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Sustainable development  

and political economy 

• “Sustainable 

development” = 

environmental 

sustainability and social 

justice 

• What are dynamics 

between these two goals 

in current political 

economy of developed 

countries? 

• Can one achieve 

environmental 

sustainability without 

social justice in practice? 
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Dynamics of democratic capitalism 

• Streeck (2011: 3): 
– ‘two conflicting principles, or regimes, of resource 

allocation: one operating according to marginal 
productivity, or what is revealed as merit by a “free play of 
market forces,” and the other following social need, or 
entitlement, as certified by the collective choices of 
democratic politics. Governments under democratic 
capitalism are under pressure to honor both principles 
simultaneously although substantively the two almost 
never agree – or they can afford to neglect one in favor of 
the other only for a short time until they are punished by 
the consequences, political in the one case and economic 
in the other.’ 
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Delayed crisis in the US 
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Politics of tax under the consolidation 

state 

• Mobile capital >> ‘tax competition’, driving down corporation tax 
rates 

• Top earners also exercise exit through mobility and avoidance, and 
rates decline from late 1980s 

• But taxing wider population also politically unattractive: 

– Share of labour in national income falls from 66% in 1990 to 62% 
in 2009 in 26 OECD countries, and  shifts from bottom 99% to 
top 1% 

– Partly neo-liberal policies (higher unemployment, weaker trade 
unions, labour market deregulation, globalisation) 

– Partly technical change (ICT displaces routine tasks) 

– Squeeze on employment in mid-skill jobs and households in mid 
part of wage distribution, and on wages, especially in low skilled 
jobs 

– Rise of anti-tax activism (Tax Payers Alliance in UK) and 
populism 
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Should the government increase tax 

and spending? 
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Politics of tax under the consolidation 

state 

Source: 
Streeck 2014 
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Consequences for climate policy 

• Climate policy as an elite agenda 

• Capital expects governments to provide ‘investment-grade’ support 

policies and to pass policy costs through to households 

• But, despite climate change being mainly a valence issue, 

governments have become increasingly nervous of what are 

effectively new forms of tax (carbon pricing, renewables support)… 

• …for what populists see as a cosmopolitan agenda… 

• …and that have been outed as ‘stealth taxes’ in the media 
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Shift away from open-ended support for 

renewable energy across Europe 

• Move away from feed-in tariffs (price setting) to auctions (quantity 

control)  

• Introduction of capacity growth corridors with triggers for reducing 

support levels (Germany) 

• Interrupting growth through support policy moratoria and 

retrospective actions (Spain, Czech Rep, UK) 

• Budgetary caps (Netherlands, UK) 
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Levy Control Framework 

• Caps on renewable support spending funded from cost-pass 

throughs and on-bill levies 

• Rises from £1.85bn in 2011/12 to £7.6 billion in 2020/21 

• Likely overspend to 2020 becomes apparent in 2015 
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Effects and significance of LCF 

• Policy change – changes to solar, wind and biomass support rates 

and conditions 

• Creates new uncertainty by adding budgetary cap to quantity (CfD 

FiT auctions) and price (small-scale FiT) setting approaches 

• Subordinates renewables policy (DECC) to budgetary policy (HMT) 
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Explaining the LCF 

• ONS reclassification? Doesn’t explain budgetary control 

• Macro-economic effect of levies? Hypothecated tax has 

distributional but (virtually) no macro-economic effects 

• ‘Austerity’? Under LCF, no net spending, so no effect on deficit or 

debt 

• Impacts on consumers? More convincing 

– Welfare of fuel poor? 2010 and 2015 Spending Reviews suggest 

not 

– Politics of tax  
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Concluding thoughts 

• Sustainable development without social justice might not only be 

definitionally impossible but also substantively difficult 

• Capitalist democracies are attempting to decarbonise their 

economies during a specific, difficult period 

• Is the worst over? Maybe, but integration costs + legacy costs still to 

be borne 

• Comparative agenda – is renewables growth easier where politics of 

tax is easier (Denmark?) 

• Are democracy, markets and climate policy natural partners? 
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Additional slides 
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Hollowing out of UK labour market  

1979-1999 

Source: Goos 
and Manning 
2007 
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UK real wages 1979 - 2010 

Source: 
Gregg et al 
2014 
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Amber Rudd in the Spectator March 2016 

 

The problem, Rudd says, was that under Labour and then Lib Dem 

control, the Department of Energy had not been run much like a 

department of energy. ‘It had been run a bit like a green think tank or a 

green NGO; very pure of heart, very noble. But not enough focus on 

bills, on the future, on planning, trying to look 20 or even ten years 

ahead.’ British energy policy had been set by a succession of 

zealots…Her predecessors, she says, had prided themselves on ‘their 

approach to climate change rather than their approach to delivering 

cheaper bills’ 


