Wind Power Industry Remains in High Gear
by Gene Fry
	March 27, 2006 - The global wind energy sector experienced another record year in 2005.  At year end, the world’s total installed wind power capacity stood at 59,322 MW, a 25% increase from 2004.  This is roughly 3% of the world’s electric generating capacity.  Because the power of the wind varies with the cube of its speed, the varying distribution of wind speeds across the hours of the year leads to wind power capacity factors that are only a third to a half of those for most thermal power plants.  Thus, wind turbines installed to date are capable of generating about 1% of the world’s electricity demand.  However, wind power keeps growing rapidly, so that global installed wind capacity doubles every 3-4 years.
	The impressive expansion rate of the global wind energy market has attracted major players from the conventional fossil fuel, power and finance sectors.  Numerous international companies and institutional investors have chosen to invest in the wind sector in recent years.  These include Shell, General Electric, ABB, Siemens, AES, Florida Power and Light, Bridgepoint, Allianz, Englefield Capital, and Babcock & Brown.  Denmark's Vestas is still the market leader in the fast-growing industry for wind energy.  It has been at the center of takeover speculation for several years.  Industrial conglomerate Siemens and GE Wind, a subsidiary of General Electric, have been expanding their presence in the sector.  Other players include Spain's Gamesa and Germany's Enercon.  China is now building wind turbine manufacturing plants.  Though still generally considered costlier than coal-generated electricity, the cost of wind power continues to drop as larger multi-megawatt turbines are developed and improved.
	According to the Global Wind Energy Council (GWEC), “Manufacturing wind turbines and their components offers major employment opportunities, often building on existing engineering skills and raw materials.  In rural areas, wind energy can bring investment and jobs to isolated communities; hosting wind turbines provides farmers with a steady income while allowing them to continue grazing or cropping their land.  In the developing world, stand-alone wind turbines offer a potential electricity supply to millions of people remote from a grid connection.  And even without its clean credentials, wind power - unaffected by fuel price rises - presents an important opportunity to diversify away from potentially volatile sources.”  See http://www.gwec.net.
	According to the GWEC, 11,769 megawatts (MW) of wind power were installed in 2005.  This is a 25% increase in world wind capacity in a single year.  The increase is up from 8,207 MW added in 2004, which was itself a 21% increase from the previous base.  The 2005 wind power additions represented US$14 billion worth of new generating equipment, also an increase of 25% over 2004, according to the new figures released by the GWEC.  If these growth rates hold, wind could provide 6-7% of the world’s electricity within 10 years.  An industry survey indicated that strong growth is expected to continue, with total installed capacity more than tripling by 2014.  This indicates that wind power’s compound average annual growth rate will slow to 18%.  See http://go.reuters.com/newsArticle.jhtml?type=scienceNews&storyID=11450370.  The survey by the German Wind Energy Institute found that the industry expected to add 210,000 MW over the next 9 years.  This is comparable to the total electric generating capacity of Germany or Japan.  The industry survey showed expected near-term growth rates of 16% in Europe, but as much as 73% outside Europe.
	On the increase front, in 2005 the United States led the world with 2,431 MW of new installed capacity, enough to power 680,000 (almost 0.6% of) U.S. households per year.  Next came Germany, with 1,808 MW of new installed capacity (enough to power 3% of German households).  Third came Spain with 1,764 MW (enough to power 7% of Spanish households).  India was fourth with 1,430 MW, Portugal fifth with 500 MW (power for 10% of Portuguese households!), and China sixth with 498 MW.  New players such as Portugal and China are gaining ground.  See www.ens-newswire.com/ens/feb2006/2006-02-23-04.asp.
	On the total stock front, Germany leads the world with 18,428 MW of total installed wind capacity, followed by Spain with 10,027 MW, and the United States with 9,149 MW.  In 2005 India, with 4,430 MW, overtook Denmark (3,122 MW) as the fourth largest wind market in the world.  Italy, the UK, the Netherlands, China, Japan and Portugal have also reached the 1,000 MW mark of installed capacity.  This figure is thought to be critical for sustained market growth.  Wind power development will continue its boom in the near future, due to more expensive oil and gas, plus the need to limit emissions linked to global warming.
	GWEC Chairman Arthouros Zervos said, "The overall picture confirms that the right political framework is crucial to sustain the growth of wind power around the world and to open new markets…. Some 48 governments have already introduced laws and regulations to support the development of renewable energies, but this effort needs to be increased if the benefits of wind energy are to be reaped around the world."  Zervos explained that without political support, wind energy is at a competitive disadvantage, due to distortions in the world’s electricity markets created by decades of massive financial, political and structural support to conventional technologies. "Wind energy offers more that just power," Zervos said. "It has the potential to support economic development, improve the security of energy supply, mitigate hydrocarbon price volatility, create jobs, and contribute to substantial CO2 reductions."
	Europe is still leading the market, with over 40,500 MW of installed capacity at the end of 2005, representing 69% of the global total.  In 2005, the European wind capacity grew by 18%, providing nearly 3% of the European Union’s electricity consumption in an average wind year.  "The European market has already reached the 2010 target set by the European Commission of 40,000 MW, five years ahead of time," said Christian Kjaer, the European Wind Energy Association’s policy director.  "By 2010, wind energy alone will save enough greenhouse gas emissions to meet one third of the European Union's Kyoto obligation," Kjaer added.  In recent news, CEO Harald Dirdal of Norwegian development company Havsul announced plans to build the world's largest wind park off the west coast of Norway.  Havsul plans to bring its $2.4 billion, 1500 MW wind park online in 2010-2011 if it wins concessions from the Norwegian government and a common green certificate market is established.
	Other regions are starting to catch up with Europe. The growth in the European market in 2005 only accounted for about half of the total new capacity, down from nearly three-quarters of new capacity in 2004.
	The American Wind Energy Association (AWEA) says the United States was able to add so much capacity in 2005 due to the current 3-year window of stability in the federal incentive for wind energy, the production tax credit.  Wind installations varied widely in previous years, depending on whether the tax credit had been renewed by Congress in time to create investor confidence in building new wind farms.  Leading American wind states are California with 2150 MW, Texas with 1995, Iowa with 836, Minnesota with 744, Oklahoma with 475, New Mexico with 407, Washington with 390, Oregon with 338, Wyoming with 288, Kansas with 264, Colorado with 229, New York with 186, Montana with 138, Pennsylvania with 129, and Illinois with 107.  See www.awea.org/projects/.  Update: US MWh from wind increased 45% from 2005 to 2006.
	Led by India with 1430 MW of new wind capacity (up 48%), in 2005 Asia accounted for 20% of new wind power installations.  China installed nearly 500 MW of new wind capacity in 2005, more than double the 2004 figure, in anticipation of the country’s new Renewable Energy Law, which went into force on January 1, 2006.  "Thanks to the Renewable Energy law, the Chinese market has grown substantially in 2005,” said Li Junfeng of the Chinese Renewable Energy Industry Association.  According to China's project list, 2,000 MW of wind capacity could be installed by the end of 2006.  China’s wind power goal is 5,000 MW by the end of 2010.  Meanwhile, the largest wind park in Southeast Asia is at Bangui Bay near the northern tip of Luzon island in the Philippines.  There NorthWind Power Development Corp. operates 15 wind turbines, each generating 1.65 MW.
	The Australian market nearly doubled in 2005, with 328 MW of new installed wind capacity, bringing the total up to 708 MW.  "The 2007 implementation of a state based market mechanism and a commitment by state governments to establish an emissions trading scheme will provide financial incentives to continue this growth," said AusWind CEO Dominique Lafontaine.
	Meanwhile, in 2005 Canadian wind capacity increased by 235 MW, or 53%.  Said Robert Hornung, president of the Canadian Wind Energy Association, "2005 will be remembered as the year Canada first started to seriously exploit its massive wind energy potential."
	Led by Egypt, Morocco, and Tunisia, the young African market saw steady growth, with twice as much wind power installed last year as in 2004.  Now Africa has 300 MW of total installed capacity, including 85 MW added in Egypt alone during 2005.

