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Abstract

With the global expansion of renewable energy (RE) technologies, the provision of optimal RE policy
packages becomes an important task. We review pivotal aspects regarding the economics of renewables
that are relevant to the design of an optimal RE policy, many of which are to date unresolved. We do so
from three interrelated perspectives that a meaningful public policy framework for inquiry must take into
account. First, we explore different social objectives justifying the deployment of RE technologies and
review model-based estimates of the economic potential of RE technologies, i.e. their socially optimal
deployment level. Second, we address pivotal market failures that arise in the course of implementing the
economic potential of RE sources in decentralized markets. Third, we discuss multiple policy instruments
curing these market failures. Our framework reveals the requirements for an assessment of the relevant
options for real-world decision makers in the field of RE policies. This review makes it clear that there are
remaining white areas on the knowledge map concerning consistent and socially optimal RE policies.



