Cost of Renewable Energy: It’s Less Expensive Than We Think 

In addition to providing energy, renewable energy projects are healthier for our citizens, are less harmful to Michigan’s unique natural resources, and help weaken the effects of climate change. So what is the premium, the additional price compared to fossil fuels, which we need to pay to utilize renewable energy and realize these additional benefits? In today’s world, the answer can be: not much. 

Renewable energy production costs have been dropping steadily and for a variety of reasons. Improved technology has helped the production process of projects from solar to wind run more efficiently and utilize less expensive materials. Economies of scale, created by the rapid growth in the industry in the past decade, has helped to lower costs and spur such cost-saving innovation. Governments and private investors have also helped to grow the industry and so improve economies of scale. In essence, the costs of building and maintaining renewable energy projects are dropping and such costs are dropping at a faster rate than even experts in the field previously contemplated. 

Many renewable energy projects are less expensive to build than coal. Initial capital costs have been an inherent issue with renewable energy because most of the costs of renewable energy projects are incurred upfront during the building stage. Once the project is built, the energy source, such as wind or sun, is essentially free. Unlike renewables, the true cost of coal is spread out over time. The coal plant is built, and coal will then be purchased over the lifetime of the plant. Yet, even with these differences in financing, some renewable projects still have less upfront costs than new coal plants. Wind, geothermal, and hydropower all have less initial capital costs than a new power plant. The U.S. Energy Information Administration (EIA) is an independent and impartial energy information provider that collects, analyzes, and disseminates information on energy and energy markets. In the EIA 2012 Annual Energy Outlook, the EIA estimated that the capital cost per kilowatt of a new coal plant will be around $2,844/KW compared to $2,437/KW of wind, $2,513/KW for geothermal, and $2,437/KW for hydropower.  Although the initial capital cost of solar PV has dropped, the EIA estimated the capital cost of new solar PV facility to be around $4,755/kw. See more information on the EIA website: http://www.eia.gov/forecasts/aeo/er/electricity_generation.cfm. This likely explains the popularity of contracted wind projects by companies such as DTE in Michigan. 
Many renewable energy options also produce energy at a less expensive KW/Hr (kWh) everyday than traditional fossil fuels.  The EIA’s early released 2013 Annual Energy Outlook estimates that a variety of renewable energy sources will be less expensive than fossil fuels. The report estimates that coal will cost 10 cents/kWh, onshore wind 8.7 cents/kWh, and hydropower at 9 cents/kWh. Natural gas combined cycle is estimated to cost around 6.7 cents/kWh while natural gas combined cycle with the recommended carbon capture and storage (CCS) technology will cost around 9.3 cents/kWh. These estimates do not take into account state or federal incentive programs that may exist. For instance, existing federal tax incentives could make the renewable energy numbers even lower. 
Although natural gas may in some circumstances be less expensive than renewable energy, we can still refer back to the initial point: are we willing to pay some small premium for the multitude of benefits renewable energy provides? If we are, renewable energy may still be a better bargain for our dollar. If we are not willing to pay even a small premium for new renewable energy, and we are only willing to look at the cost per KW/hr some renewable energy options, such as wind, are still a cheaper option for taxpayers than coal. It is time to be honest and recognize that renewable energy is not an expensive, unattainable goal. Renewable energy is better for our communities and it can also be better for our wallets. 
