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 Executive Summary 


The purpose of this thesis is a valuation of Vestas Wind Systems A/S. It was conducted based 
 on  theory  obtained  at  “Cand.  Merc.  Applied  Economics  and  Finance”  at  the Copenhagen 
 Business School. 


In  order  to  evaluate  if  Vestas  is  priced  correctly  a  strategic  and  financial  analysis  were 
 conducted.  Subsequently  forecasts  about  Vestas’  future  ability  to  create  Value  for  its 
 shareholders  were  made.  Finally,  using  the  previous  sections’  findings  as  input,  the 
 discounted cash flow model (DCF) and the economic value added model (EVA) were used to 
 derive  Vestas’  fair  equity  value.  Ultimately,  to  give  some  perspective  on  the  assumptions 
 used, a sensitivity analysis was provided. 


The  strategic  analysis  consists  of  a  macroeconomic  and  an  industry  analysis.  Within  the 
 former,  special  attention  was  given  to  the  political  framework,  as  it  was  judged  to  be  of 
 paramount  importance.  The  main  finding  of  this  section  was,  that  despite  of  the  current 
 situation  being characterised  by  high uncertainty  due to the aftermath of  the  financial  crisis, 
 the  European  debt  crisis  and  the  US  economy  struggling,  overall  political  commitment  and 
 support is good and levels of planned and expected wind energy capacity increases are high. 


The  industry  analysis  revealed  increasing  competition  within  the  industry.  Vestas’  market 
 share is believed to decrease to some extent, which in light of expected high market growth, 
 was deemed unproblematic. Especially the prospects of the offshore segment were  found to 
 be a major opportunity for Vestas. By and large Vestas’ strengths were assessed to outweigh 
 its  weaknesses.  Furthermore,  Vestas  was  seen  to  have  recognized  and  be  working  on  its 
 shortcomings.  


The financial analysis showed Vestas – like its peers – to be primarily affected by the external 
 conditions.  However,  it  was  determined  that  Vestas  is  taking  the  right  measures  to  adapt  to 
 the changed framework.  


The valuation yielded a fair share price of 155,5 DKK, which compared to the observed share 
 price of 79,65 DKK on November 9th 2011 was deemed a distinct undervaluation of Vestas. 


However,  the  estimated  share  price  was  derived  with  a  long-term  perspective  and  it  is 
recognised,  that  due  to  the  current  high  levels  of  uncertainty,  the  short-term  could  see 
stagnating  or  falling  share  prices.  Thus,  provided  a  value  investing  paradigm,  a  buy 
recommendation was given. 
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(6)1.0. Introduction 


The purpose of this master thesis is a valuation of Vestas. 


Vestas is one of Denmark’s 20 biggest companies.1 Nevertheless, Vestas is not only focused 
 on  Denmark  but  is  a  global  player  with  customers  in  65  countries  across  five  continents.2
 Vestas is solely focusing on the production of wind turbines and related services. 


The  aftermath  of  the  financial  crisis  can  still  be  felt  in  Denmark.  Growth  in  unemployment 
 was expected to peak in 2011, but as for now  is still rising.3 In the light of fragile economies 
 and uncertain market developments Vestas, within the scope of its 3rd quarter interim financial 
 report  2010,  announced  that  it  would  lay  off  3000  employees  to  account  for  adjusted 
 expectations.4  


From an investor’s point of view wind energy by itself is not yet competitive with respect to 
 traditional energy sources. The green-energy-sector worldwide is therefore highly dependent 
 on government subsidies.  


Due to the fact, that the world for the time being is in a financial crisis, governments have to 
 deal  with  reducing  debt,  partially  accrued  due  to  massive  stimulus  packages  during  the 
 financial crisis. This might lead to a dwindling will and commitment to support green energy 
 financially.  


The motivations behind this valuation of Vestas are many: 


 It is related to my line of studies “Applied Economics and Finance”. 


 Vestas is part of the “green-energy-sector”, which has been a continuous interest of mine. 


 The  forces  driving/influencing  Vestas’  business  are  manifold  and  interesting;  ranging 
 from  varying  costs  and  competition  for  raw  materials  to  dependencies  on  government 
 policies for example. 


 The tools and methods used in this paper will form part of my future work life.   


      


1 http://www. transnationale.org/countries/dnks.php 


2 http://www. vestas.com/en/about-vestas/profile.aspx 


3 http://www. ae.dk/analyse/nye-arbejdsloshedstal-hver-3-er-langtidsledig 


4 http://politiken.dk/newsinenglish/ECE1093261/vestas-sheds-3000-jobs/ 
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 1.1. Problem Statement 


This paper will seek to answer the following question: 


  “What is the fair value of Vestas equity (share price), as of 9th November 2011?” 


In order to answer this, a strategic and financial analysis will be conducted. The strategic and 
 financial analysis will provide the  basis  for  forecasts about Vestas’  future performance. The 
 forecasts results will then ultimately be used to provide inputs for the final valuation. 


To  do  this  in  an  orderly  and  systematic  manner  this  paper  is  structured  into  seven  main 
 sections. Each of these sections will contribute information and provide input to the valuation. 


Figure 1: Structure of Paper; creation by author 
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 1.1.1. Presentation of Vestas 


In  this  section  an  overview  of  Vestas’  history,  organization,  leadership  and  corporate 
 governance strategy is given. This information is supplemented with key accounting numbers. 


Corporate  governance  practices  and  organisational  structure  are  deemed  to  be  of  crucial 
 importance to gain and sustain investor interest, thereby directly impacting the market value 
 of  Vestas.  These  practices  will  be  compared  to  what  the  author  perceives  as  being  best 
 practice. 


1.1.2. Strategic Analysis 


This  section  aims  to  analyse  Vestas’  strategic  position.  This  will  be  achieved  by  focusing 
 mainly  on  external  factors  and  studying  how  Vestas  chooses  to  position  itself  to  yield 
 maximum return and utilize its core competences. 


Within the scope of the strategic analysis the following questions will be answered, amongst 
 others: 


  In which ways does the macroeconomic environment influence Vestas? 


  What are the key external factors influencing Vestas? 


  What are the main characteristics of the markets Vestas participates in; primarily with 
 respect to the political framework but also size, growth and market share? 


  How is Vestas positioned with respect to its competitors? 


  What are Vestas value drivers and core competences? 


Resulting out of the analysis it will be determined how Vestas can create value in the future. 


1.1.3. Financial Analysis 


The  financial  analysis  will  be  based  on  ex-post  data.  It  will  provide  an  insight  into  Vestas’ 


historical performance, profitability and risk profile. The  historic  analysis  will  be  conducted 
based  on  time  series  analysis.  Profitability,  growth,  risk  and  level  of  investment  will  be 
emphasised. The analysis will show if Vestas’ growth strategy is financially sound. 
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 Furthermore  a  peer  group  analysis  will  be  conducted,  comparing  Vestas’  financial 
 performance with its closest competitors. The financial analysis, combined with the results of 
 the strategic analysis, will form the basis of subsequent forecasts. 


Based on relevant financial measures and key ratios the following questions will be answered: 


  How has Vestas performed historically with respect to profitability, growth and risk? 


  How  does  Vestas  perform  compared  to  its  competitors  –  underperform,  match  or 
 outperform? 


1.1.4. Budgeting and Prognosis 


Using the results of the strategic and financial analyses as inputs, budgets and forecasts will 
 be created for Vestas potential strategy. To generate meaningful insight  this will  be done  for 
 the scenario that is deemed most likely/most realistic.  


Key questions for this section are: 


  What characterises the relevant scenario? 


  What assumptions are critical in the formation of the scenario? 


  What is Vestas’ potential strategy with respect to the scenario? 


  What are the key figures and results in the forecasts? 


1.1.5. Valuation 


Using  the  results  of  the  preceding  sections  as  inputs  the  actual  valuation  of  Vestas  will  be 
 conducted.  Different  valuation  methods  put  different  emphasis  on  certain  data.  Therefore 
 choosing  valuation  models  also  affects  the  results.  Hence  the  choice  of  models  needs  to  be 
 well founded and appropriate for the company in question. Each method will be discussed a 
 priori with respect to assumptions and pros and cons.  


To gain insight into the mechanics of the methods used and what changes in key assumptions 
of the most likely scenario would result in, a sensitivity analysis will also be conducted.  
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 Finally the valuation results will be compared to the actual, observed market value of Vestas. 


Key questions for the valuation are: 


  What assumptions are the chosen valuation models based on? 


  What are the pros and cons of the chosen models? 


  What parameter value do the key measures have? 


  Which variables are the valuation models most sensitive to, and how would changes in 
 them affect the results? 


The conclusion will be used to aggregate and  link each section’s  findings and place them in 
 perspective.  Finally  the  initial  question  of  the  problem  statement  will  be  answered, 
 subsequently resulting in a recommendation to buy, hold or sell Vestas shares. 


1.2. Models and Method 


According  to  theory  the  capital  market  is  efficient.  This  means  all  publicly  available 
 information  is  quickly  incorporated  and  reflected  in  the  share  price.  Although  I  generally 
 believe in the concept of market efficiency, I do not believe that the capital market is efficient 
 in the strong sense.  


One example of market inefficiency was for example the “dot com” bubble  around the year 
 2000.  However,  the  turmoil  and  high  volatility  that  could  be  observed  in  the  wake  of  the 
 financial crisis have reinforced my  doubts, which is why I deem a valuation of Vestas to be 
 relevant.  


To  evaluate  if  the  market  has  priced  Vestas  correctly  I  will  use  two  different  valuation 
 models: 


  Discounted Cash Flows (DCF) 


  Economic Value Added Models (EVA) 


As  a  basis  for  the  above  mentioned  models  in-depths  analyses  of  Vestas’  historical 
performance, strategic position and future growth opportunities will be used. 
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 1.2.1. Presentation of Vestas 


Both qualitative and quantitative measures will be used to present Vestas. The main goal is to 
 shed  light  on  what  kind  of  company  Vestas  is  and  what  the  main  value  drivers  are.  This 
 section will give a general understanding of whence Vestas comes and whither it is heading, 
 thereby  putting  the  following  analysis  into  perspective.  This  section  will  be  mainly 
 descriptive in nature. 


1.2.2. Strategic Analysis 


The aim of this section is to determine future growth opportunities. It will be used to gain a 
 broader understanding of how Vestas is positioned and what dependencies and structures are 
 prevalent.  The  starting  point  will  be  an  analysis  of  the  main  countries  and  markets  Vestas 
 operates in, and then to narrow it down to the industry level - always relating the analysis to 
 the consequences for Vestas at the company level. 


As a framework for the strategic analysis the following methods will be used: 


  Political, Economic, Social, Technical (PEST-Analysis) 


  Porters Five Forces 


  Product Life Cycle Analysis (PLC) 


The overall findings of this section will then be summarized and presented in form of a SWOT 
 analysis. 


 1.2.3. Financial Analysis 


Within the financial analysis, Vestas’ value drivers will be analysed from a financial point of 
view.  As  a  basis  financial  statements  will  be  used  to  identify  historical  trends  and  growth 
levels. For the sake of a more meaningful analysis the accounting data will be reclassified to 
some extent.  
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 As a framework for the financial analysis the following methods will be used: 


  Key financial figures (historic levels and trends) 


  Growths analysis 


  Risk analysis 


  Peer group comparison 
 1.2.4. Forecasts and Budgets 


As a large, listed Danish company, Vestas is being followed by numerous banks and brokers. 


To put my analysis into perspective, a number of brokers and their estimates as well as Vestas 
 own expectations will also be taken into consideration when forming the forecasts. 


The framework for forecasts and budgets will therefore consist of: 


  Prognoses made by Vestas 


  Prognoses and budgets made by chosen brokers 


  Prognoses and budgets made by myself (assumed to be correct) 


  Weighted Average Cost of Capital (WACC) 
 1.2.5. Valuation 


The  valuation  section  will  use  results  from  the  previous  sections  as  inputs.  The  goal  is  to 
 attain realistic estimates of market value and future earnings, cash flow, profit and loss (P&L) 
 and financial key ratios. 


The mix of valuation methods is chosen based on company structure and include: 


  DCF 


  EVA 


To estimate the influence of certain value drivers in the chosen methods a sensitivity analysis 
will be conducted. 
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 1.3. Delimitation 


The valuation of Vestas will be the result of a fundamental analysis from the point of view of 
 an  external  investor.  Hence,  it  will  be  conducted  solely  on  the  basis  of  publicly  available 
 information, as it is common for analysts. 


As an “information cut-off point” the 3rd quarter interim financial report, published on the 9th
 November  2011  will  be  used.  Therefore,  no  information  originating  after  this  date  will  be 
 used. 


Even though this thesis is written in English, numbers will be presented  in the European way, 
 i.e. a dot as thousands separator and a comma before decimals.  


As previously mentioned, the choice of appropriate valuation methods is crucial. Nevertheless 
 I will not attempt to present all possible techniques and will limit my discussion to the models 
 and methods decided upon and used. 


Explicit  forecasting  will  be  limited  to  a  relatively  short time  period  as  I  believe  that  longer 
 term  forecasting  is  too  inaccurate.  Especially  in  the  light  of  the  current  uncertain  macro- 
 economic developments and recent historic data being coined by the financial crisis, a longer-
 term explicit forecast is believed to be too unreliable to be of value to this paper.  


Vestas  is a global player. However,  some  markets are  more relevant than others  in terms of 
 value creation. Regarding the strategic analysis the focus will therefore be on markets that are 
 key in current or in the prospect of future growth and value creation.  


2.0. Presentation of Vestas 


The purpose of this section is to give an idea of whence Vestas comes, how it developed and 
 whither it is heading. 


2.1. Historic Overview 


Vestas  traces  its  origins  back  to  Mr.  H.S.  Hansen  who  in  1898  established  himself  as  a 
blacksmith on Denmark’s rural, windswept west coast. About 30 years later, Mr. Hansen and 
his  son  Peder  established  a  family  business  “Dansk  Staalvindue  Industri”,  making  steel 
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 window  frames  for  industrial  buildings.  Business  was  going  well  until  the  outbreak  of  the 
 Second World War and the accompanying rationing of metal supplies. 


After the war Peder Hansen and a few colleagues established Vestjysk Staalteknik A/S, which 
 was  soon  shortened  to  Vestas.  Initially  the  firm  had  ten  employees  and  50.000  kroner  in 
 assets.  Vestas  started  out  making  household  appliances.  In  the  1950s,  Vestas  became 
 international, starting to export its first goods – milk urn coolers. 


The next two decades are characterised by the development of new products, the expansion of 
 the business and a move towards becoming more export oriented. In 1968, Vestas adapted to 
 sudden  demand  for  hydraulic  cranes  for  light  trucks,  resulting  in  the  first  “real”  export 
 product, with 96 percent of the output being exported to 65 countries. 


During the 1970s Vestas started experimenting with wind turbines, initially in secret to avoid 
 ridicule.  In  1979  Vestas  installed  and  sold  its  first  successful  turbines.  However, the  design 
 was still flawed and the following years are characterised by the resolution of technical issues 
 and the subsequent start of mass production.  


In  the  beginning  of  the  1980s  legislation  in  the  USA  changed,  giving  tax  breaks  to  wind 
 energy  investors.  This  resulted  in  the  first  time  large  order  of  155  turbines  in  1981  and  a 
 follow-up  order  of  550  turbines  the  next  year.  Consequently  Vestas  grew  from  200  to  870 
 employees. This was an extraordinary jump in Vestas’ business volume. 


In  1985  Vestas  developed  the OptiTip  system  which  allowed  for  constant  regulation  of  the 
 blades’  pitch.  None  of  the  competitors  could  match  the  increase  in  efficiency  and  another 
 1200 turbines were ordered by Zond  in the USA. Due to changing subsidy regulations in the 
 USA,  the  deadline  for the  project  was  the  end  of the  year.  However,  the  shipping  company 
 went bankrupt, causing Vestas to miss the delivery deadline. When the turbines finally arrived 
 Zond  itself  was  in  financial  trouble  and  declined  to  accept  them.  Vestas  was  left  with  a 
 stockpile  of  turbines.  Furthermore,  Danish  government  subsidies  also  changed,  resulting  in 
 Vestas having to cancel a huge amount of orders on its home market and consequently  facing 
 financial problems.  


At this point the shift from family to professional business occurred. Creditors demanded four 
 out  of  seven  seats  on  the  board  of  directors,  leaving  only  three  to  the  Hansen  family. 


Furthermore, one of the important terms of this agreement was that Finn Hansen, the third son 
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 of the Hansen  family, should  no  longer  be CEO. Majority ownership  nevertheless remained 
 with the Hansens. 


In the course of the crisis Vestas went into suspension of payments. Parts of the business were 
 sold off individually until only the wind turbine parts were left. “Vestas Wind Systems A/S” 


was  “born”  -  with  only  60  employees.  Shortly  afterwards  Vestas  was  chosen  for  six  wind 
 energy projects in India, financed by a Danish state aid agency. 


During the 90s the newly focused company concentrated on technological innovation as well 
 as  penetrating  the  global  market.  Vestas  developed  the OptiSlip  system  which  allowed  the 
 grid  to  be  supplied  with  an  even  electrical  output.  One  of  the  first  offshore  wind-parks  was 
 built and more countries started to take wind energy seriously. 


1994 Dutch investment funds bought 83 percent of Vestas.5


In 1998 Vestas went public. Their IPO was on the Copenhagen stock exchange and the capital 
 used  to  boost  growth.  In  terms  of  Megawatts  installed,  Vestas  was  responsible  for  22,1 
 percent of the world’s wind power at this time. Revenue grew to 2.8 billion kroner that year. 


One  and  a  half  years  after  the  IPO  Vestas  entered  the  prestigious KFX  index  (today  called 
 OMXC20), which included the 20 most traded shares in Denmark. 


The  millennium  saw  the  biggest  order  ever:  1800  turbines  for  Spain  with  a  value  of  five 
 billion kroner. In 2001 General Electric entered the wind turbine market. 


In  the  following  years  up  until  the  mid-2000s,  Vestas  continued  to  work  on  improving  the 
 energy efficiency of the turbines and on  market penetration. In 2001 Vestas was selected for 
 the first large offshore wind farm in the North Sea – the Horns Reef project in Denmark. The 
 global  market  for  wind  energy  was  growing.  In  2004  Vestas  and NEG  Micon  -   the  third 
 biggest producer of wind turbines - merge, becoming world leader of the wind turbine market 
 and accounting for a market share of 32 percent. Aside of producing the turbines, transporting 
 and installing them then became a part of their service/business as well. 


Along  with  the  merger  new  management  was  installed.  Svend  Sigaard  resigned  and  Ditlev 
 Engel replaced  him as CEO. In 2005 the company announced its new strategy:  “The Will to 
 Win”  –  to  make  wind  a  competitive  energy  source  with  respect  to the  “traditional”  energy 


      


5 http://www. thiswritingbusiness.com/samples/samples_assets/UK_VestasGlobal0305.pdf 
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 sources of coal, oil and gas. Nevertheless, a weak US dollar as well as high steel prices were 
 putting pressure on the business. 


In 2006 Vestas opened  its first production facility in China, a blade factory. Sales increased. 


To  cope  with  high  repair  costs  a  division  of  engineers  solely  responsible  for  repairs  was 
 founded.   


2008  become  the  best  year  for  Vestas  so  far.  An  operating  profit  of  668  was  achieved  and 
 5,524 jobs were newly created.6


In  2009  the  financial  crisis  posed  a  threat  to  Vestas  and  renewable  energy.  Nevertheless 
 Vestas  announced  that  it  would  maintain  its  financial  goals  and  launched  a  new  turbine 
 model, the V112-3 MW, strongest in the 3MW class. By now it would take about 70 turbines 
 of the kind first built by Vestas to produce an output equivalent to one modern turbine.7


In  2010  Vestas  posted  first  and  second  quarter  losses  and  subsequently  reduced  its 
 expectations  due  to  a  diminished  European  demand.  As  a  reaction  they  announced  the 
 reduction of production capacity in northern Europe. Specifically, the closure of four facilities 
 in Denmark and one  in Sweden, where cost of  labour is  highest, were announced. All  in all 
 3000 employees will be laid off.8  


2.2. Organisation and Ownership 


The purpose of this section is to establish an understanding of how Vestas is build up. 


2.2.1. Corporate Governance 


Vestas  defines  corporate  governance  as  “the  system  used  to  lead  and  control  a  business”. 


They  see  it  as  largely  being  built  into  the  requirements  on  boards  laid  down  by  the  Danish 
 Companies Act.9 Nevertheless, they do not stop at fulfilling the regulations but also consider 
 best practice and other recommendations. Within this process they evaluate and comment on 
 the recommendations for good corporate governance by the Danish Committee on Corporate 
 Governance on an annual basis. 


      


6 http://www. vestas.com/en/about-vestas/history.aspx 


7 From the documentary "Vestas - når virkeligheden overgår fantasien", by Flemming Christensen 


8 Vestas 3rd quarter interim financial report 2010 


9 http://www. vestas.com/en/investor/corporate-governance.aspx 
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 The  recommendations  are  on  a  “comply  or  explain”  basis.  Vestas  complies  with  almost  all 
 recommendations, which is why I will focus on the two recommendations where they deviate. 


The first deviation is within the recommendations for the framework of the composition of the 
 board of directors. All in all the committee has 11 recommendations to the composition of the 
 board. Vestas only deviates in one subsection. Namely,  


“The committee recommends that the Executive Board and the Board of Directors establish a 
 procedure  whereby  the  collaboration  between  the  Board  of  Directors  and  the  Executive 
 Board is evaluated yearly through a formalized dialogue between the CEO and the Chairman 
 of  the  Board  of  Directors  and  that  the  result  of  the  evaluation  be  presented  to  the  entire 
 Board of Directors.”10


Instead  of  the  CEO  and  chairman  of  the  board  of  directors  having  a  formalised  dialogue, 
 Vestas’  board  of  directors  and  the  executive  management  evaluate  their  cooperation  once  a 
 year.  


The second deviation lies within the framework of recommendations for remuneration of the 
 members of the board of directors and the executive management: 


“The  Committee  recommends  that  the  annual  report  includes  information  about  the  total 
 amount of remuneration provided by the company or other companies within 


the  same  group  to  the  individual  members  of  the  Board  of  Directors  and  the  Executive 
 Management”11


Instead of giving information about the individual remuneration Vestas discloses information 
 about total remuneration to the board of directors and executive management, respectively in 
 the consolidated accounts. The board of directors receives a fixed cash remuneration, which is 
 approved by the annual general meeting. The executive management receives a compensation 
 package consisting of  a  fixed  salary, a  bonus and an option  scheme. The  salary  is  based on 


      


10 Corporate Governance 2009-2010, Vestas Wind Systems A/S’ comments on the Danish Committee on  
 Corporate Governance’s recommendations, p.15 


11 Corporate Governance 2009-2010, Vestas Wind Systems A/S’ comments on the Danish Committee on 
Corporate Governance’s recommendations, p.19 
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 market  level,  the  bonus  on  annual  results  and  the  option  scheme  focuses  on  employee 
 retention and long-term value creation. 


Condensed, the committee’s recommendations are comprised of 8 major sections with a total 
 of 68 “sub-recommendations”. Vestas only deviates in the two cases mentioned above. These 
 deviations  seem to be in line with what is perceived as good practice, and are hence deemed 
 minor. 


2.2.2. Organisational Structure 


For organisational charts that illustrate Vestas’ structure, the structure of Vestas’ production 
 business units and sales business units see appendix 12, 13 and 14 respectively. 


Vestas Wind Systems A/S is a Danish limited liability company. It is the holding company of 
 the  Vestas  Group.  The  management  of  the  company  and  the  group  is  controlled  by  the 
 company’s  articles  of  association,  the  Danish  Public  Companies  Act  and  other  applicable 
 Danish rules and regulations.   


The annual general  meeting  is the  supreme  management body of Vestas  Wind Systems  A/S
 and highest authority in all company matters.  


Vestas  is  structured  into  14  business  units,  reflecting  both  functionality  and  geographical 
 markets.  Each  unit  has  a  board  of  directors  and  a  president  responsible  for  the  operational 
 management of the respective unit. Vestas’ executive management is part of all units’ boards. 


2.2.3. Supervisory Board Composition 


At the general meeting the shareholders elect a Board of Directors. According to the articles 
 of  association  it  must  consist  of  at  minimum  three  and  at  maximum  eight  external  board 
 members.  Additionally  the  employees  elect  board  members,  in  accordance  with  the  Danish 
 Companies Act, amounting to half of the number of external directors. The external directors 
 are  elected  for  one  year  at  a  time  while  the  employee  representatives  are  elected  for  a 
 minimum of four years. 


At the moment Vestas’ board consists of 8 external directors and 4 employee representatives. 
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 Vestas has four board committees: 


  The Audit Committee 


  The People and Compensation Committee 


  The Manufacturing  and Excellence Committee 


  The Technology Committee 


The  committees  do  not  have  the  authority  to  make  independent  decisions  but  prepare 
 decisions and recommendations for approval by the entire board of directors.12  


2.2.4. Management Board Composition 


The board of directors appoints an executive management of one to six members out of which 
 one  is  appointed  Managing  Director.13  The  executive  management  is  responsible  for  the 
 operational  management  of  the  company,  observing  the  guidelines  and  recommendations 
 issued  by  the  Board  of  Directors.14  The  executive  management  is  also  responsible  for 
 presenting proposals regarding overall strategy, overall operating, investment and financing to 
 the board of directors. 


At the moment the executive  management consists of Ditlev Engel, president and  managing 
 director and Henrik Nørremark, executive vice president and chief financial officer.15  


2.2.5. Ownership Constellation 


Vestas is listed on NASDAQ OMX Copenhagen and has a free float of 100 percent. All shares 
 are equal with respect to ownership, voting and control rights.  


At  the  end  of  September  2011,  Vestas  had,  including  custody  banks,  165.714  registered 
 shareholders, equivalent to 92 percent of the company’s share capital. More than 41 percent 
 was held by Danish investors.16


      


12 http://www. vestas.com/en/investor/corporate-governance/board-committees.aspx 


13 http://www. vestas.com/en/investor/corporate-governance/articles-of-association.aspx 


14 http://www. vestas.com/en/investor/the-group/corporate-structure.aspx 


15 http://www. vestas.com/en/investor/corporate-governance/executive-management.aspx 
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 The  only  two  shareholders  reported to  have  a  larger  stake  than  five  percent  in  Vestas  were 
 Black Rock, Inc. and Capital Research and Management Company. According to the articles 
 of association shareholders with a share exceeding five percent of the company have the right 
 to call for extraordinary general meetings. 


2.3. Strategy 


“No.  1  in  Modern  Energy”,  is  how  Vestas  calls  its  strategy.  Already  being  market  leader 
 Vestas  aims  at  being  the  best  with  regard  to  customer  satisfaction,  wind  power  plant 
 performance, environmentally friendly production and safety standards. 


Financially Vestas prioritises on (1.) EBIT margin, (2.) Net working capital and (3.) Revenue. 


Hence,  the  overall  focus  is  on  profitability.  With  regard  to  its  customers  Vestas  aims  to 
 provide  the  lowest  cost  per  MWh  produced.  They  seek  to  be  reliable,  flexible  and 
 knowledgeable in order to increase customer loyalty. 


Out  of  their  position  as  market-leader  in  wind  power,  Vestas  wants  to  create  the  worlds 
 strongest energy brand.17


2.3.1. Mission 


“Failure is not an option”. 


With  this  mission  Vestas  conveys  its  ambition  to  constant  improvement  and  consistent  and 
 structured follow up of errors.  


Vestas  aims  to  implement  a  Six  Sigma  approach  to  quality  control.  This  method  was  first 
 developed by Motorola in 1986 and measures the percentage of defect-free products.18 Vestas 
 aims  to  achieve  a  six  sigma  rating  throughout the  entire  value  chain  by  2015,  equivalent to 
 99.99966  percent  of  the  products  being  free  of  defects  (or  statistically,  no  more  than  3.4 
 defects per million).19


       


16 Vestas 3rd quarter 2011 interim financial report, p.16 


17 http://www. vestas.com/en/investor/the-group/strategy/strategy.aspx 


18 Six Sigma, Geoffrey Tennant 2001 


19 http://www. vestas.com/en/investor/the-group/strategy/mission.aspx 
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 2.3.2. Vision 


“Wind, Oil and Gas”, is Vestas’ vision and expresses the aim to establish wind energy as an 
 energy source on equal terms with the traditional, fossil burning sources.  


2.4. Markets 


Vestas  is  a  global  player.  The  markets  where  it  is  present  are  at  different  stages  of 
 development and  have  varying  business environments. An especially  important  factor  is the 
 political backing, planning and subsidising of wind energy. Aligning supply to local demand 
 as well as emphasising the right markets will be of paramount importance for Vestas’  future 
 success.  


As  can  be  seen  in  appendix  12,  Vestas’  organisational  structure  reflects  the  markets  it  is 
 participating in: 


  Vestas Americas covers sales and service in the United States of America and Canada. 


  Vestas  Asia  Pacific  is  responsible  for  sales  and  service  in  Australia,  New  Zealand, 
 Japan, India and the rest of Asia. 


  Vestas Central Europe is in charge of sales and service in Germany, Austria, Benelux, 
 Southern and Eastern Africa. 


  Vestas China in authority for China. 


  Vestas Mediterranean is responsible  for sales  and service  in the  Mediterranean area, 
 the Middle East, Latin America, the Caribbean and North and West Africa. 


  Vestas  Northern  Europe takes  care  of  sales  and  service  in  the  United  Kingdom, 
 Ireland, Scandinavia, Poland and the Baltics. 


For a detailed analysis of these markets see chapter 3, the strategic analysis.  
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 2.5. Products 


Vestas’  product  portfolio  consists  of  both  manufactured  goods  and  services.  They  currently 
 sell  13  different  turbine  models,  eleven  onshore  and  two  offshore  models,  representing  the 
 biggest product range within the industry. 


The  turbines  differ  with  respect  to  capacity.  Within  the  capacity-segments,  the  turbines  are 
 differentiated regarding the conditions and requirements they are supposed to work in, namely 
 the level of wind they work best with: low, medium or strong.  


The latest model introduced is the V112-3.0 MW. It has a rotor diameter of 112 m, is built for 
 low and medium wind speed sites and with 3 MW features the highest capacity turbine out of 
 Vestas’ current product portfolio.20  


The services Vestas offers range from project planning, transport, construction, operation and 
 service to power plant optimisation.  


3.0. Strategic Analysis 


The goal of the strategic analysis is to shed light on the strategic framework Vestas is situated 
 in.  Particularly  the  non-financial  value  drivers  are  analysed  in  this  section.  The  strategic 
 analysis is structured in an external and an industry part. The external part consists of a PEST 
 analysis, where the macroeconomic situation will be analysed. The  industry analysis  focuses 
 on Vestas’ position within its peers, where Porters Five Forces will be used as a framework. 


The findings of both the external and industry analysis will then be summarized in a SWAT 
 analysis. 


3.1. External Analysis 


As  a  framework  for  the  external  analysis  a  PEST  analysis  was  chosen.  PEST  is  an 
 abbreviation of Political, Economic, Social and Technological analysis, which are the factors 
 focused on. 


      


20 http://www. vestas.com/en/wind-power-plants/procurement/turbine-overview/v112-3.0-mw.aspx#/vestas-
univers 
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 Because  of  the  special  importance  to  the  wind-energy  sector,  the  political  factors  will  be 
 focussed on most. The geographical regions will be analysed according to the markets Vestas 
 is  present  in  and  their  importance,  i.e.  where  Vestas  has  installed  a  minimum  of  1000  MW 
 historically or that are important growth markets.  


The  in-depth  analysis  of  the  political  framework  is  meant  to  give  an  idea  of  the  level  of 
 political  commitment  and  planned  capacity  increases  in  the  respective  markets,  and  thereby 
 establish a  notion of how certain future levels of capacity increases  will be. Later, in section 
 5, the estimated capacity increases will be used as a foundation to derive future revenues. For 
 an overview of forecasted capacity increases until 2015 see appendix 1. 


3.1.1 Political Factors 


As  mentioned  before,  the  wind  energy  sector  is  highly  dependent  on  the  political  sector. 


Growth  in  the  wind  energy  sector  is  first  and  foremost  driven  by  political  initiatives.  These 
 can be national climate laws as well as international agreements to meet certain green energy 
 targets. Also, government investments in research facilities and the power grid infrastructure 
 or subsidisation and protectionism characterise political influence on the wind energy market.   


Vestas has employees that are solely responsible for government relations in order to ensure a 
 continuous dialogue with the governments responsible  for their  markets. They do  lobby and 
 consulting work to ensure that wind energy is part of the political agenda. 


In  the  following  I  will  analyse  the  political  factors  influencing  Vestas  by  political  units/ 


geographical markets. 


Americas 


USA 


While the US political climate is generally in favour of increasing renewable energy, a long-
 term political framework is still lacking. The last attempt to secure such a framework was the 


“American Clean Energy and Security Act” of 2009, which among others included a cap and 
 trade plan similar to the European Union Emission Trading Scheme.21 However, the bill was 
 approved by the House of Representatives in 2009, but rejected in the Senate in 2010.  


      


21 http://thomas.loc.gov/cgi-bin/bdquery/z?d 111:HR02454:@@@L&summ2=m& 
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 Another possibility, to get a national long-term framework for renewable energy, would be a 
 federal  Renewable  Portfolio  Standard  (RPS)  or  federal  Renewable  Energy  Standard  (RES). 


An  RPS/RES  requires  electric  utilities  to  supply  a  specified  minimum  amount  of  customer 
 load  with  electricity  from  renewable  energy  resources.22  However,  this  has  not  yet  been 
 agreed upon on a national level.  


Due  to  this  lack  of  a  national  agreement  many  states  have  implemented  their  own  RPS 
 requirements.  In  the  end  of  2010,  29  states  and  the  District  of  Columbia  had  implemented 
 them23,  though  varying  hugely  in  both  targeted  required  renewable  energy  percentage  and 
 time horizon.24 Nevertheless, these RPS have contributed to the rapid growth of wind power 
 in the United States.  


On the national level the USA supports renewable energy through two policies. One is called 
 the  “Production  Tax  Credit”  (PTC)  and  the  other  is  called  “Investment  Tax  Credit”  (ITC). 


The PTC grants renewable energy producers a 2,1 cent per kilowatt-hour benefit for the first 
 10  years  of  a  renewable  energy  facility’s  operations.25  The  PTC  for  wind  energy  was 
 extended until the end of 2012 by Obama’s legislation. 


The  importance  of  the  PTC  can  be  seen  in  the  annual  growth  rates  of  wind  energy 
 installations in the USA. The PTC policy was allowed to expire, without direct prolongation, 
 at  three  occasions:  in  1999,  2001  and  2003.26  The  growth  rates  within  wind  energy 
 installations took a dive of 93%, 73% and 77% respectively.27


The  ITC  reduces  federal  income  taxes,  based  on  capital  investments  in  renewable  energy 
 projects and  is earned when the equipment  is placed  into service.28 Many renewable energy 
 producers weren’t profitable enough to reap the ITC’s  benefits. To ensure  further growth  a 
 third incentive was established: eligible projects can  receive a cash grant of up to 30 percent 
 of the capital investment instead of the tax reduction.29   


Thus  far  the  USA  has  been  reluctant  to  sign  any  binding  international  agreements.  For 
 example, they never ratified the Kyoto Protocol. The 2009 climate conference in Copenhagen 
       


22 http://www. epa.gov/chp/state-policy/renewable_fs.html 


23 World Market Update 2010, BTM Consult Aps, p.62 


24 http://www. dsireusa.org/rpsdata/index.cfm 


25 http://www. ucsusa.org/clean_energy/solutions/big_picture_solutions/production-tax-credit-for.html 


26 http://www. ucsusa.org/clean_energy/solutions/big_picture_solutions/production-tax-credit-for.html 


27 http://www. awea.org/documents/2010_third_quarter_report.pdf 


28 http://www. wri.org/publication/bottom-line-series-renewable-energy-tax-credits 


29 http://www. ucsusa.org/clean_energy/solutions/big_picture_solutions/production-tax-credit-for.html 
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 (Cop15) was without any legally binding results, also due to the USA and Chinas inability to 
 come  to  an  agreement.  Also  2010s  climate  conference  in  Mexico  had  very  few  binding 
 elements and mostly consisted of declarations of intent.30


To  conclude,  as  soon  as  the  USA  manages  to  establish  a  long-term  political  framework 
 regarding renewable energy the market will have a big potential. For the time being, the short-
 term legislature and lack of national targets creates insecurity for investors and contribute to a 
 stagnating market.    


Canada 


Like  the  USA,  Canada  lacks  a  national  target  for  wind  energy  development.31  Nevertheless 
 Canada  ranked  9th  place  globally  in  2010,  both  in  terms  of  newly  installed  and  overall 
 cumulative capacity.32  


In  2007  Canada  launched  a  federal  program,  called ecoENERGY. The  program  provides  an 
 incentive  of  one  cent  per  kilowatt-hour  for  up  to  ten  years.  Those  eligible  are  low  impact, 
 renewable  energy  projects.  However,  the  possibility  to  enter  the  program  expired  on  31st
 March 2011.33  


Resembling the USA’s approach, Canada’s provinces have set their own targets for renewable 
 energy production. Provincial targets add up to 12.000 MW to be  installed  by 2016.34  With 
 35% of Canada’s total capacity installed, Ontario is the leading province, followed by Quebec 
 and Alberta.35  


Many  of  the  Canadian  provinces  use  some  form  of  local  content  requirements  (LCRs). 


Typically a certain percentage of locally produced components are required to partake in the 
 market, forcing  foreign  firms to either  locate production  facilities  in the  market  in question, 
 use local suppliers or form a joint venture with local producers. 


In 2008 the Canadian  Wind Energy Association (CanWEA), representing the country’s wind 
 energy community, released its vision for wind energy development in Canada called “Wind 


      


30 http://www. klimaupdate.dk/default.asp?newsid=1069&opt=1&note=Svag klimaaftale på plads i Mexico 


31 World Market Update 2009, BTM Consult Aps, p.51 


32 http://www. canwea.ca/media/release/release_e.php?newsId=115 


33 http://www. ecoaction.gc.ca/ecoenergy-ecoenergie/power-electricite/index-eng.cfm 


34 World Market Update 2009, BTM Consult Aps, p.51 


35 World Market Update 2009, BTM Consult Aps, p.52 



(26)26 | P a g e
 Vision 2025”. The plan includes a target of 20 percent of the country’s energy being supplied 
 by wind power in 2025, bringing total capacity to 55.000 MW.36   


Asia Pacific 


Australia 


Australia  has  a  national Renewable Energy Target  (RET).  In  2009  the  senate  approved  the 
 RET,  to  ensure  that  20%  of  Australia’s  “non-transport”  energy  will  be  from  renewable 
 sources  by  2020.  Currently  renewable  energy  accounts  for  about  8%  of  Australia’s  total 
 energy production. To reach the goal of 20% about 10 GW of renewable capacity have to be 
 added, out of which 8 GW are expected to come from wind energy. 


Due  to  a  decreasing  price  of Renewable Energy Certificates  (RECs),  the  level  of  newly 
 installed capacity has decreased  from 2008 to 2010. To reverse this trend parliament in June 
 2010  passed  amendments  to  the  RET.  The  amendments  came  into  force  in  2011  and 
 effectively  split  the  RET  into  a  small-scale  renewable  energy  scheme  and  a  large-scale 
 renewable energy target. The  latter accounts for 90% of the national RET and will  facilitate 
 sustained new investment opportunities in large-scale projects. 37


India 


In  2010  India  was  the  third  largest  market  for  newly  installed  wind  power  capacity  in  the 
 world. In terms of total capacity installed it ranks 5th. India’s current five-year economic plan 
 (2007-2012) is aiming for 10 GW of new capacity from wind energy. The following plans, up 
 to 2022, foresee about 25 GW new capacity from wind energy. To reach these targets several 
 policies are in place. For instance, there is an Accelerated Depreciation (AD) policy, granting 
 investors benefits of up to 80% of project cost. Nevertheless, the government  is planning to 
 phase out this policy by March 2012 and the market is expected to get a push from investors 
 before the policy comes to an end. 


Instead  of  furthering  asset  creation  and  tax  savings  they  want  to  focus  on  shifting  the 
 incentives to actual power generation. In order to do so the Ministry of New and Renewable 
 Energy announced a scheme for a Generation Based Incentive (GBI) in the end of 2009. The 
 GBI offers INR 0,5 per kwh ($0,01/kwh) for wind power electricity fed into the grid, subject 
       


36 http://www. renewableenergyworld.com/rea/news/article/2008/10/canwea-releases-wind-vision-2025-plus-
 results-of-important-wind-power-survey-53972 


37 World Market Update 2010, BTM consult Aps, p.71 
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 to  a  maximum  of  INR  6.2  million  per  MW  of  installed  capacity.  The  Ministry  of  New  and 
 Renewable Energy has indicated that the GBI will be extended beyond March 2012.   


Additionally there is a tariff by the State Electricity Commission, that applies to a maximum 
 of 4.000 MW installed and commissioned before the end of March 2012. Furthermore there is 
 a “mandatory  market share policy”, ensuring that  licensed operators of the distribution grid 
 are obliged to buy a minimum of 10% of electricity from wind energy.  


In  addition  the  Central  Electricity  Regulatory  commission  also  implemented  a  Renewable 
 Energy  Certificate  mechanism  in  2010,  to  address  the  mismatch  between  availability  of 
 renewable energy sources and the requirements on power suppliers. Last but not least, similar 
 to the USA and Canada, 13 Indian states have also introduced RPS.38


Japan 


Japan had a wind power target of 3 GW by 2010. However, this target was not reached. Japan 
 has  a  target of  10%  renewable  energy  by  2020.  The  Japanese  government’s  tentative  wind 
 power policy is deemed to be the largest barrier to wind energy in Japan.  


Their  main  concern  is  that  wind  power  could  destabilise  the  grid  in  periods  of  low  energy 
 demand.  They  had  a  subsidy,  offering  30%  of  initial  project  cost,  but  it  was  withdrawn.  A 
 new feed- in tariff was proposed by the Ministry for Economy, Trade and Industry, featuring 
 a  purchase  price  for  wind  power  at  JPY  15-20/kwh  over  a  period  of  15-20  years. 


Nevertheless, the tariff will not be in place before April 2012, leaving investors without any 
 subsidies or incentives for the time being.39


Whether the Fukushima disaster will have a positive impact on wind energy in Japan remains 
 to be seen. 


China 


In  2010  China  with  19.928  MW  accounted  for  almost  half  of  the  newly  installed  capacity 
 worldwide. This brought total installed capacity up to 44.781 MW, also making it the biggest 
 market in this respect. China has seen an enormous boom in wind energy. Its original target in 
 the 11th five-year plan called for 5 GW of wind power that was exceeded almost nine fold to 
 nearly 45 GW.  


      


38 World Market Update 2010, BTM consult Aps, p.69 


39 World Market Update 2010, BTM consult Aps, p.70 



(28)28 | P a g e
 The  current  12th  five-year  plan  calls  for  90  GW  to  be  installed  by  2015.  The  National 
 Development and Reform Commission (NDRC) also laid out targets for 2020. According to 
 these  targets,  15% of total energy consumption  is supposed to be covered by renewables  by 
 2020.  To  achieve  this,  the  National  Energy  Bureau  announced  to  increase  investment  in 
 emerging energy by CNY 5 trillion in the next ten years. Out of this 30% are planned to go 
 into wind energy.  


Furthermore  the  government  introduced  a  “mandatory  market  share”  policy  that  states  that 
 3%  of  electricity  should  come  from  non-hydro  renewables  by  2020.  Moreover  the 
 government recently amended its Renewable Energy Law, to include fines for utilities of up 
 to double the losses of renewable energy producers when their input is not used.  


However,  so  far  the  country’s  grid  cannot  keep  up  with  the  rapid  development  in  wind 
 installations and about 30% of wind power capacity has not yet been connected. To deal with 
 this and future installations the State Grid is planning to add 6.000 kilometres of high voltage 
 transmission lines up to 2020.40  


Europe 


The European Union as a whole has a goal of getting 20% of its total energy from renewable 
 energy  production  by  2020.  Out  of  the  20%,  14%  are  believed  to  come  from  wind  energy. 


According to the European Wind Energy Association (EWEA) the EU will even exceed the 
 target. Based on an analysis of the 27 National Renewable Energy Action Plans, 25 countries 
 will  either  meet or  exceed  their  national  targets. Only  Luxemburg  and  Italy  are  planning  to 
 use the cooperation mechanisms, i.e. to import some of their renewable energy, to meet their 
 target.41  


Germany  


The  national  binding  target,  established  by  EU  Directive  28/2009/EC,  is  at  18%  of  total 
 energy  production  coming  from  renewable  energy  by  2020.  According  to  the  National 
 Renewable Energy Action Plan it will exceed this target by 1,6%. 


In  Germany  the Erneuerbare Energien Gesetzt  (EEG),  a  law  featuring  a  feed  in  tariff  for 
 renewable  energy,  was  first  enacted  in  2000.  It  has  been  the  major  driver  for  wind  power 
       


40 World Market Update, BTM consult APS, p. 68 


41 http://www. ewea.org/index.php?id=60&no_cache=1&tx_ttnews[tt_news]=1892&tx_ttnews[backPid]=259&c 
Hash=e259034a79ee04282fc9f8a516ba883e 
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 development in Germany. It has been revised twice (2004 and 2009). The current law offers a 
 contract length of 20 years and consists of an initial and a base level.  


For onshore  wind  power the  initial  level  (the  first  five  years)  is  9,2  cents/kwh  and  the  base 
 level is 5,02 cents. Both the initial and base level are subject to 1% degression per year over 
 the  contract  time.  Furthermore  there  is  a  0,5  cents/kwh  bonus  to  the  initial  level  for 
 repowering of older turbines, as well as  a 0,5 cents/kwh bonus  if the wind turbine complies 
 with certain properties for grid regulation.  


For  offshore  wind  power  the  initial  level  is  at  13  cents/kwh  and  the  base  level  is  at  3,5 
 cents/kwh.42 In contrast to the onshore tariff, the offshore initial level lasts 12 years, which is 
 expanded  depending  on  how  far  out on the  see  the  project  is  build  and  how  deep  the  water 
 level  is.43  Additionally  there  is  a  “sprint-bonus”  of  2  cents/kwh  if  the  project  is  completed 
 before the end of 2015. The degression for offshore is at 5% per year beginning in 2015.  


However, the  German  onshore  market  is  close  to  saturation.  Nevertheless,  there  is  potential 
 for repowering of older turbines, as well as  potential further inland for turbines designed for 
 lower wind conditions. 


According  to  the Deutsche Energie  – Agentur  (DENA),  the  national  energy  agency,  four 
 projects  to  expand  the  high  voltage  grid  network  are  in  the  permitting  process.  These  will 
 facilitate the passage of large volumes of wind energy, both on- and offshore, from the north 
 to the south of the country.44  


Last but not least, in reaction to the nuclear disaster in Fukushima, Germany decided to phase 
 out  nuclear  energy.  It  is  the  first  industrial  nation  to  relinquish  nuclear  energy  and  the  last 
 nuclear  reactor  is  planned  to  be  taken  off  the  grid  in  2022.45  Wind  energy  and  renewable 
 energy in general are expected to benefit from this development.  


United Kingdom 


The EU target for the UK requires that 30-35% (5,5% in 2009) of electricity are provided  by 
 renewable energy sources by 2020. As the UK has the best wind resource in Europe most of it 
 will likely come from wind energy. Total capacity is at 5,862 MW and another 10,700 MW 
       


42 http://www. eeg-aktuell.de/wp-content/uploads/2010/09/Verguetungsuebersicht_Windenergie_nach_EEG_ 


2009.pdf 


43 http://www. eeg-2011.de/inf/einspeiseverguetung-windkraft.html 


44 World Market Update 2010, BTM consult Aps, p.64 


45 http://www. spiegel.de/thema/atomausstieg/ 
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 are expected to be installed by 2015. In terms of newly installed capacity this would rank the 
 UK as  the  fourth biggest market  in Europe (after Germany, Spain and France). Much of the 
 new capacity will be offshore, where the UK has a leading role. To further encourage offshore 
 development, investors are offered two Renewable Obligation Certificates (ROCs) per MWH 
 generated.46


The  Renewable  Obligation  Order  was  first  introduced  in  2002  and  is  subject  to  regular 
 revision.  It  is  the  main  support  scheme  for  renewable  energy  development  in  the  UK.  The 
 order  calls  for  electricity  suppliers  to  have  an  increasing  proportion  of  electricity  from 
 renewable sources. To meet the obligation a sufficient amount of ROCs must be presented. If 
 a supplier fails to present enough ROCs to meet the obligation, an equivalent amount needs to 
 be paid into a fund, out of which suppliers that have met their obligation are paid back on a 
 pro-rated basis.47  The biggest challenges  in the UK are a difficult planning process and grid 
 access.   


France 


France’s  EU  target  calls  for  23%  of  energy  consumption  being  covered  by  renewables  in 
 2020. To achieve this, the installation of 25 GW of wind capacity is planned. 


The  French  used  a  rather  unique  method  to  decide  on  reforms  and  policies  related  to 
 renewable energy,  among others. In 2007 President Nicolas Sarkozy  instigated the Grenelle 
 de  l’environnement,  a  forum  where  the  ministry  in  charge  of  Ecology  and  Sustainable 
 Planning and Development hosted a round table for state, unions, employers, NGOs and local 
 authorities.48 Furthermore citizens were asked to give their opinion on the web.  


The policies within the first draft “Grenelle 1” were passed in August 2009. Within Grenelle 1 
 the  French  regions  were  required  to  produce  renewable  energy  plans  that  identify  where 
 turbines can be build in 2010. Subsequently Grenelle 2 was launched in 2010 to define how 
 the policies will be implemented. 


Spain 


Spain  has a target of covering 22,7% of total energy  by  renewables  by 2020. By the end of 
 2010 about 20 GW were installed. To achieve the target, an additional capacity of 20-24 GW 
       


46 World Market Update 2010, BTM consult Aps, p.66 


47 http://www. ofgem.gov.uk/Sustainability/Environment/RenewablObl/Pages/RenewablObl.aspx 


48 http://www. legrenelle-environnement.fr/-Version-anglaise-.html 
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 is  needed.  Spain  uses  a  feed-in  tariff  to  further  wind  energy  development.  The  tariffs  have 
 been  reduced  in  2007,  but  nevertheless  Spain  remains  a  stable  market  due  to  an  increasing 
 demand  for  energy  and  favourable  wind  conditions.  By  2015,  Spain  is  expected  to  install 
 additional 11 GW, which will then be the second biggest market in Europe after Germany. 49
 Italy 


Italy’s wind energy sector is growing rapidly. Nevertheless, the country will likely not fulfil 
 its European target solely from its own production. In Italy renewable energy has priority grid 
 access.  However,  due  to  the  inadequate  grid  many  regions  have  had  to  curtail  their  wind 
 farms. Similar to the United Kingdom, Italy uses certificates for renewable energy producers 
 (1 certificate per MWh) in combination with requiring a renewable energy quota from energy 
 distributers  and  energy  importers.  In  2009  an  annual  increase  of  0,75%  until  2012  was 
 introduced  for  the  quota  (bringing  it  to  a  total  of  6,8%  in  2011).50  New  wind  energy 
 installations are eligible for certificates for 15 years (formerly 12).  


Netherlands 


The  EU  target  for  the  Netherlands  is  14%  of  total  energy  from  renewable  sources  by  2020 
 (which is a reduction from a former national goal of 20%). The official target for wind energy 
 consists  of  1.500  MW  onshore  and  6000  MW  offshore.  In  2008  the Stimuleringsregeling 
 Duurzame  Energie  (SDE)  succeeded  its  predecessor,  the  Milieukwaliteit  Van 
 Elektriciteitsproductie  (MEP).  


The  SDE  regulates  pricing  for  renewable  energy  sources  in  general  and  includes  a  feed  in 
 tariff for wind energy. The premium granted is dependent on the kind of technology used and 
 adjusted according to the actual wholesale electricity price.51 The tariff is granted for a period 
 of 15 years. Offshore wind energy is not yet included, but the procedure for including it was 
 started in early 2010.  


Furthermore  there  is  the  Energy  Investment  Deduction  scheme  (EIA),  which  provides  tax 
 incentives  for  renewable  energy  projects  and  another  scheme  that  provides  incentives  for 


      


49 World Market Update 2010, BTM consults Aps, p.65 


50 http://www. evwind.es/noticias.php?id_not=5474 


51 http://www. reliable-disclosure.org/upload/46-RE-DISS_Country_Profile_NL.pdf 
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 projects  that  reduce  CO2  emissions.52  However,  Dutch  politics  regarding  wind  energy  have 
 been unsteady and the future progress of wind power development is uncertain.53  


Denmark 


Wind power in Denmark already accounts for 26% of total electricity consumption. The EU 
 target  is therefore set relatively  higher than  in the other member states. The EU target is set 
 for 30% of Denmark’s energy demand being covered by renewable energy sources by 2020.  


Moreover the government  laid out a new energy  plan  in the  beginning of 2011, announcing 
 the  goal  to  be  100%  free  of  fossil  fuel  by  2050.  In  2008  the  tariffs  for  electricity  from 
 renewables were more than doubled to 0,25 kroner per kwh.54  


However,  the  Danish  government  is  also  supporting  the  wind  energy  sector  by  funding 
 research.  Denmark  has  always  had  a  leading  position  in  research  and  development  of  wind 
 energy, both on- and offshore. There are plans to build two new testing centres, as the existing 
 test centres are no longer sufficient for the industries needs. Therefore a national test centre, 
 located in Østerild in Thy, is planned with facilities for testing wind turbines with a height of 
 up to 250 metres.55 The other centre will be located on the Lindøværft and is primarily aimed 
 at testing offshore windmills in conditions similar to the open sea.56  


Nevertheless, there are fears that Denmark is in the process of losing its leadership position in 
 wind energy research. In 2010 Siemens and General Electric closed their production facilities 
 in Denmark. In the beginning of 2011 Vestas announced the firing of 2.400 Danish employees 
 followed by a declaration of Gamesa to relocate their R&D. Still, some of the leading firms 
 have research and development facilities in Denmark, but fears are that they soon will follow 
 the respective production facilities.57  


      


52 http://www. erec.org/fileadmin/erec_docs/Projcet_Documents/RES2020/NETHERLANDS_RES_Policy_ 


Review__09_Final.pdf 


53 World Market Update 2010, BTM consult Aps, p.67 
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55 http://www. naturstyrelsen.dk/Planlaegning/Planlaegning_i_det_aabne_land/Testcenter/Vision_for_det_ 


nationale_testcenter/ 


56 http://www. business.dk/industri/det-nye-lindoe-center-er-klar 
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 Sweden 


The  EU’s  target  for  Sweden’s  renewable  energy  share  by  2020  is  the  highest  out  of  the 
 member states – 49%.58 According to its national energy plan Sweden will even surpass this 
 goal by 1,2%.59  


Sweden  derives  most  of  its  renewable  energy  from  hydropower.  Nevertheless  wind  power 
 shows  significant  growth  and  Sweden’s  current  rate  of  new  installations  has  reached  500 
 MW/year. The government has planned that wind power should contribute with 12,5 TWh by 
 2020.60  


Sweden uses a comprehensive policy mix to further renewable energy. The key drivers are a 
 30%  tax  deduction  for  new  installations  and  a  green  certificate  system.  Similar  to  Italy’s 
 certificate system, producers are granted one certificate per MWh produced and distributers/ 


sellers are required to have a certain quota of their energy from renewable sources (16,9% in 
 2010). The quota is adjusted annually to ensure it is helping to reach the country’s targets.61   
 3.1.2. Economic Factors 


The financial crisis hit the wind energy sector with a delay. The first signs could be noticed by 
 the  end  of  2008  but  it  was  mostly  in  2009  and  2010  that  the  effects  of  the  financial  crisis 
 could be felt.  


First and  foremost the credit crunch affected the  sector. Before the crisis one of the  biggest 
 players in financing for the sector was Lehman Brothers. After it crashed  new banks moved 
 into the void, but due to the crisis they were more risk averse and much more restrictive with 
 financing projects.  


This  was  mostly  to  the  benefit  of  big-balance  sheet  companies  like  General Electric  or 
 Siemens. For one they were still the most likely to secure loans and furthermore they had the 
 possibility to use their corporate group for cross financing so that they were able to provide 
 their customers with financing schemes.  


      


58 http://ec.europa.eu/clima/policies/package/index_en.htm 


59 http://www. ewea.org/index.php?id=60&no_cache=1&tx_ttnews[tt_news]=1892&tx_ttnews[backPid]=259 
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