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Targets in the global 
renewable energy landscape

Today, 164 countries have at least one type of renewable energy target

– up from 43 in 2005
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Renewable Energy Policies

Tariff-based Quantity-based

Feed-in tariff (FIT)

Feed-in premium (FIP)

Renewable purchase obligations 

(RPO)/ quota

Renewable Energy Certificates 

Auctions

• Quantity determined by market actors

• Price set/ partially set by responsible 
regulatory body

Feed-in tariff (FIT)/ Feed-in Premium 
(FIP)

• Quantity determined by regulatory body

• Price defined by competitive bidding 
from market actors

Auction schemes
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Feed-in Tariffs (FIT) 

• Guaranteed for a long period (15-20 years)

• Technology and condition specific (size, location, load hours)

Specifications

• Fixed tariff / Indexed to inflation

• Cut down after few years

• Caps imposed on the amount of capacity benefit from FIT to limit policy costs 

Options 

Costs

• Additional electricity price surcharges spread across consumers 

• Energy taxes

• International sources (development assistance funds, climate finance, etc.)

• Revenues from auction of emissions permits 



Approach to setting Feed-in 
Tariffs

Additional Support
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Electricity Cost 

Level of tariff set independently 
of electricity market price 

Based on estimated LOE +

Reasonable ROI (set by policy maker/ regulator)

Based on added value of RE 

(to society or utility)

Simple fixed cost incentive

Best guess of policy maker

Set through initial auction
That subsequently defines the price 
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Strengths and weaknesses of 
FITs

Limits the risks for investors also in emerging technologies

Facilitates the entry of new players in the market

Often funded by consumers and not exposed to public 
budget cuts

Long term security drives technological development

Costly when high deployment rates are achieved

Tariff setting and tariff adjustment process is challenging 
and complex

Generation is not exposed to electricity market prices
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Source: Rathmann et al. (2011)

Feed-in Premiums (FIP)

Constant as a fixed 

additional revenue 

independent from 

electricity market price

Fixed with a floor and a cap 

price to minimise revenue 

risk and windfall profits 

Fixed revenue guaranteed 

and premium varies as a 

function of electricity 

market price 

• Provides premium payments on top of electricity market price 

• A more market oriented FIT design 
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• Only selected 

generators benefit 

• Level of tariff 

based on prices 

indicated by 

project developers 

in the bid during 

the auction process 

• Government issues call for tenders

• Certain capacity from given RETs

• Project developers submit bids 

• Pre-qualification in some cases 

• Government evaluates projects

• Based on price and other criteria 

• Preferred bidder selected 

• Power Purchase Agreement (PPA) 
signed
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Renewable Energy Auctions
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Renewable Energy Auctions

Auctions have increasingly been adopted to support renewable energy deployment

Based on REN21 Global Status Report (2005 to 2015) 
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Key considerations in designing 
and implementing auctions 

• Increased participation of bidders 

• Prevention of collusion and price manipulation 

Increasing competition for cost-efficiency

• Project delivery

• Deployment goals

Limiting participation to bidders who can meet goals 

Ensuring global socio-economic development goals

• Qualification requirements

• Multi-criteria selection 
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Strengths and weaknesses of 
Auctions 

Flexibility

Real price discovery

Greater certainty regarding prices and quantities

Commitments and transparency

Relatively high transaction costs

Risk of underbuilding and delays
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Recommendations to encourage investment in the sector:

Creating an enabling policy and regulatory framework that can catalyse private 
investments into renewables: 

• Establishing national energy plans and renewable energy targets surrounded by 
supportive policy and investment frameworks

• Fostering a stable and long-term market development while adapting to changing 
technological and market conditions

• Implementing deployment policies as part of a broad range of cross-cutting policy 
instruments – a policy mix tailored to the specific country conditions – aimed at 
strengthening firm-level capabilities, building a domestic industry, promoting education 
and research and facilitating investment and technology transfer. 

• Broadening through regional cooperation the sources of financing to support 
expansion in capacity and transmission and distribution infrastructure

• Expanding regional grid integration and power trade through regional planning, 
harmonisation of standards and procedures, equitable commercial terms and 
coordination at power pools level. 16

Conclusions (1)



Adopting investment promotion measures to attract both domestic and foreign 
investors to support the development of the sector:

• Information: Local commercial banks and financial intermediaries need to 
know about renewable energy options

• Using public financing to reduce the (perceived) risk of investments to attract 
foreign investments (foreign direct investment or official development 
assistance)

• Establishing Public Private Partnerships for cost and risk sharing to attract 
private sector participation and financing

• Reinforcing the liquidity of financial markets through appropriate independent 
and transparent regulatory frameworks and reporting bodies for renewable 
energy
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Conclusions (2)

Recommendations to attract the needed investment:



Thank you!


