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Challenges to renewable energy regulation, commercialization and investment in India

One—ﬁfth of the world’s power production presently
coming from renewable energy sources and will
continue to expand across the developing world and
emerging economies. According to the International
Energy Agency (IEA), non-OECD countries are predicted
to account for 58 per cent of total renewable generation,
up from 54 per cent this year in comparison to 2012.
Due to the advances in technology, innovations in policy
and financing, decreasing prices, and educational efforts
make renewables more attractive and affordable for a
larger number range of consumers around the world.
Renewables may account for almost half of the increase in
total electricity generation to 2040, with the use of biofuels.
Countries around the world increasingly take measures to
research and deploy renewable energy sources to improve
energy security, encourage economic growth and respond
to environmental challenges particularly associated with
climate change. Lack of policies and regulations for the
development of renewable energy technologies can
hinder adoption of these technologies. Due to the nature
of renewable energy structures, renewable energy market
needs clear policies and legal procedures to increase the
interest of investors. This is because “enabling policies
create stable and predictable investment environments,
help overcome barriers and ensure predictable project
revenue streams. Additionally, regulatory measures such as
standards and codes enhance the adoption of renewable
energy technologies by minimizing the technological and
regulatory risk that comes along with investments in these
projects. Despite the many renewable energy policies
developed in most of the developing countries, it has

been difficult to implement them mainly because they
are immature. Additionally, private sector participation
in renewable energy projects in India is hindered by the
lack of well-defined policies on private investment and
delays in the authorization of private sector projects. The
2003 Electricity Act provides for policy formulation by
the Government of India and mandates State Electricity
Regulatory Commissions (SERCs) to take steps to promote
renewable and non-conventional sources of energy within
jurisdiction. National Electricity Policy 2005: Aims to exploit
feasible potential of renewable energy resources reduce
capital costs; promote competition and private sector
participation. The percentage for purchase of power from
non-conventional sources should be made applicable for
the tariffs to be determined by the SERCs. Progressively
the share of electricity from nonconventional sources
would need to be increased as prescribed by SERCs. Such
purchase by distribution companies shall be through
competitive bidding process. National Tariff Policy 2006:
Formulates that a minimum percentage of renewable
energy procurement should be made applicable. Also, a
preferential tariff should be determined by SERCs to enable
renewable technologies to compete and procurement of
renewable energy should be through competitive bidding.
The technology, policy and regulatory factors work in
tandem to restrict the development and use of renewable
energy sources. This paper aims to identify and explain the
challenges facing renewable energy technologies adoption,
policy implementation, and regulatory mechanism to
promote investment.
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