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Overview

• While most advanced capitalist countries rely on broadly
similar green industrial policy instruments, we observe
divergence based on the different characteristics of their
political economies

• This is because historical legacies − existing institutions, past
sector and technological specializations − shape green
industrial policy choices

• It does so by influencing the politics of industrial policymaking
and coalition formation across sectors and venues . . .

• . . . and by shaping firms’ responses to these decisions −
thereby influencing support for future policy choices
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Trade distortive industrial policy tools in 2023 by income group (reprinted from Evenett et al. 2024)
Note: AEs = Advanced economies; EMDEs = Emerging markets and developing economies
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Growth models vary

• Countries develop different business − or growth − models

• These models vary based on the relative importance of various
components of aggregate demand, such as household consumption and
exports, and the relationships among these components (Baccaro &
Pontusson 2016)

Type Main driver of growth Examples

Debt-financed consumption Accumulation of household debt United States, UK
Export-led Foreign demand, competitiveness of the export sector Germany
Balanced Combination of household debt/export Sweden
Compradors, courtesans, Various strategies to attract foreign capital CEE countries, Tawain
and parts suppliers

Main characteristics of growth models, adapted from Baccaro et al. 2022

• Consequently, we can anticipate varying green industrial policy strategies
emerging from these different models
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• In consumption-led, debt-financed growth models, such as in the UK,
emission reduction and green industrial policies are less prominent due to
prior deindustrialization and reliance on imported industrial goods

• Typically, we would expect that a more industrialized, export-led growth
model would encounter greater challenges in implementing a green
industrial policy strategy

• However, using the cases of Germany and China, Nahm (2021)
demonstrated that these growth models also possess the industrial
capabilities necessary for such a transition

• German firms applied their niche capabilities to global renewable energy
sectors like wind turbine components and production lines for the solar
industry. ” Firms entered from various existing industries, including
machine building, automation and laser processing equipment, metal
fabrication, and shipbuilding”

• Chinese firms focused their efforts on ”building innovative capabilities and
engineering know-ledge around the commercialization and rapid scale-up
of complex wind and solar technologies. Key in doing so was utilizing
China’s extensive domestic infrastructure for mass production in its
high-tech developing zones and export processing clusters”

• In both countries, ambitious climate agendas were subsequently backed
by politically powerful clean energy industries that relied on exports for a
sizable share of their revenue
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The ”Decarbonization Bargain”

• However, in more diversified, predominantly debt-financed economies that
still maintain a large manufacturing sector − such as in the US − greater
political conflicts tend to arise

• This highlights a major trend in green industrial policy, which is
increasingly defined by conflicts between economic sectors based on the
opportunities and risks posed by the shift toward a clean energy transition

Large costs and risks Small costs and risks

Many opportunities Decarbonizable sector Green sector
(e.g., car companies) (e.g., renewable electricity producers)

Few opportunities Fossil fuel sector (e.g., oil and gas companies) Bystander sector
(e.g., oil and gas companies) (e.g., healthcare providers)

Analytical Types Differ Based on Industries’ Relative Risks and Opportunities in Making Clean Energy
Transition, reprinted from Kupzok & Nahm 2024
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This is not solely a matter of producer group politics; Kupzok and Nahm’s 2x2
framework can also interact powerfully with broader electoral coalitions

The two-dimensional climate politics conflict space (reprinted from Schwander & Fischer 2024)
Note: The grey areas indicate the main focus of the political science literature.
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Incremental improvement or radical change?

• So far, we have discussed the making and the political
bargains over green industrial policy

• Of prime importance however is to understand how firms
respond to these policies, that are highly conserved in
countries’ distinctive growth models

• Research indicates a twofold pattern of incremental
improvement of existing strengths through legacy institutions
and specialization through global networks

• This reinforces national specialization (as in a game of
strategic complementarities)
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This is what suggests Nahm’s study (2017) of the wind and solar sector in the
United States, Germany, and China

Select industrial policies for Wind and Solar sectors

United States Germany China

2008 American Recovery & Since 1974: Federal Energy Research 2008: Indigenous Innovation Initiative
Reinvestment Act: Loans Programs, renewed six times 2010 Strategic Emerging Industries
Since 2009: ARPE-E Program EEG Renewed (2004, 2009, 2012, 2014) 2009: Golden Sun Program
. . . . . . . . .

Varieties of Innovation

United States Germany China

Invention Ancillary Innovation Innovative Manufacturing
Development of new technology Automation, production equipment, Commercialization, scale-up

complex components of new technologies

Main outcomes

United States Germany China

Rise of start-ups seeking to lower of Small and medium-sized suppliers Producers spun-off from state-owned
the cost renewable energy through from legacy industries diversified manufacturing firms. Focus on
technological breakthroughs into renewables energy sectors commercialization and scale-up

Wind and solar sectors in China, Germany, and the United States, adapted from Nahm 2017
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The effects of Industrial Policy in a Global Economy

• These shifts happened in a global environment. They confirm that
countries with distinct growth models pursue divergent green industrial
policy strategies

• Importantly, however, instead of hindering domestic firms in green sectors
from following distinct paths, globalization has freed them from needing
to master every aspect of developing and commercializing new
technologies

• Breznitz and Murphree (2013): Chinese electronics firms focus on rapid
commercialization, leaving invention and equipment development to firms
in other parts of the world

• Herrigel et al. (2013): German auto and machine tool firms collaborate
and learn from Chinese partners. This is facilitated by the globalization of
formal learning systems, such as corporate production systems

• This is a major difference with the purpose (and consequences) of old
industrial policy

Industrial Policy for the Green Transition 6. Industrial Legacies and the Diversity of Green Growth Models
C. Benôıt & E. Massoc
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to master every aspect of developing and commercializing new
technologies

• Breznitz and Murphree (2013): Chinese electronics firms focus on rapid
commercialization, leaving invention and equipment development to firms
in other parts of the world

• Herrigel et al. (2013): German auto and machine tool firms collaborate
and learn from Chinese partners. This is facilitated by the globalization of
formal learning systems, such as corporate production systems

• This is a major difference with the purpose (and consequences) of old
industrial policy
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Policy feedbacks and coalition cascades

• An important implication of these findings is that, at the domestic level,
green industrial policy can strengthen producer groups and electoral
support for the transition

• This is also due to the fact that the different sub-sectors involve (or that
benefit) from a green industrial policy strategy are interdependent

• As sub-sectors co-evolve and benefit from industrial policy, the supporting
coalition grows

• Meckling and Goedeking (2023) call this a ‘coalition cascade’ in their
study of California’s renewable energy policy that influenced grid policy,
leading to energy storage and electric vehicle charging policies
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Conclusion

• Green industrial policy: diverging national patterns . . .

• . . . that follow countries’ distinctive growth models

• The politics of green industrial policy follows policy and
industrial legacies

• Global networks reinforce, rather than hinder, country
specialization
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