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FROM FEED-IN POLICIES TO SYSTEM-FRIENDLY MERCHANT

Evolution from “niche” to mainstream entails living up to new requirements

PAST PRESENT FUTURE

Feed-in policies Auctions System-friendly merchant

• Fixed and predictable revenues 

unleashed the uptake of 

renewables

• Increasing volume enabled cost 

reductions & innovation

• Low shares of renewables easily 

integrated

• Competition for limited volumes 

spur further cost reductions 

• Remuneration lower but still fixed 

per MWh

• Grid codes become stricter in 

many markets

• Renewables cost competitive-

ness makes policy makers 

calling for “subsidy” phase-out 

• Remuneration to be based on 

fluctuating power prices*

• Integration challenges prompt 

stricter requirements

* In liberalized power markets
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SUCCESSFUL ENERGY POLICIES REQUIRE A NEW FOCUS

3

Tomorrow’s frameworks should focus on maximizing value

LCOE Market value and value factor System value

• Average revenue per unit of electricity 

output

• Shows, if divided by the average 

wholesale power price (value factor), 

how much of the average price can be 

captured by a power plant or a power 

generating technology

• Average cost per unit of electricity 

output

• Interplay of positive (e.g. lower carbon 

emissions, high market value, reduced 

fuel costs etc.) and negative effects 

(e.g. additional grid infrastructure 

costs, re-dispatch costs/curtailment 

etc.) of a power generating technology 

on the system
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INCREASING MARKET AND SYSTEM VALUE GOES HAND IN HAND

System-friendly renewable energy solutions need renewable-friendly systems

Decision making bodies
Government, energy ministry, regulatory agency, system operator, public utility, standards body

Policy, market and regulatory frameworks
Laying ground for revenue conditions & technical requirements

Dispatchable 

generation

Variable 

renewable 

energy 

solutions

Demand side 

resources

Energy 

storage

Grid infrastructure & digitalisation

Policy recommendations for renewable-

friendly systems:

• Long-term RE targets 

• Phase-out of fossil fuel subsidies

• Pricing greenhouse gas emissions

• Trading close to actual generation

• Flexibilisation of thermal plants

• Re-design ancillary services

• Removal of barriers to storage

• Incentivize flexible demand 

• Grid build-out

Source: Adapted from IEA, Status of Power System Transformation 2018,  05/2018
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