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X
hile a southern state like Louisiana might not be thought of as a haven for renewable energy invest-
ment, until recently, Louisiana had one of the most generous policies for rooftop solar in the country.

In 2008, the Louisiana Legislature adopted a � fty percent state income tax credit in addition to 
the prevailing thirty percent federal tax credit. To put this into perspective, a household could install 
a twenty-� ve-thousand-dollar solar system for a cost of just � ve thousand dollars, with the remaining 

tab being picked up by Uncle Sam and the state government.
Solar customers also had access to a generous rate regime, full one-to-one retail net-metering, meaning they could 

sell excess power to the grid at full retail rate. Unsurprisingly, solar installations in Louisiana rose from essentially 
zero in 2008 to today having cumulatively over a hundred and forty megawatts of behind-the-meter solar capacity.

But this growth in solar has been tempered in recent years as Louisiana is undergoing two signi� cant policy changes. 
First, the solar tax credit has been waned out.

Second, the Louisiana Public Service Commission is currently undergoing a rulemaking that will likely result in 
a move away from net metering to a two-channel billing regime where solar customers will be paid avoided cost for 
electricity pushed to the grid in lieu of the higher retail rate, as referenced by Louisiana Public Service Commission 
Docket R-33929.

economic without the state’s 
help? If not, is solar on the 
cusp of being economic? 
If so, should we continue 
a subsidy at a lower rate, 
waning out over the course 
of several years instead of 
quitting cold turkey?

In a recent LSU Center 
for Energy Studies analy-
sis, we provide insight into 
some of these questions. 
We estimate the econom-
ics of rooftop solar from 
the household’s perspec-
tive under a wide range of 

scenarios including electricity production, di� ering electricity 
prices, installed cost, and subsidy regimes.

Under the scenario of an eighty percent up-front tax credit 
with full retail net metering, we estimate that a solar system takes 
about six to eight years to repay the initial investment.

� us, it is not surprising that almost twenty-� ve thousand 
households took advantage of the tax credit and installed PV on 
their roofs. But now that the state tax credit has been removed, 
the estimated payout ranges from nineteen years to never paying 
out within the system’s twenty-� ve-year lifespan.

We should note that generous assumptions about maintenance 
and inverter replacement costs are used in the model. It is therefore 
not surprising that PV installations have slowed considerably 
with the tax credit’s removal.

Further, we ran the economics under a range of electricity 
price and installed cost scenarios. � e installed cost needs to 

� ese changes have not gone without contention. Some argue 
that Louisiana has abandoned the solar industry, speci� cally, and 
a renewable energy transition generally. Given that Louisiana 
has little wind potential, and as a result we have no utility scale 
windfarms, potentially this sends a signal that Louisiana is not 
interested in renewable energy and is reverting back to its past 
of a fossil fuels driven economy.

Others might argue, though, that after a decade of some of 
the most generous solar policies in the country, it is now time 
for solar to stand on its own two feet. In fact, solar PV costs have 
fallen by about half over this time.

For instance, Borenstein (2008) assumed an installed 
cost of eight-thousand dollars per kilowatt, as referenced by 
Borenstein, Severin, “� e Market Value and Cost of Solar 
Photovoltaic Electricity Production;” Center for the Study of 
Energy Markets Working Paper Series, University of California 
Energy Institute, University of California Berkley, January 
2008. Today in Louisiana, we are seeing installations at around 
thirty-� ve hundred dollars per kilowatt, or less than half of the 
costs observed in the market a decade ago.

And customers still have access to the thirty percent federal tax 
credit as well as avoided cost payments for power put to the grid.

� ese recent policy changes beg a number of questions. 
After a decade of state subsidies, is behind-the-meter solar PV 

W

An environmentally 
conscious citizen 
might prefer the 
state invest in 
less costly utility 
scale solar 
(in lieu of small 
rooftop systems) 
or invest in natural 
gas electricity 
generation.
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the state invest in less costly utility scale solar (in lieu of small 
rooftop systems) or invest in natural gas electricity generation.

This natural gas that can be produced right here in 
Louisiana and can cut carbon emissions by about half relative 
to coal. While we will leave these debates up to policymakers 
and Louisiana’s citizens, results are clear – after a decade of 
generous tax credits, behind-the-meter solar is not economic 
from a household’s perspective at today’s installed costs and 
electricity prices. PUF

drop by about half, or electricity prices need 
to increase to well in excess of twenty cents 
per kilowatt-hour (about double their current 
rate) before PV begins to look economic for 
the household. Frankly, these scenarios are 
unlikely in the short run.

While these results might at � rst be per-
ceived as damning to the Louisiana solar 
industry, conclusions reached might be very 
di� erent depending on one’s perspective. 
Results suggest that the state’s � fty percent 
tax credit was signi� cant in driving solar 
adoption.

In other words, without the state’s tax 
credit, even as solar installation costs have been falling, it is 
unlikely that many households would have installed solar in 
Louisiana. In this regard, the tax credits were successful in 
driving adoption.

But on the other hand, one might argue that if behind-the-
meter solar is not economic, even with the thirty percent federal 
tax credit, then Louisiana taxpayers should not be investing in 
this form of energy.

Instead, an environmentally conscious citizen might prefer 

Others might argue, 
though, that after a decade 
of some of the most 
generous solar policies in 
the country, it is now time 
for solar to stand on its 
own two feet.
– Greg Upton
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