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The history of renewables in EU

Since the beginning of 80 some EU countries have put in place
policies to promote RES

The approaches were often peculiar to the national context
(Denmark, ltaly, ...)

There are strong interactions with other policies: taxes,
environment, agriculture, water, ...

At the end of the '90 the attitude towards RES of EU Member
States was very diverse

The path towards a common policy was very long and difficult.
Directive 2001/77/EC on the promotion of electricity produced
from renewable energy sources in the internal electricity
market is the result of an effort for a common direction

Moving to a single market means giving common rules, i.e.
goals and instruments . Which is not so easy ...
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Goals and instruments of a policy for RES
L3

GOALS

x Environmental benefits

Provide secure, diverse, sustainable energy supply
Maximisation of RES production to meet targets
Involvement of local resources and growth of new skills
Maturation of young technologies

Development of a competitive international industry
Growth of local human resources

Decentralisation

X X X X X X X

INSTRUMENTS

x  Feed in tariff

x  Quota (or portfolio)
x  Tendering

- The choice of instruments depends on goals
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H{I'he choice of competition in EU
o energy policy

x The challenge for EU and national policy makers is
to conciliate competition with an effective support

x a public intervention can be justified in terms of
social welfare in order to correct the externalities
affecting the sector

x the sector of Renewable Energy has some
distinguished features:
v" Young technologies,

v" High investment costs,

v Positive external costs
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| The challenges for competition

x Competition at which level?
v in the market (with other energy sources),
v’ for the market (with other technologies),
v’ for the technology supply

Short vs long run
High capital costs
Integration of New Accession Countries

Coherence of national approaches to RES policy in
the frame of the EU

x Getting results in the frame of a political term
x Creating a fair playing field

X X X X
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[ﬁﬁﬁimates of total energy subsidies,
2001 (source EEA)
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ﬂ' owards a convergence of support
systems

x Various barriers to the harmonisation process have been
identified. These barriers are categorised as follows:
v" Range of policy goals
v' Range of policy mechanisms

v Disparities between Member States in the framework conditions
that RES develop within

v" Practical concerns of a converged policy

x A substantial opposition is expected for the forced
convergence of policy instruments

x The link to local values and resources is one of the dividends
of RES, that could be lost with a joint approach
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~The difficulties for harmonisation

x Harmonisation of renewable markets envisaged in line with
single electricity market, emission trading scheme and so on
x Harmonisation of ONE mechanism was envisaged at the end of
the 1990’s because it
v generated a payment for renewables

v' Governments KNOW how much it costs annually if bounded within
country, NOT if cross-EU

v Works with markets and competition
v Is tradable

x MS do not like idea of paying for benefits which may accrue to
another MS

Difficult to see harmonisation around quota mechanism
x |n practice it puts at risk many of the dividends of RES
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—  Market approach and growth

x  Countries that experienced Green Certificate Markets have lower
growth rates for RES

x |nvestors are not keen to risks, especially with high investment costs
and young tecnologies

x Prudent market strategies for most certificate buyers and sellers
relies heavily on long-term bilateral deals in order to minimize
exposure to potentially volatile certificate spot markets.

x  The value of certificate banking and borrowing arises from allowing

markets to clear over time horizons relevant for economic decision-
making.

- These factors have to be taken into account in market design
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| Harmonisation and markets

x EU policy can re-balance from focussing on harmonisation to
the maximisation of delivery

v Set targets
v Set tougher penalties for non-achievement of those targets

x EU can be clearer about principles of what is effective to reach
targets

x Hybrid mechanisms are ‘in principle’ a good idea
v A basic level (tariff) to reduce risk

v" A second level which increases this basic payment, which can be
choice of country and left to market forces

EU could try to harmonise the boundary conditions
EU could establish the minimum level of support
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