How Long Should Higher Wind and Solar Costs Last?
by Dan Gearino
Jan. 20, 2022 – For more than a decade, companies that wanted to buy wind and solar power got to enjoy the fact that the prices for renewable energy got cheaper almost every year.
Then, prices began to rise in some places; the trend became clear by the end of 2020.  It was easy to dismiss this as a mere blip, due to economic disruption caused by the pandemic.
But prices continued to increase in 2021, and I’m wondering how long this is going to last.
“We’re in particularly weird times,” said Ben Serrurier, a manager in the carbon-free electricity practice at RMI, the research and advocacy group.  He said price increases aren’t surprising, considering the high demand for renewable energy and the many challenges that developers are facing in trying to build projects to generate it.
The prices reflect rising costs and high levels of uncertainty for the wind and solar developers offering the contracts, said Rob Collier.  He is vice president of developer solutions for LevelTen Energy, a Seattle company that runs an online marketplace for buyers and sellers of renewable energy.  “What we’re seeing in the market is a huge surge in demand” for wind and solar from buyers, he said.  “At the same time we’re seeing a shortfall of viable projects to meet that demand.”
Prices being offered by developers selling U.S. wind and solar contracts rose 15.7% in 2021 compared to the prior year, reaching $36.30 per MegaWatt-hour.  That’s according to the P25 index produced by LevelTen, released this month as part of the company’s quarterly report on national and regional price trends.
Wind and solar projects are facing delays because of shortages of raw materials, bottlenecks in international shipping, and a backlog of applications for grid connections with regional grid operators, the report said.
Developers also are having to deal with more challenges to obtaining state and local building permits, sometimes in the form of counties passing ordinances restricting new projects.  Indiana is one of the places this is happening.  County ordinances that restrict projects are being adopted in large swaths of the state, as I reported last year.
Federal policy is another factor.  In 2018, the Trump administration imposed tariffs on imported solar cells and panels.  The U.S. International Trade Commission is recommending that the Biden administration extend the tariffs for an additional 4 years.
Some of the causes of the price increases could go on for a while.  A good example is the grid operators’ backlog, which could take years to resolve in some parts of the country.
But Collier sees a hopeful story as well, which is that demand for wind and solar remains strong, even with higher prices.  For example, the Clean Energy Buyers Association, a group of corporate giants like Amazon and Google, made agreements to buy 7.88 GigaWatts (GW) of renewable energy capacity in the 1st 3 quarters of 2021.  That was on pace to match the record of 10.63 GW from 2020.
The buyers of wind and solar contracts include corporations, governments, or any other entities that want the reputational and financial benefits of renewable energy.  The financial benefits come from the way long-term contracts for renewable energy can serve as a financial hedge against volatile electricity market prices.
Another leading source of price data for wind and solar is the Lawrence Berkeley National Laboratory.  It showed, in its most recent reports, that wind and solar contract prices had leveled off, after years of declines, and were rising in some places.
Recent price increases are jarring, considering that, from 2009 to 2021, the average price of U.S. solar power contracts fell by about 15% per year, according to the lab’s data.  Wind power contract prices also had steadily fallen between 2009 and 2018, with the exception of an increase in 2015.
Prices fell during the 2010s largely because manufacturers found ways to cut costs through economies of scale, which led to less expensive wind and solar components.  At the same time, developers gained their own economies of scale by building larger projects, among other factors.  The result was lower prices.
Those years cover almost my entire time covering the business of energy, a period when the decreasing prices of wind and solar fueled the idea that a transition to clean energy could be done affordably.
I also learned not to over-react to short-term price changes, which is useful in times like these.
How long will this last?  I asked the experts.  “I think, at least for the next couple quarters, we’ll be in the same state of the world where we are now, and we won’t see major (price) declines,” Collier said.
Serrurier was reluctant to predict what’s ahead for pricing, but he did feel confident that the market remains strong.  “It’s still a growth market and growth markets can have dislocations in bringing supplies online, even in normal times,” he said.
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