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Abstract 

During a period where climate change is an increasing Canadian and global problem, 

the government of Ontario stopped accepting new contracts for its feed-in tariff program 

in 2016 that promoted renewable energy source development. The concept of embedded 

autonomy explains how the three levels of stakeholders at the political, institutional and 

public levels interact to decide and implement energy policy. The results of the interaction 

between the three levels indicates that the political level in the province has the full ability 

to decide energy policy without including the other stakeholders. Germany provides an 

example of an energy sector that is more inclusive of non-political stakeholders, and the 

European state can provide lessons for further including the institutional and public 

stakeholders in Ontario to promote renewable energy source development. 

Keywords: Ontario; Energy; Feed-in Tariff; Germany; Energy Policy; Renewable 

Energy Sources 
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Introduction 

Ontario’s decision to stop accepting new contracts for its feed-in tariff (FIT) program 

in 2016 marked the closure of the province’s timeline that heavily subsidized renewable 

energy projects.1 This paper will examine how the degree of autonomy for the Ontario 

provincial government created uncertainty for private and community renewable energy 

source (RES) development, as well as failing to establish the necessary level of 

embeddedness for stakeholders to continue the province’s FIT program. 

Climate change caused by increasing carbon dioxide (CO2) levels in the atmosphere 

has become a topic of both national and international priority. As a result, clean energy is 

a primary focus for the energy sector in Canada. Both the federal Trudeau government 

and the provincial Wynne government made legislative commitments that indicate a focus 

on current and future clean energy expansion. The government of Ontario’s plan is to 

expand its clean energy sector over the next decade. The difficulty with renewable 

energies is that they are often more expensive compared to their non-renewable 

counterparts. A large body of scholarly evidence indicates that government subsidies are 

necessary to provide sufficient economic incentive for clean energy implementation.2 

                                                
1 IESO, “Feed-in Tariff Program: FIT Overview,” Accessed on September 5, 2018, 

http://www.ieso.ca/sector-participants/feed-in-tariff-program/overview. 
  Ministry of Energy, “Non-Utility Generators (NUGs) under Contract with the Ontario 

Electricity Financial Corporation (OEFC), Feed-in Tariff (FIT) Procurements, 2015-2020 
Conservation First Framework, and Delivery of Programs under the Conservation First 
Framework and the Industrial Accelerator Program,” (2016), http://www.ieso.ca/-
/media/files/ieso/document-library/ministerial-directives/2016/directive-nug-20161216.pdf?la=en. 

2 Weidon Chen and Hui Yin, “Optimal Subsidy in Promoting Distributed Renewable Energy 
Generation Based on Policy Benefit,” Clean Technologies and Environmental Policy 19 (2016). 

   Ian Rutledge, "New Labour, Energy Policy and ‘competitive Markets’," Cambridge Journal 
of Economics 31, no. 6 (2007). 

   Philippe Menanteau, Dominique Finon, and Marie-Laure Lamy, "Prices versus Quantities: 
Choosing Policies for Promoting the Development of Renewable Energy." Energy Policy 31, no. 8 
(2003). 

   Kiran Torani, Gordon Rausser, and David Zilberman, "Innovation Subsidies versus 
Consumer Subsidies: A Real Options Analysis of Solar Energy," Energy Policy 92, (2016). 

 

http://www.ieso.ca/sector-participants/feed-in-tariff-program/overview
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Subsidies are necessary to factor in and compensate for clean energy economic 

disincentives. 

A key subsidy structure that is increasing in popularity is the FIT program. However, 

FIT programs are not a static process that remain the same over long periods of time. 

Continual environmental changes in the energy sector dictate that a plan is necessary to 

respond to emerging energy demands. A timeline is necessary for Ontario to predict and 

provide for these future changes. These changes must be examined to determine the 

successes and failures of a FIT program in a particular environmental context. 

Rather than continuing a pattern of increasingly large subsidies, Ontario signaled its 

retraction from previous renewable energy funding. The new large project auction 

structure that the province is imposing differs largely from its previous goals of using a FIT 

program to subsidize and proliferate various renewable technologies at different capacities 

in Ontario’s energy sector. By contrast, Germany is a state that has now had a 

longstanding FIT program that underwent multiple changes seen as phases in their 

subsidy program. These changes reflect the European state’s unique approach towards 

their renewable energy targets that often differs from the historical approach of Ontario. 

As a result, Germany can serve as a valuable case study for Ontario’s future energy 

development. 

 

 The Importance of Renewable Energy 

There are two primary reasons why renewable energy promotion is necessary within 

Ontario’s energy context. The first reason is based on the universal scientific consensus 

that renewable energies mitigate climate change through lowering CO2 emissions. But 

more specifically, pursuing renewable energy has become a Canadian legislative priority. 

At the federal level, the Trudeau government signed the Paris Agreement on Climate 

Change in 2016. By ratifying this agreement, the Canadian federal government made a 

commitment to reduce its CO2 emissions by promoting renewable energy.3 

                                                
3 Government of Canada, “Our Climate Change Journey,” (2017), Last Modified February 

2017, https://www.canada.ca/en/services/environment/weather/climatechange/climate-
action/climate-change-journey.html. 
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At the provincial level, Ontario’s 2013 Long-term Energy Plan set out a number of key 

clean energy initiatives that facilitated the implementation of renewable energy. It paved 

Ontario’s future energy implementation roadmap by specifying the goal of increasing 

renewable energy’s total share of the energy market. The specific renewable energy goals 

are to phase in 10,700 MW of solar, wind and bioenergy over eight years.4 By 2025, the 

province aimed to increase the total capacity of renewable energy to 20,000 MW. This 

capacity will consist of approximately half of the entire province’s installed capacity. The 

long-term plan recognized that a combination of multiple renewable energy technologies 

is necessary to compliment the energy infrastructure in the province. Different resources 

will cater to different customer needs depending on a number of factors. Certain resources 

are dispatchable but have higher costs, while others are highly variable but have lower 

operating costs. Different resources can balance each other’s limitations, and in turn 

provide the ability to provide efficient and reliable operations.5 As a result, it is not yet 

possible to fully phase out all existing conventional energy sources, especially those such 

as hydro that can provide clean baseload energy and are not susceptible to output 

intermittency. 

 

  Why FIT? The Unique Advantages of Subsidizing 
through Feed-in Tariffs 

Subsidies are necessary to prevent delayed implementation of renewable energy 

technologies. Speed is particularly necessary due to the increasing imminent pressure of 

climate change. Figure 1 demonstrates that a rate of technological change for a 

developing energy technology delays adoption of the technology (increasing K*), because 

the consumer would rather wait indefinitely longer for further decreases in price to 

maximize their investment. This creates a perpetual dilemma where the adoption of clean 

energy technology is indefinitely delayed. Therefore, an incentive scheme is necessary 

through subsidies to overcome this phenomenon. 

                                                
4 Government of Ontario, Achieving Balance: Ontario’s Long-Term Energy Plan, Toronto, ON: 

Ministry of Energy, (2013): 6, https://files.ontario.ca/books/ltep_2013_english_web.pdf. 
5 IESO, “Ontario Planning Outlook,” (2016): 13, http://www.ieso.ca/Documents/OPO/Ontario-

Planning-Outlook-September2016.pdf. 
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There are various competing subsidy structures for energy implementation, but 

Ontario decided to use the FIT structure as the skeleton for implementing RES. 

Historically, different subsidy structures have been compared to determine their 

relevance and capacity to facilitate change and meet policy targets. There is a case 

precedent to demonstrate the relative benefits and drawbacks between competing 

subsidy methods for facilitating RES. The European Union (EU) serves as a distinct 

historical example that demonstrated a drive towards clean energy, but contention was 

raised on the most efficient form of incentive schemes to implement large and ambitious 

target capacity goals for clean energy. Menanteau et al discussed this issue by 

comparing the merits of bidding systems, quota systems, or a focus on prices through 

feed-in tariffs.6 They concluded that although there are various variables such as 

installed capacity, stimulation of technical change, policy cost control, and others that 

                                                
6 Menanteau, Fimon and Lamy, “Prices Versus Quantities,” 799-812.  

Figure 1. Relationship Between Technological Change and Consumer Adoption 
Source: Torani, Rausser and Zilberman, “Innovation subsidies versus consumer subsidies,” 2016. 
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will determine the best incentive scheme, feed-in tariffs have generally won the scheme 

competition.7 

FITs provide the incentive to increase capacity with little to no risk for the generator, 

and once capacity has increased, cost reductions follow “through technological learning 

on the part of national manufacturers, and feed-in tariffs enable manufacturers to invest 

more heavily in Research and Development (R&D) and to consolidate their industrial 

base.”8 A number of states worldwide have already implemented FIT subsidy structures, 

but each structure varies based on variables such as legislative decisions and the 

environment in which they exist. These FIT structures are successful to varying extents, 

therefore it is important to determine the underlying context that either promotes or hinders 

the subsidy program’s efficiency. 

 

 Ontario’s Contemporary FIT Goals: RES Capacity, 
Emissions Reductions and Program Cost  

Figure 2 and Figure 3 demonstrate two key plans for Ontario’s energy future. The first 

plan is that through using programs such as FIT, renewables are projected to greatly 

expand. The projections for both production and capacity are intended to increase 

dramatically for renewables and in turn increase their share of the total market. Solar PV 

specifically is expected to quadruple in capacity by 2025, an increase that is much greater 

in proportion than its counterpart clean energy technologies. The second key plan is that 

nuclear energy will not increase, and the fossil fuel industry will decrease. The 2013 Long 

Term Energy Plan outlined that all coal generation will be phased out by 2014, and Ontario 

will not proceed with the construction of two new nuclear reactors.9 Oil and natural gas 

will continue to exist with the potential of expanding. However, they are predicted to lower 

as solar PV and other renewables gain a greater share of the total energy market due to 

political pressures against climate change as well as the aforementioned decreases in 

solar PV cost. 

                                                
7 Ibid., 811. 
8 Ibid. 
9 Government of Ontario, “Ontario’s Long-Term Energy Plan,” (2013). 
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Figure 2. Ontario’s Installed Capacity (MW) 2013 
Source: Government of Ontario, Achieving Balance: Ontario’s Long-Term Energy Plan, 

Toronto, ON: Ministry of Energy, 2013. 

 

Figure 3. Ontario’s Projected Installed Capacity (MW) 2025 
Source: Government of Ontario, Achieving Balance: Ontario’s Long-Term Energy Plan, 

Toronto, ON: Ministry of Energy, 2013. 
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Since a FIT a program can facilitate RES investment, the Government of Ontario 

chose to increase its RES capacity through this subsidy method. The contemporary FIT 

program began with the government’s implementation the Green Energy and Green 

Economy Act (GEGEA) in 2009, with the intention of sparking significant growth in the 

production of clean and renewable energy in Ontario.10 GEGEA was the first legislation 

that established Ontario’s contemporary FIT structure. The legislation authorized the 

creation of Ontario’s ground-breaking feed-in tariff program that would encourage 

investment through price certainty for different types of renewable energy sources, 

regulatory consistency and standard rates of return.11 At the time of launch, the program 

intended to base its FIT structure on pricing that reflects the capital costs of RES, and to 

private attractive investment for the opportunity to increase the province’s renewable 

energy industry.12 

The actual economic and emissions impact of the FIT program did not have clearly 

stated goals within GEGEA. Instead, the legislation mandated that “The Environmental 

Commissioner shall report annually to the Speaker of the Assembly on the progress of 

activities in Ontario to reduce emissions of greenhouse gases, and the Speaker shall lay 

the report before the Assembly as soon as reasonably possible.”13 Therefore, there were 

no explicit emissions targets within the legislation. In terms of the cost of the program, the 

legislation dictated the Independent Electricity Operator, a provincial energy institution, 

was to adjust electricity pricing to reflect the costs of developing new energy. These costs 

would be paid by “classes of market participants in Ontario that are prescribed by 

regulation,” and the costs were to “reflect amounts paid, in accordance with the 

regulations, to generators, distributors, the OPA and the Financial Corporation.”14 The 

structure of the contemporary FIT program itself will be further discussed in section 2.4. 

                                                
10 Government of Ontario, “Green Energy and Green Economy Act, 2009, S.O. 2009, C. 12 – 

Bill 150,” (2009): 2. 
11 Government of Ontario, “Green energy and Green Economy Act.” 
12 Ibid. 
13 Ibid., 22. 
14 Ibid., 10.  
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 Framework of analysis: 
Embedded Autonomy and How It Explains 
the Decision-Making Structure in the Ontario Energy Sector 

This paper will interpret Ontario’s energy sector through Peter Evans’ concept of 

embedded autonomy.15 The idea of an autonomous state is clear; in order for a 

government to function effectively, it must have the autonomy to impose legislation, 

institutions, goals, programs and other means to establish a functioning and regulated 

society. However, an autonomous government is necessary but not sufficient on its own 

for energy development. Evans argues that autonomy must be coupled with the concept 

of embeddedness for a government to develop its areas of control effectively in any given 

capacity. Embeddedness is the inclusion of non-governmental, external actors that 

provide “sources of intelligence and channels of implementation that enhance the 

competence of the state.”16 That is, external actors will provide input that one actor such 

as the government of Ontario cannot actualize alone in a grander multi-stakeholder 

process for areas such as energy development. 

To measure the embeddedness of the stakeholders involved, it is necessary to 

recognize the difference between energy policy and energy governance. Energy policies 

are instruments that consist of measures such as subsidies that target the promotion of 

specific renewable energies such as a FIT program, as well as engaging various programs 

such as incentive pricing, tariff levels and granting specific connection rights to 

stakeholders.17 Energy governance, by contrast, consists of all the underlying 

infrastructure that permits implementing energy policies in the first place. Energy 

governance is made up of regulatory frameworks, institutional structures and division of 

authority within the energy sector.18 The division of authority is reflected through Evan’s 

embedded autonomy, where depending on the extent of authority that is divided and 

allocated to a specific stakeholder will determine how embedded the remaining 

stakeholders are in the energy development process. One of the most critical elements of 

                                                
15 Peter B. Evans, Embedded Autonomy: States and Industrial Transformation, Princeton 

Paperbacks, Princeton, N.J.: Princeton University Press, 1995. 
16 Evans, Embedded Autonomy, 248. 
17 Guy Holburn, Kerri Lui, and Charles Morand, "Policy Risk and Private Investment in 

Ontario’s Wind Power Sector," Canadian Public Policy 36, no. 4 (2010). 
18 Ibid. 
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energy governance is the capacity in which energy institutions have power outside of 

direct political control. Can an agency such as the IESO operate with procedural 

requirements that provide the safeguarding of stakeholders? For example, an 

independent stakeholder may engage with the government to sign FIT contracts, but the 

stakeholder may question whether the system itself will remain stable and continue 

operation. 

In order to prevent boom-bust cycles of energy subsidy programs, there must be policy 

stability and consistency for renewable energy.19 The combination of policy stability and 

governance stability creates consistency that prevents a boom and bust cycle that could 

otherwise occur for any given energy development initiative including a FIT program. 

Advocacy groups of RES demand that there be a greater direct communication and 

establishment of transparent and consistent contract issuing to generators. Generators 

are aware that prices may change but have no certainty over the future of the FIT system. 

The Ontario government’s reasoning for the frequent changes is largely based on 

economic cost. There is a trend where renewable energies are decreasing in cost to 

develop, and FIT contracts should reflect these changes by offering lower contract payout 

prices. However, the government’s decision-making model targets savings from 

decreased RES cost to the ratepayer as opposed to the generator.20 A number of 

generators were affected by shifts in policy, where they planned investments under one 

set of terms but had to operate under another.21 

Government political autonomy is necessary to begin the energy implementation 

process, but it must be enhanced by meaningful intelligence from other levels of 

stakeholders involved in the energy development process. Therefore, the process is 

complimentary rather than contradictory. It is important to ensure that no one level has full 

autonomy and that all the levels are equally embedded in the process to check and 

balance each other and ensure an enhanced competency of decision-making. Ontario did 

not provide the opportunity for the institutional and public levels to sufficiently embed 

themselves in the energy development process. There is an imbalance in the level of 

autonomy between the three levels of stakeholders, where the non-political levels of 

                                                
19 William White et al, "The Role of Governments in Renewable Energy: The Importance of 

Policy Consistency." Biomass and Bioenergy 57, (2013). 
20 William White et al, “The Role of Governments in Renewable Energy.” 
21 Ibid. 
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stakeholder participation are largely superficial as a result of their insufficient 

embeddedness. These non-political levels of energy stakeholders are not sufficiently 

embedded because energy generation has not sufficiently been decentralized at the public 

level. If Ontario allowed sufficient time for the FIT program to proliferate and engage the 

public level in the program, then the public would have a much greater embeddedness 

and voice by having direct invested interest by being generators. Sufficient public 

embeddedness through their direct invested interest in renewable generation has the 

potential to alter the political status quo and ensure that renewable energy promotion 

continues over a long period beyond the political election cycle. This difficulty for private 

investment to occur from the public is further exacerbated by the Ontario government 

constantly issuing directives to cancel existing programs that deters investors through the 

problem of sunk cost. 

The concept of embedded autonomy directly reflects the context of Ontario’s energy 

sector. The Ontario government has the benefit of fully autonomous energy regulation at 

the provincial level in Canada. Simultaneously, the province established a degree of 

embeddedness with the public. This paper aims to determine the degree in which the 

Ontario government’s political autonomy and lack of sufficient embeddedness affected the 

outcome of the FIT program in Ontario. Did the FIT program end due to an autonomous 

Ontario government that did not represent the interests of other stakeholders when it made 

the political decision? Embeddedness of the other stakeholders will be measured by 

identifying the key levels of stakeholders in the energy procurement process of the 

province, and to identify distinct points of measurement to assess this degree of 

embedded autonomy. 

 

1.4.1. Methodology 

This paper will examine the level of embedded autonomy in the Ontario energy sector 

by measuring two key aspects of the energy development process. The first aspect is 

using Evan’s concept of embedded autonomy by specifically adapting it to the unique 

processes of the Ontario energy sector. In the case of the province, the energy 

development process involves three key levels of actors that function as stakeholders who 

make decisions that affect the outcomes of energy development. The decision-making 
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process begins with political decisions by the government, but gradually makes its way 

through the institutional and public levels before actual implementation. Therefore, it is 

necessary to examine these three levels of stakeholders within the context of embedded 

autonomy. Figure 4 illustrates that in the case of Ontario’s energy sector, a fully 

autonomous government is one that does not embed the institutional or public 

stakeholders to any extent before an energy initiative is implemented. By contrast, a fully 

embedded energy development process will distribute the decision-making authority to 

the other levels of direct stakeholders before implementation, with the goal of providing a 

sufficiently thorough and informed energy development process. 

 

Figure 4. The stages of Embedded Autonomy 
 

Table 1 provides a detailed breakdown of how each level of stakeholder is involved to 

some extent in the energy decision-making process. To generalize the roles of each 

stakeholder, the political level tends to decide what energy initiatives will occur, while the 

institutional level tends to develop and implement the avenues for the initiatives to exist 

as well as measuring their efficacy, and finally the public level tends to participate either 

directly or indirectly with the initiatives. 
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Table 1. The Three Key Levels of Stakeholders in the Ontario Energy Sector 
Level of 
Stakeholder 

Description 

Political 

 
The current government in power and its corresponding political party and cabinet 

that legislates the energy sector and creates energy initiatives such as: 
• Determining energy technology promotion 
• Determining energy conservation programs 
• Determining funding for specific energy programs 
• Determining energy development budgets 
 

Institutional 

 
The institutions that are primarily responsible for implementing, regulating and 

enforcing the energy development process such as crown corporations and their public 
utilities through initiatives such as: 

• Developing and implementing energy generation and transmission infrastructure 
• Measuring the costs of energy development and ensuring that budget limitations 

are adhered to 
• Engaging with the public level for energy initiatives and feedback 
• Implementing energy initiatives and making recommendations to the political 

level 
 

Public 

 
Public and private stakeholders such as crown corporations, municipalities, 

organizations, businesses and homeowners that participate in energy initiatives such as: 
• Participating directly in energy generation and transmission 
• Participating indirectly as the general ratepaying public that pays for the costs of 

electricity and energy programs 
 

Source: IESO, “Ontario’s Power System: Overview of Sector Roles,” Accessed on August 5, 2018. 

By distinguishing these three categories, it will be possible to assess government 

autonomy and the relative embeddedness of the stakeholders involved in the energy 

development process. The general roles of each stakeholder have been established, but 

it is also important to determine the extent in which they are involved in the overall energy 

development process. Figure 5 illustrates the relationship between an autonomous 

government and how other levels of stakeholders are embedded. Each of the three levels 

of stakeholders have specific actors in the Ontario energy sector that are primarily 

responsible for their respective level’s participation in the energy development process. It 

will be important to examine how each one of these actors participates at their level, and 

how much influence they carry in the overall decision-making process prior to 

implementation. 
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Figure 5. The Stakeholder Process for Energy Development in Ontario 

Although each level of stakeholder has numerous roles and responsibilities within the 

energy development process, it is important to distinguish and determine the key ways to 

measure decision-making authority. For the purpose and scope of this paper, it will focus 

on the generation side of the energy development process due to its correspondence to 

the structure of a FIT program. Table 2 establishes the three key decision-making forms 

that energy generation through a subsidy program such as FIT will be measured, and how 

each decision-making form will be specifically measured. Each type of decision-making 

will be examined in reference to how each level of stakeholder can meaningfully 

participate and affect change in an energy initiative prior to its final implementation. 
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Table 2. Measuring Embedded Autonomy Through Types of Decision-Making 

Type of Decision-making Decision-making measured by 

Establish or influence energy policy 

 
• Political ministerial directives 

 
• Institutional decision-making by the OPA, 

IESO, etc. 
 

• Effect of public feedback (both investors 
and the general ratepaying public) 

 
Establish or influence published provincial Long-

Term Energy Plans 
 

 
Influence specific core programs in the energy 
sector such as the lifespan, scope and intensity 

of the FIT program 
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Decision-Making in Ontario: 
The Province’s Distribution of Embeddedness in the 
Energy Sector 

It is crucial that strong and stable energy governance ensures that policies do not 

change arbitrarily or unpredictably. This importance is particularly true when economic or 

political pressures may widely change policy implementation. The importance is derived 

from the perspective of stakeholders engaging with the energy sector, and how they might 

perceive energy policy stability or lack thereof. Holburn, Lui and Morand indicate that 

“weak regulatory governance” is the reverse of such a stable environment, where weak 

governance would cause difficulty to achieve a level of credibility for any commitments 

made by future investors, as there is a perception that there is high individual stakeholder 

risk.22 There must be a strong integrated assessment of regulatory governance to 

determine how public policy is being shaped in the energy sector. 

Within the context of regulatory governance, Ontario has the ability to politically direct 

the future of its energy sector. This political power is largely exercised through the form of 

ministerial directives. These ministerial directives have a direct impact on new capacity 

generation of both conventional and renewable energies. For example, in 2009 the 

Minister directed the OPA to generate electricity from new contracts for hydro-electric 

generation facilities.23 There are a number of other ministerial directives that also required 

the OPA to contract a specific amount of capacity for various technologies. In 2010 alone, 

the Minister issued 11 ministerial directives to the OPA that reflect how political 

intervention is a key factor in the future of energy procurement in the province. In the eyes 

of potential investors, this creates a great deal of investment risk. 

Canadian Federalism: 
Implications of the Democratic System for the Energy Sector 

                                                
22 Holburn, Lui, and Morand, "Policy Risk and Private Investment.” 
23 Minister of Energy and Infrastructure, “Re: Negotiating New Contracts with Hydro-Electric 

Generation Facilities,” (2009), http://ieso.ca/-/media/files/ieso/document-library/ministerial-
directives/2009/20090507-re-negotiating-new-contracts-with-hydro-electric-generation-
facilities.pdf. 
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Being a federal system, the separation of powers in Canada includes both federal and 

provincial levels of governmental autonomy. The separation of power has implications on 

how the electoral structure of the province influences policy stability.24 The provincial 

government of Ontario has nearly the entire energy sector and all of its aspects under its 

political control. The level in which the provincial government can exercise its authority 

depends on the formation of the government in power. Since the current democratic 

parliamentary system allows for majority governments in the province, a standing political 

majority in the legislative assembly may exercise any number of legislative changes to the 

energy sector at any given time. This phenomenon may be exacerbated by an electoral 

system that continually results in different parties with conflicting interests. 

If a series of majority governments are elected consecutively with different political 

parties, there is a possibility that energy legislation and decision-making will reverse or 

dramatically alter the goals and programs of institutions. This would result in policies 

continually being created and removed. While a strong majority government is an example 

of how policies can change too frequently, examples of other states demonstrate that 

limiting executive power may also limit the flexibility in which policy is created and 

enforced.25 The result is that there must be a balance between the ability to impose new 

policy, while simultaneously ensuring it is stable enough to appeal to the stakeholders 

involved. For example, a majority government may use its majority legislative power to 

create legislation that embeds its institutions with an independent authority to implement 

energy policy. 

The Critical Role of Ministerial Directives 
for Energy Development in Ontario 

In 2003, there were renewable energy targets established through ministerial 

announcements to the public following the government’s election into power. Only two 

years later, these same targets were dropped after a ministerial directive was issued to 

the OPA to develop an Integrated Power System Plan that had some elements of RES 

targets. This plan was halted in 2008 when another minister ordered the Ontario Energy 

Board (OEB) to end the review of the Plan.26 This is one example of how ministerial 

                                                
24 Holburn, Lui, and Morand, "Policy Risk and Private Investment.” 
25 Ibid. 
26 Ibid. 
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directives will dramatically shift stances on specific energy initiatives and change the 

structure of Ontario’s energy sector even given the same political party in power. Since 

2005, there were a total of 118 directives issued for the energy sector by the Minister of 

Energy. Out of the total number of directives, 28 directives were for the FIT program itself. 

These directives range from altering the FIT programs eligible RES, capacity targets, 

pricing schemes, Indigenous energy initiatives and various others. Figure 6 illustrates both 

the number of ministerial directives implemented over time as well as the number that are 

related to FIT specifically. The graph also demonstrates how after the 2009 GEGEA was 

implemented to expand ministerial powers, the number of ministerial directives as well as 

FIT directives increased on average. 

 

Figure 6. Number of Energy Related Ministerial Directive Over time 
Source: IESO, “Ministerial Directives,” Accessed August 2, 2018. http://ieso.ca/document-
library/search-results?q=&pi=0&c=3B09226D-D2B0-4F9D-BFB4-F3B004A1154C&a=false 
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all occurs, there can be a severely problematic trust in the energy system as a whole from 

participants.27 The implications are clear and have been previously documented: 

“The combination of concentrated political control over sector agencies in a 

single ministry and of ultra-flexible policy mechanisms creates an environment of 

high regulatory risk in the industry. Major dimensions of renewable energy policy 

may be readily modified at the discretion of an individual minister by initiating 

directives to agencies or even simply by proposing to do so. Changes over time in 

ministerial policy preferences, which may occur in response to the appointment of 

new ministers, unanticipated sector-specific shocks and events, or to organized 

stakeholder pressures can thus lead to rapidly shifting agency decisions.”28 

The result of these frequent and often significant changes is a lack of trust from the public 

level of stakeholders, and the inability for institutions to normalize and integrate policy over 

longer periods of time. The FIT program is simply another policy instrument that is held by 

the throat as a result of the next political objective of the governing party. This is further 

reinforced by the new Conservative Party that gained a majority government in 2018. The 

majority of the issued directives were given by the Liberal Party from 2005 - 2016, but the 

same phenomenon is already occurring with a new party in power. Within half a year of 

the Conservative’s majority election, the FIT program’s legacy contracts were ended in 

2018 through a ministerial directive to cancel existing FIT contracts in progress for 

approval.29 

 

                                                
27 Guy Holburn, "Assessing and Managing Regulatory Risk in Renewable Energy: Contrasts 

between Canada and the United States," Energy Policy 45 (2012). 
28 Holburn, “Assessing and Managing Regulatory Risk,” 660. 
29 Executive Council of Ontario, “Minister’s Directive to: The Independent Electricity System 

Operator,” (2018), http://www.ieso.ca/-/media/files/ieso/document-library/ministerial-
directives/2018/directive-20180713-wind-down-fit-and-lrp.pdf?la=en. 

    See Appendix A 

http://www.ieso.ca/-/media/files/ieso/document-library/ministerial-directives/2018/directive-20180713-wind-down-fit-and-lrp.pdf?la=en
http://www.ieso.ca/-/media/files/ieso/document-library/ministerial-directives/2018/directive-20180713-wind-down-fit-and-lrp.pdf?la=en


19 

 History of the Energy Sector: 
Ontario’s Recurrent Political Interventions 

It is important to examine the history of the Ontario energy sector, as the 2016 end of 

the FIT program did not result from a select few recent events. The end of the subsidy 

program occurred due to the deeply skewed relationship towards the federal Liberal 

political party and its cabinet since the early 2000s. This relative relationship between the 

dominating political level relative to its counterpart institutional and public stakeholders is 

longstanding, and it is important to assess whether historical developments led to a 

context that is more, less or relatively the same in its conduciveness to embedding other 

stakeholders in the decision-making process for energy procurement. From 2002 - 2009, 

the majority of decision-making authority was in the hands of the political level while the 

institutional level reformed its structure several times. The public’s involvement during this 

period was limited but significant towards the implementation of the FIT program due to 

their collective voice of RES lobbying. Following the implementation of GEGEA and the 

FIT program in 2009, the restructured institutions began engaging with the public in more 

detail with the goal of further embedding the public as stakeholders in the energy decision-

making process. However, the institutional level’s engagement with the public during this 

time was largely superficial in its ability to grant the public level a greater degree of 

decision-making ability to influence meaningful implementation in the energy decision-

making process. 

 

 Political Autonomy and its Interventions: The Failure of 
the Wholesale Energy Procurement Structure in 2002 

In 2002, the Liberal government-owned wholesale model of energy development 

consisted almost exclusively of the dynamic between political decision-making and the 

follow-up of institutional implementation. Instead of using medium or long-term contracts, 

the province engaged in a wholesale model that simply sold electricity at spot market 

prices that reflect the current market price at which energy is bought or sold for immediate 
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payment and delivery.30 The energy sector at this time was also almost entirely owned 

and generated by the government. Within this context of energy procurement, a main 

cause for the eventual failure of this model was government political intervention. For 

example, there was a public backlash in 2002 that resulted from an increased cost of 

electricity.31 The government responded by directly intervening and freezing retail prices 

for the majority of electricity consumers. By directly intervening, the government 

demonstrated that through its autonomous power it was willing to significantly involve itself 

in the economic side of energy development by indirectly preventing existing investors 

from gaining back their capital investment, as well as simultaneously deterring future 

investors from participation.32 While this was occurring, the government itself still owned 

a majority of the energy generation assets in the province. It was difficult for private 

investment and public energy generation to flourish when many of the largest projects, 

even outdated ones, were still being held by government ownership. 

 

2.2.1. Balancing Autonomy Between the Political and Institutional 
Levels 

Even as far back as 2002, there was a desire to balance autonomy between different 

levels of stakeholders in the energy decision-making process. While there was no question 

on the decision-making autonomy of the political level, the independence of energy related 

institutions in the province was put into question. Wyman argued that there is a balance 

between independence and accountability that must be adhered to by the institutions.33 

The OPA inherently needed a degree of independence in order to develop policies and 

some degree of consistency for investors, as well as simultaneously acting as some form 

of independence against governmental political interventions. The other side of the 

balance dictated that independent institutions such as the OPA must also be held 

accountable to government. Accountability in this case is measured through various ways, 

but the largest factor is economic. Unnecessary government spending of public funds 

                                                
30 Michael Wyman, Power Failure: Addressing the Causes of Underinvestment, Inefficiency 

and Governance Problems in Ontario's Electricity Sector, C.D. Howe Institute, 2008. 
31 Ibid. 
32 Ibid. 
33 Ibid. 
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consistently finds its way into media headlines and causes public controversy, particularly 

when it is directly seen on the bills of ratepayers. At the time during the wholesale market 

era, the OPA seemingly provided a balance between the two ends of independence and 

accountability, but the context was still one of state-controlled energy generation for 

economic purposes. Ontario Power Generation (OPG), the province-run utility, owned the 

majority of generating assets and faced a number of criticisms over political interference 

controlling its future and key decision-making.34 

One of the main criticisms was that the energy that OPG generated was sold at 

government regulated prices, and this regulation created upper revenue limits to reduce 

the price of electricity for consumers for both hydro and nuclear energy.35 Although 

ratepayers saw lower electricity prices, controlling the price of energy would only prolong 

the potential problems of the public level’s underinvestment. On top of an increasing public 

debt that the government was taking on by freezing prices, private investors from the 

public saw that if the government was willing to manipulate the prices of its own public 

utility, then what was stopping it from doing the same for private investment at a later date. 

Furthermore, if the government was offering large amounts of baseload energy for below 

competitive prices, then private investors would not be able to compete at a reasonable 

level and are disincentivized from participating at all. In this scenario, Wyman believes 

that the government should be “[energy] technologically neutral”.36 The process of using 

political ministerial directives to pick winners and losers for specific energy technologies 

poses a number of problems. Simply deciding which energy technology best politically fits 

the grid will adhere to imperfect information that does not reflect ideal economic decision-

making.37 This is a problem that a program such as FIT can overcome by offering 

subsidies to a renewable portfolio of energy technologies. 

                                                
34 Ibid. 
35 Ibid. 
36 Ibid., 261. 
37 Ibid. 
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2.2.2. The Potential for the Political Level to Embed Autonomy in 
Institutions 

Although energy technologies were selected through ministerial directives in this pick 

and choose fashion, Wyman believes there are ways that ministerial directives can be 

used beneficially. A ministerial directive may be used to create a formal, transparent and 

neutral process for forming future directives whether they be related to the integrated 

power system plan, a FIT program or future policy initiatives.38 A ministerial directive could 

also provide the state-owned utility a greater degree of control over what energy 

technologies they pursue, and this would not require any formal legislation to 

accomplish.39 Wyman argues that it is possible for Ontario to adopt a political structure 

that both compliments the energy sector through directives, but also ensures that the 

political system cannot make critical decisions such as controlling the price of electricity.40 

In this case, controlling electricity prices would take the form of setting higher contract 

prices, but also preventing the government from freezing or lowering prices as political 

cost saving measures. 

By finding a balance between political influence and institutional independence, it will 

be possible to develop new policies without political intervention arbitrarily regulating 

prices through investments in the energy sector. There is a clear message that even at 

the beginnings of the contemporary energy procurement process in 2002, the political 

system should not have had the ultimate authority to determine what energy technologies 

to use, nor the ability to frequently change their price, as Wyman believes that market-

forces are sufficient to determine this on their own.41 Politically controlling the price of 

electricity demonstrated a key implication. If the government is willing to control and lower 

electricity prices for publicly owned utility generation to appease the general ratepaying 

public, then it will deter private investors and their potential generation due to the fear of 

sunk cost. These events in 2002 are a direct reflection of what would eventually occur at 

the time of the end of the feed-in tariff program in 2016. This reflection will be further 

discussed in section 2.3. 

                                                
38 Ibid. 
39 Ibid. 
40 Ibid. 
41 Ibid. 
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 The Political Level’s Autonomous Decision to move to 
a Hybrid Configuration of Energy Development 

After the wholesale government owned model failed to provide sufficient energy 

development, a series of transitions occurred that gradually enabled (although limited) 

gradual private sector energy investment that eventually led to the modern FIT program. 

In 2004, the Ontario energy sector transitioned away from a period of Crown corporation 

ownership for the majority of energy generation in the province. The transition led to what 

many scholars have coined the “hybrid configuration”.42 However, this gradual transition 

towards privatization did not prevent the Ontario government from continuing to 

consistently intervene in the province’s energy sector. A hybrid environment was created 

where the energy sector saw a mix of public and private investment as well as government 

market control.43 The Ontario Power Authority was established to provide a centralized 

form of power procurement where it would allow private entities to compete on power 

projects through a bidding process. Three key imperatives were imposed through the 

hybrid regime: 

1. Phase out coal fired generation by 2014 

2. Smart meter and conservation of energy usage 

3. Encourage cleaner electricity44 

The third imperative of encouraging cleaner electricity was to be accomplished by 

focusing on the supply side of the energy production cycle. By targeting the sources of 

generation, it is possible to promote clean energy development as opposed to mitigating 

the emissions of conventional energy technologies such as carbon capturing. The goal of 

promoting cleaner electricity would develop in the province through four key phases of 

policy development in the Ontario energy sector: 

1. Renewable Energy Source Request for Proposals 

2. Renewable Energy Standard Offer Program 

3. Green Energy and Economy Act 

                                                
42 Daniel Rosenbloom and James Meadowcroft, "The Journey towards Decarbonization: 

Exploring Socio-technical Transitions in the Electricity Sector in the Province of Ontario (1885–
2013) and Potential Low-carbon Pathways," Energy Policy 65, (2014). 

43 Wyman, Power Failure, 6. 
44 Rosenbloom and Meadowcroft, “The Journey towards Decarbonization.”  
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4. Feed-in Tariff45 

Despite the drive towards the privatization of energy generation, the government of 

Ontario continued to exercise its decision-making autonomy to intervene in each of these 

four energy development phases. During these phases the government demonstrated that 

although it was willing to allow private investors from the public to participate, these 

investors were highly limited in the decision-making that they could pursue in terms of 

developing the future direction of the Ontario energy sector. The role of private investors 

was limited to participation in programs decided by the political level. The following 

sections will demonstrate how the lack of decision-making influence from private investors, 

as well as the potential for sunk cost in private investments following frequent political 

changes to the energy sector would make private investment from the public level difficult 

to sufficiently embed in the energy sector. 

 

2.3.1. Renewable Energy Source Request for Proposals (RfP): A 
Period of Political Interventions to Maintain Low Electricity Costs 

The Renewable Energy Source Request for Proposals was the first stage of Ontario’s 

post-hybrid structure that eventually failed to produce sufficient energy capacity. The 

government’s decision for long-term contracts with private investors without long-term 

planning was a failed attempt at privatizing energy and resulted in unforeseen economic 

consequences. These consequences would later force further political government 

intervention to lower electricity prices for consumers. The period is a direct demonstration 

of complete autonomy at the political level of stakeholders, and how isolated political 

decision-making creates recurrent electricity price problems due to the nature of the 

political election cycle. 

Political Decision-Making Autonomy and its Boom-Bust Cycle of Increased 
Electricity Prices 

The 2005 government of Ontario was already facing problems that reflect today’s 

circumstances in the province’s energy sector. The OPA was created during this time and 

                                                
45 Leah Stokes, "The Politics of Renewable Energy Policies: The Case of Feed-in Tariffs in 

Ontario, Canada," Energy Policy 56 (2013). 
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its intention was to assume a number of responsibilities such as forecasting energy 

demand. The independent corporation would also be directly responsible for offering 

contracts to the private sector with the target of procuring new capacity for energy 

generation. The intent of this allocation of responsibility was to reduce the reliance of the 

government on spot market prices to be the most contributing factor for investment into 

the energy sector.46 Instead of purely relying on price, there was a goal to increase long-

term contracts between those who invest and generate with those that purchase large 

volumes of electricity. 

The lack of creditworthy electricity purchasers in the sector signalled a demand to 

artificially create the connection between generators and buyers.47 Long-term contracts 

established by the government were a means to negotiate fixed-price contracts that 

removed the burden of the purchaser who would have to ensure that they have the long-

term ability to pay for generated energy. Trebilcock and Hrab argue that long-term 

purchase agreements can foster investment from the private sector, but the resulting effect 

is that the public, as ratepayers, must now be held fiscally responsible for any market 

risk.48 If the ratepaying public is significantly affected by increased prices, then this may 

reflect public opinion of the governing party. The result is that the government is more 

likely to politically intervene in the energy sector to regulate the industry’s costs through 

program or price regulation. 

If electricity prices actually represented the market conditions of generating and 

purchasing energy, then it would force the public to implement other options to reduce 

cost. For example, implementing demand-side initiatives to promote electricity 

conservation may compliment the increased prices from natural market-based price 

generation. The authors argue that only in the scenario, will there be a reduction in the 

volatility of the Ontario energy sector by allowing more legroom for costly energy subsidy 

programs.49 Rather than the government coming to these conclusions about the future of 

the energy sector on a pre-emptive basis, it has and continues to implement directives 

and policies that do not tackle the root cause of the problem. The government rather tries 

                                                
46 Michael J. Trebilcock and Roy Hrab, "Electricity Restructuring In Ontario," The Energy 

Journal 26, no. 1 (2005). 
47 Trebilcock and Hrab, “Electricity Restructuring in Ontario.” 
48 Ibid. 
49 Ibid. 
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to mitigate the consequences of previous decisions on an ad hoc basis.50 An example of 

ad hoc decision-making would be decision to end the FIT program in 2016 due to rising 

electricity costs and unintended political consequences. 

Holding the ratepaying public accountable to pay for unpredictable future costs from 

generation is problematic, but offering long-term contracts with no long-term planning can 

result in even further problems from under or overproduction of electricity relative to 

demand. When long-term contracts are desired by the government to ensure sufficient 

energy capacity development, they must be implemented within the context of long-term 

energy planning. If the Ontario government does not plan on how to implement long-term 

contracts without dramatic financial consequences for ratepayers, then the government 

will be forced to make more political interventions to cancel costly energy programs or 

further freeze or regulate electricity prices. 

An example of the lack of long-term energy planning was the 2005 Ontario 

government’s commitment was to phase out all coal generation by 2007. The goal during 

this period, was clearly a challenging one due to the province’s eventual decision to push 

back the end of the phaseout to 2014. Another insufficiently planned key initiative to reach 

a 2007 target was an immediate request for proposals to contract up to 2500 MW in 

generating capacity to replace one-third of coal generation in the province.51 The context 

at the time was a strong example of a historical feedback loop from contracting long-term 

power agreements. In the 1980s and 1990s Ontario Hydro initiated a number of long-term 

generating contracts where some would not expire as late as 2048.52 Having a situation 

where significant change to the type of energy technology for generation was necessary 

to meet targets, the Ontario government was more limited in what they could change due 

to a significant number of ongoing previous commitments. This was a direct example of 

the insufficient long-term planning of the government and its focus to instead make short 

term political interventions. 

The combination of an autonomous political government making energy decisions 

together with its desire to prioritize short term benefits for the public within the political 

                                                
50 Ibid. 
51 Ibid. 
52 Ibid. 
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election cycle results in the aforementioned boom-bust cycle of energy programs and 

electricity prices. When there is already a tight commitment to previous initiatives 

combined with strong artificial control of electricity price through inconsistent short-term 

decision-making for energy development, it is difficult to dramatically reform the energy 

sector without increased economic consequences. There was insufficient political will to 

increase the cost of electricity for consumers in 2005 as politicians were making decisions 

based on a 4-year election cycle basis reflected by having a 2013 long-term energy plan 

followed by one in 2017. If the government decided to unfreeze electricity prices it would 

have allowed for the private sector to further participate rather than be pushed away due 

to uncompetitive prices. This could have potentially alleviated increasing economic debt 

from energy generation due to natural market competition from private investors.53 A 

second benefit from private investment is that the lack of electricity price regulation would 

prevent further accumulating public debt that would eventually have to be paid by the 

taxpayers in one way or another. Rather than having private investment from the public 

level interject in the boom-bust cycle of electricity prices, the government prioritized 

alleviating cost for ratepayers. This same phenomenon occurred with the end of the FIT 

program due to its consequences for electricity prices, and will be further discussed in 

section 2.4. 

A Temporary Increase in Public Stakeholder Embeddedness: The Limited 
but Important Role of Public Lobbying that Led to the 2009 FIT Program 

In the failing context of Ontario’s decision to procure new energy capacity through 

proposals for energy development with an auction mechanism, it soon became apparent 

that the RfP structure was not sufficient on its own to tackle the increasing worry about “if 

there will be enough power” for the province.54 The solution, according to the Ontario 

Sustainable Energy Association (OSEA) formed in 1999, would be a re-focus on 

developing domestic provincial energy capacity.55 Throughout the early 2000s the OSEA 

engaged in lobbying as a public stakeholder with this goal in mind. The organization’s 

                                                
53 Ibid. 
54 OPG Review Committee, “Transforming Ontario’s Power Generation Company,” (2004): 6, 

http://www.ontla.on.ca/library/repository/mon/7000/242803.pdf. 
55 Ian H. Rowlands, “The Development of Renewable Electricity Policy in the Province of 

Ontario: The Influence of Ideas and Timing," Review of Policy Research 24, no. 3 (2007): 198. 
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lobbying would shape the future of the Ontario energy sector for the next decade and 

beyond. 

The OSEA’s goal was to ensure that the provincial economy would be the focus of 

energy development. The goal would be imposed by targeting the creation of 

manufacturing jobs that would instigate a rural revival of the economy.56 Coinciding with a 

fresh new liberal government in October 2003, Paul Gipe was selected as the interim 

executive director for the OSEA. Gipe was the key figurehead that spearheaded a new 

OSEA campaign that called for a feed-in tariff program. This form of energy subsidy 

procurement was a first in the provincial industry that historically focused all of its attention 

on RfPs.57 A call for feed-in tariffs by the OSEA was a direct response to the organization’s 

goal of domestic economic promotion. Unlike the RfP system that had winners and losers 

based on its auction system, as well as the tendency to suppress smaller actors in the 

energy sector from participating, the feed-in tariff program was the domestic political 

answer for universal economic gain. The program would allow for anybody to participate 

as the only competitor would be yourself and how much you can generate. The FIT 

program at this time, was seen as a potential mechanism to reach out to the millions of 

Ontario residents. Every individual Ontarian had the potential to reap the economic 

rewards of their own energy generation, thus increasing the economic capacity of the 

province.58 

A shift of focus onto the preliminary FIT-like structure of energy development reflected 

a shift in paradigm during this period. There was a direct rejection of market forces through 

the auction structure as the exclusive mechanism for renewable energy promotion. The 

newfound alternative was a political drive to seek a larger scaled portfolio of various 

renewable energies available to the province. This political drive was caused by lobbying 

from the public level through the OSEA. However, despite the public level’s lobbying, there 

was still a series of individual political decisions made by key political entrepreneurs that 

facilitated dramatic change in the energy sector of Ontario.59 These key political 

entrepreneurs reflect the structure of political autonomy that is seen in the Ontario energy 

                                                
56 Rowlands, “Development of Renewable Electricity Policy,” 198. 
57 Ibid., 199. 
58 Ibid., 200. 
59 Ibid., 202. 
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sector. The lobbying of the OSEA demonstrated that the public level’s ability to influence 

energy decision-making was limited as the decision to implement the FIT program was 

still entirely in the hands of the political level, as well as the implication that a relatively 

small organization can act as a key entrepreneur to advocate non-consensually on behalf 

of the greater general public. This public lobbying eventually led to political key decisions 

made for a FIT program in the following stage discussed in section 2.3.2. 

 

2.3.2. Renewable Energy Standard Offer Program (RESOP): The 
Limited but Important Role of Public Level Lobbying 

The RESOP stage was the best historical example of how the public level of 

stakeholders could potentially influence political energy sector decision-making. Although 

the RfP program laid the groundwork for an individual based contract system of procuring 

energy generation, it was only the preliminary form of the eventual 2009 FIT program. 

Increased Public Level Embeddedness: The OSEA’s Temporary Influence 
on Political Decision-Making 

The RfP system first transformed into a second stage of four known as the Renewable 

Energy Standard Offer Program. The beginnings of RESOP occurred when the OSEA 

began to target the Minister of Energy and her staff by directly advocating for “advanced 

renewable tariffs.”60 The term was the preliminary description of what would slowly evolve 

into the final phase of the FIT program in Ontario. The organization successfully lobbied 

for the ability to draft a policy document that would directly address the idea of policy 

designs for smaller-scale renewable energy projects. The policy document was completed 

in July 2005, and it took the form of a report titled “Powering Ontario Communities: 

Proposed Policy for Projects up to 10 MW”.61 Within the report, the program’s key 

recommendations were to offer 20 year fixed-price contracts for eligible projects with a 

right to interconnect to the grid.62 This was the foundational structural proposal for what at 

                                                
60 Stokes, “The Politics of Renewable Energy Policies,” 493. 
61 Ibid. 
62 Paul Gipe, Deborah Doncaster and David MacLeod, “Powering Ontario Communities: 

Proposed Policy for Projects up to 10 MW,” Prepared by the Ontario Sustainable Energy 
Association for the Ontario Ministry of Energy (2005): 5.  
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the time was called the Standard Offer Contract (SOC).63 The SOC was the preliminary 

basic form of what would later be coined as the FIT program in Ontario. The program 

sought to differentiate itself from that of the standard auction system for larger contracts 

by limiting its initial project capacity to 10 MW per project.64 

A key part of the report was its reference to pre-existing FIT programs in European 

countries, with Germany being a notable example. The report referenced how among 

other European states, Germany used their FIT program to result “in more renewable 

energy generation than any other policy, but has also incubated a whole new 

manufacturing sector by allowing a steady flow of manufacturing orders from many and 

diverse project developers.”65 However, perhaps the most profound recommendation by 

OSEA was their adamant suggestion to leave the program uncapped as a pilot until 2010, 

and with a review after 2 years.66 Leaving the program uncapped could potentially lead to 

dramatic RES growth but with potentially large unintended consequences such as a 

significant increase in electricity costs. 

Following the advocacy of the program by OSEA, the first form reminiscent of the 

contemporary FIT program was launched in 2006 through a directive from the Minister of 

Energy. The Minister indicated that a Standard Offer Program would take effect 

immediately, and that the Ontario Energy Board would work together with the Ontario 

Power Authority to implement “non-discriminatory access to the electricity system” for 

small generators.67 The OPA had the implementational authority for the program and 

determined that the province would initially establish specific 20-year contract prices for 

wind, hydroelectric and biomass at $110/MWh and $420/MWh for Solar PV.68 The prices 

set by the RESOP program were a combination of the “average bids from the RFP system, 

the value of distributed generation benefits, and compensation for limiting the size of 

                                                
63 Gipe, Doncaster and McLeod, “Powering Ontario Communities,” 5. 
64 Ibid. 
65 Ibid., 6. 
66 Ibid., 8. 
67 Minister of Energy, “Re: Standard Offer Program,” (2006), http://ieso.ca/-

/media/files/ieso/document-library/ministerial-directives/2006/20060321-re-standard-offer-
program.pdf. 

68 Ontario Power Authority, “Presentation to the smart grid Forum: Distributed Energy,” 
(2008): 4, http://www.ieso.ca/-/media/files/ieso/document-library/smart_grid/materials/2008/OPA-
Distributed_Generation.pdf. 
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projects to 10 MW”.69 However, advocates of renewable energy argued that this value-

based method did not provide a sufficient rate of return for developers, and that a cost-

based approach would have a significantly higher effect on promoting renewable 

development.70 This phase of the public stakeholders having meaningful influence on 

energy development was short-lived. The latter half of the following GEGEA phase created 

a further imbalance between the three levels of stakeholders by granting further autonomy 

towards the political level of decision-making for the Ontario energy sector. 

 

2.3.3. Green Energy and Green Economy Act (GEGEA) and Its 
Increase in Autonomy for the Political Level 

In 2009, GEGEA passed as legislation with the goal of making Ontario a leader in 

clean energy. The legislation sought the elements of a FIT program that continued until its 

end in 2016. Instead of using value-based compensation and focusing only on smaller 

projects, the FIT program under GEGEA modelled itself after other modernized FIT 

programs such as Germany.71 Under this new FIT program, there were still 20-year 

contracts issued for solar PV, wind, biomass and other renewables as well as 40-year 

contracts for hydro power. On top of continuing this existing contract structure, there was 

a new cost-based price-schedule for the FIT program that reflected both the cost of 

generating electricity from individual renewable resource types and also an added rate of 

return that was deemed to be 10-12% at the time.72 

The beginnings of the modern FIT program were implemented in a promising 

environment of strong collective advocacy of non-governmental organizations. In 

response to the previous RESOP program’s limitations, OSEA expanded its membership 

by politically aligning with the Blue Green Alliance, an organization composed of 

Environmental Defense and the United Steelworkers Union, as well as building a 

relationship with various indigenous populations.73 Having established a comprehensive 

                                                
69 Stokes, “The Politics of Renewable Energy Policies,” 493. 
70 Ibid., 494. 
71 Stokes, “The Politics of Renewable Energy Policies.” 
72 Ibid. 
73 Ibid. 
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advocacy coalition, the organization was able to successfully lobby for this advanced  and 

modern form of FIT that built upon the previous 2004 RfP and 2006 pre-FIT programs. 

After a seemingly promising involvement of public stakeholders contributing to the 

establishment of a modern Ontario FIT program, the 2009 Green Energy Act 

fundamentally changed the interplay between the political and institutional levels of the 

energy sector.74 The interplay was further shifted towards the political level of stakeholders 

who gained further influence over energy development. A key change was that the 

minister could determine whether the procurement process would be competitive or fixed 

by the government (s.25.32(4.2)), as well as to decide what the pricing structure will be 

used by the OPA at the time (s.25.32(4.3)).75 The minister also gained the ability to direct 

the OPA to include specific stakeholders such as the indigenous populations of Ontario. 

There were also key amendments made to the 1998 Ontario Energy Board Act that 

limited the OEB’s ability to make independent decisions and redirected this authority to 

the standing government for various issues. S.1.1 of the Act was modified to ensure the 

OEB promotes conservation, demand management and procurement that is “consistent 

with the policies of the government of Ontario.”76 The minister has the power to appoint 

the entire board of directors for the OPA (now IESO).77 A key aspect of this appointment 

is that the duration of the appointment is only for 2 years. Due to the duration being shorter 

than the 4-year political election cycle, the minister may decide not to renew the 

appointment of disagreeing board members. This dynamic between the two levels ensures 

that the policies of the institution are strictly regulated and controlled. Contrary to the 

previous suggestions of Wyman that an institution such as the OPA should have a balance 

of independence and accountability, GEGEA ensured that the political level would have 

the significant majority of autonomous decision-making, and that the OPA and its 

authoritative structure was merely subservient to the minister. Following GEGEA, the 

advocacy and lobbying of the OSEA fell into the background of decision-making, and the 

public level of stakeholders lost a significant foothold in its future ability to affect energy 

policy and development. 

                                                
74 Holburn, “Assessing and Managing Regulatory Risk.” 
75 Ibid. 
76 Ibid. 
77 Ibid. 
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2.3.4. The Contemporary Feed-in Tariff Program (FIT): A Renewed 
Attempt to Increase the Public Level’s Embeddedness 

Along with GEGEA came the contemporary FIT program in 2009. The program 

established a new and unique dynamic between the three levels of stakeholders. The FIT 

program saw specific changes with its relationship to institutional stakeholders. The 

Independent Electricity Operator was created and eventually merged with the existing 

OPA. This new institution had the potential for an expanded mandate and responsibilities. 

These responsibilities were reflected in the institution’s increased outreach with the public 

stakeholder level due to the nature of the new FIT program. The post-2009 FIT program 

was structured into two main categories: 

1. FIT installations 

a. Large FIT (greater than 0.5 MW)78 

b. Small FIT (less than or equal to 0.5 MW)79 

2. MicroFIT installations (10 kilowatts (kW) or less in size)80 

While the predecessors of the FIT program such as RfP focused on one classified 

level of implementing RES, the newly developed 2009 FIT program created a new, smaller 

class of RES development. Renewable energies can tap into smaller markets through 

small scale, decentralized generation. This ability is reflected in Ontario’s decision to 

implement a MicroFIT program. MicroFIT subsidies could target generators at a much 

smaller scale such as a household and open up energy generation subsidy incentives for 

consumers at various other smaller market levels. The microFIT program had its own 

certain specific qualifications and requirements. To be eligible for the micro variant, an 

energy project must be located in Ontario and generate electricity using a renewable 

source of energy such as solar or wind.81 This program had the potential to expand RES 

generation within the public and its private investment. 

                                                
78 IESO, “Progress Report Contracted Supply Q2 2016,” (2016): 24, 

http://www.ieso.ca/Documents/Supply/Progress-Report-Contracted-Supply-Q22016.pdf. 
79 Ibid. 
80 IESO, “About microFIT,” Last Modified December 2017, 

http://microfit.powerauthority.on.ca/about-microfit. 
81 Adonis Yatchew and Andy Baziliauskas, "Ontario Feed-in-tariff Programs," Energy Policy 

39, no. 7 (2011): 3888. 

http://microfit.powerauthority.on.ca/about-microfit
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However, the FIT program has been controversial among academics and interest 

groups. In its introductory year, the FIT structure of Ontario specifically focused on 

promoting the engagement of the community rather than their ownership of energy 

production.82 Community ownership is defined as the encouragement of “widespread use 

of community-based models – where local profit sharing and involvement in decision-

making is more prevalent.”83 The approach of the Ontario FIT program was to set specific 

prices over a number of years for electricity generated through various renewable 

technologies. The approach simply added “price-adders” that would function as an attempt 

to engage private generation of renewable energy, but not for them to own the means of 

energy production. The objectives of the FIT program indicated by the Minister of Energy’s 

Directive were to: 

“Increase the capacity of renewable energy supply to ensure adequate 

generation and reduce emissions; introduce a simpler method to procure and 

develop generating capacity from renewable sources of energy; enable new green 

industries through new investment and job creation; and provide incentives for 

investment in renewable energy technologies.”84 

The scope of this ministerial directive was for regulators and the government to 

account for the increased costs of renewable energies within existing transmission 

infrastructures as opposed to new ones, and to provide an economic incentive to pursue 

them within this context.85 Therefore, the FIT program’s intention was always a top-down 

strictly regulated approach for procuring clean and renewable energy. This top-down 

regulation through political decisions that are carried out by the institutions will be 

discussed in detail in section 2.4. 

 

                                                
82 Chad Walker and Jamie Baxter, "Procedural Justice in Canadian Wind Energy 

Development: A Comparison of Community-based and Technocratic Siting Processes," Energy 
Research & Social Science 29 (2017): 161. 

83 Ibid. 
84 Minister of Energy and Infrastructure, “Development of a Feed-in Tariff Program,” 1, (2009), 

http://ieso.ca/-/media/files/ieso/document-library/ministerial-directives/2009/20090924-feed-in-
tariff-program-development.pdf. 

85 Yatchew and Baziliauskas, “Ontario Feed-in tariff Programs,” 3888. 
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 The Post-2009 Ontario Energy Sector and the FIT 
Program 

Following the implementation of GEGEA and the contemporary FIT program in 2009, 

this era of the Ontario energy sector saw an increase in ministerial directives for FIT. At 

the same time, the contemporary FIT program as well as general energy policy saw a 

number of stakeholder feedback initiatives carried out by the IESO in an attempt to 

increase participation from the public level of stakeholders. These initiatives are carried 

out by the institutional level, and the interaction between the institutional and public levels 

will be examined to determine whether there has been meaningful embeddedness gained 

for the public level. 

 

2.4.1. The Stagnant Embeddedness of Institutions in post-2009 
Energy Decision-Making 

Despite changes to the institutional structure, the level of autonomy for institutional 

decision-making remained weak and limited. During the lifespan of the modern FIT 

program, the institutional organizations in charge of administering the FIT program such 

as the IESO and OEB were largely limited in their role for energy development. Their role 

was to mainly balance energy capacity development versus the contract cost of the FIT 

system as well as other energy program initiatives. The actions of the institutional level 

also directly affect other public generating entities such as Ontario Power Generation 

(OPG) and Hydro One, as these entities are publicly owned and are directly accountable 

to formal government institutions. 

Ontario’s 2013 Long-term Energy Plan indicated that the role of IESO would be to 

conduct an independent review of the Global Adjustment fee (GA) by engaging with as 

many stakeholders as possible. The GA is an added price for electricity that ratepayers 

must eventually pay. It reflects the difference between the wholesale market price for 

electricity and the extra added costs resulting from government energy policy. This policy 

includes the rates at which public and private generators actually sell electricity compared 
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to the wholesale rate, as well as programs delivered by the government with an example 

being electricity conservation efforts.86 

Through the GA review, stakeholders provided input and comments on what their 

opinions are of the current GA and how it could be adjusted or changed. The goal of the 

study is to “seek stakeholder feedback at each stage of the process to ensure the GA 

review is comprehensive.”87 After 3 years of consultations and a number of drafts, the final 

Global Adjustment Review version was published in January 2014. Navigant, a consulting 

firm, was contracted to aggregate the findings and provide their review of the allocation of 

the GA costs and to identify more efficient options. This review is comprehensive and 

identifies the various component parts of the GA cost. The individual components were 

examined, and potential alternatives were suggested for more efficient energy generation. 

There were several key considerations concluded within the review that highlight how 

stakeholder engagement was considered. The Association of Major Power Consumers in 

Ontario (AMPCO) provided a number of suggestions to the IESO report on the GA cost 

distribution. The organization is a conglomerate of various leading industries in Ontario 

that voluntarily joined the organization’s membership to offer a “strong and unified voice 

to policymakers in order to ensure their competitiveness as key engines of Ontario’s 

economy.”88 The organization’s primary concern was that when there is both a presence 

of sunk costs such as investment in the energy sector through FIT contracts or other 

development, and when there is also taxation that distorts the natural market and its prices 

that drives suboptimal market behavior (such as regulating public utility rates), then these 

two factors in unison will inherently drive the government of Ontario to recover the sunk 

costs through its customers being the ratepayers of the province.89 

Instead of pursuing the desired price of electricity based on existing demands, the 

government would be recovering the costs inversely according to the desires of the greater 

                                                
86 IESO, “Electricity Pricing: What is Global Adjustment?,” Accessed August 1, 2018, 

http://www.ieso.ca/learn/electricity-pricing/what-is-global-adjustment. 
87 IESO, “Stakeholder Engagement Plan SE-106: Global Adjustment (GA) Review,” (2011), 

http://www.ieso.ca/-/media/files/ieso/document-library/engage/completed/ga-review_completed-
engagement.pdf. 

88 AMPCO, “About AMPCO,” Accessed August 2, 2018, 
https://www.ampco.org/index.cfm?pagepath=About_AMPCO/Members&id=36576. 

89 Ibid. 
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consumer population. If the government tries to recover the costs from its own decisions 

by allocating the burden to the ratepayer, then the ratepayers will simply attempt to 

proportionately reduce their consumption as much as possible. The end result would be 

that the costs would have to be recovered by another means regardless, and that there 

will always be a stakeholder in the process that will be forced to carry the economic burden 

and compensate for the increased costs in energy. This stakeholder is often larger industry 

that cannot simply or quickly reduce their consumption of electricity compared to a small 

household.90 

AMPCO’s suggestions for the future of the GA are only one example of a stakeholder 

providing their input into the report. Many other suggestions from various other 

organizations contributed feedback at a number of other presented opportunities through 

the multi-year process of creating the final draft of the GA price report. Once all the 

feedback was received, the authors of the report provided their own responses to the 

suggestions. For example, Navigant responded to AMPCO’s concerns by indicating: 

“The fundamental benefit of critical peak pricing, of which the regulatory 

treatment of GA costs in Ontario is an example, is that it provides for system-wide 

efficiencies by incentivizing the most price-sensitive customers to invest most in 

reducing consumption during peak periods, and shifts costs to customers who are 

mostly indifferent to price increases. Theory suggests that recovering costs most 

from those least sensitive to price promotes efficient demand responses from the 

most price-sensitive customers, while minimizing inefficient market distortions.”91 

While there is no question that the IESO study and Navigant’s actions to create the 

final report are an example of stakeholder engagement within the context of energy 

generation, this report was nonetheless relatively narrow in its scope. The report process 

invited all stakeholders who were involved or affected in any capacity by the cost of the 

GA to participate. Participation from the general public is important as the GA affects all 

                                                
90 IESO, “Stakeholders provided feedback on the Global Adjustment (GA) Review – Second 

Draft Report,” (October 4, 2013), 2, http://www.ieso.ca/-/media/files/ieso/document-
library/engage/completed/ga-review_completed-engagement.pdf. 

91 IESO, “AMPCO’s Response to IESO on Its Consultation SE-106 Considering Second Draft 
Report by Navigant Consulting,” (August 22, 2013), 3, http://www.ieso.ca/-
/media/files/ieso/document-library/engage/completed/ga-review_completed-engagement.pdf. 
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ratepayers, but only larger organizations and private companies actually participated.  

Despite there being a discussion by organizations and companies on how adjusting the 

consumer cost may affect themselves as larger organizations, there was very little voice 

from the average individual public ratepayer themselves. Navigant’s own response was 

the assumption that a certain demographic of customer would be willing to bear the burden 

of increased GA costs, but these stakeholders themselves were not directly included in 

the feedback process. It is important to note that the stakeholder engagement initiative did 

extend its invitation to all those who may be affected by the GA costs, but whether it made 

sufficient efforts to reach out to smaller stakeholders to inform them of the engagement 

and how they can participate is unknown. 

Despite who actually participated from the possible stakeholders along the chain of 

energy development, Navigant made two key conclusions that reflect the degree and thus 

embeddedness of the role that both the institutions and the ratepaying public play in the 

cost of future energy procurement. The first is that when designing the efficiency of new 

energy tariffs, consumer response is a critical facet to understand and consider.92 The 

report acknowledges that if consumer response was improperly measured and predicted, 

then the design of a new tariff would always result in an inefficient and undesired outcome. 

Navigant suggested that it is crucial to wait for further research by the OEB and OPA (now 

IESO) to conduct their own research on residential and small commercial customers to 

determine their exact responsiveness to electricity prices.93 

Navigant’s second conclusion is that the GA cost in the short term will always be 

fixed.94 Ratepayers will have to pay a premium for energy sources derived from programs 

such as feed-in tariffs. However, the future benefits of such generation are often ignored, 

where the GA will in the long-term provide cleaner energy, greater capacity and other non-

considered direct or indirect benefits. Some of these benefits include economic stimulus, 

emission reductions, fuel price security and reliability through increased capacity. The 

report concludes that based on the benefits of these long-term results, it would be most 

desirable to focus on demand side response as opposed to immediately ending the supply 

                                                
92 Navigant, “Global Adjustment Review,” Prepared for the Independent Electricity System 

Operator, (2014), 60 – 65. 
93 Ibid. 
94 Ibid. 
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side cost on the GA.95 By focusing on the conservation of energy by those who consume, 

it will be possible to reduce the economic impact of costly energy initiatives that create 

premiums in the GA such as FIT contracts. In the end, the report and its results had little 

effect on the outcome of energy development compared to the overall political 

developments in the province. The GA and its increased cost for consumers was deemed 

to be too politically controversial and the governing political party ended programs such 

as FIT, and refinanced the costs of the GA to alleviate financial burden from ratepayers in 

the province.96 

IESO’s FIT Stakeholder Engagement: An Attempt to Increase the Public 
Level’s Embeddedness for the FIT program 

Since IESO is the primary crown corporation responsible for operating the electricity 

market and directing the operation of the bulk electrical system in Ontario, it is important 

to examine the extent in which it engages with the public level of stakeholders to determine 

its decision-making. Since the energy sector is established by the political and institutional 

levels, the public level of stakeholders can only meaningfully participate as much as the 

institutional and political levels allow for it. IESO indicates that it adheres to “engagement 

principles” that guide its conduct as an organization as well as allowing the public to 

engage in the energy development process. IESO defines the public as “market 

participants, stakeholders, communities, First Nations, Metis Peoples, customers and the 

general public.”97 The crown corporation states that it uses feedback from the public to 

inform its own decision-making process.98 The organization follows seven basic principles 

that attempt to increase the embeddedness of the public level of stakeholders: 

1. Analyze opportunities for engagement 

2. Ensure inclusive and adequate representation 

3. Provide effective communication and information 

                                                
95 Ibid.  
96 Ministry of Energy, “Letter from the Ministry of Energy,” (April 10, 2017), 

https://www.oeb.ca/sites/default/files/letter_ministry_20170410.pdf. 
   Government of Ontario, “Refinancing the Global Adjustment,” (March 2, 2017), 

https://news.ontario.ca/mndmf/en/2017/3/refinancing-the-global-adjustment.html. 
97 IESO, “Overview – Engagement Principles,” accessed on July 20, 2018, 

http://www.ieso.ca/en/sector-participants/engagement-initiatives/overview/engagement-principles. 
98 Ibid. 

https://www.oeb.ca/sites/default/files/letter_ministry_20170410.pdf
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4. Promote openness and transparency 

5. Provide effective facilitation 

6. Communicate outcomes 

7. Measure satisfaction99 

Within the context of these principles, IESO reached out to stakeholders in 2016 with 

an engagement opportunity to provide feedback for the fifth revision and re-structuring of 

the FIT program.100 Several organizations that have direct involvement in energy 

procurement responded to the IESO engagement opportunity. For example, one of the 

respondents was the Canadian Solar Industries Association (CanSIA). CanSIA is a trade 

association that represents the solar industry in many parts of Canada. Their goal is to 

advocate and pursue solar energy as a mainstream source of energy generation.101 The 

association responded to the IESO call for stakeholder engagement and indicated that 

they have members in the organization that seek to use the FIT program for solar 

development. Other public and private energy generating FIT stakeholders that 

contributed feedback include municipalities, biogas, hydro and nuclear energy 

associations, as well as other interested parties. 

The Weak Embeddedness of Public Stakeholder Feedback for the FIT 
Program 

Following its engagement with FIT stakeholders, IESO drafted a summary of its 

responses to the feedback from the aforementioned stakeholders of the subsidy program. 

The feedback and responses are listed below in Table 3 and demonstrate a clear pattern 

of the dynamic between IESO at the institutional level and its inability to provide 

meaningful responses to public level feedback. Despite IESO’s efforts to implement their 

engagement principles with stakeholders, and despite and their commitment to “ensure 

inclusiveness, sincerity, respect and fairness in its engagements,” IESO consistently 

responded with an inability to meet stakeholder demands. Table 3 illustrates how several 

recommendations were made by various organizations, and IESO’s responses 

                                                
99 IESO, “Feed-in Tariff Program: Stakeholder Engagement,” accessed on July 21, 2018, 

http://www.ieso.ca/en/sector-participants/feed-in-tariff-program/stakeholder-engagement. 
100 Ibid. 
101 CanSIA, “FIT 5: Draft Program Documents,” (July 2016): 1, http://www.ieso.ca/en/sector-

participants/feed-in-tariff-program/-/media/files/ieso/document-library/fit/fit-5/stakeholder-
engagement/CanSIA-FIT-5-Feedback.pdf. 
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consistently stated that the recommendations cannot be implemented due to their 

conflicting nature with ministerial directives.102 While IESO did include the stakeholders in 

the FIT structure deliberation process, it did not offer any meaningful possibility to commit 

to making any of the recommended changes. IESO did not indicate any potential for 

negotiation, a middle-ground or further discussion, and instead immediately adhered to a 

rigid policy of following existing ministerial directives. If IESO’s response was generic and 

reflected that the corporation has no ability to implement recommendations due to the 

commanding effect of ministerial directives, then it is important to determine what the 

stakeholder’s reactions were. Unfortunately, the data is relatively limited in terms of the 

FIT program specifically, but IESO reported a 2017 survey summary of overall stakeholder 

satisfaction based on the crown corporation’s public engagement that will be discussed in 

section 2.4.2. 

                                                
102 IESO, “FIT 5 – Summary of Stakeholder and Community Feedback on the Draft FIT 5.0 

Materials and IESO Responses,” (2016), http://www.ieso.ca/en/sector-participants/feed-in-tariff-
program/-/media/files/ieso/document-library/fit/fit-5/stakeholder-engagement/FIT-5-Feedback-
Summary-and-IESO-Responses-20160826.pdf. 
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Table 3. Public Stakeholder feedback for FIT Policy 
and IESO’s Responses 

Stakeholder Feedback IESO Response 
IESO received feedback that requests the definition 
of Public Sector Entities be changed to include 
Conservation Authorities within the definition. 

IESO replied to this feedback by stating that the 
Minister of Energy’s direction on June 12, 2013 
defined what a Public Sector Entity is, and as a 
result the definition cannot change for the FIT 
program. 

IESO received feedback from TEGSS Nuclear 
Cooling Solutions Inc. that requests the eligible RES 
types to be changed for the next revision of FIT rules 
to expand the options for new energy technologies 
such as thermoelectric generation. 

IESO responded to this request by indicating that 
the Minister of Energy’s September 24, 2009 
directive defined the specific eligible energies, and 
as a result they cannot amend the program to 
include additional renewable energy technologies 
unless the minister declares it in another directive. 

IESO received feedback that there should be a 
priority for evaluating FIT connection capacity in the 
order of highest to lowest through awarded priority 
points per FIT application instead of the existing 
system of Contract Capacity Set Aside (CCSA) 
priority. 

IESO responded by stating that two ministerial 
directives in April and July 2012 indicate an outlined 
capacity priority for CCSA eligible applications, and 
IESO will not change this due to the ministerial 
directive policy objectives encouraging municipal, 
community and indigenous participation. 

In terms of the annual price review of FIT contracts 
and the price reduction tiers that it entails, 
stakeholders such as CanSIA and the Canadian 
Biogas Association called for a modification in the 
percentages of price reduction to be renewable fuel 
specific as opposed to general. Other stakeholders 
argued that specific tiers should be completed 
removed altogether for specific applicant types that 
require exemption. 

IESO responded to these suggestions by indicating 
there is an annual price review that is carried out, 
but the number of price reduction tiers for the FIT 
program is firmly established by the Minister of 
Energy’s directive on April 7, 2015. 

The Regional Municipality of York recommended 
that there be a greater amount of additional priority 
points for municipalities that engage in the FIT 
program with the development of solar PV 
generation. 

IESO responded that there is already an existing 
system that promotes municipalities and solar PV 
development, and that if there were to be an addition 
of any new priority point categories then this would 
require the Minister of Energy to provide policy 
direction through ministerial directives. 

The Canadian Biogas Association and the Ontario 
Waterpower Association argued that there should 
be a prioritization of renewable fuels based on how 
large their capacity of generation is. 

IESO responded by stating that the Minister of 
Energy’s direction on April 7, 2015 removed any 
prioritization based on capacity due to the nature of 
FIT generation being small-scale in general. 

Sources: 
IESO, “FIT 5 – Summary of Stakeholder and Community Feedback on the Draft FIT 5.0 Materials 
and IESO Responses,” 2016. 
 
Canadian Biogas Association, “Re: IESO 2017 FIT Price Review & Draft FIT5 Program,” 2016. 
 
Ontario Waterpower Association, “Input to FIT 5.0 Draft Program Rules and Price Review,” 2016. 
 
Municipality of Middlesex Centre, “Feedback Form: Draft FIT 5 Rules, Contract, Standard        
Definitions and Prescribed Forms,” 2016. 
 
Regional Municipality of York, “Feedback Form: Draft FIT 5 Rules, Contract, Standard Definitions 
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and Prescribed Forms,” 2016.  
 
Saturn Power, “Feedback Form: Draft FIT 5 Rules, Contract, Standard Definitions and Prescribed 
Forms,” 2016. 
 
TEGSS Nuclear Cooling Solutions Inc, “Feedback Form: Draft FIT 5 Rules, Contract, Standard 
Definitions and Prescribed Forms,” 2016. 
 

2.4.2. The Stagnant Embeddedness of the Public Level in post-2009 
Energy Development 

This section will examine in more detail how the public level of stakeholders interacts 

with the overall energy policy development process. Two key measures are examined to 

determine public interaction with this development process. The first measure is the Long-

term Energy Plan that functions as a key indication of overall energy policy development 

in Ontario and sets in motion the key energy initiatives that will occur over the next several 

years. The long-term plans are set in motion through ministerial directives, but undergo a 

process of institutional and public involvement. It is important to examine the extent in 

which the involvement of institutions and public stakeholders can make significant 

changes in provincial energy planning. The second measure will be to examine the level 

of satisfaction from the public level of stakeholders in their ability to contribute feedback 

that meaningfully impacts implementation in the energy development process. 

The Public Level’s Weak Ability to Influence a Long-Term Energy Plan 
(LTEP) 

On October 25, 2017, the Minister of Energy released the 2017 long-term energy plan 

titled Delivering Fairness and Choice. Simultaneously, the Minister issued a directive to 

IESO to submit an implementation plan containing an outline of the steps that the crown 

corporation will take to implement the goals of the long-term plan.103 The main goals of 

the directive were to: 

1. Support Indigenous Capacity and Leadership 

2. Encourage an Innovative Sector 

3. Deliver a Flexible and Efficient System 

                                                
103 Executive Council of Ontario, “Minister’s Directive to: The Independent Electricity System 

Operator,” (October 25, 2017): 4, http://ieso.ca/-/media/files/ieso/document-library/ministerial-
directives/2017/directive-2017-ltep-20171026.pdf. 
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IESO’s plan to fulfill the directive was to first engage “stakeholders, communities, and 

First Nations and Métis from the beginning to ensure that initiatives are developed 

collectively by all impacted parties.”104 The most important facet of this feedback 

engagement from the public are the guidelines in which the engagement is limited to. The 

specific goal of IESO’s Implementation Plan for the LTEP is to “pertain specifically to the 

[ministerial] directive initiatives.”105 IESO would examine stakeholder feedback but only 

within the context of what its goals are based on political ministerial initiatives and targets. 

In total, 15 various stakeholders such as energy generating corporations, municipalities, 

First Nation groups, and other organizations replied with feedback for the long-term 

plan.106 The feedback is based on specific ministerial directive initiatives: 

1.1. First Nations and Métis Energy Support Programs 

1.2. First Nations and Métis Conservation Programs 

2.1. Renewable Distributed Generation Demonstration Projects 

2.2. Energy Storage Obstacles 

2.3. Power-to-Gas Pilot Projects 

3.1. Formal Integrating Bulk Planning Process 

3.2. Competitive Transmission Procurement and Pilot Projects 

3.3. Review and Report on the Regional Planning Process 

3.4. Customer Reliability 

4.0. Other (feedback unrelated to ministerial directive initiatives) 

Source: “IESO Response to Feedback – Development of IESO Implementation Plan for the 
2017 LTEP,” February 2018. 
 

                                                
104 IESO, “IESO Implementation Plan Summary,” (2017): 1, http://www.ieso.ca/-

/media/files/ieso/document-library/engage/dev-imp-ltep/implementation-plan-engagement-
summary.pdf?la=en. 

105 IESO, “IESO Response to Feedback – Development of IESO Implementation Plan for the 
2017 LTEP,” (February 2018): 7, http://www.ieso.ca/-/media/files/ieso/document-
library/engage/cf/cf-20170921-response-to-feedback.pdf?la=en. 

106 Ibid. 
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Only certain ministerial directive initiatives received feedback. This feedback is 

summarized in Table 4. The feedback ranges widely in what aspect of the energy sector 

would be affected. However, the wide range of feedback was intended due to the variety 

of ministerial initiatives that are to be included in the 2017 LTEP. Despite the range of 

topics that the feedback entails, the feedback comments themselves were very specific in 

their intent. Among various topics such as those ranging from generation to transmission 

and from new innovation to reviewing the benefits of older technologies, the spectrum of 

feedback encompassed a significant amount of energy sector policy. While the feedback 

was very specific, IESO’s responses to the stakeholders was vague. The crown 

corporation summarized its response to the feedback with the following statement: 

“The feedback provided the IESO with several points that changed the proposed 

scope of activities and the timeline for implementation. Some of the feedback will 

also be considered during the implementation phase for the directive initiatives. This 

document contains areas of feedback that will be addressed throughout the 

engagement process on the directive initiatives and will identify how the feedback 

has shaped the development of the Implementation Plan.”107 

IESO also wrote specific replies to feedback for each directive initiative. Out of the 

seven initiatives that received feedback, IESO’s response was similar if not the same for 

six out of seven of the directive initiatives, where IESO indicated that it would “consider” 

their feedback as opposed to explicitly provide a formal and transparent review process. 

The seventh directive that did not have consideration as a reply was initiative 3.1 that 

IESO indicated was already being implemented, and so the crown corporation was already 

in agreement with the feedback. Therefore, if feedback indicated something that was not 

specifically and directly already in effect to some extent, then that feedback would receive 

the aforementioned “consideration”.108 This IESO feedback process is another example 

of the political level of stakeholders creating new initiatives through directives that have a 

very narrow scope of engagement and which highly limit public stakeholders from 

changing this scope. 

 

                                                
107 Ibid. 
108 Ibid. 
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Table 4. Summary of stakeholder feedback for IESO’s Implementation Plan 
for the 2017 LTEP 

Directive 
Initiative 

Feedback 1 Feedback 2 Feedback 3 Feedback 4 Feedback 5 

Directive 
Initiative 1.1 
Feedback: 

“Expand scope 
to include 
exploration of 
storage 
solutions. 
IESO should 
provide 
information 
about 
combined 
renewable and 
energy storage 
so 
communities 
make informed 
decisions” 

“Capacity 
funding should 
be made 
available to 
remote First 
Nations to 
undertake 
feasibility and 
pre-
development 
assessments 
of small 
renewable 
energy 
opportunities” 

   

Directive 
Initiative 2.1 
Feedback: 

“IESO should 
require 
engineering 
assessment 
before funding 
is approved for 
demonstration 
projects” 

“’Innovation’ 
shouldn’t 
mean new 
technology as 
there have 
been 
advances in 
waterpower as 
well (low and 
very low head 
hydro).” 

“RNG projects 
can be used in 
BMG CHP 
applications” 

“Specific 
questions with 
respect to the 
program 
design and 
criteria for 
quantifying 
local and/or 
bulk system 
projects” 

“How can 
IESO address 
surplus 
generation in 
Ontario within 
this particular 
directive” 

Directive 
Initiative 2.2 
Feedback 

“Encourages 
IESO to look at 
all barriers and 
issues with 
respect to 
storage” 

“Publish a 
report as to 
how ES can 
participate in 
Ontario 
wholesale 
market” 

“Research 
storage of 
electricity in 
periods of high 
supply to be 
used in 
periods of high 
demand” 
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Directive 
Initiative 

Feedback 1 Feedback 2 Feedback 3 Feedback 4 Feedback 5 

Directive 
Initiative 2.3 
Feedback: 

“Look to 
existing RNG 
projects and 
engage where 
applicable” 

“Valuation tool 
for Hydrogen 
opportunities, 
included, 
where? Can 
help in 
developing 
such tools? 
Use energy 
research 
centres” 

“How can IESO 
address surplus 
generation in 
Ontario within 
this particular 
directive” 

  

Directive 
Initiative 3.1 
Feedback: 

“Analyze and 
remove 
regulatory 
barriers to 
encourage 
innovative 
sector” 

“It should 
include 
specific 
consideration 
for waterpower 
to ensure 
strategic 
alignment in 
planning and 
development” 

“Review how 
BSP is currently 
carried out, 
best practices; 
Explore needs 
and solutions 
and 
mechanisms for 
implementation” 

  

Directive 
Initiative 3.2 
Feedback: 

“The 
development 
of a 
Transmission 
Procurement 
Process 
should include 
consideration 
of Northern 
Hydro” 

    

Directive 
Initiative 3.3 
Feedback: 

“Collaborate to 
inform 
stakeholder 
capacity 
building and 
plan 
development” 

“Non-wires has 
wide range of 
benefits 
including cost 
savings - 
urges IESO to 
make this 
priority” 

“Should include 
new generation 
opportunities” 

  

Source: IESO, “IESO Response to Feedback – Development of IESO Implementation Plan for 

the 2017 LTEP,” February 2018, 1-7. 
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After reviewing the stakeholder feedback, IESO drafted its 2017 LTEP Implementation 

Plan and published it in January 2018. Table 5 summarizes the Implementation Plan’s 

directive initiatives that specifically received stakeholder feedback. It reveals how each 

directive initiative has its own IESO objective, scope, and the actions that will be taken to 

complete the goals of the initiative. Whether stakeholder feedback was included in the 

implementation plan is difficult to measure. The plan itself is transparent on what actions 

will be taken, but a number of initiatives are still under review or development by IESO. 

There is also a lack of explicit mention of the stakeholder feedback from Table 5. 

For example, directive initiative 3.2 received only one feedback that requested to 

consider Northern Hydro in the competitive energy transmission process. The stated 

objective, scope and actions to be taken by IESO in the Implementation Plan do not 

mention hydro in any capacity. Instead, it offers a vague description of a “transparent and 

flexible competitive transmitter selection or procurement process” that the crown 

corporation itself acknowledges it does not have explicit decision-making capacity over, 

and it will only “make recommendations, if necessary, for amendments to legislation, 

regulations, statues or programs that will support the implementation of competitive 

transmission procure or transmitter selection.”109 Although IESO received the feedback 

and wrote its own planned objective scope and actions to be taken, the corporation still 

indicates that it can only offer recommendations for changes as opposed to actual, 

meaningful implementation by the crown corporation in response to feedback received. 

Another example is directive initiative 3.3 in Table 5 where one feedback sought the 

possibility of including new generation opportunities in the initiative. The Table further 

demonstrates how IESO’s Implementation Plan then proceeded with the initiative by only 

including “generation projects strategically located and paired with other distributed 

energy resources and smart-grid technologies” in the initiative’s scope, and the 

Implementation Plan failed to mention or reply to this feedback. Based on various 

examples, the feedback process does not undergo a fully transparent process. As 

previously mentioned, IESO’s reply to feedback in six of the seven directive initiatives was 

that the stakeholder’s feedback would be considered in some way. This consideration is 

                                                
109 IESO, “Putting Ontario’s Long-Term Energy Plan Into Action,” (2018), http://www.ieso.ca/-

/media/files/ieso/document-library/ltep/ieso-ltep-implementation-plan.pdf?la=en. 



49 

not defined, reflected nor are final decisions justified in the actual Implementation Plan 

that followed. 

Table 5. IESO’s Implementation Plan for the 2017 LTEP 

Directive Initiative Objective Scope IESO Actions 

Directive Initiative 1.1 
First Nations and Métis 
Energy Support 
Programs 

Review and propose 
options to Improve 
energy support 
programs offered by 
IESO. 

Assess the need for re-
alignment or expansion 
of programs to meet the 
needs and interests of 
First Nations and Métis. 

The review is already 
underway. IESO has 
reviewed all completed 
community energy 
plans to identify 
themes, needs and 
interests of 
communities as well as 
engage with these 
communities. 

Directive Initiative 2.1 
Renewable Distributed 
Generation 
Demonstration Projects 

Develop a program to 
support a select number 
of innovative renewable 
distributed generation 
demonstration projects 
in order to gain direct 
experience. 

IESO will seek 
renewable distributed 
generation projects, 
strategically located and 
paired with other 
distributed energy 
resources and smart-
grid technologies. 

Working with public 
input, IESO will identify 
topics to be investigated 
and will periodically 
initiate targeted calls for 
projects for each 
investigation topic. The 
program will also align 
with the energy storage 
and regional planning 
initiatives, as well as the 
Market Renewal 
Program, as applicable. 

Directive Initiative 2.2 
Energy Storage 
Obstacles 

Identify potential 
obstacles to fair 
competition for energy 
storage with other 
technologies in the 
delivery of services and, 
where appropriate, 
propose mitigation 
strategies. 

This initiative will 
identify potential 
obstacles to energy 
storage resources 
through a review of the 
market rules, industry 
codes, and regulations 
relevant to energy 
storage resources. 
Where appropriate, 
strategies for mitigating 
obstacles will be 
suggested. 

Together with the OEB, 
IESO will look at 
barriers to energy 
storage, determine 
inappropriate obstacles 
for storage, identify 
storage obstacles from 
public input and find 
means to mitigate 
inappropriate obstacles. 
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Directive Initiative Objective Scope IESO Actions 

Directive Initiative 2.3 
Power-to-Gas Pilot 
Projects 

Identify options for pilot 
projects that evaluate 
the electricity system 
benefits, costs and 
greenhouse gas 
emission reductions of 
using electricity to 
create hydrogen.  

IESO will examine, with 
input from the public, the 
different power-to-gas 
technologies available 
and their applications, as 
well as their associated 
technical and operational 
characteristics. 

IESO will issue a 
Request for Expression 
of Interest to gather 
information from the 
public. It will also 
undertake market 
research on the 
technical applications of 
power-to-gas. 

Directive Initiative 3.1 
Formal Integrating 
Bulk Planning 
Process 

Develop a formal 
integrated bulk system 
planning process that 
ensures needs and 
solutions are identified 
and assessed in a 
transparent manner. 

This initiative will consider 
alignment of existing bulk 
system planning 
processes including 
Ontario planning studies, 
interconnection studies, 
the Long-Term Energy 
Planning process and 
other IESO reporting. 

Review existing 
planning process, 
develop a process for 
identifying bulk system 
needs, develop 
coordination with the 
OEB, and look at 
interactions of the 
planning process such 
as regional planning 
and competitive 
transmission 
procurement. 

Directive Initiative 3.2 
Competitive 
Transmission 
Procurement and 
Pilot Projects 

Develop a competitive 
transmitter selection or 
transmission 
procurement process 
that is transparent, 
efficient and able to 
respond to changing 
policy, market and 
system needs. 

This initiative will create a 
transparent and flexible 
competitive transmitter 
selection or procurement 
process for new 
transmission facilities. 

To inform IESO’s 
development of a 
competitive process, 
IESO will review 
procurement designs 
from other programs 
run by IESO, research 
approaches to 
competitive processes 
for transmission used in 
other jurisdictions 

Directive Initiative 3.3 
Review and Report on 
the Regional Planning 
Process 

Review and report on 
the regional planning 
process and propose 
adjustments or 
recommendations to 
improve the regional 
planning process, 
including regulatory 
and/or legislative 
changes. 

The scope includes the 
review of the existing 
regional planning 
process, including Needs 
Screen, Scoping 
Assessment, Integrated 
Regional Resource Plan, 
Regional Infrastructure 
Plan, Local Planning, 
engagement activities 
and associated regulation 
and legislation.  

IESO will engage with 
stakeholders at the 
institutional and public 
levels for feedback and 
conduct a jurisdictional 
scan to understand best 
practices. 

Source: IESO, “Putting Ontario’s Long-Term Energy Plan Into Action,” 2018. 
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The Public Level’s Low Satisfaction in its Level of Embedded Decision-
Making 

The most effective way to determine the level of autonomy embedded for the public 

level in their ability to influence energy policy is to directly measure their satisfaction of 

being included in the process. The IESO’s 2017 survey of stakeholder’s satisfaction 

intended to “understand and measure the performance of [IESO’s] customer/stakeholder 

initiatives and track those results over time.”110 It is important to note that IESO indicates 

it wants to understand the drivers of satisfaction and does not explicitly mention acting on 

them. The survey used a number of metrics to aggregate the survey feedback to determine 

general points of feedback consensus from stakeholders. These metrics include the 

satisfaction level with IESO, the satisfaction of IESO’s engagement process including its 

relevance and performance to deliver on the engagement process, a public value 

assessment, and IESO’s communication channel awareness, use and effectiveness.111 

These metrics among others, are measured within a contextual goal of IESO’s attempt to 

understand the unique drivers of satisfaction and specific recommended actions for each 

public stakeholder group. 

When examining the results of the metrics, there are a number of key relevant findings. 

For the overall public satisfaction of IESO’s engagement process, only 58% of 

stakeholders reported a positive interaction with IESO when it came to how the crown 

corporation actually committed to its engagement with the public.112 When the public 

assessed the value of IESO’s public engagement, the crown corporation itself 

acknowledged that IESO’s “areas which stakeholders believed under resourced related to 

transparency, sharing of relevant and valued information and acting on input.”113 

Furthermore, several approval ratings for the policy values of IESO demonstrated low 

figures. The lowest rating for IESO policy was for its level of policy innovation that stood 

at only 30% approval, while how IESO competitively procures resources was at 31% 

approval, and how it engages in resource planning was only at 44% approval.114 Based 

                                                
110 IESO, “Stakeholder Satisfaction Research,” (2017): 3, http://www.ieso.ca/-

/media/files/ieso/document-library/sac/2017/sac-20171129-survey-results.pdf?la=en. 
111 IESO, “Stakeholder Satisfaction Research,” 5. 
112 Ibid., 9. 
113 Ibid. 
114 Ibid. 
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on these results, IESO acknowledged that when it comes to interaction with stakeholders, 

IESO must “build on its image of fairness, inclusivity and understanding but be more 

demonstrable on how it acts on stakeholder/community input.”115 This feedback applies 

both to the generators along the energy procurement chain of stakeholders, but also the 

“other” indirectly interested stakeholders that can include the general public. 

Figure 7 illustrates how for generators, there are a number of concerns regarding 

policy, the recommendations of government, and the willingness for the government or 

IESO to incorporate feedback in to the actual energy development process. At the other 

end of the development process, the “other” interested stakeholders including small 

businesses and homeowners express similar concerns. There is a sentiment that 

stakeholder input is undervalued, and that government policy is unclear based on the 

government’s response to input. A key comment from stakeholders in the Figure is that 

there needs to be longer decision-making over time. This is a direct contrast to the 

currently existing quick successions of ministerial directives that can change the energy 

sector spontaneously and immediately. 

 

                                                
115 Ibid., 10. 
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Figure 7. Summary of stakeholder feedback for the 2017 IESO Stakeholder 
Satisfaction Report 

Source: IESO, “Stakeholder Satisfaction Research,” 2017. Copyright © 2017 Independent 
Electricity System Operator, all rights reserved. This information is subject to the general terms of 
use set out in the IESO's website (www.ieso.ca). 

 

2.4.3. Summarized Changes of Embeddedness Among the Three 
Levels of Stakeholders Over time 

This section summarizes the historical developments previously discussed in chapter 

2, and uses the concept of embedded autonomy to determine the stakeholder’s degree of 

embeddedness over time during this historical development of the Ontario energy sector. 

The Decision-Making Ability of Stakeholders: 2002 - 2018 

Figure 8 summarizes the key changes in the degree of embeddedness for the three 

levels of stakeholders during the history of the Ontario energy sector previously discussed, 

and determines their resulting ability over time to meaningfully influence energy 

development. Table 6 quantifies the degree in which each level of stakeholder exhibits 

decision-making ability over time in Figure 8. There is a clear pattern in the political level 
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of stakeholders that continually indicates the political level having full autonomy for 

decision-making. Following the 2009 GEGEA, the political level gained even higher 

autonomy by expanding the areas in the energy sector where the minister can issue 

ministerial directives. This political autonomy remains unchanged, and the political level 

continues to have the ability to autonomously decide energy development, veto the 

program administration of the institutional level (such as cancelling existing FIT 

applications in 2018), and to supersede feedback from the public. 

Table 6. The Degree of Decision-Making Embeddedness for Stakeholders 
Strength of Embedded Decision-Making Description of Embedded Decision-Making 

 
1. Weak Decision-Making 

 

There is no meaningful influence on the energy 
development process 

 
2. Moderate Decision-Making  

The ability to have some meaningful influence on 
the energy development process that leads to 
implementation, but cannot autonomously 
implement decisions or have a veto capability for 
decision-making 

 
3. Strong Decision-Making 

The ability to fully influence the energy development 
process and autonomously implement energy 
decision-making or have the ability to veto decisions 
from other stakeholder levels 

 

The institutional level of stakeholders has consistently functioned as the administrator 

of political decision-making. The roles and responsibilities of institutions remained 

stagnant where their primary role is to carry out the directives of the minister. There was 

a small amount of embeddedness gained following the creation of the IESO and its merger 

with the OPA due to an expanded mandate. However, the scope of the mandate remains 

administrative in nature. One of the new initiatives of the IESO was to engage with the 

public level in an attempt to expand the public level’s embeddedness, but this initiative 

was largely superficial due to the IESO’s own inability to implement the feedback. Instead 

of implementation, the IESO summarizes feedback from public stakeholders and either 

determines that the feedback already meets the criteria of a ministerial directive or 

“considers” it for implementation. Consideration in this case did not demonstrate any clear 

and transparent implementation as demonstrated by the transition from the LTEP 

feedback stage to its IESO LTEP Implementation Plan. 
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Figure 8. Degree of Decision-Making for the Three Stakeholder Levels: 2002 
and Onwards 

 

The public level of stakeholders began in 2002 as weak decision-making due to the 

political level primarily viewing the public as ratepayers. As ratepayers, the public had very 

little influence on energy decision-making other than whether they were satisfied or 

dissatisfied with electricity prices. Following the formation and lobbying by a public 

organization such as the OSEA, the public level gained a temporary increase in 

embeddedness by demonstrating its ability to influence energy implementation. The 

OSEA’s lobbying had a moderate effect due to the organization’s clear impact on the 

creation of the FIT program, but remained moderate due to the OSEA’s inability to directly 

implement the program or veto decision-making on how to implement the program. Public 

lobbying shifted in 2009 following IESO’s focus on using its own institutional approach to 

public feedback. The public was directly included in the feedback process towards energy 

decision-making, but the actual effect of their feedback translating to implementation was 

weak. There is no transparent and consistent connection between public stakeholder 

feedback and the institutional or political level’s implementation of said feedback. 

1
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Discussion and Conclusions 

This chapter will briefly discuss the potential to compare the relative level of 

embeddedness in Ontario compared to Germany, a state that had a much longer period 

of FIT operation. The length of Germany’s FIT program was largely a result from greater 

relative embeddedness of the institutional and public levels of stakeholders. Ontario and 

Germany have had lengthy histories of political and institutional development in their 

energy sectors, as well as mixed political and public opinion for their respective FIT 

programs. Unlike the relatively static embeddedness of Ontario, the German FIT program 

started with mixed political opinion but gained a gradual embeddedness through increased 

involvement and investment from institutional and public stakeholders. 

 

 Ontario’s Embedded Autonomy Compared: Lessons 
from the German Energy Sector 

Germany gradually decreased state political autonomy over its energy sector following 

a greater embeddedness from the other two key levels of stakeholders. A greater 

embeddedness resulted in a longer and more robust focus on RES through their FIT 

program that occurred over a longer period of time. As a result of this embeddedness, a 

wider application and acceptance of the FIT program occurred. 

Germany functions as a potentially relevant point of comparison for Ontario. Both 

Ontario and Germany have long-term plans for phasing out existing conventional energies 

and replacing them with RES. Ontario’s goal was to phase out all coal-fired generation by 

2014, while Germany targets a full nuclear phaseout by 2022. Both states decided to use 

a FIT program to assist in expediting and accomplishing these goals. Perhaps one of the 

most relevant comparisons between the two energy sectors is that the origins of the 

Ontario FIT program were largely rooted in and inspired by Germany as a case study 

precedent. The German FIT program was already in effect several years prior to Ontario’s 

decision to implement its own, and as a result the province included the German FIT 

example in its justification of pursuing a Canadian FIT program. Due to these similarities, 
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Germany may provide a relative level of embedded autonomy to help understand where 

Ontario’s own level is in the grand scheme of the embedded autonomy’s spectrum of the 

three levels of stakeholders in Figure 4. 

 

3.1.1. The German Energy Transition: An Increase in the Balance of 
Decision-making Between the three levels of Stakeholders 

Over the last three decades, Germany has seen a consistent transition from a period 

of mixed political and public opinion over RES to one of relatively strong unified 

agreement. The political parties of Germany converged over time on their stance of 

renewable energy promotion, and gradually saw a consensus over the importance of RES. 

This occurred due to the increasing embeddedness of RES within the institutions and 

public spheres of the European state. Tracing this transition is necessary to determine 

how the gradual embeddedness of RES took place through the form of political and public 

acceptance over time. 

The Political Level’s Gradual Reduction in Autonomy 

The German government implemented its first variant of a FIT program in 1990 largely 

as a result of strong RES lobbying in the late 1980s and early 1990s.116 Starting from the 

1998 election of the “red-green coalition” consisting of the Green Party and Social 

Democrats (SPD) and onwards, there was a gradual political acceptance of promoting 

RES and de-nuclearization following key public events such as the Chernobyl nuclear 

disaster.117 By the time Angela Merkel’s government was elected in 2005, the historically 

anti-RES conservative Christian Democratic Party (CDU/CSU) party no longer sought to 

abolish the primary framework for the FIT program, the German Renewable Energy 

Sources Act (EEG).118 What followed was a series of “grand coalition” governments 

consisting of the original proponents of RES such as the SPD party, as well as the 

                                                
116 Jürgen-Friedrich Hake et al, “The German Energiewende – History and Status Quo," 

Energy 92, no. 3 (2015).  
117 Hake et al, “The German Energiewende.” 
118 Ibid. 
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CDU/CSU party.119 Due to holding a large majority of the political landscape in German 

politics, they continued the FIT program freely with little political opposition. 

The German energy sector, as with any other country, has a direct link between 

political decisions and their economic consequences. The history of the German energy 

sector focused largely on an economic-political feedback through an oligopoly of utility 

generation. By having a select few large producers, they have a strong motivation to 

maintain the energy status quo due to their heavy previous investments. However, the FIT 

program was an artificial injection of RES production that instigated a confounding effect 

on existing feedback that allowed new stakeholders from the public to participate. A public 

coalition was formed where traditionally conservative stakeholders who otherwise had no 

affinity to RES were now directly involved in the energy transition.120 After sufficient time, 

the FIT program further decentralized energy generation and introduced RES to 

stakeholders such as farmers and specific homeowners that broadened RES support. 

Within this rise in support there were several key factors that led to an acceptance of 

RES as the status quo for energy technology.121 For example, after given enough time, 

solar PV as an energy technology grew dramatically with the German FIT program, and 

during its implementation the energy technology demonstrated how it can inherently alter 

the energy status quo of coal and nuclear technology. Solar PV produces the most energy 

during the day which coincides with peak hours of electricity consumption. When produced 

simultaneously with conventional energy counterparts such as coal, it caused a 

displacement.122 Conventional technologies were forced to offer lower peak prices due to 

solar competition, and in turn there was less operational time for conventional generators. 

Solar PV also plays a pivotal role in the decentralization of energy generation. The energy 

technology can be installed at the lowest capacities of generation, and can be most easily 

installed in the average small business or private home. This expands the benefits of RES 

directly to the average public consumer. 

                                                
119 Ibid. 
120 Sebastian Strunz, "The German Energy Transition as a Regime Shift," Ecological 

Economics 100, no. 100 (2014). 
121 Strunz, “The German Energy Transition.” 
122 Ibid. 



59 

While Germany has finally ended their government regulated FIT contract rates, they 

continue to offer FIT contracts under an auction structure. The continuity of the FIT 

program through the diversification of influence in Germany’s energy sector reflects their 

long history of promoting renewable energy and in turn establishing greater 

embeddedness: 

“Energiewende, despite recurrent controversies, has shown – at least in the past 

decade – a high degree of continuity in its central aspects. It is increasingly being 

influenced by a diverse and growing group of renewable energy supporters. These 

forces have resulted in the recent adoption of a policy to transform the nuclear- and 

fossil-fuel-dominated energy system into one based predominantly on renewable 

energy sources by 2050. The German Energiewende is thus not only politically and 

legally adopted, it is also fundamentally anchored in the public opinion. Basic 

confrontations about the prospects of the energy system as in the early 1980s are 

almost impossible to find today.”123 

This embeddedness of the EEG resulted in a much longer and more thorough 

development of RES through a FIT structure, as well as creating embedded resistance 

towards entirely removing Germany’s FIT program altogether despite economic backlash. 

This resistance will be further discussed in the following institutional and public sections. 

Institutional Decentralization and its Effect on Increasing Public 
Embeddedness 

The introduction of the Energewiende and the FIT program has largely decentralized 

the institutional arrangement of energy procurement in Germany. There was a newfound 

importance of rural generation, as well as the added inherent nature of small-scale 

generation through wind, solar and other RES that opens up new levels of generation 

through smaller institutions such as local municipalities.124 Due to the scale of the 

decentralization of energy, decentralized institutions became an engrained and important 

                                                
123 Hake et al, “The German Energiewende.” 
124 Ludger Gailing and Andreas Rohring, “Germany’s Energiewende and the Spatial 

Reconfiguration of an Energy System,” in Conceptualizing Germany’s Energy Transition, ed. 
Ludger Gailing and Timothy Moss, (London: Macmillan Publishers Ltd, 2016), 19. 
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voice that cannot be ignored by political decisions. Within this decentralization the 

municipality emerged as a key institution to organize decentralized energy generation. 

Municipalities can offer a bridge between the interplay of the institutional and public 

levels. It is important to understand why municipalities can strive for their own energy 

production, particularly with the end goal of energy self-sufficiency.125 There are a number 

of social, ecological and economic factors that influence a municipalities decision to 

become energy self-sufficient. Multiple expert interviews were conducted in Germany to 

measure mayoral and energy expert opinion at the municipal level. The study looked at 

109 mayors and energy officers in charge of municipal energy procurement. The study 

concluded that there is a lack of trust towards utility companies, and this distrust is rooted 

in the absence of motivation to foster renewable energy as well as a decentralized model 

of generation.126 A measure of public perception indicates that the public is aware of the 

issue of climate change and is willing to engage in the necessary steps to mitigate the 

growing problem.127 However, the general public consensus is that the public prefers for 

climate change mitigation to occur through supply side, as opposed to demand side 

efforts.128 Coupled with a mistrust for larger utility companies, public perception 

determined that a decentralized and expanded generation of renewable energies is 

necessary, and that municipalities have the greatest potential to implement decentralized 

energy procurement.129 

Municipalities require a greater degree of embeddedness compared to utility 

companies through both direct access to their own methods of generation, as well as a 

reduced dependence on existing monopolistic energies that they rely on.130 The authors 

argue that the technology acceptance model can explain how a perceived usefulness of 

a particular energy technology will also positively influence the public’s perception of such 

technology.131 When there is an increase in perceived usefulness of greater independence 

                                                
125 Engelken et al, "Transforming the Energy System: Why Municipalities Strive for Energy 

Self-sufficiency," Energy Policy 98 (2016). 
126 Engelken et al, “Transforming the Energy System.” 
127 Ibid.  
128 Ibid. 
129 Ibid. 
130 Ibid. 
131 Ibid 

https://www-sciencedirect-com.proxy.lib.sfu.ca/science/article/pii/S0301421516304104#bib72
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of utility companies, then there will be a greater positive attitude towards the public 

establishment of decentralized generation at a self-sufficient level. 

The concept of perceived risk is used as the main measure for the level of risk involved 

in engaging decentralized generation.132 Risks of decentralization can include increased 

prices of electricity, possible blackouts and other unforeseeable hindrances on energy 

generation and transmission. Despite these risks, the study indicates that there are factors 

for why there is a rising number of municipalities striving for their own decentralized energy 

generation with the goal of energy self-sufficiency.133 Mayors tend to see municipal self-

energy generation as an economic opportunity. Once energy is generated and distributed, 

there is a continual flow of tax revenue. There is also an underlying desire to tackle climate 

change, and the perception that large utilities are not striving significantly enough to 

mitigate it is a social pressure in the municipality.134 However, within the context of status 

quo utility generation, the study indicates that municipalities are not willing to fully deviate 

to absolute self-sufficiency in energy generation.135 Municipalities believe that the most 

effective approach is to strive for relative self-sufficiency where they increase the 

proportion in which they generate themselves. There is no intention to entirely detach from 

the larger grid, but instead to feed-in a percentage of the total generation themselves.136 

The study acknowledged that a small minority of municipalities were striving for 100% of 

more of their local consumption, but this was not the case for the majority of cases.137 

The use of municipalities to engage in the FIT program and renewable generation 

further embedded the public level of stakeholders by creating a large avenue for direct 

community generation. By having RES generation occur at the level of a municipality 

and/or its inhabitants as opposed to maintaining large disconnected utility generation, it 

was possible for RES and the benefits of the FIT program to proliferate within public 

opinion. Given the sufficient integration of the public for RES generation, it is possible to 

shift the balance of decision-making towards the public level of stakeholders by granting 

them enough vested interest in decentralized RES generation. With enough vested 
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interest, private generators from the public level will have a sufficiently strong voice 

particularly in an election to force the political level to accept RES as a status quo. 

Integrating an Increased Public Embeddedness into the Energy Sector 

One of the most pivotal moments in Germany’s energy history was the 2011 

Fukushima nuclear disaster. Its effect on the public perception of nuclear energy in 

Germany had an unprecedented public influence that in turn affected political goals. 

Shortly after the disaster in Japan, Chancellor Merkel announced that the seven oldest 

nuclear plants in Germany were to be immediately shut down, and a full German nuclear 

phase-out was announced with 2022 being the target end date.138 The political 

repercussions of the nuclear phase-out were profound. The lengthy historical debate over 

nuclear energy had finally come to an end where anti-nuclear proponents accomplished 

a public victory. 

There is an extremely strong German public opinion and resistance to existing and 

further development of nuclear energy. This public opinion was a key driver for alternative 

sources of energy compared to Germany’s existing reliance on nuclear energy. The 

nuclear resistance drove Germany’s FIT program development to promote alternative 

energies throughout the program’s lifespan. Coupled with this negative opinion of nuclear 

energy, the decentralization of energy generation that embedded the municipality and 

public with a vested interest in RES enabled a much larger expansion and acceptance of 

RES. However, it is important to also note that the year 2014 marked a reversal in public 

opinion with a focus on the economic cost of continuing RES promotion at previous 

historical rates. This reversal largely contributed to the eventual political decision to 

change Germany’s FIT program to an auction structure as opposed to government fixed 

pricing. 

If nuclear energy was no longer an option for Germans, then what were the energy 

technology alternatives? During this time the German Renewable Energy Sources Act 

granted RES priority to access the grid. Through this Act, there is a dynamic interplay 

between large utility companies and small scale decentralized private generators.139 Both 
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utility companies and decentralized generators fall into the category of private energy 

generation belonging to the public level of stakeholders in the energy policy process. Both 

stakeholders also produce energy that is guided and regulated by political and institutional 

legislation and programs. Historically, electricity generation has belonged almost 

exclusively to utility companies. With the implementation of the German FIT program, the 

percentage of renewable generation has dramatically shifted to private decentralized 

generation, where 34.9% of renewable energy capacity belonged to private stakeholders 

in 2012.140 Bavaria serves as a strong example of how a traditionally conservative state in 

Germany was affected by RES after the FIT program delivered 2.9 billion euros to mostly 

private solar PV owners in the area.141 This direct economic effect changed the broad view 

of the population and its opinion of both RES and de-centralized energy generation. At the 

same time, utility companies in Germany only owned 11.9% of the RES market, meaning 

that during the energy transition to renewable energy, utilities did not commit to a great 

amount of change.142 Instead, utilities maintained their status quo of conventional energy 

production. The result is that unless utility companies work towards developing RES 

generation of their own, they will continually function as a direct competition that will slow 

RES production by attempting to maintain historical conventional energies that they 

continue to operate with. 

When using generic business models to assess how larger utility companies stand in 

relation to a renewable energy transition, there is a surprising result. Utility companies and 

their management do not see renewable energy as a threat to their current structures of 

business despite having lost significant market share in the renewable energy sector.143 

A study found that when utilities develop renewable energy projects, they continue to focus 

on large utility scale projects as opposed to creating programs and outreach for smaller 

scale generation.144 Further research indicates that utilities must create more robust 

business models that adapt to changing circumstances.145 The German energy transition 

is naturally shifting towards decentralization, and utilities must adapt their business models 
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or face a continual decline in market share operation. Suggestions on how to change their 

business models include creating separate entities within the utility company that are each 

dedicated to their respective role of proliferating utility scale versus customer-side 

generation.146 Rather than implementing small program level initiatives to target small 

scale customer generation, it is necessary for a utility to adopt structural level changes 

that reflect the severity of change in the energy sector. As renewables increase their share 

of the total energy capacity, private level generation is proportionately increasing. 

The dynamic between utilities and small-scale generators has a number of implications 

for energy policy. The current ideological drive behind the perception of the role of utilities 

is a polarized one. The proponents of renewable energy and the transition in Germany are 

advocating for the reduction of the role of utilities in generation due to their reluctance to 

shift from conventional energy, while more conservative representatives frequently 

attempt to protect utilities and their market share.147 Acknowledging the interplay between 

utilities and private generators allows for a middle ground, where utilities can use their 

experience, infrastructure, political influence and funds to work together with private 

generators to instigate renewable development. Utilities must engage in new and more 

sustainable business models in the context of renewable energy development and its 

increasing importance and market share, and to work together rather than against those 

that are taking part at a smaller scale due to market entry points like the FIT contract. 

 

3.1.2. Lessons for Ontario’s Three Levels of Stakeholders 

Germany could have ended their FIT program once costs started to rise for ratepayers 

but decided to carry the burden of the program’s cost to sufficiently embed RES in the 

public sector. The result of their program resiliency was that traditionally conservative and 

anti-RES areas in Germany such as Bavaria slowly gained a direct vested interest in RES 

through the FIT program. Ontario by contrast, ended the FIT program prematurely before 

RES could sufficiently embed themselves directly into the public level of stakeholders. 

Germany also took a unique approach by embedding the municipality as a public 
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stakeholder which enabled easier public participation with RES generation. The result was 

an increasing public acceptance of renewables that in turn ensured the public level's voice 

was heard due to its sufficient strength through quantity of RES generation. Once this 

collective stance was powerful enough, the political level was no longer able to take an 

effective political stance against renewable promotion. The increased investment by the 

public in RES effectively helped establish RES promotion as a status quo for political party 

decision-making. As a result of these events in Germany, a greater balance was created 

between the three levels of stakeholders. 

Compared to Germany, Ontario did not provide the opportunity for the institutional and 

public levels to properly embed themselves in the energy development process. Over the 

course of its recent history since the early 2000s, the Ontario energy sector established 

itself as a frequent reactionary system of political interventions. These interventions largely 

focused on controlling the price of electricity by manipulating energy initiatives. The 

political level in Ontario was not fully transparent on its justification for ending the FIT 

program. However, based on various public controversies that reached media headlines 

over the cost of energy and a bloated Global Adjustment fee for ratepayers, it is 

reasonable to assume that the government ended the program on an economic basis.148 

The FIT program contributed to an increase in the GA cost, but the 2016 Auditor General’s 

Report indicated that feed-in tariffs were only partially responsible for the $3.5 billion 

renewable energy cost. Further, the renewable energy cost was only a fraction of the total 

$12.3 billion in global adjustment debt for 2016.149 

Frequent intervention in the energy sector and the resulting frequent changes in 

energy programs deterred private investment from the public that could have alleviated 

the cycle of increasing energy costs. If the political level ends energy programs such as 

FIT on a seemingly arbitrary political basis, then the real economic cost of electricity 
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generation is not recognized, and it is not possible to facilitate and encourage sufficient 

investment into the energy sector from private entities.150 Private investors are fearful of 

the potential for their investment to turn into a sunk cost should the government further 

intervene and change or cancel energy programs such as FIT. Private investment could 

have enabled natural market economic forces that would not place the entire economic 

burden on government debt that must eventually be paid off through taxation. Since the 

Ontario government allowed for public government debt to take on the economic burden, 

the result is a paradoxical recurring pattern of increased public debt that necessitates 

further political intervention to alleviate this economic stress for ratepayers. Alleviating 

economic stress only further increases public debt and further prevents private investment 

from taking hold of the economic risk in developing RES. If the public does not gain a 

direct vested interest in generating renewable energy, then it is easier to justify cancelling 

a RES program such as FIT despite the looming consequences of climate change. 

The paradoxical pattern of government intervention to alleviate economic burden was 

one of the direct reasons for the end of the FIT program. The program was simply another 

example of how the Ontario government determined that a FIT program is politically 

undesirable due to its perceived role as an economic burden to the ratepaying public. The 

end of the FIT program could have potentially been avoided if the government allowed the 

program sufficient time to embed itself within the public level of stakeholders as Germany 

had done. 

While Germany used the municipality as an effective means for promoting 

decentralized energy generation, there is another example of a FIT program in Canada 

that showed the possibility of how the public level of stakeholders can be involved to a 

greater extent. Rosenbloom and Meadowcraft argue that there should be a shift away 

from the predominant centralized FIT method of distributing RES.151 They argue that the 

only true way to shift away from this historical centralized embeddedness is to implement 

a radically decentralized form of energy generation. Nova Scotia engaged in their own FIT 

program with the requirement that developments are owned by the public.152 Named 

Community Feed-in-tariff (COMFIT), this variant of the FIT program also provided an 
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economic incentive through price adders, but also stressed energy production that was 

specifically owned by the community.153 The COMFIT program required the community to 

own at least 51% of renewable energy production, where the community is defined as 

“citizens within municipalities or local community groups.”154 Surveys indicate that 

residents of Ontario were generally positive in their response to the idea of a community 

based FIT program, where residents focus on “the disconnect between who lives with and 

who is making decisions behind wind energy development,” and that this disconnect is a 

root of discontent for the siting process in Ontario.155 This municipal level of FIT 

implementation is reminiscent of the more decentralized generation structure in Germany. 

 

 Conclusions 

Ontario’s use of ministerial directives by the governing political cabinet effectively 

vetoes the feedback from other levels of stakeholder engagement. While institutional and 

public input can sometimes vary how energy decision-making is implemented, they cannot 

generally influence what will take effect in the future. Despite the significant influence that 

OSEA lobbying had on the eventual decision to implement a FIT program in 2009, this 

decision was ultimately in the hands of the Minister of Energy. Despite stakeholder input 

indicating the desire to increase FIT program development in 2016, the decision to 

effectively end the program that year was identical in nature through another ministerial 

directive. 

The power to affect energy policy and development is vastly skewed towards Ontario’s 

political level of stakeholders. Legislation such as the 2009 GEGEA further exacerbated 

this power by granting additional authority to the political level and its decision-making 

capabilities. Trends indicate that the Ministers of Energy and their directives are increasing 

in average use, particularly after 2009. While the political level stakeholder’s power to 

make decisions is increasing, the ability for stakeholders at the institutional or public levels 

to influence energy policy and development through feedback is seemingly stagnant. This 
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stagnation has an effect that is two-fold. The first effect of stagnant feedback is that if 

entities such as institutions that transcend political election cycles cannot also carry over 

policy and programs, then the public stakeholder will have less incentive to risk an 

investment due to the increased potential of sunk cost through program change. Secondly, 

if the public stakeholder cannot provide meaningful input into overall energy policy or 

program specific policy such as the FIT program, then they even further risk sunk cost 

investment due to the potential of arbitrary and uninformed political decisions to change 

energy policy. 

Ontario has several opportunities to learn from its German counterpart on how to 

approach embedding the FIT system for other stakeholders below the political level. 

Although Germany had similar beginnings to Ontario with mixed political and public 

opinions about RES, they endured the burden of cost sufficiently long enough for the FIT 

program and RES to embed themselves within the public level of stakeholders. Ontario 

suddenly ended its FIT program before it could sufficiently embed itself in the public such 

as in Bavaria, and this occurred due to the leverage of policy decision-making falling into 

the hands of politicians and ministers that prioritize short term economic benefits for the 

public through policy interventions. This is directly reflected in the political decisions to end 

the FIT program and to alleviate public cost by refinancing the global adjustment fee. Both 

of these Ontario decisions are contrary to the recommendations of various scholars on 

how to engage in consistent and long-term policy to maximize private investment from the 

public and create economically efficient energy procurement systems. Therefore, there 

must be a shift in the status quo of the energy decision-making process by forcing the 

political level to listen to the public level’s concerns. The ability for the public level’s voice 

to be heard must be derived from an increase in their collective voice that can result from 

increasing the public’s direct vested interest in energy generation through decentralized 

RES capacity. Once the collective voice of the public is sufficiently strong, their 

embeddedness in the decision-making process will increase due to the public’s increased 

embeddedness through direct investment. Until this collective voice is strong enough, the 

political level will make energy policy decisions that view the public level solely as 

ratepayers caught in another boom-bust cycle of electricity prices, rather than as 

embedded RES stakeholders that directly participate in energy development and 

generation. 
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The FIT program ultimately ended due to the skewed nature of Ontario’s energy policy 

structure of decision-making. Whether Ontario will re-instate the FIT program or implement 

another ambitious RES subsidy program is unknown. However, the current structure of 

the province’s energy decision-making enables the possibility of any future for the energy 

sector. The FIT program ended in Ontario as quickly as it had started, and other programs 

may endure the same process unless the political level of stakeholders further embeds 

feedback from the institutional and public levels into the energy decision-making structure. 
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