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Case Objectives and Use

The case illustrates the effect of government regulation and changing technology on the financial economics of wind energy.  It provides the latest information to allow students to conduct a capital budgeting and risk analysis of an investment in a modern, utility scale wind farm. The case also shows how qualitative factors and environmental concerns impact capital investment decisions.  The case was written for graduate and upper level undergraduate courses in financial management and financial strategy.

Case Synopsis

By 2005 National Wind and Wholesale Power Company (NWP), an unregulated subsidiary of a major utility, had become a leading provider of wind energy in the U.S. Rapid advances in technology had produced larger and more efficient wind turbines. Changes in government regulation and policy had provided several incentives for companies to invest in wind energy, such as tax credits and renewable energy credits.

The prestigious Electric Power Research Institute (EPRI) predicted that wind energy was destined to become one of the cheapest of all sources of electricity.  The President of NWP believed this prediction. He was often quoted as saying, “How can wind energy not be a winner when the fuel is free?” He wanted to revisit the capital investment analysis of wind energy his company had conducted five years ago to determine the impact of changing regulation, technology and operations on the financial economics of wind energy.  This new analysis would play an important role in NWP’s wind energy investment strategy.

Although wind energy was considered an important part of the future of clean and renewable energy, there was considerable resistance to locating large wind farms at many sites. NWP wondered what it could learn from reviewing the controversy surrounding the four year debate over locating the first large scale offshore wind farm in Nantucket Sound in Massachusetts.  Those opposing the project included a “Who’s Who” in the state including Senators Kennedy and Kerry, the state’s Governor and Attorney General, just to name a few.  Was it just a “not in my backyard” issue?

The author developed the case for class discussion rather than to illustrate either effective or ineffective handling of the situation.  The case, instructor’s manual, and synopsis were anonymously peer reviewed and accepted by the North American Case Research Association (NACRA) for its annual meeting, October 19-21, 2006, San Diego, CA.  All rights are reserved to the author and NACRA.  © 2006 by Jonathan B. Welch.  Contact person:  Jonathan B. Welch, 413 Hayden Hall, College of Business, Northeastern University, 360 Huntington Avenue, Boston, MA 02115, 617-373-4572, j.welch@neu.edu. 
