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INTRODUCTION

India's renewable energy (RE) potential is estintated to be
nrore than 3.000 GW based on existing identified resources.
The Ministry of Nerv and Renewable Ener,ty (MNRE) has also
estilnated surplus biorrass avaiiability of about 120-150
nril.lion nretric tons per annunt fl.om agricultural and forestry
lesidues in India rvith r.vhich about l8 GW of elecn.ical and/or
then.nai capaciry can be developed. An additional 5 GW of
bionrass capacity can also be harnessed from bagasse
generated itr nearly 550 sugar nrills across the country. MNRE
has also identified 5,415 potential sites for snrall and rnini
hydro projects, rvhich have a potential of l4 GW. However, the
actual potential could be nruch higher as the potential site
identification process is still on-going across the country. Over
the past I 0- I 5 years, both the central and the state governments
have developed favorable policy frameworks to facilitate
del'eloprnent of RE pr-ojects in the country. These include
nrechanistrs sr.rch as t'ccd-in-taritfs (FiTs), capital subsidies,
and tax bcnefits. Thesc ntechanisnrs have been successful in
attracting signilicant investnrcnts and adding RE capacity.

Nerv policy instruntenls such as Generation-Based Incentivcs
(GBIs), Renewable Purchase Obligations (I{pOs), RE
Certificates (RECs) and open access (i.vheeling and banking)
have provided further stintulus to the se.tu. in the last lew
years. This has led to an annual growth rate ofover I 9 percent
in RE capacity over rhe lasr llve ycars (2007-20 I 2). Deipite al I

these eflorts, only 29.8 GW has been tapped so farwhich is less
than one percent ofthe estintated RE poteutial.
In view of the fact RE is a key resource lbr the nation,s energy
security and energy access, tlre GOI has set a target 1.or i5
percent of power consumption to bc generated fronr RE
sources by 2022, up from the cunent share offlve percent. To
meet lhis tal€et, the t2th Five-year plan of the planning
Comrnission includes an arrbitions target to add 30 GW gritl
connected, over and above the existing cumulative capaciry of
29.8 GW ofRE, berween 201 2 and 20 I 7 and abour 45.000 NIW
ofRE capacity during the l3rhFive year plan period (2017-
2022). The Jawaharlal Nehru National Solar Mission
(JNNSM) undel the National Action plan on Clirrare Change
(NAPCC) targers addirion of rnore than 20,000 MW of solir
capircity by 2022. In addirion, about 3400 MW is targetcd to bc
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added through oflgrid distributed renervable power sysrems
during the 12th Plan rvhich would at least be doubled dr-rring
the 1 3th Plan period,(2017-22).
Over the years, renewable ener-ey sector in Jndia has emerged
as a signilicant player in the grid connected polver.generation
capacity. It has been lecognized that renewable energy has to
play a rnuch bigger role in achieving energy security in the
years ahead and be an integt-al pan of the enelgy planning
process. Rcnewable Energy sector has movecl ahearl fi.om the
steady growth patterns ol the last two decades and is now
poised for a quanrum jump. Recognizing these thcts, India has
reset its Rener.vable Energy capacity addition rargets to 175
GW by 2022 in view o1- the signilicant Renewable Energy
potential in the country and cornmitntent made by the investors
and stakeholdcrs. This i:,c-tudes 100 GW from solar. 60. GV,;
fron.r wind, l0 GW from biomass and 5 GW fi.om srrall hydro
power. The substantial higher capacity target will ensur.e
gleater energy security, irnproved energy access zrnd enhanced
employment opportunities. With the accontplishment of these
amb'itious targets, lndia will becorae one of the largest Green
Energy producers in the lvorld. surpassing several developed
countries.
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In monetary tenns, cleating the targeted RE capaciry means an
addjtional capital requir-ement of aboirt Rs 6.05 lakh crore.
during the peliod (2012-22). calcularecl at the prevailing
market costs. The estimated requ.iremenl of fundi over thi
period ofnext 8-10 years u,ill thus be ahout Rs 50,000 to
60,000 crore pel year-. In addition, the United Nations'
Sustainable Energy for All Initiative has also estirnated that
India shall need an investrrent of Rs 30,000 to 40,000 crore
annually till 2030 for facilirating energy access. Hence,
finance rvill play a key role in rhe developrnent of India,s RE
sector. Horvever. GOI through budgetary sources carr provide
on average, about Rs 3000 to 4000 cr-or-e annually dur-ing l2th
and 13th Plan periods. Therefore, raising the requisite lunds
fr-om the comlnercial soLrrces including the key financial
institutions is a nrajor challenge for the <levelopment of the RE
sector.

It may be observed fi'om the Table and line Graphs given below
that India and China tvere almost equal in terms oiinvestment
in renewablc energy sector in 2004. Hou,ever, therealier, qap
widened so fast that sharc ofChina in total global investmerrt iu
rener.vables increascd from about 6%" tn 2004 to 26.3% rvhile
India's share has declined fiorr the sanre level of 6.3% to
2.85% dur-ing the sarre periotl.

Source: Global Trends in RE Investmenr. 2014, Frankfirrt
School-UNE,P Centre for Climate and Sustainable Energy
Finance,2014

The obvious reason for such a rvidening gap has been the lhct ,
that Indian economy has not been able to attiact the investntent
- both domestic and FDI- in renewable energy sector. The
factors leading to such a unfavorable environrnent fbr
irrvestment in RE sector could be classified into tr.r,o
categories: (i) General factors rnaking India a unfavorable
destination 1'or investment, and (ii) specific factors making RE 

.

sector as unattractive for investment in India.

IIf (A) General Factors Making India an Unlavorable
Destination lbr Investment
in this context, three recent r-epor.ts (I) World Bank Report on
'Doing Business, 2014'rvhich sheds light on horv easy or
difficult it is for a local entrepreneur to open and run a surall to
mcdiurn-size business in India (ii) KpMG-CII also brought out

Amount in USD Billion
Investments in Renewable Energy:

Ycar India Cliina Global
Total

Share in o%

India China
2004 2.5 2.4 39.5 6.33 6.08
2005 2.9 5.8 64.5 .1.50 8.99
2006 4.4 10.1 99.6 4.42 r0.14
2007 6.3 r 5.8 t45.9 a -): 10.83
2008 5.4 249 171 .2 3.15 14.54
2009 4.2 37.1 168.4 249 22.03
201 0 8.7 367 226.1 384 r6.19
2011 12.6 51 I 279.4 4 s1 i 8.58
2012 7.2 596 249.5 2R9 23.89
2013 6.1 56.3 214.4 2.85
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