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German Feed-In Tariff

The German Solar Feed-In Tariff has resulted in Germany’s
preeminence in photovoltaics. In a matter of years, Germany has
installed 52% of the world’s total solar-electric capacity.
Despite relatively low “solar insolation” – about equivalent to
Anchorage, Alaska -- Germany has created a solar industry that
has attracted billions of dollars of public and private-sector
investment, and that currently employs 35,000 Germans who
work in all facets of solar R&D, poly-silicon manufacture, wafer
and cell production, and photovoltaic (PV) module assembly.

The year 1991 marked the inception of the “feed-in tariff” – a
mechanism whereby homeowners and businesses can feed as
much renewable electricity into the grid as they can and want.
At that time, and spurred by the European Union’s commitment
to climate protection and the Kyoto Protocol, the German
government legally regulated the “feed-in” of electricity from
independently generated renewable energies to the electric
power grid under the auspices of the Electricity Feed Act. The
law began the German solar revolution.

Then in April of 2000, the German government passed the
Renewable Energy Sources Law that provided highly attractive
incentives for different forms of renewable energy. The law
dramatically stimulated the German photovoltaic market. In
fact, it led to Germany’s solar capacity and worldwide
leadership. Unlike the “net metering” provisions that are
common in the United States, and that limit solar system size to
annual consumption of a particular meter, the feed-in tariff
allows for participants to maximize solar production at a
particular site. Furthermore, the rate is fixed for 20 years,
making the economics of each investment clear to investors and
clearly profitable for all participants.

In 2004, the EEG was further enhanced with an increased tariff
structure, resulting in the installation of 600 MW of
photovoltaics, followed by 750 MW in 2005 and 960 MW in
2006. For comparative purposes, total U.S. installations in 2006
were on the order of 140 MW, about 15% of the German total.
This case study presents a nation that has aggressively
developed a domestic solar electric market. And as a result of
Germany’s experience, other countries have instituted similar
tariff mechanisms. These include Spain, Italy, and South Korea.
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