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Renewable Energy Economics

Renewable Energy Economics

Renewable Energy Economics is a branch of economics that focuses on the economic aspects of renewable
energy sources. It involves the analysis of the costs and benefits associated with the production,
distribution, and consumption of renewable energy. This field examines the financial viability of renewable
energy projects, as well as the policies and regulations that impact the development of renewable energy
sources.

Related Terms:
- Energy Economics: The study of the production, distribution, and consumption of energy, including both
renewable and non-renewable sources.
- Renewable Energy: Energy derived from natural resources that are replenished on a human timescale, such
as sunlight, wind, and geothermal heat.
- Energy Policy: Government policies and regulations that influence the production and consumption of
energy, including renewable energy sources.

Renewable energy economics plays a crucial role in the transition to a more sustainable energy system. By
analyzing the costs and benefits of renewable energy sources, policymakers and investors can make
informed decisions about the allocation of resources. This field also helps to identify barriers to the
widespread adoption of renewable energy and develop strategies to overcome them.

One of the key concepts in renewable energy economics is the levelized cost of energy (LCOE), which is a
measure of the average cost of generating electricity from a particular source over its lifetime. The LCOE
takes into account the initial investment, operating costs, and expected output of a renewable energy
project, allowing for comparison with other sources of energy. For example, solar and wind energy have
seen significant cost reductions in recent years, making them competitive with fossil fuels in many regions.

Another important concept in renewable energy economics is the concept of externalities, which are the
costs or benefits of an economic activity that are not reflected in the market price. When it comes to
renewable energy, externalities can include environmental impacts such as air pollution, greenhouse gas
emissions, and habitat destruction. By incorporating these externalities into the cost of energy production,
policymakers can create more accurate pricing mechanisms that reflect the true cost of different energy
sources.

Challenges in renewable energy economics include the variability of renewable resources, such as wind and
solar power, which can make it difficult to predict output and plan for energy generation. This variability can
also impact the economics of renewable energy projects, as storage and backup systems may be needed to
ensure a reliable energy supply. Additionally, the upfront costs of renewable energy technologies can be
high, although they have been steadily decreasing as technology advances and economies of scale are

Read online: https://learnuni.com/glossaries/3153378/renewable-
energy-economics

LearnUNI · 22 Jun 2026



G LO S S A RY

achieved.

Overall, renewable energy economics is a dynamic and evolving field that is essential for the successful
transition to a sustainable energy system. By examining the costs, benefits, and challenges associated with
renewable energy sources, economists can help to inform decision-making and policy development in the
energy sector. As renewable energy continues to grow in importance, the role of renewable energy
economics will only become more critical in shaping the future of energy production and consumption.
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