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ANNOUNCEMENT

Where Pol i t ics and Markets Meet

Married - with renewables
In a recent newsletter we confessed that lately we had been paying more 
attention to gas than to electricity in EER. In response, we got an email 
from Timon Dubbeling, an MA student International Energy Markets at 
the Institut d’Etudes Politiques (IEP) at SciencesPo in Paris and currently 
an intern at ENTSO-E, the European Nework of Transmission System 
Operators in Brussels.

Timon proposed to write an analysis of the challenges Europe is facing in 
integrating increasing amounts renewable energy into the power system - indeed, 
into the economic system. In a nutshell his message was: the honeymoon period 
for renewables is over.
 
We thought that was a good idea. The result we are presenting to you today.
 
Renewable energy has been a great success in Europe in the sense that massive 
government support has led to massive growth of wind and solar power in 
particular. But this honeymoon can hardly go on like this. First of all, governments 
are faced with the necessity of cutting back spending. Secondly, there is the 
‘technical’ problem that in some countries the power system itself can barely cope 
anymore with the highly variable input of the large amounts of solar and wind 
power. And thirdly, there is the ‘economic’ problem that subsidies are distorting the 
functioning of energy markets. In particular, they are undermining the profitability 
of conventional power stations, on whose output renewable energy is relying for 
back-up capacity.
 
And that’s not all there is to it. Thanks to the increasing interconnection between 
national power markets in the EU, electricity increasingly finds its way across 
national borders. As a result, national support schemes for renewables also more 
and more affect the markets of neighbouring countries. And since, unfortunately, 
EU member states all have different support schemes for renewable energy, the 
renewables revolution is increasingly distorting the functioning of the European 
power market as a whole.
 
To make matters worse, member states are now trying to cope with the challenge 
of renewables integration in different ways, by setting up different types of 
national capacity markets, which is leading to even further market distortions. The 
European Commission is alarmed about this development and is trying to find 
ways to do something about it.

The end of the honeymoon period 
for renewables
| By Timon Dubbeling

Electricity markets across Europe are experiencing a once-in-a-generation 
transformation, which is largely driven by the exponential growth of 
intermittent generation from renewable energy sources - solar PV and 
wind in particular. Although the rise of such renewables is both necessary 
and inevitable in the transition to a low-carbon economy, it is becoming 
increasingly difficult and costly to integrate them into the current power 
system. 

An increased market penetration of renewable energy sources necessitates more 
efficient management of supply and demand (c) The Earth Times

Inevitably renewable generators will be asked to play a bigger role in managing 
the impact their production has on electricity systems. In addition, they will have 
to deal with reduced financial support and legal prerogatives as policymakers 
will try to end their insulation from energy markets. The honeymoon period for 
renewables is ending, and their existence in electricity markets is bound to get a 
lot more challenging.
 
Last January, EU Commissioner for Energy Günther Oettinger addressed a 
Eurelectric conference stating that “no sector will be more deeply affected by the 
changes which a low carbon economy will bring than the energy sector - in particular 
electricity”. True enough, but what is also true, and less widely understood, is that 
there is no change that has a more profound impact on today’s European electricity 
sector than the rapid increase in renewables. Long-term network analysis by the 
European Network of Transmission System Operators for Electricity (ENTSO-E) 
suggests that by the end of this decade, 80 per cent of the bottlenecks in European 
power grids are directly or indirectly related to integration of renewable energy 
sources. n
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Resetting Gazprom in the Golden Age of Gas - 17 September 2012
Alan Riley thinks a bright future for Gazprom is very well possible - if it can reform its 
business model.

European climate policy must distinguish between East and West - 13 
September 2012
Friedbert Pflüger argues that the EU must take the needs and interests of Central and 
Eastern European states into consideration in its climate and energy policy.

What Brussels holds in store for the energy sector - 13 September 2012
Correspondent Sonja van Renssen presents an overview of the EU energy agenda.
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