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Research on the Financial Policy of Renewable

Energy’ s Development

Abstract; Renewable energy is clean energy, the use of renewable energy to supplement
or replace conventional energy can protect and improve the environment. Renewable energy are
directly or indirectly from the sun or the energy generated by the Earths interior. It can be re-
cycled and sustainable, and it’ s an ideal power source for the human social and economic de-
velopment. Therefore, governments attach great importance to the development of renewable
energy. However, there are some problems in the development of renewable energy, such as,
Technological is backward, Enterprise Behavior is irregular, and the development of renewable
energy is bad. The existence of the above problems resulted in delayed development of renew-
able energy. Therefore, what means were taken by the Government, how to promote renewable
energy healthy and rapid development become a significant proposition. In such a large back-
ground, based on the research of the documentation, the status of financial policy on renewable
energy development, the problems how to use financial policy to solve in the renewable energy
development process, and the effect of renewable energy financial policy in China was analyzed
deeply.

First of all, jumped out from the traditional ideas of finding the reasons in the technical
backwardness and financing difficulties, etc, with the development status of renewable energy
in China, the causes of delay of renewable energy development were analyzed from the perspec-
tive of the theory of rent, and a basic point of view which promotes renewable energy develop-
ment by increasing the rents of renewable energy was proposed.

Secondly, the paper holds that financial policy is the most important way to increase the
rent of renewable energy. Through the analysis of the two macro — policy to promote the renew-
able energy development, the principles of financial policy to promote renewable energy devel-
opment is clear; Then it analysises the feasibility of financial policy applies to renewable energy
development. It thinks that enewable energy sources in line with the implementation of finan-
cial policy. The financial policy of renewable energy promotes the healthy development of socio
— economic by optimizing the energy structure, and stable energy supply and reduce pollution
emissions; laterly, it analyzes the financial policy of renewable energy features. On this basis,
throuth the effect analysis on renewable energy financial policy in some developed and develo-
ping, it found some experience with reference significance of formulating renewable energy fi-
nancial policy. Finally, to our country, for example, it build renewable energy financial policy
framework. In the framework, the paper explored the objectives, principles, main contents and

. 3.
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policy evaluation index system of renewable energy financial policy, and further discussed how
to implement the coordination and convergence between renewable energy financial policy and
other industrial policy.

Thirdly, this paper solve the three main issues in the enewable energy development
process by financial policy. the first is to build an financial policy mechanisms to promote re-
newable energy technology advancement. It explains the three main performance of renewable
energy technologies bottleneck ; the contribution rate of renewable energy technologies is low,
the accumulation of technology is less and the constraint of technology for renewable energy de-
velopment is significantly, then analysis the stage of development of energy and the technical
characteristics of renewable energy by the perspective of dynamic mechanism. Further pointed
out that the uncertainty of renewable energy technological progress exists constrainted the devel-
opment of new products of renewable energy, investment, also affected the profits of renewable
energy enterprises. In order to solve this problem, it analyzes the relationship between Govern-
ment$§ financial policy and the various factors lead to uncertainty in the R&D, and build a re-
newable energy financial incentives model. it provides a guideline which science develope poli-
cies that will promote the progress of renewable energy technologies, by studying the different
incentives applicable to different conditions; Second, it’ s analyzed financial policy which reg-
ulate behaviores of renewable energy enterprises. there is a phenomenanon in enterprises, such
as malicious depressed prices, invested passively and delay the construction etc, Financial
subsidies to renewable energy sources commonly used in pricing policy, under the pricing poli-
cy used commonly in renewable energy sources financial subsidies. This paper argues that this
irregular phenomenon is a rational choice made by enterprises, based on maximize their own
interests. Then, the paper analyzed the renewable energy finance policy — makers — Govern-
ment and the policy objectes — companies by cost — benefits theory. to Chinas wind power
concession bidding, for example, the behaviories of the government and enterprises before and
after the bidding has been analyzed deeply by game theory, base on both costs and benefits. Tt
theoreticaly revealed the source of speculation of renewable energy companies, and further
pointed out the contradictions between the rational decision made by individual enterprise and
the development of the whole industry. Then it analyzes the errors of renewable energy financial
policy — making, and gave policy recommendations on how to regulate the behavior of enterpri-
ses; The third is to build a financial policy mechanisms to protect fairness and efficiency of re-
newable energy development. In order to formulate renewable energy sources financial policy
more scientificaly, it had speculated costs and prices of traditional fossil fuels and renewable
energy from a longer period of time that in order to grasp right intensity of financial support for
renewable energy from the trend. On this basis, combined with Pareto theory, the principles
which the renewable energy financial policy achieve the efficiency has been discussed. Then,
the paper discussed the damages to energy consumption of future generations made by the mis-
takes of renewable energy financial policy by irreversible theory, and further explored how to a-
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chieve the inter — generational equity on energy consumption by the idea of Pareto improve-
ment. Finally, based above analysis, the paper explored the implementation mechanism on the
balance between efficiency and equity in renewable energy financial policy.

Finally, the effect of renewable energy financial policy in China was evaluated and some
policy recommendations were put forward. the evolution of renewable energy financial policy in
different development stages of energy in China was sorted, thereby grasp the trends that efforts
of China$ renewable energy financial policy was strengthened over the years. Then, Chinas re-
newable energy financial policy effects was analyzed by the view of pace of development, size
and structure, and the existing problems of renewable energy policy in China were found, and
the causes of the problem were analyzed. Finally, some suggestions on improving Chinas re-

newable energy financial policy were provided.

Key Words: Renewable Energy; Financial Policy; Technology Advancement; Fairness

and efficiency; Evaluation
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