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Abstract

Electricity is central to a wide range of daily activities in modern societies and there-
fore electricity policy is at the heart of contemporary public policy debates. It has al-
ways been an attractive ground for the battle of interests, ideas and values. The UK
is no exception. For several decades, the UK’s electricity policy has been dealing with
fluctuations in the balance amongst the trinity of policy objectives: low-carbon,
security and affordability; it has been constantly the subject of political controversies and
policy discourses; it has recurrently experienced structural and institutional changes;
it has always been influenced by the macro socio-economic patterns; and, finally, it
has witnessed a continuous plethora of policy activities embodied in series of White
Papers, consultations, Acts of Parliament and new institutions. Altogether, the UK
electricity policy articulates a set of characteristics for an ideal policy change case study.
However, while having been a subject of change for three decades, it is important
to distinguish between different stages of policy change. In other words, there is no
common understanding of the nature and the size of several significant changes that
have happened throughout the first decade of the 21st century. In response, this
paper suggests a distinctive typology of a range of shifts in policy this process has
witnessed, from extremely fundamental to quite minor and marginal.

From a theoretical point of view, policy change theories conceptually deal with the
question of ‘How can we explain periods of relative stability, even inertia, which are then
succeeded by often dramatic policy change’ (Meijerink 2005, 2)? As a prerequisite for
explaining the process of policy change, it is crucial to clarify the general term of policy
change determining its typology on the basis of the extent, the aspects and the dis-
tinctive characteristics. Accordingly, this research is firstly to constitute a distinctive
typology of policy changes. Then it will apply this analytical framework to the case of
UK electricity policy to measure various stages of policy change, thus providing a better
understanding of what kinds of changes in policy have happened in the last decades. This
research is done as a part of a wider research about the UK’s change in electricity policy,
with a focus on the case of the Electricity Market Reform during my stay at the Insti-
tute for Advance Studies on Science, Technology and Society in Graz, Spring 2012.
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1. Analytical framework:
Policy change and its different typology

Policies function as a socio-political institution, once they get fully institu-
tionalized (Clegg 2012). They then reflect signs of “path dependency”,
“policy feedback” and “status quo advantage” and thereby imply inertia and
impose the challenge of “changeability”. However, different modes of change
in terms of “type” — continuous or disjuncture — and “process” — incremental
or radical — are likely to occur in public policies (Streeck & Thelen 2005, 9).

Looking at the UK electricity policy since 2000 as the main analysis
time frame, there is no common understanding of the level of “profundity”
and the “type” of several significant changes that, with no doubt, have
happened. Nevertheless, this history has been recurrently subject to dif-
ferent claims offering various models of change measurement in the UK
energy policy. They are ranging from “profound change” (Blair in DTT 2003,
3) to the “new energy paradigm” (Helm 2005). They also extend to the
vague title of “energy transition” (DECC 2009) and eventually lead to
“the biggest transformation” and “fundamental reform” (DECC 2011, 2012).
On the other hand, there are also some opposing arguments rejecting
any fundamental shift in the UK electricity and energy policy and high-
lighting its “remarkable resistance” and “bands of iron” that have “locked

it in” within the conceptual boundaries of a dominant policy framework
(Kern 2009, Kern & Mitchell 2011, Kuzemko 2011, Mitchell 2008).

1.1. Hall's three orders change, policy paradigm
and paradigmatic shift

Policy change is defined overall as change in the policy aspects of a “govern-
mental program”. Depending on the intensity and the breadth of its
consequences, Hall (1993, 278) has simply conceptualized three distinct
kinds of change. “The first order change” implies adjustment in the level or
setting of current policy instruments, whereas change in policy instru-
ments and techniques themselves is labeled as “second order change”. To-
gether they reflect “normal policy making” and “incrementalism”. He then
characterizes a “third order change”! entailing a shift in policy goals and
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their priorities and hierarchy. Once all three components of policy alter
simultaneously, the ascribed status is that of a “radical” policy change;
however this rarely happens resulting from a fundamental shift in whole-
sale “policy paradigm”. In addition to Hall’s policy components including
an integrative framework of ideas, policy goals and instruments, as well
as policy settings, Kern and Mitchell (2011, 4) have recently added an-
other dimension to measure the institutionalization of a new paradigm
called “governance institutions”. Building on Mitchell’s work on the energy
policy paradigm, they argue that the structure of governance institutions
and structures also constrain the new policy paradigm’s embeddedness:
“the movement from one policy to another is likely to be preceded by
significant shifts in the locus of authority over policy” (Hall 1993, 280).
Building on the “Kuhnian image of scientific paradigms”, a paradigm
is originally conceptualized as an integrated framework of analysis including
“theoretical propositions” and “models” that provide an integrative ex-
planation of a scientific phenomenon (Kuhn 1962, 10). Similarly, Hall (1993,
279) describes a policy paradigm as an “interpretive framework” that not
only influences “numerous levels”, from policy objectives to policy instru-
ments and relevant settings, but also frames the fundamental understand-
ing of policy problems, shapes the key philosophy behind policy-making,
and cognitively “filters information and focuses attention” on a particular
range of solutions. In other words, the policy paradigm interpretively “circum-
scribes what is feasible, possible and desirable” (Kern & Mitchell 2010, 6).
It functions as a “band of iron” holding together a framework constraining
“certain actions and policies” (Mitchell 2008, 2). A clear example is the emer-
gence of the UK “Pro-market Energy Policy Paradigm” in 1980, which has domi-
nated energy policy as an academic and political “orthodoxy” and is largely
“taken for granted” over a period of decades (Kuzemko 2011, 17).

Policy-makers customarily work within a framework of ideas and standards that
specifies not only the goals of policy and the kind of instruments that can be used
to attain them, but also the very nature of the problems they are meant to be
addressing. Like a Gestalt, this framework is embedded in the very terminology
through which policymakers communicate about their work, and it is influential
precisely because so much of it is taken for granted and unamenable to scrutiny
as a whole. I am going to call this interpretative framework a policy paradigm

(Hall 1993, 279).
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A paradigmatic shift analogously implies change in the “context” and “ideas”
insofar as it results in new policy “objectives” and “instruments” (Helm
2005, 1). Although the terminology of paradigmatic shift overall implies
a “clear break” in the previous framework of practices, Kuzemko (2011, 14
and 18) argued that in existing literature, its precise definition is still “com-
plex” and therefore “difficult to assess” and measure. This terminology has
been utilized in a few studies about the UK’s energy governance (Helm
2005; Kern 2009; Kern & Mitchell 2011; Kuzemko 2011; Mitchell
2008). Regardless of contrasting conclusions they have made in terms of
whether or not paradigmatic shift has happened within the UK energy
system, none of them has offered a clear and rigorous definition or an
explanation of its causes and dynamics. The sole exception can be found
in the work of Kuzemko (2011), which will be elaborated on later.

Since a policy paradigm is expected to get interpretively institu-
tionalized, any paradigmatic shift is more likely to come from a socio-
political process than a scientific one: “paradigm shifts are generally
associated...with highly politicized and public debates” (Hay 2001, 200).
This process is also likely to involve the “accumulation of anomalies”
and “dissatisfaction from policy failures” and thereby result in a shift in
“policy authorities” (Hall 1993, 280). As a result, the process of “dis-
crediting the prevailing paradigm” leading to its “obsolescence”, is a
necessary prerequisite for any paradigmatic shift. Notwithstanding, the
policy paradigm shift is unlikely to take place unless a credible “alter-
native paradigm” readily exists to replace it (Hay 2001, 102).

1.2.The Multiple Streams (MS) framework and policy change
typology

The policy components exploited in Hall’s three orders change concept are
also generally comparable with the distinction made by Kingdon (1984) in
the Multiple Stream Framework amongst three semi-independent processes:
problem, politics and policy streams. Problems are defined as societal dis-
courses framing the political and policy issues. The political stream re-
presents the interpretative direction that senior policymakers embody in the
way of prioritizing problems and adopting policy instruments. Policy streams
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refer to the instrumental solutions proposed to tackle the problem. In com-

parison, the definitions of distinctive policy, politics and problem streams

are conceptually similar to Hall’s policy components. Respectively, problem

stream implies what Hall calls policy paradigm normatively framing policy

problem; politics stream relates to politically elevating policy objectives; and

policy streams pays attention to policy proposals and available instrumental

solutions. More interestingly, the recent revisions of MS have introduced a

fourth institutional factor called “policy milieu”, which is fully compatible

with the typology of policy components introduced in this research.

Although MS uses an evolutionary metaphor to illustrate the inter-

action between distinctive streams, it initially emphasizes on their separate

process of life. Accordingly, the window of opportunity is central to the

policy change dynamic highlighting the importance of coincidence and the

combination of all three streams: “compelling problem”, “available solution”

and a “receptive political climate” facilitate the situation of “fixing subject

into decision agenda” (Kingdon 1984). Arguably the concept of a window

of opportunity in MS is merely focused on the extreme radical policy

change which is called “paradigmatic shift” in our change typology.

Similarly both definitions of policy change highlight the simultaneous

change in all four semiautonomous policy streams/components/levels.

Table 1. Comparison between the Multiple Streams' concepts
and policy components
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1.3. The ACF's minor-major dichotomy

There is another change typology proposed by the advocacy coalition frame-
work (ACF). Although ACEF is not foremost and solely a policy change
theory, it provides a clear-cut dimension classifying different forms of
policy changes through a major-minor dichotomy. In the ACF, a major
policy change is characterized both by topic and scope. In consistence with
its proposed hierarchy of policy beliefs,? it defines major policy change
as change in the policy core aspects of a “governmental program” (Nohr-
stedt 2008, 109). This entails significant shifts in some subsystem-wide
important dimensions like the policy objectives and values, main chal-
lenges, their causes and overall solutions as well as policy proposals.
Analogous to the belief system recognized by ACF, minor policy change
represents an alteration in the secondary aspects of the policy proposal
implying empirical settings and specific designs. Regarding the pre-
sumption of “deep core beliefs” as highly normative and cross-sectoral
dimensions, they seem rather “non-negotiable” and “unchangeable” through
a process of sub-system wide policy change. Therefore, the likely role of
deep core beliefs in policy change in ACF has been theoretically over-
looked and under-conceptualized. From ACF’s perspective, the appearance
of change in governmental agendas results from a longer process of
change, “as policy image change and belief system coalesce” (Sabatier &
Wieble 2007, 310). This typology is analytically consistent with other
definitions found in literature (e.g. Cortell & Peterson 1999; George
1979; Hall 1993; Howlett & Ramesh 2003; Rose & Davies 1994).

1.4. A synthesized policy change typology

Arguably, Hall’s definition of the policy paradigm fits well with what
Sabatier acknowledges as “deep core beliefs”. Both function as theoretical
and ontological assumptions of the “nature and operation of the world”
(Kern & Mitchell 2010, 7). They are similarly characterized as crosssectoral
and worldwide normative-ontological beliefs spanning most policy areas
(Campbell 2002, 171) and simulated with “landscape macro-political
trends” (Kern & Mitchell 2010, 3; Shackley & Green 2007, 221). Further-
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more, they are highly resistant against any change “akin to religious con-
version” as they are “largely inculturated normative issues” (Sabatier 1993,
31). Similarly, both refer to a form of idea that is “taken for granted”,
and often represent “a constraint” on policy action and change compared
to other forms of ideas, like new policy proposals that affect policy making
more dynamically and proactively. In other words normative-paradig-
matic ideas function primarily as a source of “stability” whereas others
may impose “instability” (Cairney 2012, 15-16).

Having conceptually neglected the role of deep core beliefs in measuring
policy change in ACEF, they could synthetically complement the concept
of paradigmatic shift by adding the highestlevel change to the currently
two-folded ACF’s change typology. Currently, the ACF defines minor change
as the result of the alteration in secondary aspects of public policies. It also
sees major change as derived from a shift in core policy aspects of a govern-
mental program. As such, this research suggests that a paradigmatic shift
could be characterized by change in the deepnormative and interpretative
framework of state proposals as well. In order to relate this ACF-based
typology with what is proposed by Hall, there is a suggestion that the first
and, to some extent, second order changes in Hall’s terminology would
reflect ACF’s minor policy change. Similarly, the Hall’s second and third
order changes would rather mean what the ACF calls as major policy
changes. Accordingly, this research conceptualizes a paradigmatic shift that
not only includes a substantial shift in all previous policy levels, but also
changes the interpretative framework called “policy paradigm” by Hall. Tech-
nically, a paradigmatic shift would be represented by a radical change in
all components of a policy, as previously elaborated. To conclude, this re-
search proposes a hierarchical three-layered change typology based on both
the scope, the number of altered policy components as Hall accounts, and
the topic, the level of changed policy aspects as ACF introduces.

This typology is also generally comparable with the distinction made by
Kingdon (1984) in the Multiple Stream Framework amongst three semi-in-
dependent processes: problem, politics and policy streams. While the MS it-
self has not expanded its policy change analysis beyond the concept of “win-
dows of opportunity”, which is to some extent comparable with what we call
as a paradigmatic shift, such an analytical expansion, albeit, seems possible.
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It means the MS’ definition of change in policy streams could be compared
with ACF / Hall’s definition of minor/first-order policy change. Seemingly,
shifts in both policy and politics streams, in MS terms, would rather mean
what ACF calls as major policy change or what Hall categorizes under
second and third-order changes. Table 1 has tried to conceptually link
various definitions of policy change in ACF, Hall and MS frameworks.

Table 2. Synthesized hierarchical policy change typology
and its linkage with policy components and levels
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components and levels
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2. An analysis of the UK energy policy change and
paradigm shift

To measure the degree of change profundity and provide a clear image of
different kinds of changes in the UK energy policy this section is to apply
the conceptual framework presented above against a background study
and historical analysis of the UK electricity policy since the early 2000s. In
order to contextualize this period, this section begins with a review of the
beginning of the liberalization and privatization era in the 1980s. This
section is empirically informed by a range of policy documents and based
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largely on the secondary analyses represented in published materials and
finally crosschecked against some conducted interviews to contextualize
EMR meaningfully within an integrative longitudinal context. The process
tracing method has been partially used to structure the argument.

2.1. The emergence of the liberalized-privatized energy
paradigm (1980s-1990s)

21.1. The problem of government failures in the centralized
nationally owned energy paradigm (before 1980s)

After a long period of the nationalized energy system being characterized
as “corporatism and technocracy” (Winskel 2010), and in the light of
significant changes in socio-political patterns like the election of a Con-
servative government in May 1979 and widespread strikes as well as the
1970s oil price shock leading to an international increasing salience of
energy policy; there were several obvious experiences of the British energy
policy failures in meeting the targets, particularly in nuclear and coal
industries. These problems were commonly conceived as the consequences
of the main characteristics of the energy system such as centralized forecast
and planning; state-owned energy industry; and the lack of competition and
market (Pearson & Watson 2012, 5). The accumulation of several policy
failures heavily undermined the credibility of the dominant paradigm
and facilitated a public expectation for the emergence of a new paradigm.

This interpretation was reinforced by the emergence of an overarching
privatization strategy as a “centerpiece” of the new government’s program
aiming at “rolling back the frontiers of the state” (Thatcher 1998 in
Pearson & Watson 2012). Remarkably, the privatization process in the
energy sector was directly led by one of the main architects of the entire
privatization and liberalization program in the whole UK economy: Nigel
Lawson, the second Conservative Secretary of State for Energy, who was
famously quoted that “the proper business of Government is not the
government of businesses” (Lawson 1982). This process was initially started
by transferring ownership of the oil (1982) and gas (1986) industries to
the private sector (Pearson & Watson 2012, 6). Then, it was expanded to
the electricity sector that will be elaborated on later.
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2.1.2. Privatization in the UK electricity sector, wholesale market
“pool” and the status of “dash for gas” (early 1990s)

Subsequently, after the privatization of gas and partially unsuccessful at-
tempts in the nuclear and coal industries (Pearson & Watson 2012, 12),
the “non-nuclear” electricity industry became another subject of the pri-
vatization process in the early 1990s (Skea et al 2011, 42). Regarding
the sector-specific characteristics — such as its complexity, scale, vertical
integration, technological mix, non-storability, required excess supply,
and successful nationalized experiences — the privatization process itself
as well as the designing of a proper market were quite challenging and
complicated (Pearson & Watson 2012, 9; Skea et al 2011, 42). The first
innovative market mechanism was called competitive “Pool”, in which
compulsorily all power should be virtually sold into and then be bought
from a wholesale market. The pool price justifiably consisted of both
energy and capacity prices, which economically insured reserve capacity
as well as timely future investment (Pearson & Watson 2012, 10). Helm
(2010, 2) characterizes the pool’s preliminary design with “transparency”
and “liquidity”. Overall the pool successfully achieved what its architects
intended: “so much in so little time” (Henney 2011a, 36). However its tech-
nical shortcomings — complexity, “gameability”, owners’ centralized power,
“inappropriate governance” and rules’ rigidity — subsequently pushed it towards
being a “single unified voluntary market” encouraging “vertical integration”
and serving incumbents’ interests (see Helm 2010, 2; Henney 2011a, 36
and 39). In addition to the wholesale market, privatization expanded to the
National Grid and led to a “duopoly” in generators (Henney 2011b, 51). The
rationale behind this large-scale division was to provide enough financial capability
facilitating nuclear privatization.

Due to their inherent inflexibility, scale and risk, nuclear stations
specifically faced the problem of economical unattractiveness for the in-
vestors (Pearson & Watson 2012, 10), despite strong governmental com-
mitment to support them through the “nuclear tax” as introduced in the
1989 Electricity Act or the Non Fossil Fuel Obligation (NFFO). Con-
sequently, in the 1995 Nuclear Review, the government declared its dis-
appointing prospect for commercial attractiveness and interventional
justification of nuclear power in the UK (Pearson & Watson 2012, 14).
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Likewise, this process historically coincided with a dramatic decline in the
coal industry's competitiveness due to a complex set of economic, political
and legal reasons (Pearson & Watson 2012, 15). More apparently, the initial
fall in prices for imported gas and its comparably lower investment risk
(due to its low capital cost/ higher running cost characteristics) led to a
widespread “dash for gas” and large installation of Combined Cycle Gas
Turbines (CCGT) (Skea et al 2011, 21). This was regarded as yet another
example of governmental failure in policy-making and future prediction.

2.13. Incumbency of the neo-classical liberalized energy paradigm
(mid-late 1990s) and thereby the official abolishment of the
Energy Department

In addition to the process of privatization of the traditionally-owned in-
dustries, Nigel Lawson for the first time classically expanded the typical
Hayekian “New Right” notion of “governmental and bureaucratic failure”
into the area of energy policy through a “pragmatic, market-based con-
servatism” (Helm 2003). Significantly in his speech (1982), he acknowl-
edged this approach by a clear rejection of state responsibility in energy
planning and an emphasis on market regulation and monitoring as being
the only main governmental tasks (Helm 2005, 5). It was even predicted
that under the wake of “full disciplines of the market”, the regulatory
role of the government would be naturally downplayed (Pearson & Watson
2012, 7). Legally, this rhetoric for the first time crystallized in the 1983
Energy Act and following policy documents. This pattern eventually
resulted in the official abolishment of the Department of Energy in 1992
by John Major’s government. He transferred its remaining functions to
other governmental departments (mostly Department of Trade and In-
dustry, like other “economic commodities” and “traded goods”) and created an in-
dependent regulatory body, Ofgem, to ensure effective competition (Skea et
al 2011, 43). Analytically this institutional change led to an intentional
“depoliticization” of the energy sector through transferring responsibilities
from government to the market and an independent regulator (Kern et al
2013, 9).

Historically, the UK energy policy has been widely dominated by a
neo-classical economic paradigm limited to market-based instruments for
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almost two decades (Scrase et al 2010, 2), not only as an implicit policy
framework but also as a declared-orthodoxy policy objective (Kern et al
2013, 8). This paradigm was characterized by privatization, liberalization
and competition (Helm 2003; Helm 2005, 1; Kern et al 2013, 8; Mitchell
2008). In contrast, it is quite pessimistic about any form of state inter-
vention because of the negative perception of potential impacts of political
interests, limited information and lack of “rationality”. In other words,
it prefers to rely on the market rather than the political process. Instru-
mentally, this approach primarily justifies targeting policies, market
efficiency, externalities, market failures and institutional merits (Scrase
et al 2010, 6). Even in the case of market failures, government should
preferably use “market-based mechanisms” and “economic instruments”
to resolve the problem, amongst a range of four policy mechanisms pre-
sented as an instrumental typology by Ekins et al (2011, 49): market-
based, classic regulation, negotiated agreement, and information-based
instruments. Practically, this approach has been widely advocated for,
promoted and implemented by an influential cross-sector coalition in-
cluding governmental departments, associated third parties and high-
profile academics. Similarly, this pattern was followed by most of the EU
member states with different speed of progress (Skea et al 2011, 3).

2.14. The relative success of the competitive market
and its rationales

This paradigm worked reasonably well in the 1980s and 1990s, because
of a set of acceptable background conditions: over-supply, effective com-
petition and low-emission (Helm 2006, 1). Arguably, these conditions
were shaped by some sub-factors like disconnection between economic
growth and energy consumption and, thus, the temporary fall of energy
ratio; as well as limited improvement in energy efficiency, reduction in
oil price and a gradual reduction in CO2 due to a shift from coal to gas:
“dash for gas” (Helm 2005, 4). Luckily, this process coincided with the
“ready availability and security” of indigenous cheap gas resources in the
North Sea. Its apparent success in enhancing “the productivity of elec-
tricity industry” was generalized over-positively somewhere as “the reality
of competition in a commodity market” (Henney 2011a, 335). Propo-
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nents highlighted the achievements of the privatization process as freeing
the generation industry from politics-laden policies, harnessing the
political power of industry, enhancing its accountability, lessening the
bureaucratic restrictions and enabling government to concentrate on its
exclusive duties (Henney 2011a, 3). Nonetheless, some criticisms on the
“overstated” benefits of privatization regardless of its “transaction costs”
for consumers, unequal gain of shareholders and the lack of actual com-
petition as well as the ignoring of the role of stronger regulation during
temporary price falls remained alive (Pearson & Watson 2012, 15).

In that period, apparently there was no serious concern justifying any
kind of state intervention in the energy sector. In reality, the compati-
bility of wider political objectives and market behavior gave contextual
feasibility to “the hands-off state” concept (Henney 2011a, 339). This
minimalist approach to the role of government resulted in reluctance
towards any form of energy policymaking (Scrase et al 2010, 5). Ex-
emplarily, there was no governmental department responsible for energy
policy between 1992 and 2008 and also a significant decrease on the re-
search and development (R&D) budget (Scrase et al 2010, 4). In addition,
the government’s strong commitment to liberalization and emphasis on the
regulation through competition instead of policy-making led to a dramatic
loss of civil service energy policy “intelligence” and “capacity”; this was also
facilitated through the ongoing trend towards “outsourcing” (Helm 2002;
Kern 2012, 14). In addition to the typical characteristics of state-decisions
as being politics-laden, “superficial”, bureaucratic and far from “practi-
cality”, the state’s withdrawal from energy policymaking left the state
being visibly short of experience and competence (Henney 2011a, 342).
This pattern could also partly explain the dynamics behind the increas-
ing dominance of private actors in the British energy sector. Altogether,
they could display the difficulty of state-owned policy making without
any “co-operative partnership” with the private sector and industry (Skea
et al 2011, 3). This paradigm has been deeply institutionalized in Ofgem,
as the main regulatory institute for the energy market. Basically, Ofgem has
clearly prioritized the issue of price as being the main “current con-
sumer” interest and thereby conceptualized the promotion of market
competition as the primary statutory duty (Kern & Mitchell 2010, 9).
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2.15. The entrance of the environmental agenda in a “benign con-
text” and the emergence of policy objectives “trinity” (mid 1990s)

Under the ideal situation of economic growth and a rather unintentional
reduction in emissions derived from the shift in UK economic driver and
energy mix, an international agreement called the Large Composition Plan
Directive (LCPD, 1988) was “reluctantly” (Pearson & Watson 2012, 13)
signed by the government. In addition to the extra-pressure this had on
coal-fired power plants, it incrementally brought the discourse of envi-
ronmental concern into the UK policy rhetoric and, since then, has
posed “fundamental challenges” to energy policy (Skea et al 2011, 1). For
the first time, an environmental target was acknowledged by the 1993
Coal White Paper (DTI, 1993) stating the aim of a “secure, diverse and
sustainable supply at competitive prices”. Since then and while the
wording of policy objectives has remained relatively similar in that “tri-
angle” (Skea et al 2011, 2), the level of their saliency and priority as well
as the degree of their reinforcement or tension has been affected by other
factors.

For the first stage, the sustainability target was practically followed
unsatisfactorily by some pure economic instruments like the “blind”
(Pearson & Watson 2012, 13) energy VAT in 1993, which failed as the
result of a widespread affordability concern. Instead of a strong intra-
governmental policy belief, the main driver of the emerging environ-
mental policy at that time arguably was, on the one hand, the pressure
exercised through international and European agreements, such as the
1992 UNFCCC and Kyoto in 1997. On the other hand, the second driver
was derived from the Foreign and Commonwealth Office’s (FCO) efforts
to internationally introduce the UK as being a leader in climate change. In
other words, the UK'’s sustainability policy was limited to the internal
impacts of international agreements, while still the mainstream economic
perspective was clearly disinterested in any form of energy and innovation
policy (Scrase et al 2010, 4). Nonetheless, the Conservative government
proclaimed that it was a deliberate policy move at the cost of losing the
subsequent election in 1997 (Pearson & Watson 2012, 19).
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22. The acceleration of climate change up the agenda
and the re-birth of energy policy (the late 1990s-the early
2000s)

Following the installment of a Labour government in 1997, it clearly
showed a continuing strong commitment to liberalized energy policy. In
contrast to the “Old Labours” who were traditionally associated with the
values of affordability and equity, the new government tried to be seen
as quite market-friendly. Nevertheless, they were politically rather pes-
simistic about the social consequences of the nature of utility-maximi-
zation of the free market (Interview 10). Therefore, they also emphasized
the significance of environmental objectives in energy policy as well as the
reassurance of liberalization’s effectiveness for meeting social objectives.
Such social concerns swiftly resulted in an ideological criticism of the
“market power” of the Pool mechanism. Based on their political evaluation,
the wholesale market has “discriminatingly” facilitated the privilege of
gas and has consequently led to an increasing unemployment of coal
miners, who are a community traditionally associated with the Labour
party (Henney 2011b, 52). They also pledged to put environmental con-
cerns “at the heart of policy-making” rather than it being “an add-on
extra” (Henney 2011a, 255).

22.1. The first change in the UK electricity market and its
consequences: New Electricity Trading Arrangement (NETA)

This complex approach was officially acknowledged by the DTI White
Paper in 1998 and was then legislated by the 2000 Utility Act. It tech-
nically led to the first reform in the electricity market in 2001 replacing
the wholesale mandatory power market (pool) with a “voluntary bilateral
contracting” design: the New Electricity Trading Arrangement (NETA).
It was then extended to Scotland in 2005 and entitled British Electricity
Transmission and Trading Arrangement (BETTA). To intentionally open
up competition beyond the duopoly, it placed a high degree of vertical
integration and resulted in “an oligopoly” consolidation. Although elec-
tricity was originally a vertically structured industry, its “coupled con-
solidation” (Henney 2011a, 338) heavily undermined the real competi-
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tion. This permission was conceived as a “game changing” (Interview 19)
momentum, insofar as contrary to the initial assumptions, the new design
had been contested as being “fruitlessly” less transparent, less liquid and
more difficult to enter; mainly because of the absence of a “benchmark-
ing” function of the pool market (Helm 2010, 2). Henney (2011a, 4)
critically calls it as an “ill-conceived and naive economic ideology”. Al-
though NETA’s outcome is still controversial, some opponents like
Henney have assessed it as a policy “failure” in terms of either missing
its objectives or undermining competition. They particularly point to the
fact that in NETA, the capacity-related part of energy price was perceived
redundant and thus got suspended (Helm, 2010, 2). It was arguably
derived from a context characterized with an oversupply; dash for cheap
gas; competition for lower price; and, the “controversial” allowance of
vertical integration. Consequently, ignoring such an important market
feature undermined any incentive for long-term electricity-specific invest-
ment and thus insured the maximized profit for current incumbents. As
Helm (2010, 4) describes, there was a situation that “no rational capi-
talist would deliberately create excess supply”. This notion will be dis-
cussed in detail later.

222 Tackling climate challenge through a set of market-based
policy instruments

Despite the accidental luckiness of the new government in coincidence
with the “dash for gas” pattern, the increasing importance of climate
change (not yet, albeit, as the main driver of energy policy) and some
remarkable efforts to bridge economic incentives and climate targets
eventually resulted in a set of policy instruments: targeted taxation, a
revision of currently-narrow regulator duty and the replacement of inef-
fective policies like NFFO with that of Renewable Obligation (RO). RO
is supposedly a market-friendly mechanism functioning as a “premium”
scheme (Henney 2011a, 280). More importantly, the influential report
of the Royal Commission on Environmental Pollution (RCEP, 2000),
which wisely chose a 60% carbon reduction as a target by 2050, set an
initiative scene for Prime Minister Blair to get involved in energy policy
— nationally and then internationally (Henney 2011a, 257). This pattern
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led to a governmental Energy Review in 2002 (PIU, 2002) which to some
extent upgraded the concern of climate change in energy policy (Pearson
& Watson 2012, 21). Kern et al (2013, 12) argue that it was this report
that, for the first time, not only proposed environmental interpretation of
the conventional “sustainability” term, but also suggested some signifi-
cant institutional changes to tackle a highly prioritized climate agenda.
In the case of nuclear energy, despite massive lobbying by its advocates
including energy minister Brian Wilson, its commercial viability was
disputed and any “concrete” state-support was disappointingly rejected,
while it was still kept vaguely open as an option. This trend resulted in
the deterioration of British Energy’s financial outlook and its subsequent
“collapse” in September 2002 (Henney 2011a, 95).

223.The 2003 Energy White Paper; Official acknowledgment
of energy objectives and nuclear rolling out

As a conservative response to the rather radical 2002 Energy Review,
DTI published its Energy White Paper in 2003 endorsing RCEP’s target
setting, highlighting the role of renewables and energy efficiency, con-
tinuing the downplaying of nuclear power and thereby energy security
to some extent, and emphasizing on the prospect of new technologies
like CCS. Despite the restatement of RCEP and the Energy Review’s
principal conclusions, the 2003 EWP resulted in an ambiguous and
“imprecise” (Pearson & Watson 2012, 22) policy design for tackling the
climate agenda without any visible impact in practice. It literally rejected
ambitious Energy Review recommendations particularly for the creation
of a new department. This fact was seen by Kern et al (2013, 13) as a
sign of continuous strong commitment to the market paradigm in DTI.
They accuse DTI for not only its optimism towards the ability of inter-
nal market to automatically meet new targets, but also for its over-
reliance on the international competitive market. This fact resulted in a
“benign interpretation” of uncertainties in the international energy context
and the under-estimation of forthcoming geopolitical security threats.
Having interpreted the emerging challenges of the British energy system as
only a normal example of market failure, there was significant effort to
reconcile the market paradigm with new the context in order to avoid an
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entire rejection. It was the time that energy policy change was con-

strained by only introducing two new objectives alongside continuous

commitments to preserving competitive market.

224. Climate change at the heart of energy policy:

the Stern review and the European Emission Trading Scheme

In continuation of the increasing role of a climate agenda in energy policy,

a high profile statecommissioned report was published by Sir Nicholas

Stern (2006), which was seen quite influential and persuasive with respect

to an economic justification for climate change policy. It primarily

undertook “a Herculean effort” to warn of consequences of “anthropo-

genic” climate change (Henney 2011a, 259). While its terminology, logic

and elaborate modeling method were fully compatible with the domi-

nant neo-liberal approach, it successfully broadcasted its central message

about saliency, scale, urgency and the likely economic benefits of tackling

climate change amongst policy makers and businesses. The report remark-

ably stated that the benefits of “strong, early and coordinated” mitigating

policies economically “far outweigh” its expenses and perhaps prevent
from the unavoidable “costs of doing nothing” (Henney 2011a, 260). It

is noteworthy that it, albeit, received a set of criticism regarding its sup-

posedly “over-optimistic” approach and inherent “simplification” (Helm

2008).

At the same time, international incentives — such as a clear political

desire of the UK’s government for having a leading climate agenda and

“saving the planet” as well as a series of mainly EU-wide, important
agreements like the European Emission Trading Scheme (EUETS, 2005) —

intensified the momentum of climate change as the main policy driver.

The Scheme was primarily suggested as a “cost-effective”, “economically

efficient” and market-driven instrument and got widely accepted as being

“the UK government cornerstone policy” (Henney 2011a, 261) for tackling

climate change. As a result, however, it then practically failed due to the
both “low” and “volatile” carbon price (Newbery 2011, 3). Nonetheless,

dealing with climate change at that time gradually became central to

energy policy with some “fundamental implications” for the whole economy

(Skea et al 2011, 1).
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225. The low-carbon industrial policy discourse and a cluster of
low-carbon technology institutes and industries

Subsequent to a dramatic collapse in energy technology and R&D funding,
shown in figure 1, due to the liberalized approach dismissive of innovation
as a public good, Kern (2012, 9) points to the gradual emergence of a new
policy rhetoric around the notion of “developing low carbon technology”.
This developed since the Utility Act in 2000, which was seen as a com-
plementary policy instrument to the market. For the first time since 1980s,
the Act was designed to partially support low carbon technologies. Regard-
ing the process of devolution, this storyline was supported by the ambi-
tious target of the Scottish government to create a renewable industrial
sector (Watson 2009, 140; Winskel 2007, 186), which did not necessarily
reflect the desire of the UK central government. Furthermore, it was pro-
moted by the formation of an advocacy coalition, or a “discourse coalition”
as Kern calls it (Kern 2011, 15; Kern 2012, 10), around the notion of the
significance of supporting “low carbon innovations and technologies”
beyond market signals. That advocacy coalition consisted of ACBE, the
Confederation of British Industry, DETR, the Treasury, the Prime Minister
Office, green groups, and parliamentarians (Kern 2012, 14). This change
in the policy discourse manifested in the creation of a new institution:
the Carbon Trust. As a result, this pattern casted an apparent doubt on the
sufficiency of a neo-liberal discourse to tackle emerging energy system
challenges without supporting a form of low-carbon industrial policy.
Eventually, a more active industrial-technological policy approach be-
came visible by designing some policy instruments like the Climate Change
Levy and the Climate Change Agreement in 2001 and, subsequently,
establishing several supportive low-carbon technology institutes such as
the Energy Technology institute, the Carbon Trust, and the Technology
Strategy Board. The new direction of policies gradually altered the tra-
ditional perception of low-carbon technologies by introducing them as
emerging “business opportunities”. In practice, this pattern led to the
creation of a growing industrial cluster of low-carbon businesses. It hap-
pens rather unchallenged within a predominantly market-based policy
context mainly because, as Kern (2011, 16) has pointed out, the idea of
low-carbon industrial policy was intentionally conceived as almost con-
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sistent with the neo-classical concerns about competitiveness by influ-
ential business actors. In return, Kern (2012, 15 and 16) believes that such
a minimalist expectation constrained this emerging discourse to achieve a
wider radical and political paradigm shift due to institutional constrains.

Figure 1. A collapse in the UK energy R&D expenditure
after liberalization (UKERC, 2010)

800

700
600
500
400
300
200

100
0
1974 1979 1984 1989 1994 1999 2004
B Energy Efficiency  ® Oil & Gas = Coal = CCS
B Renewables B Nuclear Fission ~ ™ Nuclear Fusion ™ Hydrogen
= Power & Storage B Other & Fuel Cells

23. Energy security in the spotlight and the re-politicization of
energy policy: "Power and politics are inextricably entwined”
(mid 2000s)

Contrary to the presumptions of the 2003 EWP, dramatic changes in the
UK energy system's background conditions like oil-price increase, the
necessity of huge re-investment and replacement of forthcoming closures
of power stations, fuel protests in 2001 and the “electricity blackout” in
2003 (Pearson & Watson 2012, 23), geopolitical concerns like the Russian
problem in gas transfer and a fundamental shift in UK status from an
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energy self-sufficient and net exporter to a substantial importer of energy
sources, raised serious concerns about the security of supply alongside
climate change as newly prioritized energy objectives instead of just cost
minimization.

23.1. Intensified security concern in the electricity sector

Particularly for the electricity sector, the security concern was regarded
as being more persistent and complicated. The fundamental problem of
the new electricity market design, NETA/BETTA, in abandoning capacity
investment resulted in a sector-specific capacity gap regardless of geo-
political and climate factors (Helm 2010, 3). This meant that electricity
market arrangements suffered from a lack of sufficient incentives to re-
spond to the increase in the normal demand. It is noteworthy to remind
that this happens at the end of the “golden period” of excess supply, and
an urgent need for the replacement of outdated power stations — contrary
to Ofgem’s simplistic evaluation, as Dieter Helm (2010, 3) criticizes, of
CCGT'’s timely economic attractiveness. This technical trajectory led to a
“tight demand-supply balance” and obviously that concern was amplified
under the fear of import limitation and low carbon targets.

232. The 2007 Energy White Paper; highlighting security concern

In contrast to the rather “relaxed” approach of the 2003 EWP regarding
the notion of energy security, a widespread politician-led fear of energy
security was generalized as a top “national security” agenda by the public
and mediated by press, insofar as compared by Kern et al (2013, 14) with the
public panic that arose in the 1970s oil shock. Consequently, the govern-
ment was persuaded to compensate the lack of current policies with a
sense of urgency and “vengeance”, as Pearson and Watson (2012, 22) de-
scribe. This trend led to a highly pressurized expectation to “do something”
and a plethora of policy documents. Together, DTT and Ofgem established
a Joint Energy Security of Supply (JESS) to react to the increasing demand.
JESS published several reports highlighting the risk of import dependency
and the lack of “timely investment” (JESS 2006). This pattern eventually
resulted in a new Energy White Paper in 2007 (DTI, 2007), which clearly
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acknowledged energy security as another emerging top-rated agenda for
the UK and worldwide energy policy and also highlighted a rather urgent
need to incentivize energy investment (Skea et al 2011, 58).

233. The return of nuclear via 2007 EWP and 2008 Nuclear White
Paper

In parallel, as a response to the disappointing stance of the 2003 EWP
towards nuclear option, the nuclear lobby started an intensive effort to
convince the Government and policymakers through an opportunistic
association with the energy security agenda and the concept of supply
diversity. In government, this led to a positive shift towards a nuclear
option presented in the 2007 White Paper. It clearly stated that “the
economics of nuclear power now look more positive than 2003” and “new
nuclear power stations lowers the costs and risks associated” (DTI 2007).
By saying that “it would be for the private sector to fund, develop, and
build new nuclear power stations” the White Paper has kept its “careful
language”, in Pearson and Watson terms (2012, 24), not to declare any
tendency towards public support for nuclear energy. Nevertheless, the
following Nuclear White Paper (BERR 2008) confirmed some forms of
support, like “decommissioning costs”.

As an analysis of the failure in deploying other low carbon options, the
White Paper optimistically reflected to just some RO’s limitations like
the exclusion of emerging technologies and over-reliance on only com-
mercially viable technologies. However due to its continual interest in eco-
nomic instruments, the White Paper resisted against the adoption of alter-
native instruments like a Feed-in Tariff (FiT) or long-term contracts, sug-
gested surprisingly by Ofgem (2007). Though RO has been widely con-
tested by some critics like Henney, (2011a, 290) as neither practically ef-
fective nor economically efficient. Even after modification, it was seen too
complex to be understood. In terms of Carbon Capture and Storage (CCS), the
White Paper also endorsed the UK approach to this emerging technology
through opening up a potentially international economic opportunity.

Although the 2007 EWP deeply institutionalized two major policy
objectives in the UK energy policy debate, it remained yet fully com-
mitted to the market-based approach through expanding the liberalization
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agenda in a wider European market (Pearson & Watson 2012, 23). Helm
(2005, 16) concludes that the continuous commitment to the market
paradigm, notwithstanding such policy failures, showed that “shaking
conventional wisdom” still requires a more political visibility of energy
crises. Nonetheless, it is worth indicating that as the result of those chal-
lenges, the 2007 EWP has presented a deeply “re-politicized” percep-
tion of energy in the UK with a clear prioritization of new objectives.

24 Transition from rhetoric to practice: the seeds of the
liberalized paradigm dispute (late 2000s)

Given the scale of required change, the adequacy of a sort of minimal
policy adjustments in order to achieve the new objectives was widely
disputed. Despite a long process of low-carbon policy making, there was
“mounting empirical evidences” (Kern et al 2013, 17) to easily chal-
lenge the credibility of the existing policy paradigm due to almost dis-
appointing policy outcomes in meeting climate targets. Therefore, the
re-evaluation of the process of policy design and implementation seemed
increasingly crucial. It resulted in a growing recognition of the scale of
the energy de-carbonization challenge and consequently created a public
demand for a more interventionist approach in low carbon innovations.
So, some analysts like Scrase et al (2010, 17) believe that in that period
the predominance of the neo-classical approach was visibly undermined.

24.1. The problematization of the policies for reaching the
objectives and disputing “naive marketism”

During 2006-7, several influential scholars and high profile reports warned
the Government that it would be almost impossible to promote low carbon
technologies only with a marginal role of the state (IEA 2007; Stern 2000).
Stern described climate change as “the biggest market failure (...) ever
seen”. Toke and Lauber (2007) argued that the neo-liberal approach is
unable to translate targets into practice, while a group of critics con-
cluded that the UK’s energy policy still relies more on the superiority of
the market framework than an intelligent interventionist approach. Insofar
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as they believed that sustainability policies were normally unlikely to get
enough momentum, except those that have been approved by what they
called the “market test” (Scrase & MacKerron 2009). So in general, the
level of shift in British energy governance was seen as a quite insufficient
to meet the requirements of achieving policy objectives and to tackle
long-term challenges confronting the UK energy system (Foxon,
Pearson et al 2005, 23; IEA 2007, 176).

During those years, it gradually turned out that in reality, energy
policy is “much messier” than what was assumed by simply applying the
market logic to it thus assuming it was “a normal commodity”. In this
approach, energy was intrinsically conceived as an attractive ground for
political, ethical and economic interest groups; whereas such a complex
set of issues has never been fully addressed in the liberalized system. It
happens due to, as Pearson & Watson (2012, 30) have pointed out, either
a “misplaced optimism” about the market and extreme pessimism about
any form of state intervention, or an overlooking of their salience com-
pared to solely economic justifications. This is what Henney (2011a,
343) critically terms as the “naive marketism”. It means the prescription
of a unified market formulation too far into all areas regardless of other
issues like “complexity, transaction cost, relevance, and, practicality”.
Accordingly, Helm (2005, 9) warned that it would take years to achieve
the objectives under the context of a liberalized energy system.

242. An avalanche of policy papers and new institutions:
2008 Climate Change Act, the Climate Change Committee, and
the Department of Energy and Climate Change

Therefore, a clear desire for a “radical re-thinking” about a “structural break”
and subsequently more visible signs of an urgent need for a “paradigm
shift” became apparent (Helm 2005, 1 and 3; Helm 2006, 1). It was offi-
cially stated by Ed Miliband (2008, 4) that the market dynamic is “no
longer enough for a successful energy policy” and it needs to get “re-
assessed” (Kern & Mitchell 2013, 20). He declared that in the case of
substantial conflicts between market design and the targets, it is cer-
tainly the market that should leave the scene. Consequently, policy frame-
work moved slightly from an overreliance on pure market instruments
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to what was differently called as either a “quantity-based” planning (Helm
2005, 12) or a “target and plan” framework (Pearson & Watson 2012,
30). It briefly included encouraging investment, the capacity market,
support R&D and setting new institutions.

In fact, the highly prioritized policy objectives opened up an obvious
space for more active state intervention. In addition, in the wake of a
critical scrutiny of policy implementation and redominance of the climate
change agenda, a cross-party demand for more effective climate change
legislation was campaigned by a coalition of the Conservative party and
some other organizations. In a politically proactive response (Pearson &
Watson 2012, 25), the 2008 Climate Change Act was supported by the
Labour Government as well. It included not only a “clearlyworded” more
ambitious emission reduction target, but also a set of clear strategies like
“carbon budgets” and a new institutional proposal: the Climate Change
Committee (CCC). It was assumed an independent, de-politicized moni-
toring body to institutionally crystallize the longterm de-carbonization
targets. In a parallel move, the Department of Energy and Climate
Change was also established from the merge of energy-related policy
functions of the Department of Business, Enterprise and Regulatory Re-
form (BERR) and the Department of Environment, Food and Rural Affairs
(DEFRA).

These institutional changes reflected official signs of the rebirth of
a state-centered energy policy. It was conceptually inter-linked with both
environmental policy and a long-term political commitment to the energy
policy objectives. New challenges also brought the role of Ofgem into
question. Skea et al (2011, 43-44) criticized the level of Ofgem’s com-
mitment to the “social and environmental guidance” as well as a narrow
focus on the interests of current consumers rather than future genera-
tions. As a result, while the preservation of market competition remained
still as the main issue for Ofgem, the 2008 Review included sustain-
ability-related statutory objectives as well. It also proposed a process of
Ofgem’s re-structuring, whereas Skea et al (2011, 46) believed that there
were yet doubts about the inherent complexity and internal tensions in
Ofgem’s duty package.
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243.The UK Low Carbon Transition Plan:
the “culmination of interventionist industrial strategy”

As a reflection to the CCC’s recommendations and its loader criticism of
Government policies (Pearson & Watson 2012, 26), a more intensive
round of policy activity happened in 2009-2010. The UK Low Carbon
Transition Plan (LCTP) was a clear example of such a significant move
(HM Government, 2009). Scrase et al (2010, 2, 6 and 34) have described
it as the “culmination” of an “interventionist industrial strategy”, which
has tried to balance the role of the market framework alongside other
policy frameworks. Particularly, it complementarily introduced a set of new
mechanisms inspired by industrial policy, in order to meet the social and
political risks of the alone application of price signals. The LCTP casted
significant doubts on the possibility of meeting UK ambitious targets
through simply intensifying current policies. Instead, it was the first time
after the liberalization process that LCTP proposed a systematic sector-
level transformation that emphasized not only on low carbon products, but
also on low carbon institutions and infrastructures (Scrase et al 2010, 6).
Nevertheless, it was criticized by Scrase et al (2010, 8) for its inherent
inconsistency and incoherency, due to combining a diverse set of measures
from different paradigms. Another example of such a clear move towards
industrial policy was the Low Carbon Industrial Policy, introduced by BIS
and DECC (2009). Pearson & Watson (2012, 27) saw it as an effort to
bridge economic potentials of quick transition to low carbon economy to
broader industrial opportunities.

244. Signing the European Renewable Directive
and its instrumental consequences

Simultaneously, the European Union published a “climate and energy
package” (EC, 2008). It was a significant sign of a political tendency to
enhance the role of renewables in the energy portfolio to 20% on the
European level. It was then translated nationally into 15% from the
entire UK energy production under the Renewable Directive. Having
conceptualized renewable technologies as a “public good” legitimizing
public support, Newbery (2011, 10) described it as an over-ambitious
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demand-pull instrument to encourage investment in renewable innova-
tion. At the time of signature, “the mandated level” was highly contested
due to either the huge economic costs it “hysterically”, in Henney’s
(2011a, 261) words, imposes on the UK compared to other European
countries, or its weakening effects on current de-carbonization policies.
Respectively, the UK Renewable Energy Strategy (DECC, 2009) was
published. It has been described somewhere as “the most comprehensive
strategy” (Skea et al 2011, 51) that breaks down the way of meeting
15% renewable obligation from the entire UK energy and also specifies
the share of different sectors in this. Furthermore, it led to a range of
instrumental change from “banding” in RO to introducing a small-scale

Feed-in-Tariff.

24.5. Shaking conventional wisdom:
“energy-climate nexus” and disputing the adequacy of the
competitive market in energy policy

In the late 2000s, in the wake of increasing public contestation of policy
failures and as a result of institutional changes, some signs of policy
change gradually became visible. On the one hand, the coincidence be-
tween the security challenge and continuous climate challenge, amplified
by the renewable target, highly discredited the existing energy governance.
Such an “energy-climate nexus”, in Kusemko’s (2011) terms, had also
been institutionalized in the creation of DECC, where it was assumed
collectively responsible for both policy objectives. On the other hand as a
result of accumulative criticism of the adequacy of the liberalized energy
system to meet emerging priorities, the credibility of market logic alone
without any form of intervention had been highly contested (Helm 2005,
10). Consequently, a clear shift from liberalization terminology and lan-
guage became apparent in the published policy papers towards a more
“reregulative”, “quantitative, plan-based, centrally directed” (Pearson &
Watson 2012, 31-32) and a “command and control” approach (Skea et al
2011, 3). The emerging approach presented a greater role for energy sys-
tem modeling and forecasting tools as well as proposed “policy pack-
ages” combining different types of policy instruments (Skea et al 2011,
49-50).
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Nonetheless, it is noteworthy to remind that the new pattern, by no means,
was conceived as a conceptual return to a single-central planning model,
similar to what had been experienced prior to the privatization process in
the 1980s. This can be demonstrated by a statement made during one of the
conducted interviews by a former MP and then board member of UKERC:

There is an ideological commitment to the market in the UK, and it is very inter-
esting that despite the commitment to climate policy, there is no movement to re-
nationalize the energy sector at all. This is of course privatized since late 1980s
and we are now amongst the first energy market in Europe. There is just com-
mitment to regulate it and it is quite different from re-nationalization and it is
more about persuading market to operate in a certain way in the light of market
failure than an ideological commitment to regulation (Interview 15, November

2011).

In reality, a group of critics like Skea et al (2011, 3) argued that at the
time, a substantial shift towards a re-nationalized energy system seemed
neither desirable nor possible. There was a status of a complicated inter-
dependency between government, industry and the international con-
text in which the state itself was being challenged by its extremely weak
policy capacity. It practically meant that in order to meet the large scale
investment required for energy-climate policies, every policy crucially
needs to convince the private sector to “mobilize” a huge amount of in-
vestment (Skea et al 2011, 51). In fact, such a funding could not be
afforded by the state alone and therefore, there was a serious concern
about the harmful consequences of overintervention.

In contrast, Pearson & Watson (2012, 31) emphasized that the new ap-
proach was showing an intensive attempt to not only bring about positive
dimensions of the competitive market but also to meet other societal
goals that had been traditionally overlooked by the liberalization pro-
cess. In other words, although several questions arose about the specific
failure of the market in achieving energy goals, there was no fundamental
doubt about the suitability of the market in this area (Kern & Mitchell
2010, 12). As Kern and Mitchell have described: “the role of market has
amended rather than entirely rejected” (Kern et al 2013, 22).
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246. “Inter-paradigm borrowing” and preparation
for a major paradigmatic shift

In spite of increasing visibility of the signs of major policy change as out-
lined above, some scholars argued that those were still insufficient at the
time to reflect a comprehensive paradigmatic shift (Kern & Mitchell 2011,
22). Similar to Helm (2005), they have evaluated the extent of actual
change just in the priority of objectives and partially on the policy instru-
ment level, not necessarily in the problem framing, as analogous to Hall’s
“three order changes”. Kern and Mitchell argued that by 2010, out of
four components of a paradigm shift, the overall policy objectives have
been institutionalized; institutional change has taken place; new forms
of instruments like FiT have gained some marginal acceptance; and the
“energy-climate nexus” has been shaped alongside the idea of a greater
role of the state, whereas fundamental belief in the market still remained
rather intact. This implies that while policy objectives and institutions had
experienced a remarkable degree of change, policy instruments and “over-
all interpretive frameworks” had shifted less. Therefore, there was yet a
lack of a coherent and cross-sectoral policy paradigm alternative and there-
by, a comprehensive paradigm shift still could not be claimed to exist.

Similarly, Helm (2010) characterized the mixed situation in the UK
energy policy as being “neither market nor state”. Kuzemko (2011) termed
it as an “inter-paradigm borrowing” from dimensions of the “climate” and
“geopolitical” narratives, which presumably could undermine the “intel-
lectual consistency” of the paradigm and facilitate the way of a further
likely paradigm shift. In such an incoherent and incompatible policy para-
digm that is influenced by a combination of diverse paradigms, Hall (1993,
280) predicted a pattern of gradual decline in dominant-original para-
digm. Theoretically, this then might lead to a profound radical shift re-
sulting from further likely shocks. He then emphasized the role of politics
for paradigm shifts by intensifying the “contestation” pressure on a certain
dominant paradigm. Compatible with the ACF assumptions, Mitchell
(2008, 204) pointed to the central role of a variety of actors in the pro-
cess of a paradigm shift. Nonetheless without the existence of an inte-
grative, coherent and acceptable alternative paradigm, no paradigmatic
shift is expected to fully occur.
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3. Conclusion: conceptualizing the UK electricity policy
change since the liberalization until the late 2000s

Taking the brief exploration of the history of energy policy in recent decades
into account, it was apparent that it had been recurrently subject to con-
tinuous change and constant evolution. Even though after the process of
liberalization and its early success it was widely believed that energy could
be seen as a normal commodity and that there was no longer any need for
public concern and state intervention, the reality turned out to be entirely
different. Energy policy has always been susceptible to be affected by any
change in the wider socio-economic and political context as well as to new
ideas and technological changes. The fact of continuous instability in
British energy policy was also pointed out by a well-experienced expert
during an interview:

I've got young people in my office that think this is it, energy policy has always
been the same, it is now going to be changed and it will be like that forever or
for the rest of my working life — no it blooming well won't. It gets changed
pretty frequently and you might conclude at the end of this discussion that the
real question is, “I wonder how long ... {a new proposal} will actually exist?”
How long will it be before somebody says this needs changing again? (A board
member of Energy UK, 12 July 2012).

Figure 2 (see annex, page 111) is to visualize the main changes in energy
policy, in particular in electricity policy, since the liberalization until 2010.
Thereafter, early years of 2010s are marked here as the beginning of the
reform era through the official start of the policy process of the Electricity
Market Reform (EMR).

Having reviewed the history of the UK’ electricity policy since its
liberalization, it can be argued that there is a sufficient amount of empiri-
cal evidence supporting the credibility of the proposed change typology.
The latter explains why policy instruments did not necessarily support
newly adopted energy policy objectives in the early 2000s. Furthermore
it shows how an institutional lock-in within the boundaries of a policy para-
digm was constraining the range of practically applicable and politically
acceptable policy options to substantially reform British energy governance.

N o
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The hierarchical model also articulates the extent to which sociopolitical
dynamics were resisting against easy and fast major policy changes, let alone
a full paradigmatic shift. And finally, it displays how resistant the existing
energy policy paradigms and normative core aspects of those policies
were, whereas they were adapting the secondary aspects, as ACF words,
rather easily. Studying this case also shows that under the circumstance
of high external pressure and demonstrating mounting policy failures,
even policy core beliefs might ultimately shift. Nonetheless, there were
still a high level of strong normative commitments to these core beliefs
and paradigms.

Having applied the policy change typology presented in the first sec-
tion to the historical review carried out above, the table below aims to over-
all conceptualize and measure different levels of policy change as occurred
in the UK’s electricity policy between its privatization in the early 1980s
to 2010 (see annex, page 112).

Notes

1 ‘There is an ambiguity in Hall’s classification when he takes third order change
as both change in policy objectives and change in all dimensions simultaneously.
To prevent confusion in cases that policy objectives change while other dimen-
sions are still stable, I have taken third order change as change in policy objec-
tives compared to paradigmatic shift as change in all dimensions and framework.

2 ACF’s policy belief system will be elaborated on further below. In brief, it recog-
nizes three layers for coalition beliefs: deep core-normative belief, policy core
belief, and secondary ones. This classification is also consistent with Cairney’s
distinctive typology of ideas as paradigms, norms, policy ideologies and beliefs,

and policy proposals (2012, 15).
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Annex

Figure 2. A summary of the UK energy/electricity policy evolution
since the liberalization
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Table 3. A summary of policy changes in the UK energy policy

between 1980 and 2010
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