
Chapter 2 
 
RELATED WORK & BACKGROUND  

 
 “If a man does not know to what port he is steering, no wind is favourable to him.” 

– Seneca (5 BC - 65 AD) 
 
 

2.1 Research on Wind Energy Policy 
 
There are a number of reports covering the effects of government policy on wind farm 

development.  The works of Menanteau et al. (2003) and Lewis and Wiser (2007) are 

discussed in detail below.   

 

2.1.1 Incentive Policy Comparison 
 
A number of reports have given comparative analyses of the various types of incentives.  

Menanteau et al. (2003) compared the tendering tariff system with the fixed tariff system 

using examples from European countries.  They came to the conclusion that “a system 

of feed-in tariffs is more efficient than a bidding system”.  They found that:  (1) 

although bidding systems are ineffective in stimulating renewable energy development, 

they are more cost effective; and (2) fixed tariff systems effectively stimulate growth, but 

can be costly.   

 
In terms of installed capacity, price-based approaches have given far better results…The 
difference can be explained by the attraction of fixed prices, which project developers see 
as ensuring a safe investment with better predictability and a stable incentives framework, 
as well as by the lower transaction costs for each project. [Emphasis added] 



 
 
The application of the word “fixed prices” here is not meant for individual projects 

(tendering systems also bid for fixed long term prices), but rather a fixed price for the 

entire market.  In theory this will provide security for company expansion.  The secure 

marketplace theory is expanded upon: 

 
The considerably lower purchase prices obtained through bidding systems under the 
pressure of competition limit the margins with respect to risk and thus result in much 
more limited installed capacities. 
 
 
The argument expressed is that companies with a surplus of money will be able to 

finance expansion, and therefore the market will expand more quickly.   

All of the above conclusions were evidenced with experiential knowledge.  The 

lower efficiency of the fixed tariff system was shown by a comparison of Germany and 

the UK.  

  
Table 4  Comparison of Average Price Paid for Energy from Windfarms  
  1993 1994 1995 1996 1997 1998
Germany € 0.091 0.091 0.091 0.089 0.089 0.086
U.K. no data € 0.076 no data no data 0.057 0.045
Source: Menanteau et. al (2002) 
 

The example given for the relative efficiency of the fixed tariff over bidding systems is a 

comparison of the development done under the former incentive policies of France, 

Ireland, and the UK which show a marked inferiority in terms of size to other European 

countries with fixed tariff or fixed premium systems (see table below). 

 

 



Table 5  Comparison of Installed Capacity  
Incentive Country Installed Capacity in MW (2000) 
Feed in Tariffs     
  Germany 6113 
  Spain 2402 
  Denmark 2297 
  Total 10812 
Bidding Systems     
  United Kingdom 409 
  Ireland 118 
  France 79 
  Total 606 
Source:  Menanteau et al. (2002) 
 
 

The comparison of Taiwan and China in this thesis is a direct contradiction of both of the 

theories of Menanteau et al.   

(1) The argument that the fixed tariff system causes faster development is contradicted 

by the fact that Taiwan has not been able to keep up with its renewable energy goals, 

and China has.  Since the 2003 report was written, China has used the bidding 

system approach to rise to become the 6th leading country in terms of installed wind 

power capacity.  Moreover, in 2006 it was the 5th leading country in terms of 

installed power and had the largest percentage gain of the top 10 countries.18  At 

the same time, Taiwan has had to nearly cut its goals in half for lack of investment. 

(2) The argument that the average price paid per kilowatt hour in the tariff system is 

contradicted by the fact that China’s average price paid per kilowatt hour is 23% 

higher than the standard rate paid by Taiwan.  

These findings are consistent with the view expressed by Reiche and Bechberger: 

                                                 
18 Global Wind Energy Council Website  “Statistics”  (visited 7/25/07)  
 



There is no ‘natural’ superiority of any instrument because the success depends on the 
respective framework conditions in the individual Member State on the one hand and the 
specific style of the used promotion models on the other.        
 
 
Despite their conclusions, Menanteau et al. express a similar theoretical framework in 

their introduction: 

 
In theory, there should be no such difference, since bidding prices established at the same 
level as feed-in tariffs should logically give rise to comparable installed capacities. 
 
 
One has to look at a web of influencing factors in order to fully grasp the impact of any 

type of incentive policy.   

 

2.1.2 The Reasons for the Differences in the Findings of  
Menanteau et al. and this Thesis 

 
The reasons for the differences in the amount of land developed can be explained using 

the Theory of Constraints.  The constraining factor in a market with a fixed tariff is the 

price paid per kWh.  This price determines the how high the ROI will be for all sites 

within a country.  Therefore, a higher price will raise the number of projects which have 

a sufficient ROI to merit pursuit, and thus, overall development will be increased.  

 It is the view of this thesis that the reason for the high amount of development in 

Germany, Spain and Denmark during the 1990’s when Menanteau et al.’s study was done 

was the high price set by the government for wind generated electricity.  The motivation 

for this high price may have stemmed from (1) the desire to become world leaders in 

environmentalism and sustainability, and (2) the desire to promote and develop “green” 

industry.  Germany and Denmark have since become world renowned for their “green” 



policies, and all three countries have developed thriving local wind energy industries, 

whose companies now dominate the global market.   

 It was also found that the reason for the low amount of development in Taiwan was 

the low price paid per kWh for wind generated electricity.  The reason for this low price 

may stem from the desire of the government to protect consumers against high energy 

prices.  There are regulations in Taiwan which limit the price which can be charged for 

electricity and petroleum.  This is supposedly done to stimulate the economy and win 

favor with the public.  The low price may also have been due to an overestimation of 

Taiwan’s wind resource.  The price was calculated using a high estimate for wind 

availability.   

 Conversely, the constraining factor in a market with a tendering tariff system is the 

number and size of the sites up for auction.  Judging by the amount of development 

occurring in England during the period of Menanteau et al.’s study, there were only a 

limited number of sites up for bid.  The reasons for this may have been the negative 

reaction of the public to the requisitioning of land and the desire of the democratic 

governments to please special interest groups.  For example, in England there are a large 

number of anti-wind energy groups which claim that wind turbines ruin the natural 

beauty of the landscape.  A politician which promoted a large amount of wind farm 

development under this type of system would be exposed to negative publicity campaigns 

from these groups. 

 In China, the government is much bolder in its land requisition.  As shown in 

Chapter 5, land requisitioning has also produced protests by the public in China, but the 

government’s reactions to these protests has been very severe as seen in the case of the 



Guangdong massacre. 

  

2.1.3 Stimulation of Industry 
 
Upon examination of the global wind turbine market, Lewis and Wiser (2007) have found 

that in many cases, there is “a clear relationship between a manufacturer's success in its 

home country market and its eventual success in the global wind power market.”  They 

go on: 

 
The market is expected to double over the next 4 years, and it is this perceived potential 
for future growth and the rapid growth rates to date that are causing many governments 
to look toward developing domestic wind technology manufacturing industries. 
 
 
National and sub-national governments have therefore been establishing policies “to 

promote the construction of new wind power installations and some have developed 

targeted policies to specifically encourage local manufacturing of large wind turbine 

technology.”   

Historically, most of the leading large wind turbine manufacturing companies in the 

market have been rooted, at least in part, in wind power technology research and 

development that began in the late 1970s, most notably in Denmark, the Netherlands, 

Germany, and the United States.   

 
Countries that were not part of the first group of innovators have used different strategies 
to foster the development of their own domestic large wind turbine manufacturing 
companies, including establishing joint ventures and transferring turbine technology, and 
creating incentives or mandates for overseas manufacturers to establish manufacturing 
facilities within their borders. 
 
 
The success of manufacturers from Denmark was found to have been rooted in first 



mover advantage.  However, Lewis and Wiser posit:  

 
The dominance of Denmark as a wind industry base is waning as countries like Germany 
and Spain, with larger exploitable wind resources and with higher electricity demands, 
show that stable, supportive government policies to promote wind energy utilization can 
be critical to both creating a market for wind and initiating the rise of local 
manufacturers producing world-class turbines. 
 
 
This relationship between home market size and global success is shown by the graph 

below.   

 
Figure 7  Home Market Size vs. Installed Global Capacity for WT Manufacturers 
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Source:  Lewis and Wiser (2007) 
 

As will be discussed later, the promotion of wind turbine manufacturing industries was 

attempted in both China and Taiwan, but only China’s large market was sufficient to 

entice investment. 



2.2  Background of Wind Energy Policy in Taiwan  
 
Taiwan is one of the most densely populated countries in the world and requires over 33 

gigawatts of electric capacity.  Over 97% of Taiwan’s fossil fuel resources must be 

imported because of a lack of supply locally.  In 2004, 74% of electricity generation 

came from conventional thermal sources, while 22 percent came from nuclear and 4 

percent hydroelectric.19  Taiwan is very vulnerable to problems in the international 

energy market because of its high reliance on other countries resources and the fact that a 

large amount of its imported coal comes from China.   

After the second international oil crisis in 1979, the government of Taiwan began 

commissioning research on wind energy applications with the eventual hope of 

diversifying of energy sources.  Research and development was conducted in the 1980s 

and wind turbines with capacities of 4, 40, and 150 kW were constructed.  Two 100 kW 

machines were installed on a remote island off the west coast of Taiwan in 1991 for 

demonstration purposes.  The operation of both machines was halted in 1993 as a result 

of excessive capacity in comparison with the small local electricity demand, as well as of 

the problem of turbulence at the site.20 

In response to the Kyoto Protocol adopted in December 1997, Taiwan convened the 

National Energy Conference in May 1998.  One of the most important conclusions of 

this meeting was to increase the share of renewable energy in Taiwan’s total energy 

supply, up to 3% by 2020.  After the Democratic Progressive Party (DPP) defeated the 

Kuomintang (KMT) in 2000 wind power was promoted more thoroughly.  The DPP 

                                                 
19 The Encyclopedia of the Earth Website  “Energy profile of Taiwan”  (Updated February 2007) 
20 C. D. Yue et al.  “A transition toward a sustainable energy future: feasibility assessment and 
development strategies of wind power in Taiwan”  (2001) 



supported the development of clean energy such as wind and solar and steered away from 

nuclear power which had traditionally been favored by the KMT.   

The original wind energy promotion was in the form of a direct subsidy which fell 

under the “Statute for Upgrading Industries” (SUI) passed in 1990.  The assistance 

incentive was set up with a maximum grant of NT$ 16,000/kW or half of the price of 

total installation cost.21  However, projects were considered to be for demonstration 

purposes only, so the amount of development this incentive allowed was limited.   

 In 2002, the “Basic Environment Law”, built on the concept of sustainable 

development, was passed in order to establish a path for Taiwan to become a “Green 

Silicon Island”.  At the same time, the “Renewable Energy Development Bill” was 

proposed in the Executive Yuan to establish a fixed tariff payment system, but was not 

passed.  The following excerpt from a 2003 Taipei Times editorial22 exemplifies the 

mood at the time:  

 
For the sake of Taiwan's sustainable development, we call on both the ruling and 
opposition parties to stop their meaningless infighting and pass the [Renewable Energy 
Development Bill] (再生能源發展條例) into law as soon as possible in order to speed up 
the initiation of renewable energy development for the benefit of an early creation of a 
nuclear-free homeland. 
 

The statute has still not passed due to a lack of dialogue between the parties over this 

issue combined with ongoing disagreements over the price to be paid for wind energy and 

other renewable energies.  

                                                 
21 W. T. Tsai, Y. H. Chou  “Overview of environmental impacts, prospects and policies for renewable 
energy in Taiwan”  (2005) 
 
 
22 Taipei Times  “Germany's nuclear policy a model”  (2003) 
 



Although the statute has not yet been passed, the state owned enterprise, TaiPower, 

has signed a contract establishing a fixed tariff payment to wind development companies 

(the details of the formation of this policy will be discussed further in chapter 4).  The 

agreed price for electricity generated by wind farms is NT$2 per kWh.  The price is 

based on estimations of the cost of wind farm construction in conjunction with a wind 

availability of 28% (see Appendix D) and a return on investment of 5%. 

 

2.2.1 Wind Potential in Taiwan  
 
Winds are squeezed between the Central Taiwan Mountain Range in Taiwan and the 

Wuyi mountain range in China, accelerating through the Taiwan Straight.  This provides 

a world class wind resource on the Western coast of Taiwan.  Yue et al. (2000) published 

a paper in which Taiwan’s potential wind resources was estimated to be 1667 MW 

capacity for onshore development and 2333 MW capacity for offshore wind, for a total of 

4000 MW.23  This estimation was one of the considerations when the goal of 2160 MW 

installed capacity was set for the year 2010.  However, as of January 2007, only 148 

MW had been commissioned and 435 MW awarded franchise.  This has prompted a 

decision to lower the 2010 goal by nearly half.  Among the considerations for this 

decision are the difficulties the state owned power producer, TaiPower, has had finding 

new sites to construct wind farms.  Other considerations concern typhoons which often 

creep around the southern coast of Taiwan into the Taiwan Straight.  These typhoons 

have the power to knock down wind turbines, making the construction of offshore 

                                                 
23 C. D. Yue et. Al 
 



windfarms very risky.  Several wind turbine manufacturers have projects to develop 

“typhoon-proof” wind turbines.  However, these turbines will not be available for 

several years.   

 

2.2.2 InfraVest 
 
VWind AG was started in 1996 in Germany where “green” policies had already 

promoted the highest installed wind energy capacity in the world.  At that time many 

wind energy companies were already established and competing for land rights to the 

best sites to place windfarms.  However, many areas in the rest of the world contained 

untouched markets.  VWind’s vision was to be an international corporation utilizing 

experience attained in the German market to spread wind energy to other areas of the 

world.  VWind AG is a multidomestic wind energy development company with its  

 

Source:  Infravest Website (accessed 7/25/2007) 

 

headquarters in Germany and 130 employees worldwide (see Figure 7).  It has created 

an international portfolio of numerous wind energy projects in different stages of 

Figure 8  Infravest Multidomestic Structure  



development.  

While measuring wind speeds along the coast of China, InfraVest realized that 

Taiwan’s winds were “very good”, and decided to take efforts to establish themselves 

there.  VWind AG’s Taiwan branch, InfraVest, is one of the company’s largest branches 

with 45 employees.  

InfraVest finances its operations through loans from German and Danish banks.  

These banks are familiar with the wind energy industry and see it as having a favorable 

risk return rate.  For this reason InfraVest has found it easy to finance its operation 

despite its negative ROI.   

 

2.2.3 TaiPower   
 
TaiPower is a state owned energy company established in 1946.  It currently holds a 

monopoly over the national power grid.  This monopoly extended to all areas of power 

supply until the mid-1990’s when the government opened the construction and 

management of generator plants to other businesses.  TaiPower traditionally operated 

exclusively in older forms of power generation, and was known to favor the expansion of 

its nuclear power program, an area that the country led the world in terms of cost of 

production.  

TaiPower is a large hierarchical state owned enterprise with a complex list of 

departments, sub-divisions and branches.  These divisions are presided over by the 

president and vice president who in turn answer to a board of directors.  Like many 

Taiwanese state owned enterprises, there are several scholars sitting on the board who 

help influence the direction of the company.  They also are influenced by the Ministry of 



Economics who provide them with funding.  

Although TaiPower is a very large company with big targets for wind energy 

generation, this is not reflected in the size of the wind energy planning department, which 

is made up of five full time workers.  Although TaiPower had participated in a few pilot 

wind energy projects in the past, when the department was setup employees had very 

little experience in wind energy compared to InfraVest. 

 

2.3  Background of Wind Energy in China 
 
China is currently the second largest energy consumer in the world (after the United 

States) consuming 460 GW in 2005.  Its energy consumption is projected to continue 

growing at an average of 4.3 percent per year through 2025.24  If by 2050 its population 

peaks at 1.6 billion and per capita energy use reaches the world average, it will be adding 

the generating capacity of Canada every four years.25  Its 2005 energy needs were met 

as follows:  coal use accounted for 68.7%, crude oil accounted for 21.8%, natural gas 

2.8%, while hydroelectricity represented 6.7%.26  Wind power currently produces less 

than one percent of China’s total energy production.  

Because of its long coastline, China has a large amount of land which could be 

developed into windfarms, and even more offshore area which could be used for these 

means.  According to estimates by the China Meteorological Administration, proven 

wind energy reserves in China could total as much as 3,200 GW.27  Although this study 

                                                 
24 DOE, EIA  “China Country Analysis Brief”  (2004) 
25 Asia Times  “China in an energy quandary”  (2003)  
26 China Daily  “Coal to remain top energy source for China”  (2005) 
27 WorldWatch Institute  “China's Wind Energy Potential Appears Vast”  2005  
 



may have been overly optimistic, a recent survey by the Solar and Wind Energy Resource 

Assessment project for the United Nations Environment Program (2006) giving more 

accurate measurements also showed high wind energy potential.  This study covered 

vast areas of eastern China with a resolution of one square kilometer.  This study found 

804,945 km2 of potential in Eastern China alone.  These statistics indicate that wind 

energy has the potential to play a large role in China’s future energy production. 

 

2.3.1 The History of Wind Energy Policy in China 
 
Lema et al. (2007) have given an excellent summary of China’s 20 year wind power 

development history.  They divided this history into three distinct periods:  the “initial 

phase” (1986–1993) in which wind energy “was expanding very slowly with disjointed 

policy making”; the “incremental phase” (1994–1999) in which the energy authorities 

were in dispute over the strategy and “launched conflicting policy initiatives with poor 

results in wind energy output”; and the “coordinated phase” (2000–2006) in which a 

coherent renewable energy agenda and policy regime for the wind power sector was 

developed.  Their findings are summarized below. 

 

2.3.1.1 The “Initial Phase” 
 
The “initial phase” of wind energy development in China began only 8 years after the 

reform process of the Chinese economy had begun.  The energy sector had remained 

largely unchanged at this point. 

 



Grid connected wind energy in China began with the Seventh 5-Year Plan (1986–1990) 
when four 55 kW Vestas turbines were imported in 1986 and erected in the Rongsheng 
province…the institutional backdrop of this phase of wind energy was an electricity sector, 
which was centrally planned through government projections of consumptions and quota 
allocations to predominantly thermal power plants. 
 

During this period, the “fragmented authoritarianism” of separate and distinct hierarchies 

“produced inter-ministerial competition and disjointed policy making” because 

ministerial units had “separate missions and equal levels of authority.”  Wind energy 

growth was “very modest” and “unsteady”, but assessments of wind energy potential 

were made during this period. 

 

2.3.1.2 The “Incremental Phase” 
 
During the “incremental phase” the view on renewable energy had “started to change as 

environmental burdens started to influence politics.”  (For an overview of some of 

China’s environmental problems, see Appendix F).  The first record of a cohesive plan 

for wind energy was in 1994, when the Ministry Of Electric Power (MOEP) issued the 

“Strategic Development Plan for Generation of Wind Energy in China 2000 and 2020”.   

 
“The plan set a strategic goal of 1000 MW in installed wind capacity for the year 2000 
and also defined goals for the development of wind at regional level.  Later the same 
year, a detailed regulation from the ministry… obliged utilities to purchase all electricity 
from wind farms…[and] introduced a fixed tariff for wind energy based on repayment of 
construction costs and interests plus a ‘reasonable profit’ of 15%”   
 

Thus, the first official incentive in China was a fixed tariff method, although neither this 

nor the obligation to purchase had had status of actual laws with clearly defined punitive 

measures.  In 1996 the “Program for Development of New and Renewable Energy 



Sources in China 1996–2010” took the place of the first plan.  Goals were reduced 

because of doubts of the MOEP’s ability to govern the emerging sector.  One of the 

problems with this had to do with the coordination of the three Commissions which sat 

above the MOEP in the hierarchy. 

 
The SPC was in charge of approving large scale projects, but increasingly sought to 
support local manufacturing.  The State Economic and Trade Commission (SETC) was 
in charge of domestic enterprise and technology development.  The State Science and 
Technology Commission (SSTC) was in charge of R&D projects and technology transfer 
from abroad.  However, there was no clearly defined division of labor between the three 
agencies.  Instead, they were competing for authority to allocate funds for renewable 
energy projects and only loosely coordinated their policies towards the emerging sector 
 

Another problem had to do with the organizations like the state owned China State Power 

Corporation which both bought and produced energy.  This corporation preferred to 

purchase its electricity from cheaper coal generated sources and tried to find ways around 

developing windfarms.  Authorities “apparently lacked the ability to force them to 

increase the utilization of wind.” 

At the same time the State Development and Planning Commission (SDPC) carried 

out a “Ride the Wind” program in which local manufacture of wind turbines was 

promoted.  Two companies emerged from these policies, but both failed.  This was in 

part due to the SETC lowering the import tax on wind turbines from 6-12% to complete 

exemption.  This type of conflict typifies the lack of cooperation between organizations 

during this period.  Lema et. al summarizes the incremental phase as “progressive in 

terms of installed capacity” (200 MW were installed during this phase), but “unsuccessful 

in terms of stimulating local manufacture” (97% of installed turbines were imported). 

 



2.3.1.3 The “Coordinated Phase” 
 
By 2000, many officials believed in the importance of renewable energy to the future.  

“The most significant” initiative to address the problems described above took place in 

2002 with power sector reform.  

 
CSPC was inclined to purchase electricity from its own power plants only and thereby to 
ignore national regulations.  Partly for this reason, the government announced a reform 
in 2002 with the intent to dissolve the CSPC and relocate its assets. 
 

Transmission was separated from generation.   

 
On the transmission side, two nationally owned grid corporations—the State Grid 
Corporation of China and China Southern Power Grid Corporation—were founded.  
On the side of electricity generation, the productive assets of the dissolved CSPC were 
divided among five newly formed power groups which were to form the back-bone of 
generation in the Chinese power sector:  Huaneng, Huadian, China Datang 
Corporation, Guodian and China Investment Group. 
 

At the same time, two authorities in this area, the State Development and Planning 

Commission (SDPC) and SETC were combined to form the more powerful National 

Development and Reform Commission (NDRC).  The NDRC was to play the key role 

in wind development planning.   

The value added tax (VAT) on renewable energy was greatly reduced to stimulate 

development, but officials knew that more was needed to really create a renewable 

energy market.  To accomplish this, the “Wind Power Concessions Model” was 

introduced in 2002 and effectuated in 2003.  This model, which is essentially a 

tendering tariff system, is still in use today.  However, it is also used in conjunction with 

renewable portfolio standard (RPS) requirement to the large state-owned power 

producers and grid operators.  This requirement obliges producers with over 5 GW in 



total installed capacity to ensure 5% wind power share in their energy portfolio by 2010.  

The corresponding RPS for 2020 is 10%. 

 
To put this simply, the NDRC regulates the wind power market through the concession 
model so that power companies are compelled to produce wind power and grid 
companies are compelled to buy it. 
 

In 2004, “in order to induce foreign companies to establish production in China” and 

“achieve long-term equipment cost reductions”, local content requirement was made 

conditional to participating in concessions.  This mandated that the wind turbines used 

in Chinese windfarms contain 70% parts which were manufactured in China.   

These policies and their intended effects are shown in the figure below. 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

Figure 9  Policies Under Administration by the NDRC 

 

 

The main features and selection criteria of the Chinese Concession Model 2006 are given 

in the table below. 

 
 
 
 
 
 
 
 
 

Wind Turbine  
Manufacturers 

Foriegn or  
Small Local  
Developers 

Grid Companies

Tendering System with  
Long Term Contracts: 

to incentivize windfarm  
development and provide long 

term price security to all 
parties

Large Local 
Developers  

(Former CSPC) 

70% Minimum Local Content:
to stimulate the growth of local 

manufacturing companies 

Wind Energy Quota: 
To make certain that grid  

companies purchase electricity 
 and that local companies 

 pursue wind energy 



Table 6  Chinese Concession Model 2006 
Main concession features Selection criteria 
Competitive bidding based on three 
selection criteria (see right hand column) Lowest kW h price offered 

A 25-year power purchase agreement with 
regional grid companies 

Share of local content (50% in 2003; 70%
in 2004) 

A mandatory market share for developers Size and sophistication of wind turbine 
technology (at least 600 kW) 

Large-scale tenders of minimum 100 MW Financial viability of the project 

Regional government is responsible for the 
access road to the wind farm 
Power grid companies are responsible for 
transmission lines 
Source:   Lema et al. (2007) 
 

“The Energy Law”28 was drawn up in 2005 and implemented into law in 2006.  This 

marks the first official law pertaining to renewable energy.  The law focused specifically 

on market development “in the sense of formalizing the demand structure of the 

concession projects.”  References to the tendering tariff system are not made, which 

allows for changes in its implementation for the future. 

 

2.3.2 China’s Wind Energy Policy Controversy  
 
Shortly after the Renewable Energy Law was implemented, Li et al. (2006) released a 

report criticizing the current incentive system.  The report was published and supported 

by the Chinese Renewable Energy Industry Association (CREIA), the Global Wind 

Energy Council (GWEC), and Greenpeace.  In it they state:   

 
                                                 
28 renewableenergyaccess.com  “The People's Republic of China (Full Text) Authorized 
Release: The Renewable Energy Law”   
 



Wind developers, investors and manufacturers, both at home and abroad, have serious 
doubts about the current wind pricing policy and consider (sic) that it does not pave the 
way for the continued rapid development of the technology.  Of particular concern is 
that the new law continues the policy of deciding the grid connected power price through 
a public request for tenders.  This is deterring potential investors. 
 

The reason given for the deterrence is the very low prices at which the auctions have been 

won.  They provide detailed records of past auctions and the bids won by companies at 

the four annual auctions since the process began.  An examination of the records 

provided (see Table 7) shows that the federal auctions (listed as “concession projects”) 

have been won at a much lower price than the auctions at the local level.  This is 

because the five companies which used to form the China State Power Corporation have 

been dominating these auctions.  The large companies’ presence in local auctions is 

much less felt. 

 

 

 

 

 

 

 

 

 

 

 

 



Table 7  Chinese Wind Farm Bidding Rates 
Local Wind Farm 
Projects Grid Price Federal Wind Farm Projects Grid Price

Inner Mongolia Zhuri 0.592 Jiangshu Rudong 0.437 
Inner Mongolia Huitengxile 0.592 Guangdong Huilai 0.501 
Inner Mongolia Shangdu 0.592 Rudong II 0.519 
Inner Mongolia Xilinhaote 0.629 Jilin Tongyu 0.509 
Hebei Zhangbei 0.984 Inner Mongolia Huitengxile 0.382 
Xinjiang Dabancheng I 0.400 Jiangsu Dongtai 0.488 
Xinjiang Dabancheng II 0.660 Jiangsu Dafeng 0.488 
Liaoning Donggang 0.915 Gansu Anxi 0.462 
Dalian Hengshan 0.900   
Zhejiang Cangnan 1.200   
Hannan Dongfang 0.560   
Guangdong Nan 'ao 0.740   
Zhenneng 0.620   
Dannan 0.460   
Fujian Dongshan Zhaishan 0.460   
Gansu Yumen 0.730   
Jilin Tongyu 0.900   
Shanghai Congming 0.773   
Inner Mongolia Dali 0.657   
Source:  J. F. Li et. al (2006) 

 

The explanation given by Li et al. for this follows: 

 
The decision to make the lowest bid has encouraged companies, especially state owned 
enterprises, to commit to an unreasonably low price in order to win the contract.  In the 
process they have either overestimated the wind resource and electricity generation or 
underestimated the cost of the wind turbines and maintenance. The result has been a 
project from which they will be unable to make an unreasonable return.  
 

A further analysis of the strategy taken by these five companies is shown in chapter 5. 

 


