





Barriers and Enabling Policy (2)

Crossing the ‘Valley of
Death’

— Substantial investment is
required but significant risk
and uncertainty

— Public R&D cannot drive
forward, and demand pull
is weak

— Financing gap cannot be
filled by capital markets

— Innovative policy support
mechanisms are required

Buying down the learning
curve

— Requires combination of
technology push (R&D
support, Public-Private
Risk Sharing) and demand
pull (Feed in tariffs, RPS)
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Technology Evolution and Financing

» Small money
* Technical risk
* No returns

* Public funding
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Indicative positioning of
marine energy technology

Source: Technology Innovation and Climate Change Policy: an overview of issues and
options, Michael Grubb, Keio Journal of Economics (adapted)




Case Study: Wind Energy in Denmark

Nearly 50% of global installed wind energy capacity utilises turbines produced by
Danish manufacturers and 90% of output from Danish manufactures is exported

Industry success has been achieved through a finely tuned strategy that has evolved
over time to changing industry circumstances
Wind Power - Capacity and Share of Domestic Electricity Supply
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Case Study: Wind Energy in Denmark (2)

Industry Support Initiatives

— Long term energy planning and the commitment to ambitious long term
targets

— Research and development - Consistent and significant investment in
fundamental wind energy research since 1976

— Excellence in wind turbine certification
— Capital and operating subsidies

— Mandates to electricity utilities

— Tax incentives

Ingredients for success

E3

Long term policy signals based on long term planning

Range of policy measures that simultaneously addressed players at different
points of the value chain

Policy has adapted to changing circumstances
Development of ‘technology cluster’

Ensuring the international competitiveness of technology suppliers by not
subsidising their activities
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Marine Energy Deployment in New Zealand

* Accelerating the commercial deployment of Marine Energy
requires demand ‘pull’ policy — which is forthcoming in Europe. In
the absence of such policies, commercialisation will be difficult
until the technology has moved down the cost curve

— The £42m UK Wave and Tidal Stream Energy Demonstration Scheme
which forms a key part of the £50m UK Marine Renewables Deployment

Fund offers capital grants of up to £5m for any single project plus revenue
support at 10p/kWh for 7 years

— In Portugal, revenue support is available at 23 Eurocents/kWh for projects
over 12 years post-commissioning (average industrial electricity price is
around 8.2 Eurocents/kWh)

« What is New Zealand’s comparative advantage in this sector, and
how can it be leveraged? What role could it play on the global
stage?

 What role will marine energy play in New Zealand’s future energy
mix, and over what timeframe?
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blue energy
taking the
plunge






