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Abstract

The German Renewable Support Act (EEG) has proven to be a very effective
instrument to achieve the renewable electricity targets in Germany. However, the
recent increase of the EEG levy from 3.6 €ct/kWh in 2012 to 5.3 €ct/kWh in
2013 has sparked the discussion about the future of design of the German
renewable support scheme. Our simulations show that without reforms the EEG
levy will further increase by 1.7 €ct/kWh until 2022. To reduce the costs while
keeping the ambitious renewable targets we analyse two types of interventions:
first, we consider reforms within the curtent EEG framework and second
complete revision of the EEG. We find that significant savings can be achieved
within in the current EEG framework. Our simulation results show that
technology neutral feed-in tariffs can lower the EEG levy by 0.6€ct/kWh until
2022. We furthermore discuss the switch from feed-in tariffs to direct marketing
of renewables in a quota or premium system. An efficient power market design
requires that renewable generation face competition by conventional generation.
At the same time further savings of at least 0.1€ct/kWh can be obtained. In the
long run the question arises whether investment incentives into renewable
generation will come from the European trading scheme (EU ETS).

All quantitative results in our study are derived by an intertemporal optimisation
model which determines future capacity development of renewables in Germany
until 2035.
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