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Energy, Ideas and Institutions: a Contextual Analysis of UK Energy Policy 1998-2008
Introduction:

This paper is a work in progress and forms part of a wider thesis on UK-Russia energy
 relations over a similar time period.  The starting point of analysis for the thesis was the observation that this relationship, between these two nations, had progressed from a position of increasing agreement in the 1990s to the current relationship which some observers have compared to ‘a new Cold War’.  The degree of conflict in the current energy relationship has particular implications within an international energy context coloured by fears of a global crisis in energy looming and in the absence of any agreed international framework for trade in energy which includes Russia, being as it is Europe’s primary supplier of gas and oil. The Energy Charter Treaty (ECT) Transit Protocol which has been strongly supported by the UK and looked the most likely candidate for agreement in the 1990s/early 2000s remains un-ratified by Russia.  Russia is not, yet, a member of the World Trade Organisation and is therefore not party to any international energy trading agreements. 
Arguably what lay at the heart of the growing inability of the UK and Russia to agree on energy related matters were some rather different ideas which came to underpin how energy was conceptualised and how it should be managed.  Specifically these ideas relate to the age old question of the degree of state and market involvement in energy trade and national governance
.  It is not difficult to observe that Russia and the UK have thought differently about energy, as they have done about many other subjects in the past, but the reasons why they have had such contrasting energy mindsets since the late 1990s has not yet been explored in any depth.
 In order to get to the why behind their positions my thesis will analyse the domestic context within which energy policy has been formulated in the UK and Russia and this paper will, in turn, be focused on the UK domestic context.

There is little doubt that certain material conditions have been changing both for the UK and Russia over this time-period, Russia has improved its economic position significantly, the UK has become a net importer of oil and gas and renewable technologies are slowly becoming politically and economically more feasible.  This paper, however, will focus in on ideational and institutional variables involved in understanding the domestic context within which UK energy policymakers work.  The UK has over the course of the past century or so, as energy supplies have become increasingly integral to the smooth procession of modern life, governed its energy resources and needs in varying ways and, specifically, the role of the state has differed significantly over time.  For example, from the 1950s to the 1970s domestic energy companies were state owned and run whereas this situation was turned around over the course of the 1980s and 1990s such that private enterprises, or the markets, are now taxed with the task of providing energy to UK consumers.  This paper will argue that the market oriented domestic and foreign energy policy which has dominated under New Labour is reasonably deeply embedded, historically and institutionally, but that cracks are starting to appear in its veneer.  It remains to be seen whether these cracks will emerge into fissures resulting in change of paradigmatic proportions or not, but they do point to the re-emergence of some previously discredited ideas about energy governance.
1. Energy, states and markets: policy paradigms and change: 

The purpose of this first section of the paper is to place my work within a broader school of relevant academic literature and to provide the reader with some understanding of, and the reasons for choosing, the framework of analysis to be applied.  Placing my work within a broader school of academic literature has proven, however, to be reasonably complicated primarily because there is very little work, outside of policy networks or think-tanks, on the subject of energy policy in the UK.  Therefore this review will first place my work within the context of themes which arise, especially that of the role of the state and the market in the management of energy, and of the theoretical approaches most commonly used in the broad field of academic literature on energy in general before assessing what little academic material is available on recent UK energy policy.
1.1 Review of the literature concerning energy: 
Much of the historical literature on energy over the last century has had an obvious pre-occupation with oil
, and gas, and those who have chronicled the rise of oil over the last century or so have depicted it as having been both increasingly central to modern life and as a deeply contested subject (Yergin 1991; Painter 1997; Strange 1988).  This notion of energy as a contested subject is reflected in the wider literature both through the themes that arise and through the different theoretical approaches used.  One broad school of literature on energy, which approaches the topic from a largely realist perspective, often understands energy as a security issue and posits that scarcity or restricted access to energy tends to cause conflict and sometimes military involvement (Klare 2008; Le Billon 2005; Isiah III 2008).  The understanding of energy here is as a vital national good, supplies of which governments are willing to pursue, if necessary, through force.  This body of work resonates well with work by Simon Bromley and David Painter both of whom point to two critical aspects of Western energy policy.  One is the clear decision made by the US government in the period post World War II, in conjunction with the multinational oil and gas companies
, that energy should be supplied by the market, and the other aspect being the agreement that, in the event of the multinationals not being granted access to supplies at acceptable prices, the US government would intervene
 (Bromley 2006; Painter 1997).  The general principle that business or the markets should be responsible for the supply of energy to modern economies lies at the heart of the largest school of thought on energy which approaches the topic from a neoliberal economic perspective.  Daniel Yergin, academic turned consultant, reached an understanding that, particularly post the collapse of the Soviet Union, although there had been a lack of agreement with regard to the roles of the state and market in managing oil, consensus in the West had now converged around a framework whereby oil, and gas, should be privately owned and managed.  Yergin goes on, in other works, to tie together the notions of energy security and ‘market’ perspectives by emphasising the key role that freely trading markets in energy have in the provision of energy security for OECD countries (Yergin 2006; 2007). 
Taking its tune from Yergin’s analysis, much of the rest of the academic literature which approaches energy from a neoliberal economic perspective tends not to question the ‘established’ Western framework for energy based on the principles of privatised free markets but focuses instead on ‘problem solving’ (in a Coxian sense
).  This body of work, unsurprisingly, tends to have a normative bias and to generalise about how energy should and should not be traded and managed
  often with a focus on the perils associated with countries becoming too reliant on oil and gas proceeds (Halperin 2005; Ellman 2006; Boix 2004).  This body of research does little to explicate what energy means within distinct domestic settings (Rutland 2006) nor does it, because of its problem solving nature, pose many questions about possible contradictions in the accepted Western framework.  As the introduction to this paper suggests, it can, however, be argued that there have been over the past decade distinctly different understandings of the suitability of this framework held by different governments, not least in the UK and Russia. 
This paper represents, in part, an attempt at providing an understanding of why the UK, as a key proponent of the adopted Western energy framework, holds that position.
1.2 Review of the literature on recent UK energy policy:
This review of the literature on UK energy policy will be, necessarily, brief.  One of the UK’s leading academic institutions to focus on energy research, the Centre for Energy, Petroleum and Mineral Law and Policy (CEPMLP), recently undertook an analysis of academic research into energy in the UK which concluded that, outside of neoliberal economic and technical fields, very little research had been conducted into energy particularly from area studies or international relations perspectives (CEPMLP 2006).
   There is however one major academic piece on UK energy policy which serves as a history of mainly domestic policy, covering all areas of energy policy including electricity, coal, oil, gas and renewables, from 1979 to 2003.  This book deals with the processes of moving from an energy policy which allowed for a large degree of state involvement in domestic energy to one where privatised, competitive markets became the driving force behind energy policy.  Dieter Helm refers to the energy policy making community under Margaret Thatcher, and subsequent teams, as being ‘...caught within their own intellectual frameworks’ based in ideas promulgated by Hayek and Friedman. (Helm 2003: 401)  Furthermore Helm notes a certain rigidity in these frameworks:
... the main actors thought they were dealing not with intellectual fashions, which might be relevant to particular periods, but with enduring truths.  (Helm 2003: 402)

This paper will build on this notion of the existence of a certain neoliberal intellectual framework within the UK energy policy making community, it will elucidate on this framework and will relate the increasingly accepted market oriented approach to energy to this intellectual framework.  The general notion underlying a paper which seeks to create understandings of domestic structures, such as this distinct framework, in order to shed light also on foreign policy is one of a dialectic relationship between domestic spheres of governance and international relations (Katzenstein 1978).
1.3 Policy paradigms and change:
Having previously noted that some further insight is required into the domestic structures within which UK energy policymaking is formulated it is worth briefly discussing here how this is to be achieved.  The theoretical approach adopted by this paper is based in new institutionalism, particularly in the more ideational strands of institutionalism (Hall & Taylor 1996; Hay 2001; Campbell 1998 and 2001).  It will be applied with the intention of understanding the UK approach to energy under New Labour not as a ‘natural’ or fixed entity, which a more ‘problem solving’ approach would do, but as a specific way of doing things chosen for ideational, as well as other, reasons but with a focus on the ideational.
  Political analysts of the historical and sociological schools of institutionalist thought have attempted to identify and explain the ways in which ideas impact on policy making both in environments of stability and change (Hall 1993; Campbell 1998 & 2001; Hay 2001).   Hay and Wincott offer a useful explanation of the role of ideas as a link between context and conduct, institutions and behaviour or, in other words, as part of the ‘why’ of analysing actions (Hay & Wincott 1998: 953).   This role of ideas as offering some insight into the ‘why’ of analysing actions, in the case of this paper energy policymaking, is key to addressing the above noted gap in the literature on energy by enabling the analysis to go beyond normative claims about how energy ‘should’ be managed to understand why it is managed in particular fashion within distinct domestic settings.  Peter Hall’s policy paradigm theory (Hall 1993), and Colin Hay’s ideational institutionalism (Hay 2001), both posit that individuals within an institution interpret what is a more ‘credible’ or appropriate course of action when deciding on policy.  Peter Hall puts it this way:

...policymakers 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. [T]his 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 interpretive framework a policy paradigm. (Hall 1993: 279)
This quote from Hall is significant for a number of reasons.  Firstly in the notion that the policy paradigm, once adopted, can influence not only the goals of policy and which range of policies should be chosen, but importantly also how policymakers understand the very nature of the problem that they are meant to be addressing.  This important aspect of the influence of paradigms will be taken up in the following section on the nature of UK energy.  Secondly, Hall puts forward the notion that established, or embedded, paradigms can become ‘taken for granted’ such that a policymaker may not always be conscious that she or he is choosing policies within a particular framework.  These notions of embedded paradigms and taking frameworks for granted are closely interrelated and resonate with Helm’s observation that UK energy policy has displayed a certain degree of rigidity from the Conservative Government under Thatcher to the New Labour Government of the 21st century (Helm 2003: 402).  This paper will characterise energy policy under New Labour as having been bounded by a market oriented energy paradigm.
Institutionalism further explicates the role that institutions have in reinforcing policy paradigms.  Hay noted that  ‘...paradigms become entrenched both culturally and institutionally’ (Hay 1998: 213) and others have observed that ideas, when they become embedded in institutions, be they political, economic or social, tend to become established and harder to change (Jacobsen 1995: 285).  For example, if ‘... individuals must pick and choose among influences and interpret the meaning of their institutional commitments’ (Peters 1999: 26) then it is therefore advisable to hire individuals who have been educated to interpret meanings in a similar, or appropriate, way to work for a given institution (Adler & Haas 1992).  This tendency to hire likeminded, or appropriately educated, individuals can be re-enforced by further training once inside an institution which can produce ‘...institutionalised subjects and institutional environments’ (Hay & Wincott 1998: 954).   This is one way in which a paradigm based on a particular set of ideas becomes established and therefore more credible, or legitimate (Blyth 2003), in that it encourages problem solving behaviour over change.  This paper will argue that the DTI/BERR’s handling of energy policy over the time period covered by this paper can be understood in a new light when considering this process of institutional embedding of frameworks.
If responsibility for policymaking in a particular area, such as energy, is handed over to a specific institution, placing it at arm’s length from active government involvement, then that subject can also be understood has having become ‘depoliticised’ (Hay 2007).  A depoliticised subject, managed within a legitimate policy paradigm, is less likely to find itself at the forefront of political debate in the absence of a particular crisis.  This is partly because the process of handing the subject over to a particular institution, which hires appropriately educated people, assumes that these institutions represent expert knowledge which is not always accessible to publics, often through the terminology adopted and through the lack of any internal institutional challenge to the adopted, not always overt, paradigm.  This all leads to a rather path dependent understanding of policy paradigms.  There is, however, another part of the literature which points to the ways in which ideas and institutions can facilitate change, as well as constrain policy (Hay 1998; Hall 1993).  Clearly as much as there are established or legitimate sets of ideas underpinning policy paradigms other sets of ideas are not forgotten or discredited completely.  Hay, building on Hall’s earlier analysis, puts forward a notion of change referred to as ‘punctuated evolution’ whereby 
(t)he process of policy evolution... tends to be characterized by successive stages or iterations of strategic learning within the broad parameters of an evolving paradigm.  (Hay 1998: 199)
This suggests that policymakers do not from one day to another suddenly adopt a new paradigm but that they begin to observe, especially as circumstances change over time, that current policies are not meeting goals or that goals may not be realistic or achievable any more (Hall 1993).  This process of re-evaluation can come about as a result of a large accumulation of contradictions as policy instruments chosen fail to fulfil policy goals and such an accumulation can be characterised as a crisis (Hay 2001: 204).  Change of a paradigmatic nature would theoretically only be possible in the eventuality that these contradictions become overtly perceived as being a result of inadequate policy instruments or goals, a perception which would require a shift from one paradigm to another. Even when paradigm change occurs traces and legacies of the previous paradigm may never be completely erased (Hay 2001: 213).  This notion of change which accepts the temporal and contextual nature of policy paradigms will be applied to UK energy policy making in the latter section of this paper.
2. Hall’s policy paradigm and the ‘nature’ of energy:
This section of the paper takes as its point of departure Hall’s notion that a given interpretive framework, or policy paradigm, can be influential over ‘...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’ (Hall 1993: 279).  Future sections will concern themselves with the goals of UK energy policy and the kinds of policy instruments that can be used, but this section will build an understanding of the very nature of the ‘problem’, or in this instance the way in which energy has come to be conceptualised in the UK over the time period covered by this paper.  
In order to do this we will have to move back somewhat in time.  The review section above on energy literature in general highlighted a key difference in approaches to energy over time – that of the degree of desired state involvement in the supply of energy.  In order to resolve the question of the role of the state a government would have to formulate understandings of the function that energy plays in the political economy of that nation.  The UK, under Margaret Thatcher’s Conservative Government, made the decision that energy was to be understood as a sub-sector of the economy and as a consequence that their programme of liberalisation and privatisation of the UK economy clearly included energy in its remit.  The emergent conceptualisation of energy as a sub-sector of the economy and or a tradable commodity was, at that time, reasonably controversial and had the backing only of a small group within the Cabinet, including Margaret Thatcher (Helm 2003: 44).  Prior to this, in the 1950s, 60s and 70s, it was considered that energy was of vital national importance, that markets were hopelessly inadequate in providing appropriate energy supplies and consequently ‘...state owned companies were deemed to be so natural that they were made statutory monopolies.’ (Helm 2003: 1)   It is worth noting that the post war period saw Britain moving from a being a net exporter of energy (via coal exports) to a being a net importer (Hartshorn 1966: 7) which is now, again, being reversed.  To draw further on new institutionalist thought, the subsequent decision, in 1992, to abandon the institution of the Department of Energy and the concurrent role of Minister of State for Energy, is interpreted here as revealing in terms of the extent to which energy had by this time come to be conceptualised as a sub-sector of the economy.  Equally revealing was Thatcher’s expressed opinion that the title Department of Energy ‘...smacked of economic planning … whereas our energy needs should be supplied by the market’ (Blackhurst 2004).  When the Energy Ministry was disbanded, the responsibility for energy policy was passed to the then Department for Trade and Industry (DTI) whose role was and is, in its current guise as the department for Business Enterprise and Regulatory Reform (BERR), to provide support and regulation for British businesses.  New Labour has, until very recently
, kept energy policymaking within the DTI/BERR despite some calls from within the DTI for a separate institution to decide on energy policy (Helm 2003: 399).  As already outlined above, and as will be discussed in more detail later, new institutionalism allows for an understanding of ideas as becoming increasingly consequential for political decision making once embedded within specific political and social structures (Jacobsen 1995: 285).  Through moving responsibility for energy policy into the DTI energy was confirmed institutionally and politically as a commodity, or sub-sector of the economy.
3. The ‘goal’ of energy policy and historically embedded economic ideas:
This is where we again take up Peter Hall’s notion that policy paradigms, and the core set of ideas that delineate each one, are influential over the ‘goals’ of policy.  This section will outline the overall goal of domestic and foreign energy policy, under New Labour, as being the establishment and maintenance of a system of privately owned and competitive markets in energy.  This was the original goal of Conservative energy policy to which New Labour later added the, to them associated, goal of low prices in energy and ultimately the goal of reducing carbon emissions.  In line with the argument above that energy was increasingly considered to be a sub-sector of the economy this section, as it progresses, will characterise the goals of energy policy as being embedded within a framework of neoliberal economic ideas in the UK as alluded to by Dieter Helm.  The combination of energy considered as a sub-sector of the economy and of the associated dominance of economic ideas over energy policy has, arguably, resulted in a market oriented energy policy paradigm in the UK under New Labour.
3.1 Historically embedded economic ideas: 
In his article on developed countries and why they behave differently to similar external situations Peter Katzenstein formulates an argument that particular domestic historical structures influence how Great Britain has behaved internationally, an argument which he also applies to the other countries in the analysis (Katzenstein: 1978). 
   This paper shows a similar interest in historical domestic structures by considering the history, and historical embeddedness, of certain economic and political ideas in the UK.  Liberal economic ideas reached a position of dominance over the course of the Pax Britannica to the extent that they came to restrict ‘...the legitimate social purposes in pursuit of which state power was expected to be employed...’ to that of safeguarding the self-regulating market (Ruggie 1982: 386).  This tradition of dominant liberal economic ideas, and a limited role for the state, was punctuated by two world wars but was significantly revitalised by the Conservatives in the 1980s.  The dominance of this set of ideas over time relates also to analysis conducted by new institutionalists such as Colin Hay and Mark Blyth, among others, of New Labour’s policies today. Their analysis concludes that the normative ideational context within which New Labour has formulated policy has been distinctly neoliberal in continuation of those policies adopted by the Conservatives before them (Hay 2001; Blyth 2002; Williams 2005).  Liberal market ideas are understood here, therefore, as being dominant for the last three decades in the UK with far reaching historical roots. These active historical roots arguably lend a certain degree of credibility or legitimacy to these ideas which helps to underpin the current dominance of the neoliberal economic paradigm by making it more difficult to question the efficacy of such ideas.  
3.2 The goals of domestic energy policy:
Within the context of a return to historically embedded, market oriented ideas and of energy considered as a sub-sector of the economy it will come as little surprise that the primary goal of domestic energy policy became one of securing free markets in energy in the UK.  We can look to Dieter Helm’s recent history of UK energy policy to gain some deeper insight.  He claims that energy policy under Thatcher was given a ‘...clear ideological and political steer...’ which indicated that ‘(t)he job of government was limited to setting the framework within which the scope of market forces would be maximised.’ (Helm 2003: 2)  The allocation of such a role to government is reminiscent of Ruggie’s aforementioned characterisation of the role of government in the economy during the 19th century (Ruggie 1982: 386).  This led to an inevitable, but longer than anticipated due to some considerable opposition from parts of the coal industry, process of privatisation and liberalisation.  A privatised structure for energy trade was more or less established by 1997 when New Labour took office although it remained for them to complete the liberalisation of gas which they achieved in 1998.  New Labour, and its primary goal of free and competitive markets and the associated role for government, seems to have found some support with the wider public.  References can easily be found in the British media, television and newspapers, such as this celebrating the state’s removal from energy market decisions: 

Britain has always made a virtue of its lack of political interference in the energy market, preferring to make deciding on a supplier a matter of pure economics.  (BBC 2008)

The extent to which this idea that governments should not be involved in energy because supplies are a matter of ‘pure economics’ appears in the media can be better understood through the application of the notion of depoliticisation as briefly outlined in section one of this paper (Hay 2007).  Depoliticisation under New Labour, as understood by Colin Hay, has been an active process of keeping certain, particularly economic, subjects at a remove from government involvement. 
  This active process has, in turn, been based on the idea that government considers itself to be limited in its scope and ability to deal with the economy
 and that related subjects should as a result be passed to ‘the relevant experts’ for management (Hay 2007).  If we return to Helm’s history of energy policy he notes that:

(c)ompetition and liberalization would, its architects hoped, take energy out of the political arena... Labour shared this vision and hoped that energy would drop off the political agenda.’ (Helm 2003: 386)  
The depoliticisation of energy can largely be considered to have been successful in supporting a market led approach to energy, particularly up until the latter part of the 00s in the UK, not least because, up until this point, there was a distinct lack of public, or indeed, political debate about the need to change energy policy.  More recently public and media debate has tended to revolve around foreign energy relations roundly condemning Russia for nationalising its oil and gas industry (forgetting the role that nationalised energy companies have played in the British economy) but not around possibilities for change to UK energy policy and the role of government in energy (The Times 2006; Financial Times 2006).

3.3 The goal of UK foreign energy policy:

Another long standing and influential idea in Britain has been that of the possibility and desirability of exporting economic policies internationally.  Isiah Berlin considered ‘....  Anglo Saxon liberalism as having a tendency towards monism...’ by which he meant it was a system which inclined towards bringing ‘... others to adhere to the same political or economic approach.’ (Berlin 1977: xix)  This interpretation certainly coincides with tendencies observed in the actions of imperial Great Britain and, arguably, with current notions, as will be analysed in more detail below, of the international applicability of the UK energy policy paradigm.  The idea that Anglo-Saxon, or Western, economic and political paradigms can be exported has been reinforced, since the collapse of the Soviet Union in the 1980s, by the rhetoric of the ‘end of history’ and the related notions that neoliberal economic ideas represent the ‘the only game in town’ (Falk 1997) or the new ‘common sense’ (Watson 2002: 187).  Acceptance of the limited role of the state in energy has reached a position where it has been referred to as having become the ‘conventional wisdom’ in the UK (CEPMLP 2006: 4).  It is within this context that it is easier to understand the active willingness of the UK, under New Labour, to encourage other countries to follow suit, especially Russia given its importance in European energy supply, and this willingness is visible in a number of UK policy documents. 
  The goal of internationalising liberal energy markets finds support from various domestic interest groups, not least among which is the Confederation of British Industry (CBI) which has put forward its request that the Government promote open and competitive markets internationally (House of Commons Report 2007).  The City arguably also has had an understandable interest in the expansion of competitive markets in energy as the role of the financial markets in the oil and gas business has expanded rapidly (CEPMLP 2006: 6).   The International Petroleum Exchange for example, based in London, has established itself as one of the world’s largest futures and options exchanges and, as such, had a vital institutional role to play in supporting a market-based approach to energy.
4. Institutionally embedding the market oriented energy policy paradigm:
We considered in a previous section the notion that historically embedded ideas can be taken as having a greater degree of legitimacy than, say, those that are newer or less established.  New institutionalism, as might be surmised from its name, also has much to say about the role of institutions in embedding ideas over time thus making the ideas harder to change (Jacobsen 1995: 285).  This section of the paper will consider further the specific roles of the DTI/BERR
, and the Foreign and Commonwealth Office (FCO)
, in embedding the market oriented energy paradigm.  One of the theoretical tools which can help unpack these specific roles is based on Adler and Haas’s notion of epistemic communities, which will be applied here in a specifically domestic setting, whereby institutions tend to hire likeminded people (Adler & Haas 1992).  Dieter Helm has observed that when the Conservatives disbanded the Energy Ministry in 1992 it had much to do with deciding which specific people were to be involved in formulating energy policy:

(c)hanging the people was a priority for Thatcher, who had always regarded the ‘one of us’ test as key to getting her economic and political philosophy implemented. (Helm 2003: 76)

By moving responsibility for energy policymaking to the DTI the Conservatives took a crucial step toward making sure that likeminded people remained in charge of energy policy through the formal institutionalisation both of what the ‘nature’ of energy is and what its goals should be.  New Labour, who traditionally might have been inclined to consider a more interventionist approach to energy, made however no initial changes which might undermine the further establishment of the Conservative approach.  The DTI/BERR has had a particular role which is to support the competitiveness of British business and specific ideas about how this should be done
 and it would, as such, be expected hire suitably qualified people.  There has in practice been an observable tendency within the DTI/BERR to hire mainly economists and or statisticians to analyse energy, devise energy policy and advise on energy matters.  Of the three policy units within the energy department of BERR, two of them have hired only economists and or statisticians, while the third is made up of roughly 50% economists and 50% policy analysts. 
  These teams sometimes commission third parties, for example Ernst & Young or Energy Markets Limited, to produce reports such as ‘The Case for Liberalisation’ (Ernst & Young 2006), but as analysis conducted uses similar methodologies it has, so far, largely served to support the path already chosen.  Those hired by DTI/BERR who came from a non-economic background are given formal training in the ‘first principles’ of economics, principles which, it is considered, can then be applied to any department within BERR
.  This understanding that employees trained in this specific way will be qualified to work across any unit of BERR hints at both the degree of acceptance of the neoliberal economic paradigm, and by extension  its relevance to energy, but also to a notion of BERR as a unified entity which operates as a facilitator of the economic paradigm.  
Given the somewhat established nature of the energy paradigm it makes a certain degree of sense that those focusing on domestic energy policy should be involved in problem solving to facilitate the paradigm.  Such an approach could, theoretically, be considered less relevant for those involved in analysing and formulating energy foreign policy and conducting international energy relations.  However, the task of analysing and negotiating energy within the FCO also tends to be allocated to those with economics educations and backgrounds.
   Recent academic analyses of UK foreign policy, not specifically energy, have pointed to an increased role for business in both devising and conducting foreign policy under New Labour, which has, in turn, resulted in a certain level of depletion of traditional diplomatic skills (Williams 2005; Lee 2004).  This, in turn, has particular relevance for UK-Russia energy relations.  This paper puts forward the argument that, through treating energy as a sub-sector of the economy and by handing it over to experts trained in neoliberal economics, that the UK has lost some of its ability to negotiate internationally.   Furthermore the combination of employing those who are unlikely to challenge a policy paradigm, partly because their backgrounds would not tend them towards doing so and partly based on the sometimes implicit nature of policy paradigms (Hall 1993: 279), can reinforce reduced political debate and overt questioning of the paradigm.  The notion touched on above of a somewhat depoliticised energy, where experts are in charge, and the associated reduction in political debate points toward an understanding that the institutions charged with responsibility for domestic and foreign energy policy have been proficient in embedding the energy policy paradigm.
5. Domestic and foreign policy: contradictions emerge:
Having considered the first two areas over which a policy paradigm can have influence, being the nature of energy as understood under New Labour and the primary goal of energy as being competitive liberalised markets, this section will move on to consider the ‘...kinds of instruments that can be used.’ (Hall 1993: 279)  Specifically this section will consider domestic and foreign energy policy, and instruments used, with reference to interview material and policy documentation.  Increasingly contradictions can be observed in both domestic and foreign energy policy between goals of policy and instruments available within the market oriented paradigm.
5.1 Instruments of domestic energy policy: 
With the overall structure of the market oriented energy paradigm already largely established when New Labour came to power in 1997 a new ‘...model for the energy sector gradually emerged based upon spot markets, financial risk spreading and novel business structures.’ (Helm 2003: 3)  Arguably one of the principal instruments, in addition to the role of commodities exchanges touched on above, required for supporting a system within which the scope for market forces could be maximised was a suitable regulatory framework (Helm 2003: 2). 
   On occasion this framework has needed adjustment, for example at the time of the Gas Balancing Alert of 2005 it became clear that the UK did not have enough capacity to store gas and amendments were made to the regulatory framework to allow business to invest more easily in gas storage facilities (Darling 2006).
  However, Helm’s analysis of the policy instruments used by UK energy policymakers concludes that they are lacking in flexibility which he considers worrying considering the contradictions that are appearing as circumstances change.  For example, his primary area of concern was how the UK should progress from an economy based primarily on fossil fuels for its energy sources to one based more on renewable sources and he sees the rigidity of instruments used, combined with the arguabe inconsistency between added goals of low prices and reducing carbon emissions, as being a potential block to progress.  He has pointed to the wasted opportunity which a review of energy policy conducted by the Cabinet Office’s Policy Investigation Unit (PUI) in 2001 represented.  Helm felt that the review could have set out alternative energy policy frameworks but it, instead, concluded that was little need to change the main regulatory and policy arrangements (Helm 2003: 397).  This is partly due to the fact that the methodology employed remained within the set framework, tending towards a ‘problem solving’ solution, and there was no analysis of ‘alternatives’ (Helm 2003: 397).   The resulting report confirmed that the liberalization of energy and the promotion of competition of the 1980s and 1990s should be the ‘cornerstone’ of future energy policy, but it failed to explain how this might be compatible with long-term energy contracts, for gas, or indeed renewables or nuclear.’ (Helm 2003: 396)   In 2002 the DTI repeated this exercise and concluded only that more monitoring of policy should be undertaken, perhaps predictably considering the embeddedness of the energy paradigm.  Despite these contradictions starting to appear the UK has consistently been considered internationally as being a model energy liberaliser.  The International Energy Association (IEA), the prominent intergovernmental organisation for energy, has described the UK as a ‘pioneer’ in energy policy specifically in its continued and active ‘... use of the market to achieve policy goals’ and as such also sees the UK as a ‘model’ for other countries looking to follow suit (IEA 2006: 9).    
5.2 Foreign energy policy and Russia: 
Given its degree of commitment to a market based energy paradigm and given also the external view that the UK is a successful and even ‘model’ liberaliser it comes as little surprise that the aforementioned goal of energy foreign policy has been focused on the internationalisation of the liberal model.  It can be argued that the fall of the Soviet Union and the subsequent prevalence in UK government circles of the ‘end of history’ mentality (Williams 2005) are here interpreted as encouraging UK energy foreign policy in a direction of active engagement, sometimes bi-laterally, but principally through the auspices of the European Union (EU), with Russia and other states on energy market liberalisation.  As Russia was going through its process of privatisation during the 1990s Britain was able to act as advisor and UK oil and gas companies were increasingly keen to invest which ultimately resulting in the UK consistently being the largest foreign investor in Russia (FCO 2009).  The FCO and DTI considered their role not only as advisors but also as supporters of the now considerable vested interests of British business in Russia.  However the renationalisation of energy under Vladimir Putin in the early 2000s and the British perception of these changes have resulted in an increasingly difficult energy relationship for the British to manage.  The UK went from the role of advisor on market liberalisation to one where they were increasingly trying to convince Russia of the, particularly economic, case for liberalisation and to sign the ECT.  Difficulties in negotiation were arguably exacerbated by the above mentioned loss of diplomatic capacity in energy via the process of hiring economists and civil servants with business expertise over diplomats.  In an interview with a member of the UK-Russia Energy Dialogue he reveals his understandable frustration. 
   With the UK seeing energy as a ‘technical issue’ within a set framework and Russia viewing it as a ‘strategic asset’ of overt national significance negotiations end up with each side speaking in different languages based on their particular understanding of energy and its governance.
  Further frustration was revealed from the British side when it became clear that ‘the markets’ were not going to bring Russia back in line after the Yukos affair through the withdrawal of investment.
   Such faith, however, in the ability and willingness of markets to provide the service of bringing ‘rogue’ actors back in line is illustrative of a deep commitment to the core ideas underpinning the market led approach to energy.  Increasingly negotiations end up with agreement only on pursuing narrow issues such as Russia’s ability to increase output productivity by reducing gas flaring (Foreign Affairs Committee 2008: 17) rather than on producing substantive agreement on an international framework for trade and investment.  Energy foreign policy toward the Russian Federation can, like domestic energy policy, be conceived as starting to show contradictions between the goal of policy and instruments available for use within the market based paradigm.
6. The ‘punctuated evolution’ of change?: 
Thus far this paper has constructed a somewhat path dependent understanding of UK energy policy with some recognition of contradictions emerging between policies as implemented and the primary goal of energy policy.  This section will consider more recent evidence of further contradictions emerging, particularly in the understanding of the ‘nature’ of energy.  We return here to Colin Hay’s notion of ‘punctuated evolution’ which considers change as occurring over time as circumstances alter and as contradictions in policy accumulate and start to resemble crisis. Change of a paradigmatic nature would, however, only be deemed possible in the eventuality that these contradictions are overtly perceived as being a result of inadequate policy instruments or goals, a perception which could then require a shift from one paradigm to another (Hay 2001: 204).
6.1 Energy security and emerging contradictions in the understanding of energy:
It could be argued that energy has been experiencing a moment of crisis on a global scale since the end of 2005 which has become a more pressing consideration for UK policymakers since the downturn in production of North Sea Oil and Gas resulted in it becoming a net importer of oil and gas (Darling 2006; Plesch 2004).
  The global crisis has been based on growing concern, particularly among Western nations, about the long-term supply and demand outlook for fossil fuels (Yergin 2006), about peaking and troughing oil and gas prices, on fears of energy terrorism (Baghat 2006) and concern that fossil fuels might run out before renewables present an economically viable alternative (Stanislaw 2006; Helm 2003).  At the informal meeting of EU heads of state at Hampton Court in October 2005, over which the UK presided in its role as EU ‘president’, the issue of ‘energy security’ was formally raised and put on the agenda for discussion (Offerdahl 2007).  In his paper prepared for the conference, the ubiquitous Helm, characterised energy as a sector which is now becoming an issue of national security (Helm 2005: 2).  Helm’s paper specifically refers to an increasing dependence on Russia for supplies of, particularly gas, as a source of threat to the security of EU, and by extension UK, energy supply.  This re-conceptualisation of energy as an issue of national concern could have implications for the previously accepted notion of energy primarily as a sub-sector of the economy in which the state should have little involvement.  It seems, initially however, that the DTI/BERR’s adopted response manages, quite neatly, to square away any contradiction between an emerging notion of energy as a subject for national concern and the pursuing security of supply through market instruments.  Policymakers have posited freely trading, privately managed energy markets as a source, in and of themselves, of energy security (Energy White Paper 2007) in line with the work of Daniel Yergin and other energy liberals on this subject (Yergin 2006 and 2008).  So although the conceptualisation of energy has been showing signs of change in some political circles the institutional answer to the problem of security was initially one contained well within the market oriented energy paradigm.   This kind of initial response can be considered as unsurprising given the degree of depoliticisation of energy which this paper has noted and given the concomitant degree of internalisation of energy by policymakers.  It also fits in well with notions that change can often be coloured and restricted by dominant ideas (Hay 2001; Hall 1993).
6.2 Increasing contradictions in UK energy policy:

This initial neat response from the DTI/BERR, and the FCO, to growing notions of energy as a security issue has not been uniformly reflected, however, in some more recent aspects of energy policy.  Although, as alluded to earlier, there has been no official change to the goals of energy policy, there do seem to be some more interventionist instruments being applied in pursuit of these goals.  With regard to domestic policy a recent article on UK energy security Jenny Bird points towards a greater degree of focus on the idea of re-establishing self sufficiency in energy through a renewed focus on encouraging investment in the renewables sector, increased use of coal
 and a political willingness to keep investing in the North Sea regardless of oil prices
, using the government’s regulatory powers if necessary (Bird 2007: 17).  The idea that the key instrument of UK energy policy, the regulatory framework designed to maximise the role of the market, could be adjusted to encourage otherwise non-economic investment in the North Sea is a potentially significant departure.  This kind of amendment to the regulatory framework is echoed in the rather more controversial episode of Gazprom deciding to drop its bid for Centrica in 2006.  Although there were Russian and UK commentators that pointed to direct UK government involvement in, and to a certain ‘distaste’ for, Gazprom’s take-over bid for Centrica the Financial Times (FT) also ran an article which indicated that Gazprom was informed that if they went ahead with the bid UK legislation would be altered to prevent its success (Eaglesham 2006).  
The need for increased self-sufficiency in domestic energy, and considerations of the way in which this might be achieved, may be surfacing partly in response to the complexities of establishing free markets internationally given Russia’s stance and related fears about energy security.  Russia, and by implication Russian energy, has become subject for the consideration of the Foreign Affairs Committee (FAC) session of 2007-2008 (Foreign Affairs Committee 2008).  This takes energy policy toward Russia, certainly temporarily, out of the depoliticised area of institutionally embedded market oriented energy and puts it back into the realm of more direct political consideration.  The FAC session produced a report entitled ‘Global Security: Russia’ which officially ties Russia more closely to the notion of threat to UK energy security.  It points to a slightly more nuanced approach to energy foreign policy toward Russia in that, while underscoring the UK’s willingness to continue to encourage Russia to liberalise, it also encourages the UK government to take full account of Russian ‘geopolitical sensitivities’ which UK, and EU, foreign energy policy might run counter to
 through seeking ‘...greater integration of sectoral and foreign policy considerations’ (Foreign Affairs Committee 2008: 16).  Lastly, in terms of signs of policy-making that runs counter to the liberal energy policy paradigm, the UK-Russia Energy Forum has now included, as one of its four key objectives, ‘mutual conditions for investment’ (Foreign Affairs Committee 2008: 16).  This objective could refer to a move away from UK openness to foreign investment from Russia, see the Gazprom/Centrica affair, more in line with current Russian policy toward foreign investment in its energy sector, as much as it could represent an inference that Russia should open up more to and provide increased transparency for foreign investment.
  The increased involvement from other parts of the state apparatus in energy point to more contradictions emerging this time between the notion of energy as a security issue requiring national co-ordination and instruments available under a market oriented paradigm.  The CEPMLP report puts it succinctly:

The legacy of privatisation and deregulation and related pro-competitive measures is that... a relative non-interventionist role for government has become conventional wisdom.  To the extent that energy security requires a ‘big government’ role, it challenges the assumptions of that new orthodoxy.’  (CEPMLP 2006: 4)
Conclusion: 
There have been further, very recent, institutional changes which effect energy and which are included in this concluding section, almost as a postscript, as it is far too early to tell what effect these changes might have on the accepted energy paradigm.  At the end of 2008, responsibility for energy policy was taken out of BERR and placed in a new institution called the Department for Energy and Climate Change (DECC).  The new institution combines the Climate Change Group with the same units which worked on energy policy within BERR.  In an interview with a senior member of the international energy strategy unit the hope was expressed that energy should continue to be approached in the same way as it was under BERR
 signifying in practice some of the impact of the institutionalisation of the energy paradigm.  This new department reports directly into the newly appointed Secretary of State for Energy and Climate Change, Ed Miliband, which places energy back at one less remove from the state and potentially reverses some of the depoliticisation that we have seen under the Conservatives and New Labour.  It is too early to tell where this new institution might take energy policy in the future, but the Government’s plan for energy policy still has among its four overriding objectives

‘...promoting competitive markets in the UK and beyond...’ and ‘…working to high standards of economic and analytic rigour…’ (Cabinet Office 2008: 2).
This paper has pointed to the dominance of a certain set of core ideas over UK energy policymaking under New Labour.  The energy paradigm was chosen and formulated by the Conservative Government and was then accepted and maintained under New Labour partly due to the degree to which the core ideas where historically embedded and therefore credible and partly through the process of further institutional embedding the market oriented paradigm.  Clearly, however, the dominance of one set did not involve the disappearance of previously dominant ideas, such as of energy as a national security issue or of the idea that a predominantly market-oriented approach may not be sufficient to provide stable supply of energy to the UK.  Changes observable so far seem to have been influenced by the previously discredited policy paradigm based around notions of self-sufficiency, energy as a national good and a higher degree of state involvement.  Contradictions have emerged over time particularly between the UK’s goals of reducing carbon emissions and keeping energy prices low as well as, particularly significantly, between re-emerging notions of energy as a security issue and pursuit of security principally via market instruments.  It is currently unclear whether or not the very recently observable increased level of state involvement in energy is evidence of an overt political perception that previous policy goals and instruments are failing and that change of paradigmatic proportions is necessary. When Thomas Kuhn put forward his notion of scientific paradigms, upon which Hall’s policy paradigm theory is based, he envisaged that two competing paradigms could not continue to co-exist in the long term as one would win out over the other through a shift in the weight of evidence to the new paradigm (Kuhn 1962).  Looked at in such a light UK energy seems as if it is caught between two energy paradigms, one underpinned by a notion of energy as a sub-sector of the economy with the market providing supplies and the other by the notion of energy as a national security issue potentially implying a greater role for the state.  It remains to be seen whether or not the weight of evidence will indeed shift one way or the other or whether a third way will be formulated incorporating elements of each paradigm.
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� Energy, for the purposes of this paper, is more focused on fossil fuels than it is on energy derived from renewable sources.


� For an excellent synopsis of this see the chapter on energy in Susan Strange’s book ‘States and Markets’ (Strange 1988)


� This might, in part, be because the 1990s saw a certain degree of movement on Russia’s part toward a more liberal energy system.


� After coal in the nineteenth century, oil became the primary input for the production of various forms of energy;


� Susan Strange’s chapter on energy in her book States and Markets suggests that multi-national companies, the Seven Sisters, were, for a time, the most important authorities in the politics and economics of oil.


� Painter cites US (and British) involvement in the replacement of Mossadeq in Iran with a regime ‘...willing to reach an oil settlement on Western terms...’ as a key example (Painter 1997: 10).


� I.E. ‘Problem solving assumes the functional coherence of existing phenomena...’ (Sinclair 1996: 6)


� The ‘should not’ is often reserved for work that refers to the re-nationalisation of Russian oil and gas over the last years (Ahrend and Thompson 2004; Considine and Kerr 2002).


� However, with the growing academic and political consensus that the UK economy needs to become more ecologically progressive there has been quite a flurry of very recent work on renewable policy.


� This attempt is, in turn, inspired by Polanyi’s great break with tradition when he described ‘laissez-faire’ not as a natural but deeply political process in that the state chose to enforce it (Polanyi 1944: 139).


� In November 2008 the new Department for Energy and Climate Change (DECC) was formed.


� His analysis specifically looks at the different ways in which certain developed countries (the US, Great Britain, Japan, West Germany, Italy and France) reacted to the energy crisis of 1973/4 (Katzenstein 1978: 295)


� Colin Hay’s book ‘Why we Hate Politics’ focuses on the depoliticisation of the management of capital but here depoliticisation is extended to energy in its position as sub-sector of the economy. 


� Nigel Lawson, as energy minister, publically considered the government to have limited capacity to manage the economy (Helm 2003)


� A stated aim of the FCO’s ‘Energy Strategy’ of 2004, the Joint Energy Security of Supply group’s working paper of 2006, and the UK government Energy White Paper of 2007 is a commitment to actively promoting liberal energy markets, and related ‘best practice’, internationally particularly in Europe and Russia mainly via multilateral channels.  


� In 2007 the Department of Trade and Industry (DTI) became the department for Business, Enterprise and Regulatory Reform (BERR).  This paper will hereafter refer to the institution as DTI/BERR.


� The FCO advises the DTI on foreign energy policy and provides analysis. The UK embassy in Moscow helps to facilitate the UK-Russia Energy Dialogue.


� A glance at the DTI’s website earlier last year would give a clear indication of its motivations which are to ‘(d)eliver free and fair markets, with greater competition, for businesses, consumers and employees.’ (DTI 2008: 15)


� Visit � HYPERLINK "http://www.berr-ec.com/CGIBIN/priamlnk.cgi?MP=CATSER^GINT65&CNO=1&CAT=%27228%27" �http://www.berr-ec.com/CGIBIN/priamlnk.cgi?MP=CATSER^GINT65&CNO=1&CAT=%27228%27� for examples of research produced by these teams.


� Information gleaned from an interview with a senior member of the ‘Strategic Analysis’ team for energy at BERR in December 2008 and from a previous interview in January 2008.


� As observed during two interviews with FCO officials in London and Moscow 2007 and 2008 – the FCO are required to give ‘policy relevant’ but ‘policy neutral’ advice to policymakers across the UK government;


� Information gleaned from an interview with a senior policy adviser on Russia and the Ukraine in BERR’s ‘Energy Strategy and International Unit’ in January 2008.


� The 2006 CEPMLP report on UK energy holds that the UK’s lack of storage capacity was a direct outcome of the decision to leave supply of energy to private enterprise and the market (CEPMLP 2006: 6).


� The UK-Russia Energy Dialogue was set up in 2007 to ‘supplement’ the EU-Russia Dialogue which London felt was not making enough headway.


� Interview conducted at British Embassy, Moscow, September 2008.


� Interview conducted with a member of the FCO energy analysis team, London, January 2008.


� Alistair Darling, the UK Minister for Trade and Industry in 2007, expected that the UK will have to import between 80% and 90% of its gas needs by 2020.  Gas in turn was expected to supply up to 80% of the UK’s electricity needs.


� Which in turn is based on the economic viability of ‘clean’ technologies such as Carbon Capture and Storage (CCS) which even the strongest supporters consider to be years away (The Economist 2008).


� See the new Enhanced oil recovery (EOR) programme proposed by Government (Energy White Paper 2007).


� Particularly in terms of the UK’s direct encouragement of more competition from Central Asian energy sources (FAC 2008: 16).


� The EU Commission is considering a proposal to prohibit non-EU companies from controlling EU transmission systems.  The Foreign Affairs Committee clearly comprehend the potential implications of adopting such a proposal for future prospects for Russian compliance with liberal and transparent principles in the energy sector (FAC 2008: 17).


� Interview December 2008 at BERR’s offices – the team had not yet moved to their new location;





