
THE BUSINESS CASE FOR 
OFF-GRID ENERGY IN INDIA

Approximately 360 million people in 
India lack adequate access to grid-
electricity and another 20 million 
households receive less than four 
hours of electricity per day. To help 
close this gap, the Government of 
India has set a target of generating 
100 gigawatts of renewable energy 
by 2022.

The Climate Group, in partnership 
with Goldman Sachs Center for 
Environmental Markets, undertook a 
flagship study to identify promising 
off-grid energy business models with 
the greatest potential for scale-up.

The report, which focuses on solar 
home systems and decentralized 
renewable energy, describes 
the technologies available, key 
companies, future growth forecasts 
and potential for social and 
environmental impact. 

This summary highlights the main 
findings of the report. Further 
information can be found on 
TheClimateGroup.org.
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While grid connectivity is expected to improve over the next 10 years, at the 
current rate of grid expansion, urbanization and population growth, 70-75 million 
households will still lack access to grid electricity by 2024. 

Along with governmental policy focus, there is a clear need for greater private 
sector involvement in renewables in the off-grid space; and investments are 
growing.

But while off-grid technologies such as solar lanterns – of which market penetration 
is expected to grow from around 5-6% today to nearly 35% of the total underserved 
market by 2018 – are affordable and address customer needs of today, they can’t 
meet evolving needs of rural consumers beyond basic lighting. For example, a 
customer with no prior access to electricity is willing to pay for just basic lighting 
and mobile charging, but tomorrow that same customer is likely to want to move up 
the energy ladder and use higher wattage appliances such as fans and TVs. As well 
as solar lanterns, the unmet demand for electricity presents a huge opportunity for  
off-grid solutions, in particular solar home systems (SHS), and decentralized 
renewable energy (DRE) systems, the main focus of our study.

SHS and DRE systems allow for a wider range of consumption at different price 
points. Depending on the size of the system, consumers can power CFL and LED 
lights as well as higher wattage products, and DRE models use renewable energy 
sources like solar, wind, or biomass to provide electricity to multiple homes as a 
mini-utility. 



But despite the fact incentives for lending to off-grid energy (OGE) enterprises are 
undermined by other regulations in domestic and foreign lending, private sector 
players can help individual OGE enterprises by better addressing capital needs, 
including the key need for affordable, long tenure finance and debt.

For example, innovative financial instruments may 
be suitable alternatives to traditional debt or equity 
investments and products such as demand dividend 
notes, venture debt, lease financing and large scale 
securitization could provide OGE enterprises with 
greater access to capital while also being customized 
to meet the needs of investors and enterprises. Some 
of these, such as venture debt, have been used by 

financiers to fund OGE enterprises, while the potential for other options, such as 
large scale securitization, must be explored further.

Our new report explores the market’s key players, forecasts the sector’s growth and 
analyzes the potential social and environmental impact of both. It also spotlights 
ways to address current challenges for off-grid renewable energy adoption. 

REPORT LAUNCH: FEBRUARY 17 IN MAIN CONVENTION HALL 
(PART 1) AT RE INVEST. You can also read it at TheClimateGroup.org
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A DECENTRALIZED RENEWABLE ENERGY MODEL, 
BOLSTERED BY THE SUPPORT OF INVESTORS AND 
OTHER PRIVATE SECTOR PLAYERS, CAN MAKE 
CLEAN, HEALTHY, RELIABLE AND EQUITABLE 
ENERGY ACCESS A NEAR-TERM POSSIBILITY. 
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Solar home systems are installed on houses and use photovoltaic cells to provide power away from the main grid. 
Decentralized renewable energy systems produce power from low carbon sources closer to where the power will 
be used, rather than through the grid. This local generation reduces transmission losses and carbon emissions, and 
improves price and supply stability. 

Market size of DRE will be US$150 million by 2018, largely driven by B2B revenues and we conservatively estimate that 
the market size for SHS will grow at 60% per year to reach a market size of US$200-250 million by 2018.

With financing support, we estimate that 7.2 million under-electrified households will be able to afford a solar home 
system by 2018.

DRE companies are exploring new types of technology to increase operational efficiency. For commercial viability, it is 
crucial that DRE enterprises have substantial cash flows that can recover high upfront installation costs.

KEY OBSERVATIONS

In 2014 alone, the Indian B2B and B2C DRE market offset 12,000 tons of CO
2
 equivalent. By 2018 this number will be more 

than 87,000 tons. If an expanded policy is combined with greater clarity on feed-in tariffs and grid interactivity, than OGE 
solutions can become a complement rather than a competitor of grid electricity.


