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Abstract

Subsidies for renewable energy sources are increasing around the globe and
amounted to more than 100 billion euro in 2013. This study aims to answer
whether the subsidies only ensure that green electricity plants are profitable
or whether other market participant - as, for example, landowners - benefit
from the subsidy in the form of windfall gains as well. To identify the causal
impact of the subsidies, we investigate the impact of the introduction of a
price guarantee in the form of a feed-in tariff for wind electricity in Germany
on land prices. We employ two different approaches. Both approaches exploit
quasi-experimental variation in wind strength across 260 non-urban counties
in combination with the introduction of the subsidies. Based on a difference-
in-differences design, we find that land prices increased by roughly 1,100
euro in high-wind areas after the introduction of the subsidy. Using an
instrumental variable estimator pins down that around 18% of expected wind
turbine profits are capitalized into land prices. Further, we show that wind
turbine subsidies account for 4% of overall agricultural income in 2007.
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