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CHAPTER 1
INTRODUCTION
In the last decades the European Union (EU) electricity sector has undergone multiple
radical transformations, driven largely by EU deregulation and privatization policies
and by the rise in societal concerns about electric utilities’ economic, societal and
environmental sustainability. These key phenomena have critically affected both the
sector's structure and the core activities of its major constituent firms and they have
been so unsettling that recently the very survival of the big European electric
incumbents, for years considered examples of solid and stable businesses, has started
to be questioned (Postma, 2016).
In the 1990s, a process of deregulation and privatization of the EU electricity sector
was started, reflecting the “global diffusion of […] ‘neoliberal’ policies” (Zelner et al.,
2009: 382). The complexity of this crucial shift has been increased by the
heterogeneity of its implementation across EU countries (Eurostat, 2012), as a number
of EU governments have attempted to retain some control over this sector they
consider politically salient and ‘nationally strategic’ (Musacchio et al., 2015). This is
epitomized by the presence of electric utilities that are still partially state-owned
(Bruton et al., 2015; Musacchio et al., 2015), like EDF whose share capital was 84.9%
owned by the French government as of 31 December 2015 (EDF, n.d.). However,
although unevenly adopted, the deregulation process indeed engendered a reduction
in the allowed state support to electric utilities across the EU member states and the
emergence of new competitors in all national markets. The deregulation of the sector,
together with the related policy process promoting a single European energy market,
has encouraged electric incumbents to expand into foreign (European) markets,
further confronting them with higher complexity, especially related to the need to
manage (EU member) country-specific state-market relationships.
While experiencing deregulation, electric utilities have also been confronted with the
rise of societal demands about the sustainability of their operations. Indeed, until the
1990s sustainable development issues either were addressed without too much
discussion through monopoly and public ownership, like security of supply (E.ON,
2003), or received limited attention, as in the case of climate change. In the last two
decades instead, with the rise in global concerns about climate change and with
liberalization and privatization processes, electric utilities have been confronted with
sustainable development demands of increasing number and intensity. The
compliance with regulations, norms and values related to economic, social and
1

environmental sustainability has thus become a critical requirement for power
generation and supply. The complexity for electric utilities of attaining these goals at
the same time has been emphasized by the expression ‘energy trilemma’, adopted by
World Energy Council (2013) with reference to the three objectives of environmental
sustainability, security of supply and energy affordability.
As regards the first dimension of environmental sustainability, the increasing concerns
with regard to climate change have driven the launch of measures, e.g. the EU
Emission Trading Scheme and national support mechanisms for renewable energies,
which have had major consequences for electric utilities. First, they changed the
legitimate technologies for electricity generation, imposing the transition from fossil
fuels to renewable energies. Second, they contributed to the diffusion of distributed
generation, with customers starting to produce electricity themselves. The fact that in
2012, 46% of renewable generation capacity in Germany was owned by ‘private
citizens and farmers’, and only 5% by the four major electric utilities (Agora
Energiewende, 2015), signals the relevance of this transformation. Third, the rise of
energy produced from renewable energies caused a fall in electricity prices and the
consequent unprofitability of keeping in operation conventional power plants owned
by electric utilities. Economic sustainability, especially with respect to security of
electricity supply, has also raised increasing concerns, in particular related to the
intermittent nature of renewable energies and to the need to maintain in operation
conventional plants in order to guarantee a stable and continuous electricity supply.
The relevance of the controversy regarding security of supply is epitomized by the
discussion, at national and EU levels (e.g. BMWi, 2015; Eurelectric, 2015; European
Commission, 2016), on remunerating electric incumbents for keeping in operation
their unprofitable conventional plants when necessary. In addition, electric utilities
have been confronted with pressures for social sustainability. Demands have been
formulated in particular with regards to energy affordability, due to the energy poverty
affecting around 54 million European citizens (European Commission, 2015a).
Noteworthy is the proposal to ‘freeze’ electricity bills, made by the Labour leader Ed
Miliband in 2015, in order to address the ‘chronic overcharging’ imposed by electric
utilities in the UK (Wintour and Perraudin, 2015).
The assessment of the three sustainability dimensions has been affected by events in
the external environment of the European electric utilities. For example, the
Fukushima nuclear disaster that occurred in 2011 contributed to an increase in the
complexity faced by European electric utilities, by rekindling worries about the
legitimacy of nuclear energy as socially and environmentally sustainable energy
source. Electric utilities operating nuclear plants were confronted with complexity
arising from the differentiated responses to the Fukushima disaster across EU member
2

countries, ranging from the anticipated phase-out of nuclear energy in Germany, to
the decision to reduce the national reliance on this energy source in France and the
confirmation of nuclear projects in the UK.
'Institutions', i.e. the “regulative, normative and cultural-cognitive elements that,
together with associated activities and resources, provide stability and meaning to
social life” (Scott, 2014: 56), have played a significant role in the transformations that
have challenged the structure, the practices and, lately, the very existence of
incumbent European electricity utilities. Given the political saliency of the electricity
sector, particularly regulative measures have been critical in shaping electric utilities’
behaviour, as exemplified by the effects of deregulation- and privatization-related
rules, sanctions for polluting power installations, imposition of nuclear plants’
shutdown, inducements to renewables and incentives to conventional plants ensuring
baseload capacity. Regulative measures have been complemented and affected by the
dominant norms and values and societal debates in the various EU countries, regarding
for instance what degree of government intervention is acceptable and what energy
source seems most legitimate and appropriate. For example, the fact that “opposition
to nuclear energy has a long and deep-rooted history in Germany” (Patriotta et al.
2011: 1812), had a strong impact on the decisions taken by the German government
after the Fukushima disaster.
The multiple and heterogeneous institutional pressures on the electricity sector, within
and across EU countries, makes it a particularly valuable research setting for exploring
how firms manage sustainability-related institutional complexity within and/or across
national organizational fields. Although “the complexity of institutional processes and
their influence on organizational behaviour has been implicit within the institutional
perspective since Meyer and Rowan […] (1977)” (Greenwood et al., 2011: 320), only
recently have scholars started exploring the implications of multiple conflicting
institutional demands for firms and their responses to them (Greenwood et al., 2011).
While relevant advancements have been made for the understanding of institutional
complexity (e.g. Greenwood et al., 2010; Lee and Lounsbury, 2015; Purdy and Gray,
2009), still key areas have been left unexplored and this dissertation aims to shed light
on some of them.
The dissertation has been inspired by calls for the development of ‘phenomenonbased research’ (Doh, 2015) and ‘problem-driven research’ (Davis and Marquis, 2005).
Doh (2015: 609) sees phenomenon-based research as “any research that takes as a
principal focus the ability to accurately and insightfully inform a real-world
phenomenon or phenomena”. Davis and Marquis (2005: 340) consider problem-driven
research to be research that “make[s] sense of more or less singular historical
3

occurrences in institutional fields” and “create[s] an understanding of how historical
shifts in economy and society have their impact on the ground”. These calls share the
strong importance assigned to key transformations, events and dynamics occurring ‘in
the real world’ as the focus of management research. Exploring whether and to what
extent existing theoretical frameworks and constructs ‘inform that reality’ (Doh, 2015)
allows at the same time to advance management literature and to increase the
understanding of crucial contemporary events. The empirical studies presented in
chapters 4 and 5 and the conceptual study in chapter 6 adopt this approach, by
examining sustainability-related transformations, disruptive events and/or shifts that
affected the electricity sector in the last decade through an institutional perspective.
This approach aims to attain three objectives. First, it helps advance institutional
theory and improve its explanatory power with regards to the institutional complexity
firms have been experiencing. It also provides a contribution to corporate
sustainability literature, by developing insights on sustainability-related complexity.
Second, it provides insights into these real-world phenomena and contributes to
research on the electricity sector. Third, given the societal relevance of the topics
addressed, it aims to inform policy-makers and/or practitioners in the electricity field.
In order to reach these three objectives, it was considered necessary to conduct a
review of the research on the electricity sector published in management journals.
Initially only one chapter was planned to be dedicated to this review of extant research
on the electricity sector. Yet, from the analysis of the collected literature two
perspectives, i.e. a sustainable development perspective and an institutional
perspective, emerged as adopted alternatively or in combination by a significant
number of studies. Given the subject of this dissertation, it was then considered
relevant to dedicate not only one but two chapters, i.e. chapter 2 and 3, to the review
of the research on the electricity sector, each focusing on one of the two perspectives.
The chapters in this dissertation
Chapter 2 comprises the review of the management literature investigating
sustainable development in the electricity sector. The chapter illustrates and discusses
the key characteristics of this research stream by adopting three main lenses. The first
lens examines the types of sustainable development issues addressed by extant
literature. The reviewed studies encompass diverse environmental, social and
economic sustainability issues, signalling the multifaceted nature of the sustainable
development challenge faced by electric utilities. Among the three main sustainable
development-related principles environmental sustainability raised the most scholarly
interest. The increased societal concern in the last decade over climate change seems
to be the driver for the rise in the number of studies published since 2005. The review
4

also reveals the limited attention assigned to relationships and tensions between
different sustainability issues experienced by electric utilities. The second lens adopts a
new industry emergence and technological system perspective. This allows a set of
studies to be reviewed, which in keeping with the interest in environmental
sustainability, focus on the rise of new, greener, technologies for electricity
production. Scholarly attention given to these phenomena signals the significant
sustainability-related transformations undergone by the electricity sector. The third
and final lens focuses on electric incumbents’ responses to sustainable development
demands. Extant research depicts incumbent electric utilities as adopting a wide array
of responses, ranging from reactive, through defensive and accommodative, to
proactive. Among the multiple drivers of these different responses, market-based
coordination or ‘deregulation’ stands out as a relevant but also controversial factor,
determining alternatively more or less sustainable behaviours. While extant research
has provided an extensive picture of sustainable development in the electricity sector,
the literature review highlights relevant unexplored areas, which have inspired the
studies presented in chapters 4, 5 and 6. These comprise: 1) a cross-country
perspective to electric incumbents’ responses to sustainable development challenges,
2) the evolution of electric incumbents’ responses to tensions between sustainable
development issues and 3) the nexus of the market, state and sustainable
development.
Chapter 3 subsequently presents and discusses the key features of the management
research focusing on the electricity sector and institutions. The literature reviewed
highlights the critical role played by institutions and institutional change in different
aspects of electric utilities’ ongoing activities. In particular, three key lenses are
adopted to conduct the literature review. First, the institutional agents, i.e. the actors
engaged in creating, maintaining or disrupting the institutions targeting the electricity
sector, are analysed by examining their goals and the type of agency adopted. The
review shows the attention assigned by extant research to three types of actors:
governments, business actors and the civil society. Government’s agency related to
deregulation and sustainable development emerges as a significant interest of
scholars. The second lens is represented by the ‘institutional consequences’ (Scott,
2014) identified by the reviewed studies. The literature depicts the impact of three
main types of institutions: deregulation, sustainability-related institutional pressures
and national institutional arrangements. In particular, scholars describe varied effects
of deregulation on the electricity sector’s structure and constituency and on the
strategies of electric incumbents and new entrants. National institutional
arrangements’ impact on the international investments of electric utilities is also
highlighted. Third, the ‘institutional processes’ (Scott, 2014) investigated with regards
5

to the electricity sector are assessed. Institutional processes involving deregulation
and, more widely, the relationship between state- and market-based coordination,
those focusing on the institutionalization of new sectors and sustainable developmentrelated (de)institutionalization processes have raised the most interest among
scholars. The literature reviewed in chapter 3, similarly to the one examined in chapter
2, provides a comprehensive picture of the crucial role played by institutions in the
electricity sector. However, two overlooked research topics are identified and
considered crucial for understanding the relationship between institutions and the
electricity sector. These topics, which will be addressed in the following chapters are:
1) national and cross-national institutions, and 2) the interaction between the three
institutions of state, market and sustainable development.
The two literature review chapters are followed by two empirical studies, included in
chapter 4 and 5, and a conceptual study, presented in chapter 6.
1

Chapter 4 presents the first study research of the dissertation. In keeping with the
approach illustrated in the previous paragraphs, it aims to provide insights into MNEs’
responses to the institutional complexity faced across national organizational fields,
while, at the same time, shedding light on key underexplored areas of the literature on
institutions and sustainable development in the electricity sector. Scholars have
argued that isomorphism, a core concept in institutional theory, cannot be applied to
MNEs as they are embedded in multiple institutional environments and they tend to
engage in actively changing institutions instead of passively adapting to them (Kostova
et al., 2008). The challenge posed by MNEs to isomorphism is particularly critical
during institutional change processes, often triggered by disruptive events. This study
thus explores how the patterns of multiply-embedded MNEs’ responses to
deinstitutionalization after a disruptive event challenge the concept of isomorphism. A
multiple case study design is adopted, with a specific type of European electric utilities,
i.e. those involved in nuclear energy, as units of analysis. The chapter explores nuclear
energy firms’ responses to different deinstitutionalization processes in the French,
German and the United Kingdom organizational fields for nuclear energy before and
after the 2011 Fukushima nuclear disaster. The Fukushima nuclear accident is a
disruptive event with a different impact on the national nuclear energy fields in the
three focal countries, each having a unique constellation of nuclear MNEs and countryspecific market-state relationship. The findings indicate the limits of the current
‘monolithic’ conceptualization of isomorphism and suggest new categories of
isomorphism, which integrate the institutional complexity MNEs experience and MNEs’

1
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active agency. These are inter-country isomorphism, intra-country isomorphism and
isomorphic agency. The study also contributes to the literature on institutions and the
electricity sector, by providing insights on the impact of national institutional
configurations’ heterogeneity on the behaviour of electric MNEs. Finally, by focusing
on countries with different dominant views of nuclear energy’s legitimacy as
sustainable energy source, it signals how electric firms tackle the misalignment of
sustainability-related institutional demands across countries. The study also highlights
other dynamics that we consider deserve further investigation and will thus be
addressed in chapter 5 and 6.
Chapter 5 presents the second empirical study of the dissertation and is inspired by
previous chapters. In particular, as shown in chapter 2, electric utilities have been
facing multiple, and in some cases conflicting, sustainable development-related
demands. Chapter 4 has signalled that the deinstitutionalization of nuclear energy has
been strongly intertwined with multiple institutional processes involving other energy
sources in the last years. In addition, it has indicated that these processes were based
on the framing of the energy sources as economically, socially and/or environmentally
sustainable. These phenomena can only to a limited extent be informed by extant
theoretical frameworks and constructs. Although the literature on firms’ responses to
multiple, conflicting sustainability-related demands is growing, limited attention has
been given to the conceptualization of the multiple sustainable development beliefs
and values firms face and embrace. Also, the dynamics in firms’ adoption of these
different sustainable development principles during strategic change processes, driven
by shifts in the business environment, have been overlooked. The study thus firstly
integrates the corporate sustainability and the institutional logics literature by
conceptualizing a compound and multifaceted sustainable development logic both in
terms of ‘beliefs’ and ‘material practices’ (Thornton and Ocasio, 1999). The sustainable
development logic is constructed as composed of three sub-logics i.e. the
environmental, social and economic sustainability logics. Then the sustainable
development logic concept is employed to explore how firms respond to sustainabilityrelated institutional complexity during a strategic change process driven by external
transformations. This question is investigated through a single case study research
design, examining longitudinally the German electric utility multinational E.ON from
June 2000, the date of its foundation, to December 2015. The study analyses whether
and how E.ON addressed each sustainable development sub-logic both in terms of
values and in terms of practices and what relationship, if any, the company established
between the three logics over time. The findings from the E.ON case allow a process
model to be developed, that is composed of three main stages, each comprising a
different type of response to SD-related institutional complexity.
7

Chapter 6 is a conceptual study which draws from key phenomena regarding
deregulation and sustainable development emerging in the previous chapters and
from additional evidence gathered from the media, electric utilities and government
sources. On the one hand, as illustrated in chapter 3, the electric field has been
undergoing a deregulation and privatization process, which has been
‘metamorphosing’ (Delmas et al., 2007) the industry. Yet, the results of the study
presented in chapter 4 have indicated a still present complexity related to state
intervention in the European electricity sector, with heterogeneous state-market
relationship across countries. On the other hand, as signalled by the previous chapters,
sustainable development concerns related to electricity generation and supply have
increased in the last two decades, in particular in the EU. Given the ongoing shift from
state- to market-based coordination, debates have arisen, in EU member countries, on
whether a deregulated electricity sector would be able to tackle environmental,
economic and social sustainability issues or, instead, whether only government
intervention could allow these problems to be addressed (e.g. E.ON, 2003; Eurelectric,
2008; Policy Exchange, 2015). These occurrences in the European electric field have
been used as an illustration to explore, more widely, the complexity enacted by the
irruption of the sustainable development logic in a deregulating organizational field
and the processes unfolding from this. From the identification of these dynamics, four
main state-market-sustainable development logic configurations have emerged, which
have provided the basis for a discussion of the interaction between state, market and
sustainable development logics in three key contexts. First, the application of statemarket-sustainable development configurations to fields where state-owned
enterprises operate is addressed. A second involves the interactions between market,
state and sustainable development logics in a field which is experiencing intrainstitutional complexity, due to the compound nature of sustainable development that
has been highlighted in chapter 5. Third, the application of the state-marketsustainable development configurations in the context of the relationship between
different organizational fields is examined.
Chapter 7 presents the conclusions of this dissertation. This concluding chapter
provides an overview of the dissertation and of its main contributions to institutional
theory, to the study of the electricity sector and in terms of societal relevance. While
the dissertation provides insights on several topics, a number of relevant topics have
not been covered. Chapter 7 thus notes the limitations of the dissertation and the
areas considered highly promising for further research from both an academic point of
view and for reasons of societal relevance.
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CHAPTER 2
THE ELECTRICITY SECTOR AND SUSTAINABLE DEVELOPMENT:
A LITERATURE REVIEW
2.1. INTRODUCTION
Sustainable development, defined as “development that meets the needs of the
present without compromising the ability of future generations to meet their own
needs” (World Commission on Environment and Development (WCED), 1987: 43) has
become a relevant topic in an increasing number of fields of human activity. In the last
decades, numerous and diverse actors at national and international levels have
highlighted the need for a more sustainable electricity generation and supply (e.g.
Elysée, 2012a; European Commission, 2011; World Energy Council, 2013). Carbon
Dioxide (CO2) emission reduction, energy affordability, security of supply and nuclear
safety are among the major sustainable development issues that have raised
widespread debates and regulatory interventions in the electricity sector. In this
context, the incumbent firms in the electricity sector have adopted a varied and
changing set of actions over the years and have been challenged by the emergence
and diffusion of new, more sustainable electricity producers. As sustainable
development has been exerting an increasingly crucial impact on the life of electric
utilities, it is particularly relevant to explore how management research has addressed
sustainable development in the electricity sector. This chapter thus examines research
conducted on this topic in the last twenty years (1994-2014) (Chapter 3 does the same
but focused on the institutional dimensions).
Three main lenses have been adopted to review this literature. First, as the attainment
of sustainable development requires the fulfilment of three principles (i.e.
environmental sustainability, social sustainability and economic sustainability) (Bansal,
2005), we have analysed which principles and which issues within each sustainable
development principle the literature has addressed. Second, since the electricity sector
has experienced the emergence of novel, greener technologies, sub-sectors and power
producers, we have examined the literature adopting an industry emergence or a
technological system perspective to the analysis of the electricity sector’ sustainability.
Third, since electricity incumbents are the most affected by pressures for more
sustainable practices, we have reviewed the literature focusing on their approaches to
sustainable development, by identifying the range of responses and their drivers
illustrated in the studies.
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The literature reviewed shows scholarly interest for multiple sustainable developmentrelated issues in relation to the electricity sector. Nevertheless, key gaps still persist, in
particular as regards a cross-country perspective to incumbents’ approach to
sustainable development, a longitudinal view of incumbents’ responses to multiple
and heterogeneous sustainability-related demands and, finally, the interaction
between market, state and sustainable development. These topics are discussed in
section 2.5. of this chapter and will be explored further in chapters 4, 5 and 6 of the
dissertation.

2.2. METHODOLOGY
The selection of papers suitable to be included in a literature review on the electricity
sector and sustainable development followed four main stages.
First, the selection of the journal outlets was conducted. Twenty-five major peerreviewed strategy, general management, and international business, drawing on the
ABS (Association of Business Schools) 2010 ranking and the FT 2012 research rank,
were selected (see Table 2.1), as well as the main business ethics journal (Journal of
Business Ethics) and business strategy and sustainability journal (Business Strategy and
the Environment). In addition, two top business history journals (Business History
Review and Economic History Review) and two top entrepreneurship journals
(Entrepreneurship Theory and Practice and Journal of Business Venturing) were
included among the selected journal outlets, in order to capture other potentially
relevant papers. While this selection obviously has limitations, the set was regarded as
providing a good overview of main debates on the topic as conducted by business and
management scholars.
Then the timeframe, on which to focus the article search, was defined. As the research
was conducted in 2015, a twenty-year period, from 1994 to 2014, was considered a
suitable period to explore the evolution of the management literature on the
electricity sector and sustainable development. Due to limited access to databases or
the publication of a journal starting at a later date, for eight journals it was not
possible to collect papers starting in 1994 and the search thus was conducted from the
first available year (see Table 2.1). Four studies, i.e. Kim and Lyon (2015), MirasRodríguez et al. (2015), Pacheco and Dean (2015) and Poisson-de Haro and Bitektine
(2015), whose first version, in an early online view, was indicated with the year 2014
but were later included in a 2015 issue, were kept among the collected papers.
Subsequently, a set of keywords for the search of potentially relevant articles was
established. The keywords selected were based on the terms mostly used by
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practitioners and scholars to refer to the electricity sector and firms, they were:
electric/electricity, utility/utilities and energy.
Journal outlets
Searched timeframe
Academy of Management Journal
1994-2014
Academy of Management Review
1994-2014
Academy of Management Perspectives
2006*-2014
Administrative Science Quarterly
1994-2014
British Journal of Management
1994-2014
Business and Society
1999*-2014
Business History Review
1994-2014
Business Strategy and the Environment
1996*-2014
California Management Review
1994-2014
Economic History Review
1994-2014
Entrepreneurship Theory and Practice
1994-2014
European Management Journal
1994-2014
Global Strategy Journal
2011*-2014
International Business Review
1994-2014
Journal of Business Ethics
1994-2014
Journal of Business Venturing
1994-2014
Journal of International Business Studies
1994-2014
Journal of International Management
1998*-2014
Journal of Management
1994-2014
Journal of Management Inquiry
1999*-2014
Journal of Management Studies
1994-2014
Journal of Operations Management
1994-2014
Journal of World Business
1997*-2014
Long Range Planning
1994-2014
Management International Review
1994-2014
Management Science
1994-2014
Organization Science
1994-2014
Organization Studies
1994-2014
Research Policy
1994-2014
Strategic Management Journal
1994-2014
Strategic Organization
2003*-2014
Table 2.1: Overview of the journal outlets and searched timeframe
* available only from this year in the University of Amsterdam journal database or publication of the journal
only started from this year.

Once the articles were collected using the keywords, they underwent an additional
selection process, in order to retain only the most relevant papers for this literature
review. For this purpose, the articles were examined to verify whether they fulfilled
three main criteria.
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1.

As the core feature of the electricity sector is electricity generation and
distribution, the articles needed to focus on actors producing and/or
distributing or aiming to produce and/or distribute electricity. As a
consequence, papers focusing on other actors, e.g. oil and gas companies or
manufacturers of energy technologies or with an uncertain focus, were
excluded.
2. The articles needed to focus only on the electricity sector. As the literature
review aims to examine the research interest raised by the electricity sector
among scholars, articles mixing electric firms with firms from other sectors do
not signal a motivation specifically for the focal sector of this study.
Therefore, articles mentioning the electricity sector only as an example
among others or using electric firms within a sample including companies
from other sectors were excluded.
3. Since this study focuses on reviewing the literature on the electricity sector
and sustainability, the articles needed to address topics involving
environmental, social and/or economic sustainability issues, in keeping with
Bansal (2005)’s definition reported in Table 2.2 (see section 2.4 for more
details).
A total of 41 articles published in 15 journals fulfilled the criteria and were selected for
the literature review. Once the general characteristics in terms of journals they
belonged to, year of publication, and geographic focus were assessed and all the
articles were read fully multiple times in order to be examined through the three
lenses presented in section 2.4.

2.3. GENERAL CHARACTERISTICS OF THE RESEARCH PUBLISHED IN
MAIN ACADEMIC JOURNALS
2.3.1. Journal outlets
The studies selected for this literature review have been published in a range of
different management journals (see Figure 2.1). Among them, Business Strategy and
the Environment, with eight papers, has published the highest number of studies on
the electricity sector and sustainability. If this does not appear to be very surprising, it
is nevertheless interesting when compared with the number of studies, only three,
selected from the Journal of Business Ethics, given its focus on business-related “action
aimed at securing a good life” (Journal of Business Ethics, n.d.). This highlights, as
explored in more detail in section 2.4.1, that among the three main sustainable
development-related principles, environmental sustainability receives the most
attention in research on the electricity sector. Interestingly Strategic Management
Journal and Research Policy rank the highest after Business Strategy and the
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Environment. This indicates, on one side, the critical role of sustainability in electric
utilities’ strategic management and, on the other side, the close relationship between
sustainability and technological innovation in the electricity sector.

Figure 2.1: Number of articles per journal outlet

Similar to what emerged regarding the literature on institutions and the electricity
sector, a very limited number of studies, two, have been published in international
management journals, i.e. Journal of World Business and Journal of International
Business Studies. The scant adoption of an international business perspective to the
study of electric firms and sustainability is, as discussed in section 2.3.3., a relevant gap
that needs to be addressed. Indeed while electric utilities operating internationally
face the same or similar sustainability issues, e.g. climate change, they are also
confronted with the heterogeneous approaches adopted by national actors to deal
with these challenges. This raises questions on multinational electric utilities’
responses to the same sustainable development issue in the different environments in
which they operate.

2.3.2. Chronology of research
Regarding the publication of studies on sustainability and the electricity sector over
the last 20 years, Figure 2.2 shows a limited interest in this topic until 2005 and a
higher publication of studies in the last eight years, with ‘peaks’ in 2007 and,
particularly, in 2014. However, as shown by García-Marzà et al. (1999), Marcus and
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Geffen (1998), Olerup (1999) and others, sustainable development was also a relevant
topic for the electricity sector in the 1990s.
The increased interest in the last decade might be explained by the rising concern over
climate change in this period, epitomized by the entry into force of the Kyoto Protocol
in 2005. The last years have indeed given researchers the opportunity to explore
electric utilities’ commitments to responding to climate change. This seems to be
supported by the fact that, among the eight studies published in 2014, six address
sustainability in the electricity sector by focusing on renewables and/or CO 2 emissions.

Figure 2.2: Chronology of research
Note: For the year 2014 also Kim and Lyon (2015), Miras-Rodríguez et al. (2015), Pacheco and Dean (2015)
and Poisson-de Haro and Bitektine (2015) are counted as in the first accepted versions of the articles online
2014 was indicated as year.

2.3.3. Geographic focus
Several sustainable development issues, such as climate change, have in the last
decades become increasingly ‘global’ in nature. Yet, differences still persist across
countries and regions in the way in which specific sustainable development issues are
addressed (Weinhofer and Hoffmann, 2010). It is therefore particularly important to
examine the geographic focus of extant management literature on electric utilities and
sustainable development. In particular it is interesting to identify first, which countries
have been the subject of investigation and if some regions or countries have been
preferred by extant studies, and second, whether the focus has mainly been on one
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country or, instead, if multiple countries have been explored and/or compared in the
same study.
As shown by Figure 2.3, research addressing sustainability in the electricity sector
focuses mainly on specific European countries and the US, with very limited
exceptions, represented by the studies of Griffiths et al. (2007) on Australia, Nebus and
Rufin (2010) on the Dominican Republic (although in connection with Spain) and by
research which has used, as sample, electric utilities from multiple countries (Kolk et
al., 2014; Weinhofer and Hoffmann, 2010; Miras-Rodriguez et al., 2015).

Figure 2.3: Geographic focus

While the justifications provided for the choice of the US have in general been limited,
some reference has been made to sustainable development-related features of the US
context. For example, Pacheco and Dean (2015: 1094), studying non-governmental
organizations (NGOs)’s impact on electric utilities’ adoption of wind power, argue that
it is “an attractive context […] because rising concerns about climate change and air
pollution have triggered increased activism for clean energy solutions”. Similarly,
Pacheco et al. (2014: 1618) mention the steep increase in the number of technologyfocused NGOs “dedicated to renewable energy and energy conservation”.
The focus of the studies concentrating on one country is heterogeneous, however the
topics raising the greatest interest have been climate change, CO2 emissions and/or
renewables. Interestingly, the importance of these issues at national level has often
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been connected to the initiatives at EU level in terms of regulations (e.g. the EU
Emission Trading Scheme and renewables’ targets) and research programs (e.g. on
biomass co-firing). Among these studies five have as setting Germany, which is thus
the second most studied country for research on sustainability and the electricity
sector. Interestingly, among the studies having Germany as setting, the majority
concentrates either on electric utilities’ strategies with regards to CO2 emissions or on
a nuclear power company’s responses after a nuclear accident. Germany represents a
particularly suitable location for these two sustainability challenges because, on one
side, “due to the heavy use of fossil fuels, the German electricity industry is a large
contributor to overall German CO2 emissions” (Hoffmann, 2007: 466) and, on the
other side, “Germany […] is characterized by a strong anti-nuclear movement” (Beelitz
and Merkl-Davies, 2012: 101).
The majority of the literature on the electricity sector and sustainable development
has as research context a single country, however a subset of these studies (e.g.
Delmas et al., 2007; Fremeth and Shaver, 2014; Griffiths et al., 2007; Kim, 2013;
Pacheco and Dean, 2015; Sine and Lee, 2009;) takes into consideration intra-national
heterogeneity and explores its impact on power producers’ approach to sustainable
development. This literature examines within-country differences regarding, for
example, regulations or political pressures for sustainable behaviour(s) (Delmas and
Montes-Sancho, 2010; Fremeth and Shaver, 2014; Griffiths et al., 2007), deregulation
policies (Delmas et al., 2007; Kim, 2013), citizens’ ‘environmental sensitivity’ (Delmas
et al., 2007; Delmas and Montes-Sancho, 2010), saliency of NGOs (Pacheco and Dean,
2015; Sine and Lee, 2009) and competitors’ behaviour (Pacheco and Dean, 2015).
Another, limited, set of studies (Pacheco et al., 2014; Russo, 2003; Sine and Lee, 2009),
instead focuses on the influence of intra-national diversity in terms of, for example,
membership of NGOs (Sine and Lee, 2009), public awareness (Pacheco et al., 2014) or
natural capital (Russo, 2003), or on the emergence of a new green energy industry (see
2.4.2).
A group of papers, while analysing electric utilities’ operations only in one country,
incorporate an international and/or cross-country perspective in different ways.
Poisson-de Haro and Bitektine (2015), Hoffmann (2007) and Hoffmann et al. (2009)
integrate global/regional pressures for sustainable development. In particular, Poissonde Haro and Bitektine (2015) make reference to the global pressures for climate
mitigation exerted by the Kyoto Protocol on Spanish electric utilities. Hoffmann (2007)
and Hoffmann et al. (2009) focus on the EU Emission Trading Scheme (EU ETS) and
they examine its impact on German electric utilities’ investment decisions. Nebus and
Rufin (2010), focusing on a Spanish firm, Union Fenosa, in the Dominican Republic,
illustrate the interaction between Union Fenosa, the home-country government, the
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host-country government and customers. Patriotta et al. (2011), exploring the
response of Vattenfall, a Swedish electric utility, to a controversy around its nuclear
activities in Germany, also include the firm’s home country, although to a very limited
extent. Indeed, Sweden is taken into consideration only as location of an accident at
one of Vattenfall’s nuclear plants, which is the cause of the controversy over
Vattenfall’s activities in Germany. Despite the inclusion of international or crosscountry elements, however, scant attention is given to the dynamics and interactions
between different environments (e.g. national and supranational), as regards how
sustainable development issues are addressed.
Only a very limited number of studies explores the approach to sustainable
development of electric utilities from/in multiple countries. Weinhofer and Hoffmann
(2010)’s research does not have a specific pre-defined geographic focus but
investigates whether the type(s) of ‘CO 2 strategy’ adopted by electric utilities depend
on “the geographic region in which [they] operate” (Weinhofer and Hoffmann, 2010).
Kolk et al. (2014), instead focus on the major EU electric utilities and examine their
internationalization of both ‘traditional generation activities’, i.e. fossil-fuels and
nuclear energy, and renewables (Kolk et al., 2014). Miras-Rodriguez et al. (2014) also
analyse firms from different countries, but, differently from Weinhofer and Hoffmann
(2010) and Kolk et al. (2014), the geographic aspect is not a variable in the study.
The geographic focus of some of the literature on the electricity sector and
sustainability has thus allowed different settings to be taken into consideration.
However, the focus is still significantly US centric, addressing national issues and interstate differences. The number of studies concentrating on the EU is significant, yet in
these studies the location is typically limited to one member state and cross-country
research is lacking, an exception being Kolk et al. (2014). Surprisingly, no study adopts
a comparative perspective to explore the approach to sustainable development of the
same firm(s) within multiple countries. Given the same or similar sustainability
challenges faced by different countries and the diversity in the way they are addressed
across countries, the adoption of an international business perspective seems
particularly fruitful. Also, although the role of the EU institutions on the member
states’ sustainability commitment is highlighted in the literature, the sustainabilityrelated interactions and dynamics between the national and the supranational levels
are overlooked. This however is a particularly relevant phenomenon to study, as
electric utilities may face or exploit misalignments between the EU and member states
on how to address sustainability issues.
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2.4. THE CONTENTS OF RESEARCH ON SUSTAINABILITY AND THE
ELECTRICITY SECTOR: THREE LENSES
The literature on the electricity sector and sustainable development has been
reviewed by adopting three main perspectives. First, the studies have been analysed in
terms of the sustainable development principles and issues they have tackled. Second,
industry emergence or systemic perspectives of the development or diffusion of
(more) sustainable energy generation technologies (e.g. biogas, wind, PV) have been
examined. In this set of studies electric utilities, i.e. the incumbents in the electricity
sector, are disregarded or are considered only as one actor among the different types
of power generators. Third, studies focusing on the electric incumbents have been
reviewed in terms of the approaches to sustainable development and the drivers they
have focused on.

2.4.1. Sustainable development issues
As mentioned in section 2.1., sustainable development has a multifaceted nature and
requires the concurrent adoption of three principles: environmental, economic and
social sustainability (Bansal, 2005). Extant literature has highlighted the challenges the
attainment of multiple sustainable development objectives entails, due to the
presence of trade-offs and tensions between them (Hahn et al., 2010; Hahn et al.,
2015; Pinkse and Kolk, 2010; Van der Byl and Slawinski, 2015). This topic will be further
discussed in chapter 5 (and applied to the case of a specific utility). In this section I will
therefore focus on three main aspects, (1) whether and how each principle (see Table
2.2 below) has been addressed in the study of the electricity sector (see Figure 2.4), (2)
whether multiple sustainable development issues have been examined in the same
study and (3) whether trade-offs or tensions have been addressed. Although some
issues (e.g. air pollution and employment) could be ascribed to more than one
principle, they are discussed under the principle which corresponds most closely to the
meaning given to each issue by the authors of the respective studies.
Environmental sustainability
As shown by Figure 2.4, the large majority of the research investigating sustainability in
the electricity sector focuses on environmental sustainability issues.
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Figure 2.4: Number of studies per sustainable development principle

Among these studies, some (e.g. Atkinson et al., 2000; Delmas et al., 2007; Kim, 2013;
Miras-Rodriguez et al., 2015; Morrow and Rondinelli, 2002: Pacheco et al., 2014;
Russo, 2003) take into consideration environmental sustainability in a more ‘general’
sense without delineating more specific environmental issues that electric utilities may
have to tackle. Another, more numerous, set of studies focuses on specific issues
within the environmental sustainability pillar, e.g. climate change (e.g. Griffiths et al.,
2007; Weinhofer and Hoffman, 2010).
The relationship between the electricity sector and climate change is examined from
different perspectives. Some of the studies focus on the positive or negative role for
global warming and/or CO2 emissions played by specific energy technologies. As
regards the ‘climate-friendly’ technologies, for example, Fremeth and Shaver (2014)
make reference to the whole category of renewable energies, while Markard et al.
(2009) concentrate on biogas, Raven (2006) on biomass and Smith and Raven (2012)
on solar photovoltaics (PV).
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Sustainable
development
principles

Environmental
sustainability

Social sustainability

Economic sustainability

Definition

“Human activities
[should] not erode the
earth’s land, air and
water resources”
(Bansal, 2005: 198)

“All members of society
[should] have equal
access to resources and
opportunities” (Bansal,
2005: 198)

Issues
addressed
within each
principle








Energy affordability
Health
Diversity

“A reasonable quality of
life [should be
promoted] through the
productive capacity of
organizations and
individuals in society”
(Bansal, 2005: 198)
 Security of supply
 Employment



Positive or negative
role of
deregulation on
energy
affordability.
Heterogeneity in
electric
incumbents’
response to the
problem of energy
affordability.
Risk for health
represented by
nuclear safety
problems.





Main
insights for
each
principle



Air pollution
Climate change
and CO2 emissions
Water pollution
Waste pollution
o Radioactive
waste
Biological
deterioration of
the flora
Energy
technologies’
positive or
negative role in
the fight against
climate change.
Deregulation as
driver (or not) of
investments in
green energy.
Heterogeneity in
electric
incumbents’
response to
climate change.
Heterogeneity in
regulators’
response to
climate change.
Coal plants as
cause of biological
deterioration of
the flora.



Security of supply
as adopted in a first
era of the electricity
sector.
 Companies’ focus

on security of

supply.
 Positive or negative
role of deregulation
on security of

supply.

 Nuclear energy as
ensuring security of
supply.
 Risks for

employment due to
the closure of a
conventional plant.
 Employment

creation thanks to
the rise in green
energies.
 Risks for
employment in the
supply chain due to
deregulation.
Table 2.2: Sustainable development principles and issues addressed in the literature reviewed
Note: This threefold distinction is further explained and discussed in Chapter 5.
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Beside renewables, nuclear energy is considered, by its ‘supportive stakeholders’
examined by Banerjee and Bonnefous (2011) and Patriotta et al. (2011), before the
Fukushima event (see chapter 4), to be a ‘virtuous’ technology in the fight against
global warming. Indeed, Banerjee and Bonnefous (2011: 130) argue that “growing
concerns about climate change created a new set of allies for the nuclear energy
industry”. Patriotta et al. (2011: 1812) stress this phenomenon with particular regards
to Germany, where “the advent of climate change as the dominant environmental
issue in recent years has provided [the supporters of nuclear energy] with new
arguments against the phase-out strategy[.] Nuclear energy should be kept because it
is a clean source of energy.” Another set of studies (e.g. Delmas and Montes-Sancho,
2010; Hoffmann, 2007; Hoffmann et al., 2009; Kim and Lyon, 2015), as analysed
further in section 2.4.3., examines electric incumbents’ decisions on CO 2 emissions’
reduction and the external and internal drivers and mechanisms. As will be described
in chapter 3, the literature reviewed to a limited degree signals the heterogeneity in
the way climate change or CO2 emissions are tackled, in particular by regulators, in
different subnational (e.g. Delmas and Montes-Sancho, 2010; Fremeth and Shaver,
2014) or national locations (e.g. Griffiths et al., 2007).
While the majority of the studies explicitly focus on the issue of climate change and/or
CO2 emissions, some papers (Majumdar and Marcus, 2001; Marcus and Geffen, 1998;
Raven, 2006) refer to air pollution as a critical environmental issue for electric utilities,
while making no reference to climate change. Although this may be surprising, it also
signals that scholars see electric utilities’ management of air pollution as going beyond
CO2 emissions.
Water pollution (Majumdar and Marcus, 2001) and waste pollution (Banerjee and
Bonnefous, 2011; Levendis et al., 2006; Majumdar and Marcus, 2001) are also
addressed among the environmental sustainability objectives electric utilities have to
fulfill. A critical type of waste pollution scholars have focused on concerns the
radioactive wastes produced by nuclear plants. This issue, which has been framed both
as affecting environmental sustainability and social sustainability, the latter due to the
risks to the citizens’ health, has been described as a key challenge for firms operating
nuclear power plants. Banerjee and Bonnefous (2011: 131), while examining the
stakeholder management of a nuclear power firm, describe one the main criticisms by
‘obstructive stakeholders’, i.e. stakeholders opposing nuclear energy, as “the longterm handling and storage of radioactive waste. At present there is no technology that
can treat radioactive waste to make it less dangerous”. The pollution created by
radioactive waste is also the subject of a discussion between the support for state
intervention or for market-based coordination in the US nuclear power sector
(Levendis et al., 2006). Levendis et al. (2006) contend that, if radioactive waste is
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managed in a free market framework, pollution will be lower than if under the control
of the government. According to Levendis et al. (2006: 43), “if land is held in common,
then […] the tragedy of the commons arises”, which means that nuclear power firms
will be more likely to pollute the environment. Instead, “where private property is
concerned, people are far less likely to pollute their own land” (Levendis et al., 2006:
43); also, if nuclear power firms pollute a neighbouring land, they violate property
rights and thus undergo high risks of being sued.
Finally, one study, by García-Marzà et al. (1999), focusing on the controversies around
a coal plant operated by Endesa in Spain, discusses the “biological deterioration of the
flora” for which the coal plant is deemed responsible, as a crucial cause of opposition
by the local communities.
Social Sustainability
A group of studies analysing sustainability and the electricity sector have addressed,
with more or less focused research, the social sustainability dimension. Three main
sustainability issues have been taken into consideration in this framework: energy
affordability (or fuel poverty), employment and health.
One paper, by Sharrat et al. (2007), has assigned specific attention to electric utilities’
management of energy affordability and fuel poverty. The concept of fuel poverty,
according to Sharrat et al. (2007: 1506), “stems from a recognition of fuel as an
essential commodity and the significant regressive impact of price rises on household
budgets”. As discussed in more detail in section 2.4.3., Sharrat et al. (2007) examine
the responses of UK electric incumbents to the ‘social obligations’ regarding fuel
poverty imposed by the UK government.
Some scholars connect the issue of fuel poverty and energy affordability more
generally to the deregulation undergone by the electricity sector in the last decades
(see chapter 3). Different views and findings have emerged on this topic in the
literature reviewed; while some studies describe deregulation and privatization as
cause of affordability problems, others instead praise them as drivers of energy prices’
reduction. Among the former, Sharrat et al. (2007) link the emergence of fuel poverty
to the privatization of the UK electricity sector. According to Sharrat et al. (2007), while
privatization at the time of its introduction was presented as (also) beneficial for
consumers, as it would drive “more efficient and effective processes” over time, many
have acknowledged that the “commercial market affords the scope for suppliers to
‘cherry pick’ profitable customers” (Sharrat et al. 2007: 1506) and disregard
disadvantaged ones. A similar negative relationship between deregulation and fuel
poverty is described by Boscheck (1994), who raises the reduction of subsidies for
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disadvantaged customers by ENEL, when preparing for privatization, in order to attract
potential investors.
Among the scholars stressing deregulation’s positive impact on affordability, Sine and
David (2003) argue that the monopoly structure that was adopted originally in the US,
because it was considered more suitable to ensure low electricity prices, among other
goals, was severely questioned once prices started to rise significantly. The high prices
increased the number of those in favour of a more competitive structure, as “the
current structure of the electric power industry had created a climate where
organizations were unable to ‘fully respond to the political pressure to insulate
consumers from dramatic cost increases’ (Joskow and Schmalensee, 1983: 159)” (Sine
and David, 2003: 199). Similarly, Wallis (1995: 15), drawing on the case of Power Gen’s
privatization, posits that “competition has had a much greater effect on reducing
prices than regulation”. According to Wallis (1995), this is mainly due to the fact that
competitive pressures have driven electric utilities to conduct significant cost
reduction strategies, which have in turn allowed them to cut prices without reducing
their profitability. In line with this Boscheck (1994: 117) argues that “competition can
be expected to substantially reduce prices”. Nebus and Rufin (2010) adopt an
international business approach to energy affordability, and illustrate a situation
where affordability was, together with security of supply, the subject of ‘privatization
disputes’ between Spanish electric utility Union Fenosa operating in the Dominican
Republic, its local customers, and governments in the Dominican Republic and Spain.
Another social sustainability issue addressed by extant literature is health. Mc Williams
et al. (2014) refer to air pollution caused by power plants with regards to its impact on
health and not only to the environment. However, the major risk for health identified
by the literature is represented by nuclear safety. All the studies focusing on nuclear
energy (Banerjee and Bonnefous, 2011; Beelitz and Merkl-Davies, 2012; Levendis et al.,
2006; Patriotta et al., 2011) refer to nuclear safety as major argument raised by
electric utilities’ stakeholders against this energy source, in particular after an accident
(Beelitz and Merkl-Davies, 2012; Patriotta et al., 2011).
Economic sustainability
A crucial economic sustainability issue for the electricity sector addressed in the
selected literature is security of supply, defined as “the reliable provision of energy
whenever and wherever needed” (European Commission, 2015b). Although this issue
is given limited attention, a set of studies signal its relevance for electric utilities. In
particular, Olerup (1999: 65), who identifies “four eras characterizing the Swedish
energy sector”, argues that the electricity sector was committed to secure delivery in
the first era, during which “generators invest[ed] in capital-intensive base-load
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capacity, aiming for the long-term perspective”. While Olerup (1999) stresses the role
played by security of supply obligations in the past but gives scant attention to its
present degree of relevance, other studies provide some insights to this economic
sustainability issue’s importance, also in the current ‘era’. In particular, Poisson-de
Haro and Bitektine (2015: 332) mention that one of the Spanish electric utilities
analysed in their study, Endesa, expressed as “its primary responsibility [as the one of]
providing a stable and secure supply of electricity” to justify its lower commitment to
environmental sustainability. Boscheck (1994: 114), instead relates security of supply
to deregulation, and posits that “it appears [that] at no point in time since privatization
had the security of supply been threatened” in the UK, thanks to the fact that both the
incumbents and the independent power producers had increased or planned to
increased their generation capacity. Henisz and Zelner (2005) instead, illustrate power
blackouts as triggers for citizens’ protests against foreign investors and for the
retrenchment of privatization by the government as a consequence.
Security of supply is also linked to nuclear energy. Indeed, Banerjee and Bonnefous
(2011: 130) include, among the positive features supportive stakeholders mention
about nuclear energy, the fact that “the nuclear power industry can produce
continuous energy”. Similarly Patriotta et al. (2011: 1828) mention, as a key
justification used by pro-nuclear stakeholders in Germany, the fact that “nuclear
energy was crucial for enhancing Germany’s energy autonomy”.
Employment is another economic sustainability issue that raised interest, in particular
when the focus of a study was on a specific power plant or energy technology. In the
study by García-Marzá et al. (1999) the maintenance of employment and of job
security is a key sustainable development issue emerging following the contestation of
a coal plant’s environmental performance. The study by García-Marzá et al. (1999)
records, in the debate around the coal plant, the local authorities’ and the plant
workers’ request for keeping the plant operational to safeguard the jobs created
around it, as the Spanish region in which the plant was constructed “suffered the
highest unemployment rate” (García-Marzá et al., 1999: 262). The jobs created around
coal are also addressed by Boscheck (1994), although in a different perspective.
Boscheck (1994) argues that UK electric utilities, which in a regulated environment had
accepted un-economic fuel supply solutions in order to support other national (e.g.
coal) industries, following deregulation and due to competitive pressures would have
to revise their commitments, with consequent risks for employment in fuel extraction.
This is in keeping with the argument that “a utility’s pursuit of commercial interests is
likely to reshuffle the distribution of welfare associated with its previously regulated
mission” (Boscheck, 1994: 118).
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While García-Marzá et al. (1999) and Boscheck (1994) relate employment to fossil fuel
power plants, this sustainability issue is instead presented by Smith and Raven’s (2012)
study from the perspective of green energy sources. The argument of the creation of
green jobs driven by solar PV is a component of the ‘narratives’ adopted by the
advocate of PV to ‘empower’ this innovation and create a favorable environment for
its emergence.
Relationships and tensions between different sustainable development issues
The research focusing on multiple sustainability issues and on their tensions is rather
limited (see table 2.3).
Subject of the tension
between sustainable
development issues
Nuclear energy

Type of tensions between sustainable
development issues

Source(s)

Low CO2 emissions vs. radioactive wastes
and safety problems

Biogas

Low CO2 emissions vs. higher food imports

(Banerjee and
Bonnefous, 2011;
Patriotta et al.,
2011)
(Markard et al.,
2009)
(Raven, 2006)

Biomass

Low CO2 emissions vs. high level of other
types of emissions (e.g. mercury, heavy
metal, dioxins, etc)
Coal power plant
Environmental degradation vs. Local
(García-Marzá et
employment and economic development
al., 1999)
Range of energy
Renewable energies: environmentally
(Poisson de-Haro
technologies available
sustainable but cannot ensure security of
and Bitektine, 2015)
supply
Fossil fuels: environmentally unsustainable
but ensure security of supply
Table 2.3: Tensions between sustainable development issues mentioned in the literature

Five, out of the seven studies identified, address the complexity related to sustainable
development objectives with regards to a specific technology (Banerjee and
Bonnefous, 2011; Markard et al., 2009; Patriotta et al., 2011; Raven, 2006) or a specific
power plant (García-Marzá et al., 1999). Within this set of studies, Banerjee and
Bonnefous (2011) and Patriotta et al. (2011) focus on the tensions inherent in nuclear
energy: if on the one hand it is a clean energy source with regards to CO 2 emissions, on
the other hand it is seen as a threat to the environment and to health due to the
radioactive wastes it creates and to the uncertainty around its current and future
safety. Both studies focus on the ‘symbolic’ management of these tensions around
nuclear energy’s sustainability by the focal nuclear power firm, as explained in more
detail in section 2.4.3.
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Markard et al. (2009) mention, yet without making it the focus of the study, the
sustainable development-related tensions emerged around biogas in Switzerland.
Biogas is seen as environmentally sustainable, in terms of emissions, however, as
argued by Markard et al. (2009: 662), one of the possible inputs for biogas, i.e. “energy
crops […] is a controversial environmental issue”, causing a “discussion in Switzerland
[on] whether energy crops should be supported by governmental subsidies while
simultaneously food imports increase”. The case described by Raven (2006) and
concerning biomass co-firing, instead of showing a conflict between different
sustainable development issues, illustrates a conflict within the issue of air pollution.
On the one hand, biomass co-firing was supported and developed respectively by the
government and the electric utilities as it reduced the fossil fuels employed for
electricity generation, thus limiting CO2 emissions. On the other hand,
environmentalists and local communities opposed biomass co-firing due to the other
kinds of emissions (e.g. mercury, heavy metal, dioxins etc) the combustion of biomass
was permitted to produce, according to the standards for electricity generation.
García-Marzá et al. (1999) examine the sustainable development-related conflicts
around a coal power plant in Spain. The study illustrates the conflicts and the search
for solutions between actors denouncing the environmental degradation caused by
the power station and those defending its importance for local employment and
economic development.
Poisson de-Haro and Bitektine (2015) do not address sustainable development-related
trade-offs emerging around a specific energy technology, but they highlight a key
tension existing between different energy technologies an electric utility may employ.
As consistent with environmental sustainability objectives, electric utilities have been
called to invest increasingly in renewable energies, yet these cannot currently ensure
security of supply, because they “depend on highly variable weather conditions”
(Poisson de-Haro and Bitektine, 2015: 328). Conversely, fossil fuels are contested for
environmental reasons, but are still crucial to ensure a secure and stable electricity
supply (Poisson de-Haro and Bitektine, 2015). Endesa, whose power generation was
largely based on fossil fuels, exploited this tension with the aim of maintaining an
unchanged technical core. It thus chose a positioning which “was focused not so much
on being perfectly ‘green’, but on being a ‘guarantor’ of stability of electric power
supply throughout the country” (Poisson de-Haro and Bitektine (2015: 332).
Particularly interesting is the following statement by Endesa reported by Poisson deHaro and Bitektine (2015: 332):
“For any utilities, the first objective is to make sure that its
production mix guarantees its ability to provide continuously
electricity (. . .) with the lowest impact on the environment. The
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trade-off is between the guarantee of providing electricity and
respecting the environment. Renewable energies are great but
you cannot guarantee your production only on them because
without wind or little rain, you are in trouble”.
A different type of relationship, not encompassing an explicit view of tensions between
security of supply and environmental sustainability, is presented by Olerup (1999). As
mentioned previously, security of supply is seen as occupying the first one of the ‘four
eras characterizing the Swedish energy sector’ (Olerup, 1999), while in the following
ones environmental concerns are increasingly represented. Olerup (1999) thus
considers security of supply and environmental sustainability in sequence, while
overlooking the way security of supply has been addressed in the following eras.
The review of the sustainability ‘dimensions’ encompassed by the literature on the
electricity sector shows a degree of variety in the issues taken into consideration, the
dominance of studies focusing on environmental sustainability and a very limited and
incomplete analysis of the tensions between different sustainable development issues
and of how electric utilities tackle them. Indeed, although, as illustrated in this section,
scholars have made reference to critical relationships and trade-offs between
sustainable development issues within and across energy technologies, they have not
examined in depth how electric utilities address them over time.

2.4.2. An industry emergence or system perspective to sustainable
development
A key stream of the literature examines the emergence of new, greener, technologies
for electricity production from the perspective of new industry emergence (Pacheco et
al., 2014; Russo, 2003; Sine and Lee, 2009) or of a technological system (Markard et al.,
2009; Smith and Raven, 2012) (See Table 2.4). A relevant feature characterizing this set
of studies is that the incumbent electric utilities are either not examined or they are
integrated as only one of the actors in the new sector/system. The studies thus provide
insights on the impact of new, greener energy technologies on the electricity sector, by
highlighting different degrees of transformation of the electricity sector (Markard et
al., 2009; Smith and Raven, 2012) and the emergence of new types of electricity
producers (Markard et al., 2009; Pacheco et al., 2014; Russo, 2003; Sine and Lee, 2009;
Smith and Raven, 2012).
More specifically, Pacheco et al. (2014); Russo (2003), and Sine and Lee (2009)
associate the introduction of a novel sustainable technology in the electricity sector
with the emergence of a new industry, the US wind energy industry, and of a new type
of electric power generator; independent producers of energy from wind installations.
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Within this framework, the focus of Russo (2003) differs from the one of Pacheco et al.
(2014) and of Sine and Lee (2009).
New sustainable
energy technology
Wind

Impact on the electricity sector/system

Emergence of a new industry (wind energy industry) and of a new
type of electricity generator: independent producers of energy from
wind installations (Pacheco et al., 2014; Russo, 2003; Sine and Lee,
2009).
Solar PV
Maintenance of a centralized energy generation system, with utilities
as electricity generators from solar PV (Smith and Raven, 2012: 1033).
Emergence of a decentralized solar energy generation system, with
“households, community groups, new energy companies as well as
utilities with new business models all becoming producer-consumer
in this new energy system” (Smith and Raven, 2012: 1033).
Biomass co-firing
Five possible models based on the ‘actor groups’ engaged in energy
generation from biomass and on their ‘tasks’: farmer, manufacturer,
waste company, utility and newcomer model (Markard et al., 2009).
Green energy
Entry in the electricity sector of new actors producing electricity from
technologies
novel greener technologies (Sine and David, 2003)
Table 2.4: Overview of the literature adopting an industry emergence or system perspective to
sustainability

Russo (2003), the first among the studies reviewed, studying the emergence of the
wind energy industry, demonstrates the influence of natural, economic and social
factors on the establishment of wind energy projects. In particular, by focusing on
California, Russo (2003: 321) shows the impact both of “the interaction of the wind
speeds in a county and project economics” and of the degree of concentration of wind
energy projects within the ‘county’ on the establishment of wind projects in that
county.
Both Pacheco et al. (2014) and Sine and Lee (2009) examine the relationship between
environmental NGOs, institutions and the wind energy industry emergence. The key
driver of the energy industry emergence is represented by NGOs’ work of
delegitimization of ‘current methods of electricity generation’ (Since and Lee, 2009)
(i.e. coal, oil and nuclear) and ‘valorization’ of wind energy by framing it as an
environmentally sustainable technology (Since and Lee, 2009). NGOs affected the
emergence of the US wind energy industry both directly, by motivating and supporting
wind energy ‘entrepreneurs’, and indirectly, by calling for regulations more favourable
to wind energy (Sine and Lee, 2009). As illustrated by Pacheco et al. (2014), in turn the
growth of the wind industry fostered by NGOs drove the development of ‘technologyfocused’ NGOs, which have been critical for boosting the change of norms and
regulations in favour of wind energy, thanks to their capabilities in clean energies.
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While Pacheco et al. (2014), Russo (2003), Sine and Lee (2009) take an industry
emergence perspective, Markard et al. (2009) and Smith and Raven (2012) adopt a
‘systemic’ approach to the expansion of novel, green technologies for electricity
generation. With their studies, they signal that the development of new sustainable
technologies can engender different degrees of transformation of the electricity
sector, both from a technological perspective, in terms of the shift from a centralized
to a decentralized power supply, and from an organizational perspective, in terms of
the type of actors in charge of electricity generation from these new technologies.
Smith and Raven (2012) examine the ‘protective space’ created around the pathbreaking sustainable innovation of solar PV and its role in innovation ‘empowerment’.
Empowerment is described by Smith and Raven (2012) as a political process which is
enacted by networks of actors through narratives and can take two forms: ‘fit and
conform’ and ‘stretch and transform’. While the former implies making an innovation
competitive ‘under conventional, incumbent regime terms’, the stretch and transform
empowerment of innovations consists in “undermin[ing] incumbent regimes and
transmit[ing] niche-derived institutional reforms into re-structured regimes” (Smith
and Raven, 2012: 1030). As regards solar PV, the solar advocates adopting a fit-andconform narrative urged electric utilities and regulators to support a “centralized form
of PV socio-technical configuration”, maintaining that it would “provide scale
economies that will result in grid-parity with conventional electricity generation
technologies” (Smith and Raven, 2012: 1033). Conversely, advocates using a stretchand-transform approach promoted ‘small solar PV units’, thus a decentralized energy
generation system, with “households, community groups, new energy companies as
well as utilities with new business models all becoming producer-consumer in this new
energy system” (Smith and Raven, 2012: 1033).
The possibility that the development of an innovative, sustainable, technology unfolds
through different degrees of change to the existing socio-technical regime of electricity
generation also emerges in Markard et al. (2009), which explores the ‘development
options’ of biomass anaerobic digestion and of its outcome, biogas, in Switzerland.
Biomass anaerobic digestion, while an established technology in other fields,
“significantly deviates from the existing energy supply system for electricity […] mainly
because it draws on a new type of energy source and represents a decentralized
energy supply” (Markard et al., 2009: 660). The development of biogas in Switzerland
presents both technological and organizational variations. While the technological
variants of biogas plants are based on the substrate, energy output, operating mode,
plant size and location, organizational variation unfolds in five models, based on the
combination of ‘tasks’ and ‘actor groups’: farmer, manufacturer, waste company,
utility and newcomer model. Combining technological and organizational variations to
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identify the most ‘promising’ development options, Markard et al. (2009) identify
significant opportunities in the combination encompassing the utility, waste and
newcomer models, with uncertainty regarding the future role of the farmer model,
which was the dominant one for electricity generation from biogas, at the time of the
study.
Although not adopting an industry emergence or system perspective, Sine and David
(2003) do highlight the change the US electricity sector has undergone, due to the
emergence of new actors generating electricity through novel, green energy
technologies following deregulation. According to Sine and David (2033: 204), the
monopoly structure had “led to a series of strategies that overlooked […] decentralized
generation technologies, such as most green power alternatives”. The crisis of this
structure and the gradual deregulation of the sector created “entrepreneurial
opportunities to implement technical power generation alternatives” (Sine and David,
2003: 204), thus driving the entry, in the electricity sector, of new electricity producers
and the rise of production through renewables and cogeneration.
The studies reviewed in this section show that the introduction of a greener energy
generation technology may engender a more or less radical change in the electricity
sector. This can entail the emergence of new industries, of new types of power
producers and of a new kind of energy supply system.

2.4.3. Electric incumbents’ approaches to sustainable development
The management literature has created a range of taxonomies of firms’ approaches to
sustainable development and corporate social responsibility. The most widely applied
classification is the one developed by Carroll (1979), which includes four main
categories distributed along a continuum from ‘do nothing’ to ‘do much’: reaction,
defence, accommodation and proaction. As a number of studies examine electric
incumbents’ responses and practices with regards to sustainable development, they
have been analysed through the lens of Carroll’s (1979) classification, enriched by its
interpretation in studies on corporate sustainability (e.g. Bansal and Roth, 2000;
Slawinski and Bansal, 2012). The association between incumbents’ practices and
Carroll’s (1979) categories has been made by following two main steps. First, the
statements describing the electric incumbents’ responses and practices in the studies
have been identified. Then these statements have been compared with the definitions
of Carroll’s (1979) categories. Based on their consistency between statements and
definitions, electric incumbents’ practices have been associated to a specific approach.
More detailed information on this topic is presented in the following paragraphs. Since
the studies have also identified factors or mechanisms triggering electric utilities’
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approach to sustainable development, both approaches and their drivers have been
highlighted and summarized in Table 2.5.
Approaches to
sustainable
development
Reactive

Key features of the approaches
adopted






Defensive








Accomodative










No commitment to greener
practices but renewed investment
in electricity generation from
conventional energy sources (Kim,
2013)
Opposition to the introduction of
new, more sustainable energy
technologies (Markard and
Truffer, 2006)
Disengagement from
commitments towards
employment and fuel poverty
(Boschek et al., 2006)
‘CO2 compensation’ (Weinhofer
and Hoffmann, 2010)
‘Conflict with commerce’,
‘business as usual’ or
‘management deliberation’
responses to social obligations
(Sharrat et al., 2007)
Symbolic management of emission
reduction (Poisson-de Haro and
Bitektine, 2015)
Symbolic management of energy
efficiency (Olerup, 1999)
Symbolic management of
opposition to nuclear energy
(Banerjee and Bonnefous, 2011;
Beelitz and Merkl-Davies, 2012;
Patriotta et al., 2011)
CO2 reduction strategy (Hoffmann
et al., 2007; Hoffmann et al., 2009;
Weinhofer and Hoffmann, 2010)
Combination of CO2 reduction and
work towards carbon
independence (Weinhofer and
Hoffmann, 2010)
Combination of CO2 compensation
and carbon independence
(Weinhofer and Hoffmann, 2010)
Combination of CO2 reduction,
CO2 compensation and work
towards carbon independence
(Weinhofer and Hoffmann, 2010)
Investment in biomass co-firing
technology (Raven, 2006)
R&D for CO2 emissions reduction
through participation in wider

Drivers


















Deregulation (Boscheck, 1994; Kim,
2013)
Monopoly (Markard and Truffer,
2006)
Prior resource configuration /
Technical core (Kim, 2013)

Technical core (Olerup, 1999;
Poisson-de Haro and Bitektine,
2015)
Non-market capabilities (Poisson-de
Haro and Bitektine, 2015)
Economic criteria (e.g. cost
reductions, efficiency gains and
customer preferences) (Banerjee et
al., 2011)

Regional affiliation (Weinhofer and
Hoffman, 2010)
Size (Weinhofer and Hoffman,
2010)
Absolute CO2 emissions (Weinhofer
and Hoffman, 2010)
Technical core rigidity (Poisson de
Haro and Bitektine, 2015)
Institutional pressures for
sustainable development
(Hoffmann et al., 2009; Poisson de
Haro and Bitektine, 2015)
Securing competitive resources
(Hoffmann et al., 2009)
Leveraging complementary
resources (Hoffmann et al., 2009)
Economic criteria (cost reduction)
(Marcus and Geffen, 1998)
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Proactive








research programs rather than
through development of
autonomous projects (Hoffmann
et al., 2007)
CO2 independence (Weinhofer and
Hoffmann, 2010)
Development of a ‘green technical
core’ (Poisson-de Haro and
Bitektine, 2015)
Adoption of the ‘renewable case’
(Olerup, 1999)
Environmental differentiation
(Delmas et al., 2007)
Investments in renewables ‘before
statutorily required’ (Fremeth and
Shaver, 2014)
‘Embracing social initiatives’
(Sharrat et al., 2007)




Regime instability (Raven, 2006)
Flexibility of the energy technology
(Watson, 2004)



Technical core / prior resource
configuration (Delmas et al., 2007;
Kim, 2013; Olerup, 1999; Poisson de
Haro and Bitektine, 2015)
Productive efficiency (Delmas et al.,
2007)
Deregulation (Delmas et al., 2007;
Markard and Truffer, 2006)
Institutional pressures for
sustainable development (Poisson
de Haro and Bitektine, 2015)
Stringency of environmental
regulation faced by peers in other
jurisdictions (Fremeth and Shaver,
2014)
Market dependence (Pacheco and
Dean, 2015)
Citizens’ environmental sensitivity
(Delmas et al., 2007)
Citizens’ actual green demand (Kim,
2013)
Market opportunity (Sharrat et al.,
2007)
Competitors’ actions in accordance
to NGO pressures (Pacheco and
Dean, 2015)
NGO pressures (Pacheco and Dean,
2015)













Table 2.5: Drivers of electric incumbents’ approaches to sustainable development

Reactive approach
Reactive electric utilities do not respond and/or “resist responding to social and
environmental issues” (Slawinski and Bansal, 2012: 1539). Among the studies
reviewed, three (Boscheck, 1994; Kim, 2013; Sharrat et al., 2007) illustrate the
adoption of this type of approach by electric utilities. More specifically, Kim (2013)
describe a reactive response of US electric incumbents with regards to environmental
sustainability. Examining the impact of both wholesale and retail deregulation on
electric incumbents’ investments in renewable generation, Kim (2013: 1166) observes
that both types of deregulations are “associated with lower entry into the renewable
generation market”.
This, according to Kim (2013) is due to the fact that deregulation engenders price
competition, thus the electric incumbents with higher capabilities in fossil fuel
generation would be more likely to “focus on their relative strength – low-cost and
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large-scale electricity generation from traditional sources, such as coal or nuclear –”
(Kim, 2013: 1167) than to invest in new and more expensive (greener) technologies.
Boscheck (1994), as illustrated in section 2.4.1., identifies electric utilities’ potential
reactive approach to social and economic responsibility as among the effects of
deregulation. According to Boscheck (1994), key impacts of deregulation concern the
firms’ disengagement from their commitments towards national employment and
from their support for disadvantaged customers.
While Kim (2013) and Boscheck (1994) refer to reactive responses in a liberalized
market, Markard and Truffer (2006) describe this type of approach as adopted under
monopoly conditions. In this situation, Markard and Truffer (2006: 620) argue that
“public authorities had the task to represent interests of consumers and citizens, e.g.
with regard to electricity prices, technology choices, security of supply or
environmental issues”. Electric incumbents generally contested the adoption of new
technologies for electricity generation (nuclear, combined cycle gas turbine (CCGT) or
wind), even if they were more sustainable. This suggests that under monopoly
conditions, these innovations had to be promoted and imposed by the government.
Defensive approach
Electric utilities’ defensive approach to sustainable development is limited to ‘do[ing]
only what is required’ and/or to adopting a ‘public relations approach’ (Carroll, 1979).
The electric utilities seeking to ‘minimize risks and costs’ (Bansal and Roth, 2000)
through mere compliance with external pressures and/or through symbolic
management fall in this category. A defensive response is identified by the studies in
relation to different sustainability issues.
With regards to climate change, Weinhofer and Hoffmann (2010) identify a defensive
approach among the ‘CO2 strategies’ adopted by electric utilities to tackle it. This
strategy, named ‘CO2 compensation’, consists of “the action taken by a company to
balance or offset its CO2 emissions, such as buying CO2 credits or enhancing carbon
sinks” (Weinhofer and Hoffmann, 2010: 80). This can be considered a defensive
strategy because it allows electric utilities “to decrease the pressure to reduce their
own emissions but do[es] not solve the underlying cause of such pressure” and it
“tend[s] to be focused on the short term” (Weinhofer and Hoffmann, 2010: 80).
For what concerns incumbents’ responses to fuel poverty, Sharrat et al. (2007) identify
three responses which can be considered to consist of a defensive or, to a limited
extent, an accommodative orientation. UK electric utilities adopting the orientation
called ‘conflict with commerce’ (Sharrat et al., 2007) maintained that the
government’s establishment of social obligations threatens the fulfilment of
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shareholders’ demands and the maintenance of the firms’ competitive advantage.
These electric utilities contested the view that fuel poverty was their responsibility and
argued that it should be addressed by the government as a ‘welfare issue’. However,
none of the utilities identified by Sharrat et al. (2007: 1517) as belonging to this
category “said that their company intended to minimize or avoid the delivery of social
obligations”. Another group comprise electric utilities adopting a ‘business as usual’
orientation. These firms “had reviewed their policies and practices and where
necessary were acting to enhance services or were intent on complying with the
regulatory obligations”, but with “little or no proactive intervention” (Sharrat et al.,
2007: 1514). The third group of electric utilities, which adopted a rather passive
orientation named ‘management deliberation’, had not developed a clear response to
social obligations yet and focused on assessing “the balance between risks and
opportunities from social action” (Sharrat et al., 2007: 1516).
As mentioned above, a defensive approach to sustainable development can also
involve a symbolic response. This “allow[s] firms to demonstrate their legitimacy and
commitment to the social norms (Ashforth and Gibbs, 1990; Meyer and Rowan, 1977;
Powell, 1988)”, while at the same time excluding the costs related to “changes in their
operations (Figge and Hahn, 2005), technologies and structures” (Poisson-de Haro and
Bitektine, 2015: 327). A set of studies (Banerjee and Bonnefous, 2011; Beelitz and
Merkl-Davies, 2012; Olerup, 1999; Patriotta et al., 2011; Poisson-de Haro and
Bitektine, 2015) show that electric incumbents may not address pressures for
sustainability through concrete changes to their practices but they may limit their
actions to framing their current activities, in order to legitimize them with their
stakeholders. Based on the literature reviewed, Endesa, Stockholm Energi, Vattenfall
and an undisclosed French nuclear energy company have adopted symbolic
management responses to pressures for sustainability.
The case of Endesa is particularly interesting and illustrated by Poisson-de Haro and
Bitektine (2015). Despite the pressures to fight climate change, Endesa managed to
keep its generation capacity, mainly coal and oil plants, unchanged over the period
examined (2002-2007), with no real engagement in emission reduction. Its response as
regards environmental sustainability was thus only symbolic, entailing the exploitation
of its “strong capability in government relations, proactive management of
environmentalist groups, and [its] importance for the country’s economy” (Poisson-de
Haro and Bitektine, 2015: 335). As illustrated in section 2.4.1., Endesa promoted itself
as “guarantor of stability of electricity supply throughout Spain” (Poisson-de Haro and
Bitektine, 2015: 335), with the aim of maintaining its fossil fuel-based capacity.
Endesa’s response to pressures for emissions’ reduction was thus driven, on the one
hand, by its technical core and, on the other hand, by its non-market capabilities,
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which allowed the Spanish firm to maintain its legitimacy despite the absence of
substantive commitment to environmental sustainability.
Stockholm Energi, a Swedish electric utility studied by Olerup (1999), is another case of
a defensive response, although with regards to a ‘component’ of an electric utility’s
approach to environmental sustainability. Stockholm Energi, which, differently from
Endesa, was quite proactive in substituting fossil fuels with renewables (see ‘Proactive’
section), instead proved rather defensive in terms of committing to increasing the
efficiency of energy use (i.e. to embrace the ‘efficiency case’). As argued by Olerup
(1999), this was caused by the considerable changes that would be needed to
implement the efficiency case, due to the potential conflict between Stokholm Energi’s
core business, relying on energy sales, and energy efficiency. As a consequence,
Stockholm Energi’s “efficiency efforts stayed at a symbolic level, while renewables
moved on to action” (Olerup, 1999: 70).
Three studies focus on electric utilities’ symbolic responses regarding specific energy
technologies which are not strongly legitimized as sustainable, or whose sustainability
is questioned after a disruptive event. Interestingly, three out of the four studies
examining electric utilities’ symbolic management are focused on nuclear energy
(Banerjee and Bonnefous, 2011; Beelitz and Merkl-Davies, 2012; Patriotta et al., 2011)
and two of them address the contestation of this energy source after an accident
occurred to a nuclear plant (Beelitz and Merkl-Davies, 2012; Patriotta et al., 2011).
Both studies analyse the symbolic response of a Swedish nuclear power firm,
Vattenfall, after a nuclear incident to one of its plants. In particular, Beelitz and MerklDavies (2012) examine Vattenfall’s symbolic management to restore nuclear energy’s
legitimacy following an incident to one of its German plants. They show that Vattenfall
first adopted a ‘technocractic response’, by using facts and figures to curtail the
accident’s significance. Due to the protests of anti-nuclear stakeholders, this response
was replaced by a ‘stakeholder engagement’ response. However, Vattenfall is argued
to have embraced a stakeholder engagement approach to “signal[…] a change in
stakeholder orientation, yet maintaining the status quo” (Beelitz and Merkl-Davies,
2012: 115).
While Beelitz and Merkl-Davies (2012) assign limited attention to the ‘rationales’
mobilized by Vattenfall to legitimize nuclear energy, these are instead explored by
Patriotta et al. (2011), through the lenses of the ‘orders of worth’. These are “higher
order principles that structure social spheres and can be mobilized […] to resolve
disputes between actors” (Patriotta et al., 2011: 1809). Facing a dynamic and ‘multipolarized’ debate and a ‘collision of multiple orders of worth’ mobilized by
stakeholders to (de)legitimize nuclear energy, Vattenfall’s first response was limited to
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‘a technocratic defence’ (Patriotta et al., 2011), analogously to the response observed
by Beelitz and Merkl-Davies (2012). This response was then replaced by the
mobilization of a more balanced mix of orders of worth, aiming to achieve a
compromise with the different German stakeholders. Vattenfall’s justification
increasingly encompassed the legitimization of nuclear energy as cheaper energy
source (market rationale), as contributor to ‘solving the problem of energy in
Germany’ (civic rationale), as critical for ‘enhancing Germany’s energy autonomy’
(domestic rationale), but interestingly, with limited reference to nuclear as a green
energy source (green rationale).
Different from Patriotta et al. (2011), who illustrate the electric utility’s symbolic
management as aimed to maintain nuclear energy’s legitimacy, Banerjee and
Bonnefous (2011) connect symbolic management explicitly to the firm’s goal of
‘sustain[ing] its economic growth strategy’. In particular, according to Banerjee and
Bonnefous (2011: 127), “corporate sustainability strategies developed and
implemented through stakeholder management tend to be driven by economic criteria
with mainly symbolic gestures to environmental and social sustainability”. In order to
manage its different stakeholders, the French nuclear power firm adopted targeted
symbolic management strategies. To strengthen the backing of supportive
stakeholders, the firm used a ‘reinforcement strategy’ that sought to frame nuclear
energy as ‘clean, safe and efficient’ (Banerjee and Bonnefous, 2011). It adopted a
‘containment strategy’ with obstructive stakeholders, in order to isolate them and
reduce their influence. This consisted of organizing ‘stakeholders’ sessions’, of framing
nuclear plants as cleaner than coal power stations and of denouncing obstructive
stakeholders’ practices as illegal. Finally, ‘stabilization strategies’ were adopted to
reassure passive stakeholders’ by designing communication campaigns to promote
nuclear energy as clean and safe. While the French nuclear firm also adopted concrete
actions that seemed to address sustainability concerns, according to Banerjee and
Bonnefous (2011), the fact that these initiatives were only taken based on economic
criteria makes the ‘transition to sustainable development’ symbolic, given that the
initiatives were not supported by change in the firm’s business model.
Accommodative approach
Electric utilities adopting an accommodative approach “go beyond compliance”
(Slawinski and Bansal, 2012) and embrace a longer term perspective than those
committed to a defensive response, yet they do not take a leadership role in their
actions towards sustainable development. For example, electric utilities adopting an
accommodative approach are more committed to CO2 reduction rather than to
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independence from carbon sources. A set of studies, discussed in the following
paragraphs, illustrate electric utilities’ accommodative approach to sustainability.
An accommodative response, labelled by Weinhofer and Hoffmann (2010) as a ‘CO2
reduction strategy’, is one of the possible ways to manage climate change. Electric
utilities adopting this orientation “change production processes and products with a
view to lowering their CO2 emissions” (Weinhofer and Hoffmann, 2010: 80).
Weinhofer and Hoffmann (2010: 81-82) identify three ways in which CO2 reduction can
be attained: replacing carbon intensive power stations with plants using “less carbon
intensive fuels (e.g. gas instead of coal) and/or […] improved technologies (e.g.
integrated gasification combined cycle […])”; “changing the fuel in existing fossil fuel
power plants, either totally (e.g. gas instead of coal) or by co-firing CO2-neutral energy
sources such as biomass”; increasing existing fossil fuel plants’ efficiency.
An accommodative approach can also be seen for those electric utilities adopting a
combination of CO2 strategies (Weinhofer and Hoffmann, 2010). These can consist of
“engag[ing] in activities to reduce CO2 emissions and also work towards gaining
independence from carbon resources”, in combining CO2 compensation and
independence, or in committing concurrently to CO2 compensation, CO2 reduction
and work towards CO2 independence (Weinhofer and Hoffmann, 2010: 80).
Weinhofer and Hoffmann (2010) demonstrate the impact of electric utilities’ ‘regional
affiliation’, size and absolute CO2 emissions on their CO2 strategies. In particular,
Weinhofer and Hoffmann (2010: 86) show that the proportion of firms adopting
concurrently CO2 compensation, CO2 reduction and work towards CO2 independence,
“is significantly higher in the EU and Japan and significantly lower in the US compared
to the worldwide sample”. The study also signals that these type of firms have on
average a larger size and higher CO2 emissions than the firms adopting other
strategies.
An accommodative approach by electric utilities to the reduction of CO2 emissions also
emerges in Hoffmann (2007), who explores the impact of the EU ETS on German
electric utilities’ investment decisions. While the EU ETS are found to have an influence
on electric utilities in terms of the integration of CO2 allowance prices in their strategic
decisions, “actual technological changes induced by the EU ETS seem to be moderate
at best” (Hoffmann, 2007: 472). The study shows that German electric companies
continue to invest in coal- and lignite-fire power plants, making “low carbon
investments with limited risks”, for example retrofit investments that improve the
performance of existing plants, or “investments with an inherent option character
(R&D)” (Hoffmann, 2007: 472). Hoffmann (2007) observes a strong commitment of
German electric companies in R&D to reduce CO2 emissions, however this is
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channelled through the participation in wider research programs more than in the
development of autonomous projects. The German electric utilities’ R&D efforts seem
“driven by the insight that large CO2 reductions are inevitable in the long term” (2007:
469) rather than by the EU ETS. Investments in large-scale projects with long payback
periods are as yet limited, in particular due to the uncertainties related to the future of
the EU ETS and to other issues (e.g. increase in gas prices).
The accommodative approach adopted by German electric utilities seems to also be
confirmed by Hoffmann et al. (2009), who focuses on the impact on their investment
decisions of the uncertainty associated with the EU ETS. Hoffmann et al. (2009: 1246)
argue that three motivations, i.e. “securing competitive resources, leveraging
complementary resources, and alleviating institutional pressure”, led electric
companies to not postpone and, in some cases, even to accelerate investments for CO2
emission reduction, despite regulatory uncertainty. Yet the examples provided by
Hoffmann et al. (2009) suggest that the investments were mainly intended to realise
performance improvements of existing conventional plants or for R&D in carbon
capture and storage. A CEO’s quote illustrates this response well: “We want to position
lignite as sustainable. Thus we have to invest in new technologies…We need to
position modern lignite in order to attract trainees” (Hoffmann et al., 2009: 1246).
A situation where electric utilities exceed compliance, by adopting pollution
prevention, yet remain within the boundaries of emissions’ reduction, is illustrated in
Marcus and Geffen’s (1998: 1146) study of “the [US] electric utility industry’s
responses to the 1990 amendments to the Clean Air Act”. The response of the US
electric utilities is seen as resulting from a dialectic process for change, where the
thesis is represented by the government goals for emission reduction and the
antithesis is market competition, which generates variations and retentions of
technological options for emission reduction (Marcus and Geffen, 1998). Indeed, on
one side, the US government supported the implementation of ‘end of pipe solutions’,
because even if they conflicted with a pollution prevention objective, they allowed the
maintenance of a balance between US federal states’ interests. On the other side,
contrary to the government’s instructions, the electric utilities committed to reduce
emissions by investing in lower-sulphur coal and, increasingly, gas plants, considering
them ‘more efficient’ solutions than end-of-pipe ones. Thus in Marcus and Geffen
(1998) the accommodative approach of electric utilities emerges from the market’s
outdoing of the government’s requests for cost reduction reasons. Efficiency motives
therefore triggered the choice for pollution prevention instead of end of pipe solutions
of the pollution problem.
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Among others, cost-related reasons seem to also drive Union Fenosa’s accommodative
approach to sustainable development, as illustrated by Poisson-de Haro and Bitektine
(2015). As Union Fenosa’s core electricity generation technology was coal, the
greening of its capacity, in which the firm nevertheless strongly engaged, resulted
necessarily in a long term process. In order to “compensate for the illegitimacy of its
technical core” (Poisson-de Haro and Bitektine, 2015: 336), the company thus started
focusing on “‘green’ projects outside the technical core”, consisting of the promotion
of energy efficiency among its customers, vocational training and the construction of
‘greener’ power stations in developing countries. Union Fenosa’s response to global
pressures for environmental sustainability was thus strongly affected by the rigidity of
its technical core, i.e. “the difficulties and costs associated with changes to [the] firm’s
technical core” (Poisson-de Haro and Bitektine, 2015: 336).
The technical core seems to also play a role, at least initially, in the development of
biomass co-firing illustrated by Raven (2006). Dutch electric utilities in the late 1990s
faced a destabilization of the existing ‘electricity regime’, driven by climate change
regulations, the emergence of a green market and liberalization policies (Raven, 2006).
Investing in the co-firing technology, which allowed biomass combustion within
existing, originally coal-fired, plants, seemed a ‘problem solver’ to electric utilities,
both in terms of costs and of market opportunities. Biomass co-firing was also
increasingly supported by the Dutch regulators, because it was in keeping with targets
for emission reduction and renewable energy targets (Raven, 2006). While the electric
utilities initially co-fired biomass with no or limited modifications to the existing coal
plants, over the years they made more substantial adjustments, with the aim of
improving the performance of the biomass ‘combustion process’ (Raven, 2006). This
was driven on the one hand by the decreasing stability of the electricity regime and, on
the other hand, by the emergence of visions, expectations and networks around
biomass co-firing. The increased commitment of electric utilities to biomass co-firing
could thus be seen as an accommodative approach, since gradually “the alternative
trajectory branched out of the dominant trajectory of coal firing and [became] more
radical along the innovation journey” (Raven, 2006: 592).
An electric utility adopting an accommodative approach to environmental
sustainability has the choice between different types of energy technologies. Watson
(2004: 1065) explored why, in a period of “increased emphasis on environmental
protection”, faced with “two fossil fuel power generation technologies that both
produce cleaner electricity”, CCGT and fluidized bed boiler, electric utilities invested
more heavily in the former than in the latter. Analysing how the two technologies
developed internationally, Watson (2004) argued that the key driver of CCGT’s success
as the ‘electricity industry’s technology of choice’ was its flexibility. Indeed, the
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multiple applications of the gas turbine, CCGT’s core technology, and the possibility to
benefit from technological improvements attained in other sectors encouraged electric
utilities to concentrate significant investments on CCGT. Watson’s (2004) study
therefore provides another interesting perspective on electric utilities’ response to
pressures for sustainability. Investment decisions might not only be driven by the
current technical core, but also by the given availability of different clean(er)
technologies, flexibility and potential synergies with other sectors may play a role.
Proactive approach
A number of studies describe electric utilities’ adoption of a ‘proactive’ approach. It
should be noted that in some of the literature it is not clear what share sustainable
practices (e.g. investments in renewables) represent within the whole set of electric
utilities’ activities or investments (e.g. in electric utilities’ energy portfolio). However,
we associate them with a proactive approach when the activities illustrated appear
consistent with a longer term perspective, are not the results of mere compliance with
regulations and when they are more socially and/or environmentally sustainable than
those adopted by accommodative firms, as in the case of investments in renewables.
Weinhofer and Hoffmann (2010) identify a proactive response, called ‘CO2
independence’, among the strategies electric utilities can adopt for climate change.
This strategy represents a proactive orientation because it focuses on a longer time
horizon and consists of “tak[ing] measures that transform business operations towards
achieving independence from fossil resources, i.e. [to] substitute carbon resources
with non-carbon resources such as renewables” (Weinhofer and Hoffmann, 2010: 80).
Yet, no electric utility among those examined by Weinhofer and Hoffman (2010),
emerges as adopting only a CO2 independence strategy, but the most proactive ones
adopted a combination of CO2 strategies and worked towards carbon independence
(see ‘Accomodative’ section).
Poisson-de Haro and Bitektine (2015) show that, for electric utilities, being proactive
does not necessarily mean undergoing a radical strategic change. Indeed, Iberdrola’s
‘green positioning’ (Poisson-de Haro and Bitektine, 2015), which the other electric
utilities could not match, was made possible through relatively limited incremental
investments. Iberdrola, originally a hydroelectric power firm, could become leader in
terms of independence from carbon sources by building on its existing ‘green technical
core’ and by exploiting this advantage to secure governments’ subsidies for
renewables. Also Olerup (1999) relate Stockholm Energi’s proactive approach as
regards renewables to the firm’s technical core. As mentioned previously, Stockholm
Energi has adopted a rather defensive response as regards energy efficiency, but has
embraced fully the ‘renewable case’. Stockholm Energi’s “renewables moved on to
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action” (Olerup, 1999: 70), because the renewable case matched the electric utility’s
core business, which was based on selling energy. As argued by Olerup (1999: 72), “the
pattern of response depended on whether the pressures from outside conformed to
the rational aspects of the technical core”.
Some studies (Delmas et al., 2007; Markard and Truffer, 2006) indicate deregulation as
a driver of a proactive approach to sustainable development. In particular, Delmas et
al. (2007: 205) find that US electric utilities in response to ‘the early stages of
deregulation’ adopt ‘environmental differentiation’ strategies, which “blend together
traditional differentiation strategies with an element of conscious contribution to the
common good”. According to Delmas et al. (2007), while in a regulated industry
electric utilities had no incentives to innovate and exploit differences between
customers, with deregulation, ‘new freedoms’ and increasing competition, electric
incumbents started differentiating through the supply of green power, as a means of
gaining a competitive advantage. While deregulation acted to trigger environmental
differentiation, the adoption of this proactive strategy was shown to be less likely for
more efficient electric utilities and for those with an existing coal-based technical core.
Conversely, in the US states with a more environmentally sensitive population electric
utilities were more likely to invest in environmental differentiation. As mentioned in
the ‘reactive approach’ section, Kim (2013) observed an opposite impact of
deregulation on electric incumbents’ commitment to environmental sustainability. Yet,
similarities with Delmas et al. (2007) study consist in the relevance of the technical
core and of the citizens’ characteristics. Indeed, Kim (2013) observed that incumbents
‘with previous investments in renewables’ and those facing ‘greater actual green
demand’ are more likely to invest in renewables under deregulation.
Similar to Delmas et al. (2007), Markard and Truffer (2006) illustrate a proactive
approach to environmental sustainability in liberalized markets. Markard and Truffer
(2006) argue that under deregulation customers have the power to affect the
innovation process in the electricity sector, by selecting or negotiating the electricity
supply offer they prefer. This, together with the will to not be “swept away by a new
technology”, and to possibly gain a competitive advantage, has driven incumbents to
engage in more radical innovations. As shown by the case of fuel cells illustrated in
Markard and Truffer (2006), radical innovations can also take place in clean
technologies.
Fremeth and Shaver (2014) and Pacheco and Dean (2015) identify other factors
affecting electric utilities’ investments in renewable energies. Fremeth and Shaver
(2014) examine the impact of stringent environmental regulations (i.e. renewable
portfolio standards), faced by peers (i.e. ‘firms in the same regulatory jurisdiction’) in
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other jurisdictions on US electric utilities’ investments in renewables ‘before
statutorily required’. The study shows that electric utilities “adopt[ed] more
renewable-power generation when their peers […] face[d] greater renewable-power
standards in other jurisdictions” (Fremeth and Shaver: 629). However, interestingly
electric utilities did not respond to policies established in neighbouring states or
‘imitate’ their peers’ environmental performance. Instead, they adopted a forwardlooking behaviour, when they “chose to take costly action consistent with how those
peers would be statutorily bound elsewhere” (Fremeth and Shaver, 2014: 646).
Pacheco and Dean (2015) instead show that strategic factors, i.e. competitors’ actions
and market dependence, ‘can take precedence’ over NGO pressures in motivating
electric utilities to invest in wind energy. Specifically, Pacheco and Dean (2015: 1098)
demonstrate that increases in NGO pressures “are positively related to the probability
of adding new wind power for firms confronting little to average competitor adoption
of wind power”. Conversely, when competitors have a greater degree of wind power
activity, higher NGO pressures have a lower impact on electric utilities’ wind power
investments. The study also finds that the positive relationship between NGO
pressures and the likelihood of electric utilities’ investments in wind energy is higher
‘at low levels of market dependence’, i.e. at low levels of dependence of a firm’s
revenue on a specific US state. Thus, NGO pressures have lower influence on the wind
power investments of electric utilities with high dependence on a specific market.
While the studies reviewed focus on electric utilities’ proactive approach to
environmental sustainability, Sharrat et al. (2007) identify electric utilities adopting a
proactive stance to social responsibility, which they name ‘embracing social
initiatives’. Proactive electric utilities, confronted with social obligations, ‘embrace’
them, because they see “disadvantage[d] consumers [as] a potentially untapped
market worth pursuing, giving prospects for market leadership and growth in terms of
customer retention and acquisition” (Sharrat et al., 2007: 1512). As stated by Sharrat
et al. (2007:1513), these firms adopting ‘social differentiation’ (Delmas et al., 2007) are
“seen as proactive in the delivery of new products and services” to disadvantaged
customers.
Reflections on incumbents’ responses based on the literature review
The review of the literature addressing electric incumbents’ responses to sustainable
development leads to three main considerations. First, electric incumbents have faced
in the last decades environmental, social and economic sustainability-related demands
and they have adopted different approaches to tackle them. The focus of the studies
has however largely been on the firms’ response to one sustainability issue, e.g.

42

climate change, overlooking thus the sustainability-related complexity electric utilities
have been confronted with and their responses to this complexity.
Second, a key factor of electric incumbents’ responses to sustainability-related
demands seems to be the liberalization of the sector. A connection thus seems to
emerge between sustainable development and deregulation/privatization. However,
the literature reveals a contested picture of the impact of deregulation and
privatization on electric utilities’ engagement in sustainable development. Also, limited
attention is given to the potential contradictions between a process like deregulation
that reduces government intervention on electric incumbents’ behaviour and the
issuing of regulations imposing them sustainable practices.
Third, almost all the studies take a rather ‘static’ perspective to electric incumbents’
responses to sustainable development. Very scant attention is given to the changes
and the evolution of electric utilities’ responses to sustainable development issues
over time. For example, it is not clear whether and to what extent the symbolic
management response adopted by Endesa and its decision to focus on ensuring
security of supply, is viable in the longer term, given the rising pressures for
environmental sustainability. Similarly, Stockholm Energi’s defensive approach with
regards to energy efficiency does not capture electric utilities’ rising investment in
energy efficiency-related services observed in the last years; partly this may be due to
the fact that the study is from 1999. It thus seems that the literature on electric
incumbents’ responses to sustainable development has mainly focused on a specific
point in time and has given limited attention to the radical transformation the
electricity sector has been undergoing, highlighted in section 2.4.2.

2.5. DISCUSSION AND CONCLUSION
The literature review conducted in this chapter highlights the interesting and varied
nature of the research on the electricity sector and sustainable development. In
particular, the analysis of the sustainable development issues addressed in the
selected studies shows that the electricity sector has raised scholarly attention
regarding diverse environmental, social and economic sustainability concerns.
Furthermore, a number of studies, with their focus on the emergence of new kinds of
power producers and/or of new subsectors, have highlighted the sustainable
development-driven radical transformation the electricity sector has undergone in the
last decades. In addition, the review of the research conducted on electric incumbents’
approach to sustainable development has pointed to the adoption of heterogeneous
behaviours and strategies with regards to environmental, social and economic
sustainability objectives.
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As signalled in the previous sections of the chapter, the literature review also reveals
the existence of unexplored areas deserving further investigation. I have identified
three main avenues for research on the electricity sector and sustainable development
which are discussed in the following paragraphs: (1) a cross country perspective to
electric incumbents’ responses to sustainable development challenges (2) the
evolution of electric incumbents’ responses to tensions between sustainable
development issues and (3) the nexus of the market, state and sustainable
development.

A cross-country perspective to electric incumbents’ responses to sustainable
development-related challenges
Section 2.3.3. shows that extant research investigates the electricity sector and
sustainability mainly in one country, with particular focus on the US context. Yet, at the
same time, some studies signal the existence of national specificities in sustainabilityrelated demands. For example, Patriotta et al. (2011) and Beelitz and Merkl-Davies
(2012) describe a dominant view of nuclear energy’s sustainability in Germany that
differs from the one illustrated by Banerjee and Bonnefous (2011) with regards to
France. Indeed, on one side Beelitz and Merkl-Davies (2012) and Patriotta et al. (2011)
illustrate the German government’s decision to phase out nuclear energy in 2001 for
safety reasons and a tough national political debate around nuclear energy’s
sustainability in the following years, in particular after nuclear accidents. On the other
side, Banerjee and Bonnefous (2011: 130) argue that in France “the government has
always been proud and supportive of its nuclear industry and promoted its expansion”.
This cross-country heterogeneity, if combined with the expansion of European electric
utilities across multiple countries (Kolk et al., 2014), highlights the need to examine
how these firms address the misalignment of sustainability-demands across the
national environments in which they operate. In chapter 4 we aim to provide an
answer to this question, by exploring how European multinational electric utilities have
tackled heterogeneous dominant views of nuclear energy in multiple countries, after a
nuclear accident.

The evolution of electric incumbents’ responses to tensions between
sustainable development issues
As highlighted in section 2.4.3., research on electric incumbents’ approach to
sustainable development has provided an interesting picture of the heterogeneous
responses given by electric utilities to different types of sustainable development
issues. Yet, the literature review has revealed the adoption of a narrow focus both in
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terms of the extent of sustainable development issues examined and in terms of the
timeframe considered.
As regards the former, the large majority of the literature focuses on one sustainability
issue. The limited number of studies taking into consideration more than one
sustainability issue, do not manage to capture the high degree of complexity electric
utilities have been facing and their responses to it. Indeed, as shown in section 2.4.1.
and 2.4.3., the studies exploring the tensions faced by electric utilities in more detail,
focus on a specific technology or plant and examine largely or exclusively the electric
utilities’ symbolic management of these tensions. Although this research provides
valuable insights, it fails to inscribe the complexity around specific technologies within
a wider, fundamentally more complex situation electric utilities have been facing.
Indeed, as the main decision for electric utilities concerns their energy technology
portfolio, their responses to the tensions around nuclear energy are strictly connected
to their stance regarding other energy technologies (e.g. renewables and fossil fuels).
In addition, the studies adopting a wider perspective to electric utilities’ strategies
towards sustainable development, by for example examining investment decisions
across different technologies, either focus only on a narrow sustainable development
issue (e.g. Hoffmann, 2007) or, as in the case of Poisson-de Haro and Bitektine (2015),
they only signal trade-offs between different issues (e.g. security of supply and carbon
independence). However, they do not explore electric utilities’ responses to multiple
sustainable development issues in depth and with a long-term perspective.
The adoption of a longitudinal perspective is particularly crucial in the study of electric
incumbents’ commitment to sustainable development. As highlighted in previous
sections, the transformation of the electricity sector has been a rather lengthy process,
with rising and changing pressures for sustainability, and it has still not ended. This
process has been leading to a radical change of the industry, encompassing the entry
of new actors generating energy from more sustainable sources, as shown in section
2.4.2. We thus argue that, in order to investigate electric incumbents’ responses to
sustainable development, it is highly important to adopt a longitudinal perspective and
to examine them within the framework of the transformation undergone by the
electricity sector. This would allow the assessment of whether the chosen responses
could be maintained by the firms over time and whether there have been changes in
the way they have addressed tensions between different sustainability issues. Olerup
(1999) is one of the very few studies adopting a longitudinal approach, yet it does not
consider the fact that electric utilities’ have to tackle multiple and heterogeneous
sustainable development issues at the same time. Indeed, while Olerup (1999)
describes a ‘security of supply’ era experienced by electric utilities in the past, the
European Commission’s 2014 ‘Energy Security Strategy’ signals that security of supply
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is still a crucial concern which electric utilities have to consider together with other key
issues, e.g. carbon reduction and energy affordability.
Building on the literature reviewed, we thus argue that research is needed that takes a
long-term perspective to the whole set of electric utilities’ strategic decisions and
examines them through the lenses of the sustainable development-related complexity
these firms have been facing. The study of E.ON, illustrated in Chapter 5, aims to
integrate these components. To this purpose, it explores how the German electric
utility has addressed the multiple sustainable development issues it was called to
tackle, from its establishment in 2000 throughout the subsequent 15 years.

Market, state and sustainable development
As will be illustrated in more detail in chapter 3, the electricity sector, once defined by
“regulated, territorial monopolies” (Markard and Truffer, 2006: 610), has in the last
decades undergone a process of deregulation and privatization, which has significantly
changed it. This has raised the interest of management scholars and “a rich and diverse
literature explores how economic regulation and deregulation have impacted the
behaviour of firms” (Delmas et al., 2007: 190). The literature review conducted in this
chapter shows that a set of studies has explored or made reference to the impact of
deregulation and/or privatization specifically on the way electric incumbents have
addressed sustainable development issues. Yet, two main features of the literature
reviewed signal the need for additional investigation on the relationship between the
state, market and sustainable development in the electricity sector.
First, extant literature provides conflicting views and findings regarding the impact of
deregulation on electric utilities’ approach to sustainable development. This is
epitomized by the divergent findings of Delmas et al. (2007) and Kim (2013) on the
impact of deregulation on US electric utilities’ environmental differentiation. It is thus
not clear whether and to what extent market-led coordination has fostered the
commitment to sustainable development objectives or if instead it has engendered
tensions and irresponsible behaviours.
Second, the literature has focused on addressing the impact of state- and/or marketbased coordination on sustainable development. Yet, in the last years, debates have
emerged, especially in countries where liberalization and privatization policies have
reached the fullest implementation (e.g. the UK), around the need for the government
to refrain from a ‘laissez faire’ position and the need for the state to intervene to
ensure, for example, security of supply or greener power generation. Despite the high
importance of this topic to electric utilities, an analysis of whether and to what extent
the increasing concerns about sustainable development have affected the
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maintenance of a ‘neoliberal solution’ for the electricity sector and has relatedly driven
calls for a ‘return of the state’ is lacking.
We therefore consider particularly relevant to explore the interaction between
market, state and sustainable development in the electricity sector. Chapter 6 provides
a first conceptual exploration of different dynamics that may be enacted between
state, market and sustainable development and drawing on the electricity sector as an
illustration. The chapter will also pay attention to the heterogeneity of sustainability
issues faced by electric utilities and to a cross-country perspective that, as mentioned
previously, is overlooked in extant research.
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CHAPTER 3
REVIEW OF RESEARCH ON INSTITUTIONS AND THE
ELECTRICITY SECTOR
3.1. INTRODUCTION
In the last decades the electricity sector has undergone multiple significant
transformations and institutions and institutional change have come to play a critical
role in the life of electric utilities, by affecting their ownership (e.g. Tsoukas and
Papoulias, 2005), the energy technologies to adopt (e.g. Hoffmann, 2007), their
commitment to sustainable development (e.g. Poisson de-Haro and Bitektine, 2015;
Sharrat et al., 2007), their international investments (e.g. Holburn and Zelner, 2010),
the structure of the sector in which they have operated and the number and types of
competitors they have been confronted with (Sine and David, 2003).
Focusing on the past two decades (1994-2014), this chapter aims to examine the
research conducted on institutions and the electricity sector. The study adopts three
main lenses to the review of the literature. First, the institutional agents, i.e. those
actors committed to creating, maintaining and disrupting institutions (Lawrence and
Suddaby, 2006; Scott, 2014), have been analysed. Indeed, as institutionalists have
emphasized through the concepts of ‘agency’ (Kostova et al., 2008), ‘institutional
entrepreneurship’ (Battilana et al., 2009) and ‘institutional work’ (Lawrence and
Suddaby, 2006), institutions are not static and actors do not always passively conform
to them but they are actively engaged in creating, defending or changing them. Given
the relevance institutions have in the electricity sector, it is particularly interesting to
identify the institutional agents that the literature considers crucial, their goals and the
means through which they engage in affecting electricity-related institutions. Second,
the ‘institutional consequences’ (Scott, 2014) have been explored. It is indeed
particularly relevant to assess not only whether the literature sees institutions as
important for the electricity sector but how it conceptualizes their importance. The
analysis of institutional consequences allows to shed light on the different types of
impact institutions may have on electric utilities and on the structure and constituency
of the electricity sector. The third lens consists of a review of the ‘institutional
processes’ (Scott, 2014) associated with the electricity sector, as explored by scholars.
As posited by Sine and David (2003), ‘institutional conflict and change’ have played a
key role in the electricity sector, due to the transformations it has undergone in the
last decades, after a long period of stability. From the literature, institutional processes
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related to deregulation and sustainable development have emerged as dominant
themes in the recent history of the electricity sector.
The literature reviewed in this chapter provides relevant insights on institutional
agency, institutional consequences and institutional processes related to the electricity
sector. Yet, two key topics have also been identified as receiving scant attention. In
particular, as discussed in section 3.5, the (de)institutionalization processes involving
the market, state and sustainable development deserve further investigation. Also,
there is a need to explore the challenges faced by electric utilities operating in multiple
heterogeneous institutional environments. The chapters following this one will explore
these topics further.

3.2. METHODOLOGY
The selection of papers relevant for the literature review followed four main stages
that reflect the approach adopted in chapter 2.
First, we selected twenty-five major peer-reviewed strategy, general management, and
international business journals, based on the ABS (Association of Business Schools)
2010 ranking and the FT 2012 research rank, were selected, as well as the main
business ethics journal (Journal of Business Ethics) and business strategy and
sustainability journal (Business Strategy and the Environment). In addition, two top
business history journals (Business History Review and Economic History Review) and
two entrepreneurship journals (Entrepreneurship Theory and Practice and Journal of
Business Venturing) were included among the selected journal outlets, in order to
capture other potentially relevant papers (see Table 3.1, which is the same as Table
2.1). As also indicated in chapter 2, this selection has limitations but is assumed to
provide a relatively good reflection of main debates amongst business and
management scholars.
Then, the timeframe in which to focus the article search was set. As the research was
conducted in 2015, a twenty-year period, from 1994 to 2014, was considered an
appropriate period to explore the evolution of the management literature on
institutions and electricity sector. Due to database access limitations or to the
publication of the first issues of a journal in a later date, for eight journals it was not
possible to collect papers since 1994 and the search was thus conducted from the first
available year (see Table 3.1). One study, i.e. Poisson-de Haro and Bitektine (2015)
included in the reviewed papers, was first made available online for early view in 2014,
but later included in a 2015 journal issue. For each journal a separate search was done,
either in a database that gave access (such as EBSCO or JSTOR) or through the specific
journal website.
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Journal outlets
Searched timeframe
Academy of Management Journal
1994-2014
Academy of Management Review
1994-2014
Academy of Management Perspectives
2006*-2014
Administrative Science Quarterly
1994-2014
British Journal of Management
1994-2014
Business and Society
1999*-2014
Business History Review
1994-2014
Business Strategy and the Environment
1996*-2014
California Management Review
1994-2014
Economic History Review
1994-2014
Entrepreneurship Theory and Practice
1994-2014
European Management Journal
1994-2014
Global Strategy Journal
2011*-2014
International Business Review
1994-2014
Journal of Business Ethics
1994-2014
Journal of Business Venturing
1994-2014
Journal of International Business Studies
1994-2014
Journal of International Management
1998*-2014
Journal of Management
1994-2014
Journal of Management Inquiry
1999*-2014
Journal of Management Studies
1994-2014
Journal of Operations Management
1994-2014
Journal of World Business
1997*-2014
Long Range Planning
1994-2014
Management International Review
1994-2014
Management Science
1994-2014
Organization Science
1994-2014
Organization Studies
1994-2014
Research Policy
1994-2014
Strategic Management Journal
1994-2014
Strategic Organization
2003*-2014
Table 3.1: Overview of the journal outlets and searched timeframe
* available only from this year in the University of Amsterdam journal database or publication of the journal
only started from this year.

Subsequently, a set of keywords for the search of potentially relevant articles was
established. The keywords selected were based on the terms mostly used by
practitioners and scholars to refer to the electricity sector and firms. The keywords
employed were: electric/electricity, utility/utilities and energy.
Once the articles were collected using the keywords, they underwent an additional
selection process, in order to retain only the papers relevant for the literature review.
For this purpose, the articles were examined to verify whether they fulfilled three main
criteria.
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1.

2.

3.

As the core feature of the electricity sector is electricity generation and
distribution, the articles needed to focus on actors producing and/or
distributing or aiming to produce and/or distribute electricity. As a
consequence, papers focusing on other actors, e.g. oil and gas companies or
manufacturers of energy technologies, or with an unclear focus were
excluded.
The articles needed to only focus on the electricity sector. As the literature
review aims to examine the research interest raised by the electricity sector
among scholars, articles mixing electric firms with firms from different sectors
do not signal a motivation specifically for the sector of this study. Therefore,
articles mentioning the electricity sector only as an example among others or
using electric utilities within a sample including companies from other sectors
were excluded.
Since this study focuses on reviewing the literature on the electricity sector
and institutions, the articles needed to address topics involving regulative,
normative or cognitive institutions (Scott, 2014); this is the only difference in
the methodology compared to chapter 2. For regulatory institutions the
selected articles included also studies focusing on regulations in the
framework of other theories (e.g. political strategy theory) or without explicit
reference to institutional theory. For normative and cognitive institutions,
given the higher level of difficulty in identifying the focus on these institutions
without the adoption of an institutional theory framework, only the studies
explicitly adopting institutional theory were selected.

In total 45 articles published in 15 journals fulfilled the criteria and were selected for
the literature review. Compared to chapter 2, which covered 41 articles in 15 journals,
26 articles and 12 journals are included in both sets. Once the general characteristics in
terms of journals they belonged to, year of publication, and geographic focus were
assessed (aspects which will be discussed in section 3.3), all the articles were read fully
and examined through the three lenses presented in section 3.4: institutional agents,
institutional consequences and institutional processes.
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3.3. GENERAL CHARACTERISTICS OF THE RESEARCH PUBLISHED IN
MAIN ACADEMIC JOURNALS
3.3.1. Journal outlets
The analysis of the coverage of the literature on institutions and the electricity sectors
across the selected management journals shows that it spans a variety of publications
(See Figure 3.1).

Figure 3.1: Number of articles per journal outlet

Interestingly, the journals with the highest number of articles are Strategic
Management Journal (SMJ) and Research Policy (RP). In particular, the high presence
of studies in SMJ signals that institutions are acknowledged by scholars as playing a key
strategic role on the electricity sector. Compared to chapter 2, where Business
Strategy and the Environment (BS&E) had most articles, a larger prominence of
management and organization journals was found here more generally. The large
number of articles in RP suggests that the sector has undergone significant
technological changes in the last decades and institutions have been highly relevant in
this transformation. The limited number of articles published in international business
journals is striking. As illustrated and discussed in the following sections, this could be
related to the fact that the internationalization of the electricity sector is rather recent,
as the period between 1990 and 1999 is said to be “the industry’s first decade of
internationalization” (Holburn and Zelner, 2010: 1291). However, as argued by
Holburn and Zelner (2010), since an increasing number of countries have opened their
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electricity sectors to foreign direct investment (FDI) in electricity generation facilities,
the integration of an international business perspective to the analysis of institutions
and the electricity sector would be particularly valuable.
3.3.2. Chronology of research
The analysis of the distribution of articles on institutions and the electricity sector over
the last 20 years shows that the absolute number of papers per year is relatively
limited, yet, researchers’ attention has been maintained, with an increase in interest in
the last 10 years (See Figure 3.2). This trend could be related to the increase in
institutional complexity experienced by the electricity sector, driven by the contested
push for pro-market reforms across a large number of countries and by the rising
institutional pressures for sustainability. However, interestingly, chapter 2 showed that
sustainable development as a theme in relation to the electricity sector had received
much more limited attention, with an exceptional spike in 2014, the last year covered
(see section 2.3.2). The following sections illustrate that these have been the two
topics receiving the most attention in the literature on institutions and the electricity
sector.

Figure 3.2: Chronology of research
* For the year 2014 also Poisson-de Haro and Bitektine (2015) is counted, as in the first version of the article
2014 was indicated as year.
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3.3.3. Geographic focus
The analysis of the geographic focus of the literature on the electricity sector and
institutions shows that, analogous to the research focusing on sustainable
development, the main research setting has been the US (see Figure 3.3), which
reflects a more general tendency of (usually US) journals and scholars to take this
country as their focal point for data collection and publication. There have also been
important developments that may justify the search for further insights in this
location, including the deregulation of the US electricity sector since 1978 (Sine and
David, 2003), the characteristics of different environmental regulations at the federal
and state levels (e.g. Majumdar and Marcus, 2001; Marcus and Geffen, 1998), the
significant increase in the number of nongovernmental organizations (NGOs)
“dedicated to renewable energy and energy conservation” (Pacheco et al., 2014:
1618), and the heterogeneity of institutions and institutional actors across US states
(e.g. Pacheco et al., 2014; Russo, 2001).

Figure 3.3: Geographic focus

From this analysis it emerges that the second geographic space that has attracted
significant interest of researchers studying institutions and the electricity sector has
been the European Union (EU), with a particular focus on Germany and the UK. Yet,
the main reasons driving scholars’ interest in Germany and the UK were different.
Specifically, Germany was considered an interesting location for studies focusing on
institutional pressures for sustainability, in particular due to the contested legitimacy
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of nuclear energy in the country (Beelitz and Merkl-Davies, 2012; Patriotta et al., 2011)
or due to the fact that the “German electricity industry [was] one of the largest
emitters of greenhouse gases (GHG) in Europe” (Hoffmann, 2007: 465). The UK instead
was considered particularly suitable for studies focusing on the consequences of
liberalization/deregulation, given the significant degree of privatization and
liberalization compared to other European countries by the 1990s (Hood and
McArthur, 1994).
As the main location of the studies has been the US, comparative research on
institutions across multiple locations has mainly concerned institutional differences
between US states (e.g. Russo, 2001; Sine et al., 2005; Sine et al. 2007). Such intranational institutional divergences are also highlighted by Hafsi and Tian (2005) for
China and Griffiths et al. (2007) for Australia. Although intra-country institutional
differences proved relevant, the institutional variance observed by these studies is
limited compared to those existing between countries. Yet, studies encompassing a
comparison of institutions across countries are scarce (e.g. Bergara et al., 1998;
Holburn and Zelner, 2010; Zelner et al., 2009).
In particular, the literature makes very limited reference to the comparison between
home and host countries’ institutions; an exception is Holburn and Zelner’s (2010)
comparison of the degree of policy risk in electric utilities’ home and (potential) host
countries. However, all these studies address cross-country institutional differences in
relation to electric utilities’ entry choice, overlooking an exploration of electric utilities’
behaviour within the different national institutional environments in which they
operate.
Interestingly, one set of studies makes more or less strong reference to supranational
or international institutions. In particular, some studies consider regulations developed
at the level of the EU. While Hoffmann (2007) and Hoffmann et al. (2009) refer to the
EU regulations for the reduction of CO2 emissions, Boscheck (1994) focuses on EU
electricity deregulation policies. Symmetrically, some scholars consider international
institutions, either with regards to CO2 emissions, i.e. the Kyoto Protocol (Poisson-de
Haro and Bitektine, 2015; Hoffmann, 2007; Hoffmann et al., 2009) or electricity sector
deregulation, i.e. the Washington Consensus and the coercive pressures of the
International Monetary Fund (IMF) (Zelner et al., 2009).
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3.4. THE CONTENTS OF RESEARCH ON INSTITUTIONS AND THE
ELECTRICITY SECTOR: THREE LENSES
Drawing on Scott (2014), the literature on institutions and the electricity sector can be
viewed through three different ‘lenses’. First the institutional determinants, i.e. “by
whom […] institutions [are] constructed” (Scott, 2014: xii) will be examined. I will thus
assess the types of ‘institutional agents’ (Scott, 2014) investigated by the literature, i.e.
the actors that have engaged in the creation, change or disruption of institutions
targeting the electricity sector (see section 3.4.1). Second, I will analyse the
‘institutional consequences’ (Scott, 2014) illustrated by the selected articles, i.e. the
intended but also, importantly, the unintended impact of institutions. The studies
exploring the impact of institutions on the electricity sector will therefore be reviewed
(section 3.4.2). Third, the ‘institutional processes’ involving the electricity sector will be
discussed. The focus will be on the studies focusing on “the ways in which institutions
[targeting the electricity sector] are maintained; how they spread, diffuse across time
and space; and how they weaken, decay and fall into disuse” (Scott, 2014: xii) (section
3.4.3). Table 3.2 presents an overview of the main findings of the literature review,
which will be discussed in the next three subsections for each of the three lenses
adopted.
3.4.1. Institutional actors
Institutional theory has for a long time overlooked the issue of ‘agency’, focusing on
the impact of institutions on different actors but not on the latter’s influence on
institutions. In order to address this limitation, DiMaggio (1988) acknowledged the
possibility for field constituents to create or change institutions, by positing that “new
institutions arise when actors with sufficient resources see in them an opportunity to
realize interests that they value highly” (Sine and David, 2003: 187). As argued by Scott
(2014: 117), the institutional theory literature has found that a wide range of actors
can “leverage resources to create new institutions or to transform existing ones”. In
particular, the institutional agents identified by the studies on institutions and the
electricity sector can be categorized in three major groups: government, business and
civil society.
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New Entrants
Institutional change
Institutionalization

Strategic legitimating
actions
Industry Associations

Lens 2: Institutional Consequences
Electricity system focused
Potential for regulatory capture
Threats for welfare and public interest
Incumbent focused
Unprecedented challenges / (new) risks
Unprecedented uncertainty
Changes in electric utility strategy
Environmental differentiation opportunities
Make or buy decisions
International strategies and competition
Changes in innovation degree and preferences of
sector
Comparative efficiency of governance structures
Heterogeneous and changing impact of pressures
for sustainability
New entrants focused
Founding of independent power generation
facilities
Technological heterogeneity
Adoption of novel (green) technologies

Incumbent and new entrant focused
Perceptions of sustainability
(Comparative) effects of national institutional
arrangements

Table 3.2: Overview of the literature on institutions and the electricity sector

Institutionalization
of
independent
power
production
Institutionalization of renewables
Deinstitutionalization of new and traditional
energy sources
Deinstitutionalization of deregulation and private
ownership
Agency
Cultural-cognitive change
Advance socio-political change
Media coverage
Normative pressures
Framing

Incumbents
Goals
Institutional change
Institutional
maintenance
Agency
Corporate political
strategy
Discursive strategy
Industry Associations
Goals

Lens 1: Institutional actors
Goals
Deregulation/privatization
Sustainable development
Agency
Authority and coercion
Inducement
Information or Exhortation
Government

Business
Civil Society

Lens 3: Institutional Processes
Institutionalization of the market over the state
Deregulation and liberalization
Deinstitutionalization of the state
Institutionalization of the market
Delegitimation of state-ownership
Legitimation of private ownership
Shift from logic of centralized (state) to
decentralized (market) control
International institutional pressures
(Partial) Re-institutionalization of the state
Civil society’s pressure for state intervention
Government’s retrenchment of deregulation
Delegitimation of private ownership
Deinstitutionalization of the market

Coexistence and conflict between state and market
Coexistence and conflict between market- and
state-based coordination

Institutionalization of new actors and (sub-) sectors

Institutionalization of independent power producers
Institutionalization of the independent power sector
Institutionalization of the wind energy sector
(De)institutionalization of energy generation
technologies
Institutionalization of new, green energy
technologies
(De)institutionalization of conventional energy
technologies
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Government
In his illustration of ‘the major categories of institutional agents’, Scott (2014: 142)
presents the ‘nation-state’ as playing a “high profile role[…] in institutional
constructions”. Yet, Scott (2014) overlooks other public bodies which have been taken
into consideration by the literature on institutions and the electricity sector:
regions/states within a nation, e.g. the US federal states, supranational regulatory
organizations, e.g. the EU, and international organizations, e.g. the IMF. We decided to
include these three types of actors in the same category of institutional agents
because the power of sub-, supranational and international public bodies generally
derives from the power that national governments decided or agreed to delegate. Two
key features are particularly relevant in the literature on public bodies’ institutional
agency: the goal and the type of the institutional agency undertaken (see Table 3.3).
Goals of government’s institutional agency

Type of Institutional Agency

Authority and
coercion

Deregulation/privatization

Sustainable development

Regulations imposing the
deregulation and privatization of
the electricity sector (e.g.
Boschek et al., 1994; Delmas et
al., 2007; Sine and David, 2003)

Regulations imposing social
obligations (Sharrat et al., 2007)

Retrenchment of deregulation
and privatization (Henisz and
Zelner, 2005; Zelner et al., 2009)

Regulations imposing CO2
emission reduction (Hoffmann,
2007)
Regulations mandating the use of
renewables (Fremeth and Shaver,
2014)
Regulations imposing the phaseout of nuclear energy (Olerup,
1999)
Regulations setting waste, water,
air pollution requirements
(Majumdar and Marcus, 2001)

Inducement

Support for new independent
power producers (e.g. Russo,
2001; Hafsi and Tian, 2005)

Support for specific (cleaner)
energy technologies (e.g. Markard
and Truffer, 2006; Poisson de
Haro and Bitektine, 2015 )

Information
or exhortation

(De)institutionalization of private
ownership (Hafsi and Tian, 2005;
Henisz and Zelner, 2005)

(De)institutionalization of specific
energy technologies (e.g. Patriotta
et al., 2011)

Table 3.3: Government's institutional agency in the literature on institutions and the
electricity sector
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The literature describes the goals of the government’s institutional agency to be either
related to deregulation/privatization or to sustainable development (cf. Chapter 2). In
particular, the institutional agency undertaken by national governments to deregulate
the electricity sector and/or to institutionalize deregulation (e.g. Boscheck, 1994;
Delmas et al., 2007; Hafsi and Tian, 2005; Henisz and Zelner, 2005; Kim, 2013; Sine et
al., 2005), often due to the pressure of supranational or international public bodies
(Boscheck, 1994; Tsoukas and Papoulias, 2005; Zelner et al., 2009), has received
significant research attention. Interestingly, within the literature reviewed, two studies
highlight the possibility of an opposite objective of the government. Indeed, Henisz
and Zelner (2005) and Zelner et al. (2009) signal that a government’s goal can also be
one of retrenching or deinstitutionalizing deregulation in favour of a return to “the
state-centered model’s political objectives” (Zelner et al., 2009: 383). This is
particularly associated with the aim of gaining political support among local actors.
Another key set of goals of governments’ institutional agency is related to sustainable
development. In particular, as mentioned also in chapter 2, institutional agency by
national, sub- and supra-national regulators in the electricity sector has as objectives:
the increase of nuclear safety (Patriotta et al., 2011), the reduction of fuel poverty
(Sharrat et al., 2007), the cut of CO2 emissions (e.g. Griffiths et al., 2007; Hoffmann,
2007) and, more widely, of air pollution (Majumdar and Marcus, 2001), and the
decrease of water and waste pollution (Majumdar and Marcus, 2001). The studies
largely focus on the institutional agency related to one specific sustainability-related
objective, with limited attention assigned to concurrent pressures on electric utilities
for multiple and conflicting sustainability-related goals.
The types of institutional agency adopted by the government have been categorized
drawing on the literature, which developed classifications of ‘policy instruments’
(Bemelmans-Videc et al., 2010) and ‘policy tools’ (Schneider and Ingram, 1990).
Specifically, in these categorizations three main types of institutional agency have been
distinguished.
The first type is institutional agency involving the use of ‘authority’ (Schneider and
Ingram, 1990) and coercion. This encompasses the formulation of “rules and directives
which mandate receivers to act in accordance with what is ordered in these rules and
directives” (Bemelmans-Videc et al., 2010: 10). A large set of the reviewed literature
focuses on this type of institutional agency. In particular, a range of studies
concentrates on deregulation/privatization-related regulations, with similarities and
differences across countries. For example, as regards the US, which is the setting of the
majority of the studies on deregulation, the regulations examined in the literature
include revoking utilities’ “exclusive franchise rights” (Delmas and Tokat, 2005: 442),
“forcing utilities to purchase electricity from private generators” and “requir[ing]
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utilities that owned transmission lines to provide non-discriminatory access to their
grids” (Delmas et al., 2007: 192). For China, Hafsi and Tian (2005: 564) mention the
adoption of ‘new resource allocation rules’ which required “[s]tate-owned enterprises
(SOEs) […] to seek loans from banks for investment and growth”, the requirement that
“all firms [to] becom[e] autonomous with appropriate governance systems” and the
“separation of power generation from distribution networks”.
Other studies focus on the use of authority and coercion by the government to enforce
higher sustainability performance requirements on electric utilities. Policies
encompassed in this domain include, among others, obliging electric utilities to reduce
their greenhouse emissions (e.g. Marcus and Geffen, 1998; Hoffmann et al., 2009;
Poisson-de Haro and Bitektine, 2015), “mandat[ing] the use of renewable power”
(Fremeth and Shaver, 2014: 630) or of other cleaner technologies (Majumdar and
Marcus, 2001; Marcus and Geffen, 1998); imposing the phase-out of nuclear power
(Olerup, 1999), setting waste requirements (Majumdar and Marcus, 2001; Raven,
2006) and imposing social obligations to reduce fuel poverty (Sharratt et al., 2007) (cf.
Chapter 2).
Another type of institutional agency identified in the literature involves the use of
‘inducements’ “to encourage participation in policy-preferred activity” (Schneider and
Ingram, 1990: 515). In particular, some studies illustrate deregulation-related policies
intending to support the emergence of new actors (e.g. independent power producers)
in the electricity sector (e.g. Hafsi and Tian, 2005; Russo, 2001; Sine and David, 2003;
Sine et al., 2005, 2007). This is consistent with US policy makers’ view of independent
power producers “as essential to the transition to a deregulated future” (Russo, 2001:
61). Different measures, aimed at promoting the emergence of independent power
producers have been mentioned by the literature. These include, for example, ‘state
financial support’ (Sine et al., 2005), certification (Sine et al., 2007) and policies
reducing the “transaction costs of exchange between new entrants and incumbent[s]”
(Russo, 2001: 58). In the particular case of China, Hafsi and Tian (2005: 564) refer to
regulations “allow[ing] ‘non-state’ sources to invest in ‘stand-alone’ power stations”
and “providing investors with a state-guaranteed protection against political and
competitive changes” and those dismantling the state-owned monopolists “into
regional company groups” to ensure new power producers’ access to the distribution
network (Hafsi and Tian, 2005: 567).
The literature also highlights the role played by the government’s inducements for the
emergence and diffusion of new energy technologies, which in several cases were “at
first a non-competitive, high risk endeavor” (Markard and Truffer, 2006: 617), such as
renewables and nuclear energy. Key measures illustrated by the studies comprise
financial support for “R&D programs and pilot installation”, provision of liability
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coverage for nuclear accidents (Levendis et al., 2006), “construction incentives like
investment subsidies and production incentives such as feed-in-tariffs or tax
exemptions” (Markard and Truffer, 2006: 618) and “over-rul[ing of] legislative
restrictions” (Watson, 2004: 1076). Government regulations may play a key positive
role in the “stabilization of networks and actor relations” around an innovation, as was
the case for biogas in Switzerland (Markard et al., 2009: 661). On the other side, the
strong involvement of the government to support nuclear energy is argued by Levendis
et al. (2006: 38) to limit innovation in terms of “safer applications of nuclear
technology”.
The third type of institutional agency involves the use of ‘information (or exhortation)
instruments’ (Bemelmans-Videc et al., 2010) or ‘symbolic and hortatory tools’ in the
words of Schneider and Ingram (1990), which attempt to “influenc[e] people through
the transfer of knowledge, the communication of reasoned argument, and persuasion”
(Bemelmans-Videc et al., 2010: 11). Research on institutions and the electricity sector
signal the role that government communication can play in the (de)institutionalization
of the sector’s deregulation. In particular, Henisz and Zelner (2005: 366) refer to
politicians mounting “public relations campaigns to convince citizens of the need to
shift from government to private ownership” or, vice versa, trying to gain political
support by “cit[ing] the extraordinary profits earned by foreign infrastructure investors
as justification for the imposition of a retroactive emergency profits tax” (Henisz and
Zelner, 2005: 371). Hafsi and Tian (2005: 561) explain that, in order to institutionalize
the ‘liberal’ reforms they were conducting, “Chinese policy makers emphasized that a
market-coordinated economy would be combined with central intervention to correct
social ills and avoid social strife and this was seen as both appropriate and legitimate”.
The literature also shows the use of information (or exhortation) instruments to
(de)institutionalize a specific energy technology. In particular, Patriotta et al. (2011)
illustrate how the German government and political parties used their ‘discursive
practices’ to shape the public debate that emerged on nuclear energy after an accident
in one of Vattenfall’s nuclear plants. This is consistent with Markard and Truffer (2006:
617) who, with reference to the emergence of nuclear energy, stress the importance
of combining “public information campaigns and […] specific regulations to protect the
new technology”.
Business
We identified two types of institutional agents within the ‘Business’ category:
incumbent electric utilities and new entrants. New entrants in the electricity sector are
represented, in the studies, as belonging to the industries emerging within it, e.g. the
wind energy or the independent power industry. As stated by Pacheco et al. (2014:
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1610) emerging industries are “industries that are still in the growth phase and have
not stabilized in sales or firm numbers (Aldrich and Ruef 2006, Klepper and Graddy
1990), face the liability of newness (Stinchcombe 1965) and encounter challenges in
gaining critical resources and legitimacy for their practices (Zimmerman and Zeitz
2002, Zott and Huy 2007)”. In addition, as argued by Sine et al. (2007: 591), emerging
industries “provide[..] alternative methods of meeting increasing energy demands in
ways that typically have less impact on the environment than traditional forms of
electricity generation”. For both types of firms two main features will be examined, i.e.
the goal and the types of the institutional agency undertaken (see Table 3.4), first
incumbents and then new entrants.
Business’ institutional agents
Incumbents
Goals

“Gain explicit or implicit political support for a
merger” (Holburn and Vanden Bergh, 2014:
452)
Change institutions related to US electric
utilities’ financial rate of return (Bonardi et al.,
2006)

New entrants
Institutionalization
of
independent
power
generation (Russo, 2001;
Sine et al., 2005; Sine et al.,
2007)

Institutional agency features

Maintain nuclear energy legitimacy after an
accident (Beelitz and Merkl-Davies, 2012;
Patriotta et al., 2011)
Influence the direction of social obligations
(Sharrat et al., 2007)
Eliminate the need for future regulations on CO2
emissions reduction (Delmas and MontesSancho, 2010)
Type

Individual political strategy i.e. constituency
building, financial support and/or information
(Bonardi et al., 2006; Holburn and Vanden
Bergh, 2014)

‘Strategic legitimating
actions’ targeting
regulators (Sine et al.,
2007)

Collective political strategy, i.e. voluntary
agreements (Delmas and Montes-Sancho, 2010)

Trade association’s
institutional agency, i.e.
industry promotion to the
media, advocacy and
lobbying targeting
regulators, normative
influence on their
members (Russo, 2001;
Sine et al., 2005)

Trade association’s institutional agency
(Boschek, 1994)
Discursive strategy (Patriotta et al., 2011)
Corporate communication (Beelitz and MerklDavies, 2012)
“Embracing social obligations, business as usual,
management deliberation and conflicts with
commerce” (Sharrat et al., 2007: 1511)

Table 3.4: Business' institutional agency in the literature on institutions and the electricity sector
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As regards the goals of the incumbents’ institutional agency, Holburn and Vanden
Bergh (2014) and Bonardi et al. (2006) focus on firms’ attempts to ‘shape policies’
directly limiting their profits. In particular, Holburn and Vanden Bergh (2014: 450)
examine electric utilities’ attempts to “protect economic rents created by mergers and
acquisitions against dissipation by regulators”. Since the objective of electric utilities’
campaign contributions is “to gain explicit or implicit political support for a merger”
(Holburn and Vanden Bergh, 2014: 452) before the regulators decide on its approval,
the goal seems to be the institutionalization of the merger among key political
constituents. Bonardi et al. (2006: 1210) analyse incumbents’ work to change existing
institutions concerning the “financial rate of return that a US electric utility may earn”
and that is fixed by the government.
Beelitz and Merkl-Davies (2012), Patriotta et al. (2011), Sharrat et al. (2007) and
Delmas and Montes-Sancho (2010) instead focus on incumbents’ institutional agency
concerning social and environmental sustainability-related issues. In particular, Beelitz
and Merkl-Davies (2012) and Patriotta et al. (2011) concentrate, respectively, on
institutional agency aimed at maintaining organizational legitimacy and the legitimacy
of nuclear energy after a nuclear accident. Specifically, Patriotta et al. (2011) explore
the institutional agency of the electric utility Vattenfall to maintain nuclear power’s
legitimacy, while Beelitz and Merkl-Davies (2012) focus on legitimacy maintenance of
Vattenfall itself. Sharrat et al. (2007), instead, make reference to the institutional work
adopted by UK electric utilities to influence ‘social regulations’, yet without a clear
identification of their goal. Delmas and Montes-Sancho (2010) examine institutional
agency in relation to climate change and emissions’ reduction. This institutional
agency, although not overtly related to institutional maintenance, could be considered
as having this aim, since the objective of electric utilities’ participation in the Climate
Challenge Program was to “negate the need for future greenhouse gas regulation”
(Delmas and Montes-Sancho, 2010: 580).
As regards the type of institutional agency, different actions, adopted by the electric
incumbents to influence institutions, have been identified (see Table 3.4, highlighted in
italics below). Bonardi et al. (2006), Holburn and Vanden Bergh (2008, 2014) and
Delmas and Montes-Sancho (2010) draw on the literature on (non-market) political
strategies, “defined as the coordinated actions firms undertake in public policy arenas
(Baron, 2003; Baysinger, 1984; Hillman, Schuler, & Keim, 2004; Shaffer, 1995)”
(Bonardi et al., 2006: 1209). In particular, Bonardi et al. (2006: 1210-1211) analyse
electric utilities’ attempts to influence institutions by “providing votes through, for
instance, constituency building; financial support, such as campaign contributions; and
information regarding policy consequences and alternatives (Hillman & Hitt, 1999)”,
while Holburn and Vanden Bergh (2008, 2014), focus only on the electric utilities’
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political campaign contributions. Delmas and Montes-Sancho (2010: 579) examine a
specific “collective corporate political strategy”, namely the creation of and
participation in ‘voluntary agreements’, which aim to “shape and control the way that
norms and public policies are defined (Oliver and Holzinger, 2008)”. Specifically, their
study focuses on electric utilities’ involvement in the ‘Climate Challenge program’, set
up by the US Department of Energy and the US electricity industry to reduce
emissions. Through this voluntary agreement electric utilities sought to ‘promote
voluntary approaches’ in order to avoid ‘future greenhouse gas regulations’. Delmas
and Montes-Sancho (2010) distinguish between different types of electric utilities’
participation in the Climate Challenge program, i.e. substantive vs. symbolic and early
vs. late participation, and examine the factors explaining the kind of participation
adopted.
As argued by Lawrence and Suddaby (2006: 239), “institutional work is often languagecentred”. Consistently, drawing on Boltanski and Thévenot’s theory of justification,
Patriotta et al. (2011: 1806) analyse Vattenfall’s ‘discursive strategy’, consisting of
mobilizing ‘orders of worth’ (cf. Chapter 2) to “settle the controversy and maintain the
legitimacy of the institution at stake, namely nuclear power”. In particular, Patriotta et
al. (2011) argue that, after the accident occurred to one of its nuclear plants,
Vattenfall’s stakeholders mobilized a number of higher order principles, e.g. civic,
industrial, green, market-related principles, to support or contest nuclear energy’s
legitimacy. As illustrated in more detail in section 3.4.3, Vattenfall’s institutional
maintenance work consisted of embracing and accommodating these multiple and
conflicting orders of worth to justify and maintain nuclear energy’s legitimacy. Despite
presenting relevant differences from the study conducted by Patriotta et al. (2011),
Beelitz and Merkl-Davies (2012) share with the former the focus on the ‘public
controversy’ emerged after a nuclear accident affecting Vattenfall, and the attention
for Vattenfall’s discursive work for legitimacy maintenance. More specifically, Beelitz
and Merkl-Davies (2012), by analysing Vattenfall’s ‘corporate communication’, examine
its adoption of substantive vs. symbolic management strategies to restore
organizational legitimacy.
Sharrat et al. (2007: 1511) identify a set of electric incumbents’ possible responses to
social regulations, i.e. “embracing social obligations, business as usual, management
deliberation and conflicts with commerce”, which encompass different types and
degrees of institutional agency. For example, while electric utilities embracing social
obligations view the ‘relationship to regulation’ as “lobbying, influencing, working in
partnership and shaping the agenda” (Sharrat et al., 2007: 1513), those seeing social
obligations as conflicting with commerce make only limited attempts to ‘cooperate’
with regulators.
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Some studies also address the institutional work of electric utilities’ trade associations.
In particular, the study by Delmas and Montes-Sancho (2010), beside the institutional
agency of individual electric utilities, also examine the institutional pressures of electric
utilities’ trade associations on their members. Indeed, participating in a trade
association increased the likelihood for electric utilities “to be exposed to normative
pressure exerted by their peers” (Delmas and Montes-Sancho, 2010: 582) and to
comply with the association’s rules. Based on Delmas and Montes-Sancho (2010)’s
findings, membership in a trade association led electric utilities to be early participants
in the Climate Challenge Program. Interestingly, Boscheck (1994), mentions the
institutional work of the EU electricity sector association, Eurelectric, against the
deregulation conducted by the European Commission. In particular, Boscheck (1994:
119) refers to Eurelectric’s contestation of the non-discriminatory third party access
rule “as detrimental to public service, efficiency and consumer interest”.
While the literature reviewed above reveals the actual electric utilities’ influence on
institutions, other studies illustrate their potential institutional agency, by focusing on
electric incumbents’ ‘political capabilities’. This literature is also particularly relevant
because it provides insights on electric utilities’ power to affect regulatory institutions
in order to gain more lenient sustainable development obligations (Poisson-de Haro
and Bitektine, 2015), “to attain and defend attractive positions or industry structures”
in host countries (Holburn and Zelner, 2010: 1290) or to keep their interests ‘well
vested’ by successfully “portraying new entrants as a destructive or destabilizing
element in the sector” (Russo, 2001: 69).
While the objectives of incumbents emerging from the literature are rather varied
(Russo, 2001; Sine et al., 2005; Sine et al., 2007), the goal of new entrants’ institutional
agency is fundamentally the institutionalization of their activities, i.e. independent
power generation (Sine et al. 2007). The studies are grounded in the transition of the
US electricity sector from monopoly to deregulation, which as previously mentioned
had as key pillar the obligation for incumbent electric utilities “to interconnect and
purchase power from any small-party generating power” (Russo, 2001: 59). The
‘entrepreneurial opportunity’ (Sine and David, 2003) emerging from this regulation
and consisting of the “building [of] new facilities for the sole purpose of producing
electricity for sale to utilities” (Russo, 2001: 60), was defended and promoted by the
new power generators. Indeed, as illustrated by Sine et al. (2007), after the
deregulation of the US electricity sector, the emerging independent power sector was
initially “viewed with much skepticism” (Sine et al., 2007: 579) by prominent actors in
the field.
The literature identifies different types of institutional agency adopted by new
entrants. Sine et al. (2007: 591) examine independent power producers’ ‘strategic
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legitimating actions’, consisting of “working to create an external endorsement for
their ventures”. The electricity entrepreneurs actively requested from regulators the
creation of an “‘official commission certification’ to demonstrate that a particular
proposal to build a generator met the regulations” (Sine et al., 2007: 584). Russo
(2001) and Sine et al. (2005) instead focus on the institutional agency of independent
power generators’ trade associations. Indeed, as stated by Sine et al. (2005: 211),
“collective actors, such as professional and trade associations, are major sources of
normative institutions (DiMaggio and Powell, 1983)”. In particular, Russo (2001) and
Sine et al. (2005) emphasize that the independent power producers’ trade associations
actively worked to “construct[…] an institutional framework” (Russo, 2001: 68) where
their members’ interests were guaranteed. Key actions conducted by trade
associations comprised: actively participating in debates on the electricity sector,
“promot[ing] the industry to the media” (Sine et al., 2005: 212); advocating with the
regulators that “further [independent power generators’] development was in the
state’s long run interest” (Russo, 2001: 68) and lobbying the government on critical
issues for new entrants, e.g. the “interconnections with utilities [and] tax credits” (Sine
et al., 2005: 212). Sine et al. (2005) also illustrate the normative influence exerted by
the independent power producers’ associations on their members’ technology choices.
Civil society
Cohen and Arato (1994: ix) defined civil society as a “a sphere of social interaction
between economy and state, composed above all of the intimate sphere (especially
the family), the sphere of associations (especially voluntary associations), social
movements and forms of public communication”. In keeping with this definition this
section illustrates the goals and types of institutional agency of NGOs, media and
domestic audiences, as examined by extant literature. The key features have been
summarized in Table 3.5 per category of actor.
Within the literature on institutions and the electricity sector, four studies have
examined the institutional work of NGOs, which in these studies are often referred to
as ‘social movement organizations’. All the studies, except Raven (2006), who focuses
on the Netherlands, examine NGOs’ institutional agency in the US. The type of NGOs
studied varies across the studies. Sine and David (2003) and Raven (2006) adopt a
wider perspective, referring to ‘diverse movements and groups’ (Sine and David, 2003)
or to ‘environmental groups’ (Raven, 2006). Sine and Lee (2009: 139), instead focuses
on the Sierra Club, “one of the three largest environmental social movement
organizations in the United States”. Finally, Pacheco et al. (2014: 1610) distinguish the
‘generalist’ NGOs, like the Sierra Club, from the ‘technology-focused’ clean energy
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NGOs, i.e. “specialized [NGOs] that exclusively focus[…] on supporting the
development and adoption of a specific technology to advance its social goals”.
Institutional agents of the civil society

Institutional agency features

Goal

NGOs

Media

Domestic audiences

Institutionalization of
‘alternative structures […]
for power production and
distribution’ (Sine and Lee,
2003)

(De)institutionalization
of the independent
power industry (Sine et
al., 2005; Sine et al.,
2007)

Institutionalization of the
wind energy technology
(Sine and Lee, 2009)

(De)institutionalization
of the nuclear energy
technology (Patriotta et
al., 2011)

Deinstitutionalization
of the liberalization of
the electricity sector
(Henisz and Zelner,
2005; Zelner et al.,
2009)

Deinstitutionalization of the
biomass co-firing
technology (Raven, 2006)

Rise of investments in
low emission
technologies by
electricity incumbents
(Hoffmann et al.,
2009)

Deinstitutionalization of the
conventional energy
technologies (Sine and Lee,
2009)
Type

Engagement in promoting
cultural-cognitive change
(Pacheco et al., 2014 ; Sine
and Lee, 2009)
Engagement in advancing
socio-political change
(Pacheco et al., 2014 ; Sine
and Lee, 2009)

Positive/negative media
coverage (Sine et al.,
2005; Sine et al., 2007)
Mobilization of orders
of worth (Patriotta et
al., 2011)

Normative pressures
(Hoffmann et al.,
2009 ; Henisz and
Zelner, 2005 ; Zelner
et al., 2009)
Framing and contrast
with reference points
(Henisz and Zelner,
2005)

Table 3.5: Civil society’s institutional agency in the literature on institutions and the electricity
sector

In terms of the goals of NGOs’ institutional agency, the four studies have stressed the
institutionalization of new electricity subsectors, new energy technologies, and new
organizational forms (Sine and Lee, 2009; Pacheco et al., 2014; Sine and David, 2003),
but also their work for the delegitimation of the incumbent electricity industry
structure and organizational forms and of existing (Pacheco et al., 2014) or new
(Raven, 2006) energy technologies. In particular, Sine and Lee (2003) examine the
commitment of ‘diverse movements’ for the institutionalization of ‘alternative
structures […] for power production and distribution’. With a more specific focus,
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Pacheco et al. (2014) and Sine and Lee (2009) analyse NGOs’ work to institutionalize
the emerging wind power sector. This agency combines the delegitimation of existing
technologies, i.e. “oil, coal, and nuclear fuels” as cause of “environmental degradation
and public health concerns” (Sine and Lee, 2009: 135), with the legitimation of wind
energy technology as ‘solution’ (Sine and Lee, 2009). As shown by Raven (2006), NGOs’
engagement in delegitimation can also target new energy technologies, which have
been introduced and framed by incumbent electric utilities as cleaner than the existing
ones. This was the case of the biomass co-firing technology, supported by the Dutch
electric utilities and government to replace coal firing, but with uncertain prospects of
diffusion due to the strong opposition of ‘several social groups’ (Raven, 2006).
Although the Dutch government had categorized biomass as renewable energy source,
the environmental groups contested co-firing “on the basis of the (both normative and
regulatory) rule that waste prevention is better than waste combustion” (Raven, 2006:
590).
The four studies focusing on NGOs’ institutional agency illustrate two main types of
institutional agency. First, they engaged in promoting the emerging electricity subsector, organizational form and/or the new technology, through ‘cultural-cognitive
change’ (Pacheco et al., 2014). The targets of this type of institutional work were the
public, whose awareness had to be raised (Pacheco et al., 2014; Sine and Lee, 2009)
and potential power producers, which had to be convinced of the ‘entrepreneurial
opportunity’ embedded in wind energy (Sine and Lee, 2009). This agency consisted of
“generating credibility and visibility for a technology” (Pacheco et al., 2014: 1617) and,
more specifically, in “constructing and propagating the ‘problem’ of environmental
degradation and industrial pollution and the ‘solution’ of renewable energy” (Sine and
Lee, 2009: 128). Second, NGOs committed to ‘advance sociopolitical change’ (Pacheco
et al., 2014) by promoting the creation of ‘favorable regulatory regimes’ (Sine and Lee,
2009) and, specifically as regards wind energy, of ‘market-based incentives’ (Pacheco
et al., 2014). In particular, after the energy crisis that affected the US electricity sector,
social groups “presented their arguments to federal and legislative fact finders, in an
effort to reframe those institutional logics that provided the foundations for the
current industrial structure and hence influence legislation” (Sine and David, 2003:
203).
Three studies have incorporated the media as institutional agents. The literature
illustrates the (de)legitimizing power of the media concerning the emerging
independent power industry (Sine et al., 2005; Sine et al., 2007) and a contested
energy technology such as nuclear energy (Patriotta et al., 2011), although an explicit
goal to (de)institutionalize them does not emerge from the studies. Positive or
negative media coverage emerges as an effective type of institutional agency. In
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particular Sine et al. (2007: 581) find evidence that the rise in positive media coverage
of independent power production “increase[d] the likelihood that a new venture
[would] be able to reach operational start-up” and, vice versa, negative media
coverage decreased it. In addition, positive media coverage emerged as positively
influencing the founding rate of independent power generators and, more strongly, of
those using novel technologies (Sine et al., 2005). Patriotta et al. (2011), instead,
emphasize the role played by the German media in shaping the national debate on
nuclear energy through another type of institutional agency, involving the mobilization
of different ‘orders of worth’ (as discussed in the previous subsection) to support or
challenge nuclear energy as an institution.
Three studies examine the institutional agency of domestic audiences towards the
electricity sector with regard to deregulation and sustainability (Henisz and Zelner,
2005; Hoffmann et al., 2009; Zelner et al., 2009). This literature signals that the beliefs,
values and ‘preexisting cognitive constructs’ of local constituencies can significantly
affect electric utilities, both indirectly, due to their influence on governments (Henisz
and Zelner, 2005; Zelner et al., 2009), and directly, through pressures on the firms’
themselves (Hoffmann et al., 2009). Henisz and Zelner (2005) and Zelner et al. (2009)
stress domestic audiences’ and interest groups’ institutional agency with the goal of
driving governments to pursue the retrenchment of liberalization policies, shortly after
their adoption. Hoffmann et al. (2009) instead document domestic actors’ institutional
agency aimed at pushing German utilities’ to not postpone their investments in cleaner
technologies, despite regulatory uncertainty.
In terms of type of institutional agency, all the three studies describe domestic actors’
normative pressures. In particular, Henisz and Zelner (2005) illustrate that in a number
of countries with a history of state ownership, the local population’s belief that private
ownership was illegitimate, and that it was the cause of inefficiency and injustice in the
electricity supply system, raised strong contestation of this emergent institution,
expressed through demonstrations and riots, (Henisz and Zelner, 2005). According to
Henisz and Zelner (2005), citizens’ negative perception of private ownership was
boosted by local organized interest groups, called ‘change agents’ (Henisz and Zelner,
2005), which ‘framed’ this emergent institution so as to convince the population of its
illegitimacy. As tested by Zelner et al. (2009: 384), the negative “domestic sentiment
toward private enterprise [was] positively associated with the incidence of
retrenchment in recently adopted neoliberal electricity liberalization policies”. The
likelihood of retrenchment was particularly threatening for ‘foreign investors in
electricity generation’ (Henisz and Zelner, 2005).
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3.4.2. Institutional consequences
A key focus of institutional theory is on “how […] institutions affect organizations”
(Scott, 2014: 141). Within the literature, we have identified the consequences of three
main types of institutions: deregulation/privatization, sustainability-related
institutional pressures and national institutional arrangements, which will be
consecutively discussed below. As sustainability was the subject of chapter 2, and
extensively addressed in section 2.4.3, here only the aspects most relevant from the
perspective of institutional theory will be highlighted. Table 3.2 already provided an
overview of the main findings of this ‘second lens’ more generally, divided into
consequences for the electricity system, incumbents and new entrants (or both of
them). Especially with regard to the consequences of deregulation/privatisation,
literature has
examined
the impact of
the electricity industry’s
deregulation/privatization on the ‘electricity business system’ (Boscheck, 1994), on
electric incumbents’ behaviour or on new entrants, i.e. independent power producers,
as will be further explained in the next subsection (see also Table 3.6).
Consequences of deregulation and privatisation
Scholarly interest for the consequences of the electricity sector liberalization is in
keeping with the view that “deregulation is metamorphosing th[e] industry” (Delmas
et al., 2007: 204) and that it exposes firms to ‘previously untapped opportunities’ (Kim,
2013) but also to ‘unprecedented challenges’ (Lomi and Larsen, 1999) and uncertainty
(Delmas and Tokat, 2005). Boscheck (1994: 113) uses the UK context as an illustration
of market-based coordination’s impact on “supply security, investment and resource
efficiency, and competition”, in order to highlight advantages and drawbacks, for the
electricity business system, of the electricity market’s deregulation designed by the
European Commission. The case of the UK did not, according to Boscheck (1994: 117),
signal risks for security of supply or for the “efficiency of investments and resource
used”. Yet, at the same time, Boscheck (1994: 118) highlights the threats for welfare
and “national and international public interest” originating from electric utilities’ quest
for profits driven by deregulation and the incumbents’ abuse of their market power,
which “may turn into new regulatory challenges”. According to Boscheck (1994), thus,
the European Commission’s electricity deregulation reform would not be harmful if
adopted fully. Threats would come, instead, from its partial and biased
implementation, as a result of national regulators’ surrender to “affected interests or
other sources of critique” (Boscheck, 1994: 118).
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Deregulation: Types of consequences of deregulation
For the electricity
system/sector

For incumbents

For new entrants

Threats deriving from a
partial
and
biased
implementation
of
deregulation caused by
regulatory
capture
(Boschek, 1994)

Environmental differentiation
through power generation from
renewable energies (Delmas et
al., 2007; Kim, 2013)

Founding
rate
of
independent
power
generation
facilities
(Russo, 2001)

Make or buy decision: decision
to
buy
electricity
from
independent power producers
vs. to produce it internally
(Fabrizio, 2012)

Technological
heterogeneity
and
adoption of novel (green)
technologies (Sine et al.,
2005).

Threats for welfare and
“national and international
public interest” (Boschek,
1994: 118)

Internationalization strategies
(Hood and McArthur, 1994)
Commitment to more radical
technological
innovation
(Markard and Truffer, 2006)
Innovation in nuclear energy
technology (Levendis et al.,
2006)
R&D investments and patenting
activities (Jamasb and Pollitt,
2008, 2011)
Comparative efficiency of
governance structures (Delmas
and Tokat, 2005)
Incentives management
(Cuevas Rodríguez et al., 2007)
Corporate planning (Jennings,
2000)
Learning (Lomi and Larsen,
1999)

Table 3.6 : Institutional consequences of deregulation in the literature on institutions and the
electricity sector

A number of scholars have focused on the consequences for incumbents and/or on
their ‘strategic adjustments’ (Boscheck, 1994) in the face of the deregulation of the
sector. The focus has been on environmental differentiation (Delmas et al., 2007; Kim,
2013), make or buy decisions (Fabrizio, 2012), internationalization (Hood and
McArthur, 1994), innovation (Markard and Truffer, 2006; Jamasb and Pollitt, 2008,
2011), learning (Lomi and Larsen, 1999), incentives management (Cuevas Rodríguez et
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al., 2007), corporate planning (Jennings, 2000), productive efficiency and governance
structures (Delmas and Tokat, 2005).
Two studies (Delmas et al., 2007; Kim, 2013) examine whether deregulation triggered
US electric incumbents’ environmental differentiation, i.e. power generation from
renewable energies, and obtained rather different findings. On the one hand, Delmas
et al. (2007: 190) find that deregulation drove US electric incumbents’ differentiation
“in the form of increased generation of ‘green’ power” in US states with a higher
environmental sensitivity. Incumbents characterized by high percentages of coal
generation or by high productive efficiency emerged as less likely to adopt
environmental differentiation following the sector’s deregulation. On the other hand,
Kim (2013: 1166) observes that both wholesale and retail deregulation were
“associated with lower [degrees of] entry into the renewable generation market by
investor-owned electric utilities”, due to the fact that the incumbent’s existing
resources and competitive advantage were based on low prices and economies of
scale. Nevertheless, an increase in utilities’ investments on renewables was more likely
to emerge in the US states with higher ‘actual green demand’ or, similarly to Delmas et
al. (2007)’s findings, if the utility had already invested in renewables.
Hood and McArthur (1994: 26) discuss the impact of deregulation on
“internationalization strategies within the European electricity industry”, with
particular focus on the UK, where the more advanced liberalization of the sector, at
the time of the study, had driven a rapid increase in the interest of international
investors. The study illustrates how the changes driven by the UK electricity sector’s
deregulation had engendered pressures on both ‘generating companies’ and ‘regional
electricity companies’. Their responses to the pressures had opened opportunities for
foreign companies to invest in the country, for example through joint ventures. Hood
and McArthur (1994: 45) highlight the case of EDF, which they consider ‘unique’, as it
had the most “dense and diverse set of international linkages yet to emerge in
Europe”, and relate to the French government’s intervention to support its
internationalization.
The impact of liberalization on innovation in the electricity sector has been addressed
by four studies (Levendis et al., 2006; Markard and Truffer, 2006; Jamasb and Pollitt,
2008; Jamasb and Pollitt, 2011), which obtained divergent results. Markard and Truffer
(2006)’s research, using examples from various countries without a specific geographic
focus, emphasizes the role of the electricity industry liberalization as driver of radical
technological innovation in nuclear, CCGT and wind power. In particular, Markard and
Truffer (2006: 623) argue that, under monopoly conditions, radical innovations were
strongly opposed by electric incumbents and, thus, “depended on strong and enduring
support by government policies in order to penetrate the sector”. Conversely,
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liberalization triggered a reduction in the role of regulatory institutions and a change in
the electric utilities’ commitment “from incremental, technology-oriented innovation
to more radical customer-oriented product innovations and organizational
innovations” (Markard and Truffer, 2006: 623). Although not focusing on deregulation,
Levendis et al. (2006) reach similar conclusions for the US as regards the benefits of
market-based coordination on innovation in nuclear technology. To a situation of
heavy government intervention, which, according to Levendis et al. (2006), hindered
nuclear power firms’ innovation while fostering risky behaviours, the authors oppose
the advantages of ‘a free-market in nuclear power’, where the firms would be “free to
succeed or fail on its own” (Levendis et al., 2006: 37). In this context, innovation would
be encouraged due to firms’ need to find less risky solutions and “the total benefits
and costs (including health and environmental costs) [would] be allowed to determine
the contours of the energy industry” (Levendis et al., 2006: 46).
Different from Markard and Truffer (2006) and Levendis et al. (2006), Jamasb and
Pollitt (2008, 2011) observe a negative effect of liberalization on electric utilities’
innovation. Specifically, Jamasb and Pollitt (2008), looking at results of previous studies
on different countries, highlight a negative impact of liberalization on electric utilities’
R&D investments and thus on “long-term technological progress and innovations in the
sector” (Jamasb and Pollitt, 2008: 1007). Similarly, Jamasb and Pollitt (2011: 323), find
that in the UK context “electricity-related patents as a whole and those specific to nonnuclear and renewable technologies initially increased in the post-liberalisation period,
but in recent years, the trend is towards a steady decline”.
Delmas and Tokat (2005) examine the impact of deregulation on the comparative
efficiency of governance structures of US electric utilities. According to Delmas and
Tokat (2005) deregulation had a short-term negative effect on electric utilities’
productive efficiency, as it increased ‘regulatory uncertainty’. In this context, vertical
integration or reliance on the market for electricity supply emerged as more efficient
governance structure than “hybrid structures combining vertical integration and
contracting” (Delmas and Tokat, 2005: 443).
Fabrizio (2012) examine the effect of two new policies, issued within the framework of
the US electricity sector’s deregulation, on electric incumbents’ make or buy decisions.
In particular, Fabrizio (2012: 1268) focuses on the uneven introduction by US states of
‘institutional safeguards’ aiming “to clarify the rules under which power producers
contracted for access to utility-owned transmission grids”, to thus reduce transaction
costs. Fabrizio (2012: 1264) shows that, in the US states where the institutional
safeguards were in place, electric incumbents bought more electricity from
independent power producers and produced less internally, “to meet increases in
demand”. Different from the other studies which focus only on the incumbents,
73

Fabrizio (2012) makes a connection between incumbents and new entrants, implicitly
signalling the growth of independent power generation driven by deregulation.
The rise of new entrants in the US electricity sector was initiated by PURPA, a
regulation which “created a new set of opportunities for entrepreneurs to found firms
that generated electricity and sold that electricity to established utilities for
distribution (Sine and David, 2003)” (Sine et al., 2007: 584). In this context, two
studies, Russo (2001) and Sine et al., (2005), examine the influence of institutions on
the emergence of US independent power sector and on the founding of firms within
this sector, with particular consideration of the risk reduction potential of institutions.
Specifically, Russo (2001) finds that regulations which reduced transaction costs for
newcomers, by formally defining the avoided costs on whose basis the price payed by
incumbents for new entrants’ electricity is calculated, positively affected the founding
rate of independent power generation facilities in the US. Conversely, the presence of a
‘regulatory climate’ favouring the electric incumbents reduced the founding rate of
newcomers’ power generation facilities.
Sine et al. (2005: 200) analyse how “the development of cognitive, regulative and
normative institutions” targeting the new independent power sector in the US
influenced the ‘technological heterogeneity’ in the sector and, more specifically, the
founding of independent power producers using novel (green) technologies. Evidence
shows that regulative and cognitive institutions, i.e. increases in state financial
support, in the sector’s density and in (positive or neutral) media coverage, fostered
technological heterogeneity of independent power producers, in particular promoting
the founding of firms using novel technologies (Sine et al., 2005). On the contrary,
normative institutions, i.e. the creation of trade associations in the new sector,
promoted technological homogeneity, supporting independent power producers that
adopted established technologies over novel ones (Sine et al., 2005).
Consequences of institutional pressures for sustainability
A number of studies investigate the impact of institutional pressures for sustainability
on electric utilities and/or electric utilities’ responses to them. As this literature has
been reviewed extensively in section 2.4.3., here only the key features related to
institutional theory will be mentioned.
First, the research shows that the same institutional pressures for sustainability may
have heterogeneous impacts across electric utilities; this is due to different reasons,
among which the ‘technical core’ of the firms plays a key role (e.g. Olerup, 1999;
Poisson-de Haro and Bitektine, 2015). Also, the studies signal that electric utilities do
not always passively conform to institutional pressures, but they may engage in
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actively shaping, adjusting and interpreting them (e.g. Marcus and Geffen, 1998;
Sharrat et al, 2007). The consequences of institutional pressures for sustainability are
thus not always consistent with the expectations of the actors exerting them. In
addition, the literature signals the importance of adopting a longitudinal perspective to
study the impact of sustainability-related institutional demands, as both the pressures
on a specific sustainability issue and the way the firms perceive them can change over
time (e.g. Olerup, 1999). Finally, the research indicates that the impact of institutional
pressures for sustainability may extend beyond the institutional environment for which
they have been designed (Fremeth and Shaver, 2014).
The studies focusing on the impact of sustainability-related institutions, however, also
present some underexplored areas, which are particularly relevant from an
institutional perspective. Indeed, although the literature as a whole has shown the
presence of multiple sustainability-related institutional pressures on electric utilities,
to date it focuses on the consequences of specific (single) pressures, giving scant
attention to the impact of multiple simultaneous heterogeneous institutional demands
for sustainability. The impact of sustainability-related institutional complexity on
electric utilities thus remains under investigated. Moreover, while research considers
the presence of heterogeneity in sustainability-related institutions across US states and
countries, an analysis of the consequences of this diversity on electric utilities
operating in multiple institutional contexts is lacking.
Consequences of national institutional arrangements
While the majority of scholars focus on specific institutions, Henisz and Zelner (2005),
Bergara et al. (1998) and Holburn and Zelner (2010) pay particular attention to the
‘reliability’ of wider national institutional arrangements for foreign investors and to the
degree to which a national institutional configuration allows policy makers to change
and overturn regulations and conditions once investments have been made. These
wider institutional arrangements are argued to be particularly crucial for electric
utilities because “first, the technology involves large specific, sunk investments;
second, it is characterized by important economies of scale and scope, and third,
outputs are massively consumed” (Bergara et al., 1998: 19). In particular, Henisz and
Zelner (2005: 372) assign attention to the impact on liberalization policies of the
“country-level institutional configurations”, defined as “the internal structures of and
relationships among the legislature, the executive branch, the judiciary, and regulatory
agencies”. They argue that national configurations with stronger ‘checks and balances’
reduce the likelihood that domestic interest groups’ pressures on regulators to
retrench electricity liberalization policies will succeed. This is due to the fact that, as
argued by Henisz and Zelner (2005: 372-3), institutional configurations with stronger
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check and balances make a policy change extremely costly ‘in terms of time and
effort’, due to the need to reach an “agreement across a broader range of political
actors”.
A similar conceptualization of national institutional arrangements is adopted by
Bergara et al. (1998) and Holburn and Zelner (2010), who examine the impact of
country-level ‘policy’ (Holburn and Zelner, 2010) or ‘political’ (Bergara et al., 1998) risk
on international investments of electric utilities in/from multiple countries. Holburn
and Zelner (2010: 1296) define policy risk as “the extent to which the formal
relationships among a country’s branches of government (i.e., executive, legislative,
and judicial) and the partisan composition of the individual actors inhabiting these
branches constrain any one institutional actor from unilaterally effecting a change in
policy”. Bergara et al. (1998), find a positive correlation between a country’s reliable
institutional arrangements and electric utilities’ investments in new generation
capacity. Holburn and Zelner (2010) complement these findings by documenting that
electric utilities from countries with high policy risk are less ‘sensitive’ to the presence
of high policy risk in the host countries. Indeed, due to the home country’s
controversial institutional configuration, electric utilities acquire political capabilities
which lead them to “seek out riskier host countries for their international investments”
(Holburn and Zelner, 2010: 1291).
3.4.3. Institutional processes
According to neo-institutional theory, “institutions [are] routinized structures and
behaviours that are taken for granted” (Sine and David, 2003: 186), yet scholars have
increasingly acknowledged that “institutions change over time, are not uniformly
taken-for-granted, have effects that are particularistic and are challenged as well as
hotly contested” (Dacin et al., 2002: 45). As argued by Sine and David (2003: 188), the
electricity sector is particularly suitable to the “study of institutional conflict and
change because the nature of the structures, practices, and exchange relationships in
the industry […] remained stable and taken for granted” for decades, until the 1980s,
to be then radically transformed in the last decades.
In keeping with this development in institutional theory, a number of studies of
institutions and the electricity sector have considered different institutional change
processes affecting the electric industry. In particular, the focus was on the
(de)institutionalization of the market- or state-based coordination of the sector, on the
institutionalization of new actors or sub-sectors within the wider electricity industry
and on the (de)institutionalization of specific energy technologies (see Table 3.7).
These three themes will be addressed consecutively below.
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Within the literature focusing on the (de-)institutionalization of the market- or statebased coordination of the sector (first column of Table 3.7), three main subcategories
have be identified. First, a number of studies focuses on the institutionalization of the
market over the state. This encompassed more specifically a deregulation and
privatization process, i.e. the shift from the “state ownership and operation of the
electric industry” (Zelner et al., 2009: 382) to its market-based coordination. A part of
this literature (e.g. Delmas et al. 2007; Kim, 2013), which has been discussed in detail
in section 3.4.2., refers only indirectly to the institutional process itself, instead
focusing on the impact of deregulation and/or privatization on electric utilities’
strategies. Conversely, the studies by Tsoukas and Papoulias (2005) and by Hafsi and
Tian (2005) concentrate on examining the institutional change process towards
liberalization, respectively from an organizational and from a field perspective.
Tsoukas and Papoulias (2005) analyse the transformation of the Greek electric
monopoly PPC from a ‘state-political firm’, i.e. a monopoly and state-owned
organization embedded in a web of political relationships, into a conventional electric
utility driven by ‘market-based values’ (Tsoukas and Papoulias, 2005). The path
undergone by PPC, to become a conventional electric utility, had both ‘technical’ and
‘discursive’ dimensions. While the former comprised shifts in organizational
mechanisms, the latter consisted of changes in values, in favour of a gradual
acceptance and adoption of market-based values. Tsoukas and Papoulias (2005: 81)
argue that such strategic change “not only involves the transformation of the
organization in focus, but, through it, impacts on the broader institutional
environment of which the organization is a member”.
A wider perspective is adopted by Hafsi and Tian (2005: 555-556), who, through an
institutional change lens, explore how in two decades the Chinese electricity industry,
from being “a single firm, or in fact a ministry”, became “mostly decentralied, with
more than 4000 autonomous companies” involved in different stages of the electricity
value chain. The institutional change process went through three stages, with the “idea
of a market in the electricity industry” (Hafsi and Tian, 2005: 565) increasingly
becoming taken for granted in China. This encompassed a gradual ‘cultural-cognitive’
change, which consisted of calling into question the dominant, socialist, ‘ideology’ and
in parallel the increasing legitimacy gained by private ownership in electricity
production (Hafsi and Tian, 2005). This shift was followed by changes in the industry
norms, from ‘party norms’ to “new norms of dynamism, entrepreneurship, problem
solving, and efficiency” (Hafsi and Tian, 2005: 566). In the same phase, key regulations
consistent with a market-based coordination of the sector were approved. Finally, in
the third cycle, the changes concerned mainly product-market aspects and
‘professional norms and behaviour’ at the firm level.
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Institutional change processes
(De)institutionalization of
market- or state-based
coordination

Institutionalization of new
actors and (sub-)sectors

(De)institutionalization of
energy generation
technologies

Institutionalization
of
the
market over the state (Tsoukas
and Papoulias, 2005; Hafsi and
Tian, 2005)
- Deregulation
and
privatization
- Deinstitutionalization
of
state-based coordination
- Institutionalization
of
market-based coordination
- Delegitimation of stateownership
- Legitimation of private
ownership
- Shift
from
logic
of
centralized
(state)
to
decentralized
(market)
control

Institutionalization
of
independent
power
producers (Sine and David,
2003)

Institutionalization of new,
green energy technologies
- Institutionalization
of
independent
power
generation
through
wind energy (Sine and
Lee, 2009; Pacheco et
al., 2014)
- Institutionalization
of
solar PV (Smith and
Raven, 2012)

Institutionalization of the
independent power sector
(Sine et al., 2007)
Institutionalization of the
wind
energy
sector
(Pacheco et al., 2014; Sine
and Lee, 2009)

(De)institutionalization of
conventional
energy
technologies
(nuclear
energy) (Beelitz and MerklDavies, 2012; Patriotta et
al., 2011)

(Partial) re-institutionalization
of the state (Henisz and Zelner,
2005; Zelner et al., 2009)
- Retrenchment
of
deregulation
and
privatization
- Civil society’s pressure for
state intervention
- Deinstitutionalization of the
market-based coordination
- Delegitimation of privateownership
Coexistence
and
conflict
between market- and statebased coordination (Macchione
Saes, 2013)

Table 3.7: Institutional change processes in the literature on institutions and the electricity
sector

A second set of studies (Henisz and Zelner, 2005; Zelner et al., 2009) focuses on an
opposite institutional process, which consists of the (partial) re-institutionalization of
state-based coordination and thus of the the return to a certain degree of state
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intervention in the electricity sector. In particular, as mentioned in section 3.4.1.,
Henisz and Zelner (2005) illustrate the impact of national interest groups’ opposition to
liberalization and the government’s “attempts to overturn, alter or reinterpret” it in
developing countries. Also, they posit the role played by “exogenous shocks” such as
financial crises, which are instrumentally used by organized groups to raise the
sentiment of unfairness among the citizens, increasing the likelihood of retrenchment.
Zelner et al. (2009) extend the analysis of retrenchment of electricity liberalization
policies by examining the impact of other institutional forces. In particular, they
observed that national factors, i.e. a prevalence of negative ‘domestic sentiment
toward private enterprise’ and a high degree of ‘political conflict’, and the behaviour of
peer countries, i.e. the retrenchment of the reform by trade partners and competitors,
drove governments to retrench the electricity liberalization policies. Conversely, since
neoliberal reforms have been largely driven by global institutional pressures, the
country’s degree of ‘indebtedness to multilateral lenders’ has been found to negatively
affect the retrenchment and thus pushed the government to maintain the newly
enacted neoliberal electricity reform. With their studies, Henisz and Zelner (2005) and
Zelner et al. (2009) thus stress that the liberalization of the electricity sector is not a
straightforward institutional change process and national pressures may lead
governments to retrench it in favour of the return to a condition of state intervention.
As argued by Zelner et al. (2009: 405), neoliberal reforms “require careful attention […]
to the domestic and global institutional context in which policymaking occurs”.
Finally, a third category is represented by Macchione Saes (2013), who provides some
insight into a constant coexistence and conflict between market- and state-based
coordination, with the dominance of one over the other depending on the location,
the actors and interests involved. Indeed, through the analysis of the dispute between
a foreign electric utility and a national electric utility in Brazil between 1889 and 1930,
Macchione Saes (2013) illustrates the conflict between the concept of ‘free enterprise’,
supported by the Brazilian utility aiming to increase its market share, and the
‘monopoly of a public service’, defended as legitimate by the Canadian electric
incumbent, which wanted to preserve its privileged and dominant position in the
country.
While the studies focusing on the deregulation of the electricity industry have mainly
given attention to the incumbents, the institutional change towards a market-based
coordinator of the electricity sector opened opportunities for new actors and new
electricity subsectors. A range of studies has thus focused on the institutionalization
of new actors and (sub-)sectors within the deregulated electric industry (second
column of table 3.7).
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Sine and David (2003: 185) address the institutionalization of new actors, and more
specifically of independent power producers, by discussing “the relationship between
institutional change and entrepreneurial opportunity” in the US electricity sector.
Indeed, opportunities for independent power entrepreneurs are illustrated as
emerging following the deinstitutionalization of the electricity industry structure of
‘regulated regional monopol[y]’, which had been taken for granted until the
environmental jolt represented by 1973 oil crisis. The crisis caused by OPEC’s embargo
of oil supplies to the US, with consequent substantial increases in electricity prices, had
unveiled the inefficiencies of the monopoly structure, driving the regulators’ search for
alternative solutions. In this context, ‘fringe voices’ promoting “small power plants
fueled by alternative energy sources” (Sine and David, 2003: 200) played a more
central role and contributed to the approval of electricity deregulation policies, which
generated considerable opportunities for entrepreneurs. Sine and David (2003) see
this institutional change process as a transformation in the institutional logics driving
the electricity sector. Indeed, according to Sine and David (2003: 200) “the dominant
institutional logic of regulated monopolies was significantly eroded, and alternative
power generation technology and logics […] became salient and widely adopted”.
Sine et al. (2007) examine more in depth the entrepreneurial opportunities emerging
in the US electricity sector, by exploring the institutionalization of the independent
power sector. In particular, the study finds evidence of the impact of legitimation
processes at the firm and the sector level on independent power producers’ transition
to an operational start-up condition. At the firm level, legitimation through
certification “help[s] entrepreneurs proceed from business plan to operational startup” (Sine et al., 2007: 580). At the sector-level, ‘legal endorsement’, ‘positive media
coverage’ and ‘high numbers of recent operational start-ups’ are argued to increase
the legitimacy of the independent power sector, thus enabling power ventures to
reach operational start-up. Sine et al. (2007) also identify a combined effect of the two
legitimation processes, where the increase of the independent power sector legitimacy
reduces the importance of certification and, vice versa, a decrease in the sector’s
legitimacy, e.g. due to high negative media coverage, increases the relevance of the
legitimation process at the firm level.
Sine and Lee (2009) and Pacheco et al. (2014) focus on the process of
institutionalization of the wind energy sector. As illustrated in section 3.4.1, Sine and
Lee (2009) examine the crucial contribution of NGOs’ institutional work which, both
directly and indirectly, enabled “a significant shift in the values and norms surrounding
electricity generation” (Sine and Lee, 2009: 147) and thus enabled the emergence of
the wind energy sector in US states with high NGO presence. Although Sine and Lee
(2009)’s study is quantitative and analyses the effect of ‘environmental group
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membership’ on ‘wind energy entrepreneurial activity’ in US states, the illustration of
the institutional work conducted by NGOs provides insights into the institutional
change process itself. In particular, the engagement of NGOs in “framing problems”
related to existing energy sources, “theorizing solutions” represented by wind energy
and “mobilizing resources” (Sine and Lee, 2009: 132) succeeded in legitimizing wind
energy, both among potential entrepreneurs and among regulators, thus encouraging
and enabling the emergence of new wind energy firms.
Pacheco et al. (2014: 1610) adopt a coevolutionary perspective to examine NGOs’ role
in the institutionalization process of the emerging wind energy sector and identify an
‘interdependence’ between “industry emergence, social movement diversification, and
institutional change”. Specifically, they identify three main influences between the US
emerging wind energy sector, institutions and NGOs. First, ‘generalist’ NGOs
advocated for institutional change, both in terms of formal and informal institutions,
in favour of the wind energy sector. In turn, the sector’s growth, driven by the
increased regulatory and public endorsement promoted by NGOs’ institutional work,
fostered the emergence of technology-focused NGOs, with exclusive commitment for
the development of clean energy technologies. Finally, exploiting their specialized
knowledge, technology-focused NGOs promoted further institutional change and thus
greater growth of the emerging wind sector.
Finally, a set of studies focus on a third type of institutional process which consists in
the (de)institutionalization of an energy generation technology (third column of table
3.7). Within this literature, some studies focus on the institutionalization of new,
green energy technologies. In particular, Pacheco et al. (2014) and Sine and Lee (2009)
focus on the institutionalization of a new electricity sub-sector, which also passes
through the institutionalization of its core green power generation technology, wind.
Smith and Raven (2012) examine the institutionalization of a technology itself, focusing
on solar PV as ‘pathbreaking innovation’ and drawing on the transition literature.
Smith and Raven (2012: 1034) explore its empowerment, which consists of ‘political’
“processes that make niche innovations competitive within unchanged selection
environments (fit and conform) or processes that change mainstream selection
environments favourable to the path-breaking innovation (stretch-and-transform)”.
They argue that for the institutionalization of solar PV both types of empowerment
unfolded and were epitomized by discourses and narratives mobilized by respective
‘advocates’. While in the case of ‘fit-and-conform’ the promotion of PV encompassed
the support of the “centralised form of PV socio-technical configuration” among
electric utilities, “a stretch-and-transform narrative argue[d] small solar PV units […]
across hundreds of thousands of buildings [could] facilitate a transition to much more
decentralized electricity systems” (Smith and Raven, 2012: 1033).
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As shown by Patriotta et al. (2011) the use of discourses is crucial, not only for the
institutionalization of a new power generation technology, but also for the (de)institutionalization of a conventional, incumbent energy technology. In particular,
Patriotta et al. (2011) examine the orders of worth employed in Vattenfall and its
German stakeholders’ discourses over time, for the (de-)institutionalization of nuclear
energy, to maintain or challenge its legitimacy. An accident that occurred to one of
Vattenfall’s nuclear plants in its home country (Sweden) had put its legitimacy into
question in its host country (Germany), where the firm operated other nuclear plants.
Patriotta et al. (2011) show that, after the nuclear accident, Vattenfall’s stakeholders
emerged as having heterogeneous views about nuclear energy and they mobilized and
combined ‘a diversified mix’ of orders of worth, either to delegitimize nuclear energy
or to defend its legitimacy. Facing a dynamic and ‘multi-polarized’ debate on nuclear
energy and a ‘collision of multiple orders of worth’, Vattenfall mobilized “a more
balanced mix of rationales” (Patriotta et al., 2011: 1826), in order to negotiate and
achieve a compromise with the stakeholders. Vattenfall’s justification increasingly
encompassed the legitimization of nuclear energy as a cheaper energy source (market
rationale), as contributor to ‘solving the problem of energy in Germany’ (civic
rationale) and as critical for ‘enhancing Germany’s energy autonomy’ (domestic
rationale). Interestingly limited reference was made by Vattenfall to nuclear as a
green energy source (green rationale).
Through the case of Vattenfall, Patriotta et al. (2011) provide insights into the
institutional complexity faced by an electric utility when involved in the process of
legitimacy creation or defense of an energy generation technology. While based on a
similar event, i.e. an accident to Vattenfall’s nuclear plant, the focus of Beelitz and
Merkl-Davies (2012) is instead on the ‘negotiation’ of the legitimacy of the firm with its
stakeholders. In particular, Beelitz and Merkl-Davies’ (2012: 111) study documents
Vattenfall’ first adoption of a technocractic response, consisting of the “us[e of] facts
and figures as a means of convincing organisational audiences of the insignificance of
the incident”. This response engendered a growing stakeholder opposition and was
therefore followed by another type of response, which involved ‘stakeholder
engagement’ and consisted of “emphasizing understanding and consideration” (Beelitz
and Merkl-Davies, 2012: 112). According to Beelitz and Merkl-Davies (2012: 115),
stakeholder engagement was adopted by Vattenfall to maintain its legitimacy by
“signalling a change in stakeholder orientation, yet maintaining the status quo”.
A final consideration of the ‘drivers’ of institutional change has to be made. The wide
majority of the studies illustrated in this section more or less explicitly refers to the
introduction of regulations (e.g. Sine and David, 2003), accidents (Beelitz and MerklDavies, 2012; Patriotta et al., 2011) or other ‘exogenous shocks’ (Henisz and Zelner,
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2005) as initiating the institutional change process. Indeed, as argued by Sine and
David (2003: 185), “environmental jolts serve as catalysts for action” which “prompt
institutional actors to engage in problemistic search processes that can both
delegitimate existing institutional structures and uncover alternative arrangements”.
Interestingly, studies on the impact of disruptive events focus on a specific setting, but
without a comparison of the effect on institutions in different locations.

3.5. DISCUSSION AND CONCLUSIONS
The analysis of the literature on institutions and the electricity sector provided an
overview of the multiple approaches and perspectives adopted by this set of studies.
Most importantly, it shows that, for different reasons, institutions play a crucial role in
the lifecycle of the electricity sector and the strategies of new and incumbent
organizations. This section discusses two key topics that have emerged from the
analysis of the extant literature and that we deem to deserve further investigation.
These are: 1) national and cross-national institutions 2) the interaction between three
institutions: state, market and sustainable development.
National and cross-national institutional environments
The literature review has indicated that, beside the critical importance of institutional
pressures exerted on a specific domain, wider institutional arrangements play a key
role in electric utilities’ behaviour. Scholars have adopted different categorizations,
e.g. policy risk (Bergara et al., 1998; Holburn and Zelner, 2010), institutional
governance systems (Griffiths et al. 2007), and national business systems (Tsoukas and
Papoulias, 2005), to capture electric utilities’ embeddedness in country-specific
institutional configurations. This reference to national institutional arrangements
stems from the high political salience of the electricity sector. Indeed, given the
significant political attention raised by electric utilities’ activities, the presence of a
state-dominated vs. a market-based coordination system and/or the strength of the
‘checks and balances’ characterizing the policy-making process (Henisz and Zelner,
2005) of a country are particularly crucial for electric companies.
Yet, despite the acknowledgment of differences in national institutional configurations
across countries, the analysis of the impact of this heterogeneity on electric utilities’
behaviour has raised limited scholarly attention. Indeed, some studies, e.g. Tsoukas
and Papoulias (2005) or Griffiths et al. (2007), focus only on a specific country,
respectively Greece and Australia. Other studies, i.e. Bergara et al. (1998) and Holburn
and Zelner (2010) examine the impact of national institutional arrangements on
electric utilities’ international investment decisions. They thus focus on whether
electric utilities invest in a country given its national institutional configuration, but not
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on how electric utilities behave in that country once they have entered it. Drawing on
the relevance of the national institutional arrangements highlighted by the literature
reviewed, and related to the analysis in chapter 2, we thus posit the potential for a
comparative study of an electric utility’s behaviour across countries with different
institutional configurations to provide valuable insights into the international
strategies of electric utilities.
This is also in keeping with the need for examining electric utilities’ practices in an
international context. Indeed, as argued by Holburn and Zelner (2010: 1295), “prior to
1990, only a handful of countries permitted private investment of any sort in electricity
generating facilities, and none permitted inward FDI”. In the last decades electric
utilities have however increased their presence in international markets, facing
challenges related to the persistent political salience of the electricity sector (Holburn
and Zelner, 2010). Yet, as illustrated in section 3.3.3, research on this topic is rather
limited. While a literature that to a certain degree compares different institutional
environments exists (e.g. Sine and Lee, 2009; Fabrizio, 2012, Pacheco et al., 2014), it
focuses on intra-country institutional heterogeneity, overlooking the considerably
higher complexity electric utilities face when operating in multiple countries. The only
studies to some extent encompassing an institutional perspective of electric utilities’
international activities, as mentioned previously, either focus on the likelihood and/or
the risk of entry in a new market (Bergara et al., 1998; Henisz and Zelner, 2005;
Holburn and Zelner, 2010) or only mention, but do not explore, the home-host country
dimension of electric utilities’ international activities (Macchione Saes, 2013; Patriotta
et al., 2011).
We aim to address this gap in chapter 4, which presents a study comparing electric
utilities’ behaviour across countries with different wider institutional arrangements in
terms of the state-market balance. It emphasizes the multinational nature of electric
utilities and the challenges they face by operating in multiple national institutional
environments with important idiosyncrasies.
The interaction between state, market and sustainable development
A large number of the studies reviewed addressed the relationship between market
and state coordination of the sector from different perspectives. On the one hand,
scholars emphasized the shift towards a liberalized and deregulated electricity sector
completed or ongoing in a number of countries (e.g. Delmas et al., 2007; Hafsi and
Tian, 2005; Kim, 2013; Sine and David, 2003; Tsoukas and Papoulias, 2005). On the
other hand, some studies signalled that the transformation from a state-dominated to
a market-based coordination of the sector has been uneven, controversial and not
immune from stops and relapses. For example, with regards to electricity sector
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deregulation/liberalization, Delmas et al. (2007) showed that it was adopted unevenly
in terms of time and content across the US states; Hafsi and Tian (2005) illustrated the
creation of a unique “socialist market” economy in China, while Henisz and Zelner
(2005) and Zelner et al. (2009) pointed to the deinstitutionalization of liberalization in
different countries.
In addition, scholars illustrated and critically reviewed the role of the state and/or of
the market in the development of new energy technologies (e.g. Levendis et al., 2006;
Jamasb and Pollit, 2008), with heterogeneous conclusions. Furthermore, a set of
studies signalled the concurrent mobilization of market and state-related frames by
different constituents of the electricity field (e.g. Henisz and Zelner, 2005; Macchione
Saes, 2013; Zelner et al., 2009). Finally, the literature focusing on sustainability, on one
side, highlighted the intervention of national and supra-national regulators, as
institutional agents, to constrain electric utilities’ practices (e.g. Hoffmann, 2007;
Majumdar and Marcus, 2001; Sharrat et al., 2007). On the other side, other authors
posited that more sustainable technologies (Marcus and Geffen, 1998) and more
effective accounting for health and environmental costs would be allowed by marketbased coordination (Levendis et al., 2006).
The review of the literature thus signals that the shift towards a full institutionalization
of the market and private ownership and a concurrent deinstitutionalization of the
state and public ownership has not been accomplished entirely in the electricity sector.
Instead, the market and state, as institutions, are still both present in the electricity
sector, with a changing degree of (de)institutionalization depending on time and
location. Through institutional agency, both electric utilities and other actors can
attempt to (de)institutionalize state- or market-based coordination to attain their
objectives. In particular, the ‘revival’ of state intervention, in a process aiming at
market-based coordination, emerges, from the studies, in relation to sustainability
issues (e.g. Sharrat et al., 2007) and to the development of new electricity subsectors
or technologies (e.g. Russo, 2001). These aspects are often combined because
emerging subsectors generally “provide[..] alternative methods of meeting increasing
energy demands in ways that typically have less impact on the environment than
traditional forms of electricity generation” (Sine et al., 2007: 591).
Although the literature review, as a whole, highlights the concurrent presence of the
market and the state in electric utilities’ institutional environment, and their
mobilization by different actors, no study has examined the possible dynamics
involving these two institutions and how these are impacted by the irruption of
sustainable development concerns. Yet, deregulation is a crucial process affecting the
electricity sector and it is particularly relevant to explore whether and how a reinstitutionalization of state intervention occurs. In chapter 6 we aim to address the
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interaction and balance between state and market and their (de)institutionalization,
with particular focus on the role played by sustainable development, given the
relevance this ‘disruption’ has in the electricity sector (cf. Chapter 2). As the
interaction between state and market does not only occur at the national level, but
also at the supranational level, as epitomized by the EU Emission Trading Scheme (ETS)
(see Hoffmann, 2007), chapter 6 will explore the state-market-sustainable
development dynamics at multiple levels of analysis.
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CHAPTER 4
MULTIPLE EMBEDDEDNESS AND ISOMORPHISM:
MULTINATIONALS’ RESPONSES TO DEINSTITUTIONALIZATION
AFTER A DISRUPTIVE EVENT2
4.1. INTRODUCTION
Pronounced only seven months after the Fukushima nuclear disaster by the then
French President Nicolas Sarkozy, the following statement epitomizes the critical role
played by national institutional arrangements in politically-salient sectors like the
electricity sector (cf. chapter 3):
“Nuclear power is the result of a program conceived under the orders of
General de Gaulle, prepared by President Pompidou, decided by President
Giscard d'Estaing and almost all built under the two terms of François
Mitterrand.”
Sarkozy (2011)
Multinational enterprises (MNE), operating in these sectors across multiple countries,
have to tackle such country-specific institutional configurations. Responding to them
can become challenging for MNEs in particular when global disruptive events occur, as
they engender heterogeneous processes across the national institutional
environments in which the MNEs are embedded.
The importance of the institutional environment to MNEs is now widely accepted in
the international business (IB) literature (Henisz and Swaminathan, 2008; Kostova et
al., 2008; Westney, 2011). In light of the adoption of several definitions and
conceptualizations of the concept of ‘institution(s)’ in IB, including more economic
(North, 1990) or sociological (Scott, 2001) approaches, some authors have argued this
constitutes an ‘institution-based view’ of IB strategy (Peng et al., 2008). Neoinstitutional theory’s applicability to MNEs has however also increasingly been
questioned given its focus on institutional stability and firms’ conformity to taken-forgranted institutions (Kostova et al., 2008). This chapter explores whether and how the
key neo-institutionalism concept of isomorphism (DiMaggio and Powell, 1983) is
relevant to the study of MNEs, arguing against the abandonment of this institutional
theory concept and for building new theory by developing this established concept for
studying MNEs. We focus on MNEs’ multiple institutional embeddedness and
2

This chapter includes co-authored work with Ans Kolk and Johan Lindeque
87

(de)institutionalization processes to illuminate how the pattern(s) of multiplyembedded MNEs’ responses to deinstitutionalization after a disruptive event
challenges the key institutional theory concept of isomorphism and identify potential
theoretical extensions to existing understandings of the concept in light of the MNE’s
unique nature.
Neo-institutional theory draws attention to the embeddedness of organizational
activity and to the need to recognize, as argued by Granovetter (1985), “the
contextualization of economic activity in ongoing patterns of social relations” (Dacin et
al., 1999: 319). The MNE, by operating in at least two national contexts, is potentially
embedded “in multiple, fragmented, ill-defined and constantly evolving institutional
systems” (Kostova et al., 2008: 1001). This poses a critical challenge to the applicability
of the isomorphism concept to MNEs, as they may be subject to potentially diverse
and competing institutional processes and pressures for legitimacy in different
locations. MNEs furthermore are not viewed as passive organizations simply adapting
to stable institutional pressures; their active engagement in influencing institutions
through, for example, negotiations with national governments (Cantwell et al., 2010;
Henisz, 2003) has been accepted early in IB scholarship (Ramamurti, 2001; Reich,
1973). Kostova et al. (2008: 1001) argue that MNEs play a significant ‘agency role’,
“manipulate[ing] and partially construct[ing] their institutional environment”. This is
consistent with the more comprehensive view of the institutional environment as
having a double nature (Holm, 1995), which implies that institutions drive
organizational practices and change, but are also subject to change and to the action(s)
of organizations that seek to maintain, transform or disrupt them (Lawrence et al.,
2001). Different from neoinstitutionalism, this view emphasizes the active role of firms
and the concept of change in the struggle between different ‘institutional logics’ (Dacin
et al., 2002; Thornton, 2002) among actors operating in an organizational field (Scott,
2001).
The empirical setting is a comparative study of a specific type of European electric
utilities, i.e. those involved in nuclear energy, which are in this study named ‘nuclear
energy firms’. Specifically, the focus is on nuclear energy firms’ responses to
institutional change in the French, German and the United Kingdom organizational
fields for nuclear energy before and after the 2011 Fukushima nuclear disaster. The
Fukushima nuclear accident is a disruptive event that has had a different impact on the
national nuclear energy organizational fields in the three focal European countries,
each having a unique constellation of MNEs and national institutional idiosyncrasies.
The results of the literature review conducted in chapter 2 and 3 support the selection
of electric utilities, and specifically of nuclear energy firms, as units of analysis for this
study. Indeed, extant research on electric MNEs (e.g. Bergara et al., 1998; Griffiths et
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al., 2007; Holburn and Zelner, 2010) shows that country-specific institutional
arrangements play a critical role in their market entry decisions and suggests that they
also influence their behaviour after the entry. In addition, the literature reviewed
shows that electric utilities and especially nuclear energy companies (Beelitz and
Merkl-Davies, 2012; Patriotta et al., 2011), given the importance of institutions for
their survival, tend to not only conform to them but to actively engage in influencing
them (see section 3.4.1). Finally, the studies focusing on nuclear energy companies in
France (Banerjee and Bonnefous, 2011) or Germany (Beelitz and Merkl-Davies, 2012;
Patriotta et al., 2011) signal that the dominant view of nuclear energy’s sustainability
may differ significantly across countries (see section 2.5). The dynamics enacted in
Germany by a nuclear accident that occurred to Vattenfall, and described by Beelitz
and Merkl-Davies (2012) and Patriotta et al. (2011), support the selection of this type
of phenomenon as a disruptive event.
A deductive bottom-up theorizing (Shepherd and Sutcliffe, 2011) qualitative multiplecase study research design (Eisenhardt, 1989; Yin, 2003) is adopted to examine MNEs’
and governments’ responses to the disruptive event, both within and across the three
contexts, drawing on multi-country newspaper reporting and on documents released
by the firms and governments. In keeping with this deductive bottom-up theorizing
research design, we reviewed the literature to develop key prior constructs for this
study, strengthening construct and internal validity (Eisenhardt, 1989; Yin, 2003).
Theoretical sampling (Eisenhardt, 1989; Yin, 2003) was used for selecting the case
organizational fields and embedded units of analysis with the intent of establishing
theoretically useful cases, constraining variation and sharpening external validity,
while retaining theoretical flexibility and allowing openness to letting the data ‘speak’
and allow for development of the concept and theory of isomorphism with respect to
multiply embedded MNEs in response to deinstitutionalization after a disruptive event.
These issues are further elaborated in the subsequent methodology section, which is
followed by a presentation and discussion of the findings, and the conclusions.
The study aims to contribute to the literature in three main ways. First, it provides
insights on the application of institutional theory to IB, by exploring whether and how
isomorphism, a core construct in institutional theory, matters to MNEs. More
specifically, the study highlights the limits of its current conceptualization and suggests
new categories of isomorphism. These categories aim to integrate the institutional
complexity MNEs experience, due to their presence in multiple countries, and MNEs’
active agency emphasized by extant literature. Second, we respond to Doh’s (2015:
609) call for ‘phenomenon-driven research’ in IB, by focusing on the impact of ‘a
contemporary, real-world phenomenon’, like the Fukushima disaster, and exploring
whether and to what extent institutional theory ‘inform[s] that reality’. Third, our
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study contributes to the literature on institutions and the electricity sector. It
addresses the limited attention given by extant literature to the impact of national
institutional configurations’ heterogeneity on the behaviour of electric MNEs. More
specifically, it contributes to understanding electric utilities’ strategies in the multiple
countries where they already have a substantial presence. This complements extant
research on the impact of national institutions on electric utilities’ international
activities (e.g. Bergara et al., 1998; Holburn and Zelner, 2010) as it has been limited to
studying their market entry decisions (see section 3.5.1). Finally, by focusing on
countries with different dominant views of nuclear energy’s legitimacy as sustainable
energy source, we shed light on how electric firms tackle the misalignment of
sustainability-related institutional demands across countries, thus addressing the
research gap identified in section 2.5.

4.2. MULTIPLE EMBEDDEDNESS AND ISOMORPHISM
Institutional embeddedness has been defined as “the nesting of firm and market
behaviour in a social and normative context” (Oliver, 1996: 167). As a result of their
operations in more than one country, MNEs are argued to experience multiple
embeddedness in diverse institutional contexts, including the home country, host
countries and the supranational environment (Pinkse and Kolk, 2012; Westney, 2005),
which creates numerous opportunities and challenges through the (potential)
institutional divergence between these contexts (Jackson and Deeg, 2008; Pinkse and
Kolk, 2012). Embedded firms are often protected from “environmental uncertainty and
competitive threats to survival” (Baum and Oliver, 1992: 541), however being
institutionally embedded also has the potential to create inertia and rigidity in firms’
strategy keeping them tied to past environmental conditions (Lewin and Volberda,
1999; Rodrigues and Child, 2003). Multiply-embedded MNEs could also be subject to
harmful institutional changes triggered by other forces (Pinkse and Kolk, 2012),
without being able to influence them, resulting in the loss of critical resources on
which they previously relied. Being simultaneously embedded in various national
institutional environments exposes MNEs to (concurrent) institutional forces that
might be alike, different, diverging or converging.
Institutional theory argues that institutionally embedded firms experience
isomorphism, defined as “the constraining process that forces one unit in a population
to resemble other units that face the same set of environmental conditions” (DiMaggio
and Powell, 1983: 149). Beside institutional isomorphism, competitive (economic)
isomorphism has been identified as explaining the observed tendency of organizations
to increasingly resemble others (Beckert, 2010; DiMaggio and Powell, 1983).
Competitive isomorphism is the homogeneity of firms as a result of ‘competitive
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processes’ (Scott, 2014): firms imitate certain practices or organizational forms that
allow them to “improve their economic performance and maintain competitive parity”
(Garcia-Pont and Nohria, 2002: 309). This occurs particularly among firms operating in
“fields in which free and open competition exists” (DiMaggio and Powell, 1983: 150).
Institutional isomorphism emerges from three mechanisms: coercive, mimetic and
normative (DiMaggio and Powell, 1983). Coercive isomorphism arises from the formal
and informal pressures exerted on a firm by “a more powerful authority” (Kostova and
Roth, 2002: 216), often governments. Mimetic isomorphism results “from standard
responses to uncertainty” (DiMaggio and Powell, 1983: 150), where ambiguous and
unclear situations lead firms to mirror the behaviour of other (successful) firms
operating in the same organizational field. Normative isomorphism occurs when firms
adopt behaviours deemed appropriate in the organizational field (Kostova and Roth,
2002). While disentangling institutional from competitive isomorphism is crucial,
extant institutional studies on isomorphism often do not distinguish between them
(Heugens and Lander, 2009). MNEs’ argued ability to select from a portfolio of
economically attractive host countries (Mudambi, 1995) and exit unfavourable host
locations and relocate to more attractive locations (Benito, 2005; Mudambi, 1995) give
this distinction increased relevance.
MNEs’ “embedded[ness] in multiple, fragmented, ill-defined and constantly evolving
institutional systems” (Kostova et al., 2008: 1001), which can pose divergent
opportunities and challenges, has led to a contestation of the degree to which
institutional isomorphism can be applicable to MNEs. However, an in-depth
investigation of isomorphism among MNEs across countries is absent in the extant
literature, which has mainly focused on ‘within-field variability in isomorphism’
(Heugens and Lander, 2009). The ‘between-field variability in isomorphism’ and the
role played by organizational field-level drivers on isomorphic behaviour have
therefore hardly received attention (Heugens and Lander, 2009), despite Westney
(2005) arguing that the investigation of ‘the nature and strength of isomorphic pulls
within and across fields’ is particularly promising for advancing research in institutional
theory. The way MNEs respond to divergent institutional isomorphic pulls within and
across the countries in which they operate is, therefore, a crucial question in
institutional theory requiring further investigation.

4.3. DISRUPTIVE EVENTS, DEINSTITUTIONALIZATION AND
ISOMORPHISM
The challenge posed by MNEs’ multiple embeddedness to the concept of isomorphism
is particularly critical if the organizational fields in which multinationals are embedded
are subject to processes of institutional change (Hoffman, 1999), which are often
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triggered by disruptive events. Disruptive events have been defined as shocks
(Fligstein, 1991) or jolts (Meyer, 1982) that include societal or political milestones or
disasters (Hannigan, 1995). Studies have shown that disruptive events can trigger
changes in the institutional environment and prompt organizational responses (e.g.
Hoffman, 1999; Maguire and Hardy, 2009; Munir, 2005; Sine and David, 2003). A
disruptive event’s impact relies not on its “objective characteristics”, but on “its
enactment in the environment” (Hoffman and Ocasio, 2001: 415), as events are often
not unanimously acknowledged, but interpreted and ‘socially constructed’ (Munir,
2005). If the event is perceived as salient by actors in other countries outside the
country in which it occurred, it has unique characteristics given that it is, what we call,
a ‘global disruptive event’. Importantly for the MNE embedded in multiple
idiosyncratic contexts, institutional change following global disruptive events can be
uneven across countries as the ‘meaning’ of the event is differently interpreted.
Institutional change, therefore, does not directly result from a disruptive event; while a
disruptive event might initiate the change process, the prevailing new order results
from several institutional change processes occurring as part of the struggle over
different institutional logics among actors operating in an organizational field (Dacin et
al., 2002; Thornton, 2002). Hence, the disruptive event leads to a situation of
institutional uncertainty and various actors in the organizational field may intervene
through their institutional work, ‘the purposive action’ (Lawrence and Suddaby, 2006:
215) directed to defend or disrupt existing institutions (e.g. Hoffman, 1999; Lawrence
and Suddaby, 2006; Maguire and Hardy, 2009; Munir, 2005; Sine and David, 2003), and
this process can “end up in quite unexpected places” (Holm, 1995: 401).
In the institutional change literature, significant attention has been assigned to
practices’ institutionalization, while deinstitutionalization, “the process by which the
legitimacy of an established institutionalized organizational practice erodes or
continues” (Oliver, 1992: 564), has mostly been overlooked (Dacin et al., 2002),
considered merely a secondary outcome of the creation of new institutions (Maguire
and Hardy, 2009; Oliver, 1992; Scott, 2001). Nevertheless, exploring
deinstitutionalization is particularly relevant because the complex dynamics triggered
in the organizational field by disruptive events often lead to changes in institutional
rules and values which, as argued by Oliver (1992), are antecedents of the
delegitimation of existing institutionalized practices. Thus deinstitutionalization has a
crucial role “in explaining organizational behavior and change” (Oliver, 1992: 564).
Previous studies in management and organization have mainly examined the dynamics
engendered by a disruptive event as seen in processes of institutional change and/or in
firms’ actions in a specific country (Hoffman, 1999; Maguire and Hardy, 2009; Sine and
David, 2003); IB scholars have not integrated an in-depth comparative analysis of a
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disruptive event’s effects across countries (Li and Tallman, 2011; Oh and Oetzel, 2011).
To the best of our knowledge, researchers have not investigated how multiple
embeddedness affects MNEs’ responses to this complexity. This is particularly relevant
because, while neo-institutional theory illustrates a stable and persistent institutional
environment, where firms passively conform to existing institutional rules and values
(DiMaggio and Powell, 1983), research on institutional change has emphasized that
often institutions undergo transformation processes and firms are not only affected by
institutional changes but they also actively influence them (Dacin et al., 2002). In
particular, MNEs embedded in home and/or host countries are integrated within the
institutional systems and therefore are able to actively affect institutional change in
their favour (Pinkse and Kolk, 2012; Rodrigues and Child, 2003).
Our comparative multi-country study thus allows isomorphism to be investigated
across and within diverse organizational fields under (de)institutionalization processes
triggered by a disruptive event. By enabling insights on isomorphic outcomes across
countries between MNEs and within fields, this study creates opportunities for
evaluating the applicability of isomorphism to multiply-embedded MNEs.

4.4. DEINSTITUTIONALIZATION AND MNE-GOVERNMENT RELATIONS
The deinstitutionalization of an institutionalized practice due to a loss of legitimacy
takes place between actors that operate in the same organizational field, composed by
“those organizations that, in the aggregate, constitute a recognized area of
institutional life” (DiMaggio and Powell, 1983: 148). As indicated, a field’s members
can seek to create, maintain or displace institutions through their institutional work
(Lawrence and Suddaby, 2006). This means that deinstitutionalization is expected to be
“supported or opposed by a variety of agents who draw on a wide array of resources
or strategies” (Lawrence et al, 2001: 629). Among a field’s constituents, the
government and firms have been identified as crucial actors for institutional change
(DiMaggio and Powell, 1983; Oliver, 1992). The interaction between governments and
MNEs is particularly relevant for deinstitutionalization considering the former’s
authority and the latter’s economic power.
4.4.1. Deinstitutionalization and the role of the government
National governments are crucial in deinstitutionalization processes as they have the
most power, through their ‘regulatory endorsement’ (Deephouse, 1996) and their
“pressures on organizations to conform to public demands and expectations” (Oliver,
1992: 576), to create, maintain or disrupt institutions. Despite globalization,
institutional dissimilarities still persist between countries (Hall and Soskice, 2001;
Meyer et al., 2011; Whitley, 1999), presenting diverse arrays of opportunities and
93

challenges to firms (Henisz, 2003). Each country has a set of “national values and legal
orders that tend to persist in time” and governments’ actions depend on the
idiosyncratic “state organizational structures, national political institutions and
societ[al] expectations regarding the appropriate economic role of the public sector”
(Murtha and Lenway, 1994: 114). These national institutional idiosyncrasies are likely
to affect MNEs’ legitimacy as they face diverse institutions in and across the countries
where they operate (Jackson and Deeg, 2008; Murtha and Lenway, 1994).
Institutional divergences are particularly important for MNEs operating in ‘politically
salient’ industries, like the electricity sector, featured by “political, historical or cultural
attributes that create a widespread public interest in [their] operation or outcome”
(Henisz and Zelner, 2005: 362). As illustrated in chapter 3, until the 1980s the
electricity sector was dominated globally by heavy regulatory control and state
ownership, justified by a “conventional market failure” reason (Boscheck, 1994: 112).
Yet, in the last decades, among European countries , a privatisation and deregulation
trend has brought changes to the industry and to the degree of government
intervention in its activities (Boscheck, 1994; Domanico, 2007). Although governments’
involvement in the electric utilities’ operations has often continued even after
privatization, mainly to balance private and public objectives, the degree and kind of
intervention has differed across countries, often depending on the persistent national
institutional idiosyncrasies (Bohne, 2011; Domanico, 2007).
These persistent national institutional idiosyncrasies are also expected to affect how
governments intervene in deinstitutionalization processes arising in a field, since they
can adopt various actions to defend existing institutions or accelerate their
elimination. Among the mechanisms of institutional work adopted by governments,
coercive pressures are generally considered the most effective, although they can have
different levels of ‘immediacy’ on institutional change processes (Lawrence et al.,
2001). A more rapid influence may come from changes in formal and informal coercive
pressures, implying legal enforcement and sanctions (Oliver, 1992), a slower influence
from “symbolic and hortatory tools” (Schneider and Ingram, 1990: 519), “public
relation campaigns” (Henisz and Zelner, 2005: 366) or “attempts to delegitimate some
activity through public service advertising” (Lawrence et al., 2001: 628). Due to the
institutional idiosyncrasies of the countries where they are active, MNEs can be
expected to face different degrees and kinds of intervention by national governments,
which can engender divergent institutional pressures. Thus, the analysis of MNEs’
responses to these diverse institutional forces is crucial to illuminate how multiple
institutional embeddedness challenges the presence of isomorphism among MNEs.
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4.4.2. Deinstitutionalization and the role of the MNE
MNEs embedded in multiple institutional environments are argued to face
complexities in the development of their response to deinstitutionalization after a
disruptive event. Since institutional change starts when multiple institutional logics
confront each other (Dacin et al., 2002), an MNE not only faces different institutional
logics in one country, but potentially also divergent institutional logics across
countries. MNEs’ actions in response to triggering events are likely to reflect the
complexity of the dynamics taking place in their home and/or host environments,
which are therefore relevant to investigate for understanding pattern(s) of multiplyembedded MNEs’ responses to a common disruptive event.
DiMaggio (1988) stressed the relevance of firms in institutional change, considering
their interest(s) and power. Firms are expected, after a disruptive event they deem
salient (Hoffman and Ocasio, 2001), to intervene through their institutional work to
defend the status quo or to support change (Lawrence and Suddaby, 2006) in light of
uncertainty that arises over the legitimacy of existing institutions. However, while
firms have been investigated as agents for institution creation and transformation, this
is much less the case for their role in the maintenance of existing institutions
(Lawrence and Suddaby, 2006). This is consistent with the limited research on
deinstitutionalization, argued previously, since it is particularly when the existing
institutions are at risk of disappearing that defensive institutional work is likely to
emerge among incumbents.
MNEs, through their interaction with other actors, have the potential to contribute to
institutions’ creation, change or disruption (Cantwell et al., 2010; Jackson and Deeg,
2008). MNEs’ size and scope makes their institutional work particularly important.
Scholars analysing institutional isomorphism have tended to focus on the similarity of
firms’ market responses to extant stable institutions, highlighting passive conformity to
them. Yet, extant MNE literature has contested institutional isomorphism based,
among others, on the argument that MNEs are active institutional agents and not
(only) passive adaptors. However, since MNEs operate in complex institutional
environments, the degree of (in)compatibility between isomorphic responses and
institutional work, which have been largely opposed to one another, has not been
investigated. Also, as the basis of the isomorphism concept is the idea of similarity
between organizations’ behaviour to gain legitimacy, limited attention has been given
to the likely divergent context and drivers of an MNE’s institutional work.
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4.5. METHODOLOGY
We adopted a deductive bottom-up theorizing (Shepherd and Sutcliffe, 2011)
qualitative multiple-case study research design (Eisenhardt, 1989; Yin, 2003). While the
preceding section established the key institutional theory constructs for this study, we
now explain the theoretical sampling logic for the three focal case organizational fields
and embedded units of analysis, with a research design that allows credible
incremental theory refinement, aiming to extend the institutional theory of
isomorphism through its inspection with new MNE-specific case material (Ridder et al.,
2012). The national organizational fields for nuclear energy in France, Germany and
the UK are purposively sampled as part of a replication logic that seeks to fill
theoretical categories and providing ‘ideal types’ (Eisenhardt, 1989) of macro
institutional contexts. Nuclear energy firms, i.e. electric utilities involved in nuclear
energy, and the three respective national governments are identified as the primary
actors in the field(s) and are the embedded units of analysis within the national
organizational field cases.
The focus on electric utilities, and in particular on nuclear energy firms, has been
considered appropriate for this study for three main reasons, which draw on the
results of the literature review conducted in chapters 2 and 3. First, extant literature
on electric MNEs (e.g. Bergara et al., 1998; Griffiths et al., 2007; Holburn and Zelner,
2010) signals that country-specific institutional arrangements play a critical role in their
market entry decisions, also suggesting a strong influence on their post-entry
behaviour. Second, electric utilities and especially nuclear energy companies (Beelitz
and Merkl-Davies, 2012; Patriotta et al., 2011), given the importance of institutions for
their survival, tend to not only conform to them but also to actively engage in
influencing them (see section 3.4.1). Furthermore, the literature focusing on nuclear
energy firms in France (Banerjee and Bonnefous, 2011) and Germany (Beelitz and
Merkl-Davies, 2012; Patriotta et al., 2011), highlights that the dominant view of
nuclear energy’s sustainability may diverge across countries (see section 2.5). This
indicates the likelihood of heterogeneous deinstitutionalization processes across
countries, following a global disruptive event like the Fukushima nuclear accident.
The selection of the French, German and UK fields as national nuclear energy fields is
justified for a number of reasons. In particular, the focal French, German and UK fields
are major national energy markets, within the European Internal Energy Market, each
with nuclear power generation in the national energy mix, different government
stances on nuclear energy in each country before and after the external event and
with national institutional idiosyncrasies. Given the relevance of national institutional
arrangements for electric firms, institutional idiosyncrasies consisting in country96

specific state-market relationships were considered potentially important dimensions
in explaining differences in firm and government responses to nuclear energy’s
(de)institutionalization. . The three countries also represent broadly accepted
institutional variation in terms of state-market relationship. The UK was included as an
institutional system that tends towards emphasizing the market mechanism (Hall and
Soskice, 2001) and is featured by centralization of political power (Schmidt, 2009),
Germany as a system designed to engender consensus-based decision-making
(Hendricks, 2010) and divided political power across federal and federal state levels
(Schmidt, 2009), while France is featured by a dirigiste approach to industrial policy
and centralised political power (Schmidt, 2003; Schmidt, 2009). It is important to note
however that the exact manner in which these institutional idiosyncrasies would
matter was left open to allow the unique character of each setting to be reflected in
the analysis, in keeping with the research design that uses theoretical sampling to
establishing theoretically useful cases, constraining variation and sharpening external
validity, while retaining flexibility and openness to allowing the data to ‘speak’. The
firms analysed were E.ON, RWE, EnBW, Vattenfall, EDF, Areva, Centrica, Iberdrola, GDF
Suez and SSE, which had a diverse presence across the nuclear energy sectors of
Germany, France and the UK in the period studied and represented the largest actors
in each market (Kolk et al., 2014; Schülke, 2010) (Figure 4.1). It has to be noted that,
although Areva is not an electric utility, Areva has been selected because it “is present
throughout the entire nuclear cycle” (Areva, n.d.), it is considered a major firm in the
French nuclear energy sector by the French government, together with EDF, and its
collaboration with EDF has been crucial for EDF’s nuclear activities.
The disruptive event is the Fukushima nuclear plant disaster that occurred during
March 2011 and was ranked by the International Atomic Energy Agency at the highest
level, Major Accident, of the International Nuclear Event Scale. The Fukushima disaster
did not occur in a stable or even global institutional environment for nuclear energy.
Particularly in the EU, divergent business and government interests and perceptions
coexisted across countries.
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Vattenfall

RWE

Areva

GDF

EDF

GDF

UK Government

Iberdrola
Scottish and
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Areva

UK Nuclear Energy Organizational Field
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French Government
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French Nuclear Energy Organizational Field

Figure 4.1: Focal National Nuclear Energy Organizational Fields and Embedded Units of Analysis
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EnBW

German Government

German Nuclear Energy Organizational Field

European Union Internal Energy Market

In the three focal countries, the situation was uneven regarding the nature of the firms
involved, government stances and public opinion about the desirability of and support
for nuclear energy. Contestation of nuclear energy’s legitimacy increased after the
Fukushima disaster, and deinstitutionalization was at play. Firms operating in the three
countries faced various types of regulatory pressures and the situation was highly
complex for those multinationals (in our study particularly EDF, Areva, E.ON and RWE)
actively involved in the nuclear sector within more than one country and therefore
confronted with multiple, often divergent, institutional processes.
The research draws on publicly available data, systematically collected from several
newspapers and communications of the firms and governments (Table 4.1). The press
sources include highly regarded national newspapers from France, the UK and
Germany and an international financial newspaper, the Financial Times; the latter
provides an observation of the interaction between firms and governments from an
‘external’ perspective relevant to all three countries.
It is important to note that all four newspapers covered events in each of the focal
national fields, with different degrees of emphasis, therefore information for all three
fields was collected from every newspaper. Communications and documents released
by the governments and firms were also used, in order to provide an additional source
data triangulation (Denzin, 1978).
The documents collected covered two periods, the first from 11 March 2010 to 10
March 2011, and the second from 11 March 2011, the day on which the Japanese
Government declared the nuclear emergency, to 31 December 2012. The first period
allowed a ‘business as usual’ base-line of the institutional nature of the organizational
fields to be established, the second time period a wide appraisal of the impact of
Fukushima within and across the three national cases.
In keeping with the deductive bottom-up theorizing qualitative multiple-case study
research design, the analytical strategy adopts a within and across case approach to
recognizing patterns of relationships (Eisenhardt, 1989, Eisenhardt and Graebner,
2007; Yin, 2003). The within-case analysis independently analysed developments
within each of the national organizational fields in terms of the key constructs from the
literature to focus attention of the researchers. These constructs were again used in
the cross-case analysis to draw out the subtle differences and similarities across the
cases for these specific features. Prior specification of key constructs for analysis is an
accepted strategy for strengthening the focus of the analysis, strengthening construct
and internal validity (Eisenhardt, 1989), while remaining open to emergent themes
during the analysis.
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Source
Die Zeit

Country of
Publication
Germany

UK, France,
Germany

Le Monde
The Guardian
Financial
Times**

Nuclear firms’
press releases
UK, France,
Germany

Publication
Language
German

English,
French,
German
English,
French,
German

France
French
UK
English
UK (including English
European
edition)

Governments’
press releases

Table 4.1: Overview of data collection

Search Terms Used
Atom; Kernkraft; AKW; Atomkraft;
Atomkraftwerke
Nucléaire
Nuclear
Nuclear and France
geography
Germany
index terms
UK

1571
2026
412

19

83
60
10

1752

1061

3518
3706
831

92

86

71

247
108
29

Number of Articles*
Pre-Fukushima
Post-Fukushima
11/03/2010 – 10/03/2011
11/03/ 2011 – 31/12/2012
Collected*
Coded*
Collected*
Coded*
321
99
780
235

367

92

154

42

154

47

36

938

The press releases were sampled by searching 47
government and firm websites, thus all
documents collected were coded. As these
documents are not accessible from a common 36
database this was the only viable option for
including them in the analysis.

* All the articles collected were read and those relevant for the subject of this paper were subsequently coded
** According to the Financial Times Average Daily Global Audience (ADGA), the Financial Times readers outside the UK accounted for 77.4% of the total readers on an
average day in the period January to December 2012 (http://www.fttoolkit.co.uk/2011mediakit/ft_adga.html). Thus while the Financial Times is published out of London
the newspaper addresses a readership that is international, not a domestic UK audience.
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Thematic coding was used to analyse the information in terms of the dimensions of
institutional change: actors and institutional work. Data was collected on the
governments in each country and on the ten firms operating in one or more of the
national nuclear energy organizational fields. Although a few of the firms were present
in some countries with other activities (e.g. wind, hydro, solar energy), this study
focused only on the location(s) of their nuclear business (for some basic information
on the firms, see Table 4.2).
The data collected concerned the governments’ institutional work and the nuclear
firms’ organizational responses. Regarding the governments, different categories of
institutional work were identified, because their pressures may have different levels of
strength or immediacy (Lawrence et al., 2001) and may aim to create, defend or
disrupt institutions (Lawrence and Suddaby, 2006). Concerning nuclear firms’
organizational responses, we identified both market responses, in terms of geographic
scope and nuclear energy inclusion/exclusion in the energy portfolio, and institutional
work, in terms of helping create, defend or disrupt institutions (Lawrence and
Suddaby, 2006), while acknowledging that MNEs might adopt multiple responses
simultaneously.
Once the relevant sources were coded, a ‘chronological list of events’ was developed
(Garud and Rappa, 1994). Van de Ven and Poole (1990) and Garud and Rappa (1994)
define events as crucial incidents that occur in the development of a technology, and
following Maguire and Hardy (2009), we think that the same term is also suitable to
indicate the occurrences that unfold in a (de)institutionalization process. We therefore
developed a qualitative database where each event included the date, the actor and
the actions listed in a chronological order. This allowed an assessment of the interplay
of the governments and firms in the national organizational field and to examine the
process of (de)institutionalization in all its stages. This analysis was used to develop a
narrative account of the key strategic decisions/events for each firm and government
in each national case. The analysis presented in this chapter draws on this narrative
account and does not reference all the individual sources due to the large number of
sources and constraints of length, but Tables 4.4-4.6 provide a sample of postFukushima citations for each country for illustrative purposes. Full referencing is
available from the authors upon request.
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Vattenfall
27.89
34,685
398
100%
Home
Region

Centrica
36.86
39,432
288
0%
Home
Country

SSE
50.61
19,489
189
0%
Home
Country

Iberdrola
44.01
31,855
230
0%
Home
Region

Centrica

E.ON
EnBW

Areva
RWE

GDF-Suez

EDF

Firm

UK

UK

Germany
Germany

France
Germany

France

France

Home Country

7103 (7088)6

-

-

-

-

-

-

9,838 (12,160)
2,858 (4,034)

-

-

-

-

-

-

Supply Agreement
with EDF capacity4

65,702 (65,702)

-

-

-

20% equity stake in
EDF capacity4

-

-

10,525 (10,252)

19.4

27.3

-

55.9

23.0
43.7

5.05

75.5

48.1

45.7

75.05

41.7

67.0
41.4

72.05

15.4

32.5

25.6

25.05

2.4

9.0
12.2

Areva does not operate nuclear generating capacity, the firm is specialized in building and maintaining nuclear operations.
4,088 (6,613)
13.5
79.8
5.5

-

1,500 (1,500)4

17.05

9.1

-

1.4

-

-

1.0
2.7

6.05

-

Electricity Generation Fuel Mix (%) 2012**
Nuclear
Fossil
Renewable Other

SSE
Sweden

Dimensions
EDF**
GDF-Suez
Areva **2
RWE
E.ON
EnBW
Total Revenues (US$bn)*1
90.81
126.08
€ 9.34
68.35
157.06 26.13
Total Employees *1
156,168 240,303
46,513
72,068
78,889 20,959
Fortune Global 500 Rank (2012)*1
73
33
124
16
420
Degree of State Ownership**3
84.4%
36%
87%
16%3
0%
93.5%3
Strategic (Regional) Focus**3
Home
Home
Home
Home
Home
Home
Country Region
Region
Country
Region Country
Electricity Generation Business Overview
Nuclear Generation Capacity (MW) in Focal Locations 2012 (2010)***4
Sweden / Spain
Germany
France
UK

Vattenfall

The employee and revenue data was collected from the Fortune Global 500 list published in 2012, as this provided US$ revenue figures converted at the time of publishing, which allows a
more direct comparison of MNE size. See note 2 for details on Areva, which was not included in the list.
The data for Areva is taken from the firm’s 2012 Reference Document and revenue figures are for the year ended 31 December 2012.
Adapted from Kolk et al. (2013) using data from 2012 annual accounts for Areva, EnBW, Centrica and SSE. State ownership for RWE and EnBW includes federal and local communes’ stakes,
at EnBW the federal state of Baden-Württemberg (46.75%) and local communes (46.75%) dominate the ownership of the firm.
The data is from the ‘Changes in and Total Installed Nameplate Capacity by holding company in MW’ table from the Platts Power Vision Database. The data reflects a mixture of ownership
related operating responsibility of and minority takes in nuclear power plants, as nuclear power plants are typically joint-ventures. In the case of GDF-Suez and Centrica the data for their
home countries was revealed in the annual accounts to be rights to access and a minority stake in another firm’s generating capacity respectively.
Percentage of generating capacity, as generation energy mix not available, the values for GDF-Suez are for 2011 and for SSE for 2012.
The nuclear capacity for Vattenfall and Iberdrola are included to provide an indication and allow comparison of home country importance to these firms.

1.2

Iberdrola
Spain
6240 (6706)6
Table 4.2: Focal firm characteristics and nuclear power capacity and generation fuel mix
Source: * Fortune Global 500; ** Annual Reports and Accounts; *** Platts Power Vision Database
Notes:
1)
2)
3)
4)

5)

6)
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4.6. FINDINGS
The three focal countries presented large differences in the approach towards nuclear
energy and deinstitutionalization processes following the Fukushima disaster. The
Fukushima nuclear disaster was understood differently across the three national
settings and among constituencies within each organizational field, with dissimilar
debates emerging regarding nuclear energy’s environmental, social and/or economic
sustainability in France, Germany and the UK. In France, the renewed strength of
support by the government of Nicolas Sarkozy gave way to reduced legitimation of
nuclear energy, based on safety concerns, by the new president, François Hollande,
but with no clear political direction as yet emerging (Schneider, 2013). The German
government responded to the disaster with a significant institutional change, from the
legitimation of nuclear power as a bridging technology and the consequent extension
of the existing phasing out deadline, to the delegitimation of nuclear energy as unsafe
technology and its accelerated abandonment (Davies, 2011; Schreurs, 2012). The UK
government continued to support planned new nuclear projects (Schreurs, 2012;
Ramana, 2013), but with a highly ambiguous position regarding the appropriate degree
of government intervention. Table 4.3 shows the firms’ strategic decisions taken after
the Fukushima disaster, but while these data are relevant, they do not provide any
insights into whether the decisions were driven by isomorphic pressures and if these
were institutional or competitive. An analysis of the process that led to these decisions
is therefore needed in order to interpret MNEs’ strategic decisions and investigate
whether and how isomorphism applied to MNEs. The following sections analyse the
(de)institutionalization processes and the firm-government interactions in each of the
three national nuclear organizational fields.
UK
Confirms commitment
Confirms commitment but
postpones investment decision
(end 2012)
RWE
Exits (by 2022)
Exits (March 2012)
EON
Exits (by 2022)
Exits (March 2012)
Vattenfall Exits (by 2022)
EnBW
Exits (by 2022)
Centrica
Confirms commitment but
postpones investment decision
(end 2012)
SSE
Exits (Sept 2011)
GDF Suez
Investment decision in 2015
Iberdrola
Investment decision in 2015
Table 4.3: Nuclear energy – related strategic decisions taken between the Fukushima disaster
and 31 December 2012
Areva
EDF

France
Confirms commitment
Confirms commitment

Germany
-
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4.6.1. The French Nuclear Energy Organizational Field
Nuclear Energy Before the Fukushima Disaster
The state-controlled multinationals engaged in nuclear energy in France were EDF and
Areva (Mecklin, 2013). GDF Suez, the third French firm, was in a different position, as
its nuclear generation activities in the home country consisted only of agreements to
use power from two of EDF’s reactors. Therefore, the government had a very different
relationship with EDF and Areva than with GDF Suez. The government and firms had
reached an agreement on nuclear energy production, viewed as an institutionalized
practice, fully supported by the French government. Through the strong interactions
with Areva and EDF, the government aimed to primarily maintain the
institutionalization of nuclear energy by affirming its role as a crucial contributor to the
country’s economic development. Areva and EDF’s nuclear safety was emphasized as
part of this institutionalization, particularly regarding the competitiveness of the
French nuclear industry’s key project, the European Pressurized Reactor. The French
government’s strong role in promoting the sector’s competitiveness was visible in
numerous actions affecting the firms’ strategic management. Key strategic decisions
undertaken by the government included the imposition of a strategic partnership
between EDF and Areva, the assignment of the leading role in the nuclear industry to
EDF, the decision that EDF would take a stake in Areva’s capital and the opening of
Areva’s ownership to new investors with the government directing the negotiations.
Before Fukushima, the risk of deinstitutionalization of nuclear energy in France mainly
came from events signalling the loss of competitiveness of the national industry and
the consequent risks of EDF and Areva’s lack of contribution to the country’s economic
development. The government’s institutional work and the relative secrecy
surrounding the findings of the ‘Roussely Report’, commissioned to the honorary
president of EDF and focused on the future on the French nuclear industry, and the
difficulties in Areva’s recapitalization, with a final government subscription to the
capital, signalled that the primary perceived threat of deinstitutionalization was
related to economic failure. The analysis of the interactions between the government
and the nuclear firms reveals EDF and Areva’s substantial conformity to the
government’s decisions; the two firms agreed to create working groups aiming to solve
conflicts between each other and implement the strategic partnership prescribed by
the government. Both EDF’s and Areva’s institutional work consisted of positively
emphasizing the competitiveness of the national nuclear industry to protect nuclear
energy as an institutionalized practice.
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Nuclear Energy After the Fukushima Disaster
The post-Fukushima period was shaped by the change of the Presidency from Nicolas
Sarkozy to François Hollande and, consistent with the emergence of different
deinstitutionalization trends, can be divided into a pre-election period, an election
contest and a post-election phase.
Pre-election, and directly after the disaster, the Sarkozy government first responded
reassuringly and then acknowledged an ongoing catastrophe. This was followed by the
mandate of a safety audit for all national nuclear installations, of a financial audit on
the costs of the nuclear supply chain, of reports on nuclear firms’ outsourcing practices
and the development of future energy scenarios. These measures were complemented
by the government’s defence of the institutionalization of nuclear energy as important
for France’s economic, social and environmental development, while also fervently
defending nuclear energy’s safety, supporting French technology against foreign lowcost competitors. This was in keeping with the state promoted national champion
status of Areva and EDF, reinforced by the government’s renewed formal support for
their partnership. EDF and Areva’s institutional work was consistent with the French
government, against nuclear energy’s deinstitutionalization, by associating safety with
the higher quality of the French technology and emphasizing nuclear energy’s
contribution to France’s economic and social development. Conforming to the
government’s renewed support for the industry’s competitiveness, the two firms
strengthened their cooperation with three commercial agreements and welcomed the
safety reviews (see Table 4.4 for illustrative quotes from this period).
In the election period, nuclear energy became a campaign issue. The incumbent
government defended the institutionalization of nuclear energy, emphasizing its
contribution to national development. The opposition prompted partial
deinstitutionalization by stressing the country’s excessive dependency on nuclear
energy and its safety risks, while also supporting the sector through a proposed
transition to specialization in dismantling nuclear installations. EDF and Areva
contested the opposition’s views and actively intervened to defend nuclear energy’s
legitimacy by stressing the economic, social and environmental loss that the
abandonment of this energy source would represent for France.
Hollande won the election and its government confirmed nuclear energy’s partial
deinstitutionalization. While stressing that the national dependence on nuclear energy
had to be decreased, it defended nuclear energy’s institutionalization in terms of the
industry’s international competitiveness as a driver for economic development,
expressing the ambition to develop a nuclear industry for export purposes, based on
high safety levels.
105

106

“In application with the decisions of the nuclear policy council of 27 July 2010, concerning the creation of a strategic
partnership between EDF and Areva, the two firms will finalize before the summer a technical and commercial
agreement”1 (Présidence de la Republique, 2011)
“Areva and EDF will sign three technical and commercial agreements, prior to a more ambitious partnership in
September, confirmed the Minister of Industry, Eric Besson. A fourth agreement for the construction of a mediumpower reactor Atmea should occur later, which will allow to complete the strategic partnership requested by
President Nicolas Sarkozy in July 2010.” 1 (Le Monde, 2011a)

[Sarkozy ] “If France has a cleaner and cheaper electricity, it is thanks to its nuclear fleet. I do not make a
commitment, I describe a situation and that nuclear power is the result of a program conceived under the orders of
General de Gaulle, prepared by President Pompidou, decided by President Giscard d'Estaing and almost all built
under the two terms of François Mitterrand. … I want to pay tribute to my predecessors and especially to Mr.
Mitterrand, and salute their steadfast in defending the French energy independence. […] The question of French
energy independence, France, which has no oil and no gas, is not a matter of political party, it is still not a matter of
left or right or center. But since the tragic accident in Fukushima, some want to make our compatriots believe that
we should choose between nuclear and security. […] I understand that is against nuclear power. But I think that
since it is a clean energy, inexpensive and guarantees our independence, we need to be in favour of it.” 1 (Sarkozy,
2011)
[Hollande] "I am for energy diversification to produce electricity, that is to say, with nuclear, since I fixed the outlook
for fifteen or twenty years to reduce the share of nuclear in electricity from 75 to 50%, but at the same time to raise
renewable energy, "… There is the need to "invest because there are old plants that are expiring. Fessenheim will be
40 years during the next five years. I do not want that old plants still operate at the risk of the safety of our
citizens."1 (Le Monde, 2011b)

“[Abandoning the atom] would threaten 400,000 direct and indirect jobs in the nuclear industry, 500,000 jobs in
companies currently located in France and very energy-intensive, such as aluminum, which would risk to go abroad.
We have to add 100,000 jobs from the future development of the global nuclear energy from France […] In total,
one million jobs would be in jeopardy and would cost between 0.5 and 1 percentage point of GDP”
“In case of premature termination of the [nuclear] plants in France, there will be a doubling of electricity prices and
it will be crucial for employment in the nuclear.”
“[Abandonment of the atom would lead to] an increase in fossil fuel, an increase of 25% of greenhouse gas
greenhouse France, being DSM [demand management of electricity] and REC [non-renewable] not sufficient to
replace nuclear energy installed” 1 (Le Monde, 2011c)

Sarkozy
Presidency

Candidates to
the French
Presidency

EDF

EDF and
Areva

Response

Actor

Institutional work to
defend nuclear energy’s
institutionalization

[Hollande] Institutional
work for partial
deinstitutionalization of
nuclear energy

[Sarkozy ] Institutional
work to defend the
institutionalization of
nuclear energy

Coercive isomorphism to
home country institutional
pressures

Coercive pressures on
Areva and EDF

Relevance
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“The stop by 2025 of 24 out of 58 French nuclear reactors, if it occurs, it would have disastrous economic, social and
environmental consequences. […] More than 70 billions of additional investments would be needed to replace the
scuttled nuclear reactors with an equivalent production capacity through more expensive renewables and gas power
plants. It goes without saying that the inevitable rise in the price of electricity would be a blow to the purchasing
power of households and to business competitiveness”
“The necessarily significant reintroduction of significant fossil fuels like gas in electricity production would create a
gap in France’s energy independence wanted by General de Gaulle. […] [it would also lead to] soaring CO2 emissions,
which France currently limits a lot better than other industrialized countries. […] Opposing nuclear and renewables is
more than an error, it is a deception. These two energy sources must occupy all the place they are allowed to within
an energy mix that can satisfy the economic, social and environmental challenges we face. The leadership of France
in the civil nuclear is an asset that we must keep.” 1 (Oursel, 2011)
“The Nuclear Policy Council confirms the commitment to reduce the nuclear share from 75% to 50% in 2025 in the
French electricity production. In this framework, the two reactors of the Fessenheim nuclear power plant will be
stopped permanently no later than 31 December 2016. […] The Nuclear Policy Council confirms that the Flamanville
EPR reactor will be the only power generation commissioned during the presidency’s five years. […] The Nuclear
Policy Council reaffirms the confidence of France in its technology and nuclear as well as its ambition to develop
nuclear energy for export, based on the highest level of security industry.” (Elysée, 2012b)
Institutional work for
partial nuclear
deinstitutionalization

Institutional work to
defend nuclear energy’s
institutionalization

Note: The quotes have been translated from French to English by the authors. The original texts are available on request
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Table 4.4: Firms and government’s key responses to (de)institutionalization in the French organizational field after Fukushima: Illustrative quotes

Hollande
Presidency

Areva

During its first nuclear policy council, Hollande decided the shutdown of one nuclear
plant by 2016 and the reduction of nuclear energy from 75% to 50% of the national
energy mix by 2025, while confirming the will to develop a nuclear industry with an
export focus and the commitment to pursue ongoing international nuclear projects.
Thus, the post-Fukushima period saw a replacement of the unequivocal support of the
Sarkozy government by the conditional support of the Hollande government. Nuclear
energy remained an institutionalized practice considering the sector’s international
competitiveness, but its legitimacy was reshaped regarding its importance in the
national energy mix, with a 75% dependency on nuclear energy seen as risky.
The responses of Areva and EDF were essentially isomorphic. During the Sarkozy
presidency, they mainly conformed their strategies to the government’s decisions.
Concurrently, they supported its efforts against the deinstitutionalization of nuclear
energy, adopting defensive institutional work to maintain nuclear energy’s legitimacy.
During the election contest, Areva and EDF increased their defensive institutional work
by actively intervening in the political debate to influence Hollande’s position. Under
the new government, both firms officially aligned to its policies but also showed signs
of disagreement, for example when EDF’s CEO stated that the shutdown of the
Fessenheim nuclear plant was a political decision. In contrast to the active role played
3
by EDF and Areva, GDF Suez did not intervene in the debate with the government,
consistent with its lack of nuclear generation capacity in France.
4.6.2. The German Nuclear Energy Organizational Field
Nuclear Energy Before the Fukushima Disaster
Before the Fukushima disaster, the nuclear firms operating in Germany included
Sweden’s Vattenfall and three German firms, EnBW, a publicly-owned domestic firm,
E.ON and RWE, two privately-owned MNEs. Nuclear energy’s (de)institutionalization in
Germany was marked by a constant debate concerning the timing and approach to its
agreed phasing-out, its complementarity with renewables and the problem of nuclear
waste. In a sense, nuclear energy had always been on the ‘way out’ in the preceding
decades, with the phasing-out of all nuclear plants by 2020 established by a law passed
in 2002 by the centre-left Schröder government. However, directly before Fukushima,
the newly-elected centre-right coalition, led by Angela Merkel, was moderately in
favour of nuclear power, but only as a bridging technology to allow a transition to a
renewables-focused energy mix, and did not support new nuclear installations.

3

Since 2015 the company adopted the name ‘Engie’. However, in this study we use the name
‘GDF Suez’ as it is the name of the company at the time of the study.
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The pre-Fukushima period was dominated by the German government’s institutional
work to defend the legitimacy of nuclear energy as necessary for safeguarding the
country's power supply and meeting its CO2 emission reduction obligations. Through
these arguments the government aimed to secure the extension of the operating
lifetimes of the existing nuclear plants, whose conditions had to be negotiated with the
major four operators. However, the length of extension became an open conflict
within the coalition, where heterogeneous beliefs regarding nuclear energy were
present. A related debate, concerning the significant windfall profits that EnBW, E.ON,
RWE and Vattenfall would enjoy from the plants’ lifetime extension, was finally
resolved by the government’s decision to set a fuel tax on nuclear operations. All four
firms intervened similarly through a defensive institutional work supporting the
institutionalization of nuclear energy. A clear sign of their united institutional work was
the ‘energy policy appeal’ they signed, together with several firms listed on the DAX
30, stating that a premature nuclear exit would be detrimental to the environment and
the national economy and that the fuel tax would block necessary investments.
Concurrently the nuclear firms negotiated with the government to attain a more
favourable policy change.
In September 2010, after months of heated debate within the coalition and with the
nuclear firms related to the degree of legitimacy to assign to nuclear energy, the
Chancellor announced a ‘nuclear compromise’ that made relevant changes to the law
approved by the previous government and that completed a process of
institutionalization of nuclear energy initiated by the new government. In particular,
Merkel’s government, stressing the belief that nuclear energy was a necessary bridge
technology for a renewable energy era, ruled in favour of an average extension of the
operating lifetime of nuclear plants by 12 years, a fuel tax on nuclear operations, and
nuclear firms’ contribution to a fund for promoting renewables. The nuclear operators’
response to the government’s decisions was consistent with their institutional work to
defend nuclear energy’s institutionalization and reach the nuclear compromise.
Indeed, E.ON, RWE EnBW and Vattenfall welcomed it, and E.ON and RWE expressed
their commitment to both nuclear energy, as a bridging technology, and to
renewables. Yet, at the same time, all firms stressed their need for conforming to the
measures even though they were not fully advantageous.
Nuclear Energy After the Fukushima Disaster
The government’s response to the Fukushima disaster consisted of radically changing
its institutional work on nuclear energy, which, moving from defensive to disruptive,
accelerated nuclear energy’s deinstitutionalization. This process was featured by the
government’s public statements questioning nuclear safety, the creation of an ethics
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commission with a key role in the (re)evaluation of nuclear energy, and a negotiated
consensus between the national government and the federal states hosting nuclear
power plants on the reversal of the previous policy of operating lifetime extension. In
contrast to the close relationship with the government in the pre-Fukushima period,
the four firms were largely left to react to the government’s disruptive institutional
work. In particular, E.ON and RWE strengthened their defensive institutional work
through public statements supporting nuclear energy’s legitimacy and, later, similarly
to Vattenfall, used the legal system to denounce the illegitimacy of the government’s
policy, which they argued violated their property rights. Yet, signals of conformity to
the government’s accelerated move to renewables also increasingly emerged among
the nuclear firms (see Table 4.5 for illustrative quotes from this period).
Chancellor Merkel’s first response to the Fukushima disaster was to argue that taking a
‘business as usual’ stance was no longer possible as Fukushima had demonstrated the
reality of safety risks previously considered improbable and changed her beliefs
towards nuclear energy. Consistent with this change in the legitimacy assigned to
nuclear energy, the government announced a three-month moratorium on the preFukushima policy of nuclear plants’ lifetime extension, before agreeing a safety review
of all nuclear plants with federal state governors, the shutdown of those built before
1980 for the period of the moratorium, and the use of the moratorium to attain a
broad consensus on the acceleration of the transition towards the renewable-energy
age.
The Chancellor also established two independent commissions to assess nuclear
energy’s future. The technical safety commission was charged to examine nuclear
plants’ safety, including also potential impacts of events considered highly unlikely
before Fukushima. The ad-hoc ‘ethics commission on a safe energy supply’, composed
of politicians, professors, philosophers, representatives of the church and research
institutions, and only one business representative, was instructed to provide an ethical
assessment of nuclear energy risks, of the possibility of a nuclear phase-out and the
transition to renewable energy. Consistent with the view expressed by the government
that safety and risk are not mathematical values but social values, the
(de)institutionalization of nuclear energy relied not only on safety evaluations, but,
importantly, also on analyses of risk perceptions and societal acceptability. Nuclear
firms’ absence in the ethics commission was justified with the fact that they were not
considered a ‘partner’ in the evaluation of societal risks.
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Actor
German
Government
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Statement
“The events in Japan mean an incomprehensible catastrophe not only for Japan. They are a turning point for the whole world, for
Europe, for Germany. In the past five days I said it over and over again, and I repeat it today: we can and we must not simply go straight
back to doing business as usual. […] In Germany there is a consensus of all parties that we do not build new nuclear power plants and
that nuclear power is a bridge technology, that nuclear energy comes to an end. What we need is an exit with a sense of proportion. […]
The incredible events in Japan teach us that something that was considered impossible by all scientific standards, instead can be
possible. […] The situation after the moratorium will be another one from the situation before the moratorium, because everything is
under scrutiny.” 1 Bundesregierung (2011a)
“One thing is clear: The social assessment of what is a safe nuclear power plant has been changed by the disaster in Japan. Security is
not a mathematical, not a statistical value, but safety and risk are social values that may change. […] We must do everything to get out
of nuclear energy faster” 1 (Bundesregierung, 2011b)
“The technical values and results are certainly important, but they do not lead to a social consensus, to a social approach of dealing with
risks and with certain circumstances. Therefore, we have decided to use besides the classical Nuclear Safety Commission, a second
Commission, namely, an ethics commission for secure energy supply. […] Security is indeed not a mathematical, statistical value but
security is also based on assumption.[…] The energy industry is involved in the collaboration with the safety commission but for the
evaluation of societal risks the energy industry is not the partner.” 1 (Bundesregierung, 2011c)
“We need to get out as quickly as possible from the nuclear policy on the one side and that we must enter into the renewable energy as
powerful as possible on the other side.” 1 (Bundesregierung, 2011d)
“Today we held the Conference of the Federal Government and the state governors to reach a basic agreement regarding the things
that are associated with the development of the energy policy. We have agreed to establish a working group of government and the
heads of state offices and talk about it extensively. We have as the Federal Government made it clear again that we do not seek to act
against the opinion of the states assembly but want to find a reasonable solution. […] We also talked about the Atomic Energy Act and
made clear once again in this context: First. The seven oldest plants that were affected by the moratorium are permanently shut down.
[…] This is done consistently with the Atomic Energy Act. Second. The same applies for Krümmel nuclear plant. Third. The absolute end
point of the use of nuclear energy will be the end of the year 2022.” 1 (Bundesregierung, 2011e)
“We are more than ever before at the beginning of this challenging path. The task is large - and it is rich in opportunity: Germany, one
of the major industrial countries, moves with the utmost determination to reach the age of renewable energy. For this we need the
support of all citizens and have to promote again this purpose and to convince them of the advantages of this path.” 1 (Bundesregierung,
2011f)
“Germany is also considering measures with little regard for an affordable energy supply. This will not bring about the end of the
German industry overnight. But it could lead to a long-term depletion process with considerable negative impact on jobs and prosperity.
[…] Yet first and foremost, we are the ones having to effect the changeover to nuclear-free generation. The major utilities are the ones
having to build huge wind farms on the high seas. The major utilities are the ones expanding the grids and keeping the system in
balance via control energy and flexible power plants. The major utilities will be the ones having to invent and invest in new storage
systems. In a nutshell: private industry are the ones investing enormous sums of money in the switch to renewables. We are not talking
about peanuts here, but hundreds of billions of Euros. So far, at least part of this money has come from nuclear energy and fossil-fuelled
Institutional work to
defend nuclear
energy’s
institutionalization
also through
deterrence

Relevance
Disruptive
institutional work for
deinstitutionalization
of nuclear energy
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Note: The quotes have been translated from German to English by the authors. The original texts are available on request.

Table 4.5: Firms and government’s key responses to (de)institutionalization in the German organizational field after Fukushima: Illustrative quotes

generation. The government knows this. If this money is no longer available, the changeover to renewable energy sources will be
harder, not easier. That too is a matter of credibility and reliability.” (RWE, 2011a)
“Like a number of Germany’s leading jurists, we believe the moratorium stands on weak foundations” […]. Damages would be an issue
“when we finally have a court ruling on the legality of the moratorium”. (Wiesmann, 2011a)
“Germany’s energy strategy called for transforming the country’s energy system – within just a single generation – from conventional
(nuclear, coal, gas) to almost entirely renewable. It was also designed to achieve rapid progress in climate protection by avoiding the
large scale construction of new fossil-fueled power plants. Finally it sought the creation of a large pan-European system of wind and
solar farms […]. The only way Germany can get from a conventional energy world to a renewable energy world is by making use of a
bridge. We believe that the roughly 12-year lifetime extension for nuclear power stations provides such a bridge. […] Policymakers, the
Ethics Commission, the media and the general public are now discussing other energy strategies. I want to state clearly that it would be
a mistake to shorten or narrow the bridge represented by nuclear power. The essence of bridge is not that it’s short or long, narrow or
wide. Rather, its essence is that it spans a gap and links two sides. The transformation of the energy world can’t be accelerated or
shortened at will. Even people who support other energy strategies concede that substantially curtailing the operating lifetimes of
nuclear power stations would make it necessary for Germany to build more fossil-fueled capacity, import a lot of power (and nonrenewable power at that), and accelerate the construction of smart power networks. They also concede that an integrated European
system of wind power in northern European countries and solar power in southern European countries and North Africa can’t be
established within a decade. I know that many people in Germany have concerns about nuclear technology. But it’s a simple fact that
each alternative strategy has its own ethical, economic and social disadvantages compared with the German federal government’s
bridge plan from last fall. […] For a considerable time to come, our nuclear power stations […] will be part of any solution for Germany
to have a secure, environmentally friendly and affordable energy supply.” (E.ON, 2011a)
“Keeping the tax while clearly lowering plant lives through up more legal problems” (Wiesemann, 2011b)
Eon, Germany's largest utility by sales, is to seek EUR8bn in damages from the German government for the accelerated phase-out of
nuclear energy, should the country's constitutional court deem the policy shift an illegal act of expropriation. Eon's announcement came
as the highest court asked dozens of institutions - including the BDI industry association - to give their views on constitutional challenges
submitted by Eon and rival RWE. (Wiesmann, 2012)
"The switch to renewables is a fact [….]. This is a huge opportunity to develop new technologies and business models," (Wiesemann,
2011c)
"If it's a successful policy and the company has learnt nothing, then I will have failed. If the policy fails and the company still gets
something from it, the better for Eon […] Revolutions get labelled revolutions after they've happened." (Wiesemann, 2011d)
“Sven Utermöhlen, head of climate and renewables central Europe […] called Ms Merkel's goal for renewable energy capacity ‘a bit too
ambitious’.” (Wiesemann, 2011e)
The government's "energy concept" also present[…] "opportunities which we would like to make use of". (RWE, 2011b)
“The government [is] confronting Germany with a ‘Herculean task’.” (Wiesemann, 2011e)

In April 2011, to reach a broader consensus, meetings with the wider society and with
the federal state governors were organized. Consequently, the government
strengthened its disruptive institutional work against nuclear energy, by announcing
the common political will and bipartisan consensus for a more rapid transition away
from nuclear energy towards the renewable age. Yet, the technical commission’s
report was perceived as nuanced and providing no clear support for nuclear energy’s
(de-)institutionalization. Instead, the ethics commission emerged as central to the final
policy compromise, featured by cooperation in decision-making across parties and
levels of government and without the involvement of nuclear firms.
The revised policy, announced on 30 May 2011, imposed the immediate shutdown of
the seven idled plants and of a further one that had been subject to technical failures,
while the remaining nuclear plants would be gradually phased out by 2022. The
nuclear fuel tax was retained. The revised policy received bipartisan federal state
support in the Bundesrat and parliamentary support in the Bundestag in votes during
July 2011.
E.ON, RWE and Vattenfall did not respond immediately to the government’s decisions
in the aftermath of the Fukushima disaster. Instead, federal state-owned EnBW
expressed its availability to participate in a dialogue on the future of nuclear energy, a
stance later followed by E.ON, which declared its collaboration in the safety review.
Contrastingly, RWE made clear that it did not exclude legal action if any of its nuclear
plants would be permanently shut down. By the end of March 2011, E.ON, RWE and
Vattenfall aligned their positions, arguing that a lawsuit would be almost compulsory
given obligations towards their shareholders.
The firms considered the government’s intervention illegitimate and sought a revision
of its decision to suspend the older plants, a verification of the legitimacy of the fuel
tax, given the moratorium of the extension of duration, and compensation for
damages in case the idled plants were shut down. RWE was first in raising the level of
resistance by filing a lawsuit against the government’s decision to suspend the oldest
nuclear plants, while both RWE and E.ON stressed the considerable financial burden
they would suffer due to the nuclear plants’ shutdown. E.ON, later joined by RWE,
raised the need for compensation for the phase-out and filed a lawsuit against the fuel
tax, while Vattenfall demanded compensation of damage at the International Center
for Settlement of Investment Disputes. Concurrent with their legal initiatives, E.ON and
RWE adopted a defensive institutional work aimed to support nuclear energy’s
legitimacy by stressing the safety of German nuclear plants and nuclear energy’s
crucial contribution to the German economy and CO2 emission reductions.
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Baden-Württemberg’s state-owned EnBW was the only firm not to oppose, also due to
its restricted legal capacity caused by significant state ownership, and adapted to the
government’s decisions. Interestingly, by emphasizing the potential opportunities
entailed in the move to a renewable energy future, E.ON and RWE also communicated
signals of conformity to the new energy-related institutional pressures by the German
government.
4.6.3. The United Kingdom Nuclear Energy Organizational Field
Nuclear Energy Before the Fukushima Disaster
In the UK, before Fukushima, the firms active in the nuclear organizational field were
French (Areva, EDF and GDF Suez), German (E.ON and RWE), British (Centrica and SSE)
and Spanish (Iberdrola), clustered in three consortia. One was composed by EDF and
Centrica, the second, Horizon Nuclear Power, was created by E.ON and RWE, while
NuGeneration brought together Iberdrola, GDF Suez and SSE. All the consortia had
been created in 2009 after the decision of the UK Labour government to foster nuclear
energy as part of the national low-carbon energy mix. If, on one side, the government
was favourable to nuclear energy and to the construction of new nuclear plants, on the
other side it denied the granting of subsidies for this energy source. The preFukushima period was marked by the electoral victory of the conservative Tories and
their coalition agreement with the Liberal Democrats, which confirmed the agreement
to develop nuclear energy as low-carbon energy, but reiterated the ‘no subsidies’
condition. Thus, the institutionalization of nuclear energy relied on both its
environmental and economic sustainability. While all the actors seemed to share the
belief that nuclear energy was a legitimate practice from an environmental point of
view, the degree of its economic sustainability and possibility to win the market
competition with other low-carbon energy sources was the subject of the most intense
interactions between the government and nuclear firms.
Before the Fukushima disaster, the government initiated a process of energy market
reforms, introducing proposals for measures to support investments in low-carbon
energies, but at least officially, not providing subsidies to nuclear power. Yet, the fact
that the proposals were not turned into law and key details of the incentives for
nuclear-energy investments were not clarified signalled the uncertainty over the
degree of appropriate government intervention. During the process of designing
nuclear support measures, the more active firms were EDF, Centrica, E.ON and RWE.
Their responses combined an official conformity to the absence of subsidies with
institutional work to defend the appropriateness of a market mechanism to support
new nuclear energy as low-carbon energy. EDF was the most active in welcoming the
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new government’s energy strategy and agreeing that nuclear plants could be built
without subsidies. Concurrently, however, EDF, stressing its UK nuclear project’s
considerable costs and long duration, urged the UK government for a clear economic
framework for nuclear investments. Centrica, E.ON and RWE had similar responses,
commending the proposed energy reforms, but also soliciting the government to
secure clear economic measures for new nuclear plants. Thus, these firms, at least
officially, accepted the absence of subsidies to some extent, but at the same time tried
to influence the legitimacy of the government’s intervention in the sector, by calling
actively for the development of support mechanisms to ensure not only the firms’
profitability of investing in new nuclear plants, but also the country’s environmental
and economic development. The fact that EDF, E.ON, Centrica and RWE referred to the
high probability that, without an adequate economic framework, their investments
would not materialize, signals that before the Fukushima disaster the risk of nuclear
energy deinstitutionalization in the UK was related to the nuclear firms’ belief of
economic (un)sustainability.
An opposite commitment was expressed by the domestic firm SSE which considered its
investment in nuclear energy marginal, since renewable energy was its main business
interest. Coherently, SSE’s institutional work aimed to ensure the legitimation of
support to all low-carbon energy sources, not just one, nuclear energy, at the expense
of the others. The two other nuclear firms, GDF Suez and Iberdrola, planning to make a
final nuclear investment decision in 2015, were not active in the government-firms
interactions on nuclear energy.
Nuclear Energy After the Fukushima Disaster
In the aftermath of the Fukushima disaster, the UK government announced a safety
review for the national plants and the nuclear firms were urged to conform to this
decision. The government did not take any further safety-related measures, deciding
only to delay the nuclear construction plan until the release of the review’s outcome.
In the following months, as before the Fukushima disaster, the focus of the
government-nuclear firms interaction was on the economic framework, where the
highest risks of deinstitutionalization still seemed to be perceived, not on safety. The
government reasserted that no subsidies would be assigned to nuclear energy, but
that the support mechanisms proposed in the White Paper and the Energy Bill aimed
to encourage investments in all low-carbon technologies.
Concurrently, the government’s defensive institutional work in favour of nuclear
energy consisted of stressing its importance in the national energy portfolio for
security of supply, CO2 emission reductions and economic growth. However,
contradictions and uncertainty emerged concerning the economic sustainability and
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the appropriate degree of support of nuclear investments. On the one hand nuclear
energy was seen as the cheapest low-carbon energy source, for example compared to
the more expensive offshore wind. On the other hand, doubts emerged as to whether
new plants could be developed without subsidies, and the considerable costs of
managing nuclear waste were argued to justify the exclusion of nuclear subsidies. A
sign of this uncertainty was the fact that the Energy Bill, unveiled by the government at
the end of 2012, set incentives for low-carbon energy but did not quantify the support,
in particular to investors in new nuclear plants, with details planned to be
communicated only in the following year.
The nuclear firms’ response, immediately after the disaster, featured simultaneously
patterns of differentiation and conformity (see Table 4.6 for illustrative quotes from
this period by various actors). SSE was the first firm that abandoned nuclear projects,
stressing, inter alia, its concerns regarding their economic sustainability. GDF Suez and
Iberdrola expressed uncertainty concerning the adoption of a positive nuclear
investment decision, warning of the need for a clear and sustainable economic
framework. Within the Horizon consortium, RWE initially confirmed its engagement in
building new nuclear plants in the UK, praising the political and economic supportive
environment present in the country. Concurrently, RWE, referring to low-carbon
technologies in general, criticized the electricity market reform proposals as too
complex and called for more clarity regarding the government’s support mechanisms
needed to provide low carbon and affordable energy for the country. E.ON also called
for clearer support mechanisms to ensure an increase in low-carbon generation in the
UK.
At the beginning of 2012, E.ON and RWE simultaneously decided to abandon
investments in new nuclear plants in the UK. Both firms ascribed the cause of the
withdrawal largely to the decision of the German government to accelerate the
nuclear phase out in the MNEs’ home country, which had left the firms with financial
uncertainty, and to the substantial investments required by nuclear projects and their
long payback periods. Both firms renewed their commitment to the UK energy market
but with a focus on other low-carbon energy sources such as offshore wind.
Interestingly, both firms praised the national nuclear investment framework, although
the Conservative chairman of the influential Energy and Climate Change Committee
saw their nuclear withdrawal as a sign of distrust in the UK.
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E.ON
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EDF and
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EDF

UK
Governme
nt

UK
Governme
nt

Actor
Committee
on Climate
Change

Statement
“The appropriate mix of low-carbon generation technologies for the 2020s and 2030s is uncertain. Key factors are: the ability to
build nuclear to time and cost […] Nuclear power currently appears to be the most cost-effective of the low carbon technologies,
and should form part of the mix assuming safety concerns can be addressed. Offshore wind is in the early stages of deployment
and is currently significantly more expensive than either onshore wind or nuclear.” (Committee on Climate Change, 2011)
“The UK has everything to gain from becoming the number one destination to invest in new nuclear. Nuclear is the cheapest lowcarbon source of electricity around, so it can keep bills down and the lights on” (Blair, 2011)
“There is continued commitment from energy companies to making real progress in bringing forward their plans to develop new
nuclear power stations in the UK and from government to make the UK the number one destination to invest in new nuclear.”
(Gov.uk, 2012)
“Nuclear policy is a runner to be the most expensive failure of post-war British policy-making, and I am aware that this is a
crowded and highly-contested field. […] Half of my department’s budget goes in cleaning up this mess, and it will rise to two thirds
next year. That is £2 billion a year, year in and year out, that we are continuing to pay for electricity that was consumed in the
fifties, sixties and seventies on a false prospectus. Yet the total nuclear liabilities that the Nuclear Decommissioning Authority now
deal with are estimated to be £49 billion, and I cannot be confident that the figure will not rise again as we discover yet more
problems.” George Osborne, the Minister of Finance “questioned the ‘affordability’ of the low-carbon agenda at a time of financial
hardship”. (Gov.uk, 2011)
AREVA has signed with EDF a Memorandum of Understanding relating to the delivery of the nuclear steam supply system and all
central instrumentation and control systems for the Hinkley Point C project. (Areva, 2012a)
“None of this [carbon price floor and Contracts for Difference] represents a subsidy for nuclear. Indeed no subsidy is required to
fund EDF Energy’s new nuclear plans, nor have we asked for any. New nuclear power represents the most affordable way of
decarbonising UK electricity generation as part of a balanced mix and gives the best long term deal for UK consumers.” (EDF, 2011)
“The Government’s framework for Electricity Market Reform must ensure we have a project which is good for consumers, policy
makers, jobs and investors.” (EDF, 2012a)
“The over-riding priority for the EMR must be to deliver a stable frame-work which is attractive to new and existing investors; as
well as providing a level playing field where all low-carbon technologies can contribute to the Government’s aim of delivering a
low-carbon economy at least cost to the consumer. […]The Carbon Price Support will undoubtedly have cost implications for
consumers, and this has been recognised in the report. However I see it as a short term measure that will not drive investment in
low-carbon generation. It will also have a serious impact for British industry adding costs which will reduce their competitiveness in
global markets.” (Npower, 2011a)
"We welcome today's publication of the Electricity Market Reform White Paper and believe that it makes a good start in
stimulating the growth in low carbon generation that we desperately need in the UK. But we cannot be complacent, it's important
that this is driven forward to ensure a cleaner energy future for everyone.” (E.ON, 2011b)
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E.ON

RWE

EDF

Areva

Centrica

“Events in Japan have caused some countries to re-evaluate their nuclear programmes. It is imperative to learn the lessons of
Fukushima. But knee-jerk reactions, like those seen in Germany, simply lack commercial and economic credibility. It’s important
not to sacrifice an important element of our future energy security on the altar of political expediency and I’m pleased to see that
the Government here has taken a much more level-headed approach. […]But the transition to the low carbon future, in a way that
keeps the lights on, depends on a number of conditions being met, principally that emission reduction targets are adhered to and
that the necessary structures are put in place for encouraging investment in wind and new nuclear. That has to happen soon. We
can’t afford to postpone these choices […] Next, new nuclear must be part of the energy mix. The carbon floor price is helpful, but
it is not sufficient to deliver the massive investment needed.. We must make timely progress on Electricity Market Reform and it’s
worrying to see that the parliamentary timetable on that may already be slipping. […] All the building blocks are there to create
the low carbon energy market of the future – the carbon floor price, Electricity Market Reform, new nuclear build, emission
reduction targets, incentives for revolutionising energy efficiency in the home. What’s needed now is the Government, industry
and the regulator to work more closely together to make it happen. The clock is ticking. In my view, we as a nation have got little
time in which to take action, or our carbon reduction targets may have to be sacrificed in the interests of safeguarding the security
of our energy supplies. These challenges do not lie in the future. They are already here.” (Centrica, 2011)
“The risk of a change in energy policy by certain States cannot be excluded and could have a significant negative impact on the
group’s financial position. The debates that have begun or will come in various countries on the future of nuclear power could
evolve in a manner that is unfavorable to the group’s operations, particularly as influenced by pressure groups or following events
that give the public a negative image of nuclear power (e.g. accidents or incidents, violations of nonproliferation rules, diplomatic
crises).” (Areva, 2012b)
“This agreement confirms the United Kingdom’s commitment to promote nuclear power, a sustainable, economically-viable and
low-carbon energy source. It represents a milestone for AREVA’s new build projects in the country.” (Areva, 2011)
“Our final decision still depends on our ability to build a business case which gives clarity for investors as well as consumers.” (EDF,
2012b)
“the White Paper is encouraging but does not yet provide enough clarity for customers or investors” (Npower, 2011b)
“…nuclear power projects are particularly large scale, with very long lead times and payback periods” (Npower, 2012)
“E.ON has decided to focus its investment in the UK on other strategic projects that will allow us to deliver earlier benefit for
customers and our company, rather than the very long term and large investment new nuclear power calls for.” (E.ON, 2012a)
“In its six-month financial statement in November 2010, SSE said that: ‘the cost, development issues, timetable and operational
efficacy of nuclear power stations all require the greatest possible scrutiny before a commitment to invest [in new nuclear power
stations] can be made’. This point was repeated in its full-year financial statement in May 2011. It is against the background of
these considerations that SSE has decided to end its involvement in the NuGeneration Ltd joint venture.” (SSE, 2011)
“[GDF Suez and Iberdrola] […] reiterate the need for a clear, stable and sustainable policy framework which will enable any final
investment decision” (Iberdrola, 2011)
“We are, with our partners, going to take a decision in 2015 [on building a new plant at Sellafield]. Today it is very difficult to invest
in a nuclear power plant without clear visibility. […] what [is] on offer [is] not enough and something is missing.” (Macalister, 2012)
Intra-country mimetic
isomorphism

Intra-country mimetic
isomorphism
Intra-country mimetic
isomorphism
Intra-country mimetic
isomorphism
Intra-country mimetic
isomorphism

Acknowledgement of
uncertainty over
nuclear energy
institutionalization

Institutional work to
institutionalize
government’s
intervention and
nuclear energy

119

“[GDF Suez and Iberdrola] […] reiterate the need for a clear, stable and sustainable policy framework which will enable any final
investment decision” (Iberdrola, 2011)
"The decision was based on strategic grounds as well as the financial constraints of the two companies," said Tony Cocker, chief
executive of Eon UK. The recession, relatively high gas prices in Europe and the nuclear phase-out in Germany were key reasons,
he said. "We therefore have less financial power than we had," he said. (Pfeifer, 2012)
“E.ON continues to invest in projects across the UK and the company's wider UK plans will be unaffected by the decision not to
advance Horizon Nuclear Power. In the last year alone E.ON invested over £1bn in projects including; a new super-efficient gasfired power station at Grain in Kent that can power up to one million homes, development of the UK's most flexible underground
gas storage facility at Holford in Cheshire, the continued development of the world's largest offshore wind farm, London Array and
its ongoing programme to install over one million smart meters by 2014. In 2012, in addition to many other projects, E.ON will
continue to develop its £736 million Humber Gateway offshore wind farm project with an expected completion date of 2015. Work
will also continue on its new biomass plant, Blackburn Meadows, in Sheffield. The £120 million development will generate power
for around 40,000 homes.” (E.ON, 2012a)
“The effect of the accelerated nuclear phase out in Germany, which has led to RWE adopting a number of measures, including
divestments. […] RWE npower has more than 12,000 employees and has invested more than three times its profits in the UK over
recent years. We remain committed to the need for significant investment in low carbon energy technologies” (Npower, 2012)
“Irrespective of that decision [withdrawal from nuclear projects], the UK market remains attractive to us, as our investments
show. In the past four years, we have invested around €4.5 billion there – in such things as the construction of three off-shore wind
farms, two state-of-theart, gas-fired power plants and increased gas and oil production.” (RWE, 2012)
Inter-country
isomorphism

Intra-country mimetic
isomorphism
Inter-country
isomorphism

Table 4.6: Firms and government’s key responses to (de)institutionalization in the UK organizational field after Fukushima: Illustrative quotes

RWE

E.ON

Iberdrola

EDF, in the aftermath of the disaster, reiterated its commitment to nuclear
investments in the UK, confirming that no subsidies were required, with nuclear power
as the cheapest low-carbon energy source, whose development boosted local
economic growth. Later, EDF welcomed the government’s support mechanisms
proposals and confirmed its engagement in nuclear projects, but, at the same time,
urged the government to make progress on defining an economic framework that
would be appropriate for consumers, policy makers, investors and job seekers.
Importantly, the French firm subordinated its final investment decision to the
establishment of a convincing business case and, finally, postponed its decision to
2013. Similar to EDF, Centrica postponed its investment decision, stressing the need
for a more certain nuclear economic framework to also ensure the country’s CO 2
reductions and energy security.
Areva, finally, did not intervene actively in firm-government interactions on nuclear
energy. This contrasts with EDF’s intense institutional work and is consistent with the
leading role in the French nuclear industry given to EDF under the Sarkozy presidency.
Areva’s commitment to the British nuclear sector was confirmed by the deals, signed
with EDF, Rolls Royce and other British firms, for nuclear projects in the UK. These
agreements, signed during a summit between the British Prime Minister and the
French President, strengthened the industrial partnership on nuclear energy. While
praising the institutional environment in the UK as favourable to nuclear energy, Areva
expressed its strong concerns over the ongoing nuclear deinstitutionalization in other
countries after Fukushima. Areva also announced its willingness to bid for the Horizon
consortium but finally did not submit its offer, without providing an explanation for
this decision.

4.7. DISCUSSION
Westney (2005: 52) argued that “the study of the MNC should be particularly fertile
ground for developing institutional theory”. Isomorphism is a key concept in
institutional theory (DiMaggio and Powell, 1983), but its application to MNEs has been
debated among scholars (Kostova et al., 2008), many arguing that operating in multiple
and inconsistent fields makes being isomorphic in each environment particularly
challenging and that MNEs are often active agents influencing the environment they
operate in and not only, as the isomorphism concept implies, passively adapting to it.
MNEs which are institutionally embedded in multiple national fields, where
institutional change occurs, thus pose key challenges to the applicability of
isomorphism. By presenting evidence on how multiple institutional embeddedness
affects MNEs’ response to deinstitutionalization following a disruptive event, this study
provides insights regarding the presence of isomorphic behaviour among MNEs. In
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particular the findings suggest three types of isomorphism specific to MNEs: intercountry isomorphism, intra-country isomorphism and isomorphic agency, which will be
discussed somewhat further below.
4.7.1. Inter-country isomorphism
In the shared host country, isomorphic behaviour has been observed among MNEs.
While isomorphism did not apply evenly to all the MNEs operating in the UK, it was
projected beyond national boundaries for MNEs sharing the same home country.
Examining nuclear MNEs’ responses in their home and host country therefore has
enabled to outline the features of inter-country isomorphism, a type of isomorphism
not addressed in extant literature. Inter-country isomorphism can be understood as
the constraining process(es) that forces MNEs to transfer their isomorphic behaviour
from their shared home country to a shared host country. Inter-country isomorphism
seems to be an MNE-specific response and answers the calls by Westney (2005) and
Heugens and Lander (2009) for the development of institutional theory with respect to
‘isomorphic pulls across fields’ and ‘between-field variability in isomorphism’
respectively.
German MNEs’ institutional embeddedness in the home country and the coercive
isomorphic pulls exerted by the German government, through its post-Fukushima
institutional work, drove their response in the host country. By simultaneously
abandoning nuclear projects in the UK, RWE and E.ON adopted mimetic isomorphic
behaviour, which both firms ascribed to the accelerated deinstitutionalization of
nuclear power in their home country and to the consequent increased perception of
uncertainty regarding nuclear investments. Inter-country isomorphism emerges also
from the correspondence between E.ON and RWE’s signals of conformity to the
German government’s energy transition and both firms’ renewed commitment to
renewables’ investments in the UK, after abandoning nuclear projects. For the German
MNEs, therefore, the coercive isomorphism in the home country was translated in the
host country into mimetic isomorphism, fostered by the increased perceived
uncertainty regarding the energy technologies in which to invest.
A similar correspondence between home country and host country isomorphism has
also been observed among the French MNEs. In their home country both EDF and
Areva adapted to the French government’s institutional work, aiming to defend the
institutionalization of nuclear energy, in particular regarding the international
competitiveness of the national nuclear industry. In compliance with the government’s
decisions, EDF and Areva strengthened their strategic partnership in the home country.
Symmetrically, in the UK, the findings show isomorphic behaviour between the French
MNEs, which, different from German firms, responded to the risks of
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deinstitutionalization by confirming their commitment to British nuclear projects and
by reinforcing their alliance in the host country. Thus French MNEs’ strategic response
across countries provides evidence of inter-country isomorphism. The institutional
pressures in the home country, consisting of the focus on nuclear energy, were
translated in the UK into a mimetic response to uncertainty that was opposite to the
one given by the German MNEs. The main uncertainty for the French firms after
Fukushima was represented by locations where a political, economic and social
framework favourable to nuclear energy no longer persisted, unlike in the UK.
Hence, German and French MNEs’ responses to deinstitutionalization show that,
following a disruptive event, institutional embeddedness in the home country can play
a critical role for MNEs operating in a politically salient industry, because it can project
firms’ isomorphic response beyond national boundaries. Consequently, inter-country
isomorphism implies an indirect influence of deinstitutionalization in the home country
on deinstitutionalization processes in a host country. For example, the limited
deinstitutionalization in France contributed, through EDF and Areva’s responses in the
host country, to reducing nuclear energy’s deinstitutionalization in the UK. The
accelerated deinstitutionalization in Germany, through the German MNEs’ intercountry isomorphism, also affected nuclear power’s deinstitutionalization in the UK,
but this was limited by French MNEs’ response. The analysis also points to the
potential for inter-country isomorphism to feature changes in the nature of the
isomorphic pressures in their projection across the international boundary. The nature
of the combinations of isomorphic pressures in this transformation process offers
opportunities for further investigation.
4.7.2. Intra-country isomorphism
The complexity of the environment in which MNEs act is evident from their
simultaneous institutional embeddedness in the home and host countries. The risks of
deinstitutionalization of nuclear energy emerging in the UK engendered mimetic
isomorphic pressures related to the perception of uncertainty regarding nuclear
investments’ economic (un)sustainability, reinforced by the government’s difficulties in
defining the appropriate degree of its intervention in the nuclear sector. These hostcountry pressures, affecting both local nuclear firms and multinationals, posed
additional pressures for German and French MNEs to the inter-country isomorphic
pulls illustrated previously. Although the impact of the inter-country pressures
prevailed over host-country pressures and seemed to shape the difference in response
between French and German MNEs in the UK, some similarities across the nuclear
firms operating in the UK signal the presence of a (marginal) mimetic isomorphism,
which reinforced or reshaped the inter-country pulls experienced by the MNEs. The
findings of the paper thus also suggest the presence of what might be called ‘intra122

country isomorphism’, referring to the constraining process that forces MNEs to
resemble local firms in their host country. Intra-country isomorphism could be seen as
an MNE-specific response and its conceptualization speaks to the calls by Westney
(2005) and Heugens and Lander (2009) for development of institutional theory with
respect to two other notions they distinguish, i.e. ‘isomorphic pulls within fields’ and
‘within-field variability in isomorphism’ respectively.
In particular, intra-country mimetic isomorphism is seen in firms’ withdrawal, or in a
threat of withdrawal from British nuclear projects, related to the belief of uncertainty
concerning the (un)sustainability of nuclear investments in the country. This emerges,
in particular, from RWE’s statements on the uncertainty of the British nuclear support
mechanisms preceding its withdrawal from nuclear investments in the UK; from the
emphasis placed by E.ON and RWE on the high investments and long paybacks
required for nuclear projects when justifying their withdrawal from UK’s nuclear
projects; from the postponement of EDF’s final investment decision on the UK nuclear
plant; from Areva’s withdrawal from participating in the bidding for the Horizon
project; and from the uncertainty regarding their investment decision expressed by
Iberdrola and GDF Suez. The highly contradictory statements within the government
and among firms on British nuclear projects’ economic (un)sustainability signal that
investment decisions were largely based on beliefs about the successfulness of an
investment which is by nature highly uncertain and contested. MNEs’ responses thus
signal an added effect of institutional embeddedness in the host country, which seems
to have led to marginal isomorphism between the MNEs. The presence of intracountry mimetic isomorphic pressures in the UK is supported by the response of the
two domestic UK nuclear firms: Centrica which, being in the consortium with EDF, also
postponed its investment decision, and SSE, which abandoned the nuclear consortium
mentioning the significant financial investments needed for nuclear projects. However,
these are early and relatively tentative findings that deserve further investigation in
follow-up studies.
4.7.3. Isomorphic agency
The chapter’s findings suggest that, beside conforming to extant institutions, MNEs
have actively attempted to influence them. Indeed, it has emerged that MNEs, under
risk of nuclear energy’s deinstitutionalization in the countries in which they operated,
adopted similar institutional work to influence the institutional process and retain
legitimacy. In France and in Germany the MNEs resisted “changing institutional values
and routines” through their institutional work, while in the UK they worked against the
deinstitutionalization caused by “changing economic utility” (Oliver, 1992: 567). In
their home country, EDF and Areva faced the nuclear deinstitutionalization initiated by
Hollande, threatening that their core business would lose legitimacy. The French MNEs
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adopted similar institutional work in the home country to defend nuclear energy’s
institutionalization and therefore their own legitimacy, by stressing nuclear energy’s
importance for the country’s economic, social and environmental development.
German MNEs, in response to the German government’s disruptive institutional work,
beside conforming to the coercive pressures, also adopted isomorphic institutional
work by firstly defending nuclear energy’s role for a national balanced and low-carbon
energy mix and then by defending their property rights and denouncing as illegitimate
the government’s decision to phase out the national nuclear plants. In the UK, EDF,
Centrica, E.ON and RWE adopted a similar institutional work consisting in advocating
the legitimacy of government’s intervention in the electricity sector, to support the
necessary nuclear projects not only in their own interest but also for the country’s
economic and environmental development.
In the different fields, MNEs adopted isomorphic actions which were not a sign of
passive conformity to extant institutions, but consisted of institutional work to
maintain the firms’ legitimacy by defending nuclear energy’s institutionalization or
denouncing the inappropriateness of the government’s actions. The presence of
similar active agency among MNEs in home and host countries shows that being
institutionally embedded makes MNEs highly threatened by institutional change and
that, in keeping with Kostova et al. (2008), MNEs do not only conform with their
institutional environments but proactively act to influence it. We consider that in
institutional theory isomorphic behaviour should not only refer to passive conformity
to extant institutions, but, keeping as purpose of isomorphism the search for
legitimacy, the identification of active isomorphism by MNEs who concurrently
intervene in the institutional change process in order to create or defend their
legitimacy should be integrated.
The identification of three MNE-specific categories of isomorphism, through the
examination of MNEs’ responses to deinstitutionalization, implies that the relatively
‘monolithic’ view of isomorphism currently held in institutional theory does not
sufficiently capture the complexity of the institutional environment in which MNEs are
embedded and of their responses to it. By highlighting the presence of inter- and intracountry isomorphism, our study suggests the existence of simultaneous, multiple
institutional isomorphic pressures affecting the MNEs across organizational fields,
which can be aligned or conflicting, and can therefore reinforce or reshape each
other’s effects. By identifying the presence of isomorphic agency our research
proposes the integration of agency and isomorphic behaviour, having both as objective
the attainment of legitimacy in an organizational field. Therefore, in order to be
applied to IB, the ‘black box’ of isomorphism may need to be opened to incorporate
this complexity. To identify and assess the role of the isomorphic forces to which MNEs
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are exposed, it is not sufficient to examine a firm’s last response, which, as shown in
table 4.3 might be similar or different across firms, but it is crucial to investigate the
process that led to it and MNE’s responses across time and countries. Our study
contributes to institutional theory and its application to IB, by analysing the application
of the concept of isomorphism to MNEs, focusing on their responses to
deinstitutionalization processes in more than one country over defined periods, and
suggesting a new conceptualization of isomorphism, in three MNE-specific subtypes.

4.8. CONCLUSION
This multi-country study used a comparative approach to explore how the pattern(s) of
multiply-embedded MNEs’ responses to deinstitutionalization after a disruptive event
challenge(s) the institutional theory concept of isomorphism. Our exploratory analysis,
based on newspaper reporting and communications of governments and nuclear firms
in the year directly preceding and almost two years following the Fukushima disaster,
explored MNEs’ organizational responses to different deinstitutionalization processes
in France, the UK and Germany. Nuclear energy MNEs, embedded in different
countries, faced institutional complexity driven by national governments’
heterogeneous institutional work on nuclear energy, which affected their responses. In
particular, we observed nuclear MNEs’ responses featuring inter-country and intracountry isomorphism and isomorphic agency. MNEs sharing both the home and the
host country presented isomorphic behaviour across the international boundaries:
isomorphism in the home country was projected and transferred into the host country,
with evidence of transformation of the nature of the isomorphic mechanism across the
international boundary. However, French and German MNEs were also exposed to
isomorphic pulls in the shared host country, which for the latter strengthened and for
the former weakened the effects of inter-country isomorphic pressures. Finally, by
identifying the isomorphic agency concept, our study proposes that MNEs, in order to
gain legitimacy, can show similarity not only in passive conformity to institutional
pressures but also in their institutional work to influence institutions.
Our study has contributed to a dialogue on MNEs and institutional theory arguing that
the challenge MNEs pose to the isomorphism concept consists not of the fact, argued
by Kostova et al. (2008), that isomorphism is not applicable to MNEs, but in the fact
that the concept, in order to be applicable to MNEs, has to overcome its current
‘monolithic nature’ and integrate the complexity that characterizes MNEs’ institutional
environment. Consistently, we have identified two categories of isomorphic behaviour,
which encompass the concurrent isomorphic pressures affecting MNEs in the home
and host countries. Future research might explore, through both qualitative and
quantitative studies, the relative impact on MNEs of different institutional isomorphic
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pressures across home and host countries. Moreover, by proposing the tentative
concept of ‘isomorphic agency’ our study suggests further research avenues that
reconcile the view of MNEs’ agency with the isomorphism-related view of similarity in
firms’ actions aiming to gain legitimacy. It should be noted, however, that these
conclusions are based on an exploratory study of a relatively limited set of firms and
countries, for a specific event. This type of study, in keeping with the features of
phenomenon-based research, allowed us to examine whether and to what extent
institutional theory ‘informs’ the reality explored. Yet, further research is needed to
test the findings of this study and their generalizability to other contexts.
Beside suggesting avenues for future research strongly related to the research
question, this study highlights dynamics that we consider deserve further investigation
and will thus be addressed in chapters 5 and 6. In particular, although the study’s focus
was on the deinstitutionalization of a specific energy source, nuclear energy, the
findings signal that this is strongly intertwined with multiple institutional processes
that have involved other energy sources, i.e. fossil fuels and renewables, in the last
years. In addition, the results indicate that these (de)institutionalization processes
were based on the framing of the energy sources as economically, socially and/or
environmentally sustainable. The presence of sustainability-related institutional
dynamics involving conventional and renewable energies that emerged from this study
has inspired the research conducted in the next chapter. In chapter 5 the focus will be
on one of the companies examined in the current chapter, E.ON, and on its whole
energy portfolio, which comprised also renewables and fossil fuels beside nuclear
energy (see table 4.2). Investigating how E.ON associated specific sustainable
development principles and energy sources and how this changed over time, due to
transformations in the business environment, will shed light on the institutional
change electric utilities have been facing, which includes but is not limited to the
(de)institutionalization of nuclear energy explored in this chapter.
The results of our study have also indicated the complexity related to state
intervention in the European electricity sector. While the emergence and expansion of
nuclear energy MNEs leads to an argument that the path to privatization and
deregulation is irrevocable, the variety in the state-market relationship across the EU
focal countries, the debates around nuclear subsidies and the regulatory imposition of
nuclear plants’ shutdown signal a higher degree of complexity. In this study, this
complexity entailed the support for state- vs. market-based coordination of nuclear
energy-related practices, based on multiple sustainable development
motives/justifications. Given the relevance of the dynamics involving the state, the
market and sustainable development in the electricity sector, suggested by this study,
chapter 6 will further explore this topic.
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CHAPTER 5
ON SUSTAINABILITY-RELATED INSTITUTIONAL COMPLEXITY AND
STRATEGIC CHANGE: AN EXPLORATION OF THE SUSTAINABLE
DEVELOPMENT LOGIC
5.1. INTRODUCTION
The integration of sustainable development (SD) in firms’ practices has become a key
subject in the management literature (e.g. Bansal, 2005; Gladwin et al., 1995; Jennings
and Zandbergen, 1995; Kolk and Van Tulder, 2010; Scherer et al., 2013). Indeed, firms
experience significant pressures from their stakeholders to simultaneously comply,
through their practices, to economic, social and environmental sustainability principles
(Bansal, 2005). While the corporate sustainability literature has mainly investigated
‘win-win’ situations, recent studies have put forward the importance of possible
‘tensions’ and/or tradeoffs (e.g. Hahn et al., 2010; Hahn et al., 2015; Pinkse and Kolk,
2010; Scherer et al., 2013; Van der Byl and Slawinski, 2015) between the different
sustainability dimensions. Indeed, sustainable development is a multifaceted concept,
encompassing a range of principles and practices which can at times be/seem
incompatible. Especially in times of industry transformation and drastic “technological,
socio-economic and regulatory changes” (Zúñiga-Vicente and Vicente-Lorente, 2006:
486), acting in accordance with multiple SD-related demands can be particularly
challenging for firms. For example, the reorganization of firms’ activities can lead to
compliance with one issue being inhibited by the fulfilment of another.
Although the literature on firms’ responses to SD-related tensions is growing, limited
attention has been given, on one side, to the conceptualization of the multiple SD
beliefs and values firms face and embrace and, on the other side, to the dynamics and
shifts in firms’ adoption of these different SD principles during strategic change
processes. Our study aims to help address this gap by adopting an institutional logics
lens, which we see as having substantial potential for generating insights. We suggest
that theory on ‘institutional complexity’, defined as “incompatible prescriptions from
multiple institutional logics” (Greenwood et al., 2011: 318), could provide a relevant
contribution to the understanding of responses to multiple SD-related demands, but
that institutionalists have given scant attention to SD as a logic. We therefore firstly
integrate the corporate sustainability and the institutional logics literature by
conceptualizing a compound and multifaceted SD logic both in terms of ‘beliefs’ and
‘material practices’. We then employ the SD logic concept to explore how firms
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respond to SD-related institutional complexity during a strategic change process driven
by environmental transformations.
In order to answer this question we conduct a ‘process study’ (Langley et al., 2013),
adopting a deductive bottom-up theorizing (Shepherd and Sutcliffe, 2011) single case
study research design, focusing on the German electric utility multinational E.ON. The
EU electricity sector is particularly pertinent to answer our research question for two
main reasons. First, in the last decades, the electricity sector has seen multiple critical
institutional, economic and technological transformations (see chapter 3), which have
radically changed prevailing business models. Second, electric firms have increasingly
faced a multiplicity of SD-related demands (see chapter 2). While historically electric
firms had to fulfil only security of supply and affordability goals, in recent years, as part
of the external transformations, increasing relevance has been assigned to
environmental sustainability in the EU electric organizational field. The introduction of
this new principle and associated practices has created conflicts between the multiple
SD-related objectives, which have made the adoption of appropriate responses
particularly challenging for electric firms. E.ON is a case in point, and particularly
interesting as it was established relatively recently as a separate entity (from a merger
of two other firms), presenting a certain break with the preceding period while
simultaneously exposing the complexities faced by a firm in this sector, and
particularly in the dynamic German setting (e.g. with regard to nuclear energy
decision-making, see chapter 4). The study adopts a longitudinal approach and uses
data collected from the documentation released by E.ON from June 2000, the date of
E.ON’s foundation, to December 2015. This timeframe allows insights on the type of
SD-related responses adopted by E.ON, showing whether and how they changed over
time and the extent to which specific responses were viable.
This study aims to contribute to both the corporate sustainability and institutional
logics literature, by also integrating them in a number of different ways. First, by
conceptualizing a SD logic as a compound institutional logic we contribute to capturing
the values, associated practices and complexity inherent in the nature of SD, which
have up to now been partially addressed in the extant literature. Second, examining
how a firm deals with multiple SD sub-logics, and with the complex relationships
between them, allows light to be shed on dynamic and controversial features of
corporate sustainability, which do not conform to the win-win paradigm that has been
dominant in the field until recently. Third, through the longitudinal exploration of how
a firm responds to SD-related institutional complexity, and the identification of shifts
over time, we aim to advance knowledge of institutional complexity. Indeed, we show
that firms do not always adopt a ‘single’ and ‘sustainable’ response to institutional
complexity. Instead they can undertake different actions at the same time and certain
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responses may be pertinent only in the short term and not viable in the long run.
Fourth, by examining SD-related institutional complexity and firms’ response to it
while embedded in a turbulent environment, we integrate in both corporate
sustainability and institutional complexity research a phenomenon to which firms have
increasingly been subject. Scholars have mainly analysed how firms deal with SD and
institutional complexity from either a rather ‘static’ perspective or by taking into
consideration a more narrow environmental change. Yet companies have increasingly
been dealing with multiple transformations which have disrupted their ‘way of doing
business’ and it is in this context that they have had to address SD-related institutional
complexity.
The following sections are organized as follows. First the relevant literature on SD and
institutional logics will be addressed; then an integration of corporate sustainability
and institutional complexity literature will be established and put in a context of
environmental transformation. Subsequently the methods adopted for the study will
be presented. Next, the findings will be explained and discussed, before the chapter
concludes.

5.2. LITERATURE REVIEW
5.2.1. A Sustainable development logic
The concept of SD was promoted most prominently by the United Nations World
Commission on Economic Development (WCED, 1987: 43), that defined it as
“development that meets the needs of the present without compromising the ability
of future generations to meet their own needs”. The need to consider the
environmental, social and economic dimensions, which constitute SD, has
subsequently been widely supported, including by its articulation through the ‘triple
bottom line’ and ‘people, planet, profit’ notions of ‘sustainability’ (Elkington, 1997;
Kolk, 2010). SD has received growing attention in management and organization
scholarship, and the related beliefs and material practices have been the focus of
several studies (e.g. Bansal, 2005; Jennings and Zandbergen, 1995; Kolk and Van
Tulder, 2010). Indeed, firms, originally unwilling to be responsible for anything other
than their economic sustainability, have been urged to commit to a more
comprehensive SD in light of their increasing societal relevance (Scherer et al., 2013).
As a consequence, a growing number of firms has “adopted sustainability principles as
part of their mission statement” (Scherer et al., 2013: 260). In conformity to SD values,
firms have increasingly adopted ‘(corporate) sustainability practices’, which are
“actions that each company […] undertake[s …] to meet the fundamental principles of
sustainability” (Sharma and Henriques, 2005: 160).
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The relationship between SD and institutional logics has, however, not received
significant attention to date, despite the increasing evidence of an emerging SD logic
to firms’ behaviour. The potential for a SD logic is reflected in the Friedland and Alford
(1991: 248) definition of institutional logics as “a set of material practices and symbolic
constructions which constitutes its organizing principles and which is available to
organizations and individuals to elaborate”. This SD logic is also supported by Thornton
and Ocasio’s (1999: 804) later conceptualization of logics as “the socially constructed,
historical patterns of material practices, assumptions, values, beliefs, and rules by
which individuals produce and reproduce their material subsistence, organize time and
space, and provide meaning to their social reality”.
The extant institutional logics literature has to date not identified a clear SD logic,
instead reference has generally been made to the possible influence of ‘resource
environments’ and ecological considerations (e.g. Thornton et al., 2012) and to
environmental concerns influencing fields and/or organizations’ practices (e.g.
Herremans et al., 2009; Lounsbury, 2002; Zietsma and Lawrence, 2010). In their study
on climate change, Ansari et al. (2013) discuss actors’ underlying logics, but social
sustainability and the environment are seen as part of a community logic, associated
most clearly with non-governmental organizations (NGOs). This seems comparable to
how Thornton et al. (2012) and Lee and Lounsbury (2015) relate social and
environmental responsibility behaviours to specific localities, and one might, likewise,
imagine ethical and sustainability aspects being included in a professional logic, or
exercised by environmental professionals, for example. However, this seems a
somewhat different ‘level’ of logics than we propose, which is a more ‘comprehensive’
SD logic encompassing beliefs and material practices. In our view, this adds a
perspective that merits more significant attention than it has received to date.
Table 5.1 indicates the components of a SD logic, thus providing a first step towards a
“specification of the content of logics, by the elements that make up those logics”, as
argued to be necessary more generally in research on logics by Logue and Hinings
(2014: 13). As posited by Thornton et al. (2012: 54) “each of the institutional orders is
composed of elemental categories or building blocks which represent the cultural
symbols and material practices particular to that order”. In keeping with this, the
conceptualization of the SD logic contains an initial specification of the overall belief
system, as conceptualized by the WCED in 1987. The last row of Table 5.1 illustrates
material practices for the electric utility sector, aspects that will be further discussed
and explained in sections 5.3 and 5.4.
While other institutional logics (e.g. the state, market, corporate, professional logics)
have been conceptualized as having one coherent set of beliefs and associated
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practices (Thornton et al., 2012), the SD logic is, in its essence, compound. Its
conceptualization, therefore, also encompasses the presence of three SD sub-logics:
environmental, social and economic sustainability.
Overall belief
system
(WCED, 1987: 43;
67)

Dominant
societal-level
sustainable
development
logic
Sub-belief system
(Bansal, 2005:
198)

Material
practices

Sustainable development is “development that meets the needs of the
present without compromising the ability of future generations to meet
their own needs”. “Two conditions must be satisfied before international
economic exchanges can become beneficial for all involved. The
sustainability of ecosystems on which the global economy depends must
be guaranteed. And the economic partners much be satisfied that the
basis of exchange is equitable”.
Environmental
Social sustainability
Economic
sustainability
sustainability

“Human activities
[should] not erode
the earth’s land, air
and water
resources”

“All members of society
[should] have equal
access to resources and
opportunities”

Practices that
Practices that respect
control, reduce or
the rights of workers
prevent land, air
and communities, and
and water pollution
that protect and help
and that imply
vulnerable members of
responsible
society
resource
exploitation
Illustrative
Reducing CO2
Providing access to
electric utility
emissions, increase
affordable electricity to
sector material
in energy produced
all communities
practices
through renewable
Excluding health
energy sources,
damaging primary
minimization of
energy sources from
electric installations’ electricity generation
impact on the
portfolio
landscape
Table 5.1: Components of a sustainable development logic

“A reasonable quality
of life [should be
promoted] through
the productive
capacity of
organizations and
individuals in society”
Practices that provide
employment, income
and opportunities for
personal
development for
individuals, and tax
payments to society
Providing security of
supply to both
individual and
corporate customers
to enable productive
activity

Each sub-logic comprises a set of beliefs and material practices which are, at the same
time, independent from and interdependent with those of the other SD sub-logics.
Indeed, on one side, since each SD sub-logic has its own values and practices, an actor
can adopt a specific SD sub-logic while neglecting the others. A SD sub-logic thus can
be ‘detached’ from the others and embraced independently. For example,
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management literature has explored the influence of stakeholders adopting the
environmental SD sub-logic on firms’ environmental commitment (e.g. Henriques and
Sadorsky, 1999). Yet, on the other side, the three sub-logics are also interdependent,
for three main reasons.
First, being subordinate to the overall belief system of the SD logic, they share the
same set of overarching guiding principles. Moreover, for a firm to act sustainably, it is
not sufficient to adopt only a sub-logic, but it has to address societal economic,
environmental and social concerns, which need to be solved simultaneously (cf. Hahn
et al., 2015). Finally, the excessive reliance on a specific SD sub-logic can be
detrimental for the fulfilment of the others and, thus, to the adoption of a fully
sustainable behaviour. This is due to the presence of tensions between SD concerns
(Hahn et al., 2015), which, as discussed in the following section, have been increasingly
emphasized by sustainability scholars.
5.2.2. Sustainable development-related institutional complexity
As stated in the previous section, in order to be deemed ‘sustainable’ a firm has to
concurrently fulfil economic, social and environmental sustainability objectives. One
relevant stream of literature on corporate sustainability has adopted a ‘win-win
paradigm’ (Carroll and Shabana, 2010; Hahn et al., 2010), having as main focus the
compatibility between SD issues. Yet, in the last decade, an increasing number of
studies (e.g. Hahn et al., 2010; Hahn et al., 2015; Scherer et al., 2013) has contested
this win-win framing of firms’ commitment to SD, maintaining that, when addressing it,
they are often confronted with significant challenges, which deserve to be
investigated. Indeed, firms operate in increasingly ‘complex and heterogeneous
environments’ and, as a consequence, they are often called to respond, at the same
time, to a multiplicity of diverse SD-related demands (Scherer et al., 2013).
Acknowledging this rising complexity, recently scholars have identified the existence of
‘trade-offs’ (Hahn et al., 2010; Pinkse and Kolk, 2010), ‘tensions’ (Hahn et al., 2015)
and/or ‘paradoxes’ (Hahn et al., 2015; Van der Byl and Slawinski, 2015) between the
different SD issues companies face. This signals that, as mentioned in the previous
section, while the dimensions of a sustainable development logic are ‘desirable in
isolation’, the attainment of one of the sustainability outcomes can compromise the
fulfilment of another (Hahn et al., 2015).
The institutional logics theory provides a useful lens not only for the conceptualization
of SD beliefs and values but also for the exploration of the interplays and dynamics
between these SD principles firms encounter. Over the last decade, scholars (e.g. Dunn
and Jones, 2010; Nigam and Ocasio, 2010; Reay and Hinings, 2009) have documented
the enduring coexistence of multiple institutional logics, encompassing competing
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beliefs and principles, in organizational fields, sectors and organizations (Greenwood
et al., 2011). When organizations are exposed to “incompatible prescriptions from
multiple institutional logics”, they face ‘institutional complexity’ (Greenwood et al.,
2011: 318). An increasingly relevant stream of literature has thus focused on
investigating organizations’ responses to institutional complexity (e.g. Greenwood et
al., 2010; Greenwood et al., 2011; Purdy and Gray, 2009). Indeed, the way a firm
responds to multiple conflicting logics is crucial, because it “can have major
implications for social legitimacy and thus an organization’s access to critical
resources” (Greenwood et al., 2011: 319).
The institutional logics’ lens can therefore be useful for exploring firms’ changing
responses to heterogeneous SD challenges over time. In particular, as argued by
Greenwood et al. (2011: 318), “the pattern of institutional complexity experienced by
organizations is never completely fixed and […] the nature of that complexity is
fundamentally shaped by processes within organizational fields (Scott, 2008)”. Firms
therefore are not only called to manage institutional complexity once, but they have to
do it continuously over time, often in the framework of environmental turbulence. As
studies on SD-related tensions have given scant attention to longitudinal dynamics,
literature on institutional complexity, encompassing change (e.g. Nigam and Ocasio,
2010; Purdy and Gray, 2009), offers an opportunity for the investigation of firms’
responses to multiple SD-related demands over time.
The institutional complexity framework provides a contribution to the understanding
of the SD-related tensions also in terms of their ‘sources’ (Greenwood et al., 2011).
Indeed, as discussed previously, scholars have increasingly explored tensions between
SD issues, but to date overlooked the sources of tensions and whether these reflect SD
principles (i.e. ‘the goals’) or practices (i.e. ‘the means’) (Pache and Santos, 2010).
Given the growing relevance of SD for firms’ legitimacy, it is increasingly risky for
companies to openly deny and contest SD principles and goals, such as the obligation
to “not erode the earth’s land, air and water resources” (Bansal, 2005: 198). On the
other side, debates often emerge between firms and the other field’s constituents
regarding the material practices, i.e. the means, to adopt in order to comply with
(different) SD values (see Table 5.1). Indeed, different sustainability principles may
dictate incompatible behaviours or the firm and its stakeholders may translate’’
(Greenwood et al., 2011) a specific SD principle into diverse practices. The institutional
logics concept, encompassing both beliefs and material practices, as illustrated in the
previous section, allows a deeper understanding of the kind of SD-related
incompatibility a firm is experiencing and on what aspects it focuses its response on,
whether it is about the ‘goals or the means’ (Greenwood et al., 2011).
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5.2.3. External transformation, strategic change and sustainable developmentrelated institutional complexity
The study of firms’ responses to SD-related institutional complexity over time cannot
be abstracted from the framework of strategic change and external transformations in
which they are very often inscribed. Over the last decades, a wide range of sectors
have faced “technological, socio-economic and regulatory changes” (Zúñiga-Vicente
and Vicente-Lorente, 2006: 486). This ‘environmental dynamism’ (Nadkarni and Chen,
2014) has been “restructuring industries, relocating their boundaries, and changing the
bases of competition” (Zúñiga-Vicente and Vicente-Lorente, 2006: 486). New practices
have become increasingly legitimate and strategically appropriate while historically
core practices have been forced into a gradual decline.
The cornerstone of strategic management literature is that firms facing critical
environmental transformations need to respond to them through strategic changes, in
order to compete and survive (Zajac et al., 2000; Zúñiga-Vicente and Vicente-Lorente,
2006). They thus have to engage in “either a redefinition of organizational mission or
[in] a substantial shift in overall priorities and goals to reflect new emphases or
direction” (Gioia et al., 1994: 364). This strategic change can be ‘dramatic, and […]
traumatic’ (Gioia et al., 1994) and yet also gradual, due to path dependence and
organizational inertia (Sydow et al., 2009).
Consistent with the view that the success of a strategic change process depends, as
stated by Gioia et al. (1994: 363), on “the ability of stakeholders to understand and
accept” it, extant literature has highlighted the ‘sensemaking’ dynamics related to
strategic change (e.g. Gioia et al., 1994; Maitlis and Sonenshein, 2010). In the last
years, the acceptance and legitimacy of a firm’s strategy and strategic change has been
increasingly rooted in its fit with multiple sustainable development-related
requirements. A number of studies have investigated strategic change processes of an
industry’s incumbents, with a rising interest in strategic change in relation to
sustainable development (e.g. Delmas et al., 2007). Yet, this stream of research has
framed sustainable development mainly as a ‘monolithic’ construct and/or has
explored only one of its fundamental principles (e.g. environmental sustainability),
overlooking the complexity inherent in the concept.
We argue instead that transformations in the business environment may engender a
‘short circuit’ between a firm’s strategy and its response to SD-related institutional
complexity, which deserves further exploration. Two key trends, i.e. the increasing
number of sustainability issues firms face in several industries and the rising speed and
depth of strategic changes they have to adopt in order to survive (D’Aveni et al., 2010),
signal the importance of examining how firms ‘give sense’ to their strategy and
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strategic change in relation to of SD principles. Indeed, environmental transformations
may drive strategic change entailing the growth of new practices that are consistent
with one SD sub-logic but not or not yet with the other SD sub-logics the firm has to
fulfil. Concurrently, strategic change may also include abandoning existing practices
which were most suitable for the SD sub-logics the new practice is (still) not able to
address. This change can be gradual, with the firm having to go through different
stages both in terms of strategy and in terms of responses to SD-related institutional
complexity.
Under these conditions of gradual strategic change and SD-related institutional
complexity, it is thus particularly crucial for firms to manage SD sub-logics in a way that
ensures acceptance of their existing or new ‘way of doing business’ in their
institutional environment. In keeping with the conceptualization of the SD logic
developed in the previous section, we argue therefore for the need to explore how a
firm addresses SD-related institutional complexity during a process of strategic change
due to critical environmental shifts.

5.3. METHODOLOGY
This research has been conducted by adopting a deductive bottom-up theorizing
(Shepherd and Sutcliffe, 2011) single embedded case study design (Yin, 2003). The
value of the focus on a single case study has been stressed in the literature arguing
that “the focus on comparisons within the same organizational context” allows the
“deep understanding of a particular social setting”, “of the context in which events
occur” and of the “underlying dynamics of the case”, which is lacking in a multiple case
study design (Dyer and Wilkins, 1991: 614-615). Indeed, the key rationale for
conducting a single case study is that it is a longitudinal case (Yin, 2013), where the
unit of analysis is studied at different points in time to investigate changes over time.
As this is a ‘process study’ the use of longitudinal data is crucial to enable the desired
“focus [of] attention on how and why things emerge, develop, grow and terminate
over time” (Langley et al., 2013: 1). The development of a process study has been
deemed “important and valuable for advancing management knowledge” (Langley et
al., 2013: 1) and the potential of such unravelling of dynamics to lead to new
theoretical insights also speaks to support for case study research designs in theory
development (Eisenhardt, 1989).
5.3.1. Case selection
A theoretical sampling strategy (Eisenhardt, 1989, Eisenhardt and Graebner, 2007; Yin,
2003), drawing on three main arguments to justify the case selection, has been used to
select the focal case firm E.ON, a German electric utility multinational.
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First, the European and in particular the German electricity industry has over the last
15 years undergone a wide range of significant “technological, socio-economic and
regulatory changes” (Zúñiga-Vicente and Vicente-Lorente, 2006: 486), both related and
unrelated to SD. Key technological transformations have been the digitalization of
electricity supply, transmission and distribution, the development of technologies for
distributed energy generation for energy management. In addition, socio-economic
factors like the financial crisis, the rise in citizens’ intention to become producers of
electricity and their increasing concern for environmental sustainability have
contributed to transforming the electricity sector. Crucial for this transformation have
also been the changes in the regulations targeting the electricity sector. In particular,
electric utilities have been confronted with the liberalization of the electricity industry,
the launch of the EU Emission Trading Scheme (ETS), the creation of national support
mechanisms for renewable energies and the withdrawal of a number of countries from
nuclear energy (see chapter 4). All these transformations have substantially affected
the structure of the European electricity industry in the last decade.
Second and related, the electricity sector has experienced increasingly stringent SDrelated demands over recent decades (see chapter 2). Indeed, until the 1990s SDrelated issues were either addressed through state-ownership and monopoly without
too much debate, regarding concerns over security of supply and affordability, or had
received limited and discontinuous attention, as in the case of climate protection (Kolk
and Hoffmann, 2007). Since the 2000s instead, the concerns around the sustainability
of electricity generation and distribution have risen. The World Energy Council’s (2007)
key policy statement, released in 2000 and entitled “Energy for Tomorrow’s World –
Acting Now”, for example established three core goals for a sustainable energy future;
namely the 3A’s - accessibility, availability and acceptability. In particular, it maintained
that “any energy strategy, policy or measure which fails to meet these 3A’s will not be
sustainable”. The European Commission’s (2000) Green Paper “Towards a European
strategy for the security of energy supply” argues that the EU strategy should ensure
“the uninterrupted physical availability of energy products on the market, at a price
which is affordable for all consumers (private and industrial), while respecting
environmental concerns and looking towards sustainable development”.
The need for electricity supply to be concurrently economically, socially and
environmentally sustainable has thus become a core requirement for electric firms.
However, practitioners have acknowledged the challenges in reconciling the three SDrelated objectives of energy security, energy equity and environmental sustainability,
as epitomized by the expression “energy trilemma”, introduced by the World Energy
Council (2013) with reference to these three SD pillars (cf. Table 5.1). This complexity
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characterising SD in the electricity sector thus makes the focus on an energy firm
particularly suitable for the investigation of firms’ responses to multiple SD sub-logics.
Third, E.ON is a firm relatively recently established as an independent corporate entity,
as it was created in 2000 from the merger between two German firms, VEBA and VIAG,
in anticipation of the emerging single European energy market (Kolk et al., 2014). E.ON
is therefore a fairly young organization and has as a result of the merger inherited
existing strategies and practices of the merging firms not suitable for the sustainability
challenges of the 2000s. This allows the study to investigate longitudinally a firm which
has been called to respond, from its very beginning, to the multiple SD-related
demands, while being burdened by a considerable set of extant strategies and
practices or, at least, less than other comparable firms such as RWE (Kolk et al., 2014).
5.3.2. Data collection
Data made publicly available by E.ON in its corporate website have been collected,
with the aim of identifying and assessing the SD sub-logics adopted by E.ON and the
practices associated to them. The data have been gathered from four types of sources:
press releases published on the E.ON corporate website, letters to shareholders or
stakeholders in E.ON Annual Reports and Sustainability Reports and, finally, E.ON
CEO’s speeches in the annual shareholder meetings. Table 5.2 shows both the number
of items, i.e. number of press releases, speeches and letters, that have been collected
and those that have been coded. The collected items comprise all the press releases,
letters and speeches published on E.ON’s corporate website.
Once collected, all the items were examined carefully to assess whether they included
information relevant for the study, and thus had to be coded, or were to be discarded
from the coding process. While for some sources, e.g. E.ON CEO’s speeches, all the
items collected displayed relevant information, for other sources, e.g. E.ON press
releases, only a subset of items could be retained for the coding as they did not relate
to the topic of our research.
The focus of our study is on understanding the institutional logics adopted by the firm
and for this purpose the documentation developed by an actor for ‘public
consumption’ is the most appropriate source (Reay and Hinings, 2005). Indeed, “such
documents represent the end result of internal negotiations designed to portray a
particular point of view, which […] is an excellent source of information about a key
actor’s institutional logic” (Reay and Hinings, 2005: 361). The documents collected
covered the period from 16 June 2000, date of E.ON’s founding, to 31 December 2015,
with some exceptions, specified in Table 5.2, related to data availability.
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Source
E.ON Press Releases
Letters to shareholders or stakeholders in E.ON
Annual Reports
Letters to shareholders or stakeholders in E.ON
Sustainability Reports
E.ON CEO’s speeches in annual shareholder
meetings
Table 5.2: Overview of data collection

Period
covered
2001-2015
2000-2014

Number of items
Collected
Coded
527
15

179
14

2004-2014

11

11

2001-2015

15

15

5.3.3. Data analysis
The objective of the data analysis in this study is threefold. First, it aims to examine the
SD sub-logics adopted by E.ON and associated practices associated with each SD sublogic by the company at a specific point in time. Second it intends to appraise the
relationships the firm establishes between the SD logics and how it attempts to solve
perceived conflicts between them. Third, it aims to assess whether and how the SD
logics adopted, the associated practices and the relationships between SD sub-logics
change during the sampled timeframe.
As regards the first two objectives, we have proceeded as follows. Although electric
firms may address a wide range of SD-related issues, with different degrees of
connection to the firm’s core business, we decided to focus on the three sustainability
issues that have been identified as most critical by both the World Energy Council and
the European Commission (see section 5.3.1.): security of supply, affordability and
environmental sustainability. Given the definition of SD sub-logics emerged from the
literature review, we have associated the issue of security of supply with the economic
sustainability logic, affordability with the social sustainability logic and environmental
sustainability with its namesake logic. We have then identified a set of keywords
associated with each SD sub-logic (see table 5.3), in order to select the relevant data to
be coded using the software Atlas.ti. While some of the keywords have been identified
before starting the data coding, others have been added during the coding as they
emerged from the data and were then applied systematically to all the source
material.
To fulfil the third objective, we developed a ‘chronological list of events’ (Garud and
Rappa, 1994) with the coded data. More specifically, we have developed a qualitative
database with each event, including the date, the SD sub-logic(s) adopted and the
associated quote(s) from E.ON, listed in a chronological order. This has allowed the
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examination of ‘sequential patterns’ (Pentland et al., 1999) in terms of changes and
dynamics involving the SD sub-logics over time.
Codes
Environmental sustainability
logic

Keywords
CO2 emissions, emissions, climate change, environmentally
friendly, green, clean, environmental protection, climate
protection, climate friendly
Economic sustainability logic
Security of supply, reliability/reliable, stability,
flexible/flexibility, import dependence, to meet demand,
balance supply and demand, reserve capacity, baseload
capacity
Social sustainability logic
Energy affordability, cost*, wallet, cost-efficiency*, costeffective(ness)*, electricity prices*, save energy*
Table 5.3: Keywords related to each SD sub-logic
* only when used with reference to lower/higher affordability of electricity either in general or with
reference to private customers

The main outcome has been the identification of three major periods: from one period
to the other, E.ON’s adoption of the SD sub-logics and the relationships established
between them changed significantly. In the following section the findings will be
illustrated by adopting the ‘rich description’ approach upheld by Dyer and Wilkins
(1991), in keeping with the view that “in the domain of process theory stories are
constructs” (Pentland et al., 1999: 711). As the findings draw on the narrative account,
they do not reference all the individual sources (except for quotes) due to the large
number of sources (cf. Kolk et al., 2014).

5.4. FINDINGS
Since its foundation and along the timeframe examined, E.ON’s strategy and,
concurrently, its responses to SD-related institutional complexity have encompassed
two major shifts. In keeping with this, three main periods have been identified: period
1, from 2000 to 2005; period 2, from 2006 to 2014 and period 3, from end 2014 and
still ongoing. Each period has been examined from four major perspectives: (1) the
transformations in the external environment, (2) the strategies and strategic changes
undertaken by E.ON, (3) E.ON’s adoption of each of the three SD sub-logics and, finally,
(4) the relationship established by E.ON between the three SD sub-logics. We will
discuss these four perspectives for each of the three periods consecutively in
respectively subsections 5.4.1 (2000-2005), 5.4.2 (2006-2014) and 5.4.3 (since late
2014). Table 5.4 provides an overview of key focus of the analysis in this chapter, i.e.
the three SD logics and their interrelationships in the three periods identified, on
which we will elaborate next.
139

Period 1
(2000-2005)
Environmental Association mainly
SD logic
with conventional
plants or without clear
specification of the
energy technologies.
Limited and ambiguous
association with
renewables

Period 2
(2006-2014)
Association with
conventional power plants
and with renewable energy.
Association with new types
of practices, e.g. distributed
generation solutions where
the customer’s
environmental sustainability
is increased.

Period 3
(end 2014-ongoing)
Focus of E.ON on the
environmental SD
logic.
Association with
renewable energies
and new practices, e.g.
distributed generation
solutions, where the
customer’s
environmental
sustainability is
increased.

Economic SD
logic

Association with
conventional plants.
Initially adopted for new
conventional plants.
Lately adopted to defend
existing conventional plants.

Association with a new
company, Uniper,
which will be gradually
divested.

Social SD logic

Main sustainability
logic guiding E.ON’s
investment decisions.
Associated with
conventional plants
Adopted also to
delegitimize renewable
energy sources
Adopted to
delegitimize renewable
energy sources.

Association with the need to Association with
reduce subsidies to
E.ON’s new practices.
renewables, with nuclear
energy, with new types of
practices.
Relationship
Intention to fulfil all
Intention to fulfil all the
Separation of the
between SD
the three SD sub-logics three SD sub-logics through a practices fulfilling the
sub-logics
although some
broad energy mix
environmental and the
statements prioritizing Commitment to increase
economic
the economic SD logic. compatibility of specific
sustainability logics
Opposition to the EU
energy technologies with
Association of social
and national
multiple SD logics.
and environmental SD
regulators’ association Association of multiple SD
sub-logic with new
of specific energy
sub-logics with new practices practices.
technologies with the Prioritization of SD subSD sub-logics.
logics depending on the
Not all energy
location
technologies may be
suitable to fulfil the SD
sub-logics.
Table 5.4: Overview of E.ON’s adoption of SD sub-logics in the three periods
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5.4.1. Period 1 (from 2000 to 2005)
5.4.1.1. External environment
As stated by E.ON’s CEO in 2001, the electricity sector was in this period undergoing a
process of “global liberalization and privatization” (E.ON, 2001a). In particular “the
liberalization of the European energy markets marked a major turning point that led to
radical changes” (E.ON, 2003). This has led to the falling of “borders between national
energy markets” (E.ON, 2002a) and, as a consequence, a rise in competition but also
the possibility to enter new markets. In addition, the EU and the national, in particular
German, institutional fields went through a process of institutional change featured by
the increasing relevance acquired by the environmental sustainability logic, in
particular based on beliefs related to global warming as mainly caused by human
practices. The institutional change process was associated with the design of
regulatory measures at the EU level and at national level aimed at reducing CO 2
emissions and promoting cleaner energy technologies. Among others, key were the
Renewable Energy Act approved in Germany in 2000 (BMWI.de, n.d.) and the ETS
entered in force in the EU in 2005 (European Commission, 2013a). While the former
was designed to incentivize the development of renewable energies, the latter
consisted in setting a limit, reduced every year, to the CO 2 emissions that could be
released by high-emitting sectors. “Within this limit, companies can buy and sell
emission allowances as needed” (European Commission, 2013a). Another key shift in
the electricity sector was the decision of the German government to abandon nuclear
energy, due to German citizens’ strong opposition to it; until that time it had been a
fundamental component of the electricity generation mix in Germany. In 2000, the
German government signed an agreement with the nuclear energy firms, including
E.ON, for the gradual phase-out of nuclear energy plants, whose operational lifetime
should not last more than 32 years (BBC, 2000).
5.4.1.2. Strategy and strategic change
Three main features characterized E.ON’s strategy in the electricity business in period
1, which started with the formation of the company itself. First, E.ON (2001) aimed to
maintain and expand its position as “‘fully integrated utilit[y]’ […] from generation
through transmission to distribution and supply”. Second, thanks to the global wave of
liberalization, a key commitment of the company was international expansion; largely
through acquisitions. In this period, E.ON acquired key electric utilities in Scandinavia,
the UK, Central and Eastern Europe. Given the variety of the energy mix of the
acquired firms, the acquisitions seem to have been driven more by their market power
in a specific country than by the type of energy sources in their portfolio. Third, E.ON
committed to considerable investments in ‘fixed assets’, i.e. in existing and new power
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plants and in networks. As emerged from the investment plan for 2005-2007, released
by E.ON in 2004, the main focus of these investments did not seem to be renewable
energy installations. Out of 18,7 billion euros of total investments, and, more
specifically, of 12,6 billion euros of investments in fixed assets, those in renewables
counted for 1,1 billion euros.
5.4.1.3. The three sustainable development logics
Below we will discuss key features of the three SD logics in this period and, in
subsection 5.4.1.4, their interrelationships. As supportive material, Table 5.5 provides
some key illustrative quotes for each of them.
Environmental
sustainability
logic

“for climate protection, nuclear energy is and will remain a necessity”
(E.ON, 2001)
“Germany’s ambitious climate-policy goals can only be reached by
increasing the country’s use of natural gas” (EON, 2002b)
“numerous scientific studies have demonstrated that, despite substantial
subsidies, wind energy hardly reduces CO2 emissions” (E.ON, 2004a)
Economic
“we cannot build the future of our industrialized nation on a firm belief in
sustainability
the sun, the wind and biomass” (E.ON, 2003)
logic
“the investment focus is on power generation and the expansion of the
company’s transmission and delivery network in order to continue to
maintain a high level of supply security. Projects include the construction
of a new coal-fired power plant and a new gas-fired power plant” (E.ON,
2004b)
Social
“Others suggested wind power and solar energy: All right, if you do not
sustainability
mind eating cold meals more often, whenever the wind does not blow or
logic
the sun does not shine. And when you are finally able to generate
electricity, one kilowatt-hour will cost at least twice to four times what it
costs today” (E.ON, 2003)
Relationships
“German energy politicians should pursue three equally important
between SD
objectives with regard to our energy supply system: reliability, value for
sub-logics
money and environmental soundness. These objectives of equal rank can
be best achieved if governments - across Europe – define a consistent and
uniform setting for all players, leaving enough room for the forces of the
market and competition to find the most efficient solution.” (E.ON, 2003)
Table 5.5: Illustrative quotations related to E.ON's adoption of the SD sub-logics in period 1

Environmental sustainability logic:
During the first period of its existence, E.ON adopted the environmental sustainability
logic. Yet, in most cases, the German firm either associated the environmental
sustainability logic with power generation from conventional plants or it did not clearly
specify the energy technologies connected to the logic. During the whole period 1,
E.ON particularly emphasized the implementation of environmental protection
measures to existing conventional power stations or the construction of
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‘environmentally friendly’ conventional plants. More specifically, the analysis of E.ON’s
statements also shows that until 2002, the environmental sustainability logic was only
connected to nuclear energy and natural gas. As regards the former, despite the
agreement on nuclear energy’s phase-out, E.ON (2001) maintained that, beside other
reasons, “for climate protection, nuclear energy is and will remain a necessity”. As
regards the latter E.ON (2002b) argued, with respect to its intention to acquire the
German gas company Ruhrgas, that “Germany’s ambitious climate-policy goals can
only be reached by increasing the country’s use of natural gas”. Also, referring to the
investment plans of Powergen, its UK subsidiary, the CEO stated that the firm was
“well positioned to reduce its CO2 emissions by expanding its gas-fired generating
operations” (E.ON, 2004a).
While the connection of conventional plants within an environmental sustainability
logic was clearly established and defended, the logic’s association with renewables was
more limited and also more ambiguous. E.ON (2003) connected the environmental
sustainability logic to the fact the firm was the “biggest generator of electricity from
water power”, of building biomass power stations and of “planning to build windfarms off-shore”. Nevertheless, interestingly, in the following year E.ON’s CEO adopted
the environmental sustainability logic, in his annual speech to the shareholders, to
delegitimize wind energy, by positing that “numerous scientific studies have
demonstrated that, despite substantial subsidies, wind energy hardly reduces CO 2
emissions” (E.ON, 2004a). Ambiguity also surrounded some of E.ON’s announcements
of the construction of new ‘environmentally friendly’ plants. While, as mentioned
above, this was often accompanied by a specification of the type of plant planned to
be built, in some cases a clarification on the energy source was not provided. Thus, in
these cases uncertainty was left around the practice E.ON associated with the
environmental logic.
The statements made by E.ON in this period signal that the German firm did not
contest, at least officially, the adoption of environmental sustainability values for
electricity generation. Instead, its response was particularly interesting regarding the
‘means’ to be associated with the environmental principles. On one side, E.ON clearly
promoted and defended the role of conventional plants and existing energy
technologies for the attainment of environmental objectives. On the other side, E.ON
adopted an ambiguous position as regards the role played by new energy sources, i.e.
renewables.
Economic sustainability logic:
In period 1, the economic sustainability logic was emphasized by E.ON as the main
sustainability logic guiding its investment decisions. This focus emerged particularly
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from the investment plans presented by the company in 2004 and 2005. Indeed, E.ON
(2004b) stated that “the investment focus is on power generation and the expansion
of the company’s transmission and delivery network in order to continue to maintain a
high level of supply security”. Similarly, the investments planned for the following
three years were argued by E.ON (2005a) to be “intended, above all, to reinforce
security of supply in E.ON’s markets”. The investments associated by E.ON with this
objective consisted mainly of coal and gas plants.
In this period, the economic sustainability logic was also the main logic adopted to
delegitimize renewable energy sources. E.ON (2003) contested the government’s
support for wind and solar power by arguing that these energy sources “cannot
safeguard our energy supply” and that “we cannot build the future of our
industrialized nation on a firm belief in the sun, the wind and biomass”. The risks for
security of supply engendered by renewables were reiterated by E.ON in 2005.
Interestingly, however, in the same year E.ON (2005b) also made an opposite
statement, arguing that “renewable energies make an important contribution to
secure and sustained energy supplies”.
The statements made by E.ON with regards to the economic sustainability logic signal
the priority given to this logic and its strong correspondence with, as material practice,
power generation through conventional plants. The economic sustainability logic was
also used by E.ON to delegitimize another material practice, electricity generation
from renewables, despite some contradictory statements.
Social sustainability logic:
In period 1, the social sustainability logic was adopted by E.ON mainly to delegitimize
renewable energy sources, i.e. wind and solar energy, and to defend the legitimacy of
conventional energy sources, i.e. coal, oil, nuclear and gas. In particular, E.ON (2003)
contested the German government’s plan to reduce the use of fossil fuels in favour of
renewables arguing that, if it was adopted, “one kilowatt-hour [would] cost at least
twice to four times what it costs today”. In keeping with this, E.ON (2003) questioned
the financial incentives granted by the German government to renewable energies,
warning that due to this “cornucopia of subsidies”, consumers would have to pay
substantially higher electricity bills.
5.4.1.4. Relationships between SD sub-logics
The previous section has shown E.ON’s adoption of each of the three core SD sublogics during period 1. In some cases, the company adopted the three SD sub-logics
simultaneously. In particular, in 2002, E.ON (2002a) declared its contribution in
“help[ing] provide reliable, competitive and environmentally sound energy supply for
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the German economy”, while in 2003, it stated that the German government “should
pursue three equally important objectives with regard to our energy supply system:
reliability, value for money and environmental soundness” (E.ON, 2003).
Another key trait of this period is E.ON’s opposition to the EU and national regulators’
association of specific material practices with the SD sub-logics. Indeed, in 2003 the
CEO argued: “these objectives of equal rank [reliability, value for money and
environmental soundness] can be best achieved if governments - across Europe –
define a consistent and uniform setting for all players, leaving enough room for the
forces of the market and competition to find the most efficient solution” (E.ON, 2003).
The need to comply with more than one SD sub-logic, according to E.ON, should
exclude the selection a priori of a specific practice by actors in the organizational field
and it should leave the choice to electric firms to identify the material practices to
adopt. In particular, E.ON’s CEO saw the association by the government of specific
practices with the environmental sustainability logic as detrimental for the fulfilment
of the social sustainability logic. Indeed, in 2003, he argued that the economic support,
assigned by the government to renewable energies for purposes of environmental
protection, was causing an increase in energy costs for consumers. He, thus, called for
the government to “define the general setting within which all energy sources can
compete with each other and the most efficient solutions can be found in the interest
of environmental protection” (E.ON, 2003).
Although, as illustrated previously, some of E.ON’s statements suggests the equal
standing of the environmental, social and economic sustainability logic, this seems to
be contradicted by other statements which signal the priority given to the economic
and/or the social sustainability logics over the environmental logic. In particular, E.ON
CEO (2003) argued that “reliability of supply and environmental soundness also play an
important role. However, anything that that is not cost-effective is ultimately not
sustainable either”. This highlights the primacy of an economic/social sustainability
logic, epitomized by cost effectiveness, which seems to be related both to the
electricity firms’ costs and to the costs for customers in terms of energy prices, over
the environmental sustainability logic. According to this statement, not being
(sufficiently) cost-effective would justify the exclusion of an energy source, even if
substantially greener, from the energy mix. Also E.ON’s statements in this period stress
the priority given to the economic sustainability logic and thus to security of supply in
its investment decisions.
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5.4.2. Period 2 (from 2006 to 2014)
5.4.2.1. External environment
In period 2, the European electricity sector entered a process of radical
transformation. This was, to a large extent, driven by measures to reduce CO 2
emissions and support mechanisms for renewables, which were in many cases
strengthened with respect to period 1. In particular, the EU Climate Package entered in
force in 2009 set targets to cut CO2 emissions by 20%, generate 20% of EU electricity
from renewables and improve energy efficiency by 20%, all to be realized by 2020.
Within this framework, the third phase of the EU ETS, started in 2013, entailed a
tightening of the emission reduction measures for electric firms. This encompassed,
significantly, the annual reduction of the cap on emissions from power plants and the
allocation of all emission allowance for power generators through auctioning and not
anymore for free.
In Germany the so-called ‘Energiewende’, i.e. ‘energy transition’, was officially
launched in 2011 (see also chapter 4). The German government committed to it
through a set of regulations and programs, fostering the shift from power generation
based on conventional energy sources (coal, gas and nuclear) to one entirely reliant on
renewables and integrating energy efficiency. This shift was mainly, but not
exclusively, driven by an environmental sustainability logic.
According to E.ON (2013a), the incentives to promote renewables introduced by the
German and other EU governments created the ‘unmanaged’ rise in renewable power.
This uncontrolled growth, in turn, engendered a decrease in wholesale energy prices
and the reduction in capacity utilization, and thus in profitability, of conventional,
fossil-fueled power plants. The resulting crisis for conventional plants driven by the
promotion of renewables was accelerated by the global economic crisis in the same
years; the recession led to a reduction of electricity demand, which also contributed to
overcapacity and to a further decline in wholesale energy prices. This had a significant
impact on E.ON’s conventional plants and, in particular, on its gas power stations,
which, according to the company, became “largely uneconomic to operate” at the end
of period 2 (E.ON, 2013a).
The crisis of conventional plants was also burdened by the rekindled aversion for
nuclear energy, in particular in Germany, as illustrated in Chapter 4. In 2010, the
German government had adopted a more positive stance regarding the existing
nuclear plants, reaching a ‘compromise’ with the electric firms on the extension of
their nuclear plants’ operating lives. After the Fukushima disaster occurred in 2011,
however, the opposition to nuclear energy which had never disappeared in the
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country, regained strength. As a consequence, the German government decided to
reverse its previous decision to extend nuclear plant operating lives, by imposing a
faster phase-out of the national nuclear power plants.
E.ON, however, acknowledged that the transformation of the electricity sector was
more radical than a shift in energy sources. What was occurring to the electricity
sector was, according to E.ON (2013b), the dissolution of “the traditional distinction
between generation, transmission, distribution and consumption”. Thanks to the rise
in the number of renewable energy installations and to the emergence of smart grids,
customers could now decide “whether they want to buy energy from the grid or make
it themselves and perhaps even market it to others” (E.ON, 2013b) and "decentralised
energy production will play a substantial part in the transformation of energy supply in
Germany" (E.ON, 2011c).
5.4.2.2. Strategy and strategic change
Period 2 is characterized by E.ON’s intention to have a broad energy generation
portfolio, comprising both renewables and conventional energy sources, which had
been E.ON’s core business since its foundation. During this period, E.ON increasingly
invested in the growth of its renewable energy business, with the aim of gaining a
“leading international position” (E.ON, 2007a). This emerged from different actions
adopted by E.ON. First the company increasingly invested in the construction of wind
and, later, solar power plants in a number of countries. Different from period 1, where
only one billion euros was allocated to renewables, in 2007 E.ON allocated 3 billion
euros for the period 2007-2010, and in 2008 it decided to double this sum. In 2009
E.ON stated that it was investing 8 billion euros for the period 2007-2011. Second, in
2007 it created a new unit, called “E.ON Climate and Renewables”, which would be
“responsible for steering and developing E.ON’s renewable energy business, and for
managing projects in the field of climate protection” (E.ON, 2007b). Third, E.ON made
key acquisitions and alliances in the field renewables. Among others, it acquired Energi
E2 Renovables Ibericas, which was Dong Energy’s Spanish and Portuguese renewables
business, and the North American activities of Irish wind farm operator Airtricity. Also,
with another company, Schüco International, E.ON created a joint venture for
producing thin-film solar modules.
As regards conventional energy sources, E.ON’s statements in period 2 signal the firm’s
intention to keep them in its energy generation portfolio. Yet, the maintenance of
conventional plants was increasingly challenged over the years by the ongoing
changes in the external environment (see section 4.2.1.). In keeping with this trend,
two main approaches can be identified. In the first part of period 2, E.ON adopted a
rather ‘offensive’ approach by engaging in building new coal, gas and nuclear plants
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mainly in Europe (besides those in Russia). For example, it joined projects to build
nuclear power stations in the UK and Finland, it committed to build coal plants in
Germany and the UK and gas plants in Hungary, Germany and Slovakia. Between 2007
and 2008 it also acquired mainly conventional plants in France, Spain and Italy. In the
last years of period 2 instead, E.ON adopted a rather ‘defensive’ approach: the
announcements of new conventional plants were substantially reduced and the focus
was on defending the existing installations and their profitability. In particular, E.ON’s
engagement in building new gas- and coal-fired capacity was increasingly restricted to
new non-European markets, i.e. Russia, Turkey and Brazil. In the EU, E.ON, either
individually or together with other major electric utilities, engaged in fighting against
the phase-out of nuclear plants decided by the German government and in requesting
support mechanisms to keep in operation profitably its coal and gas plants. Where the
challenges could not be overcome, E.ON decided the closure of some conventional
power stations, e.g. the one of a gas plant in Slovakia, or the withdrawal from the
construction of new plants, as in the case of nuclear plants in the UK and Finland.
E.ON (2013c) increasingly committed to growing its distributed generation and energyefficiency business in period 2, consistent with its intention to transform itself “from
being a traditional integrated utility toward becoming a developer of customer-centric
energy solutions”. It started installing micro generation units both for private and
business customers and in 2013 it created E.ON Connecting Energies, a unit focusing
on energy efficiency and on-site energy generation for businesses and public sector
institutions. This was also accompanied by acquisitions and alliances in the field of
distributed generation and energy management.
5.4.2.3. Sustainable development logics
Analogous to the set-up for the previous period, we will below discuss the key features
of the three SD logics for 2006-2014 and, in subsection 5.4.2.4, their interrelationships.
As supportive material, Table 5.6 provides some key illustrative quotes for each of
them.
The key common trait of period 2 is the commitment of E.ON to fulfil all three
sustainable development logics through a broad range of practices, comprising
electricity generation from conventional and renewable energy sources and,
increasingly, energy services. Within this framework, however over the years some
changes emerged in the approach adopted by E.ON. These changes, which yet did not
delineate clearly distinct (sub-)periods, arose around 2010-2012 and are highlighted in
the discussion.
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Environmental
sustainability
logic

“Our wide energy mix, which is aimed at reducing carbon emissions and
conserving resources, has put us on the right track” (E.ON, 2010a)
“E.ON has inaugurated a new gas and steam power plant with an installed
capacity of 561 megawatts in Irsching, Bavaria. The Ulrich Hartmann
power plant achieves an efficiency level of over 60 percent, which has
never been seen before in plants of this type, and is hence setting new
standards for efficient and environmentally-friendly electricity
production”. (E.ON, 2011d)
“Investments of EUR7 billion in renewables, three large wind farms in the
North Sea and Baltic Sea, and new transmission lines for wind power: they
are all ways Johannes Teyssen is making E.ON a green energy provider”
(E.ON, 2011e)
“Athlon Car Lease Germany and E.ON will work together to offer emobility solutions …. Their solutions will make it possible for customers …
to operate a zero-emission, climate-friendly fleet”. (E.ON, 2010b)
“Distributed generation of energy reduces the load on transmission grids,
makes companies more independent and is better for the environment,
thus constituting a key element in Germany’s energy turnaround. We will
therefore continue to expand distributed generation in a consistent
manner”. (E.ON, 2012b)
Economic
“Germany, could face an electricity shortage if not enough fossil-fuel-fired
sustainability
generating units […] are built” (E.ON, 2008a)
logic
“Highly efficient and flexible to use, CCGT plants are continuously
increasing in importance in E.ON’s energy mix. They are particularly suited
to speedily and flexibly balancing out load fluctuations in the grid which
arise from the increasing, but non-predictable, feeding-in of wind and
solar energy”. (E.ON, 2011f)
Social
“Particularly in the current crisis, nuclear power is a strategic option for
sustainability
German energy policy, one that will help avoid … price increases” (E.ON,
logic
2008a)
Relationships
“E.ON is therefore committed to a broad range of energy technologies
between SD
that help to ensure a climate-friendly, reliable and affordable energy
sub-logics
supply” (E.ON, 2010c)
“Europe’s main priority is to make its energy supply more efficient and
climate friendlier. But other parts of the world still have a lot of catching
up to do in terms of expanding their generation capacity”. (E.ON, 2010d)
Table 5.6: Illustrative quotations related to E.ON's adoption of the SD sub-logics in period 2

Environmental sustainability logic:
A key aspect differentiating period 2 from period 1 was the increased association of
E.ON’s practices with the environmental sustainability logic. This higher attention to
environmental sustainability was epitomized by the slogan launched in 2011 for E.ON’s
new corporate strategy, i.e. ‘cleaner and better energy’. Also, climate protection was
increasingly argued by E.ON (2007c) to be “an integral part of [its] corporate values
and strategy”. Beside wider strategic directions, the environmental sustainability logic
was adopted by E.ON, in this period, to justify and support its specific investment
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decisions. In particular, E.ON used the environmental sustainability logic to back and
defend the adoption of a ‘wide energy mix’; the German company upheld the view
that both renewables and conventional plants were needed to attain climate
protection objectives.
A key aspect characterizing period 2 is the strong association of the environmental
sustainability logic with E.ON’s investments in renewable energy sources. Different
from the previous period, in which reference to renewables was more vague and
ambiguous, starting in 2006 E.ON substantially intensified the announcement of
concrete wind and, later, solar projects and connected them with climate protection
objectives. This association was epitomized by the name and objective assigned to new
subsidiary in 2007: ‘Climate and Renewables’. E.ON stressed that the new renewable
business was in keeping with E.ON’s key objective: the company was “dedicated to
taking a leading international role in climate protection in the future and [was]
committed to supporting the EU target of generating at least 20 percent of primary
energy from renewables by 2020” (E.ON, 2007d). The reduction of its carbon emissions
in Europe was argued by E.ON to be largely driven by the considerable expansion of its
renewable capacity.
In period 2, E.ON also associated the environmental sustainability logic with
investments in its existing fossil fuel power plants or in the construction of new ones.
In particular, E.ON expressed its commitment to make existing technologies and/or
plants more ‘ecological’. During this period E.ON announced the ‘modernization’ of its
existing coal and gas plants, aimed at reducing their CO2 emissions, and the
construction of new ‘climate-friendly’ fossil fuel-fired power stations. The intention of
“set[ting] new standards in […] global warming management” (E.ON, 2006a) was
presented as critical in the building of new coal plants. E.ON (2011e) supported the
increase in the construction of CCGT plants arguing that they were “at the top of the
table in their respective countries in terms of both efficiency and climate care”. Beside
the amelioration of existing technologies, E.ON also expressed its commitment to the
development of new technologies for power generation from conventional power
plants, e.g. carbon capture and storage (CCS). Indeed, according to E.ON (2007e),
“carbon dioxide capture from power plants is one of the key technologies in tackling
the global climate change problem”. E.ON raised the association of the environmental
sustainability logic with conventional power stations even when facing contestations
on their construction, as in the case of the new coal plant to be built in Datteln,
Germany. Referring to this plant, E.ON (2010e) contended that “this one major project
[would] make the single biggest contribution to the emission-reduction target for
power generation in the German state of North Rhine-Westphalia”.
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Since 2012, however, some changes in the association of conventional plants with the
environmental sustainability logic have been detected. Indeed, in the last years of
period 2, E.ON did not employ the environmental sustainability logic to justify new
investments in coal- or gas-fired power generation in Europe anymore, but only in
some cases to defend and protect the ones already made.
Until 2011, E.ON also adopted the environmental sustainability logic to defend nuclear
energy. With reference to the phase-out of nuclear energy in Germany, before the
Fukushima disaster, E.ON (2007f) posited that “there is no climate-neutral
replacement for nuclear power” and that “each year nuclear energy prevents 150
million metric tons of CO2 from being released in the atmosphere”. Comparing the
situation in Germany with the one in other countries (i.e. UK, Finland, Romania, and
Bulgaria), where E.ON was involved in nuclear projects, the German company argued
that “these countries [were] very interested in expanding nuclear energy because they
believe[d] it [would] make an important contribution […] especially to climate
protection” (E.ON, 2007f). The association of nuclear energy with the environmental
sustainability logic was reiterated a few weeks after the Fukushima disaster. In the
shareholder meeting held in May 2011, E.ON’s CEO stated that “[f]or a considerable
time to come, our nuclear power stations […] will also be part of any solution for
Germany to have a[n] […] environmentally friendly […] energy supply” (E.ON, 2011a).
However, after this statement, E.ON abandoned the association of the environmental
sustainability logic with nuclear energy, despite still having nuclear plants in operation
in Germany.
Since 2010, E.ON increasingly associated the environmental sustainability logic not
only with investments in power plants but also with those in new types of practices
encompassing distributed generation and e-mobility. The connection between these
new practices and the environmental sustainability logic is particularly interesting
because, while in E.ON’s historically core activity of power generation the company
argued to reduce its own CO2 emissions, the supply of distributed generation and
energy efficiency solutions were stated to help its customers reduce their CO 2
emissions. For example E.ON argued that the supply of CHP generation technology to
private customers, a business pursued by the company in this period, was ‘beneficial
for the environment’ and crucial for climate protection.
Economic sustainability logic:
During period 2, E.ON argued the economic sustainability logic to be a key logic driving
its decisions. This emerges particularly from E.ON’s investment decisions between
2006 and 2011. Indeed, E.ON (2006b) posited that “securing energy supplies [was]
central to E.ON’s strategy” and that, out of the 25.3 billion of investments planned for
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the following three years, 22.4 billion would be focused “on investment in fixed assets,
in particular to help further improve security of supply in E.ON’s markets” (E.ON,
2006c). After 2011 however economic sustainability was related to new investment
decisions only for Brazil and Russia, while in Europe it was only associated with existing
power stations to emphasize their importance in the energy mix.
Similarly to the environmental sustainability logic, according to E.ON (2010c) the
economic sustainability logic also justified the adoption of a “broad range of energy
technologies”. In particular, this was supported by the “global competition for oil and
natural gas” (E.ON, 2006b), the need to “minimize [the] import dependence” (E.ON,
2008b) and to “generate 70-75% from non-renewable sources” (E.ON, 2008c).
Within this broad mix, conventional power plants, i.e. coal and gas plants, would
“continue to have to bear the brunt of energy supply for a very long time to come”
(E.ON, 2006d). Removing coal from the energy mix was deemed as “illusory and
irresponsible” (E.ON, 2008b) as Germany would “face an electricity shortage if not
enough fossil-fuel-fired generating units […] [would be] built” (E.ON, 2008a). E.ON
used this argument in particular with regards to Datteln plant, the contested new coal
power station planned to be built in Germany. Until 2011 the economic sustainability
logic was employed by E.ON in relation to investments in new conventional plants. In
relation to the objective of ensuring security of supply, in 2010 and 2011 flexibility was
emphasized as key feature in the construction of new fossil-fuel plants. For example,
referring to a new gas plant built in Slovakia, E.ON (2011f) underlined that it could “be
utilized very flexibly and [could] thus balance any load fluctuations in the grid reliably
and quickly”; a similar statement was made for a new gas plant built in Germany. Since
2012 economic sustainability was instead adopted by E.ON to defend existing
conventional plants threatened by environmental transformations rather than to
introduce new power stations. For example E.ON (2014a) asked “why the impression
remains widespread that only a few conventional power plants are needed […]. The
fact is, on overcast, windless winter days renewables produce almost no power. At
such times almost all of Germany’s conventional power plants have to spring into
action”. The exception was Russia where economic sustainability was still associated
with new conventional generation assets built or to be built by E.ON.
Beside fossil fuel plants, during the whole of period 2 E.ON defended nuclear energy
based on the economic sustainability logic, in particular in Germany, where, as
illustrated previously, the phase-out debate was intense even before the Fukushima
disaster. E.ON (2008a) supported the need to maintain nuclear power stations in
operation as nuclear energy was ‘reliable’ and it would “help avoid shortages in the
German electricity market”. As mentioned in the previous section, E.ON (2007f) also
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raised, from an economic sustainability perspective, the case of the UK, Finland,
Romania and Bulgaria, which supported nuclear projects because “they believe[d] it
[would] make an important contribution to security of supply". Similarly to the
environmental sustainability logic, the economic sustainability logic was also
associated by E.ON to nuclear energy in the aftermath of the Fukushima disaster: “for
a considerable time to come, our nuclear power stations […] will also be part of any
solution for Germany to have a secure […] energy supply” (E.ON, 2011a). This was
reiterated in 2014, when E.ON announced the closure ahead of schedule of the
Grafenrheinfeld nuclear plant. The company related this to the nuclear fuel tax
imposed by the German government which, by creating a financial burden over
nuclear energy, was forcing “a reliable, operationally flexible technology” (E.ON,
2014a) to be abandoned.
The strong association of fossil fuel and nuclear plants with the economic sustainability
logic was justified by E.ON (2008b) in particular with the argument that “wind, solar
and biomass won’t be enough”. While, in period 1, E.ON largely discarded renewables
based on an economic sustainability logic, in period 2, it acknowledged and even
promoted their positioning in the energy mix. Yet, E.ON (2013b) also argued that
renewable energies needed to be supported by “stable, reliable conventional assets”,
due to their intermittency and to the fact that their generation capacity would cover
only 30% of Germany’s energy needs. Interestingly, although the fluctuations in wind
and solar power supply were repeatedly argued by E.ON to be a key drawback from an
economic sustainability perspective, in 2013 E.ON (2013d) made reference to
renewables as ensuring security of supply, arguing that its “technologically advanced
wind fleet [was] one of the most profitable in the industry and, with an availability
factor of 98 percent, [was] a reliable component of Europe’s energy supply”.
Social sustainability logic:
E.ON adopted the social sustainability logic in period 2, but to a more limited extent
than the other two sustainability logics. The involvement of social sustainability
objectives was not always clearly formulated by the company. Reference was often
made to ‘competitiveness’ or to ‘cost effectiveness’ without always specifying whether
this referred to the energy prices for the customers or to the costs for electric utilities.
Except for a set of imprecise statements, the social sustainability logic was clearly
raised by E.ON in three main situations during period 2.
First, E.ON adopted the social sustainability logic when it demanded changes to the
renewable energy subsidies granted by the German government and to the prices of
emission allowances in the framework of the EU ETS. In particular, according to E.ON
the incentives for renewables were too costly and represented a considerable burden
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for electricity customers. Similarly, E.ON warned that the prices of the emission
allowances were too high, which would have a negative impact on electricity prices in
the EU. Second, E.ON adopted the social sustainability logic to support the use of
conventional plants. In particular, it associated the logic to nuclear energy, which,
according to the German company, would “help avoid […] price increases” (E.ON,
2008a). This was also emphasized after the Fukushima disaster, as epitomized by the
CEO’s statement during the 2011 shareholder meeting: “for a considerable time to
come, our nuclear power stations […] will also be part of any solution for Germany to
have a[n] […] affordable energy supply” (E.ON, 2011a). Interestingly and finally, at the
end of period 2, E.ON linked the reduction of energy costs for private customers to the
provision of unusual services for an electric utility. Indeed E.ON presented its provision
of smart grids, energy saving services as contributing to energy savings for them.
5.4.2.4. Relationships between SD sub-logics
A key feature of period 2 is E.ON’s acknowledgement of and support for the
concurrent adoption of all the three sustainability logics. Indeed, in 2008 the CEO
stated: “we are aware that maintaining the security of energy supplies is today no
longer enough to deliver what is expected from us. We need to find convincing
answers to new pressing issues such as climate change and the global rise in energy
prices” (E.ON, 2008d). In the following years E.ON (2010c) reiterated its commitment
“to ensure a climate-friendly, reliable and affordable energy supply” but blamed
German and EU regulators of not assigning equal importance to the three
sustainability logics. Accusing the regulators of a “lack [of] holistic energy strategy”,
E.ON (2009a) contended that they “sometimes [put] energy prices […] at the top of the
agenda, sometimes climate protection and sometimes security of supply”.
E.ON’s support for the equal standing of the three sustainability logics was
complemented by the appraisal of their divergence. In the presentation of the 2009
‘CR Report’, E.ON (2009b) emphasized the “conflict[ing] objectives [it was] facing when
striking the balance between climate protection, security of supply and competitive
prices”. Within this framework, the concurrent adoption of the three sustainability
logics was pursued by E.ON in different ways.
First, E.ON supported the adoption of multiple energy generation technologies for
multiple sustainability logics. Indeed, the German company repeatedly argued that ,
the adoption of a ‘broad energy mix’ was necessary, in order to address the three
sustainability logics. This was based on the view that all energy generation
technologies had advantages and disadvantages, thus having an inclusive approach
would allow to balance them and to attain multiple sustainability objectives. The
promotion of a ‘broad energy mix’ was particularly meaningful for controversial energy
154

sources, i.e. coal and nuclear, which different actors urged to abandon. According to
E.ON (2011a), nuclear and fossil-fuels “for a considerable time to come […] will also be
part of any solution for Germany to have a secure, environmentally friendly and
affordable energy supply”. Interestingly, this statement was made less than two
months after the Fukushima disaster. The role of conventional plants was, according to
E.ON (2009a), to complement renewable energies which “protect the earth’s climate
but […] are not yet reliable enough to plan their output as part of the power supply”.
E.ON also emphasized the relevant complementarity between coal and nuclear. The
German utility acknowledged that, given that the development of a carbon-free coal
plant is a medium/long term project, “we will have to live with high CO 2 emissions
from coal-based electricity generation for a long time” (E.ON, 2006d). According to
E.ON (2006d), maintaining coal plants in operation would “only be acceptable from a
global warming perspective if at the same time the impact of these emissions is offset
by the use of nuclear power plants”, as nuclear energy was both reliable and carbonfree.
Second, E.ON expressed its commitment to make specific energy technologies more
compatible with multiple logics. This is particularly the case of fossil-fuel fired power
plants. Defending the need to maintain coal-fired power stations to ensure security of
supply, E.ON (2009a) stated its engagement “to make coal technology more
ecological”. This objective, as mentioned above, was implemented through the
improvement of the existing coal technologies and the investment in a new one, CCS.
Third, E.ON started associating multiple sustainability logics with new practices,
unusually for an electric utility. Indeed, while originally an electric utility was engaged
(almost) exclusively in generating and/or distributing electricity, with the
transformation of the electricity sector customers started managing their own
electricity generation and consumption. In period 2, thus, in keeping with the industry
transformation, E.ON increasingly invested in the offer of energy services and it
associated them with multiple sustainability logics. For example, according to E.ON
(2010e), its “retail products […] help [its] customers shrink their energy bills and their
carbon footprint”.
Fourth, E.ON illustrated some attempts to prioritize sustainability logics depending on
the location. Indeed, in the presentation of its investment plans in 2010, E.ON’s CEO
noted that “Europe’s main priority is to make its energy supply more efficient and
climate friendlier. But other parts of the world still have a lot of catching up to do in
terms of expanding their generation capacity” (E.ON, 2010d). In keeping with this view,
the CEO expressed the intention to invest in two new regions, later identified as Brazil
and Turkey, where E.ON would “focus exclusively on offering solutions that
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significantly improve the energy supplies in these regions” (E.ON, 2010d). With regards
to its investments in Brazil, E.ON’s emphasized the commitment to “enhance Brazil’s
security of supply” (E.ON, 2013e) and to address the country’s “supply shortages”
(E.ON, 2014a).
Beside the statements supporting the equal standing of the three sustainability logics,
it can be noted that the priority attributed to the economic sustainability logic in
period 1 diminished over the years, with the raise in importance of the environmental
sustainability logic as co-driver of E.ON’s investment decisions.
5.4.3. Period 3 (late 2014-ongoing)
5.4.3.1. External environment
In the period started in late 2014 the transformation of the electricity sector, or
“revolution of the energy world” in the words of E.ON (2015a), has continued in the
direction traced in the previous periods. The capacity utilization of conventional plants
and wholesale power prices has continued to decrease, while renewables have kept
growing even without subsidies. Also, similarly to what was already stated in the
previous period, “how and where energy is produced, how it’s transported and used –
all of this is undergoing fundamental change” (E.ON, 2015a). Interestingly, E.ON
(2015a) posited that “these changes go far beyond that which policymakers in
Germany and elsewhere intended by the Energiewende”. According to E.ON (2015a),
the transformation of the electricity sector was not only driven by new regulations, but
also, decisively, by “technological advances and [by] the needs and desires of
customers that have been awakened by these advances”. It acknowledged that this
technological change, and in particular the rising ‘digitalization’ have given the
customer a central role in the energy system. E.ON described the creation of two
radically different “energy worlds”, driven by the transformation of the energy sector.
One world comprises “renewables, smart grids and customer-specific solutions”, which
are going to become the core of the electricity sector, while the other is “the
conventional world of large assets and systems” (E.ON, 2015a).
5.4.3.2. Strategy and strategic change
Period 3 started with a major change in E.ON’s corporate strategy, which was
implemented in the subsequent two years. As argued by E.ON (2015b), “strategic
renewal will be E.ON’s dominant theme in 2015”. Due to the ongoing environmental
transformation and in particular due to “altered global energy markets, technical
innovation, and more diverse customer expectations”, it was decided that E.ON
(2014b) would focus on “renewables, distribution networks, and customer solutions”.
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The commitment of E.ON in period 3 was concentrated in the expansion of its
renewable energy and distributed generation businesses, and the growth in the offer
of power solutions through partnerships and investment in start-ups. The other
activities that the company was engaged in until that time, i.e. “conventional
generation, global energy trading, and exploration and production businesses” (E.ON,
2014b), except nuclear energy generation, would be pooled in a new, independent
company created in 2016 and called Uniper, which would be gradually divested. While
initially it was announced that “Uniper [would] also be responsible for [the] nuclear
generation fleet]” (E.ON, 2015c), subsequently this decision was reversed. It would be
the ‘new’ E.ON which would “retain responsibility for the remaining operation and
dismantling of [the] nuclear generating capacity in Germany” (E.ON, 2015d), through
“a separate, Hanover-based operating unit called ‘Preussen Elektra’” (E.ON, 2015d).
Interestingly, in the statement announcing this new decision, the company posited
that the responsibility for nuclear plants would “not affect E.ON’s strategic
transformation” as it had “ceased to view its nuclear power business as a strategic
asset” (E.ON, 2015d).
5.4.3.3. Sustainable development logics
As before, we will also indicate key features of the three SD logics and, in subsection
5.4.2.4, their interrelationships, as far as possible for this relatively short period,
accompanied by illustrative quotes in Table 5.7.
Environmental
sustainability
logic

“Sustainability is an indispensable aspect of the future E.ON’s corporate
identity. This company will do everything it can - like accelerating
renewables growth to enhance climate protection and making grids smarter
- to promote the transformation of the energy system. […] Distributed
energy solutions will enable our customers to do their part to move toward
a low-carbon future.” (E.ON, 2015c)
Economic
“In 2016 we intend to combine our businesses in the conventional energy
sustainability
world - conventional power generation, global energy trading, and
logic
exploration and production - into a new, independent, publicly listed
company. Uniper will play an important role in ensuring supply security
during the transformation of the energy system.” (E.ON, 2015c)
Social
“Providing easily accessible information about the total cost (purchase price
sustainability
and cost of use) […] empowers consumers to take better decisions” (E.ON,
logic
2015e)
Relationships
“E.ON is acquiring a stake in the US start-up Enervee. Founded in 2012,
between SD
Enervee provides a dynamic platform on which consumers can make more
sub-logics
energy-efficient choices when it comes to household appliances, devices and
electronics. […] the Enervee Score […] is then combined with other data such
as popularity and reviews, enabling consumers to better and more easily
choose the products that are best for the home, their wallet and the
environment.” (E.ON, 2015e)
Table 5.7: Illustrative quotations related to E.ON's adoption of the SD sub-logics in period 3
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Environmental sustainability logic:
As mentioned above, period 3 started with the split of E.ON in two companies: one
gathered renewables and distributed generation (the continuation of E.ON), while the
other (Uniper) brought together the “activities in the conventional energy world” and
would be gradually separated from E.ON’s new core business (E.ON, 2015f). The
mission of the new ‘E.ON’ was described as focused on complying with the
environmental sustainability logic. Indeed, it would engage in “accelerating renewables
growth to enhance climate protection”, in developing smart grids in order to support
renewables’ growth, and in offering “distributed energy solutions [which] will enable
our customers to do their part to move toward a low carbon future” (E.ON, 2015c).
E.ON’s statements in this period associated the environmental sustainability logic with
the construction of wind plants and the supply of distributed generation and energy
efficiency solutions to business, public and private customers. Similarly to period 2, the
supply of distributed generation and energy efficiency solutions was argued by E.ON
not to reduce its own CO2 emissions but to help its customers reduce theirs. In
addition, E.ON (2015c) expressed its agreement with the European Commission and
European Parliament’s decision to reduce the number of emission allowances issued in
order “to support the price of carbon”. The environmental sustainability logic was also
adopted, although to a very limited extent, with regards to Uniper. As Uniper had coal
plants in its portfolio, a key challenge and commitment of Uniper was argued to be the
reduction of the emissions released by these plants.
Economic sustainability logic:
Despite the acknowledgement of a transformation towards an energy system based on
renewables and distributed generation, E.ON (2015b) continued to support the need
for maintaining conventional power plants in operation “for decades”, in order to
ensure the reliability of energy supply. E.ON (2015a) argued that, based on an
economic sustainability logic, “the production of fossil fuels, fossil-fueled energy
generation, the companies that operate in these industries, the knowledge and
abilities of their employees: none of that is passé”. Concurrently, E.ON emphasized
that the operation of conventional plants had become uneconomic due to the rise of
renewables. The economic sustainability argument was thus adopted by E.ON (2015a)
to call for the German government’s support to fossil-fueled power plants which would
“inevitably be necessary in the years ahead”.
E.ON contended the lasting importance of Uniper, the new company combining the
conventional energy generation businesses, based on economic sustainability reasons.
This relied on the consideration that “an energy system based entirely on renewables –
with no backup from conventional sources – will remain an utopia for a long time to
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come” (E.ON, 2015a). As argued by E.ON (2014c), Uniper would thus “play a key role in
ensuring security of supply and in providing backup for the transformation of energy
systems in Europe”.
Although E.ON also stresses the relevance of the economic sustainability logic in
period 3, it has to be noted that the statements focusing on it make reference only to
the practices of Uniper, an independent company which is bound to be separated from
E.ON in time. This might suggest that E.ON has renounced developing practices that
are associated with the economic sustainability logic.
Social sustainability logic:
The social sustainability logic is in this period associated not to E.ON power generation
practices but to the ‘solutions’ it offers to its private customers. The energy efficiency
platform in which E.ON has invested in 2015, is argued to provide information about
the energy efficiency of the products private users employ, “enabling consumers to
better and more easily choose products that are best for…their wallet” (E.ON, 2015e).
E.ON thus aims to make energy more affordable by offering services which increase
energy efficiency and not anymore by supplying electricity at lower prices.
5.4.3.4. Relationships between SD sub-logics
The equal standing of the three SD sub-logics and their concurrent adoption, which
were dominant in period 2, was lost in period 3. E.ON addresses the environmental
and economic sustainability logics separately: while E.ON’s practices are focused on
the former, Uniper’s are concentrated on fulfilling the latter.
However, an innovative relationship, which emerged gradually in period 2, seems to
have been established in period 3: E.ON associates both the environmental and social
sustainability logics with the supply of distributed generation and energy efficiency
solutions to its private customers. Its investment in an energy efficiency platform,
mentioned in the previous sections, aims to enable “consumers to better and more
easily choose products that are best for…their wallet and the environment” (E.ON,
2015e). Interestingly, in this period no association was made between nuclear energy
and any SD sub-logic. This is likely to be related to the fact that, in this period, E.ON did
not consider nuclear energy as a strategic asset anymore (E.ON, 2015d).

5.5. DISCUSSION
This study aimed to contribute insights into how firms respond to SD-related
institutional complexity during a strategic change process driven by significant shifts in
their business environment. In order to answer the research question we constructed
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the concept of SD logic, conceptualized as a compound logic composed by the
environmental, social and economic sustainability sub-logics. The SD logic concept has
been subsequently employed to explore the responses to SD-related institutional
complexity of a German electric utility, E.ON, over a period of 15 years following its
creation. In particular, we analysed whether and how E.ON addressed each SD sublogic both in terms of values and in terms of practices and what relationship, if any, the
company established between the three logics over time.
The findings of the longitudinal case study show a process of change which, in E.ON’s
case, consisted of three main stages as regards the type of response to SD-related
institutional complexity. The responses change over time in terms of both the beliefs
and values adopted and mobilized, and the practices supported and implemented, as
further discussed below. Key features are also summarized in Table 5.8, divided into
the external transformational “technological, socio-economic and regulatory changes”
(Zúñiga-Vicente and Vicente-Lorente, 2006: 486), firms’ strategic changes and their
responses to SD-related institutional complexity, as also identified in the preceding
findings section and its separate subsections. Although the stages here overlap with
the time periods, this is not a necessity (see section 5.6).
Stage 1
External
Rise of a new SD subtransformations logic and associated
new practices

Strategic
changes

Unchanged strategy
Maintain and grow
existing practices

Stage 2
Multiple unsettling
environmental changes
favourable for the growth of the
new practices and challenging
existing practices
Engagement in incremental
strategic change

Maintain, grow and, lastly,
Commit to a limited and defend existing practices
uncertain extent with
Increase investments in the new
new practices
practices
Initiate investing in other new
more ‘unconventional’ ones
Responses to
SD-related
institutional
complexity

(Officially) support
contingent associations
of practices with
multiple SD sub-logics
Dissociate new SD sublogic(s) from new
practices
Oppose existing SD
logics to new practices
Associate existing and
new SD logics with
existing practices

Integrate new and existing
practices in order to fulfil all SD
logics
Transform existing practices to
make them more consistent
with the new SD logic

Stage 3
Confirmation and
strengthening of
environmental
transformation
Engagement in radical
strategic change
Business model innovation
Abandon existing practices
Focus on growth of the new
practices and of the more
unconventional ones
Compartmentalize the
activities, fulfilling the
existing SD sub-logic(s) the
company intends to
abandon, in a new,
separate, entity

Innovate by associating multiple Exit existing practices
SD sub-logics with radically new fulfilling the existing SD
sub-logic(s)
types of practices.
Diversify by prioritizing different Focus on practices fulfilling
SD sub-logics depending on the the new SD sub-logic(s)
location

Table 5.8: Key components of firm responses to SD-related institutional complexity over time
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5.5.1. First stage
Although signals of shifts are present, in particular with the rise in strength of a SD sublogic and associated practices which are both new to the industry, the repercussions
on the industry are still uncertain in a first stage. The firm’s strategy remains
substantially unchanged: it maintains as core investments those in existing practices,
which in the field are seen as inconsistent with the new SD sub-logic, with very limited
and uncertain commitment to the new practices.
This strategic behaviour finds correspondence in the firm’s responses to SD-related
institutional complexity. A type of response may be the (official) support for
contingent associations between SD logics and practices. The firm acknowledges the
need to respond to multiple SD-related values, yet it posits that the practices to
accommodate them should not be prescribed a priori by the field constituents.
Instead, firms have to be given the freedom to select practices that, depending on the
circumstances, represent the most adequate compromise between the conflicting
logics. The practices to adopt in order to fulfill the multiple conflicting SD-related
values should thus be contingent upon the circumstances. This position officially in
favour of an open-ended solution may however ‘hide’ an attempt of the company to
obtain flexibility as regards the practices to adopt and thus to be able to maintain its
existing practices.
Other responses may consist of dissociating and opposing. As it emerges from E.ON’s
case, a firm tends to not resist, at least explicitly, the SD logic’s ‘value basis’ (Lee and
Lounsbury, 2015), but rather opposes the new practices that in the institutional field
are associated with it. The firm’s responses therefore may consist of the attempt to, on
one side, dissociate the new practice from the new SD sub-logic to which it is
connected by actors in the field, and, on the other side, to position the practice as in
opposition with the values associated to the other SD logics. An additional response
may entail associating existing and new SD sub-logics with existing practices. With the
aim of maintaining the legitimacy of its existing practices the firm may attempt to
frame them as in keeping not only with the existing SD sub-logics but also, importantly,
with the new one(s).
All the responses adopted in this stage by the firm have as common purpose the
limitation of the most recent SD sub-logic’s impact and the maintenance of the
legitimacy of existing practices as compromise solution between conflicting logics. The
firm does not defy the values related to the new SD logic and adopts a rather
ambiguous approach regarding the adoption of the new practices, associated to the
new SD logic by actors in the field. This response is consistent with extant literature
which argues that incumbents tend, at least initially, to deny and ‘resist’ institutional
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change in the organizational field. According to Kraatz and Block (2008: 250), “many
organizations adapt to pluralism by trying to eliminate pluralism”. Yet, extant
institutional logics’ literature has identified with resistance a general opposition to new
logics, without making a distinction between defiance of ‘goals’ and of ‘means’. This
distinction proves particularly critical in the case of the SD logic, because openly
defying field-level SD values, like those related to environmental sustainability, risks to
be significantly detrimental for a firm’s legitimacy. As a consequence firms may focus
on limiting the diffusion of the practices associated in the field to the new SD logic.
5.5.2. Second stage
In a next stage, the environmental transformation becomes more apparent and
unsettling and multiple forces, also but not only related to the new SD sub-logic, drive
the growth of the new practices in the industry and the decline of existing ones. In this
context, the firm starts a strategic change process which consists of maintaining and
growing its existing practices and, concurrently, in investing increasingly in the new
ones. In this framework the firm may undertake a set of different responses to address
SD-related institutional complexity.
The first response consists of integrating all SD logics and all (new and existing)
practices in its activity. The firm embraces all SD values, that it argues are equally
relevant. Concurrently, the firm supports and adopts a ‘broad’ set of practices. All the
practices that are associated with the SD sub-logics, even if only with a sub-set of
them, are implemented and promoted. The firm justifies the adoption of a broad range
of practices by arguing that, since each practice is likely to be consistent with a SD logic
but to conflict with another, it allows the positive and negative effects to offset each
other. This action thus encompasses the incorporation of conflicting logics and
practices. Another response consists of transforming the firm’s existing practices which
are associated with an existing SD sub-logic but conflict with the new one, to make
them more consistent with the latter. The objective is, in the short term, to reduce the
contrast with the new SD sub-logic and, therefore to gain a higher acceptance in the
field, and in the long term, to attain a full compatibility.
A third response entails the development of innovative associations. Consistent with
the strategic change ongoing in this stage which drives the firm to adopt
‘unconventional’ practices compared to its core business, the company starts
associating multiple SD sub-logics with these new and unusual practices. These
innovative associations are particularly important as they allow the combination of SD
sub-logics that could not be reconciled in existing practices. Finally, a fourth response
consists in diversifying SD logics and associated practices by prioritizing them
depending on the field. If in one field the focus is on the existing SD sub-logic with the
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associated existing practices, in another field the new SD sub-logic and practices are
argued to be dominant.
Although, as illustrated in the literature review, the institutional logics theory
encompasses the changing nature of institutional complexity, “most empirical studies
[on institutional complexity] assume or imply that organizations enact single and
sustainable responses” (Greenwood et al., 2011: 351). This overlooks two key features
emerging from E.ON’s case. On one side, when confronted with multiple and
conflicting institutional logics, firms are likely to not adopt only a ‘single’ response.
Their response instead entails an heterogeneous set of actions to balance different
institutional logics. On the other side, a firm’s response to institutional complexity may
is likely to not be sustainable over time in particular when firms experience much
environmental turbulence. In this context, institutional complexity intersects with
external transformations and a firm’s response may not be viable due to legitimacy or
strategic reasons.
Within the literature on corporate sustainability, in the last years, together with the
acknowledgment of tensions between SD-related issues and demands, the view of the
concurrent integration of all of them has been put forward (see e.g. Hahn et al., 2015;
Scherer et al., 2013). What has not really been considered in extant research is,
however, what actions this integration encompasses. E.ON’s case shows that the
integrative approach may comprise a range of actions, which can also imply adopting
specific value-practice combinations in different fields. Also, sustainability scholars
have given limited attention to whether and to what extent a response integrating all
SD sub-logics and practices is viable for a firm both from a strategic and from a
legitimacy perspective. The strategic change trajectory may indeed encompass an
intermediary period, where both existing and new practices are adopted by the firm,
that associates them with multiple SD-related demands. This stage can last a shorter or
longer period of time, yet it is important to consider the possibility, overlooked in the
literature but signaled by E.ON’s case, that this response may not be viable in the long
term.
5.5.3. Third stage
As the external transformations’ impact reaches its peak, the firm undertakes a more
radical strategic change, where it abandons the existing practices and focuses on the
growth of new ones. This major strategic change is likely to encompass the innovation
of the firm’s business model. Concurrently to strategic changes the firm addresses SDrelated institutional complexity by abandoning the adoption of multiple SD values and
associated practices and focusing on specific ones. The adoption of a more radical
strategic change with respect to a firm’s traditional practices, leads, on one side, to the
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change of the SD sub-logic prioritized by the firm and also to a continued innovation,
which started before, of the type of the practices associated with the new dominant
SD sub-logic. More specifically, the responses adopted by the firm in this stage may be
threefold.
The first response consists of compartmentalizing SD sub-logics and associated
practices. Although it is possible for a firm to immediately abandon a set of practices
and the fulfilment of specific SD-related values, the exit can be preceded by an
intermediary stage in which the company gathers the activities, driven by the logic it
intends to abandon, in a new, separate, entity. While institutionalists have seen
(identity) compartmentalization mainly as a mere symbolic initiative (Kraatz and Block,
2008) and ‘as a form of decoupling’ (Greenwood et al., 2011), we argue that, if this
response is a step in a process of withdrawal, it acquires a substantive nature. For this
reason, a longitudinal analysis of firms’ responses to institutional complexity is
particularly relevant, in order to have a deeper understanding of the rationale related
to a certain action.
The second, key response entails exiting the SD sub-logics that were historically
considered the core driver of the firm’s action and the practices which it has
traditionally associated with these logics. This response to institutional complexity is
adopted by organizations, according to Purdy and Gray (2009: 369), when they
“abandon[..] the institutional field that they initially tried to influence to align with
another”. Here we instead posit that exit can occur also within an organizational field,
when a firm abandons not the field itself but one or more logics driving it. In particular,
when a firm acknowledges that responding simultaneously to multiple SD-related
logics risks to hinder its legitimacy and/or is not consistent with its new strategic
renewal, it may decide to cease to fulfil the logic(s) which threaten more its legitimacy
and that are more incompatible with its strategic direction.
The third response, symmetrical to the second one, is focusing, which consists in the
firm’s decision to concentrate its efforts on of the new SD sub-logic. Aiming to conform
to this SD sub-logic, the company, on one side, expands existing practices associated
with it and, on the other side, it starts adopting new practices which fulfil it.

5.6. CONCLUSIONS AND IMPLICATIONS
In the last decade, a number of industries have faced radical transformation due to
several concurrent “technological, socio-economic and regulatory changes” (ZúñigaVicente and Vicente-Lorente, 2006: 486). These shifts, very notable for the electricity
sector on which this study focused, have been intertwined with the rising relevance
and number of sustainability demands firms had to address. Thus firms have had, on
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one side, to change and adapt their strategies to the new competitive situation and,
on the other side, to address sustainability issues and concerns related to their
practices. The response to sustainability demands has often been particularly
challenging given their heterogeneity and, in some cases, conflicting features. Within
this turbulent framework firms have had to face multiple, concurrent and
heterogeneous SD-related institutional pressures, and this study aimed to help shed
more light on firms’ responses in this situation. The findings from E.ON case allowed to
develop a process model of firms’ responses to SD-related institutional complexity
during strategy change due to external transformations. In this way, our study
contributes to both the corporate sustainability and the institutional complexity
literature.
A dynamic and multifaceted view of firms’ responses to SD-related issues emerges,
which provides a different perspective both from the win-win paradigm to
sustainability that has been dominant until recently and from the integrative approach
to SD-related tensions developed in the last years. Indeed, our model suggests that a
win-win outcome between multiple sustainability issues is very difficult to attain, due
to the heterogeneity of SD-related values to fulfil and to the contestation of the
practices to be associated with each value. Also, it signals that an approach which
embraces the tensions risks may not be viable in the longer term, due to legitimacy
and/or strategic reasons. A firm thus may go through different types of responses over
time, of which an integrative response represent only a stage in the process.
The model also contributes to advancing knowledge in institutional complexity. In
particular, it indicates that firms do not always adopt a ‘single’ and ‘sustainable’
response to institutional complexity. Instead they can adopt different responses at the
same time and certain responses may be pertinent only in the short term and not
viable in the medium or longer run in the face of multiple transformations that disrupt
the structure of the industry in which they operate and the prevailing business models.
In this context, a firm’s response to institutional complexity risks to be unstable and
destined to vary over time.
In addition, our study can be considered a first empirical attempt to employ a SD logic
that has been conceptualized by integrating the corporate sustainability and
institutional logics literature. Based on its application to E.ON’s case, we argue that this
logic provides a valuable lens to explore sustainability-related tensions and dynamics
and to examine how firms respond to them. Indeed, the distinction between SDrelated beliefs and material practices and the integration of features like
independence and interdependence of sustainability allows an in-depth analysis of the
sources of tensions between sustainability issues, the specific way firms respond to
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sustainability demands and how being ‘sustainable’ can mean different things for a
firm over time.
Some policy implications can be drawn from the study. The E.ON case shows that,
based on strategic evaluations, firms can decide to abandon key responsibilities they
have towards the society and the environment. The fact that E.ON decided to assign
the key duty of security of supply to an independent company destined to be divested
present risks for the entire electricity system. It is thus necessary for policy-makers to
quickly identify and address the changes firms decide to undertake as regards their
role in the society.
Beside the contributions, our study also has limitations. First, the adoption of a single
case study design, although considered valuable and pertinent in management
literature, limits the possibility to generalize the findings. Future studies could
compare the responses of firms facing the same environmental transformations in
order to assess the use of the different approaches to SD-related institutional
complexity and their viability for different organizations.
Second, the study focused on E.ON’s point of view by collecting a range of documents
released on their corporate website. Interestingly, while in chapter 4 E.ON emerged as
a rather vocal company as regards keeping nuclear energy in Germany, this does not
emerge as strongly from the data collected in this study. One of the reasons might be
that the focus was on the press releases published on E.ON’s corporate website and
not its German website; yet the corporate website included a relevant number of press
releases focusing on Germany. Another reason may be that, while nuclear energy was
mentioned by E.ON in the documents collected, it was not always connected to SD
sub-logics, and for this reason it was not coded. We deem that future research could
address this mismatch by collecting data from more and different sources.
Third, our study focused on the relationships between SD sub-logics, overlooking the
presence of other logics with which the SD logics interact. Yet, this inter-institutional
complexity was signalled clearly by E.ON’s statements. Particularly interesting was the
use, by E.ON, of SD sub-logics, in some cases, to criticize the German or EU regulators’
interventions in the energy sector and to support a market-driven coordination, while,
in other cases, to call for the need of public support mechanisms. We thus consider
that a promising focus of future studies could consist in exploring the interaction
between the SD logic with other institutional logics among the ones identified by
Friedland and Alford (1991). In keeping with this, in chapter 6 we will explore the
interaction between the SD logics and the market and state logics.
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CHAPTER 6
INTERACTIONS BETWEEN STATE, MARKET AND
SUSTAINABLE DEVELOPMENT LOGICS: INSTITUTIONAL
COMPLEXITY IN AND ACROSS DEREGULATING
ORGANIZATIONAL FIELDS
6.1. INTRODUCTION
Since the 1980s, previously nationalized and regulated sectors have undergone a
process of progressive deregulation and privatization. In these sectors a state logic has
more or less gradually been replaced by a market logic, adopting the so-called ‘price
signal’ as sufficient for attaining a balance between supply and demand. Concurrently,
in some of these industries, e.g. the electricity sector, the relevance and the number of
sustainability concerns and objectives has increased significantly; and sustainable
development might thus be seen as an additional logic to which firms’ actions have
had to conform (see chapters 2 and 5). This has created debates among researchers
and practitioners on whether the market logic would be the most appropriate logic to
adopt for tackling these sustainable development issues or whether a return to the
state logic in deregulated sectors would be inevitable.
Extant research has given attention to the shift from state- to market-based
coordination of a sector and to its impact on firms’ behaviour (e.g. Boscheck, 1994;
Delmas et al., 2007; Jennings, 2000; Zahra et al., 2000) and performance (e.g. CuervoCazurra and Villalonga, 2000) (cf. chapter 3). In particular, a set of studies have related
deregulation to the adoption of practices consistent with sustainable development
objectives, e.g. the investments in renewables by electric utilities (Delmas et al., 2007;
Kim, 2013). Scholars have also indicated that the liberalization and deregulation
processes are often not very straightforward and have highlighted the heterogeneous
implementation of deregulation policies and their retrenchment due to pressures from
different actors (Zelner et al., 2009). Yet very limited attention has been assigned to
how the emergence or the increase in relevance of sustainable development values
and concerns has affected the relationship between the market and the state logic in
organizational fields undergoing a deregulation process.
In keeping with the call for ‘problem-driven research’ which “make[s] sense of more or
less singular historical occurrences in institutional fields” and “create[s] an
understanding of how historical shifts in economy and society have their impact on the
ground” (Davis and Marquis, 2005: 340), this chapter examines the dynamics enacted
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by the irruption of the sustainable development logic in a deregulating organizational
field. The configurations emerging from the identification of these dynamics will
provide the basis for a discussion of the interaction between state, market and
sustainable development logics in three key contexts. First we will discuss the
application of state-market-sustainable development configurations to fields where
SOEs (State-Owned Enterprises) operate. Second, we will provide insights on the
interaction between market, state and sustainable development logics in a field which
is experiencing intra-institutional complexity, due to the compound nature of
sustainable development. Third, we will discuss the application of the state-marketsustainable development configurations in the context of the relationship between
different organizational fields. In line with the core topic of this dissertation, the
European electricity sector is used as illustrative example. It exemplifies ongoing
market liberalization and integration guided by governments concurrent with an active
role for the EU in sustainability policy making globally.
The remainder of the chapter is structured as follows. The next section establishes the
nature of the organizational field and the constructs of institutional logics and
institutional complexity. Since this study considers the field as the core locus of the
interaction between the state, market and sustainable development logics, it is crucial
to illustrate how scholars have conceptualized this construct and how they have
related it to institutional logics and institutional complexity. Subsequent sections
present, respectively, the shift from the state to the market logic undergone by a
number of industries in the last decades more generally (section 6.3), and the
electricity sector specifically (6.4). Section 6.5 will illustrate and discuss the different
institutional state-market-sustainability logic configurations that may emerge in a field
undergoing a liberalization process. The sixth section (6.6) will build on this by applying
the state-market-sustainability logic configurations in specific contexts and discussing
the theoretical implications and contributions.

6.2. ORGANIZATIONAL FIELDS, INSTITUTIONAL LOGICS AND
INSTITUTIONAL COMPLEXITY
The organizational field is a central construct in institutional theory (Scott, 2014) and in
the last decades its conceptualization has moved away from a view of stability and
homogeneity towards an emphasis on transformation and multiplicity (Wooten and
Hoffman, 2008; Van Wijk et al., 2013). Leading scholars have proposed a number of
alternative conceptualizations of the organizational field, that broadly fall into two
main views, which are explained below. On one side, DiMaggio and Powell (1983) and
Scott’s (1995) definitions of fields have emphasized collective rationality and the
presence of shared meanings among constituents. In particular, DiMaggio and Powell
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(1983: 148) stressed both the structure of the organizational field and the interactions
between its constituents, by defining an organizational field as “those organizations
that, in the aggregate, constitute a recognized area of institutional life: key suppliers,
resource and product consumers, regulatory agencies, and other organizations that
produce similar service or products”. Scott (1995: 56), conceptualizing the
organizational field as “a community of organizations that partakes of a common
meaning system and whose participants interact more frequently and fatefully with
one another than with actors outside the field”, highlighted the presence of shared
meanings and therefore institutional and ‘cultural connections’ between the fields’
constituents (cf. Scott, 2014).
On the other side, a number of scholars have noted that organizational fields often
encompass contestation and change (Wooten and Hoffman, 2008) and have
underlined the need to investigate the heterogeneity and the negotiation processes
unfolding from differences in interests. They likewise conceptualized the
organizational field as ‘a field of struggles’ (Bourdieu and Wacquant, 1992; Wooten
and Hoffman, 2008), an ‘arena of power relations’ (Brint and Karabel, 1991), the
‘center of debates (…) [between] competing interests’ (Hoffman, 1999), and stated
that the “appreciation of heterogeneity and the relative incoherence of fields is
crucial” (Schneiberg and Clemens, 2006: 210).
While these perspectives on fields have mainly been seen in opposition, Zietsma and
Lawrence (2010: 214) argued for a possible reconciliation, stating that fields can be
“sequentially and simultaneously a community of shared meaning and an arena of
conflict”. This, according to Zietsma and Lawrence (2010: 214), occurs when the
boundaries of a field become blurred and fields are likely to undergo “shifts from
stability to change and back”. Given these transformations faced by organizational
fields, they represent a particularly valuable focus in the study of today’s social and
economic changes (Davis and Marquis, 2005; Scott, 2014).
Among the key components of organizational fields identified by Scott (2014),
institutional logics are particularly relevant as a lens for investigating complexity within
fields. Indeed, extant literature (e.g. Dunn and Jones, 2010; Marquis and Lounsbury,
2007; Reay and Hinings, 2009) has adopted the construct of institutional logics to
explore conflicts and change within organizational fields. Thornton and Ocasio (1999:
804), drawing on Friedland and Alford (1991), conceptualized institutional logics as
“the socially constructed, historical patterns of material practices, assumptions, values,
beliefs, and rules by which individuals produce and reproduce their material
subsistence, organize time and space, and provide meaning to their social reality”.
Thornton et al. (2012) argued that institutional logics are connected to different
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societal-level institutional orders, i.e. the state, the market, the professions, the
community, the corporation, the family and religion. Each of the orders identified by
Thornton et al. (2012) has “its overarching ‘logics’, or ‘master rules’ that prescribe or
proscribe social – including organizational – behaviour” (Greenwood et al., 2014:
1214). Institutional logics thus shape the actions of the constituents of an
organizational field (Marquis and Lounsbury, 2007), they influence the features
organizations focus their attention on and the practices they adopt to tackle them
(Sine and David, 2003; Thornton and Ocasio, 1999). Also, importantly, as stated by
Thornton et al. (2012: 17), institutional level logics are “subject to field-level change
processes that generate distinct instantiations of societal-level institutional logics”.
This means that a societal-level institutional order (e.g. the state) can be interpreted
and ‘operationalized’ in different ways across fields, depending on the dynamics and
interactions between actors at the level of the field.
A key focus of the literature on institutional logics has been the process of
‘replacement’ (Dunn and Jones, 2010) of an existing dominant logic with a new one
(e.g. Lounsbury 2002; Thornton, 2002; Thornton and Ocasio, 1999). However,
consistent with the view of organizational fields as heterogeneous (Schneiberg and
Clemens, 2006), scholars have also shown that “although a new dominant logic may
arise as part of a change process, the previously dominant logic will continue to be an
important factor in the field” (Reay and Hinings, 2005: 377) or, at least, it will still be
adopted by some field constituents. As actors are ‘carriers of logics’ (Almandoz, 2014),
a field with diverse actors may lead to multiple institutional logics coexisting and
confronting each other over a prolonged period of time, creating a condition of
‘institutional complexity’ (Greenwood et al., 2010). In addition, the relative degree of
relevance of each institutional logic in a field is not permanent, but changes, making
institutional complexity “unfold, unravel and re-form[…]” (Greenwood et al., 2011:
319). This may mean that a once dominant logic, which had been relegated to a
marginal position, may be adopted by certain actors and regain strength, due to the
occurrence of ‘field-configuring events’ (Hardy and Maguire, 2010).
Recent research on institutional complexity has emphasized the coexistence of
multiple institutional logics within organizational fields (e.g. Dunn and Jones, 2010;
Greenwood et al., 2010; Marquis and Lounsbury, 2007; Purdy and Gray, 2009; Reay
and Hinings, 2005, 2009) and the interaction and mutual influence between
institutional logics (e.g. D’Aunno et al., 1991; Greenwood et al., 2010; Reay and
Hinings, 2005). The literature has identified two types of institutional complexity, i.e.
inter-institutional complexity and intra-institutional complexity (Meyer and Hollerer,
2014). Inter-institutional complexity designates the ‘complexity, contradictions and
complementarities’ (Meyer and Hollerer, 2014) deriving from the coexistence of logics
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which belong to different ‘societal level institutional orders’ (Greenwood et al., 2014),
e.g. market and profession. Intra-institutional complexity instead arises from the
concurrent presence of heterogeneous logics within the same societal level institution,
e.g. the coexistence of and conflict between two professional logics.
Despite the increasing interest in these two forms of complexity, the focus has mainly
been on the relationship between two institutional logics belonging to different (e.g.
Reay and Hinings, 2005) or the same (e.g. Falcounbridge and Muzio, 2016) societal
level institutions, with scant attention paid to complexity arising from the intervention
of a third logic (Greenwood et al., 2011). Yet, to diminish the risk that “the extent of
complexity experienced [is] underestimated or misinterpreted” (Greenwood et al.,
2011: 332), the integration of more than two logics is particularly needed (cf.
Greenwood et al., 2010; Lee and Lounsbury, 2015). In addition, extant studies adopting
the construct of institutional logics have largely analysed ‘the diffusion of the market
logic’ (Scott, 2014) in different contexts, from the publishing industry (Thornton and
Ocasio, 1999), to orchestras (Glynn and Lounsbury, 2005), and health care (Reay and
Hinings, 2005). As argued by Greenwood et al. (2010: 521), however, this left
nonmarket institutions and logics as an underexplored topic that deserves greater
research attention.
The relevance of a more comprehensive exploration of institutional complexity is also
justified by the fact that, as illustrated in detail in the next sections, often the shift to a
market logic is not permanent or completed and the persistence of other logics, in
particular those of the state, can play a crucial role in a field.

6.3. DEREGULATION AND PRIVATIZATION: FROM THE STATE TO THE
MARKET LOGIC
Among the institutional orders identified by Thornton et al. (2012), the relationship
between the market and the state is particularly relevant, as it “has profoundly shaped
the course of modern history” (Gilpin, 1987: 11). Lee and Lounsbury (2015: 852)
posited that “the central logic of the state has to do with the regulation of individual
and organizational activities using a command-and-control framework based on law
and bureaucratic hierarchy”. However, in keeping with Ring et al. (2005), we argue that
not only command-and-control, i.e. the ‘regulation’ of economic activity, is inherent in
the state logic, but that the state can also play a ‘fostering’ role, i.e. through ‘support
mechanisms’ targeting specific practices (Wood and Wright, 2015). We posit that the
state logic implies the legitimation of government intervention to regulate and/or to
promote specific economic activities, by drawing on the literature on the debate
“between the free market and government interventionism” (e.g. Mahmood and
Rufin, 2005: 338) as the drivers of economic growth. As illustrated in section 6.2, the
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state logic may be instantiated differently across fields: while in one field a commandand-control approach may prevail, in another field the state logic may reveal itself
mainly in the adoption of a fostering role. The market logic, instead, is “underpinned
by the ideology of neoliberalism” (Lee and Lounsbury, 2015: 854) and relies on price
signals. As stated by Gilpin (1987: 11), “for the market, the elimination of all political
and other obstacles to the operation of the price mechanism is imperative”.
Until the 1980s, state ownership and economic regulation was the norm for a set of
sectors, such as gas, electricity, water, and railways. The main reasons were the
existence of a natural monopoly (Sine and David, 2003) and the attainment of
‘distributional objectives’ (Henisz and Zelner, 2005), efficiency and cost reduction
(Delmas and Tokat, 2005). The 1970 and 1980s were featured by a crisis of the statedominated coordination of these sectors, paving the way for its replacement with the
market logic (Zelner et al., 2009), the so-called ‘marketization’ process (Davis and
Marquis, 2005; Wood and Wright, 2015). A key driver was the ‘global’ diffusion of
neoliberal views, which led governments to increasingly adopt “reforms that
‘celebrated market mechanisms and challenged the efficacy of government action’
(Lee and Strang, 2006: 891)” (Zelner et al., 2009: 382). The inefficiencies and failures of
the nationalized and regulated firms (Sine and Lee, 2003; Henisz and Zelner, 2005),
that came to light in the same years, fostered the belief in and the adoption of a shift
to market-based coordination.
While this process could seem similar to the ones studied by extant literature and
consisting of the replacement of an existing dominant logic with a new one, three main
features make it considerably more complex from an institutional logics’ perspective.
First, the shift from the state to the market logic has been uneven across
organizational fields. While in some organizational fields the neoliberal prescriptions
have been fully and rapidly embraced, in others the shift from the state to the market
logic has been more limited or gradual (Bohne, 2011; Eurostat, 2012; Zelner et al.,
2009).
Second, as illustrated by extant literature, the relationship between market and state
is dynamic. This means that “economies experience epochs of greater state
involvement interposed with epochs of market dominance” (Wood and Wright, 2015:
271), in keeping with a view of fields as encompassing both shared meanings and
conflicts (Zietsma and Lawrence, 2010). A shift from the state to the market logic is
thus not always permanent and a ‘countermovement’ (Wood and Wright, 2015) is
likely to emerge (e.g. Zelner et al., 2009). This evolving interaction also results in
heterogeneous combinations of state and market logics, e.g. the government’s
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adoption of mechanisms that, through price signals, incentivize a certain type of
investments.
Third, the establishment of the Brundtland commission in 1983 raised substantial
interest around sustainable development and the values and beliefs related to it,
which since then have gained global prominence. As discussed in more detail in
chapter 5, this drove the emergence of a third logic, i.e. the sustainable development
logic, in the organizational fields where the shift from the state to the market logic was
undertaken, and it represented an additional source of institutional influence on field
constituents.
In the next sections we will discuss how the emergence of the sustainable
development logic may impact the shift from the state to the market logic. This, as
explained in the following paragraphs, will be done using the EU electricity sector as an
illustration. Such an adoption of an illustrative empirical example(s) to support the
development of new theory is accepted in the literature as a mechanism for explaining
the central conceptual arguments, as seen in Henisz and Zelner (2005), Lawton et al.
(2009) and Sethi and Judge (2009).

6.4. THE ELECTRICITY SECTOR AS ILLUSTRATIVE CONTEXT
The electricity sector, as argued by Sine and David (2003: 188), is particularly suitable
to the “study of institutional conflict and change because the nature of the structures,
practices, and exchange relationships in the industry […] remained stable and taken for
granted” for decades, until the transformation started in the 1980s. Until the 1980s,
the electricity sector was subject to strong regulatory control, with a “conventional
market failure justification” (Boscheck, 1994: 112), reflecting the considerable and
risky long-term investments needed to ensure electricity supply. Electric utilities were
state-owned and national (e.g. in France) or subnational regional (e.g. in Germany)
monopolies.
In the last 30 years, due to a number of factors, e.g. the 1973 oil crisis (Sine and David,
2003), the inefficiencies of government ownership and/or the natural monopoly
system (Hafsi and Tian, 2005; Henisz and Zelner, 2005; Sine and David, 2003),
“governmental budget constraints” (Boscheck, 1994: 112), “innovations […] in the
transmission of electrical power” (Delmas and Tokat, 2005: 443) and/or the
Washington Consensus (Zelner et al., 2009), many national governments around the
world have started a process of deregulation and privatization of their electricity
sector.
More specifically in Europe, within the framework of the global wave of neoliberal
reforms (Zelner et al., 2009), regulators came to believe that “it is not only possible to
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introduce market economy structures in the energy sector but that such structures are
even superior” (E.ON, 2003). A liberalization and privatization process was thus
initiated, in particular imposed by EU regulators through three liberalization directives
in 1996, 2003 and 2009 (Eurostat, 2012), with support from some national leaders, e.g.
Margaret Thatcher.
Deregulation has been ‘metamorphosing’ (Delmas et al., 2007) the electricity field,
through the diffusion of norms and beliefs consistent with a market logic (e.g. Hafsi
and Tian, 2005; Tsoukas and Papoulias, 2005) and through a change in the field’s
structure and in the position of the field constituents. Management scholars (e.g.
Delmas et al., 2007; Kim, 2013; Zelner et al., 2009) have provided insights on this
‘metamorphosis’ of the electricity sector, but the focus of their studies has mainly
been on the US experience (see chapter 3).
Extant research on the US electricity sector has shown that deregulation had different
effects on incumbents, i.e. firms already operating in the field, in many cases by
“control[ing] both the generation and distribution of electricity within regional
geographic monopolies (Hirsch, 1999)” (Sine et al., 2007: 583). For example,
deregulation had an impact on US electric incumbents’ behaviour in terms of
environmental differentiation (Delmas et al., 2007; Kim, 2013), make or buy decisions
(Fabrizio, 2012), productive efficiency and governance structures (Delmas and Tokat,
2005).
Literature also shows that in the US deregulation has driven the rise of new actors, e.g.
independent power producers. In particular a new regulation, PURPA, within the
framework of the sector’s deregulation, “created a new set of opportunities for
entrepreneurs to found firms that generated electricity and sold that electricity to
established utilities for distribution (Sine and David, 2003)” (Sine et al., 2007: 584). US
policy makers considered such a rise of new entrants in the electricity field “as
essential to the transition to a deregulated future” (Russo, 2001: 61). The
transformation of the field’s structure has however been a challenge. Indeed, as
illustrated by Sine et al. (2007), after the deregulation of the US electricity sector, the
emerging independent power sector was initially “viewed with much skepticism” (Sine
et al., 2007) by prominent actors in the field.
While management scholars have provided insights on the transformation of the
sector in the US, deregulation in other regions, such as Europe, has received limited
attention. Yet, the EU electricity sector is particularly interesting because, as argued by
the major German and European electric utility E.ON, “the liberalization of the
European energy markets marked a major turning point that led to radical change”
(E.ON, 2003). Also, differently from the US, which has arguably seen the greatest shift
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from a state to a market logic, the deregulation of the EU electricity sector has been
unevenly adopted across EU members states (Eurostat, 2012), thus featuring
significant diversity in the degree of state and market logic dominance configurations.
The complexity of the EU deregulation process has also been due to the increasing role
played by sustainable development concerns in the electricity field. Until the 1990s,
sustainable development issues related to electricity were either addressed nationally,
without too much debate, as in the case of security of supply and affordability, through
state-ownership and monopoly (E.ON, 2003), or had received limited or questioned
resonance, as in the case of climate protection (Kolk and Hoffmann, 2007).
Sustainability debates were limited to specific locations, e.g. to Germany as in the case
of nuclear energy, and to specific time periods, e.g. after a price increase or a
disruption.
With the growing global concerns and interests in climate change, in particular in the
last two decades (Kolk and Hoffmann, 2007), and in combination with liberalization
and privatization, the sustainable development issues of energy security, affordability
and environmental protection became the subject of EU-wide discussions and
confrontation. Given the ongoing shift from the state- to the market-based
coordination of the sector, debates started around issues like “the role of energy and
environmental policy in competitive markets” (E.ON, 2004a).
In the next sections we will use the electricity sector to illustrate first in the
identification of different configurations of state, market and sustainable development
logics and then in the discussion of theoretical perspectives related to the application
of the configurations to different institutional contexts. As the governments and
business actors play a fundamental role in every deregulation process, the discussion
in the next sections will be focused on these field constituents.

6.5. STATE-MARKET-SUSTAINABLE DEVELOPMENT LOGIC
CONFIGURATIONS IN AN ORGANIZATIONAL FIELD
Drawing on the electricity sector as illustrative example and based on the under
explored areas of the literature on institutional logics, we posit the importance of
exploring how the ‘irruption’ of a sustainable development logic in an organizational
field affects the ongoing shift from the state to the market logic and how the field’s
constituents may respond to this institutional complexity.
Table 6.1 illustrates different ‘state-market-sustainable development logic
configurations’, i.e. different ways in which field members may address the emergence
of a sustainable development logic in a field undergoing a shift from the state to the
market logic. When a sustainable development logic emerges within a field, the
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existing logic(s) in the field can be interpreted by field members as being
complementary or conflicting with the new logic. Hence, in fields with (varying)
degrees of market and state logics, these logics can be combined in four different ways
in response to the irruption of a sustainable development logic, suggesting different
‘accommodations’ of this logic.
State logic
Complementary with
sustainable development
logic
A.

Complementary
with sustainable
development
logic

Market
logic

Conflicting with
sustainable
development
logic

Business: Institutional
agency in support of
(limited) government
intervention to enable
markets
Government: Design of
market-based mechanisms;
information and
communication initiatives
to institutionalize the
integration of market and
state logic
C.
Business: Institutional
agency to institutionalize
direct government support
for sustainable practices
and/or strict government
regulations against
unsustainable practices

Conflicting with sustainable
development logic
B.
Business: Partnerships with
NGOs; sustainable business
practices/processes;
institutional agency to
deinstitutionalize government
intervention
Government: No regulatory
intervention; information and
communication initiatives to
institutionalize the market logic
and deinstitutionalize
government intervention
D.
Business: Institutional agency
to deinstitutionalize
government intervention
Government: No intervention

Government: Design of
incentives and subsidies
supporting sustainable
practices; formulation of
regulatory measures
imposing sustainable
practices; information and
communication initiatives
to institutionalize
government intervention

Table 6.1: State-market-sustainable development logic configurations
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Our approach acknowledges that stances in favour of a ‘pure’ market or state logic are
less common than those supporting more ‘hybrid’ solutions. Indeed, as argued by
Wood and Wright (2015: 273), “many firms and other actors operat[e] in a domain
that is neither entirely state nor market and is subject to forces from both domains
(Schwartz, 2010)”. We thus include in Quadrant B and C the situations in which actors
support a solution highly reliant on the market with a minimal government role
(Quadrant B) or highly reliant on government intervention, which distorts the market
dynamics (Quadrant C).
Quadrant A
In Quadrant A, field members support or accept that the sustainable development
objectives are attained through the integration of the market and the state logic.
This position is epitomized by EU electric firms’ promotion or acknowledgment of the
need for a stronger role played by government in the sector to ensure environmental
sustainability. As argued by E.ON, when confirming the environmental impact of
electricity generation and consumption: “that’s why we accept that the government
has a special role to play in the design of the energy supply industry” (E.ON, 2004a).
However, government intervention is considered most appropriate when limited to
the development of ‘schemes’ that through price signals lead firms to choose
sustainable practices. Government’s selection of specific practices through targeted
subsidies is excluded. The European electricity industry association’s (Eurelectric)
support for a EU-wide emission trading mechanism (EU ETS), whose “purpose […] is to
send a carbon price signal that will encourage take-up of new low-carbon
technologies” (Eurelectric, 2008), is an example. According to Eurelectric (2008),
creating “a robust emissions trading mechanism” was “the best way to ensure secure
energy supply […] and achieve progress towards a low-carbon mix”.
Similarly, the European Commission has engaged in communication initiatives to
defend the choice of the EU ETS over ‘command and control measures’, i.e. direct
government intervention to reduce CO2 emissions. As posited in the EU ETS Factsheet
released by the European Commission (2013a):
“Emissions trading systems are among the most cost-effective tools for cutting
greenhouse gas emissions. […] In contrast to traditional ‘command and control’
regulation, emissions trading harnesses market forces to find the cheapest ways of
reducing emissions. […] By putting a price on carbon and thereby giving a financial
value to each tonne of emissions saved, the EU ETS has placed climate change on the
agenda of company boards across Europe […] By allowing companies to buy credits
from emission-saving projects around the world, the EU ETS also acts as a major driver
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of investment in clean technologies and low-carbon solutions, particularly in
developing countries.”
Quadrant B
In quadrant B, field constituents argue that the sustainable development logic is or has
to be fully compatible with the market logic and thus the state logic should not be
adopted to attain sustainable development objectives.
In particular, field actors associate government intervention for sustainable
development objectives with a return to a state-dominated coordination of the sector.
Referring to the potential creation of a CO2 emission trading scheme and to the
subsidies for renewables, E.ON’s CEO accused German regulators in 2003 of still
making “recourse to the ancient tools of central planning” (E.ON, 2003) and,
significantly, of “trying to create an ecologically-oriented centrally planned energy
sector” (E.ON, 2003). Instead, he strongly upheld the need to defend competition and
to rely on the market to pursue sustainable development objectives. In particular, with
regards to affordability, E.ON CEO stressed that “in the European countries that have
liberalized their markets, energy prices have fallen considerably” (E.ON, 2003).
Concerning climate change, he similarly defended a ‘market economy environment’
and a ‘competition-oriented energy policy’, positing that “the government must define
the general setting within which all energy sources can compete with each other and
the most efficient solutions can be found in the interest of environmental protection”
(E.ON, 2003).
This behaviour can be observed in the UK government’s position on energy
affordability. As argued in 2015 by Edward Davey, Secretary of State for Energy and
Climate Change, “should the regulator or the government intervene on prices? Here I
say absolutely no, with one caveat, the markets have to be competitive” (Policy
Exchange, 2015). In the same year, this was also seen in the major UK electric utilities’
strong reaction against a proposal by the candidate for the Labour Party, Ed Miliband,
to freeze electricity prices if he won the national elections.
For the actors in this quadrant, the ‘price signal’ is sufficient to ensure the attainment
of sustainable development goals and the government’s role has to be minimal,
limited to the creation of a framework that ensures competition.
Quadrant C
In quadrant C, field actors argue that the sustainable development logic is
incompatible with the market logic and thus that sustainable development objectives
can only be attained through the adoption of the state logic.
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The field constituents argue that the shift from a state-dominated to a market-based
coordination should allow an exemption for the attainment of a specific sustainable
development objective. An example is the German electric utilities’ request to the
4
German government to establish capacity mechanisms in order to ensure security of
supply, i.e. economic sustainability objectives. In particular, E.ON argued that the
capacity mechanisms were needed in the medium term, because “conventional power
plants will stay for a long time [and] supply security needs a fair market and a fair
price” (Appunn et al., 2015).
Another example is the UK government’s decision to financially support nuclear energy
in 2015, in contrast with the previous government’s stance on this issue (see chapter
4). This was explicitly acknowledged within the UK government’s communication of
the deal between a French nuclear energy firm (EDF) and a Chinese one (China General
Nuclear Corporation) to build a new nuclear plant and of the agreement on the
government’s support for this project. After having stressed that the nuclear plant
would contribute to providing “the clean, affordable and secure energy that
hardworking families and businesses across the country can rely on now and in the
future”, it declared: “nuclear power will bring energy and financial benefits to the UK.
The Government confirms that it is not continuing the ‘no public subsidy policy’ of the
previous administration” (Gov.uk, 2015b).
Quadrant D
In quadrant D, the field constituents argue that the sustainable development logic is
incompatible with both the state logic and the market logic. Government intervention
to support sustainable practices is seen as an undue distortion of the market. At the
same time, the most sustainable practices are argued to be incompatible with market
mechanisms, for example due to their high costs which make their adoption
unprofitable.
This state-market-sustainable development configuration could results in two different
positions. The first one opposes the adoption of the sustainable development logic
tout court. However, currently this type of position does not emerge in the discourses
taking place in the electricity field. This is because there is now a general consensus on
the need to make electricity generation and supply more sustainable. The debate is
thus over paths and mechanisms, typically market- and/or state-driven, to adopt for a
more sustainable energy future and not about whether this should take place. The
4

Capacity mechanisms are financial incentives granted to operators of conventional
(i.e. gas, coal, nuclear) plants. They consist in “providing a payment for reliable sources
of capacity, alongside their electricity revenues, to ensure they deliver energy when
needed” (Gov.uk, 2015a).
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second position instead excludes the attainment of sustainable development
objectives through the state or the market logic, instead favouring another
institutional logic, for example the community logic. This is exemplified in the
electricity field by the development of local cooperative solutions to electricity
production and distribution.

6.6. THEORETICAL PERSPECTIVES ON STATE-MARKET-SUSTAINABLE
DEVELOPMENT CONFIGURATIONS
The different configurations of the state-market-sustainable development logic
interactions identified in the previous section aim to provide a starting point for
advancing the understanding of the impact of sustainable development norms and
values on deregulation. We posit that this framework could be applied in particular to
the study of three key institutional contexts: (1) organizational fields in which SOEs
operate, (2) organizational fields where intra-institutional complexity related to
sustainable development unfolds and (3) organizational fields connected with or
nested within other fields.
6.6.1. SOEs, deregulation and sustainable development
As illustrated in the previous sections, the 1980s marked the beginning of a
privatization process in a large number of countries and sectors. However, full
privatization has not always been attained, despite the push towards market-based
coordination, largely because some governments still considered specific industries to
be ‘nationally strategic’ (Musacchio et al., 2015) and decided to retain a certain degree
of ownership and/or control of their key constituents (Bortolotti and Faccio, 2009;
Cuervo-Cazurra et al., 2014). As argued by Musacchio et al. (2015: 115), thus
“governments ended up as minority or majority shareholders, or as strategic partners,
in a variety of firms across multiple industries”.
While until recently management scholars adopted a rather drastic approach to state
ownership, arguing that “firms are SOEs or they are not” (Bruton et al., 2015: 95), in
the last few years a more nuanced perspective emerged, viewing “SOEs as hybrid
organizations that consist of different mixtures of private ownership and control by the
state” (Bruton et al., 2015: 97). This ‘inclusive’ conceptualization of SOEs finds a
stronger match in particular with the reality of EU SOEs, which in many cases are
‘hybrid’ organizations, i.e. they incorporate “both state and private ownership” (Bruton
et al., 2015: 97) and/or have undergone changes over time in order to fit into market
economies (Cuervo-Cazurra et al., 2014).
The typologies developed by researchers (e.g. Bruton et al., 2015; Cuervo-Cazurra et
al., 2014; Musacchio et al., 2015) to capture the different features of contemporary
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SOEs signal the variety of market and state logic combinations these enterprises can
incorporate. An example, as also indicated in chapter 4, is the EU electricity sector that
encompasses, among its major constituents, wholly state-owned companies like
Vattenfall and firms with heterogeneous degrees of state-ownership and control like
EDF, ENGIE and ENEL (Bruton et al., 2015; Musacchio et al., 2015). These SOEs have
had to adapt their organizational form to national organizational fields experiencing a
rise in competition and the entry of new and/or foreign privately owned investors as a
result of deregulation policies.
But these SOEs have also been operating in deregulating fields which faced the
irruption of sustainable development norms and values. However, as far as known, the
study of this phenomenon has not taken up by scholars thus far. We argue instead
that the adoption of the framework illustrated in section 6.5 would allow the
exploration of the implications of SOEs’ presence for the way sustainable development
is addressed in a deregulating field. We consider it particularly significant to explore
whether and how the hybrid nature of contemporary SOEs affects the market-statesustainable development logic configuration these organizations adopt in a
deregulating field. Also, since in some deregulating fields SOEs have retained a
considerable market share (e.g. EDF in France), it would be interesting to explore
whether and how the presence of SOEs in a field affects the market-state-sustainable
development logic configuration that becomes dominant in that field. This is in line
with research investigating the role of different types of constituents in ‘fieldwide
change’ (Maguire and Hardy, 2009).
In addition, in keeping with the renewed scholarly interest in state-owned
multinationals (e.g. Choudhury and Khanna, 2014; Cuervo-Cazurra et al.,2014;
Duanmu, 2014; He et al., 2016; Liang et al., 2015, using abbreviations as SMNEs or
SOMNEs) and with the international expansion of electric utility SOEs, like Vattenfall,
EDF, GDF and ENEL, a study of how state-owned multinationals affect the marketstate-sustainable development logic configuration in the host countries they operate in
would be a promising research avenue.
6.6.2. Intra-institutional complexity of sustainable development in deregulating
fields
As illustrated in chapter 5, sustainable development encompasses a set of different, in
some cases conflicting, beliefs or sub-logics, i.e. environmental, social and/or economic
sustainability. This intra-institutional complexity characterizing the sustainable
development logic is often combined with the inter-institutional complexity described
in section 6.5. Different state-market-sustainable development logics configurations
may thus prevail for different sustainable development sub-logics. Indeed, it is likely
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that the constituents of a deregulating field consider one sustainable development
sub-logic as more complementary with the state logic, while another is perceived as
more complementary with the market logic.
The combination of inter- and intra-institutional complexity is epitomized by the
statement on the electricity sector by the UK Secretary of State for Energy and Climate
Change Howard Davey in 2015:
“on decarbonisation, yes, there’s a case for intervention, I believe it’s
transitional over a 10-plus period as we move this historic, in human
history, historic change but we do need that intervention. On
electricity security I think, yes, there is a case for state intervention,
but again, it should be transitional and in terms of prices I see no
case for intervening other than promoting competition”.
Policy Exchange (2015)
Hence, according to Davey, in the UK, the environmental and the economic
sustainability sub-logics, aimed at ensuring respectively climate protection and security
of supply, were more compatible with the state logic, while he supported the stronger
association of the social sustainability sub-logic, representing energy affordability
concerns, with the market logic.
In keeping with the call for problem-driven research (Davis and Marquis, 2005), we
posit that the concurrent presence of intra- and inter-institutional complexity in
deregulating fields dealing with sustainable development (see Figure 6.1), would
deserve research in two main directions: firstly, on the emergence and coexistence of
multiple state-market-sustainable development logic configurations and, secondly, on
the interaction between these configurations and field (re-)structuration. Both will be
briefly explained below.
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Figure 6.1: Intra- and inter-institutional complexity in a deregulating organizational field

Emergence and coexistence of multiple state-market-sustainable development
configurations
In deregulating fields, different sustainable development-related concerns may arise or
intensify in given periods, often following disruptive events. For example, in the
electricity sector concerns regarding climate change increased after the Kyoto Protocol
and electricity blackouts exacerbated worries regarding security of supply.
Government and business actors may associate these different sustainable
development sub-logics with heterogeneous market-state logic combinations, leading
to the coexistence of multiple state-market-sustainable development configurations.
We thus consider it particularly relevant to study the mechanisms driving
heterogeneous and possibly conflicting market-state-sustainable development logic
configurations for different sustainable development sub-beliefs in a field. This would
allow insights on the emergence and coexistence, in the same field, of different types
of ‘collective rationality’ (DiMaggio and Powell, 1983; Scott, 2014) in relation to
different sustainable development sub-logics to be developed. For example it would
advance knowledge on the mechanisms leading to concurrently addressing economic
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sustainability objectives with the market logic and environmental sustainability
concerns with the state logic in, in this case, the electricity field.
This research would provide a contribution not only to the study of the impact of
sustainable development on deregulating fields but also in two other areas of
investigation. First, it would contribute to the growing research on ‘tensions’ in
sustainable development (e.g. Hahn et al., 2010; Hahn et al., 2015; Scherer et al., 2013;
van der Byl and Slawinski, 2015). While these studies focus mainly on the
organizational level, the research we suggest is in line with the call for having ‘fields as
unit of analysis’, which is “especially appropriate during unsetted times such as today,
when new industry segments proliferate and when the boundaries around existing
industries can shift from permeable to nonexistent” (Davis and Marquis, 2005: 337).
Second, researching intra-institutional complexity (i.e. the concurrent presence of
heterogeneous sustainable development sub-logics) and inter-institutional complexity
(i.e. market-state-sustainable development logics configurations) in deregulating fields
contributes to the institutional complexity literature. Indeed, scholars have focused on
examining either inter- or intra-institutional complexity, and scant attention has been
given to the presence of both within the same field and the resulting mechanisms that
emerge. Considering both inter- and intra-institutional complexity allows the risk of
underestimation and misinterpretation illustrated previously to be addressed.
State-market-sustainable development configurations and field (re-)structuration
Scholars highlighting the importance of fields as unit of analysis (e.g. Scott, 2014;
Sauder, 2008; Davis and Marquis, 2005) stress the need to examine not only the
ongoing institutional changes in a field but also its ‘structuration’ and ‘destructuration’
(Scott, 2014). Significantly, Scott (2014: 243) argued that he could “think of no better
single indicator for assessing change in an organizational field than tracking changes in
the number and types of organizations that operate within its boundaries”.The
examination of the ‘composition’ or ‘structure’ of a field (Davis and Marquis, 2005) is
particularly crucial in the study of fields undergoing a deregulation process, as the key
aim of deregulation is to foster the entry of new organizations and organizational
forms. As mentioned previously, the attention assigned by the literature on the
deregulation of the electricity sector (cf. chapter 3) to new entrants, e.g. independent
power producers (e.g. Sine and David, 2003; Pacheco et al., 2014; Sine et al., 2005;
Sine et al., 2007) or foreign investors (Zelner et al., 2009), confirms the relevance of
field (re-)structuration.
A very limited set of studies (e.g. Hoffmann, 1999) has explored the relationship
between institutions and field structure. As in the case of Hoffman (1999), the focus
has been on institutional change, thus on the replacement of one institution with a
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new one, and not on institutional complexity. In addition, he conceptualized the
industry as a homogeneous constituent of a field, without paying attention to the
changes undergone by industries (cf. Davis and Marquis, 2005) and the emergence of
new ‘organizational archetypes’ (Scott, 2014; Greenwood et al. 2014) and relationships
within and/or between them.
We posit instead that the study of the coevolution and the interaction between
institutional complexity, in terms of state-market-sustainable development
configurations, and field (re-)structuration would be particularly valuable. This focus
would allow, for example, the exploration of whether the dominance of the state or
the market logic to attain social, economic or environmental sustainability objectives
fostered or hindered the emergence of new organizational forms and the position of
the incumbents. Conversely it would also allow the examination of whether the entry
of new actors in a deregulating field drove an increase in the adoption of the state or
of the market logic to addressing social, economic or environmental sustainability
issues.
6.6.3. State-market-sustainable
organizational fields

development

logic

configurations

across

The literature examining institutional complexity in organizational fields has almost
exclusively focused on one field, thus overlooking the presence of institutional
complexity across fields positioned at the same (e.g. country-level) or at different
levels (e.g. country- and supranational-level). Yet this ‘multinational’ and ‘multilevel’
(Ring et al., 2005) institutional complexity, which we call ‘cross-institutional
complexity’, has played a key role in the ongoing deregulation processes in the EU in
recent decades. An example of this is the case of electricity: while on one side there
has been a push for the creation of a single European electricity market, on the other
side regulators at the country-level have maintained and defended a national
‘approach’ to liberalization and privatisation. This outcome has simultaneously been
featured by heterogeneous degrees and types of government support for renewables
in relation to environmental sustainability objectives. Misalignments have also
emerged between members states and EU regulators regarding the acceptable
degrees of state intervention for addressing economic sustainability.
The fragmentation of the institutional environment in which they operate is a crucial
issue for all firms and in particular for MNEs, due to their presence in multiple
countries. Facing multiple misaligned organizational fields can represent both a
challenge and an opportunity for firms as it may engender legitimacy challenges (cf.
Scherer et al., 2013), but it can also create the opportunity for ‘institutional arbitrage’
(Jackson and Deeg, 2008). We argue that exploring cross-institutional complexity
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through the lens of the state-market-sustainable development logics configurations,
developed in section 6.5 (see Figure 6.2), would contribute to identifying the dynamics
emerging from the institutional misalignments between deregulating fields and to
exploring the different actions adopted by firms to address them. Below we will
discuss in some more detail both multilevel and multinational institutional complexity
across organizational fields.
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Figure 6.2: State-market-sustainable development logic configurations across organizational fields

Multilevel institutional complexity: national vs. supranational fields
Ring et al. (2005) have stressed the importance of the issue of ‘fragmentation’ of
governance in organizational fields for the study of governments’ impact on firms.
Fragmented institutional environments are defined as those where “governments are
organized as relatively weak federal systems that promote decentralized decision
making” (Ring et al., 2005: 313).
Firms operating in this kind of environment are affected significantly, as they are more
likely to face dissimilar and, in some cases, contradictory rules and lack of agreement
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between ‘levels of government’ (Ring et al., 2005). Although the EU is not, at least for
the moment, a ‘federal system’, there is unequivocally a strong and mutual influence
between EU and national organizational fields. If on one side, decisions taken at EU
level are binding for member states (European Union, n.d.), on the other side, the
member states can (attempt to) influence which institutions will prevail at the EU level
(e.g. Panke, 2012).
The history of the deregulation of the EU electricity sector highlights the dominance, in
the EU organizational field, of the market logic over the state logic to address
sustainable development objectives. As mentioned previously, over the last thirty
years, EU regulators adopted three directives with the aim of deregulating nationalized
and regulated electricity sectors in the member states. The risk of a misalignment
between the state-market-sustainable development configuration prevailing at the
supranational level and those supported at national level is signalled by the 2014
release of the ‘Guidelines about State Aid for Environmental Protection and Energy
2014-2020’ and the 2015 launch of the ‘State Aid Sector Inquiry into National Capacity
Mechanisms’ by the European Commission. These initiatives show the European
Commission’s acknowledgment that at the national level a movement in favour of
government intervention for environmental and economic sustainability objectives
could emerge. They also signal its intention to prevent the dominance of the state logic
in fulfilling sustainable development, as according to the European Commission it
would distort competition and jeopardize the liberalization of the electricity sector.
Drawing on the case of the electricity sector, we argue for the need to explore the
mechanisms through which the misalignment between supranational and national
fields is addressed and the process(es) leading national and supranational
organizational fields to converge or diverge on specific state-market-sustainable
development logic configurations.
The institutional dynamics in the European electricity field also signal firms’ role in the
conflict between national and supranational state-market-sustainable development
logic configurations. A key example is E.ON’s request to the German government to
intervene in the electricity field, through capacity mechanisms, to defend economic
sustainability objectives. E.ON’s adoption of the state logic at the national level
conflicted with the configuration that was dominant at the supranational level, where
the European Commission (2013b) expressed its preference for other measures, “less
distortionary and easier to implement than market wide capacity mechanisms”. In the
German field E.ON thus promoted the adoption of a state-market-sustainable
development configuration that would diverge from the one dominant at the EU field
level.
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The example of E.ON shows that firms undergoing a deregulation process may play a
key role in the (mis-)alignment between the state-market-sustainable development
logic configurations prevailing at national and supranational levels, by working in
favour or against a convergence. We thus posit that research on multilevel institutional
complexity affecting deregulating fields should adopt the state-market-sustainable
development configurations presented in section 6.5, to explore the mechanisms firms
adopt to address the (mis-)alignment between the institutional logics’ combinations
prevailing at national and supranational levels.
Multinational institutional complexity: national vs. national fields
As indicated in chapter 4, scholars have signalled, through the development of a
number of taxonomies (e.g. Hall and Soskice, 2001), the heterogeneity in the
fundamental balance between state and market logics across countries. For example,
with regards to the EU electricity sector, differences in the liberalization process across
countries have been identified (Eurostat, 2012), showing a variation in the perception
of the role of the state and of the market between EU member states. With the
increase in the urgency of sustainable development concerns, a misalignment in the
dominant state-market-sustainable development configuration may emerge across
national fields. While one country adopts a market-based solution to address a
sustainable development issue, another country may not consider it sufficient and
instead prefer government intervention.
Heterogeneous institutional complexity across countries is particularly relevant for
MNEs, since they are present in multiple countries, and, as mentioned previously, this
can represent both a challenge and an opportunity for MNEs. On the one hand, MNEs
having to respond ‘simultaneously’ to fragmented and conflicting institutional
demands across home and host country fields face significant legitimacy challenges
(e.g. Scherer et al., 2013). On the other hand, MNEs may exploit institutional
misalignments between countries through ‘institutional arbitrage’ (Jackson and Deeg,
2008). The emergence of a misalignment may at the same time represent a potential
source of leverage for a convergence of home and host countries on a more
convenient state-market-sustainable development configuration for the MNE, in
keeping with a view of fields as “shift[ing] from stability to change and back” (Zietsma
and Lawrence, 2010: 214).
An example is the misalignment that emerged between the German and UK
organizational fields with respect to the state-market-sustainable development
configuration for attaining economic sustainability objectives. Until 2013, in both the
UK and Germany the dominant configuration with regards to economic sustainability
was the market logic, but with the approval of the Energy Act in 2013 the UK
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introduced the capacity mechanism (Gov.uk, 2013), which epitomizes the use of the
state logic to address economic sustainability concerns (see section 6.6.3). E.ON,
operating in both the UK and in Germany and supporting the adoption of the state
logic, used what had occurred in the UK to also argue for the adoption of the state
logic for economic sustainability in Germany. Significantly, during an intervention at
the Eurelectric conference in 2015, addressing the German field, the CEO of E.ON
stated that “the question is should we heal the [economic sustainability] problem
while it’s still cheap, like the British did, or do you run it down the drain and when it’s
almost broken then you interfere” (Steitz and De Clerq, 2015).
Drawing on the example of E.ON we argue that research is needed on whether and
how MNEs, operating in multiple deregulating fields address the (mis)alignment across
fields as regards the dominant state-market-sustainable development configuration,
and on understanding the the drivers of these processes.

6.7. CONCLUSION
In the last decades, a process of gradual deregulation and privatization has been
initiated in a number of sectors globally. Concurrently, a movement in favour of more
environmentally, economically and socially sustainable human activities has arisen.
This chapter explored, by drawing on the electricity sector as illustration, how the
irruption of sustainability concerns and objectives can affect the shift from the stateto market-based coordination of an industry. We have identified and illustrated a set
of state-market-sustainable development configurations which might emerge and
become dominant in an organizational field. We have then discussed how these
configurations could be employed as lenses to shed light on the dynamics taking place
in key institutional contexts.
This chapter aimed to contribute to the literature in different ways. A key objective has
been to advance knowledge on deregulation processes, by providing insights on the
consequences the irruption of sustainable development objectives may have for the
shift from state-based to market-based coordination. We identified and discussed
those that we believe are fruitful future avenues for research in this domain, by
integrating different streams of literature, e.g. the one on SOEs.
In addition, the chapter aimed to contribute to research on institutional complexity.
While scholars have mainly focused on the interaction between two logics, our work
explored the dynamics that may be enacted by the irruption of a third logic in a field
where two main logics interact. Also, we seek to spur a reflection on the complex
relationship between non-market logics and the market logic, which is not limited to
the shift from the former to the latter. Furthermore, the chapter highlighted the
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existence of both intra- and inter-institutional complexity in an organizational field,
and the need to explore the related dynamics.
We also intended to provide a contribution to organizational fields theory, on one side,
by indicating the importance of relationships and mutual influence between fields at
the same, higher or lower level and, on the other side, by signalling the need to study
the coevolution between institutional complexity and field (re)structuration. Finally,
by continuously confronting existing theory with the actual dynamics observed in the
electricity sector, we meant to respond to the call for problem-driven research made
by Davis and Marquis (2005).
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CHAPTER 7
CONCLUSIONS
Dissertation focus and contributions
The substantive chapters of this dissertation consisted of two extensive literature
reviews (chapters 2 and 3), a qualitative multiple-case study (chapter 4), a qualitative
single case study (chapter 5) and a conceptual study (chapter 6). Conceptually the
dissertation focused on exploring how firms manage sustainability-related institutional
complexity within and/or across national organizational fields, by examining the EU
electricity sector as research setting for the focal phenomenon. The dissertation has
three main objectives, which are interrelated but make different contributions. First, it
aims to contribute to institutional theory by increasing its explanatory power of
institutional complexity in general and in the context of the corporate sustainability
literature in particular. Adopting a ‘phenomenon-driven’ (Doh, 2015) and ‘problemdriven’ (Davis and Marquis, 2005) research approach and focusing on the critical
transformations, disruptive events and associated dynamics faced by electric utilities in
the last years, allowed the extent to which institutional theory ‘inform[ed] that reality’
(Doh, 2015) to be assessed and thereby advance the theory of institutional complexity
and the integration of complexity within the corporate sustainability literature.
Second, and more focused, the dissertation contributes to the research stream on the
electricity sector, institutions and sustainable development, by exploring critical
occurrences that have revolutionized it in the last years and electric utilities’ responses
to these transformations. Focusing on the EU electricity sector and on phenomena
present within and across EU countries has allowed light to be shed from perspectives
thus far not taken by extant management literature on the electricity sector and have
been underexposed in current sector-specific research. Third, this dissertation aims to
increase the understanding of phenomena of societal relevance, by focusing on an
industry that provides an essential good for today’s society, i.e. electricity, and by
examining how firms operating in this industry address multiple sustainable
development demands.
In order to attain these objectives, first the state of the art of research on sustainable
development (chapter 2) and institutions (chapter 3) of the electricity sector has been
examined. Beside providing an in-depth review of extant literature through multiple
lenses, chapters 2 and 3 identified a number of areas that deserve further
investigation. In particular, chapter 2 highlighted extant studies’ relatively narrow
focus, both in terms of the extent of sustainable development issues examined and in
terms of the timeframe considered. In order to capture the complexity faced by
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electric utilities, chapter 2 stressed the need to explore electric incumbents’ responses
to tensions between sustainable development issues over time. In addition, chapter 2
illustrated that extant research had in the main explored the relationship between the
electricity sector and sustainable development in one country, with particular
attention for the US. Despite the relevance of national idiosyncrasies in sustainabilityrelated pressures (e.g. Beelitz and Merkl-Davies, 2012; Patriotta et al., 2011; Banerjee
and Bonnefous, 2011), this dissertation has argued that the limited adoption of a
cross-country perspective to the study of electric utilities’ sustainability-related
behaviour represented an important lacuna. A similar gap was also emphasized in
chapter 3, which described the literature on institutions and the electricity sector as
mainly focusing on one country, with the US again as dominant research setting. Given
the crucial impact of national institutional arrangements on electric utilities (Bergara et
al., 1998; Holburn and Zelner, 2010), the need for cross-country research on electric
utilities was posited as also needed from an institutional perspective. Finally, both
chapters 2 and 3 stressed the importance of exploring the interactions between
market, state and sustainable development with regards to the electricity sector.
Indeed, as a whole the literature reviewed signalled the precariousness of the shift
from state-based to market-based coordination of the electricity sector and a
resurgence of state intervention, mainly in relation to sustainable development issues
(e.g. Sharrat et al., 2007). The relationship between state, market and sustainable
development had however been overlooked, thus chapters 2 and 3 emphasized the
need to explore whether and to what extent the increasing concerns about sustainable
development have affected the maintenance of market-based coordination of the
electricity sector and have relatedly driven calls for a ‘return of the state’.
Chapters 4, 5 and 6 empirically addressed the gaps identified in the literature on
institutions and sustainable development of the electricity sector, while at the same
time helping to advance the theory on institutional complexity. More specifically,
chapter 4 focused on the complexity faced by MNEs when confronted with different
(de)institutionalization processes, following a disruptive event, in multiple institutional
environments with heterogeneous market-state relationships. The study explored
whether and to what extent the institutional theory concept of isomorphism is
applicable to MNEs due to the institutional complexity in which they are embedded.
The empirical setting consisted of electric utilities involved in nuclear energy across a
set of EU countries with country-specific institutional arrangements that experienced
institutional change driven by the Fukushima nuclear disaster. The findings challenged
arguments by other scholars (e.g. Kostova et al., 2008) and suggest that isomorphism is
applicable to MNEs, yet the current ‘monolithic’ nature of the construct does not
reflect the specificities of MNEs’ behaviour. New categories of isomorphism were thus
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conceptualized to capture a MNE-specific interpretation: inter-country isomorphism,
intra-country isomorphism and isomorphic agency.
Chapter 4 provided three main sets of contributions. First, it contributed to
institutional theory, by helping to address the challenges MNEs represent for
institutional theory and integrating the institutional complexity experienced by MNEs
within one of institutional theory’s core concepts. Second, the study contributed to the
literature on the electricity sector. By adopting a cross-country perspective of the
behaviour of electric utilities, it allowed light to be shed on the behaviour of electric
utilities across multiple countries, addressing the limitations of the single-country
focus predominantly adopted by extant literature (see chapter 2 and 3). By selecting
Germany, France and the UK for the cross-country study it was possible to gain an
understanding of institutional and sustainable development-related processes in the
countries with the highest electricity generation in the EU (Eurostat, 2015). Third, the
study aimed to provide insights of societal relevance, as nuclear energy has been a
controversial energy source in the EU for at least thirty years, since the Chernobyl
nuclear disaster occurred in 1986. As several transformations have occurred in the
electricity sector in the last three decades, our study aimed to inform in particular
policy-makers of the responses of electric utilities to a contemporary nuclear disaster,
by identifying the actions these firms (were able to) put in place, and their willingness
to replace an energy source which raised increasing sustainability-related concerns
with less controversial energy technologies. By comparing the ongoing dynamics in
different EU countries we also aimed to inform policy-makers on the different
approaches they could adopt following a disaster, such as the one that occurred in
Fukushima, and on the firms’ reactions each approach may engender.
Chapter 5 focused on the sustainability-related institutional complexity faced by
electric utilities and on how they address it over time while undertaking strategic
changes to tackle radical transformations in their business environment. As a
conceptualization of the multiple sustainable development-related beliefs and values
firms face and embrace is absent in extant literature, the study firstly brought together
the corporate sustainability and the institutional logics literature to develop the
construct of a compound sustainable development logic. This logic was conceptualized
as formed by three sub-logics (environmental, social and economic sustainability),
each encompassing specific ‘beliefs’ and ‘material practices’. The chapter then
adopted the sustainable development logic concept to investigate how the German
electric utility multinational E.ON responded to sustainability-related institutional
complexity over a period of 15 years, since its foundation in 2000. The analysis of
E.ON’s responses over time allowed a three stage process model to be developed,
each featuring different types of responses to SD-related institutional complexity.
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Similarly to chapter 4, chapter 5 sought to provide three main types of contributions.
First, it contributed to research on corporate sustainability and to the literature on
institutional complexity. As regards the former, the study illustrated a dynamic and
multifaceted perspective of firms’ responses to sustainable development-related
demands, which is rather different from both the win-win paradigm to sustainability
that has been dominant until recently and the integrative approach to sustainable
development-related tensions developed recently. In particular, the perspective
emerging from our study suggests that a win-win outcome between multiple
sustainability issues is very difficult to attain, due to the heterogeneity of sustainable
development-related values to fulfil and to the contestation of the practices to be
combined with each value. Also, it indicates that embracing the tensions may not be
viable in the longer term, due to legitimacy and/or strategic motives. A firm thus may
undertake different types of responses over time, with the integrative approach being
just a temporary response. Another contribution to corporate sustainability is made
through the identification of an alternative classification of firms’ responses to
sustainable development demands. Scholars have created different categorizations of
firms’ approaches to sustainable development, among which the most renowned one,
developed by Carroll (1979) has been used in chapter 2. Carroll’s (1979) taxonomies
and its later refinements however did not manage to capture all the complexity that
emerged from E.ON’s responses to pressures for environmental, social and economic
sustainability. Chapter 5, through the identification of new categories of responses
(see table 5.8), tried to capture the core features of sustainability-related institutional
complexity in particular in terms of the distinction between ‘values’ and ‘material
practices’ and of possible combinations of multiple sub-logics. The study also aimed to
contribute to research on institutional complexity, with the findings of the E.ON case
showing that the adoption of a ‘single’ and ‘sustainable’ response to institutional
complexity is not always possible. Instead firms can adopt different actions at the same
time to address institutional complexity, and certain actions may only be appropriate
in the short term and need to be replaced by other responses in the long term. The
‘precariousness’ of responses to institutional complexity in the case of E.ON was
related to the ongoing radical transformations of the firm’s business environment.
Extant literature on institutional complexity has largely adopted a rather narrow focus,
paying limited attention to the wider context in which firms’ responses to institutional
complexity were inscribed. This may have led to an overestimation of the stability of
these responses.
Second, the study in chapter 5 contributed to the literature on the electricity sector,
institutions and sustainable development. Although sustainable development has
emerged over time as an increasingly complex and disruptive factor for electric
utilities, the literature investigating their responses to sustainable development
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demands has mostly overlooked the complexity they have experienced (see section
2.4.3). By examining E.ON’s responses to multiple sustainable development issues and
by putting them in the context of major transformations that were revolutionizing the
electricity sector, the chapter sheds light on the critical challenges electric incumbents
have been facing in the last decade. Finally, in terms of societal relevance, the E.ON
case shows that, based on strategic considerations, electric utilities may decide to
abandon key responsibilities they have towards society and the environment. The fact
that E.ON assigned the crucial duty of ensuring security of supply to an independent
company, destined to be divested, discloses risks for the entire electricity system.
Given this risk, policy-makers need to quickly identify and address the changes electric
utilities decide to undertake as regards their role in society, in particular in periods of
crisis driven by radical transformations in their business environment.
The conceptual chapter 6 explored the institutional complexity enacted by the
irruption of the sustainable development logic in a deregulating organizational field.
The focus of the study was inspired by the dynamics and transformations of
deregulation and sustainable development in the electric utility organizational field(s)
that had emerged in the previous chapters and by additional evidence collected from
media, electric utilities and government sources. The study examined the dynamics
involving the state, market and sustainable development logics in a deregulating field
and identified four main state-market-sustainable development logic configurations.
These different configurations were then employed to discuss the interactions
between state, market and sustainable development logics in three main contexts:
fields having SOEs (state-owned enterprises) among their constituents; fields
experiencing intra-institutional complexity within the sustainable development logic;
and, fields interacting with or nested within other fields.
Similarly to chapter 4 and 5, chapter 6 also provided three main types of contributions.
First, it contributed to the literature on institutional complexity. Extant literature on
institutional complexity has mainly focused on the interaction between two logics,
overlooking the presence of higher levels of complexity in a field. By exploring the
irruption of a third logic in a field where two main logics had previously interacted, the
chapter provided insights into the dynamics that involve three interacting institutional
logics interacting. Also, while extant literature has largely focused on the shift from
non-market logics to the market logic in different contexts, we tried to shed light on
more complex and dynamic relationships between these two types of logics. In
addition, the study emphasized the possibility for intra- and inter-institutional
complexity to coexist in an organizational field, and the need to explore the related
dynamics. Related to the contributions to research on institutional complexity, insights
were provided that addressed organizational fields, in particular by signalling the
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relevance of the interactions between fields at the same, higher or lower level of
analysis and of the coevolution between institutional complexity and field
(re)structuration. Second, chapter 6 contributed to the study of institutions and
sustainability in the electricity sector. While extant literature has explored the topic of
deregulation, the main focus was on the impact of deregulation, but as shown in
chapters 2 and 3, how a deregulation process could be destabilized by sustainable
development concerns was overlooked. Only limited reference to this focus was made
by the studies of Henisz and Zelner (2005) and Zelner et al. (2009), which examined the
retrenchment of deregulation. The chapter thus increased the understanding of the
shift from state- to market-based coordination and the dynamics that can unfold
through the additional need to attain sustainable development objectives.
Finally, chapter 6 aimed to develop observations which could be of societal relevance.
Although the study was conceptual, the illustrative examples helped to provide an
overview of the dynamics the EU electricity sector has been undergoing in the last
decade and of the implications sustainable development concerns may have for the
deregulation project undertaken over the last decades. In particular it highlights the
need for policy-makers in the EU member states to adopt a coherent approach, in
terms of state-market balance, in the way they deal with multiple sustainable
development objectives. Consistency both across EU member states and between
member states and the EU is particularly needed now that the transition from a
European energy community to a European Energy Union has been initiated.
Limitations and further research
While the dissertation sheds light on several relevant topics, there are many others not
covered but which represent highly promising areas for further research from both an
academic point of view and for reasons of societal relevance.
In particular, the study presented in chapter 4 focused on the relationship between
two main constituents of the electricity field, i.e. governments and business, with
particular attention on the incumbents. Yet, as illustrated in chapter 3 (see table 3.2),
other actors, such as new entrants and civil society, can also play a key role in initiating
and/or affecting institutional processes in the electricity field. We thus suggest that
future research also examines these actors as institutional agents. More specifically,
integrating the actions of new entrants and civil society actors in the
(de)institutionalization processes following the Fukushima disaster, or another
disruptive event affecting the electricity sector, would provide a deeper understanding
of these dynamics. Indeed, investigating how electric incumbents respond to not only
the government’s institutional agency, but also to that of new entrants and civil society
would allow more insights on their response(s). Integrating civil society could also be
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valuable from a cross-country comparative perspective. Indeed, comparing, for
example, the power of civil society actors and their degree of agency across national
electricity fields would allow a more detailed ‘profiling’ of country-specific institutional
configurations to be developed.
Furthermore, the concept of institutional
embeddedness in our study is based on Oliver’s (1996: 167) definition, without a
consideration of potential variance in the degree of embeddedness. The measurement
of the degree of MNEs’ institutional embeddedness in home and host countries would
allow the identification of different configurations of multiple embeddedness and
progress the study of its impact on MNEs’ institutional response across countries.
Moreover, the study presented in chapter 4 focused on three countries, i.e. the UK,
France and Germany, which have specific national institutional configurations. In order
to increase the generalizability of the findings, future research could develop a
comparison between countries with other kinds of country-specific institutional
configurations.
Chapter 5 also has some limitations, which imply fruitful avenues for future research.
First, the study examined the environmental, social and economic sustainability sublogics, but with regards to the latter two, it concentrated on single specific issues.
Specifically, it focused on the issue of security of supply within the economic
sustainability sub-logic and on the issue of energy affordability within the social
sustainability sub-logic. These issues were selected because they had been identified
as two of the three main objectives, together with environmental sustainability, of EU
energy policy (European Commission, 2014) and because in combination with
environmental sustainability they formed the ‘Energy Trilemma’ identified by the
World Energy Council (2013). The focus on beliefs and practices related to
environmental sustainability, security of supply and energy affordability allowed us to
conduct a first exploration of the sustainability-related institutional complexity faced
by electric utilities. Yet, as shown in chapter 2 (see table 2.2), electric utilities are called
to address other social and economic sustainability issues as well, that were not
examined in chapter 5. Follow-up research could explore electric utilities’ responses to
a wider range of sustainable development-related demands. This would allow the
sustainability-related institutional complexity faced by electric utilities and their
responses to be captured more comprehensively. It might help to understand how
electric utilities deal with tensions not only across sustainable development sub-logics
but also within a specific sub-logic to be examined, for example the conflict between
employment and health within the social sustainability sub-logic. Second, the study
focused mainly on E.ON’s responses to sustainability-related institutional complexity at
the corporate level, with limited attention for the firm’s responses to sustainable
development-related institutional complexity within each country in which it operated.
Yet, some findings, e.g. those indicating the prioritization of specific sustainable
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development sub-logics depending on the field, signalled the presence of interesting
cross-country dynamics deserving further investigation. The adoption of an
international business perspective with a cross-country comparison of E.ON’s
responses would add to the understanding of how the company has addressed
sustainability-related institutional complexity. It would also, more widely, provide
worthwhile insights on whether and when MNEs adopt a global vs. a local approach in
their responses to sustainability-related institutional complexity. Third, while the study
adopted an institutional logic and corporate sustainability lenses to the study of E.ON,
the strategic change adopted by the company in the last years signals its engagement
in an increasingly radical business model innovation. We thus posit that future
research could add a business model perspective to the institutional logic and
corporate sustainability lenses. This would allow to define more specifically the
strategic changes undertaken by E.ON, in terms of value proposition, value network
and revenue-cost model (Bohnsack et al., 2014) and to relate them to the firm’s
responses to sustainability-related institutional complexity.
Furthermore, it should be noted that the two empirical studies included in this
dissertation are exploratory studies, focusing on a relatively limited set of firms and
countries (chapter 4) or adopting a single case study research design (chapter 5). This
points at ample opportunity for further empirical research to test the findings
presented in chapters 4 and 5 and their generalizability to other contexts.
Finally, the study presented in chapter 6, while providing insight on how the irruption
of the sustainable development logic may affect the market-state logics relationship
in/across deregulating fields, it does so through a conceptual approach. The topics
discussed in the chapter thus deserve further investigation through empirical studies,
with the EU and/or its member states as focal setting(s). Indeed, extant literature on
institutions, sustainable development and the electricity sector adopted almost
exclusively a single-country focus, with particular attention for the US (cf. sections
2.3.3. and 3.3.3.). This has left the EU context largely unexplored, despite it
encompassing unique features as regards the market-state-sustainable development
configurations, due to differences between national organizational fields and (mis)alignments between national and the supranational fields (see section 6.6.3).
Empirical research within the EU context would be particularly valuable with regards to
three main topics.
In particular, future research could explore the adoption of state-market-sustainable
development configurations in national fields such as France or Sweden that are still
home countries and major markets of electric SOEs. This focus would allow the
implications of national SOEs’ presence for the way sustainable development is
addressed in a deregulating field to be explored. Also, in keeping with the increasing
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internationalization of SOEs and the significant interest this phenomenon has raised
among scholars, it seem very interesting to investigate how state-owned
multinationals affect the market-state-sustainable development logic configurations in
the host countries where they operate.
In addition, as illustrated in chapter 4, electric utilities are not confronted with a single
‘monolithic’ sustainable development logic, but with multiple sustainable development
sub-logics, often in conflict with each other. While in chapter 4 the focus was on
investigating empirically this type of institutional complexity, which we called ‘intrainstitutional complexity’ (see section 6.6.2), chapter 6 highlighted the interactions of
the sustainable development sub-logics with the market and the state logic in a field.
Future studies could then explore the dynamics involving the market, state and
sustainable development logics in an electric field which is experiencing intrainstitutional complexity within the sustainable development logic. In keeping with the
illustrative examples provided in section 6.6.2, a the UK electric field would be a very
suitable setting. As E.ON operates in the UK, an interesting possibility would be to
extend the study of E.ON made in chapter 5 by integrating the market and the state
logic.
Moreover, in keeping with the observations made in chapter 6, studying the statemarket-sustainable development configurations in the context of cross-field
relationships would be particularly interesting. Empirical research would be
particularly valuable for shedding light on cross-field dynamics involving the state,
market and sustainable development logics within the EU context. In particular,
empirical studies could explore the mechanisms through which electric utilities tackle
the (mis-)alignment between the EU and national fields and the process(es) leading the
national and the EU organizational fields to converge or diverge on specific statemarket-sustainable development logic configurations. Furthermore, future research
could investigate how electric MNEs, operating in multiple national fields within the
EU, address the (mis)alignment across national fields as regards the dominant statemarket-sustainable development configuration.
Finally, similarly to chapter 4, chapter 6 focused on the relationship between two main
actors in the electricity field, i.e. governments and business. Given the institutional
agency role that can be played by civil society, including the media, NGOs and
domestic audiences (see table 3.5), we posit that these field constituents need to be
taken into consideration in future studies. This might include, for example, an
examination of the state-market-sustainable development configuration(s) adopted by
civil society actors and the impact on the electricity field. Also, given the increasing
‘global reach’ of NGOs and their role in the global political economy (Teegen et al.,
2004), it would be particularly relevant to examine how NGOs deal with state-market199

sustainable development configuration(s) across national fields, how they address
local idiosyncrasies as regards the market-state relationship and whether and how
they attempt to establish a globally accepted state-market-sustainable development
configuration for specific sustainability issues.
To conclude, the electricity sector has been undergoing considerable transformations
in the last decade which are far from being concluded. The next years will feature new
stages in electric utilities’ strategic change process. The record net loss of €7 billion
reported by E.ON for the year 2015 (Andresen, 2016) signals how complex strategic
renewal is for EU electric utilities and poses dilemmas not only to their managers but
also to policy-makers, due to the importance of these companies for the electricity
system. Moreover, we will see the progresses made in the creation of the European
Energy Union, following the acceleration given by the launch of the Energy Union
Framework Strategy in February 2015. The creation of an “integrated continent-wide
energy system” (European Commission, 2015c) will drive additional transformations in
the electricity sector and thus will create new challenges and opportunities for electric
utilities, that need to be monitored. In addition, the Paris Agreement signed in
December 2015 in the framework of the 2015 United Nations Climate Change
Conference, although subject to criticisms and still to enter into force, is nevertheless
likely to put additional pressures for CO 2 emission reductions on national governments
and business actors globally. These are only some of the transformations that are
going to shape the electricity sector in the next years. This dissertation helped to shed
light on some of the major changes occurred, but we argue that research interest in
the electricity sector needs to remain high also in the future. Indeed, further
investigation of the sector is needed both to advance management theories, in
keeping with phenomenon-based and problem-driven approaches, and to help policymakers and managers tackle an increasingly more complex electricity world with
substantial economic, environmental and social implications.
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English Summary
Over the last decades the European Union (EU) electricity sector has undergone numerous
radical changes, which have been engendered largely by two key factors. On the one hand, EU
countries have increasingly adopted deregulation and privatization policies. By opening the
electricity sector to competition and eliminating or diminishing state ownership of electric
utilities, these measures have substantially reduced government intervention in this industry. On
the other hand, societal concerns about the economic, social and environmental sustainability of
electric utilities’ activities have risen. Major concerns have been related in particular to CO2
emissions released by power plants, energy affordability and security of electricity supply. These
factors have caused substantial changes in the structure of the sector, challenged core practices
and, lately, the very existence of the major European electric incumbents.
Institutions have played a key role in the transformations affecting the EU electricity sector.
Institutions are defined as the “regulative, normative and cultural-cognitive elements that,
together with associated activities and resources, provide stability and meaning to social life”.
Due to the electricity sector’s political saliency, regulative measures, such as deregulation
policies or those limiting or incentivizing certain energy sources, have had a major impact on
electric utilities. Norms and beliefs, in particular those related to acceptability of government
intervention and to the sustainability of specific energy sources, have also affected electric
utilities’ behaviour, by complementing and influencing regulative pressures. The multiple
institutional pressures electric utilities have been facing have often dictated ‘incompatible
prescriptions’. For example, electric utilities have been required, in order to be considered
sustainable, to at the same time increase the amount of electricity from renewable energy
sources, ensure a stable electricity supply and maintain low electricity prices. The World Energy
Council has referred to this challenge as the ‘Energy Trilemma’. Electric utilities also have been
confronted with debates within and across EU countries on whether sustainable development
objectives in the electricity sector should be reached through market forces or government
intervention. As a consequence, electric utilities have had to deal with different degrees of
implementation of deregulation and privatization policies across countries.
When organizations, such as electric utilities, are confronted with multiple incompatible
institutional pressures, they face ‘institutional complexity’. The numerous and divergent
institutional pressures to which the EU electricity sector is exposed make it a particularly
valuable research setting for investigating how firms manage sustainability-related institutional
complexity within and/or across national organizational fields. By answering this research
question, the dissertation aims to attain three main interrelated objectives. First, it aims to
provide a contribution to institutional theory by increasing its explanatory power of institutional
complexity in general and in the context of corporate sustainability in particular. Second, it seeks
to contribute to the research of the electricity sector, institutions and sustainable development,
by examining crucial phenomena that have revolutionized the industry in the last years and
electric firms’ responses to them. Third, it aims to shed light on a topic of societal relevance, by
examining how firms operating in an industry that provides a critical good for today’s society,
electricity, tackle multiple sustainable development issues. A more clear understanding of
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electric utilities’ behaviour will help policy-makers design measures that are more effective in
driving the electricity sector towards a more environmentally, socially and economically
sustainable future.
The dissertation comprises six chapters. The first two chapters consist of extensive reviews of
extant literature on sustainable development (chapter 2) and institutions (chapter 3) in the
electricity sector. They are followed by two empirical studies, included in chapter 4 and 5, and a
conceptual study, presented in chapter 6.
Chapter 2 presents and discusses the key features of management research exploring
sustainable development in the electricity sector. The literature review is conducted by adopting
three main lenses. First, since the attainment of sustainable development requires the fulfilment
of three principles (i.e. environmental sustainability, social sustainability and economic
sustainability), the types of sustainable development issues examined by extant literature have
been assessed. This has shown the multifaceted nature of the sustainable development
challenge experienced by electric utilities. At the same time, it has also revealed the limited
attention assigned, by scholars, to the relationships and tensions between different
sustainability issues. Second, as the electricity sector has faced the emergence of novel, greener
technologies, subsectors and power producers, the literature adopting an industry emergence or
a technological system perspective to the analysis of the electricity sector’s sustainability has
been examined. Third, since electricity incumbents are the most affected by pressures for more
sustainable practices, the literature focusing on their responses to sustainable development
demands has been examined, by identifying the range of responses and their drivers illustrated
in the studies. Extant research depicts a wide array of responses adopted by incumbent electric
utilities, from reactive, through defensive and accommodative, to proactive. Among the factors
driving these different responses, market-based coordination or deregulation emerges as a
significant but also contentious force, engendering alternatively more or less sustainable
behaviours. Although extant literature has provided valuable insights on sustainability in the
electricity sector, the chapter identifies three relevant underexplored research topics, which are
addressed in chapters 4, 5 and 6. These are: a cross-country perspective to electric incumbents’
responses to sustainable development challenges, the evolution of electric incumbents’
responses to tensions between sustainable development issues and, finally, the nexus of market,
state and sustainable development. As these topics represent critical phenomena that emerged
in the electricity sector over the last decade, investigating them is necessary to have a
comprehensive understanding of this industry.
Chapter 3 reviews the literature focusing on the electricity sector and institutions, by adopting
three main lenses. First, the institutional agents, i.e. the actors engaged in creating, maintaining
or disrupting the institutions targeting the electricity sector, are analysed by examining their
goals and the type of ‘agency’, i.e. the actions adopted to influence institutions. Government’s
agency with regards to deregulation and sustainable development has raised particular
attention in extant research. The second lens, consisting of the ‘institutional consequences’,
highlights the impact, on incumbents and new entrants in the electricity sector, of three main
types of institutions: deregulation, sustainability-related institutional pressures and national
institutional arrangements. The third lens, focusing on the ‘institutional processes’ (Scott, 2014),
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shows that those involving the relationship between state- and market-based coordination, the
institutionalization of new sectors and sustainable development-related (de)institutionalization
have raised the most scholarly attention. The literature reviewed illustrates the critical role
played by institutions and institutional change in the electricity sector, however it has left two
relevant topics unexplored. These research topics, which are addressed in the following chapters
are: the impact of cross-national institutional heterogeneity and the interaction between the
three institutions of state, market and sustainable development.
Chapter 4, the first empirical study of the dissertation, addresses the gaps identified in the
literature reviews while, at the same time, providing insights into multinational firms’ (MNEs)
responses to the institutional complexity faced across countries. The focus is on a key construct
of institutional theory, isomorphism, which indicates the process by which organizations adopt
behaviours or structures that ‘resemble’ the ones of other organizations operating in the same
institutional environment. Scholars have posited that isomorphism cannot be applied to MNEs
because, on one side, they operate in multiple institutional environments, i.e. in multiple
countries, and, on the other side, they tend to actively engage in changing institutions instead of
passively adapting to them. The challenge posed by MNEs to isomorphism is particularly critical
during processes of institutional change i.e. during processes of change of regulations, norms,
values or beliefs related to a practice. These changes are often triggered by disruptive events,
such as political happenings or disasters. This chapter thus explores the responses of MNEs,
embedded in multiple institutional environments, to institutional change after a disruptive event
and examines how this challenges the concept of isomorphism. This question is addressed
through a multiple case study design. The focal MNEs are German and French nuclear energy
companies operating both in the home country and in a shared host country, the UK. In 2011,
these companies faced a global disruptive event, the Fukushima nuclear disaster, which
engendered different reactions, with regards to nuclear energy, in France, Germany and the UK.
The study thus examines the responses of these focal companies to different institutional
change processes, related to nuclear energy, enacted in the home and host country before and
after the 2011 Fukushima nuclear disaster. The findings signal the limits of the current
‘monolithic’ conceptualization of isomorphism, which focuses on processes of passive
adaptation within one institutional environment. The study suggests new categories of
isomorphism, i.e. inter-country isomorphism, intra-country isomorphism and isomorphic agency,
which incorporate the institutional complexity MNEs experience and MNEs’ active agency. The
study also contributes to research on institutions and the electricity sector, by providing insights
on the impact of national institutional configurations’ heterogeneity on electric MNEs. In
addition, by examining countries with different beliefs and norms about nuclear energy’s
sustainability, it sheds light on how electric firms manage the misalignment of sustainabilityrelated institutional pressures across countries. The study also signals other relevant
phenomena which are explored extensively in chapter 5 and 6.
Chapter 5 presents the second empirical study of the dissertation. This research is inspired by
the previous chapters, which have shown that electric utilities face multiple, and often
conflicting, sustainable development-related demands and are confronted with critical
institutional processes related to the framing of different energy sources, such as renewable
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energies or nuclear power, as economically, socially and/or environmentally (un)sustainable.
Extant theoretical frameworks and constructs can only to a limited extent capture these
phenomena. Indeed, despite the rising scholarly interest in firms’ responses to numerous,
incompatible sustainability-related demands, limited attention has been given to the
conceptualization of the multiple sustainable development beliefs and related practices firms
face and adopt. In addition, extant research has overlooked the dynamics related to firms’
adoption of these different sustainable development principles during strategic change
processes, driven by transformations in the business environment. The study thus firstly
integrates the corporate sustainability and the institutional logics literature, by conceptualizing a
compound and multifaceted sustainable development logic both in terms of ‘beliefs’ and
‘material practices’ (Thornton and Ocasio, 1999). The sustainable development logic is
constructed as composed of three sub-logics i.e. the environmental, social and economic
sustainability logics. Then the sustainable development logic construct is adopted to investigate
how firms respond to sustainability-related institutional complexity during a strategic change
process engendered by transformations in the business environment. This question is
investigated through a single case study research design, examining longitudinally the German
electric utility multinational E.ON over 15 years from the date of its foundation. The study
analyses whether and how E.ON addressed each sustainable development sub-logic both in
terms of values and in terms of practices and what relationship, if any, the company established
between the three logics over time. The findings from the E.ON case allow a process model to be
developed that is composed of three main stages, each comprising a different type of response
to sustainable development-related institutional complexity. These findings, by exploring the
core features of sustainability-related institutional complexity in terms of values and practices,
and by showing that the adoption of a ‘single’ and ‘sustainable’ response to institutional
complexity is not always possible, help to provide a contribution to research on institutional
complexity. The study contributes also to the literature on the electricity sector, institutions and
sustainable development, by providing insights on the complexity electric utilities have been
experiencing when called to respond to multiple and divergent sustainability-related demands.
Finally, in terms of societal relevance, the study shows that, based on strategic evaluations,
electric utilities may decide to abandon key responsibilities they have towards society and the
environment. It thus signals the need for policy-makers to rapidly identify and address the
changes electric utilities decide to undertake as regards their role in the society.
Chapter 6 consists of a conceptual study which draws from relevant dynamics regarding
deregulation and sustainable development emerging in the previous chapters and from
additional evidence. The previous chapters have signalled that, although in the last decade the
EU electricity sector has been undergoing a deregulation and privatization process, the statemarket relationship still presents a high degree of complexity both within and across EU member
countries, in particular due to the rise of sustainable development-related concerns. Debates
have arisen on whether a deregulated electricity sector would be able to address sustainability
issues or, instead, government intervention would be needed. These phenomena in the EU
electric field have been used as an illustration to investigate, more widely, the complexity
engendered by the irruption of the sustainable development logic in a deregulating
organizational field and the processes unfolding from this. Four main state-market-sustainable
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development logic configurations have emerged, which have provided the basis for a discussion
of the interaction between state, market and sustainable development logics in three key
contexts. First, the state-market-sustainable development configurations have been discussed
with regards to fields where state-owned enterprises operate. Second, the interactions between
market, state and sustainable development logics have been examined in a field which is
experiencing intra-institutional complexity, due to the compound nature of sustainable
development. Third, the state-market-sustainable development configurations have been
discussed in the context of the relationship between different organizational fields. This study
advances research on institutional complexity by developing insights on complex and dynamic
relationships between market and non-market logics within and across organizational fields. The
chapter also contributes to the study of institutions and sustainability in the electricity sector. It
sheds light on how a deregulation process may be destabilized by sustainable development
concerns as well as on the dynamics unfolding, in a deregulating field, from the need to attain
sustainable development objectives. Finally, as regards societal relevance, the study highlights
the need for policy-makers in the EU member states to adopt a coherent approach, in terms of
state-market balance, in the way they address multiple sustainable development objectives.
Chapter 7 presents the conclusions of this dissertation. It provides an overview of the
dissertation and of its main contributions to institutional theory, to the study of the electricity
sector and in terms of societal relevance. It also discusses the limitations of the dissertation and
the areas that are deemed highly promising for future research both from an academic
perspective and for reasons of societal relevance.
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Nederlandse Samenvatting
Institutionele complexiteit en duurzame ontwikkeling in de Europese (EU) elektriciteitssector
In de afgelopen decennia heeft de elektriciteitssector van de Europese Unie (EU) tal van
ingrijpende veranderingen ondergaan. Deze veranderingen waren grotendeels veroorzaakt door
twee kernfactoren. Aan de ene kant hebben EU landen de energiesector in toenemende mate
gedereguleerd en geprivatiseerd. Door competitie tussen bedrijven te bevorderen en
staatseigendom van energiebedrijven te verminderen, speelt de overheid nu een kleinere rol in
de energie-industrie. Aan de andere kant zijn de maatschappelijke zorgen over de economische,
sociale en ecologische duurzaamheid van de activiteiten van elektriciteitsbedrijven gegroeid. De
grootste zorgen zijn ontstaan rondom de CO2 uitstoot van energiecentrales, en de
betaalbaarheid en veiligheid van de energievoorzieningen. Deze twee ontwikkelingen hebben de
structuur van de sector aanzienlijk veranderd. Niet alleen worden de kernpraktijken binnen deze
industrie in twijfel getrokken, er worden ook vraagtekens gezet bij het bestaansrecht van grote,
gevestigde Europese elektriciteitsbedrijven.
Instituties spelen een sleutelrol in de transformaties die de elektriciteitssector in de EU heeft
ondergaan. Instituties worden gedefinieerd als de "regulerende, normatieve en culturelecognitieve elementen die, samen met de bijbehorende activiteiten en middelen, stabiliteit en
betekenis geven aan het maatschappelijk leven". Omdat de elektriciteitssector van groot politiek
belang is, hebben regulerende maatregelen een grote impact gehad op elektriciteitsbedrijven.
Normen en overtuigingen, en in het bijzonder die met betrekking tot de aanvaardbaarheid van
overheidsinterventie en tot de duurzaamheid van specifieke energiebronnen, beïnvloeden de
regulatieve druk en daarmee ook het gedrag van elektriciteitsbedrijven. Verschillende
institutionele invloeden schrijven vaak “onverenigbare eisen voor”. Om duurzaam te zijn,
moeten energievoorzieningen bijvoorbeeld tegelijkertijd meer gebruik maken van hernieuwbare
energie, een stabiele stroomvoorziening genereren, én de lage energieprijzen handhaven. Deze
uitdaging werd door de World Energy Council het ‘Energy Trilemma’ genoemd. Daarnaast wordt
de sector geconfronteerd met debatten binnen en tussen EU staten over de vraag of een
duurzame energiesector bereikt kan worden middels marktwerking of overheidsinterventie. Als
gevolg hiervan heeft de energie sector te maken met verschillende vormen van deregulatie en
privatisering in de verschillende EU landen.
Wanneer organisaties, zoals Europese elektriciteitsbedrijven, geconfronteerd worden met
verschillende, onverenigbare institutionele eisen, hebben ze te maken met ‘institutionele
complexiteit’. De vele en uiteenlopende institutionele invloeden waaraan de elektriciteitssector
van de EU onderworpen is, maakt het een bijzonder waardevolle context om te onderzoeken
hoe bedrijven duurzaamheid-gerelateerde institutionele complexiteit managen binnen en/of
tussen verschillende nationale organisatievelden. Door het beantwoorden van deze
onderzoeksvraag, beoogt dit proefschrift drie belangrijke onderling verbonden doelstellingen te
bereiken. Het eerste doel is om bij te dragen aan de ontwikkeling van institutionele theorie door
institutionele complexiteit in het algemeen, en specifiek in het kader van duurzaam ondernemen
(‘corporate sustainability’) beter te verklaren. Ten tweede streeft dit proefschrift ernaar een
bijdrage te leveren aan onderzoek op het gebied van de elektriciteitssector, instituties en
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duurzame ontwikkeling door het bestuderen van zowel de cruciale ontwikkelingen die de sector
hebben gerevolutioneerd, als de reacties van elektriciteitsbedrijven op deze ontwikkelingen. Als
laatste geeft dit proefschrift inzicht in een onderwerp met een sterke maatschappelijke
relevantie door te onderzoeken hoe bedrijven die actief zijn in een sector die voor de
maatschappij
van
levensbelang
is,
namelijk
elektriciteit,
verschillende
duurzaamheidsvraagstukken aanpakken. Een beter begrip van het gedrag van
elektriciteitsbedrijven kan beleidsmakers helpen om de energiesector effectiever naar een
milieuvriendelijke en sociaal economisch duurzame toekomst te leiden.
Dit proefschrift bestaat uit zes hoofdstukken. De eerste twee hoofdstukken zijn uitgebreide
literatuurstudies over duurzame ontwikkeling (hoofdstuk 2) en instituties (hoofdstuk 3) in de
elektriciteitssector. Hoofdstuk 4 en 5 zijn twee empirische studies, en hoofdstuk 6 is een
conceptuele studie.
Hoofdstuk 2 presenteert en bespreekt de belangrijkste kenmerken van het management
onderzoek over duurzame ontwikkeling in de elektriciteitssector. De literatuurstudie wordt
uitgevoerd op basis van drie belangrijke invalshoeken. Ten eerste, omdat duurzame
ontwikkeling het vervullen van drie specifieke principes (ecologische-, sociale- en economische
duurzaamheid) vereist, worden de soorten duurzaamheidsvraagstukken die de bestaande
literatuur behandelt geëvalueerd. Deze evaluatie heeft aangetoond dat elektriciteitsbedrijven
geconfronteerd worden met uitdagingen van een veelzijdig karakter. Tegelijkertijd onthulde
deze evaluatie dat de relaties en spanningen tussen verschillende duurzaamheidsvraagstukken
tot noch toe weinig aandacht hebben gehad binnen de wetenschap. Ten tweede, omdat de
elektriciteitssector wordt gekenmerkt door de opkomst van nieuwe, groenere technologieën,
sub-sectoren en elektriciteitsproducenten, is ook naar literatuur gekeken die een industriële
groei of technologisch-systeem perspectief bieden op de analyse van de duurzaamheid van de
elektriciteitssector. Ten derde, omdat gevestigde elektriciteitsbedrijven het meest onder druk
staan om hun praktijken duurzamer te maken, is de literatuur die de reacties van deze bedrijven
bestudeert ook meegenomen in de literatuurstudie. Hierin werden de verschillende soorten
reacties geïdentificeerd als ook de factoren die bedrijven ertoe heeft aangezet op een bepaalde
manier te reageren. Bestaand onderzoek illustreert een breed scala aan reacties van gevestigde
elektriciteitsbedrijven, van reactief, tot defensief en faciliterend, tot proactief. Marktcoördinatie
van de elektriciteitssector en deregulering komen naar voren als belangrijke, maar ook
omstreden factoren die meer of minder duurzaam gedrag stimuleren. Hoewel de bestaande
literatuur waardevolle inzichten heeft geopenbaard over duurzaamheid in de
elektriciteitssector,
identificeert
dit
hoofdstuk
drie
belangrijke,
onderbelichte
onderzoeksthema's die in de hoofdstukken 4, 5 en 6 worden behandeld. Deze
onderzoeksthema’s zijn: een internationaal perspectief op de reacties van gevestigde
elektriciteitsbedrijven op duurzame ontwikkelingsuitdagingen, de evolutie van reacties van
gevestigde elektriciteitsbedrijven op de spanningen binnen duurzame ontwikkeling en ten slotte,
de verbinding tussen de markt, de staat en duurzame ontwikkeling. Aangezien deze
onderwerpen te maken hebben met kritische ontwikkeling die in de afgelopen decennia hebben
plaatsgevonden, is het onderzoeken ervan nodig om een breedvoerig begrip te krijgen van de
industrie.
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Hoofdstuk 3 bespreekt de literatuur over de elektriciteitssector en instituties door middel van
drie belangrijke invalshoeken. Ten eerste, op basis van ‘institutionele agenten’. Dit zijn
individuen die zich bezighouden met het creëren, handhaven of het verstoren van de instituties
in de elektriciteitssector. De doelen van deze agenten en de type agentschappen worden in dit
hoofdstuk geanalyseerd. Volgens bestaande literatuur is agentschap van overheden door middel
van deregulering en duurzame ontwikkeling bijzonder relevant. De tweede invalshoek gaat over
'institutionele gevolgen’ (Scott, 2014), en benadrukt de impact van drie belangrijkste soorten
instituties: deregulering, duurzaamheid-gerelateerde institutionele druk, en nationale
institutionele arrangementen, op met name de gevestigde bedrijven en nieuwkomers in de
elektriciteitssector. De derde invalshoek focust zich op ‘institutionele processen' (Scott, 2014).
Hieruit blijkt dat processen die te maken hebben met de relatie tussen staat- en
markcoördinatie, de institutionalisering van nieuwe sectoren, en duurzame ontwikkelinggerelateerde (de)institutionalisering het meest onderzocht zijn door wetenschappers. De
literatuurstudie illustreert de cruciale rol van instituties en institutionele veranderingen in de
elektriciteitssector, maar twee belangrijke onderwerpen blijken nog niet voldoende bestudeerd
te zijn. Deze onderwerpen worden in de volgende hoofdstukken behandeld en zijn: de impact
van internationale institutionele heterogeniteit, en de interactie tussen de drie instituties; de
staat, de markt en duurzame ontwikkeling.
Hoofdstuk 4, het eerste empirische hoofdstuk van dit proefschrift, behandeld de onderbelichte
onderzoeksthema’s die geïdentificeerd zijn in de eerdere hoofdstukken, en werpt tegelijkertijd
licht op het gedrag van Multinationale Ondernemingen (MNOs) als reactie op institutionele
complexiteit in de verschillende organisatievelden waarin zij actief zijn. De focus ligt hier op een
belangrijk construct in de institutionele theorie: isomorfisme. Dit beschrijft het proces waarbij
bedrijven gedrag of structuren van andere bedrijven in de hetzelfde institutionele omgeving
overnemen. Wetenschappers beargumenteren dat isomorfisme niet van toepassing is op MNOs
omdat zij ingebed zijn in meerdere institutionele contexten. Daardoor zijn zij juist actief in het
veranderen van instituties in plaats van zich passief te conformeren aan bestaande instituties
(Kostova et al., 2008). De uitdaging die MNOs vormen op isomorfisme is van bijzonder belang in
tijden van institutionele veranderingen welke vaak teweeg zijn gebracht door verstorende
gebeurtenissen. Dit hoofdstuk onderzoekt daarom hoe patronen in de reacties van multiingebedde MNOs op de-institutionalisering na een verstorende gebeurtenis, een uitdaging
vormen op het concept van isomorfisme. Door middel van een multi-case studie design,
bestudeert dit hoofdstuk de reacties van nucleaire energiebedrijven op verschillende deinstitutionaliseringsprocessen in Franse, Duitse en Engelse organisatievelden voor nucleaire
energie, vóór en na de Fukushima-ramp in 2011. De bevindingen onderstrepen de gebreken van
de huidige monolithische conceptualisering van isomorfisme die zich focust op processen van
passieve aanpassing binnen één institutionele omgeving. Deze studie ontwikkelt nieuwe
categorieën voor isomorfisme,zoals interlandelijke isomorfisme, intra-landelijke isomorfisme en
agent-isomorfisme. De laatste categorie benadrukt de institutionele complexiteit waarmee
MNOs en hun actieve agentschap geconfronteerd worden. Deze studie draagt ook bij aan
onderzoek over instituties en de elektriciteitssector door inzichten te bieden in de impact van de
heterogeniteit
van
nationale
institutionele
configuraties
op
multinationale
elektriciteitsbedrijven. Door landen te bestuderen die heterogene dominante opvattingen
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hebben over de duurzaamheid van nucleaire energie, werpt dit onderzoek ook licht op hoe
elektriciteitsbedrijven omgaan met de conflicterende duurzaamheid-gerelateerde institutionele
invloeden in verschillende landen. Deze studie identificeert bovendien ook andere relevante
fenomenen welke uitgebreid verder worden behandeld in hoofdstuk 5 en 6.
Hoofdstuk 5 presenteert de tweede empirische studie van dit proefschrift. Deze studie is
geïnspireerd op de voorgaande hoofdstukken die hebben laten zien dat elektriciteitsbedrijven
aan verschillende en vaak conflicterende, duurzaamheidseisen onderworpen zijn. Bovendien
worden deze bedrijven geconfronteerd met kritische institutionele uitdagingen met betrekking
tot het presenteren van de verschillende energiebronnen zoals hernieuwbare energie en
kernenergie als zijnde economisch, sociaal en/of ecologisch (on)duurzaam. Deze fenomenen
kunnen maar beperkt verklaard worden door bestaande theoretische raamwerken en
concepten. Ondanks de toenemende interesse onder wetenschappers in de manier waarop
bedrijven reageren op talrijke, onverenigbare duurzaamheidseisen is er maar weinig aandacht
geweest voor de conceptualisering van verschillende opvattingen over duurzame ontwikkeling
en bedrijfspraktijken. Bovendien heeft de bestaande literatuur ook weinig aandacht besteed aan
de dynamieken van de adoptie van verschillende duurzaamheidsprincipes door bedrijven tijdens
strategische veranderingsprocessen die gedreven zijn door transformaties in de
bedrijfsomgeving. Dit hoofdstuk integreert daarom eerst de literatuur over duurzaam
ondernemen met de literatuur over institutionele logica. Het biedt een conceptualisering van
een samengestelde en veelzijdige duurzame ontwikkelingslogica zowel in termen van
‘overtuigingen’ als ‘materiele praktijken’ (Thornton and Ocasio, 1999). De duurzame
ontwikkelingslogica bestaat uit drie sub-logica’s: de ecologische, sociale en economische
duurzaamheidslogica. Deze logicawordt vervolgens toegepast om te onderzoeken hoe bedrijven
reageren op duurzaamheid-gerelateerde institutionele complexiteit tijdens een strategische
veranderingsproces die teweeg is gebracht door transformaties in de bedrijfsomgeving. Dit
vraagstuk wordt onderzocht door middel van een case studie waarin de Duitse MNO E.ON werd
bestudeerd sinds haar oprichting, 15 jaar geleden. Deze studie analyseert of en hoe E.ON
reageerde op elk van de drie duurzame ontwikkelingssub-logica’s in termen van zowel waarden
als praktijken, en of er een relatie ontstond tussen het bedrijf en de drie sub-logica’s naarmate
de tijd verstreek De bevindingen van de E.ON case maken het mogelijk om een procesmodel te
ontwikkelen dat bestaat uit drie hoofdfases, waarin elke fase een andere type reactie laat zien
op duurzaamheid-gerelateerde institutionele complexiteit. Deze bevindingen dragen bij aan
onderzoek over institutionele complexiteit door kernfacetten binnen duurzaamheidgerelateerde institutionele complexiteit in termen van waarden en praktijken te exploreren en
aan te tonen dat het adopteren van een ‘enkele’ en ‘duurzame’ reactie op institutionele
complexiteit niet altijd mogelijk is. De studie levert tevens een contributie aan de literatuur over
de energiesector, instituties en duurzame ontwikkeling door inzicht te bieden in de complexiteit
waar energiebedrijven mee te maken hebben wanneer ze geacht worden om aan verschillende,
en afwijkende duurzaamheidseisen te moeten voldoen. Tenslotte, met het oog op
maatschappelijke relevantie, laat dit onderzoek zien dat energiebedrijven wellicht hun
verantwoordelijkheden tegenover de maatschappij en het milieu vanuit strategische
overwegingen laten varen. Dit benadrukt het belang van een snelle evaluatie en mogelijke
interventie door beleidsmakers.
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Hoofdstuk 6 is een conceptuele studie gebaseerd op relevante inzichten over deregulatie en
duurzame ontwikkeling die naar boven kwamen in de voorgaande studies en in additionele
empirische bevindingen. Uit de voorgaande hoofdstukken bleek dat ondanks de deregulering en
privatisering die in de laatste decennia heeft plaatsgevonden in de elektriciteitssector van de EU,
de relatie tussen de staat en de markt nog steeds erg complex. Deze complexiteit bestaatzowel
binnen als tussen EU lidstaten, met name vanwege het toenemende belang van duurzaamheid.
Er ontstond een debat of een gedereguleerde elektriciteitssector in staat is om
duurzaamheidsbelangen tegemoet te treden, of dat overheidsinterventie nodig is. In dit
hoofdstuk worden deze gebeurtenissen in de elektriciteitssector van de EU gebruikt als
illustratie, om in bredere zin de complexiteit en processen te bestuderen die het gevolg zijn van
het ontstaan van de duurzame ontwikkelingslogica in een deregulerende organisatieveld. In
deze studie kwamen vier belangrijke configuraties voor de staat-markt-duurzame
ontwikkelingslogica naar voren. Deze configuraties vormen een basis voor verdere discussie over
de interactie tussen staat-, markt- en duurzame ontwikkelingslogica in drie contexten. Eerst
worden de staat-markt-duurzame ontwikkelingsconfiguraties besproken met betrekking tot
organisatievelden waarin staatsbedrijven actief zijn. Daarna wordt vanwege het veelzijdige
karakter van duurzame ontwikkeling, de interactie tussen staat-, markt- en duurzame
ontwikkelingslogica bestudeerd in organisatievelden die te maken hebben met intrainstitutionele
complexiteit.
Als
laatste
worden
de
staat-markt-duurzame
ontwikkelingsconfiguraties besproken in de context van de relatie tussen verschillende
organisatievelden. Deze studie draagt bij aan onderzoek over institutionele complexiteit door
inzichten te ontwikkelen over de de complexe en dynamische relaties tussen markt en nonmarkt logica binnen en tussen organisatievelden. Dit hoofdstuk draagt ook bij aan onderzoek
naar instituties en duurzaamheid in de elektriciteitssector. Het biedt inzicht in zowel de manier
waarop deregulatieprocessen gedestabiliseerd kunnen worden door duurzame
ontwikkelingszorgen, en in de dynamieken die zich ontvouwen als gevolg van het behalen van
duurzame ontwikkelingsdoelen in een gedereguleerd organisatieveld. Tenslotte, met betrekking
tot maatschappelijke relevantie onderstreept deze studie het belang van een coherente
benadering in termen van staat-markt balans door beleidsmakers van EU-lidstaten om de
verschillende duurzame ontwikkelingsdoeleinden tegemoet te treden.
Hoofdstuk 7 is de conclusie van dit proefschrift. Hierin wordt een overzicht gegeven van dit
proefschrift en worden de belangrijkste contributies beschreven aan de institutionele theorie,
de studie van de elektriciteitssector, en de maatschappij in het algemeen. Ook worden de
beperkingen van dit proefschrift besproken. Als laatste behandelt dit hoofdstuk van zowel een
wetenschappelijk als maatschappelijk perspectief een aantal interessante en potentieel
vruchtbare richtingen voor toekomstig onderzoek.
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