
Chapter 1 
 
INTRODUCTION 

 
“The pessimist complains about the wind; the optimist expects it to change; the realist adjusts the sails” 

– William Arthur Ward, Author 

 
 

1.1 The History of Wind Energy and Policy 
 
People had been harnessing the power of the wind for thousands of years before 

incentives were implemented to promote its use.  The Egyptians used a square sail to 

assist in the propulsion of their boats at least 5000 years ago.  The first concrete 

evidence of windmills dates back to 500 – 900 A.D. although it is generally believed that 

windmills may have been invented in China over 1000 years B.C.  In the 13th century, 

more advanced windmills started popping up around Europe and within 500 years there 

were thousands scattered through Europe’s windy areas.  In the USA, over 6 million 

water pump windmills were used between 1850 and 1970 to assist with agriculture.  The 

first large scale electric windmill was built in 1888 by Arthur Brush and had a capacity of 

12 kilowatts of electricity.2  Although this design didn’t catch on, farmers used small 

scale wind turbines attached to batteries for electricity in areas that did not have grid 

connection through the 1920’s and 1930’s.  In 1935, the US Rural Electric 

Administration (USREA) began subsidizing rural electric cooperatives to build electric 

lines.  This in effect drove the modest wind energy industry that had been built up to 

                                                 
2 Telenos Web Development  “An Illustrated History of Wind Power Development”  (visited 7/25/07) 



that point out of business.3  

It was after this point that wind energy’s growth became mainly reliant on 

government policy rather than market demand.  The governments of Europe and the 

USA sponsored experimentation with large wind turbines between 1935 and 1970, but it 

wasn’t until the oil crisis of the 1970’s that technology transfer, grants for research and 

development, and incentive programs developed wind energy into a viable alternative 

energy source.  The US approach to developing wind energy technology was to fund the 

construction of large scale wind turbines (in some cases using technology and scientists 

from the military and NASA).  Many companies were formed, but the American 

turbines proved to be unreliable.  However, in Denmark subsidization programs created 

a market for small scale turbines that were used on farms.  These turbines became so 

popular that they were considered common farm machinery.  They were reliable, 

gradually grew larger, and eventually evolved into the industry standard.4   

In the 1980’s, policy change in the USA hindered investment.  Germany, Denmark, 

and Spain had become the world’s leading producers of wind generated electricity by the 

1990’s, and European countries still have about 70% of the world’s installed wind 

capacity.   

In the 1990’s concern over global warming, pollution, and resource availability 

caused many countries to adopt incentive programs designed to promote clean, renewable 

energy.  Wind energy was the most viable of these energy sources (excluding 

hydropower), and these incentive programs grew wind energy into a multi-billion dollar 

industry within a very short period.  The growth rate for wind energy installed capacity 

                                                 
3 Bergey Windpower Co. Website  “A Primer on Small Turbines”  (visited 7/25/07) 
4 T. Wizelius  “Developing Wind Power Projects:  Theory and Practice”  (2006)  



averaged 29 percent from 1995 – 2005.5 

 

1.2 The Reasons for Incentive Policy 
 
Although markets for “green electricity” have been expanding, incentive programs are 

still necessary to stimulate the growth of the wind energy industry.  Incentive policy 

creation relies on the decisions of policymakers and the belief that promoting electricity 

from clean and renewable sources will pay off in the long run.  The basic reasons for 

this belief include (but are not limited to):  the potential for energy shortages, the costs 

of human caused global warming, and pollution.   

 

1.2.1 Potential Energy Shortages  
 
Currently electricity is mainly provided by five different sources of energy: oil (6.7%), 

natural gas (19.6%), coal (39.8%), hydro-power (16.1%), and nuclear power derived 

from uranium (15.7%).  Of these methods of electricity production, only hydropower 

comes from a renewable source.  Other renewable energy sources account for only 1.8% 

of electricity production with combustible sources and geothermal accounting for the vast 

majority.   
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Figure 1  Global Electricity Production by Source in 2004 
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Source:  International Energy Agency (2007)  
 

 

Although the growth of energy consumption in the USA and EU is expected to lessen 

within the coming decades, the economic emergence of BRIC countries (which compose 

43% of the world’s population) along with other LDC’s will cause the demand for energy 

to increase significantly.  In 2025, global electric consumption is expected to be nearly 

double 2001 levels.6  If the supply of energy doesn’t grow with that demand, rises in 

energy price will cut energy demand and economic growth.   

Issues currently being debated are not limited to the capacity for production to keep 

pace with demand.  Many say that the production of vital resources will actually begin 

to decline over the next decades because of a lack of sufficient resources.  Recently 

there has been a great deal of concern that the “peak” periods of oil, natural gas, and even 

coal are rapidly approaching.  “Hubbert’s theory” states that after production reaches its 

peak it enters into a terminal decline.7  There is speculation that oil could peak within 

                                                 
6 Energy Information Administration (EIA)  “International Energy Outlook 2004”  (2004) 
7 M. K. Hubbert  “Nuclear Energy and the Fossil Fuels”  (1956)  



the next decade, and some even say that it has already peaked.8  Even the more 

conservative studies place oil’s peak within the first half of this century.  Moreover, 

some studies suggest that natural gas could peak by 2030.9  Coal, long thought to be 

virtually inexhaustible, may reach its peak in 2025 according to the Energy Watch Group 

(2007).  Uranium, which is very energy intensive to extract, would be affected by a 

jump in price of the three fossil fuels.  More details of peak production and its 

repercussions are discussed in Appendix A. 

A large portion of the world’s hydropower resource, and the majority of the easily 

exploitable geothermal potential are already being used.  Thermal energy generation 

from combustible crops and waste, solar power, and wind power are currently likely 

candidates for “plugging the gap” between energy demand and output.  Moreover, the 

US Department of Energy (2005) has declared wind energy to be the most viable of the 

renewable energy sources. 

 

 

 

 

 

 

 

 

 

                                                 
8 M. R. Simmon  “Twilight in the Desert; The Coming Saudi Oil Shock and the World Economy” (2006) 
9 J. Laherrère “Future of Natural Gas Supply”  (2004) 



Figure 2  Non-hydro Renewable Energies in Electricity Production in 2004 (“Other” in Figure 1) 
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Source:  International Energy Agency (2007) 
 
 

1.2.2 Global Warming 
 
The most recent comprehensive study done on global warming is the Intergovernmental 

Panel on Climate Change (IPCC) “Climate Change 2007”.10  This document comes 

from the research of 2500 scientific expert reviewers, 800 contributing authors, 450 

primary authors, and 130 countries contributing over 6 years time.   The study 

concluded that “most of the observed increase in the globally averaged temperature since 

the mid-20th century is very likely [90-99% probability] due to the observed increase in 

anthropogenic greenhouse gas concentrations.”  This warming is likely to have profound 

effects on the physical and biological systems of the world.  Many changes have already 

been seen as shown in Figure 2. 

 

 

                                                 
10 Intergovernmental Panel on Climate Change  “Climate Change 2007”  (April 2007) 
 



 

Figure 3  Observed Changes in Physical and Biological Systems vs. Surface Temperature between 
1970 and 2004 

 
Source:  Intergovernmental Panel on Climate Change  (2007) 
 
 
 
The effects of global warming could cause serious environmental and economic damage.  

The current and future effects of global warming are further discussed in Appendix B. 

 

 

                                                                                                                                                 
 



1.2.3 Pollution 
 
Although coal is by far the greatest polluter of the group, all three of the major fossil 

fuels contribute to air pollution.  The health problems associated with pollution from 

fossil fuel power plants include chronic bronchitis, respiratory infection, cancer, and 

mercury poisoning among other things.   

Nuclear power is often described as “clean” because it generates little air pollution.  

However, certain types of isotopes such as plutonium 239, which are found in the 

radioactive waste of nuclear reactors, will remain harmful to humans for hundreds of 

thousands of years.  This creates an ever increasing burden of waste handling for many 

generations to come.  

 

1.3 The Benefits of Wind Energy 
 
Wind energy lacks many of the problems associated with traditional methods of 

generation.  Its benefits are discussed in more depth below. 

 

1.3.1 Wind Energy is Renewable 
 
Wind energy is powered by the wind, which should be around as long as the earth has an 

atmosphere.  When considering the uncertainty involved with other forms of energy, 

wind energy stands out as very secure.  Twenty year contracts are often signed with a 

fixed rate of payment over the entire period.  This can reduce the risk stemming from the 

uncertain future of the fossil fuels.  A report to the US Department of Energy found wind 



energy to be the safest method of diversification in a fixed price scenario.11 

 

1.3.2 Wind Energy is Widely Distributed  
 
One of the main concerns people have about fossil fuel depletion is the potential for 

political conflict and war (See also Appendix A).  Energy resources which are 

distributed more equally between countries can reduce this risk.  According to the 

British Wind Energy Association (2007), more countries have sizeable wind power 

potential than have large resources of hydro-power or fossil fuel reserves. 

 

1.3.3 Wind Energy is Clean and has Few Carbon 
Emissions 

 
Wind turbines emit no air pollution or carbon dioxide during their operational phase.12  

There have been cases of turbines with oil leaks, but the environmental effects of these 

are comparatively insignificant and it is a fairly rare occurrence. 

Some critics have called into question the amount of carbon dioxide released by 

wind farms during their construction.  Cement manufacture is a very carbon intensive 

industry accounting for 5 to 10 percent of the world's total carbon dioxide emissions.  

This is significant because wind turbine foundations can weigh hundreds of tons.  

However, when the calculations are done, the amount of carbon released into the 

atmosphere is comparatively insignificant, being “paid back” within two days of plant 

                                                 
11 M. C. Brower et al.  “Evaluating the Risk-Reduction Benefits of Wind Energy; A Report to the US 
Department of Energy Wind Technology Division”  (1997)  
12 British Wind Energy Association Website  “Wind Energy Technology”  (visited 7/25/07) 



operation (see Appendix C). 

There has also been concern about the amount of energy required to construct wind 

turbines and farms.  If the energy required to do this is great, then the cumulative benefit 

of the wind turbine is lessened.  However, the Clean Energy Future Group (2004) states 

that on average it takes only two to three months for a wind turbine to recover all the 

energy required to build it. 

     

1.4 Wind Energy’s Price Competitiveness 
 
During the 1980’s and 90’s the price of wind turbines dropped drastically.  These large 

reductions in price prompted Pacific Gas & Electric (PG&E) and the Electric Power 

Research Institute (EPRI) (1993) to predict that wind would ultimately become the least 

expensive method of electricity generation.  In 1996, figures from the California Energy 

Commission’s Energy Technology Status Report showed the price of electricity 

generated from wind energy to be comparable to that of other traditional forms of 

generation (see Table 1 below), and it seemed that PG&E and EPRI’s predictions had 

come true.  

 

 

 

 

 

 

 



Table 1  Comparitive Cost of Wind and Other Energy Sources  

Fuel Levelized Costs  
(US cents/kWhour) 

Coal 4.8-5.5 
Gas 3.9-4.4 
Hydro 5.1-11.3 
Biomass 5.8-11.6 
Nuclear 11.1-14.5 
Wind 4.0-6.0 
Source:  California Energy Commission (1996) 
 

However this statistic can be misleading.  The intermittent nature of the wind 

necessitates back up generation (usually natural gas) available to produce energy when 

the wind is not blowing.  This added cost is shown in Figure 3, depicting relative energy 

costs in the UK.  

 

 

 

 

 

 

 

 

 

 

 

 

 



Figure 4  The Cost of Generating Electricity (Pence per kWh) 

0

1

2

3
4

5

6

7

8

Coa
l F

ire
d I

GCC

Gas 
Fire

d O
CGT

Nuc
lea

r

Onsh
ore

 W
ind

 Farm

Offs
ho

re 
W

ind
 Farm

C
os

t o
f G

en
er

at
in

g
El

ec
tri

ci
ty

 
(p

en
ts/

kW
h)

Standby Generation Cost

Cost of Generating
Electricity

 
Source:  Royal Academy of Engineering (2004) 
 

This figure shows that although electricity from onshore wind energy in the UK is almost 

as inexpensive as coal and natural gas generated electricity, the added cost of backup 

generation puts total cost at a significantly higher rate.  Moreover, in recent years there 

have been supply chain difficulties in the manufacture of wind turbines which have 

caused significant price increases.  In 2006, the cost of wind power capacity averaged 

over $1600 US dollars per kilowatt, compared to $1200 per kilowatt just a few years 

before.13 

The above factors have led to a situation in which the wind industry requires 

incentives in order to compete with traditional forms of electricity generation.  However, 

wind energy continues to be the most price competitive form of renewable energy other 

                                                 
13 American Wind Energy Association   “Wind Power Increased by 27% in 2006”  (January 2007)  



than hydroelectric power.  Moreover, it has been estimated that wind energy will be 

competitive with conventional energy before 2020.14 

 

1.5  The Goals of Policy 
 
There are various reasons a wind energy policy may be adopted.  Creating a green, 

sustainable planet is often not the only goal.  In both the case of Taiwan and China, 

policies have been adopted to promote the growth of local industry.  A diagram of the 

policy formation process as given by Enzenberger et al. (2002) is shown below. 

 

Figure 5  The Policy Formation Process 

 
Source:  Enzenberger et. al (2002) 

 
 
Although looking at this model does not give insight into the extent of the debates and 

                                                 
14 J. F. Li et. al  “A Study on the Pricing Policy of Wind Power in China”  (October 2006) 
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disagreements about wind energy incentive policy which are present in many countries 

(including Taiwan and China), it is clear that policymakers must consider stakeholder 

interests and market implications before designing policy.  The view of this thesis is that 

the consideration of strategies undertaken by companies in the face of policy is necessary 

to understanding the market implications of policy.  A framework for the consideration 

of emergent strategy follows. 

 

1.6  Strategic Framework 
 
The framework that was used in this thesis was the assumption that the focus of a 

company’s strategy will be the factor that constrains its growth.  Strategy and core 

competencies will emerge from efforts to eliminate or lessen this factor. 

Strategies adopted by industry players can also be divided into “local strategies” and 

“global strategies”.  In our initial study of Taiwan we found companies employing both 

of these.   

 

1.6 .1 Theory of Constraints 
 
When it is assumed that the main goals of a company (short and long term) are the 

growth of revenues and profits, it follows from logic that the main focus of the company 

should be overcoming or lessening the factors that limit this growth.  This basic 

fundamental is not always discussed because the factors limiting company growth in 

most industries are the same, i.e. the number of customers and/or the price that the 

                                                                                                                                                 
 



customers are willing to pay for the product or service offered.  The company focus then 

becomes the customer’s willingness to purchase the product (and anything that could 

influence this willingness in the short or long term).  Thus, it has been said that a 

company’s marketing or sales division should direct its strategy.15   

However, the areas in which wind energy has had the most success have not been 

free markets, but rather in markets in which the customers (the electric companies and the 

public) are required by policy to purchase wind generated electricity.  Thus, the speed at 

which projects can be started and finished becomes the determining factor of the final 

market share.  This puts developing projects within a country into a “theory of 

constraints” framework where “bottlenecks” are lessened and “lead time” (in this context, 

the time it takes for a project to go from start to finish) along with the “capacity” to work 

on multiple projects at once determine the rate at which a company’s projects are 

accomplished.  More importantly, the constraining resource (in this context, the number 

and size of sites within a market) must be maximized.  Therefore, all other resources 

should be geared towards this goal.16   

 

1.6.2 “Global” vs. “Local” Strategy  
 
(1) “Global Strategies” can be defined as one in which the search for new markets 

includes multiple countries.  This may include lobbying efforts to establish 
policy/infrastructure so that it is economically possible to develop projects.   

 
These types of efforts may involve cooperation between pro-RE lobbyists, pro-RE 

politicians, and RE companies.  Other efforts may include the education and promotion 

                                                 
15 P. Kotler  “Ten Deadly Marketing Sins:  Signs and Solutions”  (2004) 
16 E. M. Goldratt  “Theory of Constraints” (1990)  



of renewable energy to stakeholders, decision-makers, the media, and the population in 

general.  Influencing policy could be said to be the marketing task of renewable energy 

companies. 

(2) “Local Strategies” can be defined as thought out, concerted actions which are taken 
in response to emergent policies.  

 
These strategies can be looked at in a theory of constraints framework in that the factor 

limiting further development becomes the focus for improvement. 

 

1.6.3 Emergent Core Competencies  
 
Hamel and Prahalad (1990) created the concept of the core competency and defined it as 

something that a firm can do well that meets the following three conditions:  (1) it 

provides customer benefits; (2) it is hard for competitors to imitate; and (3) it can be 

leveraged widely to many products and markets.  They recommended that corporations 

identify their core competencies in order to clarify strategic advantage and receive insight 

on how to broaden market scope.  However, in the context of this thesis, core 

competencies are looked at as the core skills which a policy encourages companies to 

develop.  It has been shown that policy plays a role in the development of critical skills 

in wind energy markets.17  If policymakers can anticipate general competences created 

by their policies, it may help them to design policy.  

 

                                                                                                                                                 
 
17 N. Enzensberger et al.  “Policy instruments fostering wind energy projects—a multi-perspective 
evaluation approach”  (2002) 
 



1.7  Incentive Policies and Strategy 
 
Over the history of the wind energy industry, many different forms of incentive policy 

have been used.  Enzenberger et al. (2002) provide a list of the various policy 

instruments which have been used to provide incentives for wind energy development.  

Their classifications of these instruments are seen in the figure below. 

 

Figure 6  Classifications of Incentive Policy Instruments  

 
Source: Enzenberger et. al (2002) 
 
 
As can be seen in the diagram, legislative and non legislative measures have both been 

used.  However, it has only been recently that market demand has created a significant 
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pay more for electricity from renewable resources).  Construction incentives were 

originally used in Taiwan to promote investment, but they were not and have not 

traditionally been an effective means of stimulating wind energy development.  The 

three most successful policies:  fixed tariff, tendering tariff, and fixed quota are the most 

popular measures, and their use in Taiwan and China will be one of the main themes of 

this thesis.  The tendering tariff and fixed tariff are both “production incentives” in that 

a higher price is paid to the electricity producer by mandate.  The fixed quota creates a 

“pull” for electricity with its use of quotas, thus creating a “green” electricity market.  

China uses a system which is like this in name, but since no market has been created, 

some may argue that it is a control based system that forces large power producers to 

produce their own wind generated electricity.  These three incentive policies are 

discussed in further detail below. 

 

1.7.1 The Fixed Tariff System (Taiwan and Germany) 
 
In the fixed tariff system, the market price for wind energy is regulated directly by the 

government.  It is set at a fixed rate over a given amount of time, which provides 

security to windfarm developers.  An example of this is in Taiwan where wind energy is 

bought at the fixed rate of NT$2 per kilowatt hour of electricity.  There are currently 41 

countries with this type of policy worldwide.  According to a publication by Li et al. 

(2006), a fixed tariff policy usually prescribes the following guidelines: 

 
(1)  Clear price standards and calculating measure according to wind resources and 
technical standards 
(2)  An operational period 
(3)  Declining prices over time in order to encourage technical progress and market 



development 
 

However, as will be discussed later, in Taiwan the price started low and there is talk of 

raising it in order to facilitate the further development of wind farms.    

Theoretical strategy considering limited resource theory: 

For companies with the basic skills to build windfarms, the potential constraining factors 

are the ability to find developable land, the ability to get permission to build on that land, 

the ability to get the loans or funding needed to construct the project, and the ability to 

keep costs low enough to make a reasonable profit.  Companies are competing for the 

permission to build on limited land resources, and therefore should work as quickly as 

possible to secure sites for development. 

 

1.7.2 The Tendering Tariff System (China) 
 
In the tendering system, the government is responsible for selecting sites which are fit for 

wind farms, then holding a public bidding for the rights to build on the site.  The item up 

for bid is usually the fixed price paid for electricity per kW hour with developers 

competing for the lowest bid.  Since 2002 China has had this type of process.   

Li et al. (2006) acknowledge benefits from this method such as site specific pricing, 

and low price installation.  However, they also cite problems which emerged in England 

while they were using the tendering tariff.  These problems included companies with 

insufficient technology winning bids and being unable to finish projects and companies 

with bids that were too low abandoning projects because they were not profitable.  

Theoretical strategy considering limited resource theory: 

As with the fixed tariff system, the constraining factor is also the right to build on sites.  



However, the method of acquiring this right differs.  Since projects are awarded to the 

lowest competent bidder in the tendering tariff system, the strategic focus of the company 

should be on lowering costs to enable the lowest bid possible.  It should also focus on 

prediction of costs for various projects because margins are slimmer and miscalculations 

can be costly.  It should be noted that the search for land is not a part of this strategy 

because this work is done by other agencies. 

 

1.7.3 The Fixed Quota System (USA, UK, and China) 
 
The fixed quota system mandates that electricity providers or large power producers 

produce a certain percentage of their electricity from green sources.  This creates a 

“pull” mechanism so that a demand for renewable energy is created.  They can either 

produce the energy themselves or acquire “green certificates” which renewable energy 

producers are given for producing “green” electricity.  The actual electricity is sold at 

the market rate, but the renewable energy producer can sell the certificates to make an 

additional profit.  Some countries have created a stock market like forum at which these 

certificates are traded.  Currently 32 countries have implemented this type of system. 

Theoretical strategy considering limited resource theory: 

The focus of a company under this system also depends on how the sites are acquired.  

Normally in a fixed quota system, companies are free to conduct searches for land.  This 

would produce a focus similar to that under the fixed tariff system.  However, in China 

the fixed quota is used in conjunction with the bidding system.  This puts added pressure 

to compete on price. 

 



1.7.4 Summary 
 
The policies in Taiwan and China as pertains to focus of competition are summarized in 

the table below. 

 

Table 2  Comparison of Policy and Focus of Competition in Taiwan and China 

Policy Country 
Constraining 
Resource 

Focus of 
Competition 

Fixed Tariff Taiwan Site Acquisition Land leases, permits 
Tendering 
Tariff China Site Acquisition Bidding price 

Fixed Quota China Site Acquisition 
Bidding price (in 
China) 

 

1.8 Hypotheses Derived from Previous Research 
 
This hypothesis evolved from the idea that different types of government policies can 

produce different strategic focuses which in turn influence the outcome of the policy.  It 

was previously proposed in Menanteau et al. and is discussed further in Chapter 2.  It is 

possible to derive predictions from this hypothesis in the case study analysis of the 

incentive policies of Taiwan and China.  Based on this hypothesis, the predictions of this 

thesis were threefold: 

 

1. The emergent strategic focuses of companies in Taiwan and China would be very 
different.  This would be evidenced by differences in price and amount of 
development. 

 
2. The strategic focus of companies under the fixed tariff system in Taiwan would 

be on land.  This would be shown by a larger amount of windfarm development 
activity than China. 

 
3. The strategic focus of companies under the tendering tariff system in China 

would be on price.  This would be evidenced by a lower price per kWh in 



China. 
 

The first hypothesis prediction was found to be correct.  However, the second and third 

predictions are the exact opposite of expectations.   

Development: 

China’s market is developing at breakneck speed.  At present, wind farm projects 
planned or awarded via tenders in China have a combined power generation 
capacity of 10 GW.  The construction of these projects will put China at double its 
2010 goal.  Taiwan on the other hand recently lowered its 2010 goal of over 2 GW 
to just over 1 GW because of a lack of market activity. 

 
Price: 
 

The price paid for wind energy in Taiwan is relatively inexpensive at about US 6.1 
cents per kWh.  Although the average price paid at the federal auctions in China 
was similar to that of Taiwan (about US 6.2 cents), the level of development at the 
local level is four times the scale and lifts the average to about 7.5 cents.   

 

These results are summarized in Table 3 below. 

 

Table 3  Hypotheses and Results 
 Criteria Results Data  
Hypothesis #1: 
Different Policies will 
produce different 
strategic focuses 
which will in turn 
influence industry 
development 

Different average 
prices paid per 
kWh and different 
amount of 
development in 
terms of GW 
capacity 

Price difference:  
1.4 cents per kWh or 23%   
Development difference:  
9.4 GW or 1666%  
 
 

Supports 
hypothesis 
 
 
 

Hypothesis #2: 
The strategic focus on 
land will cause more 
development in 
Taiwan 

More 
development in 
Taiwan than 
China in terms of 
GW capacity 

China:  
10GW (200% of 2010 goal)  
Taiwan:  
0.6GW (28% of orig. 2010 
goal) 

Contradicts 
hypothesis 
 
 

Hypothesis #3: 
The strategic focus on 
price will cause a 
lower price in China 

Lower price paid 
per kWh in China 
than Taiwan 
 

China average:   
US7.5¢ per kWh  
Taiwan set price:  
US6.1¢ per kWh 

Contradicts 
hypothesis 
 

 



1.9 The True Determinants of Development and Price 
within the Fixed Tariff and Tendering Tariff 
Systems   

 
It was found that the actual differences in market development depends less on the choice 

of incentive method, and more on (1) the decided price for electricity in the fixed tariff 

system as seen in Taiwan; and (2) the amount of land being offered in the auctions as 

evidenced in China.  The final determinant of the price paid for electricity depends on 

the set price of the government in the fixed tariff system, and the level of bidding 

competition in the tendering tariff system.  This is discussed further in later chapters. 

 

1.10 Other Evidence of Strategic Focus  
 
Nevertheless, there was evidence of a focus on price reductions in China and land 

acquisition in Taiwan.  In Taiwan there was the occurrence of conflicts over land rights 

and some companies expressed an inability to find new land.  However, in Taiwan it 

was also seen that there was a focus on price reduction.  This also makes sense within a 

Theory of Constraints framework because the cost of site development also determines 

the amount of projects available at the required ROI.  These findings are discussed in 

more detail in later chapters. 

 


