn and what the future of renewable energy 

transitions for different varieties of capitalism may look like in view to the EU post-2020 

climate and energy strategy.  

 The data for the study is based on secondary literature comprising existing scholarly 

studies, expert analyses, media reports and government documents. Using a longitudinal 

perspective that relies on historical institutionalism (Mahoney and Thelen 2010), the article 

describes different temporal sequences of clean energy transitions across VoC types and 

highlights thereby interdependencies as well as convergence/divergence patterns. In assessing 

the impact of different varieties of capitalism on renewable energy transition, the article 

focuses on three main components of what can be termed a sustainable and embedded 

renewable energy policy. The first component concerns the creation of the domestic market 

for utilizing renewable energy potential, measured by the share of renewable energy sources 

in the country's energy mix. The second component includes policy measures aimed at 

promoting new jobs and technological innovations in the emerging renewable energy sectors, 

measured by the criteria such as the number of created jobs, overall business turnover and the 

number of technological patents. Finally, the third component envisages broad societal 

participation in renewable energy production, measured primarily by the share of individual 

and community-owned renewable energy projects. A number of studies have demonstrated 

positive relationship between the participative character of renewable energy deployment and 

public acceptance and stability of renewable energy policy (Mendonça, Lacey, & Hvelplund 

2009). The outlined categorization does not suggest that the three components are mutually 

exclusive, to the contrary. They are interrelated and in practice each of the components is 

present to a greater or lesser extent. The main claim is rather, as will be shown in the 

subsequent empirical discussion, that all three components should be sufficiently addressed 

by policy-makers in order to ensure sustainable growth of renewable energy sectors. 

Governments often intentionally or unintentionally emphasize or neglect one or more of the 

three components which either prevents the take-off of the renewable energy sector or leads to 

'boom and bust' cycles. Moreover, scholarly analyses rarely consider all three components 
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when assessing renewable energy policies, mostly focusing only on the deployment of RES as 

the measure of policy success. These questions deserve increased attention when it comes to 

devising a common energy and climate regulatory framework for different VoC as currently 

envisioned by the European Commission. 

The article is structured as follows. Section 2 briefly introduces the theoretical framework of 

VoC. Sections 3, 4 and 5 apply the outlined theoretical insights to investigate processes and 

outcomes of renewable energy diffusion in three different political-economic settings: 

Germany, UK and Central and Central and Eastern Europe. Section 6 summarizes the main 

findings and discusses the implications for future trajectories of renewable energy transition 

across EU economies in the period through 2030.  

 

2.  Greening the ‘varieties of capitalism’ framework 
 
The ‘varieties of capitalism’ perspective has emerged in the last decade as the most influential 

research framework in comparative political economy (Hall & Soskice 2001). Researchers 

associated with the VoC paradigm argue that there are important differences in how modern 

capitalism is organized in the Western world and that these ‘varieties’ show different but not 

mutually exclusive patterns to economic success (Hall & Gingerich 2009). The differences 

between developed economies concern the question as how the institutional system helps or 

hinders companies to solve their cooperation problems. The main focus of the approach is on 

companies as actors and the institutional setting they are embedded into. Five institutional 

spheres are identified as particularly relevant: 1) industrial relations and wage setting, 2) 

vocational training and education, 3) corporate governance and returns on investments, 4) 

inter-firm relations and 5) intra-firm relations. According to Hall and Soskice (2001), based 

on these five spheres, most developed market economies cluster into two distinct types of 

capitalism, which they call 'Coordinative market economy' (CME) and 'Liberal market 

economy' (LME). Germany, Austria and Scandinavian countries are considered to be the 

archetypal CME countries are Germany, whereas Anglo-Saxon states UK, US or Ireland are 

those described as LMEs.  

 A central difference between these two different types of capitalism is how 

innovation takes place. LMEs, which are dominated by “cut-throat competition” (Hall & 

Soskice 2001, 40-41), typically feature a Schumpeterian process of radical reorganisation and 



 

            

 

 

 

6 

 

path-breaking innovation and is said to have comparative advantages in innovation-intensive 

high-tech industries and services. In contrast, innovation in CMEs is rather small scale, 

incremental, but also more continuous. In CMEs, innovation takes place based on path-

dependent cooperation between firms, banking and the research sector with long-term 

perspectives dominating over concerns of immediate profitability. The densely networked 

character of the innovation process, which usually involves different public and private actors, 

such as the state-financed research sector and sector-level collaboration between companies 

allows for longer incubation processes necessary for innovation. This path of innovation is 

supported also by the system of vocational training, which emphasizes the interaction 

between industry and education and is able to produce highly skilled workforce.  

 While highly intuitive at first sight, the VoC framework was also confronted with 

substantial criticism over the last decade (for an overview, see Hancké, Rhodes, & Thatcher 

2009, 7-9). Some of these critiques highlight VoC’s static, deterministic and functionalistic 

character which emphasises institutional stability rather than change. Others are sceptical of 

VoC’s disregard of sectoral differences and the overemphasis of the firm-level. By focusing 

on sector level innovation only, the VoC framework is said to disregard the role of national 

institutions, which usually play a central role for financing research and development budgets, 

supporting universities and encouraging the creation of new markets or the diffusion of new 

technologies. This role of the state is not confined to CMEs, but as argued by Fred Block 

(2008), behind the ideological veil of market liberalism even classical LMEs such as the 

United States have established a massive ‘hidden developmental state’ in order to enhance the 

competitiveness of their high-tech industries. 

 Another important line of criticism points to the need to develop new categories as 

the existing LME-SME dichotomy does not fit several political economies, not even in 

Europe. For instance, France was described by Vivien Schmidt as a third type of ‘statist’ 

market economy (Schmidt 2003), which combines features of LMEs and CMEs but where the 

state has a more prominent steering role. More recently, political economists, comparatists 

and area studies scholars have started asking whether the VoC typology can be applied to 

transition states. As argued by Nölke and Vliegenhardt (2009), the common trait which unites 

the Central and Eastern European subtypes of capitalism is their dependence on foreign 

capital and innovation. Thus, in contrast to both LMEs and CMEs, foreign dependence of 

firms and whole political economies is a major characteristic of the region which also shapes 

domestic institutional arrangements. This has led to the emergence of a new variety of 
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capitalism, termed 'Dependent market economies' (DMEs). While this characterization has 

been originally applied only to a subset of Central and Eastern European countries, i.e. the so-

called ‘Visegrad’ states Poland, Czech Republic, Slovakia and Hungary, later scholarship has 

identified a large number of different regional subtypes across the region (Bohle & Greskovits 

2012). Such (sub-) regional differentiations in Eastern Europe are beyond the scope of this 

paper, but two typical DME characteristics which set them apart of CMEs and LMEs should 

be mentioned here. First of all, there is not much room for autochthonous innovation in DMEs 

as this is provided from the Western headquarters of LME or CME type companies active in 

Eastern Europe. Competitive, foreign-owned companies typically use the region as a 

‘prolonged assembly line’ and benefit from cheap and relatively skilled labour force not far 

from Western markets (Nölke & Vliegenhart 2009). Second, in contrast to LMEs and CMEs, 

which are characterised by a relative stability of the institutional arrangements governing 

state-industry relations, DMEs are transition states with low governance capacities and 

rapidly changing rules. This makes complex and long-term planning processes of the type that 

are required for clean energy transitions, difficult to achieve. To make things worse, these 

states have inherited highly centralized and often non-transparent policy processes with many 

formal and informal veto players (see Dimitrova & Buzogány 2014) which are likely to be 

detrimental for establishing viable state-industry cooperations or to hedge energy transitions 

with bottom-up societal participation (Szulecki, Ancygier & Szwed 2015).  

How can the VoC typology, applied to a strongly cross-sectoral policy, enhance our 

understanding of renewable energy transitions? Many characterizations of political and 

economic systems seem to support the idea, that ‘gentler’ societies are better equipped to be 

front-runners in environmental policy (Bernauer & Böhmelt 2013). States with more 

consensual structures have been found to produce better environmental output (Scruggs 2003). 

Thus, it is not entirely surprising that states belonging to the CME type are also found to do 

better in fighting climate change (Lachapelle & Paterson 2013), have ‘greener’ automobile 

industries (Mikler 2009) and outperform LMEs when it comes to low carbon related 

innovations (Kern 2011). The differences are explained by institutional structures of CMEs 

that emphasize the role of intermediary structures and the deeper societal embededdness of 

business actors, which is conducive to enhanced coordination around long-term social goals.  

 In contrast, most recent research seems to agree that LMEs are often constrained by 

the ‘iron band’ (Mitchell 2008) of regulatory politics that leads to the structural ‘traps of 

radical innovation’ and cements an industrial structure that hinders pioneering clean 
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development transitions (Mikler & Harrison 2012). At the same time, internal contradictions 

within LMEs leading to ineffective RES policy have called for stronger direct state 

intervention into innovation processes (MacNeil 2012) and thus have followed the “hidden 

developmental state” logic highlighted above. As Mikler and Harrison (2012) argue, the 

increasing successes in climate change mitigation that the US has seen in some sectors were 

exactly the result of this developmental approach and not of LME style radical innovation. 

Indeed, a large literature highlights dynamic processes behind the diffusion and convergence 

of policies in the renewables field (Park 2015; Schaffer & Bernauer 2014; Kitzing, Mitchell, 

& Morthorst 2012). Such learning processes are often related to technology transfer and 

foreign direct investments (Dechezleprêtre & Glachant 2013), global (Quitzow 2013) or EU 

impulses (Solorio, Öller, & Jörgens 2014). Including such a dynamic perspective, the 

following three sections will provide empirical illustration for applying the VoC framework to 

renewable energy development by highlighting policy developments in CMEs, LMEs and 

DMEs, respectively. Looking at the example of Germany (a typical CME), the United 

Kingdom (a typical LME) as well as Central and Eastern European countries characterized as 

DMEs1 we subsequently provide details on market creation of RES, policy measures and 

societal participation in each variety of capitalism.  

 

3.  Coordinated Market Economies: Germany 
 

German renewable energy policy is the most studied case of a successful promotion of new 

renewable energy sectors and technologies. Germany's leading role both in terms of 

renewable energy deployment and industrial growth, particularly solar and wind, has been 

explained by the existence of a set of conducive factors, the most important being the 

comprehensive and stable government support (Lema et al., 2014). Since the late 1980's, a 

number of demand-side and supply-side policy measures have been applied and continuously 

refined aiming at expanding the domestic renewable energy sectors. In terms of the supply-

side, the policy framework for renewable energy utilization has been in place since the first 

Feed-in Law in 1990. This was replaced by more favourable Feed-in Law in 2000 which 

guaranteed a fixed above-market price for electricity from renewable energy sources over the 

period of 20 years. The establishment of a policy framework had been accompanied by state-

                                                           

1  Relying on Nölke and Vliegenhart‘s (2009) work, who include only Visegrad states in their analysis, we 
understand the DME category to include the Visegrad states as well as Romania and Bulgaria.  
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funded pilot projects, such as programs for 100 MW in wind power and “1,000 roofs” for 

solar photovoltaics implemented between 1991 and 1995 (Lauber & Metz 2004). In parallel to 

national policies, the support schemes at federal and municipal level played an essential role 

in maintaining the momentum of renewable energy sector development during the formative 

phase, given the occasional uncertainties and political disputes at the national level (Burns et 

al 2011). Interestingly, the two programs for solar and wind project as well as early 

subnational policies had elements of a supply-side support since German companies were 

clearly favoured in the procurement process (Jacobsson & Bergek, 2004). The stable 

regulatory framework facilitated a relatively easy access to loans and credits for renewable 

energy investors. Here the state played critical role mainly through the activities of the 

government-owned development bank (Kreditanstalt für Wiederaufbau - KfW). A recent 

study shows that more than 80% of installed wind generators in Germany have made use of 

concessionary loans from KfW (Tisdale, Grau, & Neuhoff 2014). Another recent initiative 

administered by KfW has been the Offshore Wind Energy Programme designed to reduce the 

financing risk for the planned offshore wind energy projects in Germany (KfW, 2015).  

 Common measures for boosting the supply and competitiveness of renewable energy 

technologies in Germany include public spending on R&D activities promoting cooperation 

in the form of clusters and alliances between business, academic and non-academic research 

institutes (Lema et al., 2014). An example for such cooperation schemes includes the Energy 

Research Programme launched by several federal ministries with the overall annual budget of 

around EUR 1 billion (GTAI, 2015). Furthermore, the Federal Ministry for Economic Affairs 

and Energy and German Trade and Invest Agency have been active in facilitating foreign 

direct investments in the renewable energy sector together with the support to domestic 

renewable energy companies in their positioning in external markets. A case in point is the 

Renewable Energies Export Initiative which operates under the Ministry for Economic 

Affairs and Energy. As a result, in 2013 the renewable energy sector in Germany employed 

363,100 people, by far the highest number in the EU (Eurobserver, 2014: 136).  

A distinctive feature of the German transition towards renewable sources has been 

broad participation of a variety of actors comprising local communities, households, farmers 

and domestic companies across the entire supply chain. This decentralized, bottom-up 

development path has not only strengthened the public acceptance of renewable energy 

technologies, but has also contributed to the expansion of the domestic market as well as 
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industrial growth and innovations. According to a survey from 2013, over half of renewable 

energy production capacities in Germany are owned by private persons (BEE, 2015). 

Overall, the traditional coordinative policy-making style in conjunction with the strong 

foundational conditions in the research and industrial base and the decentralized federal state 

structure have enabled Germany to assume a pioneering role and successfully advance all 

three dimensions of renewable energy transition. In fact, as noted above, the progress in each 

of the three dimensions has had a reinforcing effect on the other two contributing to the stable 

and sustainable expansion of renewable energy. The recent developments, however, indicate a 

shift in the policy strategy with important implications for the future trajectory of renewable 

energy transition, particularly concerning its participatory dimension. Instead of non-

conventional price-based and locally-driven approach which transformed renewable energy 

from a niche sector to an important component of the prevailing regime, the current strategy 

for turning renewables into a dominant energy source is set to increasingly rely on market 

mechanisms and centralization of energy production. The government has announced plans to 

replace the Feed-in-Tariff (FiT) scheme with an auction mechanism as means of ensuring the 

cost-effectiveness (Lang and Lang, 2015). This is expected to favour large energy companies 

at the expense of smaller private investors. There is already a trend of distributed renewable 

energy deployment being replaced by large-scale projects, particularly in the wind energy 

sector (Lema et al., 2014). This is also likely to affect the type of technological innovations of 

German companies which are heavily reliant on meeting the needs of the domestic market.  

 In sum, Germany has come a long way from the state-enhanced bottom-up renewable 

energy development typical for CMEs to more market-based approach associated with 

centralized and large-scale projects characteristic for LMEs. This took place in response to the 

call for reducing short-term costs and maintaining the competitiveness of the energy-intensive 

domestic economy. Nonetheless, many elements of a coordinative policy-making based on 

close cooperation between state, industry and finances have preserved significance. Important 

challenges inherited from the previous decentralized development stage remain to be tackled 

by the new top-down government strategy, including the building of modern state-wide grid 

infrastructure and reconciling the divergent interests and energy structures of federal states.   
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4.  Liberal Market Economies: The United Kingdom 
 

The UK has long been regarded as laggard when it comes to promoting renewable energy 

sources and decarbonizing the energy sector. Although some experimentation with public 

spending in R&D and demonstration projects in renewable energy had been practiced after 

the oil crisis in 1970's (Kern et al., 2014:18) more concentrated government efforts to develop 

domestic market and explore economic opportunities in the renewable energy sector have 

began to gain ground only recently. The reasons for this can be largely attributed to the in-

built reluctance of the UK political-economic setting towards non-market and targeted 

industrial policy measures (Mitchell 2008). Contrary to the proactive role of CMEs countries 

such as Germany and Denmark which were able to upload their ambitious renewable energy 

policies to the EU level, the UK government adopted renewable energy targets mainly in 

response to EU and international climate and energy policy commitments. Even then, the 

underlying principle behind the UK renewable energy policy was almost exclusively cost-

effectiveness, rather than innovations, job creation and societal participation. This was visible 

in the support scheme for renewable electricity generation called Renewables Obligation (RO) 

adopted in 2002. The scheme obliges energy suppliers to increase the share of renewable 

energy sources in their portfolio. Initially, the RO scheme was entirely market-based and 

technology-neutral. This eventually proved to be inadequate for meeting the national 

renewable energy targets as it provided little incentive for more costly and less mature 

technologies such as solar and offshore wind. To address this problem, the government 

amended the RO scheme in 2009 offering different levels of support to different groups of 

technologies. The real expansion of the domestic renewable energy market and industry did 

not take place, however, until the UK employed some of the targeted CME-style institutional 

and policy mechanisms.  

 In 2010, the government introduced a FiT for small-scale renewable energy 

technologies up to 5 MW of installed capacity. This particularly benefited the solar 

photovoltaic (PV) sector which began to expand rapidly due to the offered subsidies (Smith et 

al., 2014). Starting from a virtually zero base, the total capacity of solar PV increased to as 

much as 5,228 MW at the end of 2014 (UK Government, 2015). Although the FiT scheme 

came under critique and had been reviewed on several occasions, it still remains the main 

support mechanism for small-scale renewable energy investments. Whereas the solar PV 

technology continues to be controversial due to higher costs and mostly foreign-based 

equipment, the offshore wind has been increasingly recognized by the government as the key 
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sector for strengthening energy security and boosting industrial competitiveness. In 2013, the 

government published the Offshore Wind Industrial Strategy which points out that “offshore 

wind power represents a unique opportunity for the UK to support thousands of highly skilled 

jobs, increase energy security and vastly reduce carbon emissions” (p. 4). The document 

stresses that the government and industry will work together to enhance domestic 

manufacturing capacities and local supply-chain in the offshore wind energy sector. A range 

of new institutional bodies and government-funded initiatives have been launched to ensure 

the realization of the offshore wind development strategy including education programs, 

investment grants and R&D projects (Kern et al, 2014: 21). Among the most prominent is the 

GROW Offshore Wind programme, supported by the UK Regional Growth Fund, which 

provides grants, expertise and other services to interested manufacturing companies and 

investors (GROW: Offshore Wind, 2014). Furthermore, the government announced plans to 

introduce a FiT for offshore wind as of 2017 aiming to reduce investment risks. In addition, 

similar to the role of KfW in Germany, the UK government founded a state-owned Green 

Investment Bank in 2010 with the purpose of financing and mobilizing private capital for 

selected green investment sectors such as offshore wind. The effects of the new policy 

strategy on the renewable energy deployment and industrial growth have been notable. 

Alongside Germany, the UK is now the fastest developing renewable energy market with by 

far the largest offshore wind power sector (Eurobserver, 2014: 13). In 2013, the UK ranked 

third in terms of the number of renewable energy jobs in the EU surpassing countries such as 

Denmark, Italy and Spain. Out of 98,700 renewable energy jobs in the UK the highest 

employment has been created in the wind sector with 36,000 jobs (Eurobserver, 2014: 136). 

The manufacturing sector, however, is still underdeveloped as shown by the large trade deficit 

of the UK in wind energy components recorded in the period 2007-2011 (European 

Commission, 2014:111).  

 The progress in the area of decentralized renewable energy generation and 

community-owned renewable energy projects in the UK has been lagging behind. The 

dominant RO support scheme has favoured large-scale projects implemented and owned by 

large power utilities. The enactment of the FiT in 2010 has improved the conditions for 

individuals and cooperatives to engage in building and operating renewable energy facilities. 

The change in the support instrument alone, however, does not appear to be sufficient. A 

number of obstacles to community-led renewable energy development still remain to be 

tackled, particularly the investment conditions, planning procedures and infrastructure 

(Nolden, 2013). The UK government has undertaken some steps to address these problems. In 
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2014, the Department of Energy and Climate Change published a Community Energy 

Strategy highlighting the government's ambitions to facilitate community renewable energy 

projects. The Green Investment Bank, for instance, has dedicated substantial financial 

assistance to community-scale projects in hydropower and wind. The success of these 

measures to promote community energy in a centralized energy regime is still highly 

uncertain.    

 Overall, the case of renewable energy in the UK demonstrates significant capacity of 

LMEs for policy learning and strategic adjustments necessary for developing renewable 

energy market and enhancing industrial capacities. Multiple factors have enabled policy 

learning: political will, the economic crisis and renewed interest in industrialization, 

sufficiently large domestic market and abundant natural resources, especially wind. Although 

the UK has been to some extent successful in catching-up with renewable energy forerunners 

among CME countries, the particular features related to its latecomer position and broader 

liberal-market setting continue to shape and constrain the pace and direction of renewable 

energy transition. The insufficient experience of national and local administration with 

renewable energy projects and the related delays in local planning and issuing of permits 

illustrate the longer time scope needed for building administrative capacities for renewable 

energy. Furthermore, the lack of vocational training and associated lack of qualified 

workforce in the renewable energy sector (Renewable UK, 2013) together with the limited 

coordination mechanisms among state, industry and the financial sector are typical 

characteristics of LMEs that prevent the UK from fully replicating the renewable energy 

development path of CME states.   

 

5.  Dependent Market Economies: The New EU Member states 
 

Although the transition process towards market economy have largely been completed in all 

DME countries, their level of economic development measured by the GDP per capita is still 

well beyond the one found in the older EU member states. As a consequence, the quest for 

boosting short-term economic growth and competitiveness remains the central priority of 

DME governments. The goal of promoting renewable energy sources has not always 

resonated well with such political agenda and economic logic. All DME countries have 

adopted national renewable energy targets and related policy frameworks as required by the 
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EU renewable energy acquis. The pace and shape of renewable energy deployment has varied 

considerably among countries but the 'stop and go' approach has been a common phenomenon. 

Hungary, for instance, increased its wind power capacity to 331 MW in 2011 (Eurobserver, 

2013) and by 2014 no additional wind power had been added (Eurobserver, 2015a). 

Interestingly, although it is endowed with significantly higher potential in solar energy, the 

installed solar PV in Hungary was only 38,2 MW in 2014 (Eurobserver, 2015b). Slovakia and 

Czech Republic, on the other side, have witnessed rapid increase in solar energy utilization in 

the past years but this trend has come to a halt. In 2014, no new solar power plants were 

registered in Czech Republic whereas in Slovakia only 2 MW of new solar PV capacity was 

added. Poland has been somewhat more successful in maintaining the growth of its wind 

energy sector, but investments in the solar power sector have been limited with only 24,4 MW 

of the installed capacity in 2014 (Eurobserver, 2015b). Bulgaria and Romania have seen 

among the highest growth rates in wind and solar energy in the EU over the past few years. 

Bulgaria reached 1,020 MW in solar power in 2014 while Romania recorded 1,292 MW 

(Eurobserver, 2015b). Only Czech Republic had a larger solar power sector than Bulgaria and 

Romania among DME countries. In terms of wind energy, Romania had as much as 3221 

MW of cumulative capacity at the end of 2014, while Bulgaria had 686 MW (Eurobserver, 

2015a). Only Poland had more installed wind energy among DMEs. These trends, particularly 

for Bulgaria, have turned to be highly unsustainable. In 2014, Bulgaria added only 1,3 MW in 

solar power and 10,1 MW in wind power (Eurobserver, 2015b). 

 Whereas the EU pressure has clearly been the dominant force behind opening up the 

domestic renewable energy market in DMEs, a number of national-level factors have 

contributed to the uneven and unstable renewable energy deployment. These factors, common 

for DMEs, include lack of transparency and policy stability, high corruption, weak state 

capacity, low environmental awareness, economic constrains and still strong state 

involvement in the power sector. Regulatory instability and insufficiently transparent 

administrative procedures have been highlighted as major obstacles to sustainable renewable 

energy growth in DMEs (EU Tracking Roadmap, 2014). There have even been reports about 

corruption allegations related to the politically-motivated approval process of renewable 

energy projects in countries like Slovakia and Czech Republic (Ecologic & Eclareon 2013a, 

Meza 2013). The most extreme case of political instability and lacking state capacity has been 

Bulgaria where the surge in electricity prices, partly attributed to the booming renewable 

energy sector, led to the dissolution of the government and new parliamentary elections. 

Following the initial expansion of renewable energy sources which helped DME countries to 
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partly or fully meet their obligatory national targets, virtually all governments introduced 

measures that have either reduced subsidies for green electricity or entirely abolished the 

support for new facilities. Furthermore, some countries introduced retroactive taxes on 

renewable energy production, such as tax on solar power in Czech Republic in 2011 

(Ecologic & Eclareon, 2013b). The distinct features of political economy in Bulgaria and 

Romania offer some explanation for the rapid opening of their electricity market to foreign 

investors in renewable energy. Starting as reform laggards compared to the other DME states, 

the two countries have become the most advanced ones in liberalizing their economies. In the 

field of energy policy this is reflected in the least concentrated electricity market among 

DMEs, measured by the number of main electricity producers and retailers (Eurostat, 2015). 

While domestic veto players opposing renewable energy could be temporally silenced and the 

two countries became a preferred destinations for RES investments, their growth was 

unsustainable and has led to an abrupt slowdown in the face of spiking electricity prices and 

inadequate infrastructure planning. Such ‘boom and bust’ cycles has undermined the 

sustainability of clean energy transitions in DMEs to large extent.  

 There is little evidence about comprehensive policy efforts in DME countries aimed 

at promoting renewable energy innovations and involving domestic companies in the supply 

chain. Given the relatively small markets, high dependence on foreign direct investments and 

finances together with inadequate state-industry-science collaboration, the conditions for 

enhancing manufacturing and export of renewable energy technologies are not particularly 

favourable. The data on the number of direct and indirect jobs created in the renewable energy 

sector shows that Poland ranks highest among DME states with 34,850 jobs while Slovakia 

has the least number of renewable energy jobs equal to 4,450 (Eurobserver, 2014). The largest 

share of jobs is located in the already well-established biomass sector. It is difficult to 

distinguish between the number of jobs in the manufacturing and service sector, although it is 

reasonable to assume that most jobs are created in the latter. The figures related to the trade 

balance in wind and solar components for the period 2007-2013 show that only Slovakia has 

positive trade balance in both sectors, while Czech Republic has positive trade balance in 

wind components. Romania and Bulgaria display largest trade deficits in both solar and wind 

energy components (European Commission, 2014:111). This may indicate the higher capacity 

of DMEs that are older EU members to compete in the global renewable energy market given 

their comparatively stronger industrial base.   
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 Civic participation in renewable energy production in DMEs is still a marginal 

phenomenon. The relatively recent expansion of renewable energy deployment characterized 

by top-down policy-making, lack of transparency and the dominant role played by large 

power utilities has provided little incentive for decentralized community-owned projects. A 

recent analysis of civic renewable energy in six EU members highlights the inadequate state-

society policy dialogue and complicated administrative barriers as major impediments to 

decentralized renewable energy generation in Bulgaria and Poland (EESC, 2014:18). Other 

studies also find scarce decentralized renewable energy initiatives across DME countries 

(Kunze & Becker, 2014). 

 By and large, many DME countries have seen impressive increase in electricity produced 

from new renewable energy sources. Renewable energy promotion has, however, often not 

correlated with countries' natural potentials and has been largely one-sided driven by the need 

to meet national renewable energy targets lacking the efforts towards stronger involvement of 

domestic companies and citizens. On the other side, a range of business and civil society 

actors have emerged in the new renewable energy sectors and it remains to be seen to what 

extent they will be successful in influencing the policy-making process in the direction of 

more embedded renewable energy growth.  

 

6.  Discussion & Conclusions  
 

The presented analysis has demonstrated the value of the literature on comparative capitalism 

for understanding national variations and differentiated capacities for sustainably advancing 

renewable energy sectors and technologies. One of the major overarching findings concerns 

the ability for policy learning and policy diffusion across different forms of capitalism. The 

possibility of replicating institutional and policy mechanisms from one type of capitalism to 

the other, nonetheless, continues to be shaped and constrained by domestic political-economic 

institutions. As been shown, the prevailing LME context has long influenced the renewable 

energy policy paradigm in the UK by prioritizing market-based and technology-neutral policy 

approaches. Once the consensus has emerged that more targeted and comprehensive policy 

strategy is needed to meet national targets and maximize benefits for local economy, the UK 

has proved capable in adopting some CME-style policy mechanisms and advancing the 

domestic market and job creation, especially in the offshore wind energy sector (see also 

Kitzing, Mitchell, & Morthorst 2012). However, the lack of manufacturing base, vocational 
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training and state-facilitated finance, typical for LMEs, still pose important barriers for 

realizing the full potential in the area of renewable energy in the UK. Some of the DME 

countries have also adopted the policy instruments for promoting renewable energy which 

proved effective in Germany and other pioneering CME countries, such as FiTs. Due to the 

insufficient presence of other facilitating factors, especially state capacity and state-industry-

science collaboration, the results have only been partial and limited to renewable energy 

deployment. The central role of the state in supporting and steering renewable energy growth 

has thus been widely acknowledged by national governments across the EU leading to the 

convergence of different forms of capitalism along CME-like policy measures. 

 Recent years, however, have seen a shift towards more uniform and market-based 

energy governance, both at the national and EU-level. This has come as a result of increased 

global competitiveness, financial constraints and growing pressure for promoting cost-

effectiveness and reducing market distortions caused by subsidized renewable power 

production. Based on the above presented empirics, it can be expected that the effects of such 

development on the status of renewable energy will not be the same across different VoCs. In 

Germany and the UK there is a notable trend of centralization and upscaling of renewable 

energy production facilities. Such a strategic approach will also affect technological 

innovations requiring larger and more efficient power stations, especially in the wind sector. 

In Germany, this will likely come at the expense of decentralized renewable energy projects 

and technologies shifting the dominant role to larger investors and big power utilities. For the 

UK, renewable energy will face fierce competition from other cost-competitive 'climate 

friendly' technologies, especially nuclear and carbon capture and storage. In DMEs, there is 

high probability that incumbent renewable energy technologies (hydropower and biomass) 

together with coal and nuclear power will be even more strongly favoured in the future energy 

mix as an attempt to protect incumbent energy companies, minimize short-term costs and 

provide affordable energy supply to domestic industries and households.  

The above findings have clear implications for climate change mitigation and 

renewable energy transition in the EU through 2030 and beyond. The ‘federalist 

experimentalism’ (Sabel & Zeitlin, 2010) that has characterized the EU’s approach during the 

last decade seems to be increasingly replaced by a 'negative integration' (Scharpf, 1996) 

marked particularly by the efforts of the European Commission to establish a level playing 

field for all energy technologies (Maltby, 2013). The development of a single market for 

renewables clearly brings economies of scale and smoother market integration, but this is 
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mainly oriented towards large players in the market. For others, “institutional mono-cropping” 

(Evans, 2004) can lead to tightening the space used for nourishing domestic renewable energy 

industries and alternative socio-technological forms of energy production and consumption. 

Furthermore, in the absence of effective planning and coordination of investments in energy 

production and transmission across EU members, the EU may end up with conflicting 

national energy structures ranging from less flexible coal and nuclear-dominated systems to 

more flexible gas and renewable energy powered structures. Whereas this may prove the most 

cost-effective way of curbing greenhouse gas emissions in the short and mid-term, it also 

bears the risk of technology lock-in preventing the formation of smart, compatible and truly 

low-carbon EU energy infrastructure. This in turn can lead to increased costs of climate 

change policy in the long run.  

Both the empirical evidence and theoretical reflections based on the VoC framework 

suggest that renewable energy sectors can sustainably expand best if the domestic market, 

industrial development and civic participation are sufficiently enhanced by policy makers. 

Strong leadership and long-term policy stability are certainly central for achieving these goals. 

But the abolishment of national renewable energy targets and the plans for EU-wide cost-

effective renewable energy deployment introduced under the new EU2030 strategy bear the 

risk of reducing the already weak incentive for governments, particularly in DMEs, to explore 

opportunities for promoting jobs, technological innovations and civic participation in 

renewable energy sectors. Instead of convergence towards one-size-fits-all model, 

complementarities between different approaches based on comparative advantages of 

different forms of capitalism might be better able to achieve renewable energy and climate 

change goals. Smart soft policy instruments and coordination strategies will need to be 

employed encompassing all EU national economies in order to facilitate balanced 

technological progress, empower renewable energy advocates and avoid the reinforcement or 

reversal to old and centralized energy structures. 
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