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Abstract: The purpose of this paper is to establish if Marshallian and Jacobian knowledge spillovers
affect job creation in the green energy sector. Whether these two effects exist is important for the
number of jobs created in related fields and jobs pushed away in other sectors. In the analysis,
the production efficiency, in terms of jobs and job spillovers, from inventions in solar, wind and
energy efficiency, is explored through data envelopment analysis (DEA), based on the Malmquist
productivity index, and tobit regression. A panel dataset of American and European firms over the
period of 20022017 is used. The contribution to the literature is to show the role of the spillovers from
the same technology sector (Marshallian externalities), and of the spillovers from more diversified
activity (Jacobian externalities). Since previous empirical evidence concerning the innovation effects
on the production efficiency is yet weak, the paper attempts to bridge this gap. The empirical
findings suggest negative Marshallian externalities, while Jacobian externalities have no statistical
impact on the job creation process. The findings are of strategic importance for governments who are
developing industrial strategies for renewable energy.

Keywords: energy efficiency; data envelopment analysis; knowledge spillovers; patents; job creation

1. Introduction

There is an increasing interest in employment effects of the European green energy
transition [1-3]. Job development from the green energy sectors has evolved into political
priority to decrease unemployment, while at the same time safeguarding a sustainable
economic growth path [4,5]. A debate on the employment effects of green energy is
ongoing—without an answer to—what the net impact of green energy on jobs are [6-13].

While there are plenty of studies that cover the number of direct, indirect and induced
jobs from green energy, there is a clear gap when it comes to our understanding on how
the advances in green energy technologies creates new jobs in other sectors or reduces
them (see e.g., [12,14]). There are, to our knowledge, few empirical studies considering
how the knowledge spillover diffusion process affects job-creation in the green energy
sector [15,16]. Hence, a knowledge gap exists concerning employment spillover effects
green energy knowledge spillovers (in this paper solar, wind and fuel efficiency is studied,
and henceforth called green energy) [17-21].

Despite high hopes concerning employment creation, the evidence is mixed with for
example Aldieri et al. [22] who saw fewer than expected jobs from wind power installations
and Dell’Anna [23] who found large positive effects on jobs and the economy from energy
efficiency development. This paper is relevant because the technological transition process
to renewable energy is an important challenge and opportunity for employment [24]. What
is not seen is how renewable energy development affects other sectors, and the unseen
might be equally important when judging related job effects.

The purpose of this paper is to establish if Marshallian and Jacobian knowledge
spillovers affect job creation in the green energy sector. Whether these two effects exist is
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important to increase the understanding of the number of jobs created in related fields to
green energy, and jobs pushed away in other sectors, a question that is far from settled [25].
Two questions are investigated. Firstly, are there Marshallian spillovers from the green en-
ergy sector, and have the Marshallian spillovers a negative effect on job creation? Secondly,
are there Jacobian spillovers from other energy technology sectors and have they a positive
effect on job-creation?

To empirically investigate the two questions a unified framework is used, paying at-
tention to both intra-industry spillovers, Marshallian or specialised spillovers [26-28], inter-
industry spillovers and Jacobian or diversified spillovers [29]. To evaluate the technological
diversity between the firms, a Mahalanobis environmental matrix is employed [29], where
solar, wind and fuel efficiency patents are distributed across more classes of technology.
A reduced equation is estimated where the efficiency process considers the measurement
of efficiency of decision making units with reference to the potential for input-specific
increases due to the innovation activity, where the output variable is the ratio between
sales and the number of employees [30-34].

The period covered is 2002 to 2017, capturing the majority period in which global
installed capacities of green energy were constructed. Beside the USA, other European
countries are considered—United Kingdom, Denmark, Belgium, Germany, Finland, France,
Italy, the Netherlands and Sweden. The selection of the firms depend on the matching
process between Scoreboard data and patents, so any missing data can be removed [31].
The employment effects of the solar, wind and energy efficiency patents are identified as a
combination of negative job destruction effects and positive compensation forces [14-16].

The paper is structured in the following way. Section 2 presents a background liter-
ature that consist of works that discuss how technology develops and spill over to other
field, job effects of renewable energy and a background about Marshallian and Jacobian
spillovers. Section 3 explains the theoretical Framework and Econometric Modelling Strat-
egy. Section 4 describes the data. Section 5 provides the results, while Section 6 discusses
the policy implications of the findings. Section 7 reports the concluding remarks and
explains the directions for future research.

2. Background Literature

Innovation is often fashioned within a technological field, but knowledge spillovers
across technologies also occur [35-42]. Previous knowledge spillover studies concerning
wind and solar power considered effects on technological change of knowledge flows [43,44].
Assessing inter-technology effects enables us to understand unintended consequences of
policy decisions. Policy for the promotion of green energy could create employment and
development in related, and less related fields.

Thus, the exploration of the differentiated patterns among countries and sectors
in the co-evolution of environmental performances and employment could increase the
understanding of employment differences, reflecting the prevalence of complementarity or
trade-off effects between employment and environmental performances [44]. Investments
in environmental technologies might be at the basis of positive complementarities between
employment and environmental performances [45].

A key characteristic of technological change is that innovation builds upon prior
existing knowledge and the ability to absorb new knowledge [46—48]. Both the Marshallian
and Jacobian theory can be said to handle technological externalities, where advancements
and innovations in one firm enhance the productivity of the other firms [49]. The original
firm where the innovation occurred does not reap the full benefit, and hence there are
externalities. The theoretical foundations of these types of knowledge spillovers have a
long history and have been widely utilised [50-52].

Marshallian externalities as a driver of growth are influential [28,53]. However, there
are critiques against the notion that Marshallian spillovers creates growth in some geo-
graphic locations. Innovation will have robust clusters patterns [54], but the distribution of
employment from the innovation will not correspond to these clusters. Another insight
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was that innovation and production does not necessarily occur at the same location [30].
Therefore, variety and diversity are important for development, and then geographically
close industries, rather than geographical specialisation, stimulate innovation and growth.

Knowledge diffusion is important for economic growth [55-60]. Knowledge flows
within and beyond the same technology with a potential to reinforce other knowledge gen-
erating processes [54,55]. Consequently, gains in an existing technology can be transferred
to the same or different technology fields.

According to Nemet [42], the indications of inter-technology knowledge spillovers
are broad, if anecdotal. An energy sector example is when jet engines for military aircraft
provide the fundamental technology for high efficiency natural gas power plants. General
Electric’'s LM6000 50 MW gas turbine is directly descended from the TF39 high-bypass
turbo-fan engine, developed in the 1960s. The wind turbines of today are a product of
knowledge from other industries, especially marine, but also aerospace and electronics. For
example, knowledge from pipe building, magnet manufacturing and marine propulsion
was necessary for the upscaling of wind turbines.

In his seminal work, Griliches [55] identified two types of spillovers. In a pure
knowledge spillover, i.e., where the spillover is not incorporated into tradable goods, the
relevant knowledge is instead transferred between firms devoid of the knowledge recipient
directly paying the knowledge producer. There are also rent spillovers, which occur when
an improvement in physical productivity derived from a technological innovation in a
product, does not produce a price adjustment of the same magnitude.

Pure and rent knowledge spillovers can spread in two ways [29]. The first builds on a
Jacob-type externality frame where one actor 's knowledge production is a beneficial input
for the knowledge production function of other heterogeneous actors on all development
levels. Jacob-type knowledge spillovers have no or little requirement of previous research.
The second way, a Marshall-type externality is where knowledge only affects homogeneous
actors [56]. Marshall-type knowledge spillovers are useful for a firm who, to some extent,
have a degree of technological proximity and/or absorptive capacity. Depending on the
nature of knowledge spillovers, only some involved firms benefit from the new knowledge.

There are, to our knowledge, no papers concerning innovation in the solar, wind power
or energy efficiency sector where the impact of technological knowledge externalities
relative to employment effects has been identified. Aldieri and Vinci [37] analyse the
sensitivity of employment with respect to own R&D capital stock but also with respect to
the technological R&D spillovers, in high-tech and low-tech industries. They found that
the employment effect of R&D capital stock is mainly negative, and this result seems to
indicate a prevalent destruction rate of the innovation process. The employment creation
rate is not important enough or there is a hard reallocation of employment flows between
the technology sectors.

As far as the technological spillover effects are concerned, only American high-tech
firms benefited from local externalities, while the evidence that European high-tech firms
benefit mainly from external spillovers could demonstrate that American firms are more
specialised and mature. This finding could be consistent with the absorptive capacity
hypothesis postulated by Cohen and Levinthal [39], which suggests that the degree to
which firms benefit from external innovation is heavily dependent on their own investment
in research. Aldieri and Vinci [61] show that the displacement effect is higher than the
compensation effects.

As a technology develops, average observed job creation from the technology should
decline since firms and employees are expected to have some amount of “learning-by-
doing” [27,61]. A prominent example is “the Horndal effect” observed by the Swedish
economist Erik Lundberg, who studied the iron mill Horndal in Dalarna. The iron mill
did not make any significant investments in 15 years, yet production output rose two
percent annually [62]. The productivity improvement, without more production factors,
was explained by employee learning-by-doing.
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All else equal, technological improvements commonly reduce employment needed to
produce the same output. A contra-balancing force is that when production becomes more
efficient, the technology will be more feasible for new markets, which will increase demand.
A reduction of any power plant construction price should increase construction [63].

Technological change in green energy price decreases has partly led to a scaling up of
the power production facilities. Productivity improvements (leading to reduced costs) can
pave the way to more wind power construction with less resources, leading to more total
employment, even if the employment per unit of MWh is reduced [64-66].

Economies-of-scale and learning-by-doing are two factors that, theoretically, should
have a large impact on job creation. Economies-of-scale will reduce worker intensity per
unit of installed MWh the larger the project is. For learning-by-doing, consider two projects
of the same size that are undertaken two decades apart; a different number of workers is
expected in the later project [12,67,68].

There are few comprehensive literature reviews focusing on employment effects from
renewable energy. Aldieri et al. [22] assembled the literature between 2001 and 2019 which
evaluated job effects of wind power construction and found employment effects from
wind power construction but concluded that job creation can be limited and challenging
in instances of case comparison. All wind power projects are undertaken under various
institutional frameworks, labour markets, time periods and labour intensity within the
respective countries. Labour intensity within a country also matters [69].

Another line of thought was presented by Ram et al. [70], who modelled global future
job creation for renewable energy, and found that a large numerical job creation was to
be expected from the transition to renewable energy sources, which would be larger than
the expected job loss in the declining fossil industry. The notion that more jobs would be
created in the transition than the ones lost in, for example, the coal and oil industry, was
supported by Fragkos and Paroussos [13], who estimated that renewable energy would
have higher labour intensity than fossil fuels. On the other hand, Frondel et al. [71] and
Almutairi et al. [72] expected large job losses from a transition towards renewable and
nuclear energy as the main component in the mix.

There is a distinction between types of job effects. There are direct, indirect and
induced jobs. Direct jobs are the easiest jobs to identify, and can, for example, be found
in the manufacturing of key components, power plant construction and operation and
maintenance (O&M), i.e., a worker building a green energy component in a factory can
be defined as having a job due to green energy demand [12,73-75]. Some studies include
jobs in, for example, project management, research and development, energy companies,
utilities and banks.

Indirect jobs are more ambiguous. Scholars have estimated indirect jobs by input—
output analysis to evaluate indirect effects of materials and services on the upstream
supply chain. Consultancies and several minor components not directly linked to the sector
matters and should be considered. Some research distinguishes between indirect jobs and
induced jobs. Induced jobs can materialise as a by-product of spending (e.g., salaries)
from direct and indirect employment [76-78]. These induced effects appeared in some
research [79-82].

3. Methods

Knowledge spillovers are typically measured as the stock of R&D conducted outside
the focal firm and weighted by some measure of closeness between the source and the
recipient of the spillovers. Jaffe [83] assumes that the closer two firms are in the techno-
logical space, the more likely a firm will be affected by the spillovers generated by the
“nearby” firm. The Jaffe measure constructs a technological vector for each firm based on
the distribution of its patents across different classes of technology [57].

These vectors allow one to locate firms into a multi-dimensional technological space
where technological proximity between firms are proxied by the uncentered correlation
coefficient between the corresponding technology vectors. Since Jaffe’s measure is relative
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only to spillovers within the same technology sector, and rules out spillovers between
different sectors, the Mahalanobis norm is developed [84], where the uncentered correla-
tion index between different technology sectors is also identified. Both the externalities
generated in the same sector—specialised, Marshallian or intra-industry spillovers, and
spillovers, generated by firms belonging to the different sector, defined as inter-industry,
diversified or Jacobian Spillovers [26-28] are investigated. Because of the presence of two
contrasting effects: negative displacement effect and positive compensation effect, theoreti-
cal prediction cannot identify which effect could prevail. Thus, the empirical framework is
needed. However, a theoretical model is presented in the Appendix A. It could be useful to
explain the different result from specialised or diversified spillovers because the sign of the
externalities impact could depend on the competitive level, measured by the parameters.

In order to evaluate the effect of technological change in the green energy sector
on efficiency indicator, a twofold procedure is employed: (i) the technical efficiency is
estimated through data envelopment analysis (DEA) [85]; (ii) the tobit model [86] allows
to identify the knowledge spillovers’ impact on efficiency score. In particular, the DEA
is a method commonly used in the energy field [87-91]. In particular, the technological
productivity is computed with the Malmquist index, which measures the productivity
changes along with time variations, where output variable is the ratio between sales and
number of employees. [92,93].

In the first step, the DMUs provide the frontier from which the efficiency parameters
are computed. Every deviation from the frontier leads to inefficiency. DMUs are grouped
on the basis of the energy patents per country and per year, so we can develop a dynamic
model, useful to shed further light on the employment effects of energy innovation.

As DEA efficiency scores are continuous on the interval [0, 1], in the second step, the
tobit model [86] is used to estimate the linear relationship between the efficiency score as
the dependent variable, and the Marshallian and Jacobian spillovers stemmed from R&D
investments in the energy and wind field. Stata 16 software has been used for the empirical
results.

4. Data

The OECD’s REGPAT database from January 2018 (please contact Helene. DERNIS@
oecd.org to download the REGPAT database) [94] is employed. These data regard patent
applications to the European Patent Office (EPO) published up to December 2017. There
is a publication lag in the database, which results in later years missing from the data
and hence the cut off from 2017. Renewable energy power patents for measuring green
economy activity are identified. The positive relationship between R&D expenditure and
patenting has been recognised in several microeconomic studies [95-97].

Bruns and Kalthaus [97] highlighted several renewable energy patent studies con-
taining over 51 patent assembling methods, hence our considerations are the following.
The patent data were derived from the OECD Environment Directorate, who collaborate
with the Directorate for Science, Technology, and Innovation. The OECD Environment
Directorate have constructed patent-based innovation indicators to track developments
in environment-related technologies. The statistic originates from the Worldwide Patent
Statistical Database (PATSTAT) of the European Patent Office (EPO), the OECD developed
and used algorithms to extract the data. Consistent with other patent statistics provided
in OECD.Stat, only published applications for “patents of invention” are considered (i.e.,
excluding utility models, petty patents, etc.).

There is a large amount of literature with conceptual criticisms against the use of
patent data as a measure of invention output [45,98,99]. However, patent data have been
frequently applied as approximations of the impact of technological change and invention,
and for our purpose, the variable should be appropriate [100].

Innovations in the context of green energy have been identified based on oppor-
tune patent codes (http://www.oecd.org/env/consumption-innovation/indicator.htm
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(accessed on 10 June 2018)), as in Marin and Lotti [100]. In Table 1, the clusters of energy
patents are presented.

Table 1. Patent codes.

Macro Category

Sub-Category IPC

Energy

FO1M, FO1N, F02B, F02D, F02M, G01M, B01D, B01J, B60,

B62D, F02B, F02M, FO1N, F02D, G01M, FO2P, B62D, B60C,

B60T, B60G, B60K, B60W, B60K, B60L, B60R, B60S, B60W,
F04B, E06B, F24D, B60K, B60W, H01J, HO5B

Fuel efficiency

HO1L, HO1G, HO2N, C01B, C23C, C30B, GO5F, F21L, F21S,
Solar and wind energy HO02J, HO1H, HO1M, F24], E04D, F22B, F25B, F26B, G02B,
FO3D, H02K, B63B, FO1K, F24F, F24], HO2N, F25B, FO3G
E04H, B60K, B60L, B63H

As seen in Table 1, the technological proximity between the classes for energy produc-
tion efficiency is explored, and the context of renewable energy is analysed.

The technological development and diffusion abilities are believed to depend pri-
marily on three factors: (a) invention infrastructure such as R&D employees or R&D
expenditures as previous innovation engagement [51,52]; (b) technological and economic
specialisation [101-103] and (c) the quality of the innovation infrastructure [104].

The following variables relative to sales (S), labour (L), physical capital (C) and R&D
(RD) from the EU Scoreboard [103] are selected. The wages are measured through capital
expenditures and operating profits [104]. All variables are converted into constant 2000
euros, according to the GDP deflator. The stock of R&D capital based on the permanent
inventory method [55] is computed by assuming a 15 percent depreciation rate and a 5
percent growth rate [105].

In order to measure the diversity degree between the firms, the procedure introduced
by Jaffe [83] is followed. In particular, the technological proximities can be performed as:

T. Vi1 PiePie
v K K
VI PREE PR

where P; indicates the patent distribution over the technology fields for firm i and T; repre-
sents the technological relatedness between firms j and i. Since Jaffe’s measure computes
the spillovers only within the same field, we employed the Mahalanobis approach, so we
took into account also the spillovers between different fields [31]:

M

P =T1QT )

where Q) is the correlation index between energy technology fields.
Finally, the technological knowledge spillovers are measured in the following way:

TS; =Y DyK; 3)
i#]

where K; is relative to the R&D capital stock of firm j, as discussed by Aldieri et al. [31]. In
Table 2, the summary statistics of the data sample is presented:
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Table 2. Data statistics.

Variable Mean ? Std. Dew.
Log (Net Sales) 8.69 1.793
Log (Labor) 9.15 2.746
Log (Marshallian Spillovers) 3.33 2214
Log (Jacobian Spillovers) 3.86 2.571
Log (Physical Capital) 7.10 2.116
Log (R&D capital) 6.92 1.874

a: n = 2277 observations.

5. Results

Table 3 reports DEA model results, in which technical efficiency based on the Malmquist
productivity index is performed both for American and European firms. Since the sample
is made up of data from large international companies, it is reasonable to observe high
levels of efficiency (achieved if the estimated parameter is equal to 1.00).

To investigate to what extent the process of spreading technological knowledge pro-
duces a significant impact on the distance from technical efficiency on the frontier, we
proceed to estimate the tobit model, where the dependent variable is represented by the
parameter of Malmquist technical efficiency and the Marshallian and Jacobian spillovers
components represent the explanatory variables. Additionally, other studies apply the
two-step regression procedure to relate DEA scores and spillovers [106]. Firstly, we run
tobit analysis to all countries for all years (Table 4). Secondly, because we can observe
a large drop in score in 2017, we re-estimate the model by excluding 2017-year data in
Table 5. Finally, we estimate panel fixed effect to overcome the problem of few observations
(Table 6).

Table 3. DEA models of the technical efficiency.

Technical Efficiency
Year USA Belgium Denmark Finland France Germany Italy Sweden Netherlands UK
2002 1.00 0.99 0.99 1.00 0.96 1.00 0.99 0.99 1.00 0.99
2003 1.00 0.99 1.00 1.00 0.96 1.00 0.99 1.00 1.00 0.99
2004 0.99 1.00 1.00 0.99 1.00 1.00 0.99 0.99 0.33 1.00
2005 1.00 0.99 0.99 1.00 0.96 1.00 0.99 0.99 0.33 1.00
2006 1.00 0.99 0.99 1.00 0.97 0.97 0.99 1.00 0.99 1.00
2007 1.00 0.99 1.00 0.99 1.00 1.00 0.99 1.00 1.00 1.00
2008 0.99 1.00 1.00 0.98 1.00 0.99 0.98 0.98 0.99 0.97
2009 0.98 0.98 0.99 0.98 0.98 0.99 0.98 0.98 0.98 0.99
2010 0.98 1.00 0.99 1.00 0.97 0.97 0.98 0.98 0.97 1.00
2011 0.79 0.75 0.86 0.84 0.47 0.75 0.78 0.77 0.78 0.47
2012 1.00 0.96 0.99 0.98 0.53 0.99 0.99 1.00 0.97 0.77
2013 0.99 0.98 0.98 0.97 0.99 0.96 0.98 0.96 0.98 0.95
2014 0.99 0.81 0.99 0.96 0.99 1.00 0.93 0.99 0.94 0.93
2015 0.96 1.00 1.00 0.99 0.95 0.94 1.00 1.00 0.99 0.99
2016 0.70 0.80 0.72 0.81 0.80 0.90 0.82 0.79 0.70 0.94
2017 0.57 0.59 0.58 0.64 0.63 0.66 0.59 0.63 0.54 0.61

Table 4. Tobit regression: all countries 2002-2017 (average marginal effects).

Dependent Variable: Efficiency Score Estimate Robust S.E.
logMARSpillovers —0.006 ** (0.002)
logJSpillovers 0.008 * (0.003)
Number of obs. 150
F (2,148) 4.80
p-value F 0.0096
Pseudo-R2 0.0830

Note: *, ** coefficient significant at 1%, 5% level.
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Table 5. Tobit regression: all countries 2002-2016 (average marginal effects).

Dependent Variable: Efficiency Score Estimate Robust S.E.
logMARSpillovers —0.005 ** (0.002)
logJSpillovers 0.007 ** (0.003)
Number of obs. 140
F (2,138) 4.09
p-value F 0.0188
Pseudo-R2 0.0574
Note: ** coefficient significant at 5% level.
Table 6. Fixed Effect regression: all countries 2002-2017.
Dependent Variable: Efficiency Score Estimate Robust S.E.
logMARSpillovers —0.003 ** (0.001)
logJSpillovers 0.065 *** (0.037)
Number of obs. 150
F (2,138) 5.24
p-value F 0.0096
Pseudo-R2 0.0705

Note: **, *** coefficient significant at 1%, 10% level.

Table 7 evidences the findings relative to the impact of spillovers on the efficiency
score by country. From the tobit regressions in average marginal effects, evidence is found
that Marshallian spillovers have a negative impact and Jacobian spillovers have a positive
one on the American and European firm’s efficiency score (Table 7). The tobit model is

statistically confirmed by F-test.

Table 7. Tobit regression by country (average marginal effects).

Dependent Variable: Efficiency Score

USA Belgium  Denmark Finland France Germany Italy Sweden  Netherlands UK
logMARSpillovers  —025**  —0.87* 031 —0.59*  —0.02 —0.04 0.05 0.22 0.28 ~0.48
log]Spillovers 0.08 0.05* 0.02 0.01 0.28 0.54 * 0.06 0.29 0.30 091
Number of obs. 15 15 15 15 15 15 15 15 15 15

F(2,13) 4.36 7.08 1.76 2.49 0.13 3.42 3.63 1.15 1.6 1.21
p-value F 0.0264 0.0083 0.2063 0.1216 0.8772 0.064 0.056 0.3483 0.2392 0.33
Note: *, ** coefficient significant at 1%, 5% level.

The negative findings relative to spillovers could also be explained through the
negative externalities that the own production process can determine from the common
environment, and then on the resources available for other firms and useful for their
activity [107]. The lower quality of the environment leads to a lower performance of the
innovation process of the other companies.

Moreover, since the tobit model is questionable [108], we also used OLS regression
as a robustness check. The models are comparable because tobit results are in average
marginal effects. Table 8 confirms the negative impact of Marshallian spillovers and the
positive effect of Jacobian ones, where significant.

Table 8. OLS regression by country.
Dependent Variable: Efficiency Score
USA Belgium  Denmark  Finland France Germany Italy Sweden  Netherlands UK
logMARSpillovers ~ —0.11* —0.78 ** 0.22 —0.17 ** —0.23 —0.08 —0.01 —0.75 -0.19* —0.66
log]Spillovers 0.65 * 0.24* 0.01 0.25 0.14* 0.66 0.18 0.25* 0.19 * 0.16 **
Number of obs. 15 15 15 15 15 15 15 15 15 15
R? 0.86 0.46 0.42 0.47 0.04 0.06 0.06 0.47 0.73 1.21

Note: *, ** coefficient significant at 1%, 5% level.
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6. Discussion

The findings indicate statistically significant Marshallian spillovers effects on em-
ployment. From a theoretical economics perspective, the finding of negative employment
effects of Marshallian spillovers has a sound grounding. In particular, the spillovers from
the same technology sector (Marshallian externalities) have a negative effect on job cre-
ation, in line with the empirical evidence concerning environmental innovations and firms’
competitiveness [109]. However, the findings were weakly statistically significant and did
not occur in all countries; this could be because of the rather crude measure and data level
used, but it does show the presence of these spillovers.

The finding of positive statistically significant job effects from Jacobian spillovers is
in line with previous literature, which found that knowledge spillovers across seemingly
unrelated technologies also occur, and firms/countries can profit from distant technolo-
gies [33-37]. Intra-technology spillovers can come from technological variety where un-
foreseen effects can have a substantial and positive impact on the general development
and can therefore be one potential goal of technology policy [110]. However, the findings
were weakly statistically significant and did not occur in all countries.

The idea from the theoretical model is that specialised sectors have a lower competitive
level, and thus they experience a prevailing displacement effect, while diversified sectors,
living in a more competitive context, generate a higher compensation effect. In general,
theoretical terms, if a firm or a country lack capabilities to assimilate new knowledge,
spillovers will appear at a sub-optimal level. The internal absorptive capacity is vital
for a capacity to transform imported technology into productivity gains in a production
apparatus. Hence, the ability to receive technological spillovers or use advancements
is a function of previous experience in R&D; if there is no absorptive capacity then the
spillover flow might not exist [39]. Previous literature on technological change has empha-
sised the cumulative character of knowledge for further technological improvements and
usage [55,111]. Indeed, absorptive capacity provides positive and significant impact in an
energy context [112-116].

Pursuing low unemployment and expansion of renewable energy as policy targets
simultaneously is a suboptimal strategy. Bohringer and Rosendahl [117] showed that
environmental externalities are best targeted through Pigouvian emission taxes—additional
targets for renewable energy can be redundant and costly. A pursuit of several targets
calls for an equalisation of the number of policy instruments with the number of policy
targets [116]. Good intentions do not always give good policy outcomes, and scepticism
exists against the thought of any (including renewable) promotion policies that will lead to
a clear-cut win-win outcome.

For the energy supply within a country, the obtained results in this paper are rather
positive. A policy maker could previously doubt that resources such as labour would be
enough to sustain the rapid green energy. There will, of course, be a risk for bottlenecks,
but the results in this paper indicate that less labour will be needed for the same amount of
energy supply construction, and hence there is a higher chance that the countries that are
trying to remodel their energy systems and become more energy efficient will be successful.

Finally, a word on public policy and promotion of green energy jobs. There is a trade-
off between economic efficiency and labour market effects. Bohringer et al. [118] showed
that initial labour market rigidities have the potential to provide some scope for a double
dividend in terms of positive labour market effects derived from government subsidies.
Dynamic effects of a changing economic structure and of technological change matters
where increasing productivity can increase output with the same level of employment.
General factors, such as budget effects on household incomes or reduced imports of fossil
fuels and other goods, should also be considered [119].

7. Conclusions and Policy Implications

It was not previously clear if Marshallian and Jacobian spillover effects within the
green energy field affected employment. The empirical findings suggest that there were neg-
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ative employment spillovers from the same technology sector (Marshallian externalities),
while there were positive spillovers from more diversified activity (Jacobian externalities).
For policy makers, who count on employment effects, these results must imply some
downward revisions. Over time, employment could decline ceteris paribus. When it comes
to job creation, policy makers should lower their expectation for future gains. There will be
employment, but for every new MW installed, job creation for constructing the next could
go down slightly.

These findings have important policy implications, as policy makers can use them to
identify the best instruments to maximise the economic benefits from energy innovation.
When it comes to spillovers, policy makers should promote green energy expansion and
R&D investment, since today “s investments will make further projects less labour-intensive
tomorrow.

On a general level, there are implications for the literature on technological change
that can be derived from the presented results. The results are relevant to incorporate into
technology forecasting models, which might undervalue technological change if the models
fail to consider inter-technology flows. Technology forecasting models are central for
scientific efforts, such as integrated assessment models produced by the Intergovernmental
Panel on Climate Change. Considering the results of the present paper, especially with
respect to the knowledge flows across technologies that are related to each other, these
models might have to be adapted to reflect inter-technology learning effects.

However, further analysis concerning technical efficiency in energy field is needed
to obtain deeper comprehension of the mechanisms relative to knowledge flows. Indeed,
outstanding questions include whether these results are externally valid or if they have
external validity to other energy fields.
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Appendix A

In line with Garcia et al. [119], a multi-sector economy is considered where firms’
production combines physical, human and knowledge capital with a variety of different
green energy: wind, geothermal, solar, integrated emissions control, water pollution
abatement, solid waste collection. Production level at time f of field i, (Y?) is the combination
of two different outputs from two different production technologies: a green (Yc), where
further separation techniques adopting exclusively wind power energy (Y’gy) from other
forms of green energies (Yigp), and (Y'y), and written as:

Yo = a5y + (1—a)Yop (1) with0 < a <1 (A1)
Y = BYL + (1-B)YE (2) with0o < B < 1 (A2)
Y= Y4+ (1= B) [a¥Ey + (1 - )Y (A3)
where: , ,
YL = YL(C,Kgg, L) (A4)
Yiw = YEw (C, Kew, L) (A5)
Y4 = Y§(C, Ky, L) (A6)

In Equations (A4)-(A6), variables C, L measure, respectively, physical capital and
labour, while the innovation effects of different production techniques: green, wind green
and not green, are, respectively, embodied in the knowledge capital levels Ky , Kg and Kgpy.
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As in the findings of Aldieri and Vinci [27], the i sector’s firms are assumed to compete in
differentiated output markets, minimise costs with constant returns to scale technologies
and invest in R&D for process and product innovation. Moreover, the innovation effects
on technology and the demand function are embodied in the knowledge capital.

Stating one-to-one, ¢ and w capture the marginal cost and the vector inputs prices,
stating that ¢ = c¢(w, Kgg, Kgw, Knt). Moreover, p is defined as the output price, p the
mark-up, d° indicates the market dynamics and finally KX, K&, KR pg, Lg, respectively,
capture the rival firms” accumulated knowledge capitals, output prices and employment.

Stating what follows:
p= (1 + y)c(w, Kge, Kow, KN) (A7)
Y = D(d", p, pr,Koe, Kow, Kn, K&, K, K ) (A8)
K = g(Kn) (A9)
K& = g(Kek) (A10)
K&w = 8(Kew) (A11)
L= cL(w, KGErKGW/ KN)Y (A12)
pr = (1+ pr)cr (wR, K& K&w, K]%) (A13)

where ¢y captures the marginal cost derivative respect employment (the Shepard’s lemma),
and parameters cg, wg, #g denote the rival firms’ marginal cost, vector inputs prices and
mark-up.

Equation (A12) can be written as:

L = c;.(w, Kcg, Kow, KN)D(df, (1+ p)e(w, Ko, Kew, Ky ), (1 + HR)cr (wR,KéE,ng,Kﬁ),KGE,KG,KN,K&,KSW,KQ) (A14)

From inspection of the above, the short run innovation effects on the labour input will
be captured by the following:

oL Ocp Y N Y dp | 3Y Ipr oKR 9y oK} (A15)
0Ky dKy "loKy " 9p 9Ky ' 0proKR 9Ky ' 9K oKy
oK& oK
oL _ Oy, )oY (oY op  OY ai’lf GE al; GE (A16)
aKG aKG aKG 8p aKG apR aKGE BKG aKN BKG
oK oK&
aKGW BKGW aKGW ap aKGW apR 8KGW BKGW BKGW aKGWt

The first terms of the right-hand sides of the above three equations measure the
displacement effects, respectively, for the three types of innovations, standard, green and
wind power green energies. Other terms on the right-hand side of Equations (A15)—(A17)
take, for the above three different innovation categories, the additional compensation
results:

Production innovation effects on the total demand;

Demand effects through cost fall due to price decline;

Demand effects of rival firms’ price variations via the innovations of competitors;
Demand effects of the innovations of competitors.

Because of wages bargaining, prices dynamics variations via # and g may occur and
contemplate with z and zg further possible changes on wages and mark-ups, stating:

w = w(z,C,Kgg, Kew, Kn) (A18)
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