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p61 7.2.Legislation

For electricity from renewable sources, the feed-in law system, through boththe commercially
favourable guaranteed feed-in tariffs and the provision of a long-term stable pricing structure,
has given a great impetus to renewable energy developments, in particular wind energy. Three
Member States (Denmark, Germany and Spain )all countries using this system) contributed 80 %
of new wind energy output in the EU-15 over the period 1993-99.

Biomass power generation has also benefited from feed-in tariffs, but not to the same extent as
wind. This may be because the tariffs available were less economically attractive than those for
wind. Biomass power increased significantly in some Member States (Finland and Sweden)
without the support of a feed-in mechanism. Successful biomass development benefits from the
availability of feed-in tariffs, but it is also closely linked with other success factors, especially the
availability of financial support. In those Member States that adopted the feed-in mechanism,
biomass use has expanded most when capital subsidies were provided as well as feed-in tariffs.

The PV sector is not yet able to compete on a commercial basis against other renewable or fossil
energy sources and therefore needs to receive subsidies to stimulate its expansion. Successful
implementation of PV requires both a feed-in support for power output and a capital subsidy in
order to stimulate market expansion. Those Member States (Germany and Spain) that have
instigated this combination of support saw significant levels of PV deployment. The main
alternative mechanism for support to renewable energy, the competitive tendering process, has
not been as successful as a single support mechanism in achieving rapid deployment. Indeed
overall levels of renewable energy use in countries where this system has prevailed are
significantly lower than levels in countries with the feed-in law system. The UK was the first to
develop a competitive tendering system, through its NFFO process, but despite early expansion
in renewable energy capacity during the mid-1990s, it did not continue to show such rapid
growth, which is why it did not pass any of the criteria for successful penetration for any of the
electricity technologies studied ( 16 ). Similar competitive tendering systems have been in
operation in Ireland (the AER) and France (Eole) ( 17 ). For both of these countries, the case
studies indicated that additional barriers, including grid access (France) and infrastructure
(Ireland), may have hindered a more rapid expansion in wind energy deployment.

Long-term financial stability is crucial to attracting investor confidence in new installations.
Guaranteed tariffs, through feed-in arrangements, provide this degree of confidence, whereas a
competitive tendering system opens up uncertainties. Tendering processes generally have
uncertain timescales and tariffs, and developers are also unsure whether they will be successful
when they bid through the tendering system.
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