
Budget 2022: Renewable energy, energy 
storage and hydrogen - mantra for 
India's decarbonization journey 
The upcoming budget will be pivotal for the energy sector in India. With the latest net 
zero commitments made by India in the COP26 summit, the country has an ambitious 
target which requires decisive and dedicated measures in the direction ofenergy 
transition. 
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India is the third largest energy consuming country in the world. (File Photo: PTI) 
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The upcoming bud get w ill be p ivotal for t he energy secto r in Ind ia. W it h the 

latest net zero comm itments made by Ind ia in t he COP26 summit , t he cou ntry 

has an ambit ious targ et w h ich requ ires decisive and ded icated measu res in t he 

d irect io n of ene rgy t ransit io n. 

Ind ia is t he th ird largest energy consuming cou ntry in t he world. Rapid 

elect rifica t io n in t he recent years has resulted in improving elect ricity access in 

remote regions result ing in increasing consumption. Over the last two d ecades, 

Ind ia has been responsib le for more t han 10% of t he increase in g lobal energy 

demand , however, on a per capita basis, Ind ia's energy use is less t han ha lf of the 

world average. Rising incomes and improving standard of living on t he back of 

overall economic d evelop ment , urban ization and industrialization are expected 

to increase energy consumpt io n going forward . 

On t he ot her hand , d esp ite low per capita em issions, Ind ia remains t he t hird 

largest GHG emitt er g lobally, ind icat ing t he need for m eeting energy d emand in 

a more carbon effic ient man ner as Ind ia's energy d emand g rows over t he next 

few d ecades. Energy sector alo ne accou nts for more t han a th ird of t he total 

emissio ns owing to a coa l dominated generatio n m ix. 

W hile a decisive policy p ush from the Government has improved t he share of 

renewables, t here is still a long way to go for developing adequate clean energy 

capacity in t he cou nt ry. Chan neling p ub lic and private investment in t he 

renewable energy sector w ill be crucial to enab ling large scale capacity 

add it io ns. Renewab le energy tech nologies need to be b road ened beyond t he 

emphasis o n on-sho re w ind and g rou nd -mounted solar. Offshore w ind, floating 

solar and rooftop solar all have sig n if icant potent ial in Ind ia and need to be 

pu rsued in pa rallel along w it h the p romot ion of domest ic 

manufacturing capacity. In addit io n to renewable energy p roj ect s, adequate 

plann ing and investment is also req uired for suppo rt ing t ransm ission 

in f rastruct ure to enable smooth evacuatio n of power and a properly conceived 

elect ricity market to integ rate renewables on a d ispatchable basis on to the g rid . 

As larg e amounts of in term ittent solar and w ind energy sou rces are integ rated 

o nto t he g rid , d eployment of battery storag e resou rces w ill also be req uired to 

balance t he va riability of generation. It is estimated t hat substant ial battery 

storage (upward s of-1000 GWh) and p um ped sto rage (upwards of-20 GW) w il l 

be required to tack le t he h ig h penetration of variab le RE by 2050. A 

comprehensive policy framework is therefore requ ired covering regu latory, 

financ ial and taxat io n, operat ional and tech nical aspects of g rid sca le battery 

storage. Given the large d emand potent ial, ad d it io nal fisca l incent ives cou ld be 

designed going forward to upsca le loca l manufact uring . 

Dist ribut ion ut ilit ies and larg e indust rial and commercial consumers have been 

mand ated to procure certain m in imum amou nt of renewab le energy in t he 

form of Renewable Purc hase Ob lig at io ns. Net zero ambit io ns by the corporates 

and Ind ia's energy t ransit ion goa ls has paved t he way for renewables o nly 

capacity add it ion g oing forwa rd . Regional in tegratio n and tapp ing of 

renewables resources of the region need s to be exp lored and incent ivized 

t hroug h appropriate policy and regu latory m easures before the cou nt ry 

exhausts its feasible indigenous potent ial (-750 GW solar, Onshore w ind -300 

GW, Offsho re w ind - 130 GW). 

Falling tariffs for renewable energy fu rt he r opens d oor for use of g reen hyd rogen 

especially in harder to abate secto rs w here electrification is eit her infeasib le o r 

uneconomica l. Current ly, hig h cost of elect ro lyzers hinder t he uptake of 

hyd rogen in face of cheaper and carbon intensive sources of energy. Large scale 

production capacity d riven by fiscal incentives in the form of PLI scheme for 

elect ro lyzers, expo rt incent ives and ot her regu latory measures such as g reen 

hyd rogen mandates for energy intensive ind ustries would be instru m ental in 

moving Ind ia towa rd s a g reen hydrogen manufact uring h ub for t he g lobal 

market . W hile there has been a su bstant ial red uct ion in renewable solar tariffs, a 

carbon tax could be evaluated going forward for t axing t he GHG em issions f rom 

convent iona l energy sources. Th is would help in send ing a price sig na l to the 

market and elicit a g radual cha ng e in power p rocu rement f rom no n-g reen 

sources of power. 

As more and more convent io nal coal based therma l stat ions are forced to ret ire, 

su itable polices and bud getary p rovisions would have to be made for j ust 

t ransit ion of the coal m ines and tech no log ies need to be exp lored for 

repu rposing of t he exist ing coal based therma l stat io ns. 

The Govern ment w il l have to play an important role in c reating a cond uc ive 

enviro nment for private part icipation and pumping the necessa ry resou rces for 

accelerat ing t he energy t ransit ion in Ind ia. The budg et, 2022 w ill also be 

instrumental in sending sig nals to t he market regard ing t he Govern m ent's 

commit m ent to meeting t he cou ntry's Net Zero targets. 

( An ish Mand a I is Partner at Deloitte Ind ia. The v iews expressed are aut hor's 

own.) 


