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Question 4: What additional incentives might be needed in the United States to
encourage the development of offshore wind power?

From these European examples it is evident that on the federal level, the U.S.
lacks strong political commitment and effective promotional policies. Financial
incentives have playea the central role in encouraging renewable energy development
on the federal level, though the duration of those incentives, especially during tough
economic times remains questionable and ultimately undermines their influence. In the
long-run, promotional policies that encourage cost reductions in offshore wind power,
such as a system of competitive tendering of lease areas, will add to the technologies
cost competitiveness and lower the overall cost to society. Federal promotional
policies, in the form of a national renewable quota, a tendering system that provides an
expedited review process, or an environmental tax system would dramatically increase
the demand for renewable energy, facilitate responsible development of the industry,
and level the competition among clean energy generation and fossil fuels. While the
implementation of an additional tax on energy companies seems politically unlikely, a
national RPS and tendering system remains possible. National RPS targets can also
facilitate more long-term power purchase agreements from utilities, which aid in
financing agreements and help to reduce challenges associated with high capital costs.
MMS has outlined a possible tendering process within their recently released final
rules, however, the delay in finalizing those rules created a major roadblock to the
industry’s development. With formal regulations now in place and support from the

current administration, these advancements in federal policy can begin to take place.
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At the state level, Northeast/Mid-Atlantic states have done much to promote

offshore wind energy development. Some states such as Rhode Island and New Jersey

“have given special attention to offshore wind energy, thus creating the most favorable
political environment, while Massachusetts and Delaware offer more generic
renewable energy incentives. Because it is difficult for states to offer meaningful
financial incentives from a limited system benefit fund, strong promotional policies
currently appear to be the best option for states within the region. Regional
promotional policies can also help to spur larger federal policies.

While the MMS has begun to initiate interagency coordination, through the
signing of multiple MOUs with different departments, federal/state coordination is
also needed. Given the federal system of government in the United States, federal/state
coordination can help streamline the approval process through the use of joint reviews
or permitting. Federal/state coordination would also make it possible to provide the
most effective mix of promotional instruments. Clearly, the federal government has a
greater capacity to offer financial incentives on a scale useful to offshore wind energy
projects, and the states have already implemented a number of promotional policies,
combining them more effectively could synergize the impact of both strategies.
Further investigation into how federal and state promotional instruments could be
complementarily designed to increase their success would be helpful in determining
how best to support a U.S. offshore wind energy industry.

In summary, this study has shown that if the U.S. is to harness the vast
offshore wind energy potential off the Northeast/Mid-Atlantic coasts, changes in

federal policy are necessary. Foremost, political commitment for the industry needs to
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RO- Renewable Obligation

ROC- Renewable Obligation Certificate

RPS- Renewable Portfolio Standard

SAMP- Special Area Management Plan

UK- United Kingdom

URI- University of Rhode Island

USACE- United States Army Corps of Engineers
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